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This is a basic course with emphasis on
OMB Circular A-122 cost principles.

Designed for someone new: 1o fhe world
Eederallindirect rates) or

Someone wWho wantsi a refresher
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»

Topics We Will Cover g

What is an indirect rate?

IHoW, do) YoU prepare aniindireci rate
proposal?

Where do you submit the proposal, and
when is it due?

USDOL/Cost Determination 3



Topics We Will Cover

.and mosi importantly...

Answers to your questions!
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Something About the Division of
Cost Determination (DCD)

Tasked with negoftiating indirect rate

agreements fior all" DOL-grantiees) (when
coghizant)

iHoused inf@ASAM;, DCD}is independent
off ENA

DCDINP Guide:

Attp://WAWAY. 0 6l-goVv/easam/programs/noc/.
costdeterminationguide/main. Atm#toc
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Division of Cost Determination

Across| the US: Abouit 690 agreements
and pre-award reviews per year:

9075 oft work for ENA

Atlanta Office 50 o 80 agreements per
year
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Cost Negotiation vs. Audit

DCD)is responsible for neqotiating
indirect cost rates with State and local
governmenis, business entities, and
olifier erganizaiionsiwilin whiich Fhe
Depariment off Labor (DOL) conducts
business.
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Cost Negotiation vs. Audit

The OLG perfiorms auadifs of indirec
cosis), rates), cosi allocation plans;
agreemeni's;, and funchions, eifher as
requesied by DCD or!as seleclied by fhe
OIG. (See also DEMS Section 8):

OIG can (and does) audiit the ICR
agreement.
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Types Of Costs




Direct costs

Indirect cosiis

Administirative costs - separate workshop
Program CostS| - sepanate workshop
Allowable costs - separate workshop
Unallowable costs - separate workshop
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Direct costs...

Those costis that can be specifically
identified with a particular cost
objective. Examples: (program specific)

s Salaries -
s Space = sq. 1. occupied! by
s Materials and Supplies - used by

= Communications - used by
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What are Indirect Costs?

USDOL/Cost Determination
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Indirect Costs...

Lncurred for common or joint
objectives

Cannoit be readily identified with a
granitor projecit:

The cost is necessary fo the general
operation of the organization. (cont...)
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Indirect Costs ...
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Indirect costs...

L

s Salaries = Executive Director, Einance
Officer, Receptionist;, efc.

s Space - 5q. ft. occupied by indirect staff
s Supplies - used by indirect staff

Examples

USDOL/Cost Determination
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Briefly, Indirect Costs vs.
Administrative Costs

Admin costsiare generally suppori-type cosis
» Are defiined in the fiederal stafuie or grant:

= May be eitlier direct or indirecs

USDOL/Cost Determination 16



Alre ac ff\J(lJSJ"f’( fJ\// ¢j0)
ndirect costs one in fine
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Allocation versus Classification

@ Allocation involves assigning costis: o ihe
benefiting objective(s) equitably. This
Process; is covered by A-87., A-122 and
oliner cosi principles.

O Classification of costs involves placing
cosis| inie seme’ catiegory such as
adminisiiration, program, or some other
category as prescribed by statutie.
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Types of Costs

M -

ADMINIS- ADMINIS-W' pROGRAM
TRATIVE PROGRAM TRATIVE
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Cost Allocation versus
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Cost Allocation

Cost allocation, is the measurement; of
allowable costis that' are then allocated
based on benefiisireceived by each
programy/agency:

User A-122, A-6/,, A-21 guidelines: inthe cosi:
allocation process.

The cosii principles provide the guidance for
defermining a Federal program's;ishare off
boith direct and indirect costs. IThey have noe
authority over the actiual payment of the
costs. The payment is governed by the
terms of the grant document or the
legislation authorizing the program.
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Cost Reimbursement

Cost reimbursement isi ihe process
where Federal dollars are used to

reimblrse granitee organizations for
allowable cosiiis.

Uselgrani languageycost limitaiions
andllegisiative constrainisiasiguidelines
in The paymenii process:
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ICR and "Admin"

Div. of Cost Determination (DED)
negoiiates an ICR based on| fhe
appropriate cosit principles (e.g., A-122)

DCD) does foi negoiiate an'admin rate
(e.g., WIA admin)
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ICR and "Admin” (cont:.)

ETTA determinesi compliance with WIA
admin limits

Graniiees: snould work witii their FERPO
and/or their regionall E A fiscal officer
o determine how fio support compliance

with WIA admin limits
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ALLOWABLE COST...

Must be reasonable

Musii be tireatied consistently (direct is
direcii is directy)

Must comply witih GAAP

Must be allocable fo the fiederal
program (i.e., provide a benefit)

Must be adequately documented
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Sk

Lmportance o; Eocumen’rm‘ion

Woman witthout her man has no reason 1o
live,

Woman witthouit her man, has; noi reason o
live.

Woman, without her, man has no reason to
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UNALLOWABLE COST...

Specifically identified in the
granti/contiract as being unallowable

Specificallyridentiified in te cosi
principles astbeingiunaliowable (OMB
Circular A-122)

Unnecessary, unreasonable, etc
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Indirect Cost Rate...

An indirect cost rate is simply a method
used to determine what proportion of
indirect costs each program (funding

=

source) should pay.

USDOL/Cost Determination
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HOW IS AN INDIRECT RATE
CALCULATED?

Indirect Costs (POOL)

Direct Costs (BASE)

USDOL/Cost Determination

29



Example: Indirect Cost Rafe

Example:
Indirect: Cost Pool = $ 10,000
Distiribution Base = <10]0)10]6]0)

(Salaries & Benefiits)
Indirect: Cost Rate = 1075
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Indirect Cost Rate
Most Common Allocation Bases

Direct Salaries/Wages, including Fringes

Direct S/W:including release; time,, buti excludihgiall
ofther fringes

Modified Tetall Direct Cost(various)

= Total Direct Cosisiexcluding capital expenditures
and' flow-through funding
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A=(B+C+D) D=E+F E
$589,000 $519,000 $219,000 $300,000

$176,700 $65,700

5956700 $10,00C mpﬁmm

Indirect Costs $150,000 $63,295 b $86,705

Total Direct Salaries $519,000
Indirect Rate 28.9%-+
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A=(B+C+D)
$589,000

$176,700
$171,000

$70,000
$21,000
$59,000

D=E+F E

$519,000 $219,000
$155,700  $65,700
$102,000  $40,000

$10,000| $150,000f ~$776,700 ,$324,700 a

$300,000

$90,000
$62,000
$452,000

$62,708

SDOLITest Daterm nation
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Do I Even Need a Rate?

INo ratie isineeded|ifi aniorganization nasionly
one filnding source

INoi rate is: needed i alli funding consists; of
fiixed| price awards

A rate is required if the organization has

more than one funding source and indirect:
costs are to be charged against a Federal

program
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Multiple funding sources

Multiple Funding Sources ICR Proposal Needed
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Multiple funding sources

Caution: Fundraising achivities are a
fiunding source

s Included in the base tie absorb its share of
indirect’ costs

s Even if not reimbursed
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So, a rate is needed. Where do I
submit: 11?2

Aniindirect cost rate proposal
should be submifiied o e

organiizationisicognizanis iFederal
Agency:
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Cognizant Agency Concept

The Federal agency with the most
fiunding directly witthi the grantee

Cognizani: dgency negoiiatesia rate on
behalf off all'Federal agencies
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To whom is the rate submitted?

If DOL is your coghizant agency, submit
your proposal fo office in

of thier DOL s Guide for Tndireci Cost
Rates Determination™ booklei:
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Why do you need an approved
indirect cost rate?

Compliance withi Federall regulations;
e.g., OMB Circulars A-122 .
=

-

Managemeni: Thfermation

%_
@

Documentation for auditors

ot

-
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Types of Rates
90-day Billing (initial grant'awarad)
Provisional/Einal (mosit: common)
Fixed withi carry forward (mainly gov i)

Predetermined (rare)
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Billing Rate

Rate statied in fihe award fo allow
recovery: oif indirect cosis until an
indirect cost proposal isi complefed and
submitted.

Typically valid for 90 days.
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Provisional Rate

A budgetiary rate basedion projected
information, historical information, or a
combination off Fhe ol for the
organization's current and future fiscal
years

This rate allows for recovery of indirect
costs during the contract/grant period
until the rate can be finalized

USDOL/Cost Determination
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Final Rate

The experienced indirect cost rate
based on actual dafia for fihe
organization’si fiscal year

Allfprovisionallindirect' cosi rates must
eventually be “finalized"

USDOL/Cost Determination
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Methods of Calculation

Simplifiied Meihod
s Eederal awardsiare not material
» Organizationthnastenly arsingle function

x All'programs benefit firom! indirect cosis
10 about the same degree
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Methods of Calculation (cont'd)

Multiple Allocation Base

= All' programs do noi benefit o the same
degree

s Indirect' cosisiare poolediand allocatead
o) direct' cosi'objectives based oh
various distribution bases: (for example,
# of transactions, # of purchase orders,

# of FTES)

= Primarily used by large organizations,
commercial, or governmental agencies
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Methods of Calculation (cont'd)

Direct Allocation Method

s All cosiis are charged directly 1o
programs; fiorexcepi for general
administiration

s Used! by a majjority: off honproifit:
OrganiZaiions

s Variousbases are selecied o directly
allecate™ costs to programs(for example,
space allocated based on square footage
occupied)

s See Page of the Guide
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Group Mini Quiz
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Let's see if you did!
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1-1

. Indirect costs are...

INo) diffferent hanidirect costis
Similar 1o participani' shipends
NGt easily: identifiable

Really fun

USDOL/Cost Determination
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1-2. Direct costis would usually
include

o Program stafif salaries
b, Utility costs
c.  Cosiis of common space

d. Gifts to the cost negotiator
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1-3. Your “cognizant” Federal
agency. is usually defined as...

a. The Federal agency: that provides your
organization with the mesii indirect funding

b TThe Federal agency: thal provides your
organizaiion withi the moesii direci funding

¢ The Federal agency: thai provides your
organization witih the direct and pass-through
funding

d.  The Federal agency you trust the most
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1-4. Costs must be allocated
based on...

a. Program, budgets
b, Availability of funds
c. Benefits received

d. Your ability to operate a
computer

USDOL/Cost Determination
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1-5. A good example of an

unallowable cost would be...

a lihe Executive Directior’sisalary
b, LLobbying cosiis
¢ Common space cosiis

d. Costs related to dissemination of
technical information

USDOL/Cost Determination
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1-6. If a cost is unallowable under
a Federal grant, it may be...

f

o)

Allocated as ani indirect cost

Charged o another Federal
grani

Eunded from unrestricted
sources

Hidden in the pool
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1-7. A Federally-approved
indirect rate is properly applied
10...

a e base upen whichiifii was
developead

b, Program salaries
e, Stafif salaries|less firinge benefits
d The maximum base
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1-8. Unallowable costs that
generate substantial quantities of
indirect cosis musi be...

a. Only removed from fthe indirect cosi:
poo)

by Off'seir against salaries
¢ Only added o fihe indirect cost base

d. Removed from the indirect cost pool
and added to the base
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Proposal Submission
__-'P - .




How do you prepare an indirect cost
rate proposal and obtain a Federally-
approved rate?

PPrOVES.

Basilc proceduresiandiguidelines areiin
The DOL Guide." Stari wilih the checklis:
on page of the DOL Guide.

The next set of slides will show the basic
documents which must be submitted in
the indirect cost rate proposal.
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ICR Proposal Documentation

Background information

s Organiizaiion chart (Checklisi 1a)
Shoulalreconcilewith fhe accounting structure

USDOL/Cost Determination
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Direct vs. Indirect Costs

Ind S/W

Director
Space
 SeoRecept

HUD DOL Non-Federal
Programs Programs Programs

Program S/W
Supplies
Space
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ICR Proposal Documentation

Background information

s A'listing off awarded granisiand contacis by.
Federal agency, toialldollar ameunt, period
offf performance and cosi limitations, if
applicable (Checklisi'5)
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ICR Proposal Documentation

Costi Policy Statement:
u See example aifPage (Checklisi 1c)

Personnel Cosisi Worksheet
s See example af Page (Checklist 2a)

USDOL/Cost Determination
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ICR Proposal Documentation

Allocation of Personnel Worksheet
s See example at Page (Checklist 2b)

Statement off Employee Benefits
s See example at Page (Checklist 2c)
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ICR Proposal Documentation

Statement of Wotal Costs

s See examplesiali Pages (Checklist
2d)

Statement of Indirect Costs

s See lefti-hand corner of
(Checklist 2e)

USDOL/Cost Determination
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ICR Proposal Documentation

Audited financial statements; (Checklis#:
3)

s LRSS Form: 990 (nen-proffifs)if audited
fiinancial statemenits not required.

s OMB A-133i supplemental information

USDOL/Cost Determination
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ICR Proposal Documentation

Noite: Tihe Statement:of lotal Costs
( ) musti reconcile to, Einancial
Saremenis.

USDOL/Cost Determination
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ICR Proposal Documentation

Certificate of Indirect Costs

s SeelPage (Checklist?4a anal4b)

= TThis musii be signed and' dated or the
proposall will'be rendered unaccepiable

USDOL/Cost Determination 67



50...youyve f/comple’red Vour

inairecs cos\m’re proposdal

USDOL/Cost Determination
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So when is this proposal due?

@Ur organizationinas neverihadia Federally=approved
indirect cosiirate.

= Proposal due tihree months after the efifiective
date of the DOL award.

QU ggejeliZerrion flas o F2el2ed))=adoggyzeligeligZe;
COSirEaie:

= Proposal due six' months aifer the close of the
organization'sifiscal year.

EXx¥ensionsiof time may be granted.

USDOL/Cost Determination
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The IC Rate Negotiation
Process
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DCD. reviews proposal for
possible unallowable, unallocable
andy/or Unreasonable’ cosis

= DCD negoitiators may expand

review: and documentation
submittal iff deemed necessary

= lrend analyses' are fiypically
prepared in on-going
reviews/negotiations
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Unless there are extenuating circumstances,
proposals must be reviewed by DCD in no less
than 120 days from proposall receipt

INegofiiations enste

= (e responsible cosii negoiiaior cContacis e
graniee o
request additional documentation on certain items

advise of unallowable, unallocable or unreasonable items in
the proposal

g

ag_‘
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DCD prepares rate agreement and sends
o granitee for countiersigning

s DCD signs thiree originalsioffitsiindirec:
COSi rate agreemenisiand sends fhem 1o
The graniiee fior countersigning - iwo are
returned

= Any agreement which is not sighed and
returned is void
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= Both parties keep an original of the signed
negotiation agreement: as documentation of
iine raie approval
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Example of an Indirect
Cost Rate Agreement;

4

USDOL/Cost Determination
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(An Example)
NEGOTIATED INDIRECT COST RATE AGREEMENT
NONPROFIT ORGANIZATION

ORGANIZATION: DATE: December 1, 2006
XY Z Nonprofit Agency, Inc. FILE REF: This replaces the
Chico, CA 99999-9999 negotiation agreement dated

October 12, 2005

The indirect cost rate(s) contained herein are for use on grants

and contracts with the Federal Government to which OMB

Circular A-122 applies subject to the limitations contained in

the Circular and Section Il-A, below. The rate(s) were negotiated

by XYZ Nonprofit Agency, Inc. and the U. S. Department

of Labor in accordance with the authority contained in Attachment A,
Section E, of the Circular.
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The rate(s) were negotiated by XYZ Nonprofit Agency, Inc. and the
U. S. Department of Labor in accordance with the authority contained
In Attachment A, Section E, of the Circular.

Type
Final

Final

Provisional

Provisional

Effective Period

From 1To Rate*

7/1/04 6/30/05 14.25%
7/1/05 6/30/06 15.25%
7/1/06 6/30/07 17.17%
7/1/07 6/30/08 16.43%

(See Special Remarks)

USDOL/Cost Determination
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All

All

All

All

Applicable to

All Programs
All Programs
All Programs

All Programs
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* BASE:

Total direct salaries and wages including vacation, holiday and sick
pay but excluding all other fringe benefits.

TREATMENT OF FRINGE BENEFITS:

Fringe benefits are specifically identified to each employee and are
charged individually as direct costs. The directly claimed fringe
benefits are listed in the Special Remarks Section of this Agreement.

TREATMENT OF PAID ABSENCES:

Vacation, holiday, sick leave and other paid absences are included
In salaries and wages and are claimed on grants, contracts and
other agreements as part of the normal cost for salaries and wages.

Separate claims for these absences are not made.
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A. LIMITATIONS: Use of the rate(s) contained in this Agreement

IS subject to any statutory or administrative limitations and is applicable

to a given grant or contract only to the extent that funds are available.
Acceptance of the rate(s) agreed to herein is predicated upon the

following conditions:

(1) that no costs other than those incurred by the grantee/contractor

or allocated to the grantee/contractor via an approved central service cost
allocation plan were included in its indirect cost pool as finally accepted
and that such incurred costs are legal obligations of the grantee/contractor
and allowable under the governing cost principles,

(2) that the same costs that have been treated as indirect costs have

not been claimed as direct costs,

(3) that similar types of costs have been accorded consistent treatment, and
(4) that the information provided by the grantee/contractor which was used
as a basis for acceptance of the rate(s) agreed to herein is not subsequently
found to be materially inaccurate.

The elements of indirect cost and the type of distribution base(s) used in
computing provisional rates are subject to revision when final rates are

negotiated. Also, the rates cited in this Agreement are subject to audit.
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B. CHANGES: The grantee/contractor is required to provide
written notification to the indirect cost negotiator prior to
Implementing any changes which could affect the applicability
of the approved rates. Changes in the indirect cost recovery plan,
which may result from changes such as the method of accounting
or organizational structure, require the prior written approval of
the Division of Cost Determination (DCD). Failure to obtain such
approval may result in subsequent cost disallowance.

C. NOTIFICATION TO FEDERAL AGENCIES: A copy of
this document is to be provided by this organization to other Federal
funding sources as a means of notifying them of the Agreement
contained herein.
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D. PROVISIONAL-FINAL RATES: The grantee/contractor
must submit a proposal to establish a final rate within six months
after their fiscal year end. Billings and charges to Federal awards
must be adjusted if the final rate varies from the provisional rate.
If the final rate is greater than the provisional rate and there are no
funds available to cover the additional indirect costs, the
organization may not recover all indirect costs. Conversely, if the
final rate is less than the provisional rate, the organization will be
required to pay back the difference to the funding agency.

Indirect costs allocable to a particular award or other cost
objective may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or

by the terms of the award.
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E. SPECIAL REMARKS:

1. Indirect costs charged to Federal grants/contracts
by means other than the rate(s) cited in this Agreement should be
adjusted to the applicable rate cited herein and applied to the
appropriate base to identify the proper amount of indirect costs
allocable to the program.

2. Grants/contracts providing for ceilings as to the
Indirect cost rate(s) or amount(s) which are indicated in
Section | above, will be subject to the ceilings stipulated in the
contract or grant agreements. The ceiling rate or the rate(s) cited
In this Agreement, whichever is lower, will be used to determine
the maximum allowable indirect cost on the grant or contract
agreement.
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Fringe benefits other than paid absences consist of:
Worker's Compensation FICA
Health Insurance Pension Plan
Unemployment Compensation

XYZ Nonprofit Agency, Inc. staff maintain 100% time
distribution records. The indirect cost pool consists of:
a) Salaries and fringe benefits of the following positions:

Executive Director Dir of Fiscal Svcs
Account Tech 11 Admin Secretary

b) Support costs of the above positions as follows:
Professional Services Travel
Space Supplies
Equipment Leases Insurance & Bonding
Publications & Dues Repairs & Maintenance
Communications Postage

Miscellaneous
USDOL/Cost Determination
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ACCEPTANCE

BY THE COGNIZANT AGENCY
BY THE ORGANIZATION: ON BEHALF OF THE FED GOV:

XY Z Nonprofit Agency, Inc. U. S. Department of Labor

(Organization) (Agency)

(Signature) (Signature)

Jane Doe Victor M. Lopez

(Name) (Name)

Executive Director Chief, Division of Cost Determination
(Title) (Title)

December 1, 2007 December 1, 2007

(Date) (Date)

USDOL Negotiator: Ann Nonymous
USDOL/CosIE?élQrRhQQr? No.: (555) 555-5555 84



OK, I finally have an agreement. I
don't have to talk to you again, right?

As longi as youl have an award directly withitihe
fiederall government, you are required o
submit a new: proposal annually

» No latier than' six moniths after the close of
fhe organizationsi fiscal year

= Even if costis incurred during only part of
the year
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Question: Do the Indirect Cost
Rates Apply To Non-federal
Funding?

Indirect cost raties are used fo allocate
poolediexpenses forallfachivities; including
fiundraising and oifier nen-federal
dciliviiies

Once the cosisiare allocated fo all
activities, he payment process is between
the grantee/contractor and the funding
source
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Question: Do I Have to Use the
Rates in the Agreement?

Iihe rates represent the maximum
dllowable under OMB' Circular A-122

= Can billfall, seme, or hone

s Subject tio any grani ceilings' and
statutory limitations
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Question: Why do I need an

indirect rate? My grant gave me
157 for admin.

WA 157 admin limit s NOJra useable, billable
rate. 1T isia capibased ontiofal granii award!

Billabler costisiinclude allallowable; allocable; and
reasonable direct cosisi plusiindirect cosis.

= Indirect costs are determined through the application of:
an indirect rate.

Admin = Indirect

USDOL/Cost Determination
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Group Mini Quiz

Did you get it?

Let’s see if you did!

USDOL/Cost Determination
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2-1. On submitting an indirect cost
rate proposal, a general rule of
Thumb would be to...

a. Submifi a proposallif youl feel lucky

by SUbmiT @ proposal i your organization
liasionly’one source of funding

¢ Submit a proposal if your erganization
has multiple funding seurces

d. Submit a proposal without disclosing
unallowable costs.
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2-2. For organizations that have a
Federally-approved indirect rate,
indirect cosi proposalsimusii be
submitied...

a.

NG ater than April 15rof eachiyear in sync
with IRS regulations

NG latier than six montihs after the end' of
fhe organization's fiscal year

No later than three months after the end of
the organization's fiscal year

In triplicate
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2-3. A "Certificate of
Indirect Costs” is...

Whati you get firom DOL when, your' rate
IS approved

Your declaration thal your organizaiion
lasicomplied witi applicable Federal
cost principles and guidelines

Uhnecessary if your accountant isia
“Certified Public Accountianit”

What you get when you learn fiorhide
stuff in the indirect cost pool
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2-4. The organization chart
submitted with an indirect
raie proposal should...

a Reflect tlie dgency s incone potential

by Reconcile withi e agency:s accolniing
sirucitre

e Not show whiich unittsiare direct or indirect

d Be in color, and consisii of squares and
circles
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2-5. The stated purpose of a Cost
Policy: Statement is to provide...
a.  Documentation relative to agency.
Job descripiions
b Inifformarionion funding sireams

¢ A clear undersianding as e which
cosits will"be freated direct
and/or’ indirect

d. Stability in an unstable
environment
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2-6. The indirect cost rate
proposal isinormally based on
fne grantees...

o Grant year
b, Program year
¢, Fiscal year
d. Leap year
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2-7. In proposing a final indirect
cost rate, the Personnel Cost
Worksheel: musii be based on...

a Budgeis fior personnel cosis
b, Estimarties; by individual employees
c. e number off personnellinithe pool

d. Actual personnel’ costs documentied as
prescribed by the cost principles
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2-8. If the indirect cost base is

$1,200,000, and the approved
rate is 107, then the pool is...

a. $1,200

b, $120,000
¢ $12,000
d.  $833,333
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2-9. If the base is $1,000,000,
consisting oft 607/ Federal funding, and
the indirect costi pooll is: $100,000), then
e non-rederal share of e indirecs
CositpoolWollasses:

o $60,000

b, (1007 lessi607) times fihe base, or
40,000

T (0]0)0]0]0

d The reciprocal of the pool divided by the
square root of the Federal share
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Recap

1. ITndirect: costs and rates,

2. Where (Whali agency) should e enify.
submit the propoesal (i.e., cognizance),

5. Required components oift a proposal), and

4. Frequency off submissions.
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* Printer-Friendly Mersion

non-Profits and Commercial Organizations I I 4
1. Submit once unless changes are ohserved:

____1a. ©rganizational chart,

____1h. Employee time sheet sample, providing for distribution of hours to direct/indirect functions,

_1c. Signed Cost Paolicy Statement.

2, An Indirect cost rate proposal{s) providing the following:

_ 2a. Personnel Costs Worksheet, including fringe benefits breakdown.

2b. allocation of Personnel Worksheet, providing indirect/direct time charges.

2c. Fringe Benefits Worksheet,

2d. Statement of Total Costs, supporting the indirect and direct costs incurred by expense category, identified by Federal agency, specific
government grant, contract, and other non-government activities.

2e, Statement of Indirect Costs, including indirect cost pool{s), allocation base(s), and indirect cost rate{s) proposed.

3. Audited financial statements, if available. If audited financial statements are not available, IRS Form 990 {non-profits) or compilation/review
financial statements {for-profits) for the final rate proposal. Approved budget for provisional proposal, if needed. OMB A-133 supplemental information,

f available. Mote: The Statement of Total Costs {2d. above) must reconcile to Financial Statements. If not, please provide a reconciliation statement,

4, Certification that the indirect cost rate proposal was:

4a, prepared in a manner consistent with the applicable cost principles set forth in OMB 4-122 for non-prafits, or the Federal Acquisition
Requlations {Part 31 for commercial organizations.,

4b. that the non-profit grantee complied with the lobbying requirements of OMB Circular A-122, Attachment B, paragraph 25 (If applicable).
The certifications should be signed by the President/Executive Director, or Comptroller/CFO,

5. & listing of grants and contracts by Federal agency, total dollar amount, period of performance, and the indirect cost {overhead) limitations (if
anyy applicable to each, such as, ceiling rates or amounts restricted by administrative or statutory regulations, applicable to the period(s) of the
nropasal{s). This listing should also be supported by the approved federal grant or contract notification award(s),

b
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Exhibit F

SAMPLE: Cost Policy Statement {CPS)
for Indirect Cost Proposal I I I — 14

The following CPS is intended to be used as guidance for organizations that seek reimbursement for indirect costs under Federal awards. This model
assumes that ABC Organization uses

&,

the direct allocation basis to charge individual elements of costs, That is, in addition to direct costs, ABC has in place accounting procedures
which enable it to direct charge some costs that would otherwise be considered indirect costs (see, for example, the description below on how
the photocopy costs are charged).

the direct salaries and wages including applicable fringe benefits, to allocate the indirect cost “pool”,

[MPORTANT MOTE: The line items of costs in the CPS should reconcile with the line items of costs in the indirect cost proposal.

COST POLICY STATEMENT
ABC ORGAMIZATION

. General Accounting Policies

@ OO O

g.

Basis of Accounting - Accrual Basis

Fiscal Period - July 1 through June 30

Allocation Basis for Individual Cost Elements - Direct Allocation Basis

Indirect Cost Rate Allocation Base-Direct Salaries and Wages including applicable Fringe Benefits.

If ABC Organization needed a fringe benefit rate, it would describe its fringe benefit allocation base at this point.

ABC maintains adequate internal controls to insure that no cost is charged baoth directly and indirectly to Federal contracts or grants. A
description of the accounting system software would be describe at this paint,

ABC accumulates all indirect costs and revenues in accounts titled, "Indirect Cost-Expense" and "Indirect Cost-Revenue" respectively,

I1. Description of Cost Allocation Methodology

A. Salaries and Waqges

3.

Direct Costs - The majority of ABC's employees direct charge their salary costs since their work is specifically identifiable to specific grants,
contracts, or other activities of the organization such as lobbying, fund raising or providing services to members. The charges are supported by
auditable labor distribution reports which reflect the actual activities of employees,
Indirect Costs - The following staff charge 100% of their salary costs indirectly:

= Office Business Manager

® Secretary/Receptionist

Mixed Charges - The following employees may charge their salary costs to both direct and indirect activities:
= Executive Directar
® Administrative Assistant

L

L E
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ABC contributes to the following fringe benefits for its employees:

unemployment insurance,

worker's compensation,

F.I.C.A., health insurance,

and matching contributions ta a defined benefit pension plan.

N IR N R

Treatment of Fringe Benefits: ABC's accounting system tracks fringe benefit costs by individual employee and charges those costs directly or indirectly
n the same manner as salary and wage costs are recorded, ABC does not need to have a fringe benefit rate established.

Treatment of Paid Absences - Felease time costs {vacation leave earned, sick leave used, and holiday pay) are considered part of salary costs,
Consequently, separate claims for release time costs are not made. ABC's accounting system records release time as a direct or indirect cost in the
zame manner that salary costs are recorded, Yacation leave earned but not used during each fiscal period is recorded as a cost in the period earned.

C. Travel

Travel costs may be charged as either direct or indirect costs depending on the purpose of the trip.

For example:

The Executive Director of Company ABC travels to a regional office to give employees a quarterly update. This trip is indirect in nature and should be
charged as an indirect cost. However, if the Executive Director of Company ABC trawvels to a regional office to perform a specific task for a contract,
the trip would be considered a direct cost.

D. Board Expenses

Board expenses charged on an indirect basis are for travel to/from Board meetings (limited to expenses allowed under the Federal Travel Regulations)
and an annual fee of $250 paid to each Board member.

Other Board expenses are absorbed by ABC and are not charged either directly ar indirectly to Federal contracts or grants.

E. Supplies and Material

To the maximum extent possible, office supplies and materials are direct charged to the contract/grant which uses the supplies or materials.
Supplies and materials used by staff who are engaged in indirect activities will be charged on an indirect basis.

F. Occupancy Expenses

Fent - ABC occupies space it leases from Lessor Corporation, The lease provides for equal monthly payments during the term of the lease. Monthly
ease costs are allocated, based on: sguare footage, directly and indirectly as follows:

@ Dane & Internet
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K. Capital Ttems ~

Capital expenditures are charged directly to programs only in cases where a contract or grant specifically authorizes such charges. Mo capital item is
charged indirectly, The cost of capital items is purchased with non-Federal funds are recovered through depreciation charges. ABC's capitalization
threshold is $500.

| . Depreciation

The cost of capital items purchased with non-Federal funds which are used in a manner which benefits Federal programs is recavered through
depreciation charged. ABC recovers the cost of capital items using straight line depreciation methods in accordance with generally accepted
accounting principles. Depreciation is charged indirectly,

¥1. Service to Members

The cost of activities performed primarily as a service to members, clients, or the general public are classified as direct costs and bear their fair share
of indirect costs. These activities include:

maintenance of membership rolls,

subscriptions,

publications, and related functions, providing services and information to members, legislative or administrative bodies, or the public;
promotion, lobbying, and other forms of public relations;

meetings and conferences except those held to conduct the general administration of ABC Crganization;

maintenance, protection, and investment of special funds not used in operation of ABC; and administration of group benefits on behalf of
members or clients including life and hospital insurance, annuity or retirement plans, financial aid, etc,

[ T o R N T o I

\. Unallowable Costs

ABC recognizes that the following costs, as defined in 4-122 or the FAR, are unallowable charges to Federal awards and has internal controls in place
to insure that such costs are not charged to Federal awards:

advertising and public relations,
entertainment/alcoholic beverages,

capital expenditures,

defense claims by the Federal Government,
interest,

lobbying and fund raising.

[ T g R N T I e B

(Signature) iDate)

(Title)

N W PP Py
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Exhibit A I I I -2
Sample - Personnel Cost Worksheet
July 1, 20XX to June 30, 20XX
Annual Waorker's Health Total Total Personnel

Pasition Salary FICA State UI Compensation  Insurance  Retirement Benefits Costs

(a) (B) (C) (D) (E) (F)

3 b {a+b)
Executive Director +£60,000 4,111 £240 £600 £2,400 £4,800 $12,151 t£72,351
Administrative Assistant 22,000 1,683 240 220 2,400 1,760 £6,303 28,303
Controller 45,000 3,443 240 450 2,400 3,600 $£10,133 5L, 133
sccountant a0,0a0 6,885 720 Qa0 7,200 7,200 22,905 112,905
Program Planner (4) 120,000 9,120 Q60 1,200 9,600 9,600 $£30,540 150,540
Field Operations Director 35,000 2,678 240 350 2,400 2,800 £5,468 43,468
4rea Coordinatar * 15,000 1,148 240 150 1,400 1,200 4,138 19,138
Program Specialist 25,000 1,913 480 250 4,500 2,000 £0, 443 34,443
Personnel Directar 40,000 2,260 240 400 2,400 3,200 £9,500 49,300
Personnel Clerk {39 60,000 4,590 720 600 7,200 4,300 17,910 77,910
WIS Director 45,000 3,443 240 450 2,400 3,600 $£10,133 5L, 133
Head Start Director 45,000 3,443 240 4E0 2,400 3,600 $£10,133 £5:233
Data Entry Clerk * 12,000 o1a 240 120 1,200 Qa0 $£3,438 15,438
Al Other Positions ** 700,000 53,550 12,000 7000 120,000 56,000 248,550 948,550
TOTAL 1,314,000 $100,245 £17,040 £13,140 £165,200 £105,120 £403,745 £1,717,745

(4% In this example, vacation, holiday, sick leave, and other paid absences were included are in salaries and claimed in claimed on other grants,
contracts, or agreements, as part of salary costs, Separate claims for these absences are not made. Refer to Exhibit C.

(B) FICA taxable wages were computed at 6.2% of $55,500 per employee, and 1.45% based on $130,200 per employee.

(C) State unemployment compensation taxable wages were computed on the 1st $8,000 for 71 employees at 3% { 71 » $£8,000 » 3% = £17,040)

D) Warker's compensation was estimated at 1% of salaries (1% x $£1,314,000 = $£13,040).

(E) Health insurance was computed at $200 per month per employese,

'F) Fetirement was computed at 8% of an employee's annual salary. Example: Executive Directar's annual salary: $60,000 » 8% = $4,800.

* This represents employees who will work less than a twelve month period due to a grant/contract not being reviewed.

** These pasitions have been consolidated for illustrative purposes only; all personnel positions that require charging time to mare than one cost
abjective must be identified separately on this exhibit,
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Sample - Allocation of Personnel Worksheet
July 1, 20X X to June 30, 20XX
Federal Programs Mon-Federal Programs
a b
State
.5, s, U.5. Dept. Service Private
Dept. of Dept. of of Delivery Foundation

Pasition annual Salary Indirect Costs Direct Costs (a+b)  Labar HHS  Education Agency Fundraising Commercial
Exzecutive Director £50,000 £54,000 +£5,000 t5,000
sdministrative Assistant £22,000 22,000 £0
Controller £45,000 45,000 £0
gccountant £90,000 Q0,000 £0
Program Planner (4) £120,000 1Z,000 £108,000 72,000 12,000 15,000 6,000

100%; 10%% 90% G0% 10% 15% 5%
Field Operations Director $£35,000 E,250 £29,750 8,750 5,250 8,750 5,250 1,750

100% 15% BE9% 25% 15% 259% 159
area Coordinator * £15,000 £15,000 15,000
Program Specialist £25,000 £25,000 20,000 E,000

100% 100% 80% 20%
Personnel Director $£40,000 40,000 £0
Parsonnel Clerk {3 £60,000 60,000 £0
WIS Director $£45,000 45,000 £0
Head Start Director $£45,000 $£45,000 9,000 36,000

100%; 100%; 20% 20%
Data Entry Clerk * £12,000 £12,000 9,000 3,000
all Other Positions ** £700,000 £700,000 280,000 105,000 175,000 105,000 35,000
TOTAL £1,314,000 £373,250 £940, 750 £398,750 $163,250 $£204,750 $131,250 £6,000 £36,750

* This represents an employee who will work less than a twelve month period.

** These positions have been consolidated for illustrative purposes only. All personnel positions that require time to be charged to more than one
cost objective must be identified separately in this worksheet,

Wote: The salaries included in this exhibit are for illustrative purposes only,

Exhibit B-1
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EXHIBIT D
Sample - Statement of Total Costs - All Funds - and Distribution of Indirect Costs to the Cost Centers using two Sample Methods of

Allocation® (3 STEPS)

simplified Allocation Method I I I 7 9

STEP 1 - Do
Statement... Federal Programs Mon-Federal
Less: Exclusions "Modified" Dther Total Mon-
Total and Indirect  Total Direct Total Federal Dept. of  Federal Federal
Budget Categaory Costs Unallowables Costs (3} Costs Programs Labor Programs Programs
A = B+C+D B C D = E+F E F
Salaries £1,314,000 £373,250 £940,750 £7060,750 $515,000 £251,750 £174,000
Fringe Benefits
(30.73%) £403,746 114,686 289,060 235,596 158,242 77,354 53,464
Total Personnel
Costs £1,717,740 437,936 1,229,810 1,002,346 673,242 329,104 227,464
Consultant
Services t£26,000 14,000 12,000 10,200 10,300 1,700
Staff Travel £94,000 20,000 74,000 67,300 43,600 23,700 6,700
Bad Debts £10,000 £10,000 (1)
Office Rent £170,000 170,000
Consumable
Supplies £161,000 11,000 150,000 22,500 15,000 7,500 127,500
Subcontracts £175,000 107,000 {2} 62,000 10,200 2,200 2000 57,800
Purchase, Lease of
Equipment £82,000 22,100 £9,900
Telephone £109,400 LE,000 E4,400 8,200 6,200 2,000 46,200
Entertainment $£1,800 1,800 (1)
Printing and
Reproduction t£48,000 11,000 37,000 L, 500 3,500 2,000 21,500
Insurance and
Bonding £42,000 42,000
Postage and
Delivery £34,000 £,100 2,900 4,200 2,300 2,000 24,600
Depraciation £28,800 8,800 20,000 3,000 2,000 1,000 17,000
Emergency
Assistance +£54,000 54,000 (2}
Training Materials £82,000 82,000 1Z,300 10,000 2,300 69,700

h
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Costs £184,000 184,000 (2% ]
Total Mon-
Personnel Costs £1,302,000 £378,900 $£395,800 £526,300 £143,600 $101,100 $£42,500 £382,700
TOTAL £3,019,746 (4) £378,900 £884,736 $£1,756,110 £1,145,946 £774,342 £371,604 £610,164
STEP 2 - Rate
Calculation... STEP 3 - Distribution to the Cost Centers
Indirect Cost Rate Cistribution of Indirect Costs
Calculation® (ICsy - (5
Total
=l b ath
Allocation
Indirect Costs £8E4,736 Method & (G Base 1,002,246 673,242 229,104 227,464 1,229,811
Method & - Total
Direct Salaries &
Benefits 1,229,810 Times Indirect Rate 71.94% 71.94% 71.94%9 71.94%
Indirect Rate 71.94% Equals aAllocable Share of ICs £721,096 $£484,336  $236,760 £163,640 £884,73
Allocation
Indirect Costs £884,736 Method B (63 Base 1,145,945 £774,342 £371,604 610,164 1,756,111
Method B - MTDC  $£1,756,110 Times Indirect Rate 50.38% 50.38% E0.38% 50.38%
Indirect Rate E0.38% Equals Allacable Share of ICs £577,333 $390,117 £187,216 £307,402 $£8284,73
Difference between & % B
{B-B) £143,764 $94,219 £49,545 $0  ($143,764)

(1) AND (2} REFER T EXHIBIT E FOR EXPLAMNATIONS,

3} This column must be splitted to show multiple rate structures {(G&A, onsite, offsite), if applicable.

‘43 Must reconcile to the Financial Statements,

53 Is the result of multiplying the indirect rate times the allocation base for each cost center.

(6) For sample purposes only. Other allocation methods may be proposed as long as it provides and equitable and rational distribution of indirect

costs, Contact DCD for more details.,

Wote: The costs included in this exhibit are for illustrative purposes only.
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Annual Leave Earned
Sick Leave Taken
Holidays

FICA

State Unemployment Compensation
Warker's Compensation Insurance

Medical Insurance
Pension

Allocation Base:
Total Salaries

Less: Release Time
Chargeable Salaries

«_lLrI'_IEI TTSTT -\_llljl TOLUTE

Exhibit C
Sample - Statement of Employee Benefits
June 1, 20xx to June 30, 20xx

111-6

Emplovee Fringe Benefit Rate

Fringe Benefits
Allocation Base

OTE:

Method A Method B
£E50,384
£25,269
£50,384

Subtotal - Release Time £126,037 a
£100,245 £100,245

£17,040 £17,040

£13,140 $£13,140

£168,200 168,200

£105,120 $£105,120

SubTotal £403,745 £403,745 b

Total Employee Fringe Benefits 403,745 $529,782 (a+h)
1,314,000 1,314,000

-$126,037

£1,187,963

£403,745 529,782

£1,314,000 £1,187,963

Fringe Rate 30.73% 44, 60%

ethod A - For estimating purposes on budgets, grantees/contractors include release time as personnel salary costs; e, total salary,

ethod B - The fringe benefit poal includes time for vacation, holiday, and sick leave and is distributed through a fringe benefit rate.

he decision to use either method will depend on the grantee/contractor's accounting system and time distribution system.

Exhibit D
SAMPLE - Indirect Cost Proposal
Simplified Allocation Method



C-O HMREA® P¥O BB w5

Exhibit G
Certificate of Indirect Costs -

[ have reviewed the indirect cost proposal dated . This is to certify that:
1. All costs included in the proposal{s) submitted on to establish provisional, final, or fized indirect cost rate(s), for the
period , through are allowable in accordance with the requirements of

grants/contracts to which they apply and with the Federal cost principles; i.e., {please check those applicable cost principles):

CMB Circular &-87, Cost Principles for State, Local and Federally recognized Indian Tribal Governments.
OMB Circular A-122, Cost Principles for Mon-Profit Organizations
Federal Acquisition Regulation (FAR), Subpart 31.2, Cost Principles for Commercial Organizations.

2, This proposal does not include any costs which are unallowable under applicable Federal cost principles. For example:

advertising, contributions and donations, bad debts, entertainment costs, fines and penalties, general government expenses, and defense of
fraud proceedings;

3. The requirements standards on lobbying costs for non-profit (4-122% and commercial (FAR) organizations have been compiled with for the fiscal
vear ended , and

4, All costs included in this proposal are properly allocable to U.S. Department of Labor grants/contracts an the basis of a beneficial or causal
relationship between the expenses incurred and the agreements to which they are allocated in accordance with applicable Federal cost
principles.

Subject to the provisions of the Program Fraud Civil Remedies Act of 1986, {31 USC 3801 et seq.), and the Department of Labor's implementing
regulations, (29 CFR Part 22}, the False Claims Act {18 USC 287 and 31 USC 3729); and the False Statements Act {18 USC 1001}, I declare to the
hest of my knowledge the faregoing is true and correct.

Srantee/Contractor:

Signature: CEO or VP F|nance

Mame of authorized Official:

Title:

Date;
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Exhibit E

Sugqgested Allocation Bases

following are suggested allocation bases that might be used to direct charge joint costs to Federal awards and other activities of the
inization. The allocation base selected by the non-profit arganization or commercial organization must be:

easonable and consistently applied,

upported by accurate and current data,

ppropriate to the particular cost being distributed, and
nust result in an accurate measure of the benefits provided to each activity of the arganization.

minl =]

T¥PE OF SERVICE
Accounting
auditing

Budgeting

Building lease management
Data processing
Disbursing service
Employees retirement system administration
Insurance management service
Legal services
Mail and messenger
Motor pool costs including automotive management
Office machines and equipment maintenance repairs

Office space use and related costs (heat, light, janitor service,
etc.)

Organization and management services
Payraoll services
Personnel administration
Printing and reproduction

SUGGESTED BASIS FOR ALLOCATION
Number of transactions processed
Direct audit hours

Direct hours of identifiable services of employees of central

budget
HMumber of leases
System usage
Mumber of checks or warrants issued

HMumber of employees contributing

Dallar value of insurance premiums
Direct hours

HNumber of documents handled or service employees served
Miles driven and/or days used

Direct hours

Sq. ft. of space occupied

HMumber of employees
Mumber of employees
HMumber of employees
Direct hours, job basis, pages printed, etc.
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