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Preface

This Guide has been prepared by the Department of Veterans Affairs, Homeless Providers
Grant and Per Diem Program (GPD) Office, to assist non-profit organizations (NPO) in
understanding the requirements for negotiating indirect cost rates with the GPD Office.

An indirect cost rate (ICR) is simply a device for determining fairly and conveniently within
the boundaries of sound administrative principles, the dollar amount of indirect cost allocable to
each final cost objective (grants, contracts, activities ...). Note that indirect costs are incurred for
common or joint objectives and cannot be readily identified with a particular final cost objective
of the NPO. An ICR is the ratio between the total indirect cost and some direct cost base. The
indirect cost allocation method(s) used by each NPO depend on its own structure, program
functions, and accounting system.

An NPO establishes an ICR thru negotiations with its cognizant Federal agency. Prior to
negotiations with the GPD Office, the NPO is required to submit an Indirect Cost Rate Proposal
(ICRP), and other supporting documentation, which are subject to review and/or audit. The
ICRP and the results of the review and/or audit serve as the basis for negotiations. The
negotiations are finalized upon both the NPO and the GPD Office signing an Indirect Cost Rate
Agreement (ICRA). All Federal agencies must accept an executed ICRA. The ICRA serves as
the basis for a NPO to determine the dollar amount of indirect costs allocable to each of its
Federal programs and contracts. However, reimbursement of indirect costs is subject to
administrative limitations established in the grants and/or contracts, as determined by the
awarding Federal agency. Therefore, it is important to note that any indirect cost allocable to a
final cost objective may not be shifted to another Federal award(s) and/or contract(s) to
overcome funding deficiencies, or to avoid restrictions imposed by law or by the terms of the
award. However, due to the unique requirements of GPD per diem reimbursement, under certain
circumstances this restriction may not be applicable, therefore allowing GPD programs to absorb
indirect costs associated with other final cost objectives that directly benefit veterans receiving
services under a GPD grant.

The indirect cost rate negotiation process has been designed to be flexible and limit the
resource requirements of both the NPO and the GPD Office. It is likely that most NPO’s will
expend more resources the first time this process is completed; however, it is expected that
significantly less resources will be required to complete subsequent ICR proposals and
negotiations. It is the goal of the GPD Office to administer this process in the most efficient
manner possible. Therefore, feedback is welcomed and will be considered for subsequent
revisions to this process.

The level of cooperation and support provided by the NPO is a necessary and key factor to
ensure this process is conducted in an efficient manner. Therefore, prior to beginning this
process we ask that NPO’s review this guide in its entirety, as well as, OMB Circular A-122
(codified with Attachments on August 31, 2005, in 2 CFR Part 230) “Cost Principles for Non-
Profit Organizations,” which establishes the Federal requirements for the determination of
allowable and unallowable direct and indirect costs. This circular is at either one of the
following websites:



http://www.whitehouse.gov/omb/circulars/al22/a122 2004.aspx

http://www.whitehouse.gov/omb/assets/omb/circulars/al22/a122 2004.pdf

I look forward to working with each NPO interested in obtaining a Federally approved ICR
from the GPD Office. All inquiries for additional information should be directed to me; my
contact information can be found in Section IV (page 15) of this Guide.

Thanks for participating in the GPD, and for your dedication in serving veterans.

GPD Auditor
Homeless Providers Grant and Per Diem Program
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I. Definitions and General Information

This section includes definitions and general information related to common terms that are
used throughout this guide. NPO’s should review these terms prior to reading this guide and
refer back to this section whenever necessary.

The following terms are included:

Certificate of Indirect Costs
Cognizant Federal Agency

Cost Policy Statement (CPS)

Direct Cost

Final Cost Objective (FCO)

Indirect Cost

Indirect Cost Allocation Methods
Indirect Cost Rate

Indirect Cost Rate Agreement (ICRA)
Indirect Cost Rate Proposal (ICRP)
Organizational Chart

Other supporting documentation
Timesheet or Personnel Activity Report (PAR)



Certificate of Indirect Costs

A "Certificate of Indirect Costs" must be signed on behalf of the organization, by an
individual at a level no lower than executive director or chief financial officer of the organization
that submits the proposal. This document is required to be submitted as part of the ICRP. See
Appendix E for an example of this document.

Cognizant Federal Agency

The cognizant Federal agency is responsible to negotiate and approve indirect cost rates on
behalf of all Federal agencies. Typically, the Federal agency with the largest dollar value of
awards with an organization will be designated as the cognizant Federal agency. However, the
Federal agencies concerned may agree to different arrangements.

An organization may request the GPD Office to assume or relinquish cognizant agency
responsibilities to or from another Federal agency. Granting the request is at the discretion of the
Federal agencies concerned. Contact the GPA Auditor for guidance and assistance with this
process.

It is up to the NPO to identify its cognizant Federal agency and to initiate ICR negotiations.

Cost Policy Statement (CPS)

The organization’s written policy that discloses its accounting practices, policies, and
procedures for allocating direct and indirect costs. It is required documentation upon an
organization’s first indirect cost rate proposal submission and requires a signature. A CPS
(including subsequent revisions) is required prior to the GPD Office entering into indirect cost
rate negotiations. See Appendix H for an example.

Direct Cost
A cost that can be identified specifically with a particular final cost objective.

Final Cost Objective (FCO)

A particular award, project, service, or other direct activity of an organization. FCO’s are
specifically identified within an accounting system structure to ensure costs of an identified FCO
are segregated and distinguishable from other identified FCO’s.

Indirect Cost

Costs that have been incurred for common or joint objectives, and cannot be readily
identified with a particular final cost objective.

Indirect Cost Allocation Methods

Specific instructions on the computation of indirect cost rates with the conditions on when to
use each method are contained in OMB Circular A-122, Attachment A.

The three basic methods for calculating indirect cost rates are the:

» Simplified (See Appendix A)
» Direct Allocation methods (See Appendix B)
» Multiple Rate (See Appendix C)



OMB Circular A-122 also provides for the use of Special Indirect Cost Rates. A single
indirect cost rate for all activities of the organization may not be appropriate when work under
the Federal program is conducted in an offsite location and the level of administrative support is
different than other programs. These rates are not covered within these guidelines.

Indirect Cost Rate

An indirect cost rate is simply a device for determining fairly and conveniently within the
boundaries of sound administrative principles, the dollar amount of indirect cost each program
should bear. An indirect cost rate is the ratio between the total indirect expenses and some direct
cost base.

OMB Circular A-122 describes the different types of indirect rates that can be negotiated.
The GPD Office typically issues provisional and final indirect cost rates, which are described
below. There are also predetermined and fixed rates, but these are rarely used.

Provisional rate or billing rate means a temporary indirect cost rate applicable to a
specified period which is used for funding, interim reimbursement, and reporting indirect
costs on awards pending the establishment of a final rate for the period.

Final rate means an indirect cost rate applicable to a specified past period which is based
on the actual costs of the period. A final rate is not subject to adjustment. Note that a
final indirect cost rate is established after an organization's actual costs are known,
typically a fiscal year. Once established, a final indirect cost rate is used to adjust the
indirect costs claimed on grants and contracts.

IMPORTANT: The use of provisional and final rates will likely result in final audited
expenditures being higher or lower than those budgeted for specific awards. This may require a
NPO to reimburse a Federal agency that paid excess indirect costs billed. ICR adjustments are
typically administered by the Federal agency during the award close-out process.

A final rate may be issued as a provisional rate in the ensuing year, adjusted for anticipated
changes in funding levels or costs.

Provisional and final rates are preferred by most organizations for the following reasons:

e Actual indirect costs are allocated to program objectives in the year incurred,
creating accurate cost information;

e There are no prior year indirect costs carried into a future year to burden new or
continuing funding;

e All indirect costs are properly funded in the fiscal year incurred, creating no profit
or loss for the organization;

e The organization's accounting system must determine actual costs each year, a
capability that ultimately must exist to synchronize accounting, budgeting, and cost
allocation; and

e The actual cost of services or programs is determined annually and is therefore
available for purposes of internal management and informed budgeting.

An organization may request negotiation of predetermined or fixed rates; however this will
require adequate justification as determined by GPD Auditor.



Indirect Cost Rate Agreement (ICRA)
The results of the indirect cost rate negotiations are formalized in an ICRA, which includes:

e The approved rate(s) and information directly related to the use of the rates, e.g.,
type of rate, effective period, and distribution base.

e The treatment of fringe benefits as either direct and/or indirect costs;

e General terms and conditions, and special remarks.

Indirect costs can only be charged to a Federal grant or contract based on an ICRA approved
by the cognizant Federal agency. However, the approval of indirect costs by the cognizant
Federal agency is not intended to identify the circumstances or dictate the extent of Federal
participation in the financing of particular Federal awards.

An example of an ICRA used by the GPD Office is shown in Appendix G.

Indirect Cost Rate Proposal (ICRP)

Documents the organization is required to submit in order to negotiate indirect cost rates with
the GPD Auditor. A certificate of indirect costs and ICRP Checklist are always required to be
submitted as part of the ICRP. In addition, a series of Exhibits are required to summarize
personnel costs, the allocation of personnel costs, the distribution of total costs to indirect and
direct functions, a detailed calculation of the indirect cost rates, and a listing of total cost for each
Federal award. Examples of these types of exhibits are presented in Appendix E. It is also
recommended that the NPO’s include a cover letter in order to provide additional information
relevant to the ICR process. Note that once a NPO has established a history of accurate
estimates, the ICRP Exhibit requirements can be significantly reduced if approved by the GPD
Auditor.

Organizational Chart

A diagram that provides a snapshot of an organization’s structure. Typically, it includes the
relationships and relative ranks between its departments, functions, and positions/jobs.

Other supporting documentation

Other supporting documentation includes information that serves as the basis for supporting
the organizations’ cost accounting methodology proposed in the ICRP, and any other
information requested by the Reviewer, and/or necessary to support data and information within
the ICRP.

At a minimum the most current version of a cost policy statement, an organizational chart,
and a timesheet or PAR are required the first time an NPO submits an ICRP to the GPD Office.
These documents will be kept on file by the GPD Office, and are therefore not required to be
submitted with subsequent ICRP’s unless the document(s) has been revised.

Timesheet or Personnel Activity Report (PAR)

Document used to support the distribution of salaries and wages to awards. A PAR reflecting
the distribution of activity of each employee must be maintained for all staff members
(professionals and nonprofessionals) whose compensation is charged, in whole or in part,
directly to Federal awards. In order to support the allocation of indirect costs, such reports must
also be maintained for other employees whose work involves two or more functions or activities
if a distribution of their compensation between such functions or activities is needed in the
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determination of the organization's indirect cost rate(s) (e.g., an employee engaged part-time in
indirect cost activities and part-time in a direct function).

IMPORTANT: Refer to OMB Circular A-122, Attachment B, (8)(m), for additional
PAR requirements, to ensure the NPQO’s labor charging practices comply with these
requirements.

An acceptable timesheet or PAR is presented in Appendix F.



I1. Is an Indirect Cost Rate Necessary

If a NPO would like to be reimbursed for certain types of indirect costs under Federal
awards than a Federally approved ICR is required. Therefore, before going through the process
of obtaining a Federally approved ICR, a NPO should consider the types of indirect costs
incurred and the allocation method used to distribute the costs to FCO’s.

If a NPO determines there is not a cost benefit in obtaining a Federally approved ICR, then it
should not seek to negotiate one. If it does, then it is highly recommended the remaining
sections of this guide are understood, prior to requesting ICR approval from the GPD Office.

A NPO is not required to obtain an approved ICR: it is voluntary.

This section includes the following information:

General administration and general expenses (G&A)
Direct allocation or Pool allocation?
Basic criteria to determine if an NPO should submit an ICRP



General administration and general expenses (G&A)

All NPQO’s to some degree incur G&A, sometimes referred to as management and general
expenses. These types of expenses typically do not have a causal relationship with FCO’s, but
are necessary for the overall benefit and operation of all types of businesses. Examples of these
types of indirect costs include the executive director's office, accounting, human resources, and
library expenses. These types of indirect costs cannot be directly charged or allocated to final
cost objectives, and therefore an ICR is necessary for an NPO to be reimbursed for these costs
under Federal awards. If these are the only types of indirect costs incurred by a NPO, then the
NPO should determine if there is a cost benefit to expend the resources necessary to obtain a
Federally approved ICR. To do this, the NPO should review the terms of each Federal award to
ensure these costs are reimbursable under the award, are included in the budget and are not
subject to limitations. It is unlikely that all G&A will be recouped solely under Federal awards,
and the dollar amount the NPO will actually be reimbursed should be given serious consideration
before seeking to obtain a Federally approved ICR. This should also be considered by NPO’s
using the simplified method for allocating indirect costs.

Direct allocation or Pool allocation?

Costs that cannot be directly identified with a FCO, and have a causal benefit to multiple, but
not necessarily all functions and/or FCQO’s, can be allocated individually or in groups. Typically
the full amount allocable to a Federal award is reimbursable.

1. Direct allocation

A direct allocation is when an individual indirect cost is charged, only to the functions and/or
FCO’s receiving a measurable benefit, using an appropriate prorated basis. An ICR is not
required for indirect costs directly allocated. Since this method requires the proration of specific
costs, it could be an administrative burden to the accounting department. Additionally, an
expense directly allocated is subject to the approval of each Federal award agency being charged
a portion of the cost. If the direct allocation method is used, the NPO must be able to justify the
basis for prorating the cost. Written policies and procedures should fully document the basis for
all costs directly allocated.

2. Pool allocation

A pool allocation is when individual types of indirect costs that are also similar, are grouped
(pooled) together and then allocated using an ICR, developed on a basis that best measures the
relative benefits provided to each FCO and/or function. This methodology does require a
Federally approved ICR, however, the administrative burden on the accounting department for
some NPQO’s could be significantly less when compared to the direct allocation method.

Therefore, NPO’s should determine the methodology that results in the greater cost benefit,
primarily through consideration of the administrative burden to the accounting department.

Basic criteria to determine if an NPO should submit an ICRP

NPQ’s should submit an ICRP to the GPD Auditor only when the following circumstances
are applicable:



e The GPD Office is the organization’s cognizant Federal agency and;
e The organization plans to claim for reimbursement of indirect costs under Federal
awards.

Therefore, it is important to note the following:

e |f an organization does not plan to request reimbursement for indirect costs, it is not
required to submit an indirect cost rate proposal.

e Indirect costs are only allowable for reimbursement under GPD awards if the
organization has a negotiated Indirect Rate Agreement with the cognizant Federal agency
covering the fiscal year in which the costs were incurred.



I11. Indirect Cost Rate Process

The ICR process described in this section is to be followed by a NPO if the Department of
Veterans Affairs, GPD Office is its designated cognizant Federal agency. If another Federal

agency has been designated, the organization should contact that agency and follow its procedure
for negotiation and approval of an ICR.

This section includes the following information:

Submissions of Indirect Cost Proposals
Indirect Cost Rate Proposal Review and Report
Indirect Cost Rate Negotiations

Disputes

Retention of Records



Submissions of Indirect Cost Proposals

Final and provisional ICRP’s must be developed and submitted on an annual basis to the
GPD Auditor no later than six months after the close of the organization's fiscal year, unless an
exception is approved by the GPD Auditor. For example, an NPO with a fiscal year ending
12/31/2009, that has previously negotiated an ICRA with the GPD Office, is required to submit
the following along with the supporting documentation no later than 6/31/2010:

e Final ICRP for fiscal year ending 12/31/2009. (Actual costs incurred).
e Provisional ICRP for fiscal year ending 12/31/2011. (Budgeted costs).

NPQO’s new to the GPD program with no prior Federally approved ICR, must submit a
provisional ICRP no later than three months after the effective date of the GPD award, unless an
exception is approved by the GPD Auditor.

NPQ'’s that are currently GPD awardees that have not yet obtained an approved ICRA should
contact the GPD auditor to determine the ICRP type(s) required.

Within one week of receipt of an ICRP the GPD Auditor will send a written confirmation to
the NPO.

Indirect Cost Rate Proposal Review and Report
ICRP’s will be reviewed by personnel designated (Reviewer) by the GPD Office. The GPD
Auditor will forward the ICRP to the Reviewer within one week of receipt. The Reviewer will
determine whether the submitted ICRP is adequate to serve as a basis for negotiating an ICRA.

If the Reviewer deems additional information is needed to support the ICRP the NPO will be
notified. The Reviewer will then work with the NPO to modify its ICRP for resubmission.

If the ICRP requires corrections, the Reviewer will work with the NPO to make the necessary
corrections.

When deemed adequate, the Reviewer will contact the NPO to make arrangements for
coordinating and conducting the review.

Upon completion of the review, the Reviewer will conduct an exit conference with the NPO
to provide a summary of the results and the details necessary for the NPO. The NPO will have a
reasonable amount of time to respond to the results of the review. The Reviewer will then issue
a final report on the results of the review to the GPD Auditor. If provided, the NPO’s response
will be incorporated and/or attached to the report. This report will serve as the basis for the GPD
Auditor to negotiate and approve an ICR(s) with the NPO.

Indirect Cost Rate Negotiations

Upon receipt of the ICRP Review Report, the GPD Auditor will, within one week, contact
the submitting organization and set a date for negotiations.

The results of negotiations will be formalized in an Indirect Cost Rate Agreement (ICRA)
signed by the GPD Auditor (or his designee), and an authorized representative of the submitting
organization. The authorized representative of the NPO must be at an equivalent or higher level
to that of a Chief Financial Officer (CFO).
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Disputes

When the GPD Auditor and a NPO cannot reach an agreement on an acceptable indirect cost
rate(s), the GPD Auditor will issue a unilateral determination of the rate(s), provide written
notification of the determination to the NPO, and advise the NPO of its right to dispute the
determination through the appeals process.

If the NPO decides to dispute the determination it must submit a written appeal to the GPD
Auditor within 10 days after receipt of the notification. The NPO may request an extension not
to exceed 10 additional days by contacting the GPD Auditor within 5 days after receipt of the
notification. An extension will be granted at the sole discretion of the GPD Auditor, upon
consideration of the complexity and number of issues to be resolved. The appeal must include a
specific reason(s) for disputing the determination, and any additional documentation necessary to
support the reason(s). The GPD Auditor will then forward the appeal to the VA Official
assigned to resolve the dispute. This VA Official will then issue a final decision to the GPD
Auditor, who will promptly notify the NPO.

If the dispute is resolved in favor of the NPO, the GPA Auditor will rescind the
determination and issue a revised IRA signed by the VA Official, for the NPO to sign and
return. If the dispute is not resolved in favor of the NPO the GPD Auditor will revise the
determination to reflect the NPO was unsuccessful in its dispute, and issue an IRA that
incorporates the final decision for the NPO to sign and return. The revised determination will
remain effective until the NPO signs and returns the initial IRA to the GPD Auditor, at which
time it will be rescinded.

Retention of Records

ICRP’s and other supporting documentation submitted to the GPD Auditor, and used as the
basis for negotiation of an ICRA are subject to a 3-year retention requirement from the date of
submission.

If any litigation, claim or audit is started before the expiration of the 3-year period, the
records shall be retained until all litigations, claims or audit findings involving the records have
been resolved.

11



IVV. Preparing an Indirect Cost Rate Proposal

GPD awardees must have an established accounting system prior to being awarded a grant or
contract from the Department of Veterans Affairs. This also required by most of the other
Federal agencies. The accounting system must provide adequate internal controls to safeguard
assets, insure fund accountability by cost category, assure accounting data accuracy and
reliability, promote operating efficiency, and comply with Government requirements and
accounting procedures. For reference purposes, see the Standards for Financial Management
Systems in OMB Circular A-110, codified under 38 CFR Part 49.

It is important for NPO’s to ensure that the ICRP submitted to the GPD Office is based on its
current organizational structure and accounting practices. The NPO must be prepared to explain
and discuss this, if asked by the GPD Auditor or his/her designated representative (e.g.
Reviewer).

This section has been designed to help ensure NPO’s consider all relevant factors necessary
to prepare an adequate ICRP; one that is current, accurate, and complete. The following topics
are included in this section:

Preliminary Steps

Prepare an Indirect Cost Rate Proposal
Submit to the GPD Auditor

Modified Indirect Cost Rate Proposal

12



Preliminary Steps

Prior to the preparation of an ICRP and any supporting documentation, the cost principles
established by OMB Circular A-122 (2 CFR Part 230) should be thoroughly reviewed. If
indirect costs are allowed in the award, the entity will then be ready to prepare an ICRP based on
the following steps:

1. Organization Review

o |f one does not already exist, prepare a formal organizational chart(s), or a rough draft
version, and provide any information or material explaining the various services and/or
functions for each unit.

e Determine which units are indirect (administrative) functions of the organization.

¢ Determine the services that are allowable and allocable to Federal grants and contracts per
the applicable cost principles.

2. Review Federal and Non-Federal Funding

e Prepare a list of all funding sources for all service and functions identified above.
o |llustrate the list of funded programs on a copy of the organization chart.

3. Review the Accounting Structure

¢ Obtain a chart of accounts, or some other list of accounts for your organization, in which the
actual dollars expended can be related to various programs and/or organization structure.

e Reconcile the accounting structure to the organization chart.

o If necessary, determine changes to implement an indirect cost rate system of billing.

4. Determine the indirect cost methodology

¢ Based on the steps completed above determine if the current indirect cost allocation
methodology complies with the requirements set forth under OMB Circular A-122, or
develop and implement a methodology that does comply.

5. Review/Develop/Update the Cost Policy Statement

e Review the CPS to ensure it is current, accurate, and complete.
e If no revisions to the CPS are necessary, the organization should insert the following
language into the ICRP transmittal letter:

[ABC Non-Profit/Commercial Organization] hereby confirms that
no changes to its accounting policies and practices as set forth in
its Cost Policy Statement dated [September 13, 200X] have been
made.

o If there are revisions to a CPS, NPQO’s need to clearly identify changes made from the
original CPS, and submit the revised pages.

e |f the organization does not have a current, accurate, and complete CPS on file with the VA
GPD, then it must be submitted as part of the ICRP.
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Prepare an Indirect Cost Rate Proposal

The Exhibits described in this section are not strictly required. NPO’s may modify or
combine Exhibits as appropriate for its accounting methodology, or design Exhibits
automatically generated from its accounting system. However, all the basic types of information
presented in the Exhibits are required to be included as part of the ICRP.

The following types of Exhibits are common examples of what should be included as part of
an ICRP:

1. Personnel Costs Exhibit

A document that summarizes the total compensation costs for each employee or job position.
This can be combined with the Statement of employee Benefits. All Exhibit A’s in Appendix E
are examples of this type of exhibit.

2. Allocation of Personnel Costs Exhibit

A document that summarizes how all personnel costs, for each employee or job position, are
charged to major functions and/or each Federal and Non-Federal cost objective. The percentage
of time per position may be entered in addition to the dollar amount. All personnel costs must be
allocated for each position. This Exhibit must reconcile to a Personnel Costs Exhibit.
Timesheets or PAR’s are the detailed documents that support this Exhibit. All Exhibit B’s in
Appendix E are examples of this type of exhibit.

3. Allocation of Employee Benefits

A document that calculates an Employee (Fringe) Benefit rate and identifies the cost
elements assigned to the pool and base. This document is only required if the organization
allocates Employee Benefits via the indirect rate method. If Employee Benefits follow the salary
of the individual then this schedule is not necessary.

Employee benefits should be accrued in the period incurred, including accrued leave if
employees have an irrevocable right to be compensated during employment or upon termination
of employment. Generally, the cost of annual leave is recognized when it is earned by the
employee, and holiday and other types of leave are considered a cost to the extent of actual
compensation to employees.

Exhibits A, for the Multiple Allocation Method in Appendix E, are examples of combining
this type of Exhibit with the Personnel Costs Exhibit to determine an Employee Benefit Rate.
Exhibits B, for the Multiple Allocation Method in Appendix E, are examples of combining this
type of Exhibit with the Allocation of Personnel Costs to illustrate the allocation of employee
benefits to major functions and/or FCO’s.

4. Statement of Total Costs

This document should contain all line items of costs included in the entities’ chart of
accounts, Statement of Functional Expenses, and/or the CPS, with applicable columns for direct
costs (by cost center), indirect costs, (overhead, G&A, etc.) and unallowable costs (if applicable).
The total costs should reconcile to the entities’ financial statements. If it does not reconcile, the
entity should provide a separate schedule supporting all differences. This Exhibit may be
divided into two exhibits that separate direct costs from indirect cost pools. All Exhibit C’s in
Appendix E are examples of this type of exhibit, combined with the Allocation of Indirect Costs
Exhibit.
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5. Allocation of Indirect Costs Exhibit

This document should contain all line items of costs included in the indirect cost “pool(s)”,
the applicable allocation base(s), and the resulting indirect cost rate(s). The allocation base
should be traceable to the statement of total costs. If it is not clearly traceable, an additional
schedule for reconciliation should be provided. This exhibit can often be combined into the
Statement of total costs exhibit as shown in all Exhibit C’s in Appendix E.

6. Total Costs by Federal Award Exhibit

This document lists each Federal grant and contract and includes information such as the
Federal agency, period of performance, $ amount of the award, and allocation of costs. The
allocation of costs may be omitted if this information is presented in a Statement of Total Costs.
All Exhibit D’s in Appendix E are examples of this type of exhibit.

7. Prepare other supporting documents and information

In addition to the schedules, an ICRP also requires the NPO to prepare and submit the
following:

¢ A Certificate of Indirect Costs that is signed by the Executive Director, or other designated
official with signature authority. (See Appendix E for a sample).

¢ Other supporting documentation as required and described in Section I, and presented in
Appendices F, G & H of this guide.

Submit to the GPD Auditor
e Prepare a transmittal cover letter and/or e-mail to request an ICRP, designate contact
personnel, reference the checklist, and provide additional relevant information.
e Complete the ICRP Checklist (See Appendix E) to ensure all required information and
documents are submitted.
e Assemble transmittal cover letter/e-mail, checklist, ICRP, and all other documents identified
on the checklist.
¢ Send to the GPD Auditor using of the following delivery methods:
[ ]
Mail to:  Department of Veterans Affairs
GPD Field Office
10770 N 46th Street, Suite C-200
Tampa, FL 33647

e Contact the GPD Auditor at the e-mail address above or via telephone at 1-877-332-0334 if a
receipt confirmation is not received within 15 business days of mailing or 10 business days
of e-mailing an ICRP.

Modified Indirect Cost Rate Proposal

IMPORTANT: Once a NPO has established a history of accurately estimating its
indirect cost rates, the Exhibit requirements described above may be limited upon approval by
the GPD Auditor. Specifically, the only required Exhibit would be the Allocation of Indirect
costs (See #5 above). This is for estimating only; to establish and negotiate final indirect rates,
the NPO must meet the Exhibit requirements set forth above.
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V. Supporting the Review of Indirect Cost Rate Proposals

The Reviewer assigned by the GPD Office will contact the organization to coordinate any
assistance that may be required such as follow up questions, and/or concerns — and may request
additional documentation, and/or narrative responses, in support of the ICRP. The

organization’s effort in assisting the review has great impact on the timeliness of the review and
subsequent negotiations.

This section consists of the following topics:

General recommendations for NPO’s

ICRP Basic Review Procedures

NPO Preparation

Negotiating an Indirect Cost Rate Agreement
NPO preparation for negotiations
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General recommendations for NPO’s
e The organization should document all meeting and/or telephone conversations, e-mails and
faxes, throughout the review and negotiation process.
e Seek explanations if particular concepts or regulatory interpretations are not understood.

ICRP Basic Review Procedures

Some issues that may be raised during the review by the reviewer or during negotiations by
the GPD Auditor usually result from the following procedures. Knowing these procedures while
preparing an ICRP, organizations may enable us to avoid such issues from occurring.

e Determine that the applicable cost principles under OMB Circular A-122 were followed.

¢ Review the organization chart for a visual picture of the flow of responsibility,

e Identification of areas of common costs, and the location of those areas in which federally-
funded activity exists

e Perform a mathematical verification of the proposal.

e Determine that the proposal reconciles with the supporting audit, official budget or financial
statements.

¢ Review the financial statements and audit report for any indication of activities which may
have been omitted from the indirect cost proposal, i.e., the omission of restricted fund costs
or the existence of an affiliated organization receiving supportive service from the parent
organization.

e Determine that the itemized costs in the indirect cost pool pertain to functions that are
supportive of all direct activity.

e Determine that costs that are statutorily unallowable, or for reasons of non-allocability, have
been eliminated from the indirect cost pool. Determine whether these unallowable or non-
allocable items should be added to the distribution/allocation base.

¢ Review and analyze direct costs to determine consistency in charging specific items of cost
and the selection of an appropriate base for allocating indirect costs.

e Compare actual costs incurred to the initial budget and current budget to actual costs incurred
in prior fiscal year(s).

NPO Preparation

e Have a representative available who fully understands and can clearly explain the accounting
methodologies adopted by the NPO.

e Ensure the ICRP Exhibits are mathematically correct and accurately cross reference to other
exhibits and/or supporting documents. Provide reviewer with the ICRP in electronic format
(e.g. MS Excel).

e Ensure all documents that support the ICRP are readily available upon request; to include a
representative who can explain how the document supports the ICRP.

e Identify and explain/justify significant cost increases/decreases from between actual costs
and what was budgeted as well as between current budget and prior year actual costs
incurred.

Negotiating an Indirect Cost Rate Agreement

e Upon receipt of the report, the GPD auditor will review the results and then contact the
organization to coordinate the negotiation and signing of the ICRA.
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¢ Negotiation process will be administrative in process in cases when both the Reviewer and
NPO agree on and indirect cost rate.

NPO preparation for negotiations

e \When the NPO does not concur with the Reviewer:

e |t should be prepared to fully explain its position and provide the necessary supporting
documents to the GPD auditor.

e It should point out specific reasons why regulations cited by the reviewer do not apply.
e It should identify specific regulations that support its argument and/or mitigates the
Reviewer’s interpretation.
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V1. Common Issues Related to Charging Costs

The purpose of this section is to identify issues that are commonly overlooked by
organizations when accounting for costs incurred under Federal awards, and consists of the
following topics:

Consistent Treatment

Credits and Interest Earned

Fundraising and Other Activities

Inter-Organizational Transfers and Related-Party Transactions

Timekeeping Systems

Unallowable Costs

Unsupported Costs
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Consistent Treatment

There have been instances in which NPO’s have directly charged a portion of general
administrative and general expenses (G&A) to a Federal award, while charging the remaining
G&A to all other awards based on its indirect rate. In addition, some NPO’s have charged costs
directly identified with a Federal program to the indirect cost pool, resulting in other Federal
awards funding an expense unrelated to their awards.

Credits and Interest Earned

Some NPQ’s in the past have failed to apply credits, such as receipts and refunds, to the
applicable direct or indirect costs that generated the credit. This is similar to NPQO’s that have
not used interest earned on funds related to a specific Federal award, as a deduction to costs
charged under the Federal award or to fund additional activities permitted but not funded under
the award.

Fundraising and Other Activities

A common oversight is for NPO’s to include unallowable activities, such as fundraising,
services to members, maintenance of membership rolls, public relations, and lobbying, as part of
the G&A cost pool. This results in the allocation of unallowable costs and activities to Federal
awards. OMB Circular A-122, Attachment A, Section B (3&4) states that the costs of
unallowable activities must be treated as direct costs, and allocated an equitable share of the
organization's indirect costs (G&A). Therefore, costs incurred for fundraising and other
activities are unallowable and must be included in the appropriate indirect allocation base(s).

Inter-Organizational Transfers and Related-Party Transactions

Supplies and services acquired from affiliates, related parties, and organizations under
common control, must be based on the actual costs of the organization or related party providing
the supplies and/or services. Any profit or unreasonable expenses cannot be charged to or funded
by Federal awards. Common examples include NPO’s that have entered into property leases
and/or service contracts (transportation, IT support, food service, ...) with an executive level
employee or board member. It is a practice for some NPQO’s to pay a fee to an affiliated
organization or one of its departments, for property development support.

Timekeeping Systems

In many cases, a timekeeping system was either not used at all or was used for payroll
purposes only (time and attendance and not for labor distribution purposes. It is very important
for NPO’s to support labor costs charged to FCO’s with a timecard or PAR. Refer to OMB
Circular A-122, Attachment B, (8)(m) for all timecard requirements.

Unallowable Costs

Reviews and audits have identified costs charged for activities not allowed or costs that are
not reimbursable, per terms of the grant. In addition, costs deemed expressly unallowable per
OMB Circular A-122, Attachment B must be identified and excluded from any reimbursement
and/or billing request.

Unsupported Costs

To be allowable, all direct costs and indirect costs must be adequately supported by source
documentation which clearly shows the purposes and circumstance of the cost incurred. For
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example, canceled checks, credit card invoices and travel agents' invoices alone are not sufficient
to determine whether the costs are chargeable as direct costs or indirect costs.

In order to determine whether a cost is allowable under or allocable to a Federal award, the
purpose and circumstance of the cost incurrence must be established. A large number of NPO’s
have not provided adequate documentation to support the allowability of the costs charged to
Federal awards.

Also, verbal approval from an official representative of a Federal agency is insufficient
documentation for supporting the allowability of costs and/or activities charged to Federal
awards. Any modifications to a Federal award must be in writing and signed by the official
representatives of the Federal agency and the NPO.
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Appendix A: Using the Simplified Method

The purpose of this section is to provide additional guidance for the NPO to allocate indirect
costs by using the Simplified method as described in, and that complies with, the requirements
set forth under OMB Circular A-122.

This section consists of the following topics:

Overview of the Simplified Method
Allocation of Indirect Costs ICRP Exhibit
Accounting for allocated Indirect Costs
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Overview of the Simplified Method

The Simplified Method may be used whenever the major functions of an organization
benefit from its indirect costs to approximately the same degree, and/or the level of Federal
awards to an organization is relatively small. This method should be used when an organization
has only one major function encompassing a number of individual FCO’s.

This method is accomplished by:

1. classifying the total cost for the base period (usually the organization’s fiscal year) as
either direct or indirect and

2. dividing the total allowable indirect costs (net of applicable credits) by an equitable
distribution base.

However, this method also requires that:

1. capital expenditures and unallowable costs are excluded from both the direct and the
indirect costs.

2. however, unallowable costs must be included in the direct cost base if they represent
activities, such as fundraising.

Examples of what may be an equitable distribution base include, but is not limited to total
direct costs (excluding capital expenditures and other distorting items, such as major
subcontracts or subgrants), and direct salaries and wages. Generally, participant support costs as
defined in OMB Circular A-122, Attachment B, § 33 are excluded from the allocation base.

The result of the above process is an indirect cost rate which is applicable to and used to
distribute indirect costs to individual Federal awards. The rate should be expressed as the
percentage which the total amount of allowable indirect costs bears to the base selected.
Specifically the formula is as follows:

Total Allowable Indirect Costs / Allocation Base = ICR%
$150,000 / 400,000 = 37.50%

In general, the simplified method generally results in a higher indirect rate as compared to the
other methods. This is because G&A indirect type costs are grouped together with jointly shared
indirect costs. Therefore, this method cannot be used if FCO’s do not receive the same degree
of benefit from jointly shared indirect costs. Additionally, the main difference between this
method and the direct allocation method is whether or not jointly shared indirect costs are
grouped with G&A costs or allocated separately (directly).

Allocation of Indirect Costs ICRP Exhibit

Appendix E includes an example of the type of schedule that is required under the GPD
ICRP process. As noted in these examples, jointly shared indirect costs such as interest,
depreciation, occupancy..., are grouped with G&A costs such as the labor costs of the Executive
Director and accounting fees. This is acceptable, as for purposes of this example; all programs
are supporting the same major function.

Note that travel and conference costs appear as both direct and indirect. This is required
because if a particular conference or trip can be identified 100% to a specific program it should
be charged to that program. Travel and conferences that benefit all programs or are to support
the Executive Director (G&A) are then classified as indirect.
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Accounting for allocated Indirect Costs

Accounting for the above simplified method example may be accomplished by following
these steps:

1. Create a unique cost center within the general ledger (G/L) to charge all indirect costs.
2. Create an account called indirect cost allocation (ICA).
3. On a monthly basis do the following:
a. multiply the total allowable direct costs for each direct cost center times the Federally
approved provisional indirect cost rate.
b. record the product calculated above for each direct cost center as an expense under
the ICA account created in Step #2.
c. Record the sum of all calculations under Step 3b, as a credit to the indirect cost center
ICA account.
4. At the end of the year adjust the indirect cost center and ICA account to reflect the
actual/final indirect cost rate.

The schedule and associated notes below illustrates an example of the above outlined steps,
and tie in to Appendix E.

June 2011 FYE December 2011 Ygar End
Adjustment
Cost 2 3 4 5 6

gzzt:rci:sgger: Center Tgtzil IC;A{\ g\cct T{otzil IC,i A}\cct |c,i g\cct

Number Cost Center G/L entry Cost Center G/L entry G/L entry
Indirect Costs {1} 1-000 33,868 N/A 429,818 N/A 0
Indirect Costs 1-000 (1,672) (35,540) 515 (429,303) (515)

Direct Costs:

VA GPD grant 2-110 22,398 12,606 262,129 147,526 177
HUD grant 2-120 10,366 5,834 131,012 73,734 89
Florida grant 2-210 28,679 16,141 332,750 187,272 225
Newspaper grant 2-300 345 194 7,210 4,058 5
Fundraising 3-000 1,111 625 24,378 13,720 16
Member Support 4-000 249 140 5,319 2,994 4
Total Direct Costs: 63,148 35,540 762,798 429,303 515

Notes:

{1} This row of indirect costs excludes the ICA account, as opposed to the one below which does
include the ICA account.

{2} The $33,868 represents actual indirect costs booked to the G/L for the month of June. The
($1,672) is the difference between the $33,868 less the ($35,540) referenced in note {3}.
Therefore, the provisional indirect costs booked in the month of June exceeded what was
actually incurred that month by $1,672. Therefore, the monthly Indirect cost center will
typically not balance out each month and have to be zeroed out at the end of the year.

{3}Each amount charged to the direct cost centers represents the direct costs multiplied by the
provisional indirect cost rate of 56.28% (Refer to Exhibit C pg. 40). For example, the VA
GPD grant amount of $12,606 = 56.28% X $22,398. The sum of all of these calculations is
credited to the indirect cost center ICA account, specifically the ($35,540). Each month, the
direct cost center ICA account is debited in this manner, and the offsetting credit is posted to

24




the indirect cost center ICA account. Therefore, the total ICA account balance should always
zero-out.

{4} At the end of the fiscal year the actual indirect rate of 56.35% is the quotient of the indirect
cost center balance (excluding the ICA account) of $429,818 divided by the total direct costs
of $762,798. Each amount charged to the direct cost centers represents the direct costs
multiplied by the provisional indirect cost rate of 56.28%. The $515 represents the
difference between the year end actual indirect costs and the provisional indirect costs
booked to the direct cost centers via the ICA account. By the end of the year $515 more of
indirect costs were incurred than actually booked to the direct cost centers, thereby requiring
the FYE adjustment explained below in Note {6}.

{5} The amount for each direct cost center represents the sum all the monthly g/l entries that
booked the provisional indirect costs. Since the provisional rate of 56.28% was applied each
month to the direct costs of each direct cost center, the total amount booked for all direct cost
centers should equal $429,303 (equals FYE total direct costs of $762,798, multiplied by the
provisional indirect rate). Notice how the FYE balance of the ICA account equals zero; this
is due to the indirect cost center ICA account balance of ($429,303).

{6} This column illustrates the g/l entries necessary to adjust the provisional indirect costs
charged to the direct cost centers to reflect the FYE actual indirect costs incurred. Note that
this adjustment to the ICA account will result in a zero balance for the indirect cost center.
The absolute value of the adjusted FYE indirect cost center ICA account balance equals the
FYE adjusted total indirect costs. Additional adjusting entries may be required again to
reflect the Federally approved final indirect cost rate.
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Appendix B: Using the Direct Allocation Method

The purpose of this section is to provide additional guidance for the NPO to allocate indirect
costs by using the direct allocation method as described in, and that complies with, the
requirements set forth under OMB Circular A-122.

This section consists of the following topics:

Overview of the Direct Allocation Method
Allocation of G&A Costs ICRP Exhibit
Accounting for allocated G&A Costs
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Overview of the Direct Allocation Method

The Direct Allocation Method is used by organizations that treat all costs as direct costs
except general administration and general expenses (G&A). These organizations generally
separate their costs into three (3) basic categories:

1. general administration and general expenses,
2. fund raising, and
3. other direct functions (including projects performed under Federal awards).

Under this method jointly shared indirect costs are prorated individually as direct costs to
each FCO or other activity using a base most appropriate to the particular cost being prorated.
Therefore, an indirect cost rate is not determined for costs directly allocated. However, an
indirect cost rate is still required for reimbursement of G&A type indirect costs under Federal
awards, as these types of indirect costs cannot be directly allocated. Therefore, indirect costs
under this method consist solely of the G&A type indirect costs. Typically, a G&A indirect cost
rate determined under this methodology will be less than an indirect cost rate determined under
the simplified method.

This method is acceptable provided each joint cost is prorated using a base which accurately
measures the benefits provided to each FCO or other activity...All direct allocation methods
must be disclosed in a Cost Policy Statement. A listing of suggested allocation bases is included
in Appendix D: Suggested Allocation Bases.

The results of the above process are two-fold. First, each jointly shared cost is pro-rated s as
it is incurred using the established basis of allocation. For example, each month a portion of the
standard phone bill is charged to each FCO and other activity (including G&A), based on the
number of phones assigned to each FCO and activity. It is important to note that direct
allocations are to be determined before G&A costs are allocated. Second, an indirect cost rate
which is applicable to and used to distribute G&A type indirect costs to individual Federal
awards is established. The rate should be expressed as the percentage which the total amount of
allowable G&A type indirect costs bears to the base selected. Specifically the formula is as
follows:

Total Allowable G&A Indirect Costs / Allocation Base = ICR%
$100,000 / 600,000 = 16.67%

Allocation of G&A Costs ICRP Exhibit

Appendix E includes an example of the type of schedule that is required under the GPD
ICRP process, when seeking an approved G&A rate under the direct allocation method. As
noted in these examples, jointly shared indirect costs such as interest, depreciation, occupancy...,
are directly allocated to all FCO’s as well as the G&A function. G&A type indirect costs such as
the labor costs of the Executive Director and accounting fees are the only costs allocated via the
approved indirect cost rate.

Note that travel and conference costs appear as both direct and indirect. This is required
because if a particular conference or trip can be identified 100% to a specific program it should
be charged to that program. Travel and conferences charged to G&A can be 100% identified to
support the Executive Director (G&A) and accounting department, or represent its portion of
jointly shared indirect costs.
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Accounting for allocated G&A Costs

Accounting for the G&A allocation as shown in the Appendix E Exhibits may be
accomplished by following these steps:

1. Create a unique cost center within the general ledger (G/L) to charge all G&A costs.
2. Create an account called G&A allocation (G&A).
3. On a monthly basis do the following:
a. multiply the portion of the G&A allocation base charged to each FCO or other
activity times the Federally approved provisional G&A rate.
b. record the calculation above to each FCO or other activities cost center code as an
expense under the G&A account created in Step #2.
4. Record the sum of all calculations under Step 3b, as a credit to the G&A cost center G&A
account.
5. At the end of the year adjust the G&A cost center and account to reflect the actual/final
G&A rate.

The schedule and associated notes below illustrates an example of the above outlined steps,
and tie in to the Appendix E.

June 2011 FYE December 2011 Ygar End
Adjustment
Cost 2 3 4 5 6
gzztcrci:s{;:)er: Center Tgtzil G&,{A }Acct T{otzil G&{A ,}Acct G&,{A }Acct
Number Cost Center G/L entry Cost Center G/L entry G/L entry
G&A Costs {1} 1-000 21,333 N/A 275,149 N/A 0
G&A Costs 1-000 (1,022) (22,355) 1,686 (267,442) (1,686)
Direct Costs:
VA GPD grant 2-110 26,704 6,946 321,220 83,549 527
HUD grant 2-120 13,266 3,450 161,037 41,886 264
DOL grant 2-130 10,203 2,654 125,476 32,636 206
Florida grant 2-210 32,078 8,343 376,034 97,806 616
Newspaper grant 2-300 802 209 9,359 2,434 15
Fundraising 3-000 2,305 600 27,611 7,182 45
Member Support 4-000 589 153 7,492 1,949 12
Total Direct Costs: 85,947 22,355 1,028,229 267,442 1,686

Notes:

{1} This row of G&A costs excludes the G&A account, as opposed to the one below which does
include the G&A account.

{2} The $21,333 represents actual G&A costs booked to the G/L for the month of June. The
($1,022) is the difference between the $21,333 less the ($22,355) referenced in note {3}.
Therefore, the provisional G&A costs booked in the month of June exceeded what was
actually incurred that month by $1,022.

{3}Each amount charged to the direct cost centers represents the direct costs multiplied by the
provisional G&A rate of 26.01% (Refer to Exhibit C pg. 45). For example, the VA GPD
grant G&A cost of $6,946 = 26.01% X $26,704. The sum of all these calculations is credited
to the G&A cost center G&A account, specifically the ($22,355). Each month, the direct
cost center G&A account is debited in this manner and the offsetting credit is posted to the
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G&A cost center G&A account. Therefore, the total G&A account balance should always
zero-out.

{4} At the end of the fiscal year the actual G&A rate of 26.17% is the quotient of the G&A cost
center balance (excluding the G&A account) of $275,149 divided by the total direct costs
(%$1,028,299 + $23,004 of unallowable costs) of $1,051,233. Each amount charged to the
direct cost centers represents the direct costs multiplied by the provisional G&A rate of
26.01%. The $1,686 represents the difference between the fiscal year end actual G&A costs
and the provisional G&A costs booked to the direct cost enters via the G&A account. By the
end of the year $1,686 more of G&A costs were incurred than actually booked to the direct
cost centers, thereby requiring the FYE adjustment explained below in Note {6} This
adjustment results in a zero balance to the G&A cost center.

{5} The amount for each direct cost center represents the sum of all the monthly g/l entries that
booked the provisional G&A costs. Since the provisional G&A rate of 26.01% was applied
each month to the direct costs of each direct cost center, the total amount of G&A costs
booked for all direct cost centers equals $267,442 (FYE total direct costs of $1,028,229
multiplied by the provisional G&A rate). Note how the FYE balance of the G&A account
equals zero, as the G&A cost center G&A account balance is ($267,442).

{6} This column illustrates the g/l entries necessary to adjust the G&A costs charged to the direct
cost centers to reflect the FYE actual G&A costs incurred. Note that this adjustment will
result in a zero balance to the G&A cost center. The absolute value of the adjusted FYE
G&A cost center G&A account balance equals the FYE adjusted G&A costs. Additional
adjusting entries may be required again to reflect the Federally approved final G&A rate.
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Appendix C: Using the Multiple Allocation Method

The purpose of this section is to provide additional guidance for the NPO to allocate indirect
costs by using the multiple allocation method as described in, and that complies with, the
requirements set forth under OMB Circular A-122.

This section consists of the following topics:

Overview of the Multiple Allocation Method
Allocation of Indirect Costs ICRP Exhibit
Accounting for allocated Indirect Costs
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Overview of the Multiple Allocation Method

Where an NPO’s indirect costs benefit its major functions in varying degrees, indirect costs
shall be accumulated into separate cost groupings. Cost groupings shall be established so as to
permit the allocation of each grouping on the basis of benefits provided to the major functions.
Each grouping shall constitute a pool of expenses that are of like character in terms of functions
they benefit and in terms of the allocation base which best measures the relative benefits
provided to each function.

For an organization that receives more than $10 million in Federal funding of direct costs in a
fiscal year, a breakout of the indirect costs into two components; Facilities and Administration,
as defined below, is required. The rate shall be stated as a percentage which the amount of
Facilities and Administration is, of the applicable distribution base used for each component. In
addition, specific bases may be required for allocating these categories of cost.

Facilities is defined as depreciation and use allowances on buildings, equipment and
capital improvements; interest on debt associated with certain buildings, and operations
and maintenance expenses.

Administration is defined as general administration and general expenses such as the
director's office, accounting, personnel, library expenses and all other types of
expenditures not listed specifically under one of the subcategories of "Facilities",
(including cross allocations from other pools, where applicable).

Allocation of Indirect Costs ICRP Exhibit

Appendix E includes example ICRP exhibits that may be appropriate for some NPQO’s, using
the multiple indirect cost allocations. Note that travel and conference costs appear as both direct
and indirect. This is required because if a particular conference or trip can be identified 100% to
a specific program it should be charged to that program. Indirect travel and conferences are
charged to the indirect function that incurred the cost.

Contracted Labor was left in because it is less than $25,000. The $25,000 is determined for
each specific grant. As another example, under the MTDC allocation base sub-contract/recipient
costs would be included as follows:

Grant # / Total $ Include
Agency | Subcontract $ in MTDC
1/VA 23,000 23,000
2/ VA 200,000 25,000
3/DOL 35,000 25,000
4 | State 18,000 18,000

Accounting for allocated Indirect Costs

Accounting for indirect cost pools is exactly as explained under the other allocation methods.
However, with multiple indirect cost pools the order of allocation is important. Indirect cost
pools that benefit other indirect cost pools must be allocated prior to allocating costs to FCO’s.
Exhibit C in Appendix E for this method lists the order of allocation from 1-5. Note how
Facility Overhead is allocated first as it benefits the other three facility indirect cost pools. These
Exhibits also demonstrate how the indirect cost pool accounts and the indirect cost centers both
zero-out.
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Appendix D: Suggested Allocation Bases

The main purpose of the list of suggested allocation bases presented below is to provide an
understanding of the wide variety of ways to allocate groups of costs. The allocations listed
below are typically known as service centers and are seen in very large organizations. However,
the list may assist smaller NPO’s in developing its methodology for the direct allocation of
specific costs. Smaller NPQO’s that do not directly allocate costs, in general will create one or
two indirect cost pools, and allocate costs based on total direct costs, salaries and wages, and/or
square feet.

IMPORTANT: any method of allocation can be used; as long as it results in an equitable
and logical distribution of costs. It is up to the NPO to support the rationale for its method of
allocating indirect costs.

Type of Service Allocation Base
Accounting Number of transactions processed
Auditing or Legal services Direct hours

Direct hours of identifiable services of

Budgeting employees of central budget
Building lease management Number of leases
Data processing System usage
Disbursing service Number of checks or warrants issued
Employees retirement system administration Number of employees contributing
Insurance management service Dollar value of insurance premiums

Number of documents handled

Mail and messenger .
or service employees served

Motor pool costs including

. Miles driven and/or days used
automotive management

Office space use and related costs

(heat, light, janitor service, etc.) Sq. ft. of space occupied

Office machines and

. . . Direct hours or usage
equipment maintenance repairs

Organization and management services Number of employees

Payroll services or Health services

. . Number of employees
or Personnel administration ploy

Printing and reproduction Direct hours, job basis, pages printed, etc.
Procurement service Number of transactions processed
Local telephone Number of telephone instruments
Fidelity bonding program Employees subject to bond or penalty amounts
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Appendix E: ICRP Documents

The purpose of this section is to provide additional guidance for the NPO to allocate indirect
costs by using the multiple allocation method as described in, and that complies with, the
requirements set forth under OMB Circular A-122.

This section consists of the following topics:

ICRP Checklist

Certificate of Indirect Costs

ICRP Sample Exhibits — Simplified Method (Personnel Costs Exhibit)

ICRP Sample Exhibits — Simplified Method (Allocation of Personnel Costs Exhibit)
ICRP Sample Exhibits — Simplified Method (Allocation of Indirect Costs Exhibit)
ICRP Sample Exhibits — Simplified Method (Total Costs by Federal Award Exhibit)
ICRP Sample Exhibits — Direct Method (Personnel Costs Exhibit)

ICRP Sample Exhibits — Direct Method (Allocation of Personnel Costs Exhibit)
ICRP Sample Exhibits — Direct Method (Allocation of G&A Costs Exhibit)

ICRP Sample Exhibits — Direct Method (Total Costs by Federal Award Exhibit)
ICRP Sample Exhibits — Multiple Method (Personnel Costs Exhibit)

ICRP Sample Exhibits — Multiple Method (Allocation of Personnel Costs Exhibit)
ICRP Sample Exhibits — Multiple Method (Allocation of Indirect Costs Exhibit)
ICRP Sample Exhibits — Multiple Method (Total Costs by Federal Award Exhibit)
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ICRP Checklist

Indirect Cost Rate Proposal
Submitted by [Enter Name of the Organization] on [Enter Date]

Document Checklist

For the Negotiation of
FY [20?7] Provisional & FY [207?] Final Indirect Cost Rates

ICRP Documents and Exhibits

Exhibit Name / Title Check

Certificate of Indirect Costs

Other Supporting Documents

o Revision

Initial Changes

Effective Date Reason

Organization Chart
Cost Policy Statement

Personnel Activity Report
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Certificate of Indirect Costs

CERTIFICATE OF INDIRECT COSTS

Subject to penalties of perjury this is to certify that | have reviewed the indirect cost rate
proposal (ICRP) and all other supporting documentation submitted herewith, and to the best of
my knowledge and belief all representations in the ICRP and the supporting documentation are
true and correct and:

1. All costs included in this ICRP dated [Month DD, YYYY], to establish final indirect cost rates
for the period [Month DD, YYYY] through [Month DD, YYYY], and provisional indirect cost rates
for the period [Month DD, YYYY] through [Month DD, YYYY], are allowable in accordance with
the requirements of the Federal award(s) to which they apply and OMB Circular A-122 (2 CFR
Part 230) Cost Principles for Non-Profit Organizations. Unallowable costs have been adjusted
for in allocating costs as indicated in the most current Cost Policy Statement.

2. All costs included in this ICRP are properly allocable to Federal awards on the basis of a
beneficial or causal relationship between the expenses incurred and the agreements to which they
are allocated in accordance with applicable requirements. Further, the same costs that have been
treated as indirect costs have not been claimed as direct costs. Similar types of costs have been
accounted for consistently and the Federal Government will be notified of any accounting
changes that would affect the indirect cost rate(s).

Grantee/Contractor:

Signature:
Name of Authorized Official:
Title:
Date:

35



ICRP Sample Exhibits — Simplified Method (Personnel Costs Exhibit)

EXHIBIT A
Final Personnel Costs for
XYZ Corporation
for the period January 1, 2009 through December 31, 2009
Direct or Indirect (D or I) D D D D | [ | | D

# of Employees Total Labor Paid Bonuses | Payroll | State U Health Pension Worker's | Payroll

Job Title Officerl C INH| FT] PT B Personnel Absence | & Other Taxes |Insurance [ Insurance Comp Taxes

Executive Director Y 1 1 $ 95,458 75,000 8,333 2,000 5,250 4,875
Controller N 1 1 $ 81,997 65,000 7,222 1,000 4,550 4,225
Administrative Assistant N 1 1 $ 31,303 25,000 2,778 150 1,750 1,625
Case Manager N 614 |150@% 272,052 218,000 24,222 400 15,260 14,170
Social Worker N 3 2 (050 $ 99,889 80,000 8,889 200 5,600 5,200
Total Direct Personnel Costs $ 580,699 | $463,000 | $ 51444 |$ 3,750 | $ 32,410 | $ - |$ - 1% - 13 - | $ 30,095

Total Indirect Personnel Costs $ 106,175 $ 13,890 | $ 74,080 | $ 16,205 | $ 2,000
Total Personnel Costs 12| 1] 9| 2 $ 686,874 [$463,000 [$ 51,444 |$ 3,750 | $ 32,410 |$ 13,890 [$ 74,080 [$ 16,205 [$ 2,000 | $ 30,095
EXHIBIT A
Provisional Personnel Costs for
XYZ Corporation
for the period January 1, 2011 through December 31, 2011
Direct or Indirect (D or I) D D D D | [ | | D

# of Employees Total Labor Paid Bonuses | Payroll | State U Health Pension Worker's | Payroll

Job Title Officerl C INH| FT] PT B Personnel Absence | & Other Taxes |Insurance [ Insurance Comp Taxes

Executive Director Y 1 1 $ 97,951 77,000 8,556 2,000 5,390 5,005
Controller N 1 1 $ 83,866 66,500 7,389 1,000 4,655 4,323
Administrative Assistant N 1 1 $ 32424 25,900 2,878 150 1,813 1,684
Case Manager N 7 4 |150 @ $ 280,214 224,540 24,949 412 15,718 14,595
Social Worker N 3|11 ]2 |100@$ 122319 98,000 10,889 200 6,860 6,370
Computer Trainer N 1 0250 $ 6,810 6,000 - - 420 390
Total Direct Personnel Costs $ 623,584 | $497,940 [ $ 54,660 |$ 3,762 | $ 34,856 [ $ - | $ - 1% - 1% - | $ 32,366

Total Indirect Personnel Costs $ 114,037 $ 14938 |$ 79,670 | $ 17,428 | $ 2,000

Total Personnel Costs 13| 2| 9| 3@ $ 737,620 |$497,940 |$ 54,660 [$ 3,762 [$ 34,856 | $ 14,938 |$ 79,670 |$ 17,428 |$ 2,000 |$ 32,366
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Job Title

ICRP Sample Exhibits — Simplified Method (Allocation of Personnel Costs Exhibit)

Allocation of Final Personnel Costs for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Total

Direct

EXHIBIT B

Indirect

Federal
Programs

State/Local
Programs

Other
Programs

Fund Raising

Other
Activities

Executive Director

Controller

Administrative Assistant

Case Manager
Social Worker

95,458

82,094

9,546

3,818

81,997

81,997

31,303

26,920

3,130

1,252

272,052

201,065

70,987

99,889

Total Indirect Personnel Costs

106,175

106,175

99,889

Total Personnel Costs $ 686,874

EXHIBIT B
Allocation of Provisional Personnel Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Job Title

Total

Direct

Indirect

Federal
Programs

State/Local
Programs

Other
Programs

Fund Raising

Other
Activities

Executive Director

Controller

Administrative Assistant

Case Manager
Social Worker

Computer Trainer

97,951

84,237

9,795

3,918

83,866

83,866

32,424

27,885

3,242

1,297

280,214

207,830

72,384

122,319

122,319

6,810

Total Indirect Personnel Costs

114,037

114,037

Total Personnel Costs

737,620

310,025 207,830 194,703 6,810 13,037 5,215
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ICRP Sample Exhibits — Simplified Method (Allocation of Indirect Costs Exhibit)

Functional Expense

Total

Allocation of Final Indirect Costs for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Indirect

Direct

EXHIBIT C

Allowable

Unallowable

Federal
Programs

Unallowable

State/Local
Programs

Other
Programs

Fund Raising

Other
Activities

Direct Personnel costs

389,688

201,065

170,876

12,676

5,070

Indirect Personnel costs

297,187

297,187

Professional fundraising fees

8,500

8,500

Accounting Fees

15,000

15,000

Legal Fees

250

250

Supplies

8,100

8,100

Telephone

3,600

3,600

Postage and shipping

500

500

Occupancy

42,000

42,000

Equipment Rental & maintenance

6,700

6,700

Printing & publications

750

Travel

3,900

2,000

1,200

450

Conferences/conventions/meetings

11,560

7,500

3,500

Food

110,000

63,000

47,000

Contracted Labor

198,500

112,000

86,500

Interest

17,000

17,000

Depreciation

40,000

12,000

1,153,234 B $ 380,765 $ 304,826

$ 713,273

Total Direct and Indirect Costs 411,837 $

Allocation Base:

Total Allowable Direct Costs

Indirect Cost Rate 57.74%
Allocation of Indirect Costs $ 411,837

$ 176004[$ - [$ 13055|$ 2928

$ 219,850
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EXHIBIT C
Allocation of Provisional Indirect Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Direct
Indirect Federal Unallowable | State/Local Other Fund Raising Other
Functional Expense Total Allowable | Unallowable Programs Programs Programs Activities

Direct Personnel costs 427,595 207,830 194,703 6,810 13,037 5,215
Indirect Personnel costs 310,025 310,025
Professional fundraising fees 8,500 8,500
Accounting Fees 17,000 17,000
Legal Fees 600
Supplies 7,300
Telephone 3,850
Postage and shipping 600
Occupancy 42,000 42,000
Equipment Rental & maintenance 8,700 8,700
Printing & publications 1,200
Travel 4,257 2,070 1,242 466
Conferences/conventions/meetings 11,965 7,763 3,623
Food 118,900 70,400 48,500
Contracted Labor 198,000 110,000 88,000
Interest 17,000 17,000
Depreciation 38,300 11,000

Total Direct and Indirect Costs 1215793 @ $ 427908 $ 393,094 $ 331,669

Allocation Base:
Total Allowable Direct Costs $ 760,384

Indirect Cost Rate 56.28%
Allocation of Indirect Costs $ 427,908 $ 221,215 $ 186,647 | $ 4,057 | $ 13,054 | $ 2,935

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

40



ICRP Sample Exhibits — Simplified Method (Total Costs by Federal Award Exhibit)

EXHIBIT D

Final Total Costs by Federal Award for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Federal Agency Passthrough Agency Funding Period $ Match Requirement Actual Costs
(Dept of ....) (if applicable) CFDA No. Grant/Contract No. Beginning| Ending Award $ Total Fiscal Year Total Direct Indirect
Veterans Affairs N/A 64.024 |10-123-FL 01/01/10 | 12/31/10 | $ 400,000 N/A N/A $ 399,979 |$ 253,570 |$ 146,409

HUD City of Tampa 99.999 [123-abd-2 10/01/09 | 9/31/12 [ $ 600,000 | $ 150,000 | $ 50,000 @ $ 200,637 |$ 127,195|$ 73,441
Total Federal Awards

$ 600,615|$ 380,765|% 219,850

EXHIBIT D
Provisional Total Costs by Federal Award for

XYZ Corporation
for the period January 1, 2011 through December 31, 2011

Federal Agency Passthrough Agency Funding Period $ Match Requirement Estimated Costs
(Dept of ...) if applicable CEDA No. Grant/Contract No. Beginning| Ending Award $ Total

Fiscal Year Total Direct Indirect
Current Awards

Veterans Affairs N/A 10-123-FL

01/01/12 | 12/31/12 | $ 411,809 $ 411,809 |$ 263,515|$ 148,294

HUD City of Tampa 123-abd-2009-2 10/01/09 | 9/31/12 |$ 600,000 | $ 150,000 | $ 37,500 W $ 149,999 [$ 95984 |$ 54,015
Estimated Awards

HUD City of Tampa 99.999 |123-abd-2012-3 10/01/12 | 9/31/15 | $ 630,000 | $ 157,500 | $ 13,125 @ $ 52,501 [$ 33595($ 18,906
Total Federal Awards $ 614,309 ]|$ 393,094 ($ 221,215
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ICRP Sample Exhibits — Direct Method (Personnel Costs Exhibit)

EXHIBIT A
Final Personnel Costs for
XYZ Corporation
for the period January 1, 2009 through December 31, 2009
Direct or G&A (D or G&A) D D D D D D D G&A D
# of Employees Total el Paid Bonuses | Payroll | State U Health P Worker's | Payroll
Job Title Officerl C INH]|FT| PT B Personnel Absence | & Other Taxes |Insurance | Insurance Comp Taxes
Executive Director Y 1 1 $ 112,333 75,000 8,333 2,000 5,250 2,250 12,000 2,625 4,875
Controller N 1 1 $ 96,622 65,000 7,222 1,000 4,550 1,950 10,400 2,275 4,225
Administrative Assistant N 1 1 $ 36,928 25,000 2,778 150 1,750 750 4,000 875 1,625
Case Manager N 6 |1]|4|150Q% 321,102 218,000 24,222 400 15,260 6,540 34,880 7,630 14,170
Employment Counselor N 1 1 $ 57,473 39,000 4,333 100 2,730 1,170 6,240 1,365 2,535
Social Worker N 3 2 (050 $ 117,889 80,000 8,889 200 5,600 2,400 12,800 2,800 5,200
Total Direct Personnel Costs $ 742,348 $502,000 [ $ 55778 [$ 3,850 [$ 35140 | $ 15060 | $ 80,320 | $ 17,570 | $ - |$ 32,630
lTotaI Indirect Personnel Costs $ 2,200 $ 2,200
Total Personnel Costs 131 1|10 2@ $ 744548 |$502,000 | $ 55778 |$ 3,850 [$ 35,140 [$ 15,060 [ $ 80,320 |$ 17,570 |$ 2,200 | $ 32,630
EXHIBIT A
Provisional Personnel Costs for
XYZ Corporation
for the period January 1, 2011 through December 31, 2011
Direct or G&A (D or G&A) D D D D D D D G&A D
# of Employees Total Lot Paid Bonuses | Payroll | State U Health Pension Worker's | Payroll
Job Title Officerl C INH]|FT| PT B Personnel Absence | & Other Taxes [Insurance | Insurance Comp Taxes
Executive Director Y 1 1 $ 115,276 77,000 8,556 2,000 5,390 2,310 12,320 2,695 5,005
Controller N 1 1 $ 98,829 66,500 7,389 1,000 4,655 1,995 10,640 2,328 4,323
Administrative Assistant N 1 1 $ 38,252 25,900 2,878 150 1,813 777 4,144 907 1,684
Case Manager N 6 1|4 |1508% 330,735 224,540 24,949 412 15,718 6,736 35,926 7,859 14,595
Employment Counselor N 11112 $ 110,433 75,000 8,333 100 5,250 2,250 12,000 2,625 4,875
Social Worker N 4 2 [100@$ 144,369 98,000 10,889 200 6,860 2,940 15,680 3,430 6,370
Computer Trainer N 1 0250 % 8,160 6,000 - - 420 180 960 210 390
Total Direct Personnel Costs $ 846,054 |$572,940 | $ 62993 [$ 3862 [$ 40,106 |$ 17,188 | $ 91,670 | $ 20,053 | $ - [$ 37241
lTotaI Indirect Personnel Costs $ 2,400 $ 2,400
Total Personnel Costs 141 3|11 3@ $ 848454 |$572,940 | $ 62,993 |$ 3,862 [$ 40,106 |[$ 17,188 [$ 91,670 | $ 20,053 | $ 2,400 | $ 37,241

42



ICRP Sample Exhibits — Direct Method (Allocation of Personnel Costs Exhibit)
EXHIBIT B

Allocation of Final Personnel Costs for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Direct
Federal State/Local Other Fund Raising Other
Job Title Total G&A Programs Programs Programs Activities
Executive Director 112,333 96,607 11,233 4,493
Controller 96,622 96,622
Administrative Assistant 36,928 31,758 3,693 1,477

Case Manager 321,102 250,115 70,987
Employment Counselor 57,473 57,473
Social Worker 117,889 117,889
Total Indirect Personnel Costs 2,200 2,200

Total Personnel Costs $ 744548 227,187 307,589 188,876 - 14,926 5,970

EXHIBIT B

Allocation of Provisional Personnel Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Direct
Federal State/Local Other Fund Raising Other
Job Title Total Programs Programs Programs Activities
Executive Director 115,276 11,528 4,611
Controller 98,829
Administrative Assistant 38,252 3,825 1,530

Case Manager 330,735 258,351
Employment Counselor 110,433 110,433
Social Worker 144,369

Computer Trainer 8,160
Total Indirect Personnel Costs 2,400 2,400

Total Personnel Costs 848,454 233,262 368,785 216,753 8,160 15,353 6,141
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ICRP Sample Exhibits — Direct Method (Allocation of G&A Costs Exhibit)

Functional Expense

Allocation of Final General and Administrative Costs for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Total

G&A

Direct

EXHIBIT C

Allowable

Unallowable

Federal
Programs

Unallowable

State/Local
Programs

Other
Programs

Fund Raising

Other
Activities

Direct Personnel costs

517,361

307,589

188,876

14,926

5,970

Indirect Personnel costs

227,187

227,187

Professional fundraising fees

8,500

8,500

Accounting Fees

15,000

15,000

Legal Fees

250

250

Supplies

8,100

2,472

3,346

2,055

Telephone

3,600

1,098

1,487

913

Postage and shipping

500

153

207

127

Occupancy

42,000

3,150

30,450

8,085

Equipment Rental & maintenance

6,700

1,900

2,200

1,000

Printing & publications

750

Travel

3,900

2,000

1,200

450

Conferences/conventions/meetings

11,560

7,500

3,500

Food

110,000

63,000

47,000

Contracted Labor

198,500

112,000

86,500

Interest

17,000

1,275

12,325

3,273

Depreciation

40,000

3,000

1,000

7,700

1,210,908 B $ 345,978

$ 917,798

Total Direct and Indirect Costs 264,984 $ 538,304 $

Allocation Base:

Total Allowable Direct Costs

Indirect Cost Rate 28.87%
Allocation of Indirect Costs $ 264,984

$ 9980018 - [$ _7745]$ 1932

$ 155418
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Functional Expense

Allocation of Provisional General and Administrative Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Total

Indirect

Direct

EXHIBIT C

Allowable

Unallowable

Federal
Programs

Unallowable

State/Local
Programs

Other
Programs

Fund Raising

Other
Activities

Direct Personnel costs

615,191

368,785

216,753

8,160

15,353

6,141

Indirect Personnel costs

233,262

233,262

Professional fundraising fees

8,500

8,500

Accounting Fees

17,000

17,000

Legal Fees

600

600

Supplies

7,300

2,209

2,991

Telephone

3,850

1,165

1,577

Postage and shipping

600

182

246

Occupancy

42,000

3,150

30,450

Equipment Rental & maintenance

8,700

2,300

3,300

Printing & publications

1,200

Travel

4,257

2,070

1,242

Conferences/conventions/meetings

11,965

7,763

3,623

Food

118,900

70,400

Contracted Labor

198,000

110,000

Interest

17,000

1,275

12,325

Depreciation

2,873

958

Total Direct and Indirect Costs

$ 273848

3

605,896

Allocation Base:

Total Direct Costs

Indirect Cost Rate 26.01%
Allocation of Indirect Costs $ 273,848

$ 1,052,777

$ 157605[% 7,026[$ 97,780 [$ 2434[$ 7168[$ 1835
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ICRP Sample Exhibits — Direct Method (Total Costs by Federal Award Exhibit)

Federal Agency
(Dept of ....)

Passthrough Agency
(if applicable)

CFDA No.

Final Total Costs by Federal Award for

XYZ Corporation
for the period January 1, 2009 through December 31, 2009

Grant/Contract No.

Funding Period

$ Match Requirement

EXHIBIT D

Actual Costs

Beginning

Ending

Award $

Total

Fiscal Year Total

Direct G&A

Veterans Affairs

N/A

64.024

10-123-FL

01/01/09

12/31/09

400,000

N/A

N/A 399,889

310,300 89,589

HUD

City of Tampa

99.999

123-abd-2

10/01/08

9/31/11

600,000

$ 150,000

$ 50,000 193,308

150,000 43,308

DOL

N/A

88.888

Lx23-2010-R3

10/01/08

9/31/09

100,000

N/A

N/A 74,746

58,000 16,746

DOL

Total Federal Awards

Federal Agency
(Dept of ....)

Current Awards

Veterans Affairs

N/A

Passthrough Agency
if applicable

N/A

88.888

CFEDA No.

Lx23-2010-R4

10/01/09

9/31/10

104,000

N/A

Provisional Total Costs by Federal Award for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Grant/Contract No.

10-123-FL

Funding Period

N/A 25,779

20,004 5,775

693,721

$ Match Requirement

538,304

155,418

EXHIBIT D

Estimated Costs

01/01/11

12/31/11 | $

404,376

N/A

Fiscal Year Total

$ 404,376

Direct Indirect

$ 320,903 |$ 83,473

HUD

Estimated Awards
HUD

City of Tampa

City of Tampa

123-abd-2009-2

123-abd-2012-3

10/01/08

10/01/11

9/31/11

9/31/14

600,000

630,000

$ 150,000

$ 157,500

$ 150,000

$ 52,500

$ 119,036 [$ 30,964

$ 41663|$ 10,837

DOL

N/A

Lx23-2010-R5

10/01/10

9/31/11

155,500

N/A

$ 116,625

$ 92551 |% 24,074

DOL

Total Federal Awards

N/A

Lx23-2010-R6

10/01/11
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9/31/12

160,000

N/A

$ 40,000

$ 31,743 |$ 8,257

$ 763,501 [$ 605896 |% 157,605




ICRP Sample Exhibits — Multiple Method (Personnel Costs Exhibit)

47

EXHIBIT A
Final Personnel Costs for
XYZ Corporation
for the period January 1, 2009 through December 31, 2009
Employ ee Benefits
# of Employees Labor Paid Payroll State U Health . Worker's
" Bonuses Pension
Job Title C [NH|FT| PT Absence Taxes Insurance | Insurance Comp

Executive Director 1 1 120,000 11,544 5,000 7,440 3,600
Program Development Director 1 1 75,000 7,215 1,000 4,650 2,250
Human Resource Manager 1 1 82,000 7,888 1,200 5,084 2,460
HR Specialist 1 1 27,000 2,597 100 1,674 810
IT Director 1 1 86,000 8,273 1,200 5,332 2,580
IT Tech 2 1 1050 73,000 7,023 1,000 4,526 2,190
Controller 1 1 85,000 8,177 1,200 5,270 2,550
Sr Accountant 1 1 47,000 4,521 400 2,914 1,410
Staff Accountant 3 2 1050 74,000 7,119 300 4,588 2,220
Payroll Specialist 1 1 45,000 4,329 400 2,790 1,350
Executive Assistant 1 1 23,000 2,213 400 1,426 690
Administrative Assistant 2 1 [0.50 26,000 2,501 100 1,612 780
Facilities M anager 1 1 62,000 5,964 900 3,844 1,860
Facility specialist 1 1 33,000 3,175 300 2,046 990
Maintenance 5 3 |1.00 70,000 6,734 375 4,340 2,100
Security 5 3 ]1.00 98,000 9,428 450 6,076 2,940
Food Center M anager 1 1 57,000 5,483 700 3,534 1,710
Cooks 8 5 1150 105,000 10,101 500 6,510 3,150
Career Center M anager 1 1 62,000 5,964 900 3,844 1,860
Career Counselor 4 4 127,000 12,217 1,200 7,874 3,810
Training Specialist 4 2.00 50,000 4,810 - 3,100 1,500
Program M anager 3 3 189,000 18,182 2,400 11,718 5,670
Clinical Specialist 5 0 |1.00 125,000 12,025 1,250 7,750 3,750
Case Manager 22 22 720,000 69,264 7,000 44,640 21,600
Nurse/Nutritionist 1 1 63,000 6,061 800 3,906 1,890
Outreach Specialist 2 2 81,000 7,792 800 5,022 2,430
Resident Supervisor 9 4.50 90,500 8,706 - 5,611 2,715
Transportation Coordinator 1 1 50,000 4,810 500 3,100 1,500
Driver 5 5 65,000 6,253 500 4,030 1,950
Totals 94 | 0 |66 |12.5 $2,810,500 | $270,370 [$ 30,875 | $174,251 | $ 84,315 79,200 154,578 28,105

Calculation of Employee Benefits Rate

Employee Benefits
Pool and Paid Abscences I $ 821,604
Allocation | .51 | apor $ 2810500
Base
Employee Benefits Rate 29.24%



Provisional Personnel Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Employ ee Benefits

EXHIBIT A

# of Employees Labor Paid Payroll State U Health . Worker's
Job Title C [NH|FT| PT Absence Bonuses Taxes Insurance | Insurance Pension Comp

Executive Director 1 1 124,200 11,948 5,000 7,700 3,726
Program Development Director 1 1 77,625 7,468 1,000 4,813 2,329
Human Resource Manager 1 1 84,870 8,164 1,200 5,262 2,546
HR Specialist 1 1 27,945 2,688 100 1,733 838
IT Director 1 1 89,010 8,563 1,200 5519 2,670
IT Tech 2 1 1050 75,555 7,268 1,000 4,684 2,267
Controller 1 1 87,975 8,463 1,200 5,454 2,639
Sr Accountant 2 2 48,645 4,680 800 3,016 1,459
Staff Accountant 5 4 10.50 76,590 7,368 800 4,749 2,298
Payroll Specialist 1 1 46,575 4,481 400 2,888 1,397
Executive Assistant 1 1 23,805 2,290 400 1,476 714
Administrative Assistant 2 1 1050 26,910 2,589 100 1,668 807
Facilities M anager 1 1 64,170 6,173 900 3,979 1,925
Facility specialist 1 1 34,155 3,286 300 2,118 1,025
Maintenance 5 3 ]1.00 72,450 6,970 375 4,492 2,174
Security 5 3 |1.00 101,430 9,758 450 6,289 3,043
Food Center M anager 1 1 58,995 5,675 700 3,658 1,770
Cooks 8 5 |1.50 108,675 10,455 500 6,738 3,260
Career Center Manager 1 1 67,890 6,531 900 4,209 2,037
Career Counselor 4 4 139,065 13,378 1,200 8,622 4,172
Training Specialist 4 2.00 54,750 5,267 - 3,395 1,643
Program M anager 3 3 195,615 18,818 2,400 12,128 5,868
Clinical Specialist 5 0 |1.00 129,375 12,446 1,250 8,021 3,881
Case Manager 22 22 745,200 71,688 7,000 46,202 22,356
Nurse/Nutritionist 1 1 65,205 6,273 800 4,043 1,956
Outreach Specialist 2 2 83,835 8,065 800 5,198 2,515
Resident Supervisor 9 4,50 93,668 9,011 - 5,807 2,810
Transportation Coordinator 1 1 51,750 4,978 500 3,209 1,553
Driver 5 5 67,275 6,472 500 4,171 2,018
Totals 97 | 0 |69 125 $2,923,208 | $281,213 [$ 31,775 | $181,239 [ $ 87,696 103,500 160,776 29,232

Calculation of Employee Benefits Rate

Employee Benefits

Pool and Paid Abscences I $ 875431
Allogation | 511 | apor $ 2,923,208

Base

Employee Benefits Rate 29.95%
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ICRP Sample Exhibits — Multiple Method (Allocation of Personnel Costs Exhibit)

EXHIBIT B

Allocation of Final Personnel Costs for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Total Labor Indirect Cost Pools Direct
& Employee G&A Facility Facility Facility Federal [State/Local| Fund Other
Job Title Benefits Mgmt A B Programs | Programs | Raising | Activities
Executive Director 155,084 131,821 13,958 9,305
Program Development Director 96,927 14,539 11,631 70,757
Human Resource Manager 105,974 105,974
HR Specialist 34,894 34,894
IT Director 111,143 111,143
IT Tech 94,343 94,343
Controller 109,851 109,851
Sr Accountant 60,741 60,741
Staff Accountant 95,635 95,635
Payroll Specialist 58,156 58,156
Executive Assistant 29,724 25,266
Administrative Assistant 33,602 28,561
Facilities Manager 80,127 80,127
Facility specialist 42,648 19,192
Janitorial staff 90,466 90,466
Security 126,652 31,663
Food Center Manager 73,665 73,665
Cooks 135,698 135,698
Career Center Manager 80,127 80,127
Career Counselor 164,130 164,130
Training Specialist 64,618 64,618
Program Manager 244 257 244,257
Clinical Specialist 161,546 161,546
Case Manager 930,503 880,503
Nurse/Nutritionist 81,419 81,419
Outreach Specialist 104,682 104,682
Resident Supervisor 116,959 116,959
Transportation Coordinator 64,618 64,618

Driver 84,004
Total Personnel Costs $ 870,925| $170,592| $ 8,530 $2,046,863( $310,218( $ 35,088
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EXHIBIT B

Allocation of Provisional Personnel Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Total Labor Indirect Cost Pools Direct

& Employee GRA Facility Facility Facility Federal [State/Local Fund Other
Job Title Benefits Mgmt A B Programs | Programs [ Raising | Activities
Executive Director 161,395 137,186 14,526 9,684
Program Development Director 100,872 15,131 12,105 73,636
Human Resource Manager 110,287 110,287
HR Specialist 36,314 36,314
IT Director 115,666 115,666
IT Tech 98,182 98,182
Controller 114,321 114,321
Sr Accountant 63,213 63,213
Staff Accountant 99,527 99,527
Payroll Specialist 60,523 60,523
Executive Assistant 30,934 26,294
Administrative Assistant 34,969 29,724
Facilities Manager 83,387
Facility specialist 44,384 19,973
Maintenance 94,147
Security 131,806 32,951

Food Center Manager 76,663 76,663
Cooks 141,221 141,221
Career Center Manager 88,221 88,221
Career Counselor 180,712 180,712
Training Specialist 71,146 71,146
Program Manager 254,197 254,197

Clinical Specialist 168,120 168,120
Case Manager 968,370 968,370
Nurse/Nutritionist 84,732 84,732
Outreach Specialist 108,942 108,942
Resident Supervisor 121,719 121,719

Transportation Coordinator 67,248 67,248
Driver 87,422
Total Personnel Costs $ 906,367 $177,534| $ 8,877 $2,200,829| $270,807| $ 36,516
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ICRP Sample Exhibits — Multiple Method (Allocation of Indirect Costs Exhibit)

EXHIBIT C
Allocation of Final Indirect Costs for
XYZ Corporation
for the period January 1, 2009 through December 31, 2009
Indirect Cost Pools Direct
Unallow
{1} Employee {2} {3} {4} {5} Federal State/Local Fund Raising Other Costs
Functional Expense Total Overhead Facility A Facility B ] Facility Mgmt G&A Programs Programs Activities

Labor Costs $ 2,810,500 6,600 85,050 132,000 673,900 1,583,811 240,039 27,150 61,950
Employee Benefits $ 821,694 1,930 24,866 38,592 197,025 463,052 70,179 7,938 18,112
Professional fundraising fees $ 18,000 18,000
Accounting Fees $ 25,000 25,000
Legal Fees $ 3,700 1,200 2,500
Supplies $ 75,714 24,589 17,360 18,765 15,000
Telephone $ 208,000 30,000 123,000 55,000
Postage and shipping $ 12,814 320 4,000 867 127 7,300 200
Occupancy $ 534,000 62,000 420,000 52,000
Equipment Rental & maintenance $ 42,142 27,693 4,799 9,650
Printing & publications $ 2,745 500 2,000 245
Travel $ 13,219 325 2,000 3,533 1,236 1,125 4,500 500
Conferences/conventions/meetings $ 34,665 1,000 20,000 3,500 268 4,500 2,000 3,397
Food $ 280,000 280,000
Contract Labor $ 33,000 23,000 10,000
Interest $ 55,773 12,000 36,000 4,500 3,273
Depreciation $ 87,540 10,750 12,840 7,700 56,250
Employee Overhead $ (0) (82,282) 211 2,723 4,225 21,572 50,699 869 1,983
Facility A Expense $ - (93,491) 21,742 32,613 39,136
Facility B Expense $ - (568,638) 568,638
Facility Management Expense $ - (215,565) 7,520 197,016 11,029
G&A BExpenses $ (0) (989,830) 820,502 115,680 16,758 21,650 15,241

Total Direct and Indirect Costs $ 5058505 B $ - |3 - | $ - [ $ - |3 - W% 4193158($ 591180 ]$% 85639 |$ 110,640 W $ 77,888
Allocation Base:
{1} Labor Costs $ 2570461 $ 6,600 | $ 85,050 |$ 132,000 |$ 673,900 @ $ 1583811 $ 27,150 | $ 61,950
{2} Square Feet of Facility A 4,300 1,000 1,500 1,800
{3} Square Feet of Facility B 37,500 37,500
{4} Square Feet or all Facilities 43,000 1,500 39,300 2,200
{5} Total Costs excluding G&A $ 4,068,675 $ 3,372,656 |$ 475,500 | $ 68,882 | $ 88,990 W $ 62,647
Indirect Cost Rates 3.20%|$ 21741 % 15.16 | $ 5.01 24.33%
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EXHIBIT C
Allocation of Final Indirect Costs for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Indirect Cost Pools Direct Unallow
{1} Employee {2} {3} {4} {5} Federal State/Local Fund Raising Other Costs
Functional Expense Total Overhead Facility A Facility B ] Facility Mgmt G&A Programs Programs Activities
Labor Costs $ 2923208 6,831 88,027 136,620 697,487 1,693,628 208,397 28,100 64,118
Employee Benefits $ 875,431 2,046 26,362 40,914 208,881 507,201 62,410 8,415 19,202
Professional fundraising fees $ 18,000 18,000
Accounting Fees $ 26,000 26,000
Legal Fees $ 3,848 1,248 2,600
Supplies $ 78,743 25,573 18,054 19,516 15,600
Telephone $ 216,320 31,200 127,920 57,200
Postage and shipping $ 13,326 333 4,160 902 132 7,592 208
Occupancy $ 555,360 64,480 436,800 54,080
Equipment Rental & maintenance $ 46,065 28,801 7,228 10,036
Printing & publications $ 2,855 520 2,080 255
Travel $ 13,748 338 2,080 3,674 1,285 1,170 4,680 520
Conferences/conventions/meetings $ 36,052 1,040 20,800 3,640 279 4,680 2,080 3,533
Food $ 280,000 280,000
Contracted Labor $ 34,320 23,920 10,400
Interest $ 54,657 11,760 35,280 4,410 3,207
Depreciation $ 85,789 10,535 12,583 7,546 55,125
Employee Overhead $ 0 (85,573 215 2,775 4,306 21,985 53,385 886 2,021
Facility A BExpense $ - (95,867) 22,295 33,442 40,130
Facility B Expense $ - (589,243) 589,243
Facility Management Expense $ - (223,901) 7,810 204,635 11,455
G&A Bxpenses $ (0) (1,028,823) 866,711 107,386 17,230 22,487 15,008
Total Direct and Indirect Costs $ 5263721 B $ - |3 - | $ - [ $ - |3 - W% 4434316($ 549414 |3 88,153 |$ 115,051 W $ 76,786
Allocation Base:
{1} Labor Costs $ 2,714,810 $ 6,831 ]9% 88,027 |$ 136,620 |$ 697,487 @ $ 1,693,628 $ 28,100 | $ 64,118
{2} Square Feet of Facility A 4,300 1,000 1,500 1,800
{3} Square Feet of Facility B 37,500 37,500
{4} Square Feet or all Facilities 43,000 1,500 39,300 2,200
{5} Total Costs excluding G&A $ 4,234,898 $ 3,567,605|3 442,028 | $ 70,923 | $ 92,564 W $ 61,778
Indirect Cost Rates 3.15% | $ 2229 1% 15711 $ 521 24.29%
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ICRP Sample Exhibits — Multiple Method (Total Costs by Federal Award Exhibit)

EXHIBIT D
Final Total Costs by Federal Award for
XYZ Corporation

for the period January 1, 2009 through December 31, 2009

Federal Agency | Passthrough Agency Funding Period $ Match Requirement

(Dept of ....) (if applicable) CFDA No.[ Grant/Contract |Beginning| Ending Award $ Total Fiscal Year
Veterans Affairs N/A 64.024 (10-123-FL 01/01/09 | 12/31/09 | $ 2,820,000 N/A N/A

HUD City of Tampa 99.999 (123-abd-2 10/01/08 | 9/31/12 | $ 1,300,000 | $ 325,000 [ $ 81,250
HUD N/A 77.777 |789-efg-1 10/01/08 | 9/31/12 | $ 1,200,000 N/A N/A
DOL N/A 88.888 [Lx23-2010-R3 10/01/08 | 9/31/09 [ $ 410,000 N/A N/A
DOL N/A 88.888 [Lx23-2010-R4 10/01/09 | 9/31/10 [ $ 430,000 N/A N/A
FEMA N/A 55.555 [FDO-332-xyz 10/01/09 | 9/31/12 [ $ 900,000 N/A N/A

Federal Agency Total Direct Costs Indirect Cost Allocations
(Dept of ...) Costs Labor ODC's Emp Benefits| Emp Ovhd Facility A Facility B [Facility Mgmt G&A

Veterans Affairs $ 2,763,572 | $1,068,811 $ 312,484 % 34,213 32,613 |$ 454911 |$% 157,914 ($ 540,766
HUD 329,314 200,000 $ 58473 1% 6,402 - 1% - s - |$ 64,439
HUD 341,876 76,000 $ 22220($ 2,433 $ 113,728 | $ 37,598 | $ 66,897
DOL 307,708 179,250 $ 52407 (% 5,738 $ - |3 1,128 | $ 60,211

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

17,469 1,913 376 20,070
- - - 68,119

820,502

FEMA 348,119
Total Federal Awards 4,193,158

$
$
$
DOL 102,569 | $ 59,750
$
$

1,583,811 | $ 470,304 463,052 50,699 197,016
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EXHIBIT D
Final Total Costs by Federal Award for
XYZ Corporation

for the period January 1, 2011 through December 31, 2011

Federal Agency | Passthrough Agency Funding Period $ Match Requirement
(Dept of ....) (if applicable) CFDA No.[ Grant/Contract |Beginning| Ending Award $ Total Fiscal Year
Veterans Affairs N/A 64.024 (10-123-FL 01/01/09 | 12/31/09 | $ 2,820,000 N/A N/A
HUD City of Tampa 99.999 (123-abd-2 10/01/08 | 9/31/12 | $ 1,300,000 | $ 325,000 [ $ 81,250
HUD N/A 77.777 |789-efg-1 10/01/08 | 9/31/12 | $ 1,200,000 N/A N/A
DOL N/A 88.888 [Lx23-2010-R3 10/01/10 | 9/31/11 | $ 450,000 N/A N/A
DOL N/A 88.888 [Lx23-2010-R4 10/01/11 | 9/31/12 | $ 470,000 N/A N/A
FEMA N/A 55.555 [FDO-332-xyz 10/01/09 | 9/31/12 [ $ 900,000 N/A N/A
Total Direct Costs Indirect Cost Allocations
Costs Labor ODC's Emp Benefits| Emp Ovhd Facility A Facility B [Facility Mgmt
Veterans Affairs $ 2,968,427 | $1,146,263 | $ 193,703 $ 343,278 |$ 36,131 |$ 33,442 |% 471,395|% 164,020 |$ 580,195
HUD $ 342,450 % 207,000 ]|$% - 1% 61,9928 6,525 $ - 18 - s - |$ 66,934
HUD $ 325150|$ 78,660 |$% - |$ 23557|% 2,479 $ 117,849 | % 39,0562 |$ 63,552
DOL $ 337,700 | $ 196,279 | $ 4260]$ 58,781 (% 6,187 | $ 5,016 | $ - s 1,172 |$ 66,005
DOL $ 112567 |$ 65426 |$% 1,420 $ 19594 | $ 2,062 | $ 1672 $ - |3 391|$ 22,002
FEMA $ 348,023 1% - |$ 280,000]$% - s - % - % - % - |$ 68,023
Total Federal Awards | $ 4,434,316 | $1,693,628 | $ 479,383 |$ 507,201 [$ 53,385|$ 40,130 |$ 589,243 |$ 204,635|$ 866,711
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Appendix F: Timesheet or Personnel Activity Report

Bi-Weekly Time Report

ABC Company Employee Name
Address Job Title
City, State Zip
Pay Period No XX
Month DD, YYYY thru Month DD, YYYY
Program/Activity Hours Worked
Week #1 Week #2
Cost Center/Acct No. Description Sun | Mon | Tue | Wed | Thur | Fri | Sat | Sun | Mon | Tue | Wed | Thur | Fri | Sat | Total
VA GPD 05-999-FL
Overhead
G&A
Holiday
Annual Leave
Sick Leave
Total Hours
Overtime
Employee Signature: Supervisory Signature:
Employee Name, Job Title Date Supervisor Name, Job Title Date
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Appendix G: Indirect Cost Rate Agreement

This Appendix includes an example of an indirect cost rate agreement (ICRA). Section | of
this document will be modified accordingly based on the number of indirect cost rates

negotiated. However, the remaining parts of the agreement, as presented in this example, will in
most cases not be modified.
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DEPARTMENT OF VETERANS AFFAIRS
Veterans Health Administration
Washington, DC 20420

INDIRECT COST RATE AGREEMENT
NONPROFIT ORGANIZATION

ORGANIZATION: DATE: [Month DD, YYYY]
[Name of organization] FILE REF:

[EIN]

[Street Address]

[City, ST Zip]

The rates approved in this Agreement are for use on grants, contracts, and other agreements with
the Federal Government to which OMB Circular No. A-122 applies, subject to the conditions
below in Section I1l, A. The rates were negotiated by [Name of organization] and the U.S.
Department of Veterans Affairs in accordance with the authority contained in 2 CFR Part 230,
Attachment A, Section E.2 (a), of the Circular.

SECTION I: INDIRECT COST RATE(S)
EFFECTIVE PERIOD

POOL TYPE FROM IO RATE APPLICABLE TO

Indirect Costs Final 01/01/2011 12/31/2011  38.45% All Federal Awards

Indirect Costs  Provisional 01/01/2009  12/31/2009 37.92% All Federal Awards

BASE:
Total allowable direct costs.

POOL:
General administrative and general expenses, and all costs jointly shared as detailed in cost
allocation plan.

SECTION II: OTHER

A. LIMITATIONS: Use of the rate(s) contained in this Agreement are subject to all statutory or
administrative limitations and are 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:
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(1) that no costs other than those incurred by the organization were included in its indirect cost
pool(s) as finally accepted and that such incurred costs are legal obligations of the organization
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 organization, 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 an indirect cost pool(s) 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.

B. CHANGES: The organization 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
U.S. Department of Veterans Affairs. Failure to obtain such prior written approval may result in
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.

D. PROVISIONAL-FINAL RATES: The organization 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 cover 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.

E. SPECIAL REMARKS:

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

(2) Awards providing for ceilings as to the indirect cost rate(s) or amount(s) which are indicated
in Section I above, will be subject to the ceilings stipulated in the award 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 award.

58



BY THE ORGANIZATION:

ACCEPTANCE

BY THE COGNIZANT AGENCY ON BEHALF

OF THE FEDERAL GOVERNMENT

U.S. DEPARTMENT OF VETERANS AFFAIRS

(Organization name)

(Government Agency)

(Signature)

(Signature)

(Name)

Executive Director

(Name)

Auditor, VA GPD Program

(Title)

(Title)

(Date)

(Date)
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Appendix H: Cost Policy Statement

Indirect Cost Rate Proposal

Cost Policy Statement

for

[Insert Name of Provider]

Effective [Month DD, YYYY]

Approving Official: [signature]

[Enter Name, Job Title] Date
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

GENERAL INFORMATION
o 0 LY 0 0| = T

Federal COogniZant AGENCY .......coceieriereerieeieeeeeste e e sseesteeseesseesaeseesseessessesseesbeensesseessesnsesseensens
POIICIES ANU PrOCEAUIES ..ottt sttt st b et e s e e saeeneesneenaeas
(€1 0T = AN oo U (] oo [

METHODOLOGY FOR ALLOCATING INDIRECT COSTS
INAITECE COSE PO ... snmsnssmnmnmnmnmnmnnmnmnmnmnnn

INMAITECE COSE BASE..... e ssnsssnnnssmnmsnmnnmnnnnn s mnmnmnmnnnnn
INAITECE COSE RELE ... nmnnnmnmnnn
INAITECE COSE ACCOUNL ...t e e e e e e e e e et et e e e e e e e e e e eeeeeeeeeeaaaenneeeeeeeeenaaaennnneeeeees

ACCOUNTING FOR SPECIFIC TYPES OF EXPENSES
SAlANTES ANA WAHES .......eoieieeiee ettt st e e b et et esreenbe et e s neenbeeneenes

PaIT ADSENCES..... .ottt et e et e e e be e e e b e e e ar e e e are e eebeeesbeeesreeesareeens
EMPIOYEE BENEFITS. ... et a e ae s
Travel AN CONFEIENCES .......covee ettt et e te e s aee e re e saeesbeesaeesseesreesaresaseesnseesseenn
UNBHIOWEDIE COSES ... oeeiiiecieece ettt ettt be e s ae e e b e e s be e s beeeaeesreesseesabeenreeennas
Chart Of ACCOUNES SUMMIBIY .......coiueeieeiesteeieseesieessesseesseessesseesseessessesssesssesssesseessesssesseesseseesses

REPORTING AND DISCLOSURES
RePOrtabl € CONMITIONS .....cveeieceeieeie ettt te e re e e e e seesbeensesreesseenseaneennens

Related Party TranSACHIONS .......c.ccveiieiierieeiesiesteeieseesteeseesseesaeeeesreesseeeesseesseensesseesseensesneensens
Federally FUNOEA ASSELS.........ooceeieie ettt e et sre e seesteentesseesseennesneennens
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

General | nformation

Points of Contact
The following individual (s) is/are authorized to represent our organization concerning any
fiscal mattersrelated to VA GPD Projects and, if applicable, Indirect Rate Agreements.

Name:

Job Title Address
E-mail:

Phone: City/St/Zip
Name:

Job Title Address
E-mail:

Phone: City/St/Zip

Federal Cognizant Agency

The Department of Veterans Affairs (DVA) is the organization’ s current cognizant agency
for the negotiation and approval of indirect cost rates. Theindividual listed below has been
assigned by the DV A, asits officia representative for approving and negotiating indirect cost
rates with this organization’s point of contacts listed above in section A.

Name:

Job Title Address
E-mail:

Phone: City/St/Zip

Policies and Procedures
The following written policies and procedures have been implemented as required and
specified in OMB Circulars A-110, A-122, and A-133.

OMB Reguirement Organizational Policy Reference Pg Nos
Financial & Program Management
Property Standards
Procurement standards
Reports and Records
Termination and Enforcement
After the Award Requirements
Cost Allocation Plan
Timekeeping and Time Reporting
Administration of Sub-recipients
Unallowable Costs

HinnNEE .

Page10f 8
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

General Accounting
Accounting System Software: [Enter Name]

Financial Reporting Fiscal Year: [Month DD through Month DD]
Basis of Accounting: [Enter Accrual Basisor Cash Basig|

Depreciation Method

Asset Type Method Years Threshold
Buildings
Building Imp
Leasehold Impr
Furniture
Equipment
Computers

Page 2 of 8
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

Methodology for Allocating Indirect Costs

Indirect costs are allocated in accordance with the SIM PL | F1 ED method, as described in
OMB Circular A-122, Attachment A, Section D(2).

Indirect Cost Pool

The indirect cost pool consists of all general administrative and general expenses, aswell as
costs that cannot be readily identified with asingle final cost objective, but rather jointly benefit
all final cost objectives. Unallowable costs are excluded from the pool.

Indirect costs are segregated from all other final cost objectives and are charged to the
Indirect Cost Pool cost center; assigned the unique cost center number, [Enter Cost Center
Number]

Specific accounts that may be charged to this cost center are identified in the Chart of
Accounts Summary presented at the end of Section I11.

Indirect Cost Base

The Indirect Cost Base consists of total direct costs. Total direct costs consist of the sum of
all direct costs charged to each specific final cost objective. Capital expenditures and
unallowable costs are excluded from the base.

Specific accounts that may be included in the Indirect Cost Base are identified in the Chart of
Accounts Summary presented at the end of Section I11.

A listing of all final cost objectives and the associated unique cost center number is as
follows:

Federa Awards Other

Final Cost Objective Cost Center Number Final Cost Objective Cost Center Number

Fundraising

Indirect Cost Rate
The Indirect Cost Rate is a percentage calculated as follows:

Indirect Cost Pool / Indirect Cost Base = Indirect Cost Rate
Indirect Cost Account

The allocation of indirect coststo final cost objectivesisrecorded in the Indirect Cost
Account; Account # [insert number].

At the end of each month, each final cost objective is charged its share of indirect costs. This

Page 3 of 8
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

amount is the product of the total costsincurred by each final cost objective during the month,
and the approved provisional Indirect Cost Rate. Thisamount is recorded as a debit to the fina
cost objective viathe Indirect Cost Account. The sum of all these debits are recorded as an
offsetting credit to the Indirect Cost Account, under the Indirect Cost Pool cost center specified
above.

At the end of thefiscal year the Indirect Cost Pool cost center and the Indirect Cost Account
are adjusted to reflect the actual year end Indirect Cost Rate. Thisresultsin afiscal year end
zero balance for both the Indirect Cost Pool cost center and Indirect Cost Account. An
additional adjustment may be necessary if the final approved Indirect Cost Rate differs from the
actual year end Indirect Cost Rate.

The actual year end Indirect Cost Rate is determined by dividing the year end balance of the
Indirect Cost Pool cost center by the sum of the year end balances for all final cost objectives.
This calculation excludes the Indirect Cost Account.

Page 4 of 8
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

Accounting for specific types of Expenses

Salaries and Wages

Salaries and wages are charged to final cost objectives if an employees work/task is
specifically identifiable to afinal cost objective. If an employees work/task cannot be
specifically identified to afinal cost objectiveit is charged to the Indirect Cost Pool cost center.

All Salaries and Wages charged are supported by auditable labor distribution reports which
reflect the actual activities of employees as recorded on each employee’s Personnel Activity
Report (PAR).

Thelist below identifies all employee positions and whether or not Salaries and Wages may
be charged 100% direct or indirect. Mixed positions are for employee positions that charge both
the Indirect Cost Pool cost center and afinal cost objective.

%
g

Job Title Direct Indirect Mi

Dododoan
Dododoan
Dododoan

Paid Absences

Paid Absences are considered part of salary costs, and therefore recorded in the same manner
asthe associated salary costs. Thisincludes Sick Leave, Vacation Leave, and Holiday Pay. Sick
Leaveisonly charged if used, while Vacation Leave earned but not used during each month is
recorded as a cost incurred for that month.

Employee Benefits

Bonuses and Payroll Taxes are recorded in the same manner as the associated salary costs.
All other Employee Benefits as identified in the Chart of Accounts Summary presented at the
end of this Section, are charged to the Indirect Cost Pool cost center..

Travel and Conferences

Expenses recorded under the travel Account or the Conferences/Meetings Account are
charged direct to final cost objectives only if the cost is specifically identified to just one final
cost objective. If it isnot, the cost is charged to the Indirect Cost Pool cost center.
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

Unallowable Costs

Policies and procedures have been implemented to ensure unallowable costs as described in
OMB Circular A-122 are identified and charged to the Unallowable Expense cost center;
assigned the unique number, [Enter Cost Center Number].

Chart of Accounts Summary
Acct No Account Name Di

%
g

ect Indirect Mi

=

OUoododuododdon
OUoododuododdon
OUoododuododdon
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Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

Reporting and Disclosures

Reports
The following financia reports and forms are issued and/or filed on an annual basis:
Financial Statement Audit [ ] Other:
OMB A-133 Reports [] Other:
IRS Form 990 [] Other:
SF425 [ ] Federal Agency
Name CFDA# Program Name

Reportable Conditions
Currently there are[_] are not [_] any outstanding material weaknesses and/or reportable

conditions.

Outstanding conditions are as follows:

Date
Reported Type of Report Description of Condition and Action Taken

Related Party Transactions
Currently there are[_] are not [_] any transactions with a related party, and are considered
"less-than-arms-length” in nature

These transactions are as follows:

Impact to Federal
Related Party Agency
Name Relationship Description of Transaction VA Other
[l
[l
[l
[l

Page 7 of 8

68



Cost Policy Statement
Effective Month DD, YYYY

[Insert Name Of Organization]

Federally Funded Assets

Currently there are[_] are not [_] any assets that were fully or partially funded under Federal
awards. Assetsinclude rea property (land and buildings) and subsequent improvements,
furniture, computers, and other types of equipment.

The depreciation expense related to the portion of the asset purchased with Federal funds and
non-Federal funds used to meet the matching requirement of a Federal award has been charged
to the unallowable Expense cost center.

Any assets listed below as retired were disposed in accordance with the requirements of the
awarding Federal agency.

These assets are as follows:

Depreciable Basis
Asset Purchased Capitalized Retired Tota Fed Funds Fed Match
[]
[]
[]
[]
[]
[]
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