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(David Cattin):
Good afternoon. Of if you’re a little farther west, good morning. Welcome to today’s U.S. Department of Education Recovery Act Technical Assistance Web conference.


This is our seventh in our series. And today’s topic is cost allocation and indirect costs. My name is David Cattin and I'll be your moderator today.


I would like to remind you that all of our Webinars are archived on our Web site, ed.gov, under the ED Recovery Act button.


From there you'll also find many other links to important Recovery Act information.


Also we have an evaluation form now that you can complete following the presentation. We want to know if we’re meeting your needs and also if there are topics you would like us to cover in the future.


The link to that evaluation form is through our site in the Recovery Act Web Conference section.


A couple of housekeeping issues before we begin. If you haven't brought up the questions and answers box, look for the Q&A tab at the top left and click on it.


When the box opens, drag it to the side of your screen so that you can comfortably see your slides. Whenever you have a question then just type it in the box and hit Ask.


Upon receipt of your question you'll get an acknowledgment from us. You won't be able to ask another question until we've responded. But as soon as you have heard from us, you are free to type another question in.


You can also download the slides and print them to take notes on now or to review later if you prefer. Look up near the top right for an icon that looks like three pieces of paper.


Click on this to access the slides to download. If you have any technical problems with the site during our presentation, please go ahead and submit those issues using the question feature and my colleague will get back in touch with you.


Today’s speaker is Mary Gougisha. She is the Director of the Indirect Cost Group. And accompanying Mary today is her Deputy Director, John Masaitis.


At this time we'll turn it over to Mary and she'll go over the agenda with you and get us started. Thank you, Mary.

Mary Gougisha:
Thank you, David. Good afternoon. I'll start with the agenda this afternoon. And we'll cover four items this afternoon including your questions.


The first item that will be covered will be a back to basics. It’s just a simplistic look at how indirect cost rates are calculated and the relationship between indirect costs and your grant.


We will also discuss emerging cost allocation issues and our indirect cost group operations. Again after the end of that we will take your questions and answer your questions as well.


Moving on forward, the first topic, back to basics, we’re going to look at the total costs of Federal awards. And as the illustration shows here, Federal awards are comprised of direct and indirect costs.


Of course the direct costs will comprise the majority of a Federal award or cost on a project or a program. And the indirect costs will comprise a smaller piece of that pie.


Most of the amount of funding should be spent on the program activities. And that would be the direct cost activity.


So exactly what are direct costs? Those are costs that can be specifically identified with a particular cost objective. Cost objective would be a program, an activity or a project.


And examples of direct costs are program salaries. Those would be labor costs that are incurred directly on a program. Also, space costs for program activities, travel costs for program activities and equipment that’s purchased for program activities.


Those four are examples of direct costs. And moving forward, indirect costs are those costs that are incurred for common or joint purposes. They benefit more then one cost objective, or more than one program activity or project.


And they are not readily assignable to a specific cost objective. Examples of indirect costs are administrative salaries and the related occupancy costs for those administrative folks.


Supplies that aren't specifically related to programs but benefit all programs and again communication costs which would benefit all programs as well.


Next section, what’s an indirect cost rate? In simple terms it’s the ratio of indirect costs to a direct cost base. For example if you have indirect costs, as we've described in the examples previously, of $100 and direct costs, as we've described previously, of $1,000.


Then 100 divided by 1,000 equals 10%. So that 10% is the ratio between the indirect costs and the direct costs. And the 10% is basically the ratio expressed as a percentage.


Again it’s a ratio of the indirect costs to a direct cost base and is a simple way of describing how an indirect cost rate is calculated. It gets a little bit more complex when we talk about the direct cost, or what’s in the direct cost base and in determining what’s a fair amount that should be either included or excluded from the direct costs base.


But just to give you a simple example of what an indirect cost rate would include, the indirect cost would be included in the pool.


The direct cost would be included in the base. Pool being the numerator, and  base being the denominator. And the result would be the rate.


Another illustration here, this is a simple organization chart. Of course most of your organizations will have a more complex organization chart.


But if you look at this simple organization chart and you see functions such as executive administration, accounting, human resources. And then you see the various programs.


I have a little tool here that I'm going to try and work whereby if we draw a line right here, above these items, the executive administration, accounting and human resources would be part of what’s call the pool or the numerator.


Those would be the indirect costs generally. And then the denominator, or the base cost, would be the program expenditures.


In this example we have Department of ED programs, USDA programs and non-Federal or state programs.


If you go back to the example where we talked about the $100, the $100 would be part of the pool. The $1,000 would be part of the base.


And the resulting 10% would be the rate. I hope you bear with me with my handwriting here. I'm learning this little tool. And as you can see, I'm having a little bit of fun with it.


So 100 divided by the 1,000, the 10% in this example, in this very simple example, would be the indirect cost rate.


So most of you are probably already aware of the basic calculation. But just to refresh anyone who might not be aware, I thought that we'd add this little example so that you could see it clearly.


Going forward, what are we looking for? What should be the result of an indirect cost rate calculation? Well first of all you want to make sure that only allowable costs are in the pool calculation.


Again, the pool calculation is the numerator. You want to make sure that your allocation of indirect costs to benefitting activities is fair and equitable.


And that would always depend upon what’s in your base. That denominator becomes crucial when you talk about fairness and equitability. What’s in your denominator will determine how those indirect costs in the pool are allocated to the various activities.


And so in calculating an indirect cost rate, whether your direct cost base is salaries and wages, direct salaries and wages that is, or whether it’s a modified total direct cost base,  which would include total direct costs, less certain items such as equipment, subcontracts and other distorting items. Whichever your base is, it will be a base that you want to make sure is fair and equitable.


What would be the next steps after calculating the indirect cost rate? Well the indirect cost rate proposal is submitted to the cognizant Federal Agency.


The proposal and the supporting documentation are reviewed by the cognizant Federal Agency. A negotiated indirect cost rate agreement is then executed. It’s signed by our office and by the grantee.


The rate agreement results in the documentation requirements of OMB Circular being met.  OMB Circular A-87 requires adequate documentation of expenses on Federal awards.


And this negotiated indirect cost rate agreement is kept for your auditors to review and other monitors of your Federal award to review and assure that you’re using the correct rate. And that rate is applied to the correct base.


Additionally, management information is generated as a result of your indirect cost rate. And this management information is used for budgeting purposes and other purposes on your Federal award.


So we've gone over the basic steps of calculating an indirect cost rate. And we talked about the basic understanding of what indirect costs and direct costs are.


Now we'll talk about emerging cost allocation issues. Because once you've calculated that rate, you will need to know what are the cost issues that could have a significant impact on your rate calculations.


So we will talk about ARRA funds, the American Recovery and Reinvestment Act funds and the impact of indirect cost on those funds.


We will also discuss unused leave payments, subaward treatment, time distribution, retirement incentives, sub recipient oversight, restricted indirect cost rates, treatment of equipment, administrative cost limitations and cost allocation audit findings.


So moving right along to the first item, and that’s related to ARRA funds. Most of you may know that OMB issued a memorandum. It was issued back in May of 2009.


It’s Memorandum Number 09-18. And it allows flexibility in the use estimated central services costs.


Those central services costs are normally referred to as SWCAP, statewide cost allocation plan costs. And it’s allowed grantees to estimate the amount of administrative costs related to carrying out ARRA programs in the statewide cost allocation plan.


Those expenses cannot exceed a half percent of the total ARRA funds. And those administrative expenses relate to oversight, audit and reporting costs.


As I said before they relate to oversight, reporting and audit requirements. These costs are reported at the statewide level. And they are allocated to the various governmental units which could be state educational agencies or other state agencies as well.


In order to recover those costs, a supplemental SWCAP, which is statewide cost allocation plan, has to be submitted to the US Department of Health and Human Services, the Division of Cost Allocation or HHS DCA.


That supplemental SWCAP plan will be reviewed by HHS DCA. And then once those costs are reviewed and approved, those costs will then flow down to state agencies for inclusion in a state agency’s indirect cost rate proposal.


HHS has issued guidance on calculating the supplemental SWCAP plan. This guidance is included on HHS’s Web site which I will provide later.


The Web site includes FAQs and the process that’s being used to review the statewide cost allocation plan or the supplemental statewide cost allocation plan.


The FAQs include information on what should be submitted in a supplemental indirect cost rate proposal for those SWCAP costs.


OMB has also issued guidance and clarifying guidance on what can be included in those supplemental SWCAP costs. And we are also available to provide technical assistance and answer your questions related to submitting a supplemental SWCAP proposal.


Now once it’s decided that those statewide costs will be reflected in a supplemental proposal, there may be an effect on state educational agencies and state agencies as well.


Those amounts from the SWCAP are allocated down to the state educational agencies and the state agencies. If those state agencies and state educational agencies want to claim those costs as part of an indirect cost rate, a supplemental indirect cost rate must be calculated for ARRA programs.


And this supplemental indirect cost rate ARRA programs and the regular indirect cost rate would also be applied to ARRA programs.


So to clarify, the application to ARRA programs will be not only using a supplemental indirect cost rate, but also a regular indirect cost rate for all programs.


As far as the impact on state educational agencies and state agencies, grantees need to evaluate the impact of additional funding from ARRA. This additional funding could have a significant impact on the rate calculated for ARRA programs as well as the regular rate that’s calculated.


Those appropriate expenditures would be included in the allocation base for a calculation of the rate. And it would be included in accordance with the language on the rate agreement which basically reflects the costs being included in the base.


A concern would be on the grantees who have fixed rates. Calculated fixed rates are usually calculated based upon previous year’s rates. And since those rates are based upon calculations and amounts from a previous year, it could have an effect on later year’s rates when a comparison to actual costs is made.


And I do have an illustration a little bit farther ahead that shows how the fixed rate should be calculated and the considerations that should be made when there is a concern about ARRA funds having a significant impact on those rates in later years.


As far as predetermined rates, we calculated those rates usually a couple of years prior. Those rates were calculated based upon the information available at the time.


And those rates will remain fixed unless there is some extenuating circumstance to change those rates.


So these are the types of impact that would occur on state educational agencies and state agencies and direct costs going forward for future years.


The same type of impact would occur on sub recipients. The sub recipients may be LEAs or it may be other state agencies. But the same impact as far as ARRA funding could impact the rates at the sub recipient level also.


So it’s important to include the appropriate expenditures in the base on the sub recipients as well. It’s important that prime recipients pay attention to the rates and the effect that could occur on later years.


Again, predetermined rates should be looked at. But probably will not be changed except in extenuating circumstances.


For LEAs predetermined rates are usually calculated yearly. So the impact on a LEA with a predetermined rate is not as much of a concern as it may be on another type of entity.


And as far as SWCAPs are concerned, statewide cost allocation plans, it may or may not be an issue. On the LEA it’s generally not an issue. But it could be an issue on other state agencies.


As I said before, here’s an illustration about fixed rate considerations. Hopefully you’re able to see this slide pretty well.


Generally, if you look at fiscal year 2010, this rate would have been calculated before 2010 began. In this illustration it was 7.9%.


The next year that would be calculated as 2012. Generally what normally happens is the use of actual costs from 2010, which are shown in this area. These are the actual costs from 2010, used to calculate 2102.

Generally those costs are used to determine the 2012 indirect cost rate. But as you can see in this example, the 2010 rate is about 7.9%. The 2012 rate is 9.2.


There’s a significant fluctuation between those two rates. And the reason for the fluctuation is that the base went up significantly as a result of some additional funding.


In this example we’re assuming it could be ARRA funding that caused the rate to go up. So ARRA must be considered in calculating the future rate.


If you go to the next slide, in this next slide we take into consideration the additional funding for ARRA costs in this base amount, as well as the additional funding for ARRA costs in the pool amount.


And this results in a more stable rate. The rate is more stable across the board, 7.9% in 2010, 7.3% in 2012, 7.2% in 2014. Whereas before when the impact of the rate was not considered, as shown in the previous slide, the rate did fluctuate significantly. It went from 7.9 to 9.2. And then in the out year, 2014, it actually decreased significantly to 5.3.


So illustrating the need to consider estimates in calculating particularly the second year, by considering estimates the rate is more stable. And there won't be the concern about a significant decrease in the rate in 2014 when your funds, your indirect funds probably will be sorely needed.


And so if you have questions about this, my office is able to help you in estimating those costs.


And we’re willing to take your questions and take time with you to help you in trying to make sure that there is not this risk of a significantly lower rate. A significant over recovery here, and a significantly lower rate in that last year could hurt, when funds will be sorely needed.


So, moving forward, ARRA dos and don'ts. I would suggest monitoring the impact on the indirect cost rates so that the situation we talked about in the previous slide doesn't occur.


If you do find that there is a need to adjust billing, then we’re able to talk about that. You might want to consider using a lower rate when you recognize that the rate needs to be adjusted.


Again, call and email me any questions and concerns you have. And request additional technical assistance. We are able to provide additional technical assistance as needed.


The next issue we'll talk about is unused leave payments. It has been an area of concern in the past. And we have reiterated several times the proper treatment of unused leave payments.


These payments are for employees who are leaving and are usually cashing out accumulated leave when they retire or terminate their employment.


The rules in OMB Circular A-87 is for grantees who are on a cash basis and cash out these payments and make a lump sum payment to employees.


Those costs must be included as a general and administrative expense. Or an indirect cost expense and allocated to all activities. Those payments cannot be charged directly to Federal programs.


So it is an area that we have reiterated so that it can be treated in accordance with OMB Circular A-87.


It’s important that as the grantee and its program offices review the language on the rate agreements and pay close attention to the wording. There is language that addressed unused leave payments on our rate agreement.


It basically includes the same language as in the Circular. That it has to be treated as an indirect cost. It cannot be charged directly to Federal programs.


So, if you pay attention to the language on the rate agreement, that will assist you in treating it properly.


Also ensure the appropriate treatment in the rate calculations. Make sure it is treated as an indirect cost. And ensure the appropriate treatment in the rate application.


That’s another area that if it’s treated one way in the rate calculation, then it must be treated in the same way in the rate application. Those two must be consistent.


The next item, sub award treatment. The Federal Policy on accounting for sub awards in the indirect cost rate calculation is that the first $25,000 of sub awards are included in the indirect cost base calculation.


When we talk about sub awards, we are talking about sub grants and sub contracts. And the question is should they be included or excluded.


Usually only the first $25,000 is included in the indirect cost base calculation. However there are times when we have to look at it on a case by case basis.


And we will do that. We will discuss options with grantees. One of the main issues that we have in our office is sometimes it becomes a very complex issue.


And we’re encouraging grantees to keep it as simple as possible. We need to look at it in terms of the theory behind including only the first $25,000. Basically, how much of a sub award or sub grant generates or benefits from indirect cost.


It depends upon the amount of administrative handling involved in that sub award or sub grant. Generally $25,000 will be the amount that’s put in the base, so that the base absorbs a small amount of the related administrative costs in handling those sub grants and sub contracts.


However if that is not what’s happening in a particular grantee’s operations, then we need to have a conversation about that and decide whether or not another option is available.


Next subject, time distribution, always an interesting issue. Most of the amounts spent on grants of course are in salaries. And OMB Circular A-87 has specific requirements about the support of salaries and wages.


Of course it has to be based on payroll documentation. And if a grantee has an employee who charges their effort only to a single Federal award, then a semi-annual certification is appropriate and would be used.


However, if an employee charges their time to multiple cost objectives, personal activity reports are required.


Here are the requirements for personal activity reports. If an employee charges more than one Federal award or a Federal award and a non-Federal award, an indirect cost activity and a direct cost activity, two or more indirect costs activities using different allocation bases are finally an unallowable activity and a direct or indirect cost activity.


If any of those criteria is met, then a personal activity report is necessary. Another area of emerging concern has been retirement incentives. In the age of buy outs and special severance packages, early outs, all of these costs that are associated with that type of event are considered retirement incentives.


And OMB Circular A-87 does require prior approval before these costs can be charged to Federal awards either directly or indirectly.


There is guidance also in C-10. The C-10 is issued by HHS. And it outlines criteria and guidance for allowability and allocability. So we advise grantees to look at the C-10 and the Web site references that you'll see later on.


We have the reference for HHS’s Web site. The C-10 is on their Web site. And there is a list of criteria that should be met when considering whether or not a retirement incentive is allowable.


Next subject, sub recipient oversight.  Prime recipients should always consider whether their sub recipient’s rate calculation and application are consistent and proper.


They should also consider emerging cost issues, several of the ones already been discussed, and the proper treatment of these cost issues.


Prime recipients should consider the impact of funding changes on indirect cost rates. And they should also consider recurring audit issues.


Restricted indirect cost rates, this is another issue of emerging concern. These rates are used on programs that have a supplement, not supplant requirement.


There is a listing of restricted programs on our Web site. So anyone who needs to know whether or not their program is restricted can look at that listing.


If it is on that listing then a restricted indirect cost rate must be used to recover indirect costs on those programs.


Calculation of that rate is done by removing certain items that are normally allowable in a regular rate calculation. We have guidance to help you determine how to calculate a restricted indirect cost rate.


And we will provide technical assistance to you to help in calculating that rate.


Equipment is another area of concern. Grantees should begin with determining the capitalization threshold. That should be documented in policies and procedures.


Whether it is capitalizing items that cost more than $1,000 or $2,000, OMB Circular A-87 allows a grantee to go up to $5,000 for a capitalization threshold.


The cost of equipment of course cannot be included in the indirect cost rate calculation. And as I've said before with other items, consistency must be observed.


If the cost of equipment has to be capitalized, then it is not treated as supplies and will not be in the rate calculation.


However, if it’s under the threshold and treated as supplies, then it will be included in the rate calculation.


The rate cannot be applied to the cost of equipment. And that would be items that are above the threshold.


So you'll hear the term consistency over and over. And consistency will guide the calculation not only of the indirect cost rate, but also the application of the principles in the circular.


Administrative cost limitations. These are programmatic limitations on costs. It’s usually included in program legislation. In determining what those administrative cost limitations are grantees must consider both direct and indirect charges.


The direct charges would be those that are direct administrative charges. And of course the indirect charges would be those that are as a result of an indirect cost rate.


A two step calculation must be performed. In that the direct admin charges or direct administrative charges are determined separately from the indirect charges.


And then once those two items are determined, a calculation has to be made as to whether the total of the two amounts would fall under the administrative cost limitations.


There’s no difference in the treatment for ARRA funds. If there are programmatic limitations on costs then those programmatic limitations would be handled the same way on the ARRA as it’s handled on regular programs.


Cost allocation findings is the last of the issues that are emerging and important. We’ve had audit findings that are recurring in the unused leave area, as we talked about before, those amounts must be included as general and administrative cost or indirect costs.


Retirement incentives, those amounts must be approved in advance before they can be charged directly to Federal programs or indirectly to Federal programs.


Normal severance pay, those items should be documented in policies and procedures. And should be paid in accordance with policies and procedures.


Monitoring of sub recipients, those issues have come up again and again in audit findings, in that proper sub recipient monitoring is not taking place.


And indirect cost rate calculations. That’s another area that we found whereby the rate is calculated one way and approved one way on the indirect cost rate agreement.  However it may be applied in a manner that’s inconsistent with the information or the base description on the indirect cost rate agreement.


So those are again cost allocation audit findings that our office resolves. And we've seen a little bit more then we would expect to see since we have talked about those items before.


So if you have any questions about the treatment of those items before they become audit issues, please let us know.


So once you've gotten all of this information about emerging cost issues and basics on indirect cost rates, you probably would like to know what we do as a group.


And we basically review and approve indirect cost rates. We resolve cost allocation issues in audits. We provide assistance on policies related to cost allocation. And we also provide training on cost allocations.


Our group is located in the Office of the Chief Financial Officer in the Financial Improvement and Post Audit Operations. As you can see we fall right here.


We have a staff of about 12. I think right now we have 11. And we’re expecting another person to fill a vacancy. We have eight cost negotiators who review the indirect cost rate proposals that are submitted to our office.


We also have two support staff. And again, David introduced earlier John and myself.


Here are the Web sites. OMB Circular Web site is shown here. Our Indirect Cost Group Web site shown right here. We recently issued a guide for state and local governments.


It’s called a cost allocation guide for state and local governments. It is included on our Web site. And we welcome you to take a look at the Web site and browse through the state and local guide.


It provides templates for calculating indirect cost rate proposals for state educational agencies, other state agencies and local educational agencies as well.


We also have the guide in hard copy. So if you do need a hard copy you can call our office and request that.


The other Web site shown here is the one for EDGAR and HHS. As I talked about earlier, HHS has the C-10, which is the implementation guide for OMB Circular A-87 on their Web site, as well as other reference information is there.


So these are the ones that we normally suggest to our grantees to take a look at when they have questions about indirect costs. And of course if those questions can't be answered there, we will be glad to answer those questions for you.


Here is my contact information. My phone number is here. You are welcome to give me a call at any time. If you would like to receive a copy of the guide you can email me or you can call the phone number. And we will send that to you.


Any other questions that you have, if you'd like to send them by email you can do that. Or again, you can call me by phone.

(David Cattin):
Thank you so much, Mary, for that great information. Let’s move on to questions now.


And please know that you can continue sending in questions while we’re answering the ones you got so far. Let me get my technology arranged here. And get our questions up.


Okay, to enlarge my screen here, please bear with us. Also once I have asked a question, sometimes we need a moment to think about it a little bit.


And we’re also, being here in our room here in Southwest DC, looking at each other wondering who is going to answer. There may be things, that because a lot of this ARRA information is new, that need some further consideration.


But rest assured that someone will get back to you. Or we will certainly arm you with the information you need to ask your question later on if we don't get to it.


It seems like it’s almost a piece of a question here so bear with us. Asking about the document - documentation requirements for the OMB Circular. Does that give you enough of a question Mary to answer?

Mary Gougisha:
Well in the documentation requirements as per OMB Circular, I was referring to having an approved indirect cost rate agreement.


In order to charge indirect costs to your Federal grant, you should have an approved indirect cost rate agreement to do that. Under the criteria for allowability of cost in accordance with the circular, one of the criteria is adequate documentation and, or adequate supporting documentation.


An approved indirect cost rate agreement would provide the supporting documentation for your indirect cost rate.


And of course the resulting indirect cost would need to be calculated in accordance with that approved rate agreement.

(David Cattin):
Anything else?

Mary Gougisha:
That would be all.

(David Cattin):
That’s it. All right, great. Thank you. Also we may ask a question that Mary addressed. It sometimes happens that the question came in before she reached that portion of her presentation.


We'll try to ask them all anyway because if it was of interest to somebody, it might be well worth repeating.


So next is the first $25,000 that was mentioned a one time or a per year inclusion?

Mary Gougisha:
The first 25,000 that was mentioned is the per year inclusion. The OMB Circular A-87 is silent on whether it should be per year or one time for state and local governments. Because of the accounting ease of including it per year, we are asking grantees to do it each year.


We believe that doing it one time sometimes causes an accounting nightmare for grantees trying to make sure whether they included it this year, or whether they included it the second or third year.
(David Cattin):
All right, we are seeing some technical difficulty here in our room. If your slides have gone out, hopefully you can still hear us at this point.


We will continue to answer questions. And do send in any others that you have. The next question, can unused leave be included in the fringe benefit rate which in turn is applied to both direct and indirect salaries?

Mary Gougisha:
If you have an approved fringe benefits rate, and this rate is included as part of the approval of your rates.  Then that unused leave can be included in the fringe benefit rate. This is assuming that this leave is accrued each year. And that it’s not a cash pay out at the end of the year.

(David Cattin):
All right, thank you. And leave earned in the grant performance period versus leave accrued previously that is paid out upon termination be charged as a program expenditure if paid out by employee request or negotiated agreement?


That’s a lot of question there. Give us a second to absorb that.

Mary Gougisha:
I'm going to assume by your questions you’re asking if this is leave that’s accumulated currently. And it’s not leave that is paid out at one time.

(David Cattin):
Let’s read through that question again just to make sure we have it. And if there’s anything you can clarify for us with your question, please go ahead and send that in again.

Mary Gougisha:
Yes, as I'm reading it again you - it is said versus leave accrued previously that is paid out upon termination. So leave that is earned during the period current leave that’s earned, can be earned and charged out coincident with the pay period.


The leave that I was speaking about earlier is leave that’s accumulated and kept on the books for employees. But not paid out until at the end of their career or at the time they terminate.


And this leave is cash basis leave. It’s not leave that’s accrued and accumulated on an accrual basis.

(David Cattin):
Okay, thank you. We have heard in numerous presentations that a cost objective is similar to a job. That seems to be a statement. I guess that’s the question though. Is that correct?

Mary Gougisha:
A cost objective would be a project, a program, an activity. Those are the types of items that are cost objective.


When you say a job, if you’re speaking about a grant program, that is a cost objective. It really would depend upon what you mean by a job.

(David Cattin):
Okay thanks. If you need to - if that didn't quite answer it and you want to send in a little bit of additional information for that question, we’re still answering here.


All right, if a person is doing the same job such as reading teacher, but is funded partially from Federal and partially from non-Federal sources I guess.


Can they still do the semi-annual certification reflecting the appropriate percentage? A lot of a question, we’re thinking about it here.

Mary Gougisha:
Okay.

(David Cattin):
You need to get back to that person, Mary, you think? Have them send that into you?

Mary Gougisha:
Yes, I would need more information about that question as far as what type of program this is. And if there is an allowability to consolidate those activities and allowability that would allow a person to only do a semi-annual certification in this situation.

(David Cattin):
Okay, thank you. This is very technical information. And sometimes it does require a little bit more discussion to make sure we get you the very best answer.


Next one, can you give a specific example of a sub grant on which the $25,000 rule can be applied? Please name the grant if possible.

Mary Gougisha:
Well I would not be able to name the grant. But the $25,000 rule would be applied where there is a sub award, which would be a sub grant or a sub contract.


And that effort is direct - it would be normally charged as direct cost. For example if there is an organization that is performing a tutoring function for a grant.


And a significant part of that tutoring function is sub contracted out, or it is a sub grant, then that 25,000 would apply in that situation.

(David Cattin):
All right, thank you. Next question, can you give a specific example of a sub grant, or this is the same one. It looks like this has gotten, something happened twice here.


Okay, here’s a new one. If a grant requires cost matching, can an outside partner provide as part of its matching a cost rate greater then the rate allowable by the grant?


So if the grant allows 8%, then can the partner cost match at - can the partner cost match at a rate greater since they normally have a higher rate?

Mary Gougisha:
If you’re talking about an 8% limitation on the grant. For example if this is a training grant where there is an 8% limitation. Then matching requires allowable costs to be used for matching purposes.


And any amounts over the 8% would not be considered allowable. So if I understand your question correctly, if this is an actual limitation on that 8% rate, then you would not be able to use the amount higher then the 8% for matching purposes.

(David Cattin):
All right, thank you. This might be similar to the question before. But let’s ask it for the sake of review. I thought the 25,000 was per contract, not per year.


This person possibly has heard something different at a workshop or something they went to.

Mary Gougisha:
In the past there had been lots of discussion about whether or not this 25,000 should be per contract or per year. And there have been times when in looking at a particular grantee’s situation, it was decided that 25,000 per year was the best and most equitable way to proceed for this particular grantee.


However, we’re finding that with a lot of grantees currently, they are having problems tracking 25,000 only for the first year versus the third year. Or whatever years are involved.


So the reason I added in one of the slides on a case by case basis is that we are finding that sometimes we have to take other items into consideration when we’re considering the $25,000 threshold for sub contracts.


And that’s the way we’re proceeding. We’re talking with our grantees. And we’re looking at the indirect cost rate proposals to determine what works best in particular situations.


It could be that there are times when 25,000 should be done only at the beginning of the award. If there’s very little administrative effort that’s being allocated to that award.


But we are finding times where each year there’s administrative effort that is allocated to awards. And if that is the case, then it would be done each year.


So all of those items must be considered in order for the rate to be fair and equitable.

(David Cattin):
All right, thanks. It looks like several of you have asked about the $25,000 issue. If I might Mary, let me ask you, is there a general reference you could point people too?


Or is this the type of thing that really requires a discussion with them? Is it more of a one on one type thing?

Mary Gougisha:
It is more of a one on one type issue. And I have had several conference calls with different grantees lately about the $25,000.


As you know, if you look in A-87, it is silent on whether or not it’s per year. It’s really even silent on the 25,000. The 25,000 was as a result of Federal agencies coming together, cost allocation shops developing a policy.


Discussing what was the best way to proceed. Some cost allocation shops are doing it per year. We found with our grantees, we need to look at it on a case by case basis.


And so if you have particular questions about the way your rate is calculated or should be calculated, let’s talk about it.

(David Cattin):
Thanks, Mary. I think that will help a lot of these listeners who have asked that particular question. And I think that should help them out.


All right, the next one is a long one. I'll read through slowly so we can all get it.


Is the general fund portion of ARRA, ESF and GSF considered a Federal program to which indirect costs can be allocated?


Is there any adjustment to general fund expenditures for the ARRA general fund moneys on the rate determination application?


That’s a mouthful. Mary did you absorb all that? Taking another look at it here. Please remember you can continue to submit questions. We’re doing plenty well fine with our time here today.

Mary Gougisha:
Well the, in general, the indirect cost rate is applicable to programs that unless there is some legislative limitation or legislative language that says you cannot use it on a program.


But even in that case when you can't apply it for recovery purposes on a program, those programs still would be included in the base calculation for an indirect cost rate because it's, usually administrative costs benefit those programs.


So depending upon what your expenditures are for, if your expenditures under ARRA are items such as salaries and related benefits, other costs.


Then those costs would be part of the denominator of the calculation. And the indirect cost rate would be applied.


If those amounts are being expended for equipment or sub grants or sub contracts, it may be that only in the case of sub contract only the first 25,000 would have the rate applied to it.


Equipment, the rate would not be applied to equipment. So you need to look at what are the expenditures for. And then whether or not there are any limitations in the program.


And make a determination from there as to whether or not the indirect costs can be applied to it.


It could be a situation where indirect costs benefit the program. But if there is a legislative limitation, you may not be able to get recoveries on those programs.


I'm not saying that there is any type of an administrative, I'm sorry, a legislative limitation. You would have to look at the individual program to make that determination.

(David Cattin):
Okay thanks, Mary. That’s why you are here as the expert and I am not answering these questions today.


Let’s try another one here. We use a fixed rate with carry forward. How do you suggest we consider the ARRA dollars?


I have too many LEAs and too little time to customize each LEA rate calculation. Do you have some sort of formula in mind?

Mary Gougisha:
We have a formula in mind. And we have templates in mind that you would be able to use for your LEAs.


It doesn't necessarily mean that you would need to recalculate any of your rates. You would need to look at it, perhaps look at the largest three LEAs and determine what type of impact is on those LEAs.


But if you would like to discuss the formula that we have and the templates that we have, we would be glad to discuss that with you.

(David Cattin):
All right. It looks like we have a really good question here. Let’s move down a little bit farther. I think this is a new question.


What guidance is available that specifies what allowable indirect costs are that serves as the pool or numerator in the indirect cost rate calculation?

Mary Gougisha:
Well allowable indirect costs are listed in OMB Circular A-87 if you’re a state and local government.


If you’re a non-profit, of course it’s in OMB Circular A-122. There are certain items in - listed in the circular that are unallowable, such as entertainment is not allowable.


There are certain interest costs. If it’s interest just to raise funds, that’s not allowable. Fund raising is not allowable.


So the OMB Circular lists those items which are not allowable in the pool or the numerator.


Additionally, our guide has a list of unallowable costs as well. You can give us a call and we can go over the list of unallowable costs, those costs that cannot be included in the pool as well.


OMB Circular A-87 has specific items that cannot be included in the pool because they are unallowable.

(David Cattin):
Great, thanks so much. Actually at this point we have reached the end of the questions that you've sent in now. Hold on one second, I think we’re going to have some more.


Okay. We are scheduled to run as late as 3:30. But if we let you out early, you can go early for recess and have a little extra lunch, how about that?


Okay here we've got some more questions now. Someone tuned in a little bit late saying I have an approved fixed, with fixed rate I guess, with carry forward rate to use in 2009, 2010.


Is there a method of adjusting our indirect cost calculation for 2010, 11 for one time ARRA expenses that will result in an over collection of indirect costs in 2009, 2010. Is that clear, Mary?

Mary Gougisha:
Usually the cost that incurred for 2009/10 would be adjusted in 2011/12. But it sounds like you’re talking about making an adjustment in 2010/11.


And that is something that we can look at for you. If you contact us, we'll look at your calculation for 2009/10 and your concerns about a possible over recovery in the next year.


And we may be able to make an adjustment in the 2010/11 rate so that you won't have to be concerned about an over recovery in another year.


So please feel free to give us a call and we can talk some more about that as well.

(David Cattin):
All right great. You can't beat that kind of personal service I don't think. Let’s try another one here.


A very specific grant referenced. Would the Child Nutrition Equipment Grant be considered a sub grant with a limit of 25,000 indirect be an example for this limit? I'm not sure I read that well.


I received a $48,500 for kitchen equipment for three sites with 35,000 for a walk in at one site and two refrigerators for two other sites.


Is the award considered three separate awards since we have three different sites or one award for $48,500?

Mary Gougisha:
From your question it appears you’re talking about equipment, and the treatment of equipment, which would fall under the depreciation threshold versus the $25,000 threshold for sub awards.


So you would need to look at what your policy is for the equipment threshold. And apply that policy for your purchases of equipment.

(David Cattin):
All right, thanks so much. Can an LEA use ARRA IDEA - IDEA, sorry, to pay for administrative expenses such as OTPS, lot’s of acronyms here.


For example consulta - consultation fees. And PS, where by some of these costs may not be for one ARRA specific activities or two IDEA specific activities.


Looking around here. Seeing if we can answer this one right now.

Mary Gougisha:
Well if these are not for IDEA specific activities, I would think that you would not be able to use ARRA IDEA money for that.


But I am not the IDEA person to answer that. I would think that perhaps a program person from IDEA would be more technically able to answer that question for you.


We can take that question down and get back to you on that question.

(David Cattin):
Right, thanks Mary. Or I'll give some ideas at the end there. Again, suggestions where people can go for these more generic questions that are not necessarily indirect cost specific.


All right, another question here. Are small administrative fees based on a percentage of funds spent on direct salary costs but not part of the negotiated fringe benefit rate, nor the indirect cost rate allowable?

Mary Gougisha:
Let me see. If you can expand on that question and say what are small administrative fees. What types of expenses these are, I would be able to elaborate more on whether or not they’re allowable. I'm just not sure what is meant by small administrative fees.

(David Cattin):
All right, so we need, as we saw earlier, a little bit more information. Next question, all right, we have covered that one.


I'm seeing a similar number. But I think it is a different question. Have we answered? Oh, okay. So I should ask this one then?


All right. Is the ARRA Child Nutrition Grant for $48,500 considered a sub grant? If so does my fiscal controller charge indirects on the three separate pieces of equipment?


Or is it just the total award amount that will be charged with the $25,000 limit?

Mary Gougisha:
If the $48,000 is for equipment, the indirect cost rate is not applied to equipment. Likewise, if the $48,500 is for equipment, the $25,000 threshold for a sub award would not apply.


And I'm - my understanding from your question is that the $48,500 is for equipment.

(David Cattin):
All right, thank you. The State Fiscal Stabilization Funds, if I've untangled my acronyms correctly, does not allow states to use funds or state administration. Does this preclude them from the SWCAP charges?

Mary Gougisha:
The guidance that HHS has issued allows oversight, audit and reporting costs to be included in the SWCAP for the ARRA supplemental SWCAP.


So if these amounts that you’re talking about for state admin, if these are not reporting, oversight or audit costs, I would think that they may not be included in the SWCAP.


But what I would do is suggest that you contact HHS because they are the ones who approve the SWCAP charges. We do not.


And they will be able to provide you with additional guidance on what’s allowable in the SWCAP.


If you want to send me an email, I will be happy to refer you to someone in HHS who can help you with that.

(David Cattin):
Thanks, Mary. We have the clarification from the listener whose question we asked a couple ago.


The administrative fees would be part of the cost associated with ADP payroll processing done outside the organization.

Mary Gougisha:
ADP processing done outside the organization would normally be allowable indirect costs.

(David Cattin):
I guess that was the small administrative fees that we had look at earlier. All right, let me refresh the question queue one more time and see if we have any others.


We’re getting one more at the moment. Try this one. What is the difference in the calculation formula for supplemental indirect cost rate specific to ARRA programs and the regular indirect cost rate for the others?

Mary Gougisha:
The supplemental indirect cost rate would include only those items specific to ARRA programs. It would only include reporting, oversight, audit costs related specifically to ARRA programs.


And it would be calculated with those expenses in the pool or the numerator. And ARRA expenses as part of the denominator.


Regular indirect costs, the regular indirect cost rate would include all of the normal accounting, procurement, HR, all of the normal indirect expenses that benefit all of the programs.


And the base would include all of the programs, as well as ARRA. So one is ARRA specific and the other is related to all programs.


It would not be equitable to include those ARRA related costs in the regular indirect cost rate because that rate will then be applied to all programs, even the non-ARRA programs.


So that is the reason for developing a supplemental indirect cost rate.

(David Cattin):
All right, thanks so much. We'll do one last check to see if there’s another question coming in. We’re waiting on one right now. I think it’s here at this point.


Are PARs required for LEAs if they are using State Fiscal Stabilization Funds under Title VIII? We’re still here thinking about it. Don't panic.

Mary Gougisha:
I would say that would depend upon whether the employees are charging other cost objectives as well.


PARs are required when employees charge more than one cost objective. If Title VIII is the only, and it’s only one - if it’s only one cost objective and the only cost objective that an employee is charging and working on.


Then a semi-annual certification would be appropriate. But if it - if there are other programs in addition to Title VIII that an employee is working on, then a PAR would be required.

(David Cattin):
All right, thanks so much. Let’s just make one final check to make sure we have no additional questions. You've got to do some fast typing at this point. We will wrap it up then otherwise.


All right, one more right now. All right, I guess this is asking involving the PARs again. It looks like a similar question at first, but it’s different I believe.


Are PARs required if administrative related payroll is being funded by only one award? We’re considering the question. Give us a moment.

Mary Gougisha:
Well again PARs would be required if an employee charges more than one cost objective.  If you’re referring to an administrative person who is charging time. If this person is only charging indirect time or administrative time, then a PAR is not required.


If you are referring to something else and the person is only working on one project or program, then again a PAR is not required.


So it always goes back to the effort that’s being expended. And where an employee is expending their efforts.


It shouldn't be driven by budgets or it shouldn't be driven by what someone thinks an employee is spending time on. It should be driven by actual effort.


And if the actual effort is expended on more than one award, then a PAR is required.

(David Cattin):
All right, thanks. I believe we have one more coming in. Is the regular title program considered a separate cost objective from the ARRA title program, separate CFDA numbers involved?

Mary Gougisha:
That’s Title I.

(David Cattin):
Title I. Yes, we may be missing a little piece of the question. Mary go ahead and fill in what you think they’re asking there. That’s fine.

Mary Gougisha:
I'm thinking since those are separate CFDA numbers, it would be a separate cost objective. But again, this is a question for the program offices in Title I, or the program office in Title I.


They are the ones who would know more about whether or not it’s considered a separate cost objective or not.


And we can get back to you with an answer from someone from Title I’s office on that question.

(David Cattin):
All right, thanks. Let’s do a refresh one more time and see if we have any last minute questions. I don't see anything. Anything coming in?


All right, thanks so much. We are close to wrapping it up then. If you do have additional questions Mary has graciously shared her contact information with you. You have that on one of the slides near the end.


If it’s something that is not necessarily indirect cost related, you can do a couple of things depending on the exact nature of your question.


You can contact the ED program staff person listed on your grant award notification, the GAN, as we call it. You can also email questions of a generic nature to my office, to RMS, that would be Risk Management Service, rms communications, with an s, at ed, the Education Department.gov, G-O-V (RMSCommunications@ed.gov). 

I'd like to thank Mary Gougisha today for this very helpful information. It’s always difficult to take time out and no small effort to prepare slides and get ready to share our information with you.


And similarly then we’re very glad that you have tuned in. While we can't see you, we have had almost 250 people listening in today. And we’re glad you’re there.


Remember, you can find our archived and upcoming Webinars on our Web site, ed.gov, under the ED Recovery Act button.


We also have that new survey evaluation form. You can take a moment and give us your feedback. What worked well for you and what did not work so well.


We are able to take criticism here on the evaluation form. And we also use that as a way for you to tell us of other topics that we might not have scheduled for any presentation on at the moment but that you might like to hear from us in the future.


So with that we wish you a good afternoon, whichever coast you’re on and in the middle as well. And we look forward to your joining us the next time. Thank you so much.

END

