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Total Expenditures Subject to Indirect Cost Rate

$15,000,000

District Indirect Cost Rate

6.05%

Indirect Cost $ Received

$907,500

(A)

SUBAGREEMENT CHANGE - OBJECT 5100

Total Expenditures Subject to Indirect Cost Rate

$15,000,000

Minus Subagreement Cost:

Subagreement Cost

Object Code 5800

Object Code 5100

(object code 5XXX)

(up to $25,000)

(Cost - Obj.5800)

    Transportation

$1,925,000

$25,000

$1,900,000

    NPS

$375,000

$25,000

$350,000

    School Safety Contract with Police Dept.

$225,000

$25,000

$200,000

    Grant Writer

$175,000

$25,000

$150,000

   TOTAL

$2,700,000

$100,000

$2,600,000

Adjusted Expenditures Subject to Indirect Cost Rate

$12,400,000

(total expenditures minus object 5100 expenditures )

District Adjusted Indirect Cost Rate

6.31%

(using CDE's new methodology)

Adjusted Indirect Cost $ Received

$782,440

(B)

Change in Indirect Cost $ Received

($125,060)

(A-B)

 Indirect Cost Rate Blues -Eastern Section Financial Services R&D-April 14, 2007
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$150,000

CURRENT

Amount

Object Code

In Indirect Cost Base?

Subagreement to Police Department

$75,000

5800

Yes

District Utilized Expenditures

$75,000

1000-5000

Yes

TOTAL

$150,000

NEW

Subagreement to Police Department

$50,000

5100

No

$25,000

5800

Yes

sub-total

$75,000

District Utilized Expenditures

$75,000

1000-5000

Yes

TOTAL

$150,000
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Amount

Object Code

In Indirect Cost Base?

Contract for Home to School Transportation

$2,000,000

5800

Yes

NEW

Contract for Home to School Transportation

$1,975,000

5100

No

$25,000

5800

Yes

TOTAL

$2,000,000

[image: image22.wmf]CURRENT

Amount

Object Code

In Indirect Cost Base?

Consultant Contract for Evaluations

$5,000

5800

Yes

Other Expenditures

$15,000

1000-5000

Yes

TOTAL

$20,000

NEW (no change)

Consultant Contract for Evaluations

$5,000

5800

Yes

Other Expenditures

$15,000

1000-5000

Yes

TOTAL

$20,000
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Maintenance & Operations

$5,240,447

7.06%

$369,976

$4,870,471

 Total Cost 

 Classroom 

Unit Pct. 

 Base Portion 

(Denominator) 

 Indirect Cost Pool 

Portion (Numerator) 
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District Total Salaries & Benefits

$45,190,414

M&O Salaries & Benefits

$3,035,444

Pct. Of District Total

6.72%

Maintenance & Operations

$5,240,447

6.72%

$352,158

$4,888,289

Change from Current Methodology

-$17,818

$17,818

 Total Cost 

 Maint. & Op. 

Pct. 

 Indirect Cost Pool 

Portion (Numerator) 

 Base Portion 

(Denominator) 
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Got the Indirect Cost Rate Blues?

(Brother)
Introduction

This document has been prepared to provide information to local education agencies (LEAs) about California’s new indirect cost plan that was developed by the California Department of Education (CDE) to ensure compliance with Federal indirect cost guidelines. Some of the changes were effective with the 2005/06 unaudited actual data, but the majority will be effective with the 2007/08 unaudited actuals.

In December 2006, a number of specific accounting issues related to California’s indirect cost methodology were addressed in a Memorandum of Understanding (MOU) between CDE and the United States Department of Education (USDE).  This workshop will focus on accounting issue changes related to subagreements, employment separation costs, legal costs, external financial audits, and staff relations and negotiations.

The first part of this handbook provides detailed information about indirect costs, including  the current indirect cost rate calculation methodology, and how the changes being implemented by CDE will affect it.

The second part contains Frequently Asked Questions, followed by the Appendices.
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What Are Indirect Costs?

If there were enough time in the day, and staff to do it, all the LEAs costs could be identified as direct costs of each program. But the amount of staff time needed to keep track of who worked on what for every minute of every day would be vastly disproportionate to the benefits of identifying the direct cost. A standardized process, known as Program Cost Accounting, provides a methodology to reasonably determine the cost of each program without having to account for every minute of every day for all staff.

Generally, if an LEAs costs can be identified as benefiting a specific program, the program is directly charged support costs. But there are other support costs that are shared or utilized by all programs and departments within an LEA (e.g., general administration and operations). These are called indirect costs. Using the LEA’s CDE approved indirect cost rate, a percentage share of support costs is distributed to programs that are not directly charged.

Here are a few ways indirect cost dollars are used by an LEA:

· Payroll staff . . . 

· ensures your paycheck is accurate and timely

· tracks your vacation and sick leave balances

· ensures that your STRS/PERS payments are reported properly

· Purchasing staff . . .

· makes sure your orders meet all government spending laws and regulations

· makes sure that you receive the right product and the right price

· Warehouse staff . . .

· stores all of the supplies until you place an order

· makes sure your orders are delivered to you

· Custodial staff . . .

· cleans offices, classrooms, bathrooms, and grounds

· Maintenance staff . . .

· keeps the LEAs buildings and equipment working

· Groundskeeping staff . . .

· mows the lawns

· maintains the landscape

· Technology staff . . .

· keeps the LEA's phones, computers, internet, e-mail, and audio-visual equipment running

· Accounting staff . . .

· helps plan and monitor the LEA budget

· pays the bills

· Facilities staff . . .

· adds schools and classrooms to accommodate more children

· manages construction projects

· Human resources staff . . .

· performs the hiring functions 

· assists in disciplinary actions

· Risk management staff . . .

· ensures your health benefit questions and problems are resolved

· helps keep your workplace safe

· processes worker’s comp claims

[image: image2.wmf]
Indirect Cost Rate Calculation

The indirect cost rate (ICR) is the percentage of an LEA’s indirect costs to its direct costs. It is a way to charge programs for their share of operating the LEA. An indirect cost rate worksheet (Form ICR) is included in CDE’s year-end financial software (SACS) and automatically calculates each LEA’s indirect cost information.

The indirect cost rate is calculated by the following formula:

	Indirect Cost Pool + 

Carry-Forward Adjustment
	= Indirect Cost Rate

	Base Costs
	


The INDIRECT COST POOL, the numerator in the factor, comes from the General Fund (01) and the Charter Schools Funds (09 and 62). Costs in the pool consist of general administrative costs that are applicable to the organization as a whole. For example, general administration, personnel management, accounting, budgeting, payroll, purchasing, warehousing, and centralized data processing are considered indirect costs. Certain plant service costs (e.g., heating, lighting, custodial services) are also included in the indirect cost pool based on the percentage of administrative salaries and benefits. (This methodology replaces the Classroom Unit methodology.)
An after the fact adjustment, called the CARRY-FORWARD ADJUSTMENT, is made for the difference between the indirect cost rate approved for use in a given year and the actual percentage amount of indirect costs incurred in that year. (With the implementation of the new methodology to rebench the indirect cost base, CDE has proposed that the carry-forward adjustment be suspended for 2007/08 and 2008/09; final determination regarding this issue was not agreed upon by CDE at time of publication of this document.)
BASE COSTS, the denominator in the factor, are almost all of the remaining costs after indirect costs have been indentified. Base costs include instructional salaries and benefits, program supplies, contracts for instructional and support services, most Board and Superintendent costs, and the majority of plant maintenance and operations and facilities rents and leases. Base costs come from the General Fund (01), Adult Education Fund (11), Charter Schools Funds (09 and 62), Child Development Fund (12), Cafeteria Funds (13 and 61), and Foundation Funds (19 and 57).

Debt service, facility construction costs, and capitalized equipment are excluded from base costs.

The indirect cost rate calculation includes components from two years before the current period and the current period. In other words, an LEA’s indirect cost data filed and certified by CDE for 2006/07 will be the indirect cost rate used by the LEA in 2008/09.

HELPFUL TIP:

If the cost is not included in the base, then the indirect cost rate is HIGHER
This page has been intentionally left blank
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FORM ICR

2005/06 Unaudited Actuals

DISTRICT

Indirect Cost Rate Worksheet

PART I - Classroom Units

A.

B.

C.

Total classroom units (A plus B)

D.

PART II - Data Processing Services (General Fund)

California Dept of Education

SACS Financial Reporting Software - 2006.2.0

File: ICR (Rev 05/24/2006)

Page 1 of 2

Percentage of total classroom units attributable to other general administration, centralized 

data processing, and plant maintenance & operations [A divided by C]

When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of 

Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool 

of indirect costs. The portion to include as indirect costs is specific to the central administrative offices (e.g., 

fiscal services, personnel/human resources, and centralized data processing and is determined using a 

percentage based on the Classroom Unit (CU) allocation factor, a standard measurement of space defined in 

the California School Accounting Manual (CSAM). Using the guidelines outlined in CSAM, calculate and enter 

the total CU counts for the functions (activities) referred to in lines A and B.

Note: These CU counts are for indirect cost purposes only and are separate and apart from 

the CU counts (if any) entered on the program cost report. The CU counts for lines A and B 

below should reflect the total space occupied for each function (and goal, if applicable), 

regardless of whether they have already been charged for costs of plant maintenance and 

operations or facilities rents and leases.

Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged 

to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should 

be LEA-wide administrative costs and are indirect costs for purposes of the indirect cost rate calculation. Data 

processing costs that support instructional programs (i.e., computers in the classroom, instructional computer 

labs, instructional networks, library comp0uters, etc.) should be charged to Function 2420, Instructional Library, 

Media, and Technology, or Function 1000, Instruction, not Function 7700. Data incorrectly included in Function 

7700 should be reclassified in the General Ledger using Object 5710, Transfers of Direct Costs, and then 

reimported into SACS.

Enter the classroom units for Undistributed Goal 0000 for: Other General Administration 

(Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance 

and operations (Functions 8100-8400)

Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation 

(Function 3600), Food Services (Function 3700), Community Services (Functions 5000-

5999), and Board and Superintendent (Functions 7100-7180)

CLASSROOM UNIT 

DISTRIBUTION 

METHODOLOGY WILL 

CHANGE IN 2007/08. IT 

WILL BE DISTRIBUTED 

BY ADMINISTRATIVE 

PERCENTAGES.
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FORM ICR

2005/06 Unaudited Actuals

DISTRICT

Indirect Cost Rate Worksheet

PART III - Indirect Cost Rate Calculation 

(General Fund, except for B10, B11, B12, and B13)

A.

Indirect Costs

1

Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

2

Centralized Data Processing (Goals 0000 and 9000, Function 7700)

3

4

5

Total Indirect Costs [sum A1 through A4]

6

7

Total Adjusted Indirect Costs [A5 plus A6]

B.

Base Costs

1

Instruction (Functions 1000-1999, Objects 1100-5900)

2

Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

3

Pupil Services (Functions 3000-3999, Objects 1100-5900)

4

Ancillary Services (Functions 4000-4999, Objects 1100-5900)

5

Community Services (Functions 5000-5999, Objects 1100-5900)

6

Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

7

Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

8

9

10

Adult Education (Fund 11, Objects 1100-5900

11

Child Development (Fund 12, Objects 1100-5900)

12

Cafeteria (Funds 13 and 61, Objects 1100-5900)

13

Foundation (Funds 19 and 57, Objects 1100-5900)

14

Total Base Costs (Sum B1 through B13)

C.

D.

California Dept of Education

SACS Financial Reporting Software - 2006.2.0

File: ICR (Rev 05/24/2006)

Page 2 of 2

Plant Maintenance & Operations - central administration portion (Functions 8100-8400, 

Objects 1100-5900 times Item D from Part I Classroom Units)

Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 

times Item D from Part I Classroom Units)

Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd 

prior year indirect cost rate of 0% times B14)]

Plant Maintenance & Operations - all except central administration portion (Functions 8100-

8400, Objects 1100-5900 minus A3)

Straight Indirect Cost Percentage Before Carry-Forward Adjustment (For information 

only - not for use when claiming/recovering indirect costs)

 [A5 divided by B14]

Indirect Cost Rate (Fixed-with-carry-forward rate, for use in 2007/08) 

[A7 divided by B14] 

(Subject to CDE approval)

Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 

1100-5900 minus A4)


[image: image30.wmf]2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

A.

Indirect Costs

1

2

3

External Financial Audit - Single Audit (Function 7190, Objects 5000-5999)

4

Staff Relations and Negotiations (Function 7120, Objects 1000-5999)

5a

5b

3

6

4

7

5

8

Total Indirect Costs [sum A1 through

 A4

 

A7

]

6

9

7

10

Total Adjusted Indirect Costs

 [A5 plus A6]

 

[line A8 plus A9]

Carry-Forward Adjustment 

[A5 plus 2nd prior year carry-forward adjustment of $ , minus 

(2nd prior year indirect cost rate of  % times B14)]

 

(line A8 plus 2005/06 carry-forward 

adjustment, minus [2007/08 approved indirect cost rate times line B17]

Employment Separation Costs - add normal separation costs charged to 

Resources 0000-1999 for restricted positions, from B12a)

Employment Separation Costs - subtract abnormal separation costs charged to 

Functions 7200-7700 and included in Lines A1 or A4)

Facilities Rents & Leases - 

central administration portion

 only indirect portion (Function 

8500

 

8700, Resources 0000-1999

, Objects 

1100-5900

 

1000-5999,

 times 

Item D from 

Part I Classroom Units

 

percentage of total salaries and benefits attributable to other 

general administration and centralized data processing

)

PART III - Indirect Cost Rate Calculation

Other General Administration (Functions 7200-7600, Objects 

1100-5900

 

1000-5999, 

and 

7380, 

less portion on line B8 charged to restricted resources or specific goals

)

Centralized Data Processing (

Goals 1000-5999 and 9000

, Function 7700, 

Objects 1000-

5999, less portion on line B9 charged to restricted resources or specific goals

)

(General Fund, except for B10, B11, B12, and B13)

 (Funds 01, 09, and 62, unless indicated 

otherwise)

Plant Maintenance & Operations - 

central administration portion

 

only indirect portion 

(Functions 8100-8400, Objects 

1100-5900

 

1000-5999, except 5100

, times 

Item D from 

Part I Classroom Units

 

the percentage of total salaries and benefits attributable to 

other general administration and centralized data processing

)
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B.

Base Costs

1

Instruction (Functions 1000-1999, Objects 

1100-5900,

 1000-5999, except 5100

)

2

3

Pupil Services (Functions 3000-3999, Objects 

1100-5900,

 

1000-5999, except 5100

)

4

Ancillary Services (Functions 4000-4999, Objects 

1100-5900,

 

1000-5999, except 5100

)

5

6

Enterprise (Function 6000, Objects 1000-5999, except 5100

)

6

7

7a

External Financial Audit - Other (Function 7191, Objects 5000-5999)

8

7

9

8

10

9

11

12a

12b

10

13

11

14

12

15

13

16

14

17

Total Base Costs (Sum B1 through 

B13

 B16

)

C.

D.

Object 51XX Subagreements for Services

Objects 6000-6999 Capital Outlay

Objects 7000-7499 Other Outgo

Objects 7600-7699 Other Financing Uses

Function 8500 Facilities Acquisition and Construction

*The following expenditures are EXCLUDED from the indirect cost rate calculation. Indirect costs cannot be charged 

against them when indirect costs are claimed:

Functions 9000-9999 Debt Service, Transfers between Agencies, Interfund Transfers

Instruction-Related Services (Functions 2000-2999, Objects 

1100-5900,

 

1000-5999, 

except 5100

)

Community Services (Functions 5000-5999, Objects 

1100-5900,

 

1000-5999, except 

5100

)

Centralized

 Data Processing 

Services

 

- portion charged to restricted resources or 

specific goals 

(

Goals 0001-8999,

 Function 7700,

 Resources 2000-9999,

 Objects 

1100-

5900

 

1000-5999, plus Function 7700, Resources 0000-1999, Goals 0001-8999, 

Objects 1000-5999

)

Board and Superintendent (Functions 7100-7180, 

except 7120,

 Objects 

1100-5900

 

1000-

5999

)

Other General Administration - portion charged to restricted resources or specific 

goals (Functions 7200-7600, Resources 2000-9999, Objects 1000-5999 and 7380, 

plus Functions 7200-7600, Resources 0000-1999, Goals 0001-8999, Objects 1000-

5999 and 7380)

Plant Maintenance & Operations - all except 

central administration

 indirect

 portion 

(Functions 8100-8400, Objects 

1100-5900

 

1000-5999, except 5100,

 minus line A6)

Employment Separation Costs - reclassification from "indirect" to "base" (add 

abnormal separation costs charged to Functions 7200-7700 from line A5b)

Straight Indirect Cost Percentage Before Carry-Forward- 

Adjustment

 (For information only - not for use when claiming/recovering indirect 

costs) 

[A5 divided by B14]

 [line A8 divided by line B17]

Indirect Cost Rate

 (Fixed-with-carry-forward rate, for use in

 

2007/08

 2009/10

) 

[A7 

divided by B14] 

 

 [line A10 divided by line B17]

 (Subject to CDE approval) *

Facilities Rents & Leases - all except 

central administration

 indirect

 portion (Function 

8700, 

Resources 0000-1999,

 Objects 

1100-5900

 1000-5999

, 

except 5100,

 minus line 

A7, 

plus Function 8700, Resources 2000-9999, Objects 1000-5999, except 5100

)

Employment Separation Costs - reclassification from "base" to "indirect" (subtract 

normal separation costs charged to Resource 0000-1999 for restricted positions 

and included in lines B1-B10)

Foundation (Funds 19 and 57, 

Functions 1000-6999, 8100-8400, 8700

, Objects 

1100-

5900

 

1000-5999, except 5100

)

Adult Education (Fund 11,

 Functions 1000-6999, 8100-8400, 8700,

 Objects 

1100-5900 

1000-5999, except 5100

)

Child Development (Fund 12, 

Functions 1000-6999,

 8100-8400, 8700, Objects 

1100-

5900

 

1000-5999, except 5100

)

Cafeteria (Funds 13 and 61, 

Functions 1000-6999, 8100-8400, 8700

, Objects 

1100-

5900

 

1000-5999, except 5100

)
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NUMERATOR INCREASE = INDIRECT COST RATE INCREASE

NUMERATOR DECREASE = INDIRECT COST RATE DECREASE

Fund

Description

Resource

Goal

Function

Object

01, 09, 62

Other General Administration

7200 - 7600

1000-5999 & 7380 - except 

portion charged in Base

01, 09, 62

Centralized Data Processing

7700

1000-5999 - except portion 

charged in Base

01, 09, 62

External Financial Audit - Single Audit

7190

5000-5999

01, 09, 62

Staff Relations & Negotiations

7120

1000-5999

01, 09, 62

Employment Separation Costs - Normal (for 

restricted positions charged in Base)

0000-1999

1000 - 3999

01, 09, 62

SUBTRACT Employment Separation Costs - 

Abnormal (for restricted positions charged to 

functions 7200-7700 & 7120 in IC Pool)

7200 - 7700 & 7120

1000 - 3999 - abnormal 

separation costs only

01, 09, 62

Plant M & O - Central Admin.

8100 - 8400

1000-5999 - except 5100; 

times pct. of salary & 

benefits for other general 

admin & data processing 

01, 09, 62

Facility Rents/Leases - Central Admin.

0000-1999

8700

1000-5999; times pct. of 

salary & benefits for other 

general admin & data 

processing 

BASE COSTS = DENOMINATOR

DENOMINATOR INCREASE = INDIRECT COST RATE DECREASE

DENOMINATOR DECREASE = INDIRECT COST RATE INCREASE

Fund

Description

Resource

Goal

Function

Object

01, 09, 62

Instruction

1000 - 1999

1000-5999 - except 5100

01, 09, 62

Instruction - Related Services

2000 - 2999

1000-5999 - except 5100

01, 09, 62

Pupil Services

3000 - 3999

1000-5999 - except 5100

01, 09, 62

Ancillary Services

4000 - 4999

1000-5999 - except 5100

01, 09, 62

Community Services

5000 - 5999

1000-5999 - except 5100

01, 09, 62

Enterprise

6000

1000-5999 - except 5100

01, 09, 62

Board and Superintendent

7100 - 7180 - except 

7120

1000-5999

01, 09, 62

External Financial Audit - Other

7191

5000-5999

01, 09, 62

Other General Administration (restricted 

resources)

2000 - 9999

7200 - 7600

1000-5999 & 7380

01, 09, 62

Other General Administration (unrestricted 

resources & specific goals)

0000 - 1999

0001 - 8999

7200 - 7600

1000-5999 & 7380

01, 09, 62

Centralized Data Processing Services (restricted 

resources)

2000 - 9999

7700

1000-5999

01, 09, 62

Centralized Data Processing Services 

(unrestricted resources & specific goals)

0000 - 1999

0001 - 8999

7700

1000-5999

01, 09, 62

Plant M & O - except portion in IC Pool

8100 - 8400

1000-5999 - except 5100 and 

portion in IC Pool

01, 09, 62

Facility Rents/Leases - except portion in IC Pool

0000 - 1999

8700

1000-5999 - except 5100 and 

portion in IC Pool

01, 09, 62

Facility Rents/Leases (restricted)

2000 - 9999

8700

1000-5999 - except 5100

01, 09, 62

SUBTRACT Employment Separation Costs - 

Normal - from Base

0000 - 1999

From Base sections above

01, 09, 62

Employment Separation Costs - Abnormal - that 

were subtracted from IC Pool

7200-7700 & 7120

Only portions that were 

subtracted from IC Pool

11

Adult Education

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

12

Child Development

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

13 & 61

Cafeteria

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

19 & 57

Foundation

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

01 = General Fund

09 = Charter Schools Special Revenue Fund

62 = Charter Schools Enterprise Fund
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Description

Formula

Amount

Grant Expenditures

$8,000.00

Capital Outlay Expenditures

$786.00

Expenditures for Indirect Cost

grant expenditures minus capital outlay

$7,214.00

Indirect Cost Rate

8%

Indirect Cost to be Charged

expenditures for indirect times indirect cost rate

$577.12



Indirect Cost Rate Changes Being Implemented by the State

CDE is required to negotiate its indirect cost plan with the Federal government. The Federally approved indirect cost plan is the basis by which California’s K-12 local education agencies (LEAs) are allowed to charge indirect costs to Federal and State programs.

In 2005, when CDE renegotiated its indirect cost plan with the United States Department of Education (USDE), it agreed to review and modify some indirect cost and related issues that the Federal government wanted addressed. 

In December 2006, CDE completed its review of the indirect cost issues addressed by USDE and issued guidance on changes (Appendix B, CDE letter 12/15/06). The changes that are effective with the 2007/08 unaudited actuals will affect the indirect cost rate for use in fiscal year 2009/10. These changes were incorporated into Procedure 915 of the 2007 edition of the California School Accounting Manual (CSAM) that was approved by the State Board of Education in January 2007 (at the time of publication of this document, only the Draft was available from CDE) (Appendix D, CSAM Procedure 915, Draft January 2007).
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Federal guidance for the development of the indirect cost plan is found in a variety of Federal resources, including:

· Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments

· Education Department General Administrative Regulations (EDGAR), Parts 75 and 76, of Title 34 of the Code of Federal Regulations (CFR)

· Department of Health and Human Services (DHHS), ASMB C-10, Cost Principles and Procedures for Developing Cost Allocation Plans and Indirect Cost Rates for Agreements with the Federal Governments

Changes Effective in 2005/06

The following changes were implemented by CDE in FY 2005/06:

· Capitalized expenditures - object codes 6400 through 6500 - were entirely excluded from the indirect cost rate calculation (pool and base cost)
· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· DECREASE base cost (denominator)
· DECREASE indirect cost rate
· Fund 19 Foundation Special Revenue Fund and Fund 57 Foundation Permanent Fund were added to SACS Form ICR
· Potential effect on indirect cost rate

· NO EFFECT indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
· Interfund transfers of administrative/direct support costs - object code 7380, function 7200 through 7600 - were excluded from the indirect cost pool (numerator)
· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
Additionally, the December 2006 guidance issued from CDE included an Addendum to 2005/06 Unaudited Actual data that was completed by LEAs, as applicable, and submitted to CDE in February 2007 (Appendix B, CDE letter 12/15/06, Attachment B). The Addendum adjusted the 2005/06 indirect cost rate base by manually removing material subagreements from SACs Form ICR. This will be discussed further in the next section.

CHANGES EFFECTIVE IN 2007/08

SUBAGREEMENTS FOR SERVICES

Subagreements for services are indicated when a part or all of an instructional or support activity for which the LEA is responsible is conducted by a third party rather than by the LEA. The LEA's responsibility for the activity may originate from any grant, award, or entitlement. It is necessary to track subagreements separately from other agreements for reasons directly related to the indirect cost process.

Federal cost principles require that subagreements be excluded from the indirect cost rate calculation, and from eligible program costs on which indirect costs are charged. The rationale for this is to prevent indirect costs from being charged twice against the same program expenditures; once by the original grant recipient and again by the subrecipient. Additional rationale for this is that subcontracted expenditures generally do not generate or benefit from indirect costs to the same extent as other expenditures.

Subagreements typically include cooperative projects and pass-through grants in which LEAs have BOTH administrative and direct financial involvement.

Pass-through grants in which LEAs have administrative involvement only are not considered subagreements.
To facilitate the accounting for this new requirement, CDE created object code 5100 - Subagreements for Services. Costs in object code 5100 are to be excluded from the indirect cost calculation and must also be excluded from the costs on which indirect costs are charged.

Federal guidelines provide that up to $25,000 of each subagreement may be included in the indirect cost calculation and may be included in the costs on which indirect costs are charged. This is accomplished by charging up to $25,000 per subagreement to object code 5800 - Professional/Consulting Services and Operating Expenditures. The balance (as applicable) is charged to object code 5100 - Subagreements for Services, and is not subject to indirect.
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Example - Effect of Subagreement Adjustment

[image: image34.wmf]BUDGETING INDIRECT COSTS

Description

Formula

Amount

Grant Amount

$10,000.00

Indirect Cost Rate plus 1

1.08

1XXX to 5XXX Budget

grant amount divided by indirect rate

$9,259.26

Indirect Cost Budget

grant amount minus 1XXX to 5XXX budget

$740.74

Proof:

1XXX-5XXX Budget

$9,259.26

Indirect Cost Rate

8%

Indirect Cost Budget

1XXX to 5XXX budget times indirect cost rate

$740.74

Grant Amount

1XXX to 5XXX budget plus indirect cost budget

$10,000.00


WHAT DOES $125,060 PAY FOR IN YOUR DISTRICT?

Examples of Subagreements

Example A

· LEA receives a grant for After School Safety and Planning for $150,000

· LEA retains $75,000 of the $150,000 for non-5800 related expenditures

· LEA contracts with local police department for $75,000 to provide services (subagreement)

· LEA may include $25,000 of the $75,000 subagreement toward its indirect cost calculation; code with object 5800

· $50,000 of the $75,000 subagreement is excluded from the indirect cost calculation; code with object 5100
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Section A Indirect Costs (Form ICR line 7)

$925,000

Section B Base Costs (Form ICR line 14)

$17,750,000

Calculated Indirect Rate (Form ICR Section D)

5.21%

2005/06 Object Code 5800 Subagreements

Subagreement 

Description

Subagreement 

Total

Maximum 

Deduction (up to 

$25,000 each)

Balance excluded 

from Indirect Cost 

and subtracted from 

Base

Special Ed. Transportation

$550,000

$25,000

$525,000

Nonpublic School (NPS)

$22,500

$0

$22,500

Subagreement Total

$572,500

$25,000

$547,500

Estimated Revised Indirect Cost Rate

Section A Costs from above

$925,000

Section B Costs from above

$17,750,000

minus Subagreement Total from above

-$547,500

equals Revised Section B Costs

$17,202,500

5.38%

0.17%

3.26%

Projected Impact on Indirect Charged/Collected

Indirect Charged in FY 2005/06

$242,500

Percentage Change in Rate from above

3.26%

Projected Change in Indirect Charged/Collected

$7,906

Calculation of the Estimated Impact on the 2005/06 Indirect Cost 

Rate Due to the Change in Treatment of Subagreements

Estimated Revised Indirect Cost Rate

 (Section A Costs 

divided by Revised Section B Costs)

Change in Rate 

(Estimated Revised Indirect Cost Rate minus Calculated 

Indirect Cost Rate)

Percentage Change in Rate 

(Change in Rate divided by Calculated Indirect 

Cost Rate)


Example B

· LEA contracts with a vendor for $2 million to provide home to school transportation services to its students

· LEA may include $25,000 toward its indirect cost calculation; code with object 5800

· Balance of expenditure ($1,975,000) is excluded from its indirect cost calculation; code with object 5100
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Section A Indirect Costs (Form ICR line 7)

Section B Base Costs (Form ICR line 14)

Calculated Indirect Rate (Form ICR Section D)

2005/06 Object Code 5800 Subagreements

Subagreement 

Description

Subagreement 

Total

Maximum 

Deduction (up to 

$25,000 each)

Balance excluded 

from Indirect Cost 

and subtracted from 

Base

Subagreement Total

Estimated Revised Indirect Cost Rate

Section A Costs from above

Section B Costs from above

minus Subagreement Total from above

equals Revised Section B Costs

Projected Impact on Indirect Charged/Collected

Indirect Charged in FY 2005/06

Percentage Change in Rate from above

Projected Change in Indirect Charged/Collected

Calculation of the Estimated Impact on the 2005/06 Indirect Cost 

Rate Due to the Change in Treatment of Subagreements

Estimated Revised Indirect Cost Rate

 (Section A Costs 

divided by Revised Section B Costs)

Change in Rate 

(Estimated Revised Indirect Cost Rate minus Calculated 

Indirect Cost Rate)

Percentage Change in Rate 

(Change in Rate divided by Calculated Indirect 

Cost Rate)

 

Example C

· LEA receives a $20,000 entitlement to provide professional development for teachers

· LEA contracts with a consultant for $5,000 for evaluations

· Entire expenditure of $5,000 is included in the indirect cost calculation; code with object 5800
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EMPLOYMENT SEPARATION COSTS

When an employee separates from service (e.g., retires or terminates), the LEA may incur costs associated with the separation that are in addition to the employee's regular salary and benefits for the final pay period. These additional separation costs are categorized either as "normal" or "abnormal or mass" separation costs.

Normal Separation Costs

Normal separation costs include pay for accumulated unused leave or severance pay offered pursuant to LEA policy. Federal guidelines prohibit charging normal separation costs directly to a Federal program. State programs may have similar restrictions. In these cases an unrestricted resource must be used. Federal guidelines and California's indirect cost plan allow for these normal separation costs that would have been charged to a restricted resource to be included in the LEA's indirect cost pool (numerator). LEAs that choose to do this may manually identify the costs in the indirect cost rate worksheet (SACS Form ICR).

· Potential effect on indirect cost rate

· INCREASE indirect cost pool (numerator)
· DECREASE base cost (denominator)
· INCREASE indirect cost rate
Abnormal or Mass Separation Costs

Abnormal separation costs include early retirement incentives such as a golden handshake or a contract buyout. Abnormal or mass separation costs may not be charged to a Federal program as either direct or indirect costs. State programs may have similar restrictions. These costs may be charged to the same goal and function, and possibly the same object code, as the employee’s regular salary, but they must be 

charged to an unrestricted resource. Because these costs are unallowable charges to Federal programs, any costs in function 7200 - General Administration or function 7700 - Centralized Data Processing, must be manually identified in the indirect cost rate worksheet (SACS Form ICR) and excluded from the indirect cost pool (numerator).

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost
LEGAL COSTS

Costs for legal counsel working on agencywide policies, or specifically representing the Board or superintendent, should be charged to function 7100 - Board and Superintendent.

Example - Function 7100

· LEA contracts with a law firm to develop Board policies

· Cost is specific to the Board. Charge to:

· fund 01--General Fund

· resource 0000--No Reporting Requirements

· goal 0000--Undistributed

· function 7100--Board and Superintendent

[image: image38.wmf]Unaudited Actuals

FORM ICR

2005/06 Unaudited Actuals

DISTRICT

Indirect Cost Rate Worksheet

PART I - Classroom Units

A.

B.

C.

Total classroom units (A plus B)

D.

PART II - Data Processing Services (General Fund)

California Dept of Education

SACS Financial Reporting Software - 2006.2.0

File: ICR (Rev 05/24/2006)

Page 1 of 2

Percentage of total classroom units attributable to other general administration, centralized 

data processing, and plant maintenance & operations [A divided by C]

When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of 

Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool 

of indirect costs. The portion to include as indirect costs is specific to the central administrative offices (e.g., 

fiscal services, personnel/human resources, and centralized data processing and is determined using a 

percentage based on the Classroom Unit (CU) allocation factor, a standard measurement of space defined in 

the California School Accounting Manual (CSAM). Using the guidelines outlined in CSAM, calculate and enter 

the total CU counts for the functions (activities) referred to in lines A and B.

Note: These CU counts are for indirect cost purposes only and are separate and apart from 

the CU counts (if any) entered on the program cost report. The CU counts for lines A and B 

below should reflect the total space occupied for each function (and goal, if applicable), 

regardless of whether they have already been charged for costs of plant maintenance and 

operations or facilities rents and leases.

Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged 

to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should 

be LEA-wide administrative costs and are indirect costs for purposes of the indirect cost rate calculation. Data 

processing costs that support instructional programs (i.e., computers in the classroom, instructional computer 

labs, instructional networks, library comp0uters, etc.) should be charged to Function 2420, Instructional Library, 

Media, and Technology, or Function 1000, Instruction, not Function 7700. Data incorrectly included in Function 

7700 should be reclassified in the General Ledger using Object 5710, Transfers of Direct Costs, and then 

reimported into SACS.

Enter the classroom units for Undistributed Goal 0000 for: Other General Administration 

(Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance 

and operations (Functions 8100-8400)

Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation 

(Function 3600), Food Services (Function 3700), Community Services (Functions 5000-

5999), and Board and Superintendent (Functions 7100-7180)

CLASSROOM UNIT 

DISTRIBUTION 

METHODOLOGY WILL 

CHANGE IN 2007/08. IT 

WILL BE DISTRIBUTED 

BY ADMINISTRATIVE 

PERCENTAGES.


Costs for legal counsel related to specific business office, purchasing or personnel matters may be charged to function 7200 - Other General Administration.

Example - Function 7200

· LEA contracts with a law firm for representation in a personnel matter

· Cost is specific to Personnel. Charge to:

· fund 01--General Fund

· resource 0000--No Reporting Requirements

· goal 0000--Undistributed

· function 7200--Other General Administration
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New guidance allows certain other legal costs to be charged to the function that necessitates or benefits from the legal activity.

Example - Specific Program Related Legal Activity

· LEA contracts with a law firm for representation in a special education legal matter

· Cost is specifically related to special education. Charge to:

· fund 01--General Fund

· resource 6500--Special Education

· goal 5001-5770--Special Education

· [image: image40.wmf]Unaudited Actuals

FORM ICR

2005/06 Unaudited Actuals

DISTRICT

Indirect Cost Rate Worksheet

PART III - Indirect Cost Rate Calculation 

(General Fund, except for B10, B11, B12, and B13)

A.

Indirect Costs

1

Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

2

Centralized Data Processing (Goals 0000 and 9000, Function 7700)

3

4

5

Total Indirect Costs [sum A1 through A4]

6

7

Total Adjusted Indirect Costs [A5 plus A6]

B.

Base Costs

1

Instruction (Functions 1000-1999, Objects 1100-5900)

2

Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

3

Pupil Services (Functions 3000-3999, Objects 1100-5900)

4

Ancillary Services (Functions 4000-4999, Objects 1100-5900)

5

Community Services (Functions 5000-5999, Objects 1100-5900)

6

Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

7

Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

8

9

10

Adult Education (Fund 11, Objects 1100-5900

11

Child Development (Fund 12, Objects 1100-5900)

12

Cafeteria (Funds 13 and 61, Objects 1100-5900)

13

Foundation (Funds 19 and 57, Objects 1100-5900)

14

Total Base Costs (Sum B1 through B13)

C.

D.

California Dept of Education

SACS Financial Reporting Software - 2006.2.0

File: ICR (Rev 05/24/2006)

Page 2 of 2

Plant Maintenance & Operations - central administration portion (Functions 8100-8400, 

Objects 1100-5900 times Item D from Part I Classroom Units)

Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 

times Item D from Part I Classroom Units)

Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd 

prior year indirect cost rate of 0% times B14)]

Plant Maintenance & Operations - all except central administration portion (Functions 8100-

8400, Objects 1100-5900 minus A3)

Straight Indirect Cost Percentage Before Carry-Forward Adjustment (For information 

only - not for use when claiming/recovering indirect costs)

 [A5 divided by B14]

Indirect Cost Rate (Fixed-with-carry-forward rate, for use in 2007/08) 

[A7 divided by B14] 

(Subject to CDE approval)

Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 

1100-5900 minus A4)

function 2000-2999--Instruction Related Services

EXTERNAL FINANCIAL AUDIT
A conflict existed in the accounting treatment of external audits and their inclusion in, or exclusion from, the indirect cost pool. To address this conflict, CDE has added two new function codes for external financial audits. 

· Function 7190 External Financial Audit/Single Audit - Annual independent audits conducted pursuant to both Education Section 14503, and the Single Audit Act for LEAs that expend more than $500,000 in Federal funds. Function 7190 is included in the indirect cost pool (numerator).

· Potential effect on indirect cost rate

· INCREASE indirect cost pool (numerator)
· DECREASE base cost (denominator)
· INCREASE indirect cost
· Function 7191 External Financial Audit/Other - Annual independent audits conducted pursuant to Education Code Section 14503, where the LEA expends less than $500,000 in Federal funds and a single audit is not required. Function 7191 is included in the base cost (denominator).

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost
STAFF RELATIONS AND NEGOTIATIONS 

Incremental costs of activities concerned with staff relations systemwide and the responsibilities for contractual negotiations with both instructional and noninstructional personnel can generally be charged indirectly to Federal programs.

CDE has added an optional new code:

· Function 7120--Staff Relations and Negotiations

Any costs charged to this function with an unrestricted resource will be included in the indirect cost pool (numerator). Currently, these costs are coded with function 71XX and are only included in the base cost (denominator). By utilizing function 7120, the indirect cost pool (numerator) will be increased, thereby increasing the indirect cost rate.

· Potential effect on indirect cost rate

· INCREASE indirect cost pool (numerator)
· DECREASE base cost (denominator)
· INCREASE indirect cost rate
FUNDS ADDED TO INDIRECT COST RATE CALCULATION

In fiscal year 2005/06, the following funds were added to the indirect cost rate calculation:

· Fund 19 Foundation Special Revenue Fund

· Fund 57 Foundation Permanent Fund

In fiscal year 2007/08, beginning with the unaudited actual data, the following funds will be added to the indirect cost rate calculation:

· Fund 09 Charter Schools Special Revenue Fund

· Fund 62 Charter Schools Enterprise Fund

For LEAs that include Charter School data in fund 09 or fund 62 of their unaudited actual submission, the Charter School’s data will be included in the calculation of the LEA's indirect cost rate. If your LEA includes Charter School data in its unaudited actual submission, it is recommended that you reevaluate whether the Charter School should be part of your LEA’s reporting entity. Among other things, the inclusion of the Charter School’s data will affect your indirect cost rate. You may want to discuss this with your auditor.

If a Charter School reports its data to CDE separately under its own county-district-school (CDS) code, it will receive its own separate indirect cost rate. Charter Schools using the alternative form will continue to receive a Statewide average indirect cost rate.

METHODOLOGY FOR DETERMINING PLANT SERVICES COSTS 

The Classroom Units (CUs) percentage used as the basis for determining the portion of Plant Service costs to include in the indirect cost pool will be eliminated. It will be replaced with the percentage share of plant services salaries and benefits (functions 8100-8400) compared to the LEA’s total salaries and benefits. For LEAs that contract for administrative services rather than employ personnel in these positions, CDE will allow a manual adjustment to the indirect cost worksheet (SACS Form ICR) so that these costs are included in the calculation.

Example - Current Methodology

· In 2005/06, the LEA’s total cost for Maintenance and Operations (M&O) were $5,240,447

· The LEA’s Classroom Unit (CU) Percentage from 2005/06 Form ICR, Part 1, Line D was 7.06%

· M&O cost included in the indirect cost pool (numerator) were $369,976 (total M&O cost multiplied by CU pct)
· M&O cost included in the base (denominator) were $4,870,471 (total M&O cost minus pool cost)
[image: image41.wmf]Grant Amount

$150,000

CURRENT

Amount

Object Code

In Indirect Cost Base?

Subagreement to Police Department

$75,000

5800

Yes

District Utilized Expenditures

$75,000

1000-5000

Yes

TOTAL

$150,000

NEW

Subagreement to Police Department

$50,000

5100

No

$25,000

5800

Yes

sub-total

$75,000

District Utilized Expenditures

$75,000

1000-5000

Yes

TOTAL

$150,000


Example - New Methodology

· The LEA’s total cost for Maintenance and Operations (M&O) were $5,240,447 (no change)

· The LEA’s total salaries and benefits were $45,190,414

· M&O salaries and benefits were $3,035,444

· The LEA’s M&O Percentage for indirect cost calculations would change from 7.06% to 6.72% ($3,035,444 divided by $45,190,414)
· M&O cost included in the indirect cost pool (numerator) would now be $352,158 (total M&O cost multiplied by new M&O pct); a decrease of $17,818

· M&O cost included in the base (denominator) would be $4,888,289 (total M&O cost minus pool cost); an increase of $17,818
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Amount

Object Code

In Indirect Cost Base?

Contract for Home to School Transportation

$2,000,000

5800

Yes

NEW

Contract for Home to School Transportation

$1,975,000

5100

No

$25,000

5800

Yes

TOTAL

$2,000,000


OTHER TECHNICAL CHANGES

· Function 2100--Instruction Related Services and function 3100 - Pupil Services Salaries and Benefits will be added to the base cost (denominator).

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
· Facilities Rents and Leases paid with a restricted resource will be excluded from the pool of facility costs split between indirect and base costs; these costs will instead be automatically assigned to the base (denominator).

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
· Goals 7110 and 7150 - Nonagency and resource specific indirect costs (e.g., resource 6020 - CSIS, and resource 6255 - Teacher Recruitment) will be excluded from the indirect cost pool (numerator), and instead be included in the base (denominator), as they are paid for by a particular funding source.

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
· Fund 01 costs in function 6000 - Enterprise will be included in the base (denominator). Previously, enterprise costs in fund 01 were excluded from the indirect calculation, but enterprise costs in funds 11, 12, 13, and 61 were included. If an enterprise activity is significant and entirely self-supporting, the activity should be in Fund 63 - Enterprise, which will exclude it from the base (denominator).

· Potential effect on indirect cost rate

· DECREASE indirect cost pool (numerator)
· INCREASE base cost (denominator)
· DECREASE indirect cost rate
CARRY-FORWARD ADJUSTMENT

The carry-forward adjustment, which involves amounts calculated prior to implementation of CDE’s new indirect cost plan, may be suspended during the transition to the revised calculation. CDE and the Federal government are negotiating an alternative to the regular application of the carry-forward adjustment to use during the transition. At the time of publication of this document, a resolution had not been agreed upon.
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FORM ICR--INDIRECT COST RATE WORKSHEET

WITH PROJECTED CHANGES

DISCLAIMER

The following indirect cost rate worksheets are based on Eastern Section Financial Services R&D’s interpretation of CDE’s changes.

They are not official CDE documents.

Form ICR Page 1 - Current and Projected
[image: image43.wmf]CURRENT

Amount

Object Code

In Indirect Cost Base?

Consultant Contract for Evaluations

$5,000

5800

Yes

Other Expenditures

$15,000

1000-5000

Yes

TOTAL

$20,000

NEW (no change)

Consultant Contract for Evaluations

$5,000

5800

Yes

Other Expenditures

$15,000

1000-5000

Yes

TOTAL

$20,000



Form ICR Page 2 - Prior to Projected Changes
[image: image44.wmf]2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

A.

Indirect Costs

1

2

3

External Financial Audit - Single Audit (Function 7190, Objects 5000-5999)

4

Staff Relations and Negotiations (Function 7120, Objects 1000-5999)

5a

5b

3

6

4

7

5

8

Total Indirect Costs [sum A1 through

 A4

 

A7

]

6

9

7

10

Total Adjusted Indirect Costs

 [A5 plus A6]

 

[line A8 plus A9]

Carry-Forward Adjustment 

[A5 plus 2nd prior year carry-forward adjustment of $ , minus 

(2nd prior year indirect cost rate of  % times B14)]

 

(line A8 plus 2005/06 carry-forward 

adjustment, minus [2007/08 approved indirect cost rate times line B17]

Employment Separation Costs - add normal separation costs charged to 

Resources 0000-1999 for restricted positions, from B12a)

Employment Separation Costs - subtract abnormal separation costs charged to 

Functions 7200-7700 and included in Lines A1 or A4)

Facilities Rents & Leases - 

central administration portion

 only indirect portion (Function 

8500

 

8700, Resources 0000-1999

, Objects 

1100-5900

 

1000-5999,

 times 

Item D from 

Part I Classroom Units

 

percentage of total salaries and benefits attributable to other 

general administration and centralized data processing

)

PART III - Indirect Cost Rate Calculation

Other General Administration (Functions 7200-7600, Objects 

1100-5900

 

1000-5999, 

and 

7380, 

less portion on line B8 charged to restricted resources or specific goals

)

Centralized Data Processing (

Goals 1000-5999 and 9000

, Function 7700, 

Objects 1000-

5999, less portion on line B9 charged to restricted resources or specific goals

)

(General Fund, except for B10, B11, B12, and B13)

 (Funds 01, 09, and 62, unless indicated 

otherwise)

Plant Maintenance & Operations - 

central administration portion

 

only indirect portion 

(Functions 8100-8400, Objects 

1100-5900

 

1000-5999, except 5100

, times 

Item D from 

Part I Classroom Units

 

the percentage of total salaries and benefits attributable to 

other general administration and centralized data processing

)


Form ICR Page 2 - With Projected Changes

Part III. Section A - Indirect Cost Pool (numerator)

(deletions are crossed out; changes are bold)

[image: image45.wmf]2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

B.

Base Costs

1

Instruction (Functions 1000-1999, Objects 

1100-5900,

 1000-5999, except 5100

)

2

3

Pupil Services (Functions 3000-3999, Objects 

1100-5900,

 

1000-5999, except 5100

)

4

Ancillary Services (Functions 4000-4999, Objects 

1100-5900,

 

1000-5999, except 5100

)

5

6

Enterprise (Function 6000, Objects 1000-5999, except 5100

)

6

7

7a

External Financial Audit - Other (Function 7191, Objects 5000-5999)

8

7

9

8

10

9

11

12a

12b

10

13

11

14

12

15

13

16

14

17

Total Base Costs (Sum B1 through 

B13

 B16

)

C.

D.

Object 51XX Subagreements for Services

Objects 6000-6999 Capital Outlay

Objects 7000-7499 Other Outgo

Objects 7600-7699 Other Financing Uses

Function 8500 Facilities Acquisition and Construction

*The following expenditures are EXCLUDED from the indirect cost rate calculation. Indirect costs cannot be charged 

against them when indirect costs are claimed:

Functions 9000-9999 Debt Service, Transfers between Agencies, Interfund Transfers

Instruction-Related Services (Functions 2000-2999, Objects 

1100-5900,

 

1000-5999, 

except 5100

)

Community Services (Functions 5000-5999, Objects 

1100-5900,

 

1000-5999, except 

5100

)

Centralized

 Data Processing 

Services

 

- portion charged to restricted resources or 

specific goals 

(

Goals 0001-8999,

 Function 7700,

 Resources 2000-9999,

 Objects 

1100-

5900

 

1000-5999, plus Function 7700, Resources 0000-1999, Goals 0001-8999, 

Objects 1000-5999

)

Board and Superintendent (Functions 7100-7180, 

except 7120,

 Objects 

1100-5900

 

1000-

5999

)

Other General Administration - portion charged to restricted resources or specific 

goals (Functions 7200-7600, Resources 2000-9999, Objects 1000-5999 and 7380, 

plus Functions 7200-7600, Resources 0000-1999, Goals 0001-8999, Objects 1000-

5999 and 7380)

Plant Maintenance & Operations - all except 

central administration

 indirect

 portion 

(Functions 8100-8400, Objects 

1100-5900

 

1000-5999, except 5100,

 minus line A6)

Employment Separation Costs - reclassification from "indirect" to "base" (add 

abnormal separation costs charged to Functions 7200-7700 from line A5b)

Straight Indirect Cost Percentage Before Carry-Forward- 

Adjustment

 (For information only - not for use when claiming/recovering indirect 

costs) 

[A5 divided by B14]

 [line A8 divided by line B17]

Indirect Cost Rate

 (Fixed-with-carry-forward rate, for use in

 

2007/08

 2009/10

) 

[A7 

divided by B14] 

 

 [line A10 divided by line B17]

 (Subject to CDE approval) *

Facilities Rents & Leases - all except 

central administration

 indirect

 portion (Function 

8700, 

Resources 0000-1999,

 Objects 

1100-5900

 1000-5999

, 

except 5100,

 minus line 

A7, 

plus Function 8700, Resources 2000-9999, Objects 1000-5999, except 5100

)

Employment Separation Costs - reclassification from "base" to "indirect" (subtract 

normal separation costs charged to Resource 0000-1999 for restricted positions 

and included in lines B1-B10)

Foundation (Funds 19 and 57, 

Functions 1000-6999, 8100-8400, 8700

, Objects 

1100-

5900

 

1000-5999, except 5100

)

Adult Education (Fund 11,

 Functions 1000-6999, 8100-8400, 8700,

 Objects 

1100-5900 

1000-5999, except 5100

)

Child Development (Fund 12, 

Functions 1000-6999,

 8100-8400, 8700, Objects 

1100-

5900

 

1000-5999, except 5100

)

Cafeteria (Funds 13 and 61, 

Functions 1000-6999, 8100-8400, 8700

, Objects 

1100-

5900

 

1000-5999, except 5100

)



Form ICR Page 2 - With Projected Changes

Part III. Section B - Base Costs (denominator);

Sections C and D

(deletions are crossed out; changes are bold)
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NUMERATOR DECREASE = INDIRECT COST RATE DECREASE

Fund

Description

Resource

Goal

Function

Object

01, 09, 62

Other General Administration

7200 - 7600

1000-5999 & 7380 - except 

portion charged in Base

01, 09, 62

Centralized Data Processing

7700

1000-5999 - except portion 

charged in Base

01, 09, 62

External Financial Audit - Single Audit

7190

5000-5999

01, 09, 62

Staff Relations & Negotiations

7120

1000-5999

01, 09, 62

Employment Separation Costs - Normal (for 

restricted positions charged in Base)

0000-1999

1000 - 3999

01, 09, 62

SUBTRACT Employment Separation Costs - 

Abnormal (for restricted positions charged to 

functions 7200-7700 & 7120 in IC Pool)

7200 - 7700 & 7120

1000 - 3999 - abnormal 

separation costs only

01, 09, 62

Plant M & O - Central Admin.

8100 - 8400

1000-5999 - except 5100; 

times pct. of salary & 

benefits for other general 

admin & data processing 

01, 09, 62

Facility Rents/Leases - Central Admin.

0000-1999

8700

1000-5999; times pct. of 

salary & benefits for other 

general admin & data 

processing 

BASE COSTS = DENOMINATOR

DENOMINATOR INCREASE = INDIRECT COST RATE DECREASE

DENOMINATOR DECREASE = INDIRECT COST RATE INCREASE

Fund

Description

Resource

Goal

Function

Object

01, 09, 62

Instruction

1000 - 1999

1000-5999 - except 5100

01, 09, 62

Instruction - Related Services

2000 - 2999

1000-5999 - except 5100

01, 09, 62

Pupil Services

3000 - 3999

1000-5999 - except 5100

01, 09, 62

Ancillary Services

4000 - 4999

1000-5999 - except 5100

01, 09, 62

Community Services

5000 - 5999

1000-5999 - except 5100

01, 09, 62

Enterprise

6000

1000-5999 - except 5100

01, 09, 62

Board and Superintendent

7100 - 7180 - except 

7120

1000-5999

01, 09, 62

External Financial Audit - Other

7191

5000-5999

01, 09, 62

Other General Administration (restricted 

resources)

2000 - 9999

7200 - 7600

1000-5999 & 7380

01, 09, 62

Other General Administration (unrestricted 

resources & specific goals)

0000 - 1999

0001 - 8999

7200 - 7600

1000-5999 & 7380

01, 09, 62

Centralized Data Processing Services (restricted 

resources)

2000 - 9999

7700

1000-5999

01, 09, 62

Centralized Data Processing Services 

(unrestricted resources & specific goals)

0000 - 1999

0001 - 8999

7700

1000-5999

01, 09, 62

Plant M & O - except portion in IC Pool

8100 - 8400

1000-5999 - except 5100 and 

portion in IC Pool

01, 09, 62

Facility Rents/Leases - except portion in IC Pool

0000 - 1999

8700

1000-5999 - except 5100 and 

portion in IC Pool

01, 09, 62

Facility Rents/Leases (restricted)

2000 - 9999

8700

1000-5999 - except 5100

01, 09, 62

SUBTRACT Employment Separation Costs - 

Normal - from Base

0000 - 1999

From Base sections above

01, 09, 62

Employment Separation Costs - Abnormal - that 

were subtracted from IC Pool

7200-7700 & 7120

Only portions that were 

subtracted from IC Pool

11

Adult Education

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

12

Child Development

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

13 & 61

Cafeteria

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

19 & 57

Foundation

1000-6999; 8100-

8400; 8700

1000-5999 - except 5100

01 = General Fund

09 = Charter Schools Special Revenue Fund

62 = Charter Schools Enterprise Fund


Where Do the Numbers Come From?

(based on Eastern Section Financial Services R&D’s interpretation of projected changes to Form ICR)
[image: image47.wmf]CURRENT METHODOLOGY

Total Expenditures Subject to Indirect Cost Rate

$15,000,000

District Indirect Cost Rate

6.05%

Indirect Cost $ Received

$907,500

(A)

SUBAGREEMENT CHANGE - OBJECT 5100

Total Expenditures Subject to Indirect Cost Rate

$15,000,000

Minus Subagreement Cost:

Subagreement Cost

Object Code 5800

Object Code 5100

(object code 5XXX)

(up to $25,000)

(Cost - Obj.5800)

    Transportation

$1,925,000

$25,000

$1,900,000

    NPS

$375,000

$25,000

$350,000

    School Safety Contract with Police Dept.

$225,000

$25,000

$200,000

    Grant Writer

$175,000

$25,000

$150,000

   TOTAL

$2,700,000

$100,000

$2,600,000

Adjusted Expenditures Subject to Indirect Cost Rate

$12,400,000

(total expenditures minus object 5100 expenditures )

District Adjusted Indirect Cost Rate

6.31%

(using CDE's new methodology)

Adjusted Indirect Cost $ Received

$782,440

(B)

Change in Indirect Cost $ Received

($125,060)

(A-B)
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FREQUENTLY ASKED QUESTIONS (FAQs)

(FAQs were compiled from various sources, including CDE and LEAs)

The Indirect Cost Rate FAQ section is divided into two sections:

A. General

B. 2007/08 Changes

FAQ Section A. General

A1. What governs the calculation of indirect cost rates for local educational agencies?

The United States Department of Education (USDE) approves the agreement with the California Department of Education (CDE) that authorizes CDE to establish indirect cost rates for California's local educational agencies (LEAs). Following is pertinent information concerning the agreement: 

· Indirect cost rates cover a one-year period and are calculated and approved annually.

· Indirect cost rates are for use in the award and management of Federal and State contracts, grants, and other assistance arrangements governed by Office of Management and Budget (OMB) Circular A-87 and Education Department General Administrative Regulations (EDGAR) 34 CFR parts 75.561 and 76.561(b) and (c).

A2. What are indirect costs?

Indirect costs are agencywide, general management costs. In order to provide the community with a basic educational program complete with classrooms and teachers, LEAs perform a wide variety of less-visible services that benefit all departments, school sites, and categorical programs. These services consist of administrative activities necessary for the general operation of the LEA such as accounting, budgeting, payroll preparation, personnel services, purchasing, and centralized data processing.

For the most part, the district’s general purpose funding (e.g., State aid, property tax, interest) covers only the cost of the basic education program (classrooms and teachers), and not the cost of general management services.

A3. What about programs that supplement the basic education program, such as No Child Left Behind (NCLB)?

Categorical programs require the same less-visible services described in #A2 above. In order to meet the demand, it may be necessary for the LEA to add labor and/or resources.

As an example, the LEA has 250 teachers for the basic education program. Through NCLB, 10 more teachers are added to supplement the basic program. The additional teaching staff requires additional processing time for the payroll staff. Since the less-visible services are not direct charges to any particular categorical program, they are considered indirect charges.

A4. Who pays for the additional labor and resources above and beyond the basic level?

Fortunately, most grantors recognize the need for administrative services and provide funding within their grant or entitlement.  This funding helps defray the cost of additional administrative duties.

A5. What is the difference between direct cost and indirect cost? 

Direct costs can be easily identified with a specific program, such as staffing or supply costs to run the program.

Indirect costs are associated with benefiting the whole organizational structure and cannot be easily identified to specific programs, such as payroll, purchasing, and maintenance. 

A6. What is an indirect cost rate?

An indirect cost rate is the percentage of an organization’s indirect costs to its direct costs and is a standardized way to charge individual programs for their share of indirect costs. Costs that are considered distorting in nature, such as capital outlay, pass-through funds, tuition, excess cost payments, debt service, and interfund transfers out, are excluded entirely from the indirect cost rate calculation. These same "distorting" items are excluded when determining the pool of program expenditures to use when charging indirect costs. 

A7. How is an indirect cost rate calculated?  

CDE has been granted authority by the Federal government to review and approve indirect cost rates for California LEAs (e.g., county offices of education, school districts, joint powers agencies, and charter schools). The indirect cost rates are calculated in a standardized manner using the indirect cost rate work sheet (Form ICR) in the standardized account code structure (SACS) software. LEAs annually submit Form ICR to CDE along with their year-end financial reports. Once all LEA year-end financial data have been collected and reviewed by CDE, a listing of approved indirect cost rates is posted to:

http://www.cde.ca.gov/fg/ac/ic/
IMPORTANT NOTE: Indirect cost rates included in an LEA’s 2005/06 Unaudited Actual data submitted to CDE last Fall may be affected by revised subagreement data that was submitted to CDE in February 2007. Refer to FAQ #B7 in the next section and the 12/15/06 CDE letter in Appendix B for further information on this topic.

A8. Why use an indirect cost rate? How does it benefit an organization?

General management costs are necessary for any program to exist. For instance, all programs will use the business office at one time or another for services such as contracts, purchasing, payroll checks, and personnel management. Without the benefit of an indirect cost rate, there would be no standard way for each program to contribute its share of the general management costs without spending a lot of staff time having to time account for each activity. By using an indirect cost rate, LEAs have a standardized, efficient way to recover a share of general management costs from individual programs.

A9. How do I know what rate to use in what year?

The CDE approved listing of indirect cost rates indicates the fiscal year the rates are to be used. In general, data submitted for a particular fiscal year produce indirect cost rates that are used in the second subsequent fiscal year (e.g., 2006/07 data will produce indirect cost rates that are used in 2008/09).

The rate should be used in the year the funds are expended, which is not necessarily the same as the year the funds are appropriated, received, or encumbered. For instance, if money for a program is received in May 2007, which is part of fiscal year 2006/07, but the funds will not be expended until fiscal year 2007/08, then the indirect cost rate approved for use in 2007/08 should be used when claiming indirect costs. This is because the indirect cost rate is meant to allow for recovery of costs in the year the expenditures are incurred, not the year the money may have become available.

A10. What rate do I use for expenditures that cover more than one year?

If more than one year is involved in a project, the indirect cost rate used to recover indirect costs should change as the fiscal year changes. For instance, using an 18-month program starting August 1, 2006, the indirect cost rate approved for use in fiscal year 2006/07 would be used for expenditures incurred August 1, 2006 through June 30, 2007, and a new indirect cost rate approved for use in fiscal year 2007/08 would be used for expenditures incurred from July 1, 2007 through January 31, 2008. 

For programs that follow the Federal fiscal year, October 1 to September 30, the rates are still applied using the State fiscal year as the basis. For example, the approved rate for the initial fiscal year would be used for October 1 through June 30, and then it would change to the new approved rate for the July 1 through September 30 time period.

A11. What determines if indirect costs can be charged to a program?

In the absence of statutory or regulatory language that would prohibit claiming indirect costs (e.g., if the legislation is silent on the subject of indirect costs), then indirect costs can generally be charged. But, if the authorizing legislation says that funds must be spent solely on the item in question, then indirect costs cannot be claimed. For instance, if a program states that funds are specifically limited to instructional materials, then charging indirect costs would not be allowed. Because the statutes and regulations vary by program, questions on whether indirect costs can be charged to a specific program should be directed to the CDE unit responsible for administering the program.

A12. Is there a cap or limit on the amount of indirect costs that can be charged?
An LEA may claim up to its approved indirect cost rate unless there is specific authority (legislation or regulation) to limit the rate. For instance, if program statutory or regulatory language limits indirect costs to 3 percent, and an LEA has an approved rate of 5.25 percent, only 3 percent can be charged to the program; if an LEA has an approved rate of 2.75 percent, only 2.75 percent can be charged to the program.

A13. I understand that indirect costs cannot be charged on capital outlay, other outgo, and other financing uses (e.g., object codes 6000 and 7000). Why not?

Capital outlay (object codes 6000-6999) includes expenditures for items such as the acquisition of land, improvements to sites, construction or purchase of new buildings, books and media for new schools, major expansions of school libraries, and capitalized equipment. Other outgo and other financing uses (object codes 7000-7999) include items such as tuition, transfers out, debt service, and transfers between funds. 

For purposes of the indirect cost process, these costs are considered distorting or one-time in nature (rather than ongoing), and they are excluded from the indirect cost rate calculation. Since they are excluded from the determination of the indirect cost rate, it is not appropriate to include them in the pool of expenditures used when charging a program for indirect costs.

A14. How do I use the indirect cost rate to recover/charge indirect costs?

If indirect costs are allowed, the indirect cost rate can be used to budget the maximum amount of indirect costs allowable for a program and then to claim the actual amount of indirect costs after the program expenditures have been made. It is important to remember that when recovering/charging indirect costs, the indirect cost rate is applied to the amount actually expended, not the total amount budgeted. 

Example - Budgeting Indirect Costs

· Assumptions

· Grant Amount -- $10,000

· Indirect Cost Rate -- 8%

· Entire grant will be expended in the same fiscal year

· No expenditures will be for Capital Outlay (see question #A13 for further information on capital outlay)
· To Calculate Indirect Cost for the Budget
· Divide $10,000 (total grant amount) by 1.08 (indirect cost rate plus 1)

· Equals $9,259.26

· Subtract $9,259.26 from $10,000

· Equals $740.74; this is the maximum amount to budget for indirect costs
(To proof : $9,259.26 times 8% equals $740.74; $9,259.26 plus $740.74 equals $10,000)
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Example - Charging Indirect Costs

· Actual Expenditures

· Total Grant Expenditures -- $8,000

· Capital Outlay Expenditures -- $786 (must be excluded from indirect cost calculations) (see question #A13 for further information on capital outlay)
· To Calculate Indirect Cost to be Charged
· Subtract $786 (capital outlay) from $8,000 (total expenditures)

· Equals $7,214; this is the amount indirect costs can be calculated on

· Multiply by 8% (indirect cost rate)

· [image: image49.wmf]FUND

RESOURCE

GOAL

FUNCTION

OBJECT

01

0000

0000

7200

58XX

Equals $577.12; this is the maximum amount of indirect costs that be charged to the grant

A15. Does an LEA have to charge the entire amount of indirect costs allowed by its indirect cost rate?

An LEA may choose to claim less than the amount of indirect costs allowed by its indirect cost rate.

A16. How is the money received from indirect charges used?

Programs subject to indirect costs (which include most) are charged for the expense as an indirect cost (object code 7310 for programs in the General Fund; object code 7350 for programs not in the General Fund). An offsetting entry is booked into the unrestricted General Fund for a negative expense amount. This transfers the prorated expense to the categorical program or other fund, and relieves the unrestricted General Fund of the cost to provide the related services.

A17. How is the indirect cost rate applied?

At year end, after all accruals are established for expenditure items received but not yet paid, multiply actual expenditures incurred in the fiscal year by the LEA approved indirect cost rate, or allowable categorical indirect cost rate.

A18. Do all programs pay indirect?

No, but they may have more direct charges.  It is not feasible or beneficial to charge an indirect cost rate to the unrestricted program, so the major emphasis is charging these costs to the restricted programs of the district.

A19. When is the indirect charge deducted?

In theory, indirect costs should be an ongoing charge to the various programs since spending occurs throughout the year.  Practicality dictates that indirect costs are estimated (and budgeted) at the beginning of the year and actually calculated and charged at the end of the year.

A20. What do you do when programs run out of funds before indirect is charged?

To demonstrate the true picture of total program expenditures (and encroachment), it is recommended that you charge the full indirect cost amount, and then make a contribution from the unrestricted General Fund to balance the program.  In addition, inform the program manager of the problem and ask him/her to take corrective action in the coming year(s).

A21. Can we retroactively charge an indirect cost rate?

No. The indirect cost rate is allowable on the current year expenditures only.  It is not allowable to charge an indirect cost rate for any other years. However, if you did not charge the cost, but the auditors made an audit finding in your annual audit report, or you can get the external auditors to back you up with a letter validating the cost, you can do a restatement in the following fiscal year.

A22. Do Charter Schools have approved indirect cost rates?

Schools normally fall under the authority of their LEA. Their expenditures are reported to the State as part of the LEA’s General Fund, and are used in the calculation of the LEA’s indirect cost rate.

Because of the unique circumstances surrounding Charter Schools, some are able to use the rate of their approving agency and some are not, depending on how their year-end expenditures were reported to the State. Use the following link for Charter Schools approved rates:

http://www.cde.ca.gov/fg/ac/ic/

A23. Why are the indirect cost rates for Food Service and Adult Education different from the LEA’s rate?

In compliance with Education Code sections 38101(c) and 52616.4(a)(3), CDE annually calculates Statewide rates for Food Service and Adult Education programs. These programs limit indirect costs to the lesser of the LEA’s approved rate or their respective Statewide rate.

CDE calculates the Statewide rate for Food Services by totaling the expenditures of elementary, high, unified, and common administration districts, thereby creating one Statewide indirect cost pool and one Statewide direct/direct support cost pool. The rest of the calculation is done the same as for individual LEAs, only it is done as if the Food Services program were a single LEA. The same is done for the Adult Education program, except elementary districts are excluded. For the latest Food Service and Adult Education Statewide rates, please see CDE’s Statewide rates listing at:

http://www.cde.ca.gov/fg/ac/ic/
A24. Can indirect costs be charged to the Community Day Schools program?

Yes. However, indirect costs are not included in the calculation to determine compliance with Education Code Section 48660.2(b). This section requires that the total of direct instructional costs and documented support costs of the community day schools must equal at least 90 percent of the revenues generated on behalf of pupils enrolled in the community day schools. Indirect costs are not considered direct instructional nor documented support expenditures.

A25. Can we charge ASB Funds for the indirect cost rate?

Charging ASB funds the district approved indirect cost rate is an allowable charge. If an LEA decides to do this, schools should be  notified in advance so they can plan accordingly. Schools should also be provided with training on budgeting for indirect costs. In addition, Board policies governing ASB funds and the Student Body manual should be revised to reflect the change in procedure.

A26. Are indirect cost dollars included in the Maintenance of Effort Requirements for Special Education?

Yes. Indirect cost charges are included in the total expenditures and a reduction in your indirect cost rate could make compliance that much harder to meet--or even, result in noncompliance.
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FAQ Section B. 2007/08 Changes

SUBAGREEMENTS

B1. What is a subagreement?

Subagreements for services are indicated when a part or all of an instructional or support activity for which the LEA is responsible is conducted by a third party. This is coded as object code 5100, which is not in the base (denominator). CDE allows up to $25,000 of subagreements to be charged to object code 5800 (refer to #B7 for further information).

B2. What is a subaward?

A subaward is when an LEA passes through an award or grant to a subrecipient. in which the LEA has administrative involvement only. These are not considered subagreements.
B3. Is a consultant agreement the same as a subagreement?

Possibly . . . you would need to look at the service the consultant is providing. If it is for a substantive component of a grant, then it is a subagreement.  If the service is considered a minimal component of a grant, then it would not be considered a subagreement. For example, your district received a reading grant in which the district was responsible for coordinating and training teachers on improved learning strategies. This is the substantive component of the grant, and the district is providing this service with its staff. The district hired an evaluator as part of the grant. As this is not a substantive component of the grant, the contract with the evaluator would not be considered a subagreement. On the other hand, if the district hired an agency to carry out the coordination and teacher training, then that contract would be considered a subagreement.

B4. What funds are affected by the subagreement rules?

· 01 General Fund

· 09 Charter Schools Special Revenue Fund

· 11 Adult Education Fund

· 12 Child Development Fund

· 13 Cafeteria Special Revenue Fund

· 19 Foundation Special Revenue Fund

· 57 Foundation Permanent Fund

· 61 Cafeteria Enterprise Fund

· 62 Charter Schools Enterprise Fund

B5. Do I only have to worry about subagreements in restricted programs? Are subagreements excluded in the unrestricted general fund?

No. Subagreements may be for any funding source, including unrestricted. Subagreements are not limited to a certain type of funding; rather, subagreements are for any grant, award, or entitlement, including unrestricted general fund entitlements such as revenue limit. The idea is to identify the costs by object code (i.e., object code 5100 vs. object code 5800), just like all other costs are identified by object code, without limiting it to a certain source of funding. This is important in that it may have an impact on the LEA’s indirect cost pool calculation.

B6. What about special education excess costs charged to object codes 7141-7143? Are these subagreements?

No. Excess costs are charged to function 9200, Transfers Between Agencies, and subagreements are only for instructional and support activities.

Instructional costs are functions 1000, 4000 and 5000, and support activities are functions 2000, 3000 and 8000 (except 3700 and 8500). This means you can exclude from subagreements central administrative costs (function 7000) and other costs such as Food Service (function 3700), Enterprise (function 6000), Facilities Acquisition and Construction (function 8500), and Other Outgo (function 9000).

B7. Do I have to charge the first $25,000 of a subagreement to object code 5800? Can't I just charge the whole thing to object code 5100?

You may charge the first $25,000 of a subagreement to object code 5800 but you are not required to do so. In general, you should use a consistent treatment of these costs from year-to-year because how you code them will affect both your indirect cost rate and your recovery of indirect costs.

For example, if you charge the entire subagreement amount to object code 5100, then the entire amount will be removed from the indirect cost calculation. But, because the entire amount will be in object code 5100, you will not be able to claim indirect costs on any part of the subagreement, not even the first $25,000.

B8. We contract with an outside agency that does not charge indirect (i.e., Laidlaw for home to school transportation). Can we exclude this as a subagreement?

No. It is still considered a subagreement regardless of whether or not the vendor includes indirect charges in the contract language. Costs should be charged to object code 5100, with the exception of the first $25,000, which may be charged to object code 5800.

B9. A Local Education Agency (LEA) enters into per student contracts with nonpublic schools (NPS). Can the $25,000 cap apply to each student contract even though all of these contracts are with the same vendor?

Yes. The $25,000 is per subagreement. If it is the LEA’s practice to have a separate contract for each student, then the $25,000 would be applied to each.

B10. If the NPS contract includes multiple services (e.g., psychologists and transportation), are all of those services included in the contract? 

Yes. The $25,000 limit does not apply to individual activities performed within the contract.

B11. If a contract is multi-year, does the $25,000 cap apply one time, or for each year?

Pursuant to the definition of object code 5100, the $25,000 limit per subagreement applies for the duration of the subagreement. In other words, the $25,000 applies per subagreement, not per year.

B12. A school district pays a neighboring school district to provide special education instruction for its students. There is no formal contract in place, but rather a long-standing agreement. The school district receiving the services knows at the beginning of each school year what the charge per student will be, based on the type of services being provided. Would this type of long-standing agreement be considered a subagreement for services?

Yes, because the LEA is not providing the substantive component of the activity, which is to provide special education instruction to its students. It is each LEA’s responsibility to educate its students. If the LEA contracts (or has a long-standing agreement) with another LEA to provide this service, then it is considered a subagreement. This is not any different  than contracting with a nonpublic school to provide education services to the LEA’s students.

B13. The LEA has a contract with a vendor to provide transportation services to its special education students. For purposes of computing the $25,000 cap, should the contract be broken out into a per student amount, or considered in whole?

If there is one agreement, then it is considered in whole, regardless of the number of students served, even if the contract amount is based on an amount charged per student.  

B14. Is a contract renewal considered part of the original contract or a new contract, subject to a new $25,000 cap?

LEAs should use their judgment in determining whether a new contract exists. Generally, if a new signature is required or a new contract number is assigned, that may be considered a new contract. By contrast, carryover of contract funds to a subsequent year would not be considered a new contract.

B15. The school districts within a County contribute to a legal consortium. The legal bills are paid to an outside service provider. Are the contributions made by each district considered a subagreement for services, subject to the $25,000 cap?

Per the definition of object code 5100, central administrative services are generally excluded from the definition of subagreements. Therefore, the entire contribution should be charged to object code 5800. 

B16. Will there be an effect on special education maintenance of effort (SEMOE) because of the reduced amount of indirect costs charged due to NPS contract expenditures coded to object code 5100?

The consequences of reduced indirect cost charges to the special education program on SEMOE is no different than when an LEA's indirect cost rate is reduced in a subsequent year, which also results in reduced indirect cost charges to the special education program. 

B17. Will the Attachment B Addendum subagreement data that I submitted to the State in February 2007 change my SACS 2005/06 Unaudited Actuals data?

CDE will not change 2005/06 general ledger data to reflect the subagreement information; rather it will use it to manually adjust (reduce) the base costs in the indirect cost rate calculation (Form ICR). In general, reducing the base costs will increase the new indirect cost rate.

Note: It is projected that CDE will distribute the 2005/06 revised indirect cost rates based on the Addendum data toward the end of March 2007. Due to time constraints, they were not available for inclusion in this document. 

B18. What should I do about subagreements in 2006/07?

Object code 5100 will not be included in the SACS software until 2007/08. For 2006/07, you will again have to manually provide CDE with the dollar amounts for your subagreements, but rather than having to submit the data separately to the State there will be a line included on the 2006/07 SACS Form ICR that allows you to enter it right on the form.

EMPLOYMENT SEPARATION COSTS

B19. What are employment separation costs?

Employment separation costs occur when an employee separates from service (e.g., retires or terminates), and are in addition to the employee’s regular salary and benefits for the final pay period. These costs are categorized as “normal” or “abnormal or mass” costs.

B20. What are “normal” employment separation costs?

“Normal” employment separation costs include pay for accumulated unused leave or severance pay offered pursuant to LEA policy. Normal separation costs cannot be charged directly to Federal programs. California’s indirect cost plan allows for normal separation costs that would have been charged to a restricted resource to be included in the LEA’s indirect cost pool (numerator). These costs are manually identified in Form ICR.

B21. What are “abnormal or mass” employment separation costs?

“Abnormal or mass” employment separation costs include early retirement incentives such as a golden handshake or a contract buyout. Abnormal separation costs cannot be charged as either direct or indirect costs to Federal programs.  These costs may be charged to the same goal and function, and possibly the same object code as the employee’s regular salary, but they must be charged to an unrestricted resource. Any costs in function 7200 - General Administration, or function 7700 - Centralized Data Processing, must be manually identified in Form ICR and excluded from the indirect cost pool (numerator).

LEGAL COSTS

B22. Our district has retained legal counsel to assist the school board and superintendent in developing agencywide policies. How should this cost be charged?

Costs for legal counsel working on agencywide policies, or specifically representing the school board or superintendent, should be charged to function 7100 - Board and Superintendent.

B23. Our district has retained legal counsel for reprentation in a personnel issue. How should this cost be charged?

Costs for legal counsel related to specific business office, purchasing, or personnel matters should be charged to function 7200 - Other General Administration.

B24. Our district contracted with a law firm for representation in a special education due process case. Can this cost be directly charged to the special education program?

Yes. New CDE guidance allows certain legal costs to be charged to the function that necessitates or benefits from the legal activity. In this case, the cost was directly related to special education instruction, and should be charged to function 2XXX - Instruction Related Services. Additionally, it should be charged to resource 6500 - Special Education and goal 5XXX - Special Education.

EXTERNAL FINANCIAL AUDITS

B25. I understand that CDE added new function codes for external financial audits. What are they and how do I know which one to use?

CDE added two new functions for external financial audit. They are function 7190 - External Financial Audit/Single Audit and function 7191 - External Financial Audit/Other. Use function 7190 if your LEA expends more than $500,000 in Federal funds. Function 7190 costs are included in the indirect cost pool (numerator). Use function 7191 if your LEA expends less than $500,000 in Federal funds. Function 7191 costs are included in the indirect cost base (denominator).

PLANT SERVICES COSTS

B26. Why are plant salaries now added to the base? This lowers my district’s indirect cost rate.

To ensure that LEAs use a standardized method of attributing facility costs associated with the general administrative office, CDE changed the percentage ratio of space utilized by administration (classroom unit) to a percentage ratio of administrative salaries and benefits. This eliminates the need for the LEA to annually input data in the SACs software to calculate the space utilized by various activities. The administrative percentage ratio will automatically be calculated for use in Form ICR.
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November 7, 2005

Dear County and District Chief Business Officials and Charter School Administrators:

INDIRECT COST PLAN FOR LOCAL EDUCATIONAL AGENCIES

We are pleased to announce that the United States Department of Education (ED) has approved an updated indirect cost allocation plan for California, which governs the methodology for determining indirect cost rates for California local educational agencies (LEAs). This is the result of the expiration of California's previous plan and negotiations for the new plan between ED and the California Department of Education (CDE). The new plan has as its basis California's previous indirect cost plan and again establishes the CDE as the cognizant agency for LEA indirect cost rates.

Type of Rate

The type of indirect cost rate remains consistent with our previous plan and is a fixed with-carry-forward restricted rate. The indirect cost rate is computed and "fixed" for a specific period on the basis of an estimate of that period's level of operations. Once the actual costs of that period are known, the difference between the estimated and actual indirect costs is "carried forward" as an adjustment to the new calculation. This puts any adjustments to the rate in a future period and allows LEAs to avoid having to file amended federal reports when actual indirect costs vary from estimated indirect costs. 

The rate is "restricted" in accordance with Education Department General Administrative Regulations (EDGAR), Parts 75 and 76 of Title 34 of the Code of Federal Regulations, and is valid for both state and federal programs, including federal grant programs that have a statutory requirement prohibiting the use of federal funds to supplant nonfederal funds.

Approval and Use of the Rate

Consistent with past practice, all school districts and county offices of education, and those joint powers agencies (JPAs) that request it, will annually be assigned an indirect cost rate based on their unaudited actual data submission. Once approved by the CDE, the rate will be used to recover indirect costs in the second subsequent fiscal year. For example, the following is a time line of how 2004-05 data produces rates for use with 2006-07 programs: 

· LEAs submit 2004-05 unaudited actual data to the CDE by October 15, 2005. 

· The CDE reviews the data and releases the approved rates in early 2006. 

· The rates are used to budget and recover indirect costs for 2006-07. 

Changes to the Rate Calculation

To ensure California's compliance with federal indirect cost guidelines, certain changes were incorporated into the new plan. These changes, which are outlined below, will be effective with the 2005-06 unaudited actual data and are based on guidance in the federal Office of Management and Budget Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments:
· Expenditures for capitalized equipment, specifically objects 6400 and 6500, will be excluded entirely from the indirect cost rate calculation. For purposes of the indirect cost process, these costs are considered one-time or distorting in nature.

· The Foundation Special Revenue Fund (Fund 19) and the Foundation Permanent Fund (Fund 57) will be added to the indirect cost rate calculation. These funds are used to account for LEA resources received from gifts or bequests that may be used for purposes that support the LEA's program(s). 

Analysis shows that removing capitalized equipment and adding the "Foundation" funds to the indirect cost rate calculation should have a relatively minor effect on the indirect cost rate for most LEAs.

Charter Schools

New to this plan, all charter schools will annually be assigned an indirect cost rate based on one of the following criteria:

· A charter school whose data is included as an integral part of its approving LEA's indirect cost data is eligible to use the LEA's indirect cost rate. Currently, this means that a charter school with unaudited actual data reported in its approving LEA's general fund (Fund 01) is eligible to use the LEA's indirect cost rate. 

· Starting with 2005-06 unaudited actual data, which will establish indirect cost rates for use with 2007-08 programs, a charter school that files the Standardized Account Code Structure (SACS) General Fund (Fund 01) unaudited actual data separate from its approving LEA's data (i.e., the charter school files SACS data under its own county-district-school code) will be assigned a rate based on its own charter school data. The rate calculation will be done on SACS Form ICR, similar to how it is done for other LEAs.

· All other charter schools with unaudited actual data not covered by either of the above two bullets will be assigned an indirect cost rate that represents a statewide average restricted indirect cost rate. (Over the last five years this rate has been between 4.75 percent and 5.75 percent.) 

Also, as part of the new plan it is anticipated that the Charter Schools Special Revenue Fund (Fund 09) and the Charter Schools Enterprise Fund (Fund 62) will be added, as appropriate, to the indirect cost rate calculation. Further information will be forthcoming and any changes made in regards to adding funds 09 and 62 to the indirect cost rate calculation will be effective with 2006-07 data or later.

Rates for Non-LEAs

New to this plan, for indirect cost purposes the CDE may assign an indirect cost rate to a non-LEA that receives funding from the CDE, as long as the non-LEA receives little or no funding directly from any federal agency. (A non-LEA that receives funding directly from a federal agency would apply to that agency for a rate.) Examples of non-LEAs covered by this new plan are private schools, consortia, not-for-profit entities (other than charter schools), and other public or private organizations. 

Non-LEAs requesting a rate from the CDE will be assigned a rate that represents a statewide average restricted indirect cost rate. (As mentioned previously, over the last five years this rate has been between 4.75 percent and 5.75 percent.) This option will be used on a case-by-case basis and is subject to the CDE's approval.

Memorandum of Understanding

During plan negotiations between ED and the CDE, a number of specific accounting issues were discussed, including how to account for paid unused leave for retiring or terminating employees, post retirement heath benefits, subaward accounting, and the monitoring of time distribution policies and substitute systems for time accounting. At the request of ED, these issues were addressed in a separate Memorandum of Understanding (MOU) on California's indirect cost methodology. The CDE is currently preparing guidelines for the implementation of the MOU and will issue another letter as soon as they are finalized. It is anticipated that the implementation guidelines, which will be in the form of updated procedures for the California School Accounting Manual (CSAM), will be effective with 2006-07 data or later. 

Other Indirect Cost Issues

During preparation of the indirect cost plan and MOU, both CDE and LEA staff raised numerous questions about the indirect cost process. While the majority of the issues were resolved and included in the indirect cost plan and MOU, CDE continues to research issues, such as possibly expanding object codes to provide more detailed indirect cost information and using a basis other than the classroom unit allocation factor to determine the administrative portion of maintenance and operations in the indirect cost rate calculation. We will keep you informed of these other issues, and anticipate any associated changes will be effective with 2006-07 data or later.

Additional Information

For additional information about the indirect cost rate calculation, or the more general indirect cost process, please refer to Procedure 915, Indirect Cost Rate, of the 2005 edition of CSAM, which can be accessed on the CDE's Web site at http://www.cde.ca.gov/fg/ac/sa/. Also available on the Web at http://www.cde.ca.gov/fg/ac/ic/ is an indirect cost Frequently Asked Questions (FAQ) document and the latest listings of approved indirect cost rates.

If you have questions or need assistance with the new indirect cost plan, please contact the Office of Financial Accountability and Information Services at (916) 322-1770 or by e-mail at sacsinfo@cde.ca.gov.

Sincerely,




Scott Hannan, Director
School Fiscal Services Division
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December 15, 2006

Dear County and District Chief Business Officials and Charter School Administrators: 

INDIRECT COST AND ACCOUNTING CHANGES EFFECTIVE BEGINNING 2007-08 

This letter is a follow up to our letter dated November 7, 2005, titled "Indirect Cost Plan for Local Educational Agencies," in which we announced that the California Department of Education (CDE) had renegotiated an indirect cost plan with the United States Department of Education (ED) and had entered into a Memorandum of Understanding (MOU) to commit to writing some indirect cost and related issues that ED was specifically interested in addressing. That November 7 letter can be found on the internet at http://www.cde.ca.gov/fg/ac/ic.

The CDE has completed its review of the pending indirect cost issues discussed in the previous letter and we are now ready to share the resolution of those issues and the resulting changes to our guidance. All changes referenced in this letter will be effective beginning with fiscal year 2007-08, which will produce indirect cost rates for use in fiscal year 2009-10. 

BACKGROUND

The CDE periodically renegotiates an indirect cost plan with the federal government. This plan is the basis by which California kindergarten through grade twelve (K-12) local educational agencies (LEAs) are allowed to charge indirect costs to federal and state programs. 

The primary cost principles which guide the indirect cost plan are found in the Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments. This circular establishes principles and standards for determining costs for federal awards carried out through grants, cost reimbursement contracts, and other agreements with state and local governments and federally recognized Indian tribal governments. OMB Circular A-87 provides guidance as to what types of costs are allowable charges to federal programs, and whether these costs are allowable as direct charges or as indirect charges. 

Other guidance used in the development of the indirect cost plan and MOU is found in a variety of federally recognized sources, including: 

· 34 CFR. Education Department General Administrative Regulations (EDGAR), Parts 75 and 76, of Title 34 of the Code of Federal Regulations (CFR). California's indirect cost rates are calculated in accordance with 34 CFR Parts 75 and 76.


· ASMB C-10. Department of Health and Human Services (DHHS), ASMB C-10, Cost Principles and Procedures for Developing Cost Allocation Plans and Indirect Cost Rates for Agreements with the Federal Governments. 

Changes related to the topics in this letter will be incorporated into the 2007 edition of the California School Accounting Manual (CSAM) which will go to the State Board of Education for approval in January, 2007. After approval, the manual will be available on the CDE Web site at http://www.cde.ca.gov/fg/ac/sa.

SUBAGREEMENTS FOR SERVICES

Subagreements for services (which include subawards) are indicated when a part or all of an instructional or support activity for which the LEA is responsible is conducted by a third party rather than by the LEA. The LEA's responsibility for the activity may originate from any grant, award, or entitlement. It is necessary to track subagreements separately from other agreements for reasons directly related to the indirect cost process.

Federal cost principles require that subagreements be excluded from the indirect cost rate calculation and from eligible program costs on which indirect costs are charged. The rationale for this is to prevent indirect costs from being charged twice against the same program expenditures, once by the original grant recipient and again by the subrecipient. Additional rationale for this approach is that subcontracted expenditures generally do not generate or benefit from indirect costs to the same extent as other expenditures. 

To facilitate the accounting for this new requirement, the CDE has created Object 5100, Subagreements for Services. (See Attachment A for the definition of Object 5100.) Costs in Object 5100 will be excluded from the indirect cost calculation and must also be excluded from the costs on which indirect costs are charged.

In recognition that subagreements do require some level of administrative services, federal guidelines provide that up to $25,000 of each subagreement may be included in the indirect cost calculation and may be included in the costs on which indirect costs are charged. This is accomplished by charging up to $25,000 per subagreement to Object 5800, Professional/Consulting Services and Operating Expenditures.

Because of the timing and interaction between the rate calculated based on 2005-06 data and the 2007-08 expenditures to which that rate will be applied, it may be necessary to adjust some LEAs' 2007-08 rates before CDE approves them. Typically, this adjustment will increase the rate and will correct for the potential under-recovery of indirect costs in 2007-08 if subagreement expenditures were included in the calculation of the rate but excluded from the eligible expenditures to which that rate could be applied. 

Therefore, if your LEA had material expenditures for subagreements in 2005-06 you should submit Attachment B, Addendum to 2005-06 Unaudited Actual Data, Subagreements for Services (see attached), to your county office of education by January 19, 2007. The form must then be forwarded by the county office to the CDE by January 31, 2007. CDE will review the data and modify the indirect cost calculations prior to approving and publishing the indirect cost rates to be used in fiscal year 2007-08.

EMPLOYMENT SEPARATION COSTS

When an employee separates from service (e.g., retires or terminates), the LEA may incur costs associated with the separation in addition to the employee's regular salary and benefits for the final pay period. These additional separation costs can be categorized either as "normal" or "abnormal or mass" costs. 

Normal Separation Costs

Examples of normal separation costs include pay for accumulated unused leave or severance pay offered pursuant to the LEA’s policy. Federal guidelines prohibit charging normal separation costs directly to a federal program. State programs may have similar restrictions. Consequently, in these cases an unrestricted resource must be used. Federal guidelines and California's indirect cost plan allow for these normal separation costs that would have been charged to a restricted resource to be included in the LEA's indirect cost pool. LEAs that choose to do this will have the opportunity to manually identify and enter the costs in the indirect cost rate work sheet. 

Abnormal or Mass Separation Costs

Examples of abnormal separation costs include early retirement incentives such as a golden handshake or a contract buyout. Abnormal or mass separation costs may not be charged to a federal program as either direct or indirect costs. State programs may have similar restrictions. In these cases, an unrestricted resource must be used. Because these costs are unallowable charges to federal programs, any such costs in Function 7200, General Administration, or Function 7700, Centralized Data Processing, must be manually identified in the indirect cost rate work sheet and deleted from the indirect cost pool.

LEGAL, EXTERNAL FINANCIAL AUDIT, AND STAFF RELATIONS AND NEGOTIATIONS

During negotiations with ED, as well as in separate discussions with the National Center for Education Statistics (NCES) to whom we report LEA financial data, CDE discussed the appropriate coding of legal, audit, and negotiations costs and the allowability of those costs to federal programs. As a result of those discussions, the CDE is now able to provide more specific guidance relating to these costs.

Legal Costs

Our discussions with ED have confirmed that, consistent with past practice, in cases where legal counsel is working on agencywide policies or is specifically representing the board or superintendent, those costs should be charged to Function 7100, Board and Superintendent. However, new guidance now allows that certain other legal costs may be charged to the function that necessitates or benefits from the legal activity. For example, legal costs necessitated by a specific program may be charged to Function 2100, Instructional Administration; legal costs related to specific business-office, purchasing or personnel matters may be charged to Function 7200, Other General Administration; and legal costs related to facilities acquisition and construction may be charged to Function 8700. 

External Financial Audit

NCES requires that external audit costs be reported as an activity of the board, which by definition would exclude them from the indirect cost pool. However, this differs from the accounting treatment permitted by OMB Circular A-87, which allows that costs incurred for audits required and conducted in accordance with OMB Circular A-133, the Single Audit Act, may be charged indirectly to federal programs. Conversely, OMB Circular A-133 prohibits costs of the external audit to be charged to federal programs when a single audit is not required or conducted. 

Accordingly, the CDE has added two new function codes for external financial audits, one for the single audit conducted pursuant to OMB Circular A-133 for LEAs that expend more than $500,000 in federal funds (Function 7190, External Financial Audit—Single Audit), and one for an external financial audit for LEAs that expend less than $500,000 in federal funds and for whom a single audit is not required (Function 7191, External Financial Audit—Other). Function 7190 will be added to the indirect cost pool and Function 7191 will remain part of the base.

Staff Relations and Negotiations 

Incremental costs of activities concerned with staff relations systemwide and the responsibilities for contractual negotiations with both instructional and noninstructional personnel can generally be charged indirectly to federal programs. Accordingly, the CDE has added an optional new code (Function 7120, Staff Relations and Negotiations) and any costs charged to this function with an unrestricted resource will be included in the indirect cost pool. 

ADDING FUND 09 AND FUND 62 TO THE INDIRECT COST RATE CALCULATION

In general terms, an indirect cost rate is the ratio of total indirect costs to total direct costs. While indirect costs are usually limited to the General Fund, direct costs are typically recorded in both the general fund and in certain other funds. Federal indirect cost guidelines require that the indirect cost rate calculation include all funds that have activities that would reasonably benefit from the services performed by the general administrative offices.

Under the previous indirect cost plan, the indirect cost rate calculation included the following funds: General/County School Service (Fund 01), Adult Education (Fund 11), Child Development (Fund 12), Cafeteria Special Revenue (Fund 13), and Cafeteria Enterprise (Fund 61). Pursuant to the new plan, the Foundation Special Revenue Fund (Fund 19) and the Foundation Permanent Fund (Fund 57) were added to the indirect cost calculation in fiscal year 2005-06.

The Charter Schools Special Revenue Fund (Fund 09) and the Charter Schools Enterprise Fund (Fund 62) will be added to the indirect cost rate calculation beginning with the 2007-08 unaudited actual data. This means that for those school districts and county offices of education that include charter school data in Fund 09 or Fund 62 of their unaudited actual submissions, the charter school’s data will be included in the calculation of the LEA's indirect cost rate. If a charter school reports its data to CDE separately under its own county-district-school (CDS) code, it will receive its own separate indirect cost rate. Charter schools using the alternative form will continue to receive a statewide average indirect cost rate.

For school districts or county offices that include charter data in their submissions, we recommend that you reevaluate whether the charter school should be part of your LEA’s reporting entity. Among other things, the inclusion of the charter school’s data will affect your indirect cost rate. You may want to discuss this with your auditor.

METHODOLOGY FOR CALCULATING THE ADMINISTRATIVE PORTION OF PLANT SERVICE COSTS

To provide for consistency in reporting, and to allow for further automation of the indirect cost process, ED has agreed to allow the percentage of administrative salaries and benefits rather than the percentage of administrative classroom units (CUs) to be used as the basis for determining the portion of plant services costs to include in the indirect cost pool. Because there is a correlation between administrative salaries and administrative space usage, for many LEAs the results will be similar by either method. 

For those LEAs that contract for administrative services rather than employ personnel in these positions, the CDE will allow a manual adjustment to the indirect cost worksheet so that these costs are included in the calculation.

OTHER TECHNICAL CHANGES

· To ensure consistency and compliance with federal cost principles, when calculating the percentage of administrative salaries and benefits, salaries and benefits relating to Plant Services will now be categorized as "other" costs (rather than administrative) and salaries and benefits relating to Instruction-Related Services and Pupil Services will be added to the base costs (previously they were mostly excluded). Further, to prevent the potential double-charging of costs, Facilities Rents and Leases paid with a restricted resource will be excluded from the pool of facility costs split between indirect and base costs; these costs will instead be automatically assigned to the base.

· The CDE has identified three circumstances where costs charged to the general administration function typically have a specific funding source. These are Nonagency (Goals 7110 and 7150); County Services to School Districts (Goal 8600); and resource-specific indirect costs (e.g., CSIS, Resource 6020, and Teacher Recruitment, Resource 6255). In the indirect cost rate calculation, County Services to School Districts are already correctly recorded as base costs rather than indirect costs. For the nonagency goals and resource-specific indirect costs, since the services are paid for by a particular funding source, they will be removed from the pool of indirect costs and instead be put in the base.

The net result of this change will be to include only costs in Resources 0000-1999, Unrestricted, and Goals 0000 and 9000, Undistributed, in the pool of indirect costs. (Note: There may be exceptions to this for LEAs that are funded by a single restricted resource, such as some joint powers agencies.)

· Costs in Function 6000, Enterprise, have been treated inconsistently in the indirect cost rate calculation in that enterprise costs in Fund 01 have been excluded from the calculation but enterprise costs in other funds (11, 12, 13, and 61) have been included. Since it is reasonable to assume that enterprise activities benefit from the services provided by general administrative activities (e.g., fiscal services, personnel/human resources, centralized data processing), then it is correct that they be included in the base. Therefore, Function 6000 costs for the other funds will remain in the base and the indirect cost rate calculation will be updated to include Function 6000 costs with Fund 01. (Note: If an enterprise activity is significant and is entirely self-supporting, the activity should normally be accounted for in Fund 63, Enterprise, which will exclude it from the calculation.) 

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS

As a result of significant research and negotiation with ED, and also as a result of the new Governmental Accounting Standards Board (GASB) Statement 45 regarding postemployment benefits other than pensions (OPEB), the CDE has developed new guidance on the allowability and proper accounting for OPEB costs. Because there are no changes to the indirect cost process due to OPEB, and because OPEB is a separate and complex topic, the CDE will be sending a separate detailed letter soon that will provide explicit explanation and guidance on this subject.

CARRY-FORWARD ADJUSTMENT

Both CDE and ED recognize that the changes outlined in this letter may have a noticeable effect on an LEA's distribution of costs between the indirect cost pool and base costs. Given this, application of the carry-forward adjustment, which involves amounts calculated prior to implementation of our new indirect cost plan, may be inappropriate during the transition to the revised calculation. CDE and ED are negotiating an alternative to the regular application of the carry-forward adjustment to use during the transition; you will be notified when a resolution has been agreed upon.

If you have any questions or need assistance with the accounting guidance in this letter, please contact the Office of Financial Accountability and Information Services at (916) 322-1770 or by e-mail at sacsinfo@cde.ca.gov.

Sincerely,
Scott Hannan, Director
School Fiscal Services Division 
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December 15, 2006

Attachment A to Letter:

Indirect Cost and Accounting Changes Effective Beginning 2007-08

CALIFORNIA SCHOOL ACCOUNTING MANUAL (CSAM) DEFINITION 
OBJECT 5100, SUBAGREEMENT FOR SERVICES 

Record expenditures for subagreements and subawards pursuant to certain contracts, subcontracts, and subgrants. Subagreements are indicated when a part or all of an instructional or support activity for which the local educational agency (LEA) is responsible is conducted by a third party rather than by the LEA. (See CSAM page 910-2, Categories of Costs, for definitions of instructional and support activities.) The LEA's responsibility for the activity may originate from any grant, award, or entitlement.

Some examples of subagreements include contracts with a third party to provide services required by a grant, such as the emergency services required by an Emergency Response Safety Grant; contracts with other entities to provide Home-to-School Transportation for the LEA’s students; contracts with nonpublic schools for services to the LEA’s special education students; and contracts between charter schools and management companies to provide instruction to the charter school’s students. 

Subagreements typically include those cooperative projects and pass-through grants in which LEAs have both administrative and direct financial involvement. Subagreements exclude pass-through grants in which LEAs have administrative involvement only. (Refer to CSAM Procedure 750, Pass-through Grants and Cooperative Projects.)

Subagreements generally exclude contracts for central administrative services. (See CSAM page 910-2, Categories of Costs, for a definition of central administration.)

Subagreements exclude routine purchases of standard commercial goods or services from a vendor. (Refer to Object 5800, Professional/Consulting Services and Operating Expenditures.)

When distinguishing between a subagreement and a routine purchase from a vendor, the substance of the transaction is more important than the form. For example, a contract with a vendor to provide home-to-school transportation to the LEA’s students would be a subagreement, but a contract with the same vendor to rent buses for the LEA to transport its own students would be a routine purchase from a vendor. The form of the written agreements might be identical in that they might both be contracts with a transportation vendor, yet the substance of the transactions is different.

For purposes of indirect costs, subagreements must be excluded from the calculation of the indirect cost rate, except that up to $25,000 of an individual subagreement may be coded to Object 5800, Professional/Consulting Services and Operating Expenditures and included in the calculation of the rate. Indirect costs may not be assessed on subagreement expenditures. (Refer to Procedure 915, Indirect Cost Rate.) The $25,000 limit per subagreement applies for the duration of the subagreement.

December 15, 2006

Attachment B to Letter:

Indirect Cost and Accounting Changes Effective Beginning 2007-08

ADDENDUM TO 2005-06 UNAUDITED ACTUAL DATA

SUBAGREEMENTS FOR SERVICES

To correct for the potential under-recovery of indirect costs in 2007-08, before the California Department of Education (CDE) approves the 2007-08 indirect cost rates, which are based on the 2005-06 Standardized Account Code Structure (SACS) Form ICR data, it will be necessary to identify material amounts in the 2005-06 data that should be categorized as subagreements so that they can be manually removed from the 2005-06 SACS Form ICR base costs.

Since 2005-06 unaudited actual data has already been submitted to the CDE, we are requesting that you submit this addendum if your local educational agency (LEA) had material subagreement costs in 2005-06. Please complete this form and return it to your reviewing agency by January 19, 2007.

2005-06 LEA Subagreement information:

	A. Amount of 2005-06 instructional and support costs

charged to Object 5800 that fit the definition of Object 5100, Subagreements for Services. (See the California School Accounting Manual, page 910-2.) Note: Exclude the first $25,000 of each subagreement from this amount. 
	$___________

	B. Approximate number of agreements included in line A (for

reference only).
	____________



LEA Name:
____________________________________


CDS Code:
____________________________________


Person Submitting Data:
____________________________________


Title:
____________________________________


Telephone:
____________________________________


Signature:
____________________________________

Reviewing agency contact information:


Staff Name:
____________________________________


Telephone:
____________________________________


E-mail Address:
____________________________________

Reviewing Agencies: Please verify the information provided and return this form by January 31, 2007, to the CDE, Office of Financial Accountability and Information Services, fax number (916) 324-7141. Address questions to CDE at (916) 322-1770, or sacsinfo@cde.ca.gov.
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ESTIMATED IMPACT OF CHANGE ON INDIRECT RATE

SAMPLE WORKSHEET USING 2005/06 DATA
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Maintenance & Operations

$5,240,447

7.06%

$369,976

$4,870,471

 Total Cost 

 Classroom 

Unit Pct. 

 Base Portion 

(Denominator) 

 Indirect Cost Pool 

Portion (Numerator) 



ESTIMATED IMPACT OF CHANGE ON INDIRECT RATE

BLANK WORKSHEET
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District Total Salaries & Benefits

$45,190,414

M&O Salaries & Benefits

$3,035,444

Pct. Of District Total

6.72%

Maintenance & Operations

$5,240,447

6.72%

$352,158

$4,888,289

Change from Current Methodology

-$17,818

$17,818

 Total Cost 

 Maint. & Op. 

Pct. 

 Indirect Cost Pool 

Portion (Numerator) 

 Base Portion 

(Denominator) 


APPENDIX D
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IMPORTANT:

The document contained in this appendix is the DRAFT CSAM Procedure 915. It was approved by the State Board of Education in January 2007, but has not been officially published by CDE. The final version may change from the draft. The draft document was provided courtesy of CDE, School Fiscal Services Division.

	Procedure 915
Indirect Cost Rate


Costs of an LEA can be categorized as direct or indirect. A cost's related activity (e.g., instruction, school administration, pupil transportation, fiscal services) rather than its type (e.g., salaries, benefits, books, supplies) is what determines if it is a direct or indirect cost. Although direct costs can be identified with a particular instruction or instruction-related grant, contract, or function (activity), indirect costs are more global in nature.
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Description

Formula

Amount

Grant Amount

$10,000.00

Indirect Cost Rate plus 1

1.08

1XXX to 5XXX Budget

grant amount divided by indirect rate

$9,259.26

Indirect Cost Budget

grant amount minus 1XXX to 5XXX budget

$740.74

Proof:

1XXX-5XXX Budget

$9,259.26

Indirect Cost Rate

8%

Indirect Cost Budget

1XXX to 5XXX budget times indirect cost rate

$740.74

Grant Amount

1XXX to 5XXX budget plus indirect cost budget

$10,000.00

Indirect costs are those costs of general management that are agencywide. General management costs consist of expenditures for administrative activities necessary for the general operation of the LEA (e.g., accounting, budgeting, payroll preparation, personnel management, purchasing, centralized data processing). The standardized method for distributing these indirect costs to programs is referred to as the indirect cost rate. 

The indirect cost rate process in California is based on the California Department of Education's (CDE's) federally approved indirect cost plan for K–12 local educational agencies (LEAs), which include school districts, joint powers agencies, county offices of education, and charter schools. California's plan includes specifics on indirect cost components, including indirect costs, base costs, and the carry-forward adjustment.

The United States Department of Education has approved the fixed-with-carry‑forward restricted rate methodology for calculating indirect cost rates for California LEAs. CDE has been delegated authority to calculate and approve indirect cost rates annually for LEAs. The approved indirect cost rate provides LEAs with a standardized way to recover indirect costs from federal and state programs without having to time-account for the general administrative support provided to each program.

Components of the Indirect Cost Rate Calculation

In simple terms, an indirect cost rate is determined by dividing an agency's indirect costs by the majority of its other expenditures, or base costs. However, the realities of the calculation are much more complex. Compliance with federal indirect cost guidelines requires that specific rules must be followed when categorizing expenditures as indirect or base costs. Fortunately for California, the majority of these rules are built into the function code within the standardized account code structure.

An LEA's general ledger data, in combination with a minimal amount of supplemental data, are used to categorize the LEA's expenditures as indirect costs, base costs, or excluded costs. The indirect costs become the numerator of the calculation, and the base costs are the denominator. Certain costs, such as debt service and facility construction, are excluded entirely from the calculation.

Numerator of the Calculation
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Description

Formula

Amount

Grant Expenditures

$8,000.00

Capital Outlay Expenditures

$786.00

Expenditures for Indirect Cost

grant expenditures minus capital outlay

$7,214.00

Indirect Cost Rate

8%

Indirect Cost to be Charged

expenditures for indirect times indirect cost rate

$577.12

The numerator of the indirect cost rate calculation—the indirect cost pool—is the cornerstone of the calculation. Costs in the pool come from the general fund and the charter school special revenue and/or charter school enterprise fund. There are three components to the numerator: indirect costs, general administration's share of certain plant services costs (e.g., maintenance and operations, facilities rents and leases), and the carry‑forward adjustment.

Indirect costs consist of agencywide expenditures for general management administrative) activities that are not readily identifiable with a particular program but are necessary for the overall operation of the LEA (e.g., accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, centralized data processing). Note: Pursuant to federal guidelines, most of the costs of the school board and superintendent are excluded from indirect costs and are instead categorized as base costs.

Certain plant services costs (e.g., heating, lighting, custodial services) are also included in the indirect cost pool but only the portion applicable to the general administrative offices. (See "Supplemental Data" on page 915-3 for further information on determining the administrative portion of plant services costs.) 

The carry-forward adjustment is an after-the-fact correction for the difference between the indirect cost rate approved for use in a given year and the actual percentage (amount) of indirect costs incurred in that year. The carry-forward adjustment eliminates the need for LEAs to file amended federal reports when their actual indirect costs vary from estimated indirect costs. (See "Calculating the Rate" beginning on page 915‑4 for an example that illustrates the use of the carry-forward adjustment.)

Denominator of the Calculation

Once indirect costs have been identified, base costs are almost all of the remaining general fund costs of the LEA except for a few costs that are excluded entirely from the calculation. Examples of costs included in the base are those for instructional salaries and benefits, program supplies, contracts for instructional and support services, most board and superintendent services, and the majority of plant maintenance and operations and facilities rents and leases. Examples of costs excluded from the base are subagreements for services, debt service, facility construction, and capitalized equipment.

Besides costs of the general fund, base costs include similar expenditures from five special revenue funds (charter schools, adult education, cafeteria, child development, and foundation), the foundation permanent fund, and two enterprise funds (charter schools and cafeteria) because the activities in these funds generally benefit on an ongoing basis from the services provided by the LEA's general administrative offices. Other governmental funds (e.g., deferred maintenance, capital facilities), proprietary funds other than cafeteria, and fiduciary funds fall under the category of "excluded" costs and are not part of the base costs.

Supplemental Data
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Section A Indirect Costs (Form ICR line 7)

$925,000

Section B Base Costs (Form ICR line 14)

$17,750,000

Calculated Indirect Rate (Form ICR Section D)

5.21%

2005/06 Object Code 5800 Subagreements

Subagreement 

Description

Subagreement 

Total

Maximum 

Deduction (up to 

$25,000 each)

Balance excluded 

from Indirect Cost 

and subtracted from 

Base

Special Ed. Transportation

$550,000

$25,000

$525,000

Nonpublic School (NPS)

$22,500

$0

$22,500

Subagreement Total

$572,500

$25,000

$547,500

Estimated Revised Indirect Cost Rate

Section A Costs from above

$925,000

Section B Costs from above

$17,750,000

minus Subagreement Total from above

-$547,500

equals Revised Section B Costs

$17,202,500

5.38%

0.17%

3.26%

Projected Impact on Indirect Charged/Collected

Indirect Charged in FY 2005/06

$242,500

Percentage Change in Rate from above

3.26%

Projected Change in Indirect Charged/Collected

$7,906

Calculation of the Estimated Impact on the 2005/06 Indirect Cost 

Rate Due to the Change in Treatment of Subagreements

Estimated Revised Indirect Cost Rate

 (Section A Costs 

divided by Revised Section B Costs)

Change in Rate 

(Estimated Revised Indirect Cost Rate minus Calculated 

Indirect Cost Rate)

Percentage Change in Rate 

(Change in Rate divided by Calculated Indirect 

Cost Rate)

In certain circumstances a minimal amount of supplemental data may be necessary to capture all indirect costs and fully comply with federal indirect cost guidelines.

Percent of administrative salaries and benefits. To ensure that LEAs use a standardized method of attributing facility costs associated with the general administrative offices, a "percent of administrative salaries and benefits" is used in the indirect cost rate calculation. This ratio of salaries and benefits for administration is used as proxy for the ratio of space utilized by administration, which spares LEAs the necessity of annually calculating the space utilized by various activities.

When the ratio is calculated, an adjustment may be required in those occasional circumstances where costs for administrative salaries and benefits are understated because certain administrative services, although performed on site, are provided by contract rather than by the LEA's own employees. If this occurs, LEAs may provide supplemental data to adjust the ratio for costs relating to such services.

The ratio of administrative salaries and benefits to other salaries and benefits is then multiplied by the costs of plant maintenance and operations and facilities rents and leases to assign to the indirect cost pool an "administrative offices" share of these facility costs.

Employment separation costs. Some costs relating to employees’ separation from service may have restrictions on how they can be charged (see Procedure 655, Employment Separation Costs).

"Normal" separation costs are unallowable as direct costs to federal programs and possibly to some state programs. If unallowable as direct costs, they are allowable as indirect costs. Normal separation costs that are unallowable as direct costs to a restricted program are charged to the same goal, function, and object as the employee's regular salary, but they are charged to an unrestricted resource. The LEA may then provide supplemental data to include these costs in the indirect cost pool. 

"Abnormal or mass" separation costs, such as retirement incentives or contract buyouts, are unallowable either as direct costs or indirect costs to federal programs and possibly to some state programs. Abnormal or mass separation costs that are unallowable as direct costs to a restricted program are charged to the same goal, function, and object as the employee’s regular salary, but they are charged to an unrestricted resource. Where an LEA has incurred abnormal or mass separation costs for employees charged to the indirect cost pool (Function 7200, Other General Administration, or Function 7700, Centralized Data Processing), the LEA must provide supplemental data to exclude these costs from the pool.

Calculating the Rate
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Section A Indirect Costs (Form ICR line 7)

Section B Base Costs (Form ICR line 14)

Calculated Indirect Rate (Form ICR Section D)

2005/06 Object Code 5800 Subagreements

Subagreement 

Description

Subagreement 

Total

Maximum 

Deduction (up to 

$25,000 each)

Balance excluded 

from Indirect Cost 

and subtracted from 

Base

Subagreement Total

Estimated Revised Indirect Cost Rate

Section A Costs from above

Section B Costs from above

minus Subagreement Total from above

equals Revised Section B Costs

Projected Impact on Indirect Charged/Collected

Indirect Charged in FY 2005/06

Percentage Change in Rate from above

Projected Change in Indirect Charged/Collected

Calculation of the Estimated Impact on the 2005/06 Indirect Cost 

Rate Due to the Change in Treatment of Subagreements

Estimated Revised Indirect Cost Rate

 (Section A Costs 

divided by Revised Section B Costs)

Change in Rate 

(Estimated Revised Indirect Cost Rate minus Calculated 

Indirect Cost Rate)

Percentage Change in Rate 

(Change in Rate divided by Calculated Indirect 

Cost Rate)

The actual calculation of the indirect cost rate includes components from both the current year plus the second prior year (two years before the current period). The rate based on these data will then be used in the second subsequent fiscal year (two years after the current period). This span of time is characteristic of the fixed-with-carry-forward type of rate calculation. 

The following example uses 2007-08 as the current reporting period and illustrates the fiscal years affected by the indirect cost rate calculation:

In 2007-08, indirect costs are charged to programs using an indirect cost rate that was calculated and approved based on 2005-06 data. Any difference between the indirect costs that theoretically could be charged to programs in 2007-08 based on this approved rate and the actual indirect costs incurred in that year (i.e., the theoretical over or under recovery of indirect costs) is called a carry-forward adjustment. Note: This adjustment compares what theoretically could be charged based on the approved rate, not what was actually charged.

Then, based on the actual indirect costs and base costs incurred in 2007-08 and the carry-forward adjustment, a new indirect cost rate will be calculated for use in 2009-10. 

An indirect cost rate work sheet (Form ICR) in CDE's year-end financial software automatically calculates LEA indirect cost information. (See page 915-10 for an excerpt from the work sheet.) The work sheet uses both general ledger data (for indirect and base costs) and supplemental "percent of administrative salaries and benefits" and "employment separation costs" data. These general ledger and supplemental data, along with certain second prior year indirect cost information, produce both the straight percentage of indirect costs (the indirect cost pool divided by base costs) and the fixed-with-carry-forward restricted indirect cost rate (the indirect cost pool, adjusted by the carry-forward calculation, then divided by base costs). 

Using the Rate

LEA indirect cost rates are submitted annually to CDE with the unaudited actual financial statements. The straight percentage of indirect costs is provided only for informational purposes and is not for use in recovering indirect costs from programs; the fixed-with-carry-forward restricted indirect cost rate is for use by LEAs to recover indirect costs on applicable federal and state programs. 

A multiyear list of indirect cost rates is posted online annually at http://www.cde.ca.gov/fg/ac/ic, usually in early spring. LEA indirect cost rates may be used, as appropriate, to budget, allocate, and recover indirect costs for federal programs, grants, and other assistance governed by the Office of Management and Budget (OMB) Circular A‑87, the Education Department General Administrative Regulations (EDGAR), and the Code of Federal Regulations (CFR), Title 34. The rates may also be used for state programs, subject to any restrictions that may govern the individual programs. 

Indirect Cost Rates for Individual Schools
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Individual schools may use an indirect cost rate not to exceed their school district's rate (or county office of education's rate, if applicable). An exception to this is charter schools, which have separate indirect cost rate guidelines. The Web site given earlier includes a list of rates for school districts and county offices of education that should be used by noncharter schools, together with a separate listing of charter school rates. 

General Guidelines for Claiming Indirect Costs

Although the specifics for charging indirect costs may vary by program, the following are general guidelines for using the indirect cost rate:

Budgeting. An estimate of indirect costs may be used for budgeting purposes, but the claiming of indirect costs must be done using the approved rate and actual program expenditures. If a program has a set award amount, it is important to budget indirect costs that fit within the award amount rather than add them to the award amount. To do this, and assuming that none of the award amount will be spent on costs that do not qualify for indirect costs, divide the award amount by 1.xx, where xx equals the decimal equivalent of the approved indirect cost rate, then subtract the result from the original award amount to arrive at the amount of budgeted indirect costs. For example, using 8 percent as the approved rate and $10,000 as the award amount, divide $10,000 by 1.08, equaling $9,259.26, and then subtract $9,259.26 from $10,000, equaling $740.74, which is the amount that may be budgeted for indirect costs ($9,259.26 + $740.74 = $10,000).

Amount of Indirect Costs to Charge. The maximum amount of indirect costs that may be charged in a year to an award is determined by multiplying the restricted indirect cost rate by the total direct costs of the award less any excluded costs, such as subagreements for services, capital outlay, other outgo, and other distorting or unallowable costs. In terms of SACS, this equates to totaling the program expenditures in objects 1000–5999, except 5100, and multiplying that total by the indirect cost rate approved for use with the program. Expenditures in objects 5100, 6000, and 7000 are excluded when indirect costs are calculated or claimed because they are generally one‑time expenditures or are distorting in nature.

LEAs have the option of charging less than the approved rate when recovering indirect costs. However, whether the approved rate or a lesser rate is used, the fixed-with-carry-forward adjustment is calculated using the LEA's approved rate.

Program Limitations on Charging Indirect Costs. The indirect cost rate provides a starting point for charging indirect costs to a program. Funding applications or award letters should be consulted to determine whether programs limit or prohibit the claiming of indirect costs. Some of the more common limitations include: 

1. Limiting the indirect cost rate to the lesser of the LEA's approved rate or a predetermined capped rate

2. Having an "administrative cap" that limits a combination of 
direct administrative costs and indirect costs 

3. Not allowing indirect costs (i.e., requiring that the entire 
award amount be spent on direct costs)

As a help in identifying the indirect cost rules for most programs, a SACS resource code query system is available on the Internet at http://www.cde.ca.gov/fg/ac/ac/ap/querybyresource.asp. The data provided for each resource code (i.e., funding source) include the general guidelines for claiming indirect costs.

Administrative Cost Caps. Indirect costs are usually a subset of the broader category of administrative costs. A program that has an administrative cost cap should be reviewed to determine whether the cap encompasses both direct administrative costs (e.g., salaries of program administrators, costs of program monitoring and preparing program plans) and indirect costs (e.g., personnel/human resources, accounting, and procurement). For example, if an LEA claims indirect costs for a program that has an administrative cap of 15 percent and the LEA has already spent 11 percent on direct administrative costs, then it can claim only 4 percent for indirect costs even if the approved indirect cost rate is higher than 4 percent.

Multiple-Year Awards. For program awards that cover more than one year, a single rate may not be used to recover indirect costs for the entire award; the indirect cost rate must be the rate approved for each year.

Qualifying Funds. The indirect cost rate is appropriate for use with only those operating funds and costs that are part of the calculation. For instance, costs in objects 1000–5999, except 5100, in Fund 01 (general), funds 09 and 62 (charter schools), Fund 11 (adult education), Fund 12 (child development), funds 13 and 61 (cafeteria), and funds 19 and 57 (foundation) are part of the indirect cost rate calculation; therefore, expenditures in these fund and object combinations may be considered when indirect costs are charged. Costs in objects that are excluded from the calculation of the rate (e.g., subagreements for services, capital outlay, other outgo) and in funds not included in the calculation should not have indirect costs charged against them.

Indirect, Central Administration, and Program Administration Costs

For California LEAs, three cost accounting concepts are similar but not identical: indirect costs, central administration costs, and overall program administrative costs.

Indirect costs, which can be seen in the indirect cost rate calculation, include costs of agencywide accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, and centralized data processing services, together with the portion of plant maintenance and operations and facilities rents and leases spent in support of indirect cost activities (i.e., general administration offices). 

Central administration costs are a component of program cost accounting and include indirect costs, less the maintenance and operations costs, plus costs for the school board and superintendent. 


Overall administrative costs of a program, in the context of indirect costs or administrative cost caps, generally refer to indirect costs charged to the program together with any administrative costs direct-charged to the program (e.g., salaries of program administrators, costs of program monitoring and preparing program plans). However, individual programs may have different definitions of administrative costs. There is currently no single definition that applies to all programs.

Because there are differences in the three cost pools, percentages or ratios calculated from them will differ. Although these differences could be minor, the three cost pools have unique purposes and are not interchangeable.

Transferring Indirect/Administrative Costs

Specific function and object codes exist in the standardized account code structure to aid in tracking the transfer of indirect costs between programs:

· Function 7210, General Administration Cost Transfers

· Object 7310, Transfers of Indirect Costs

· Object 7350, Transfers of Indirect Costs—Interfund

The following sample transaction (offsetting entries to cash in each resource are assumed) shows indirect costs being transferred within the general fund to Resource 3010 (NCLB, Title I):


Dr
01-3010-0-1110-7210-7310-0000
$4,500


Cr
01-0000-0-0000-7210-7310-0000

$4,500

In the case where a program is authorized to charge for administrative fees on the basis of something other than the indirect cost rate, transfers should be done by using the following codes:

· Function 7210, General Administration Cost Transfers

· Object 7370, Transfers of Direct Support Costs

· Object 7380, Transfers of Direct Support Costs—Interfund

For example, administrative costs incurred in the general fund to calculate and collect developer's fees are an allowable use of developer fees. These costs, which shall not exceed 3 percent of the fees collected during the period (Education Code Section 17620[a][1][c][5]), should be transferred to Fund 25, Capital Facilities Fund:

Dr
25-0000-0-0000-7210-7380-0000
$9,000

Cr
01-0000-0-0000-7210-7380-0000

$9,000

Note: Administrative costs transferred using Object 7380 do not remain a part of the indirect cost pool.

For further examples involving the transfer of indirect costs, refer to Procedure 615.

Indirect Cost Rate Work Sheet

Indirect Cost Rate Calculation Based on the 2007-08 Reporting Period

(Funds 01, 09 and 62, unless indicated otherwise)

A.
Indirect Costs (numerator)


 1.  Other General Administration – (Functions 7200–7600, Objects 1000–5999 and 7380, less portion on line B8 charged to restricted resources or specific goals)

 2.  Centralized Data Processing – (Function 7700, Objects 1000–5999, less portion on line B9 charged to restricted resources or specific goals)

 3.  External Financial Audit – Single Audit (Function 7190, Objects 5000–5999)

 4.  Staff Relations and Negotiations (Function 7120, Objects 1000–5999)

 5a. Employment Separation Costs – add normal separation costs charged to Resources 0000–1999 for restricted positions, from line B12a

 5b. Employment Separation Costs – subtract abnormal separation costs charged to Functions 7200–7700 and included in line A1 or A4

 6.  Plant Maintenance and Operations – only indirect portion (Functions 8100–8400, Objects 1000–5999, except 5100, times the percentage of total salaries and benefits attributable to other general administration and centralized data processing)

 7.  Facilities Rents and Leases – only indirect portion (Function 8700, Resources 0000–1999, Objects 1000–5999, times the percentage of total salaries and benefits attributable to other general administration and centralized data processing)

 8.  Total Indirect Costs (sum of lines A1 through A7)

 9.  Carry-Forward Adjustment (line A8 plus 2005-06 carry-forward adjustment, minus [2007-08 approved indirect cost rate times line B17])

10. Total Adjusted Indirect Costs (line A8 plus line A9)

B.
Base Costs (denominator)

 1.  Instruction (Functions 1000–1999, Objects 1000–5999, except 5100)

 2.  Instruction-Related Services (Functions 2000–2999, Objects 1000–5999, except 5100)

 3.  Pupil Services (Functions 3000–3999, Objects 1000–5999, except 5100)

 4.  Ancillary Services (Functions 4000–4999, Objects 1000–5999, except 5100)

 5.  Community Services (Functions 5000–5999, Objects 1000–5999, except 5100)

 6.  Enterprise (Function 6000, Objects 1000–5999, except 5100)

 7.  Board and Superintendent (Functions 7100–7180, except 7120, Objects 1000–5999)

 7a. External Financial Audit—Other (Function 7191, Objects 5000–5999)

 8.  Other General Administration—portion charged to restricted resources or specific goals (Functions 7200–7600, Resources 2000–9999, Objects 1000–5999 and 7380; plus Functions 7200–7600, Resources 0000–1999, Goals 0001–8999, Objects 1000–5999 and 7380)

 9.  Centralized Data Processing—portion charged to restricted resources or specific goals (Function 7700, Resources 2000–9999, Objects 1000–5999, plus Function 7700, Resources 0000–1999, Goals 0001–8999, Objects 1000–5999)

10.  Plant Maintenance and Operations—all except indirect portion (Functions 8100–8400, Objects 1000–5999, except 5100, minus line A6)

11.  Facilities Rents and Leases—all except indirect portion (Function 8700, Resources 0000–1999, Objects 1000–5999, except 5100, minus line A7; plus Function 8700, Resources 2000–9999, Objects 1000–5999, except 5100)

12a. Employment Separation Costs – reclassification from "base" to "indirect" (subtract normal separation costs charged to Resources 0000–1999 for restricted positions and included in lines B1 to B10)

12b. Employment Separation Costs – reclassification from "indirect" to "base" (add abnormal separation costs charged to Functions 7200–7700 from line A5b)

13.  Adult Education (Fund 11, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

14.  Child Development (Fund 12, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

15.  Cafeteria (Funds 13 and 61, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

16.  Foundation (Funds 19 and 57, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

17.  Total Base Costs (sum of lines B1 through B16)

C.
Straight Indirect Cost Percentage (before carry-forward adjustment) (line A8 / line B17)

D.  Indirect Cost Rate (fixed with carry-forward rate for use in 2009-10, subject to CDE approval) (line A10 / line B17)

Note: The following expenditures are excluded from the indirect cost rate calculation and therefore cannot have indirect costs charged against them when indirect costs are claimed: Subagreements for Services (Object 5100), Capital Outlay (Objects 6000–6999), Other Outgo (Objects 7000–7499), Other Financing Uses (Objects 7600–7699), Facilities Acquisition and Construction (Function 8500), and Debt Service, Transfers Between Agencies, and Interfund Transfers (Functions 9000–9999) (see page 915-5, Using the Rate).

Definitions of Indirect Cost Terms

Administrative costs. Any costs, indirect or direct, that are administrative in nature and support the management of a program. Costs of program administration may encompass both direct costs (e.g., salaries of program administrators, costs of program monitoring and preparing program plans) and indirect costs (e.g., personnel/human resources, accounting, and procurement). 

Approved rate. Same as indirect cost rate.

Base costs. Pool of direct costs from the general, charter schools, adult education, cafeteria, child development, and foundation funds, minus any cost categories considered one-time or distorting in nature, such as subagreements for services, major equipment purchases, facility construction, debt service, and transfers to other agencies.

Carry-forward adjustment. An adjustment used in calculating the indirect cost rate where the difference between the estimated indirect costs and the actual indirect costs is "carried forward." The adjustment takes into account (1) the LEA's approved indirect cost rate for the year; (2) the original carry-forward amount used to calculate that rate; and (3) that year's estimated indirect costs (i.e., base costs times the approved rate). 

Consistent cost treatment. So that programs are not charged for similar services as both a direct cost and an indirect cost, costs incurred for the same purpose in like circumstances should be treated as only direct or only indirect. For example, staff members who provide services normally done by the business office should be charged to the indirect cost pool (Function 7200) even if they spend 100 percent of their time working on items for a particular program. This consistent cost treatment prevents that program from being charged for business office services as a direct cost and then again as an indirect cost. However, if staff members provide supplemental services above the level provided by the business office or if they provide services normally required of program managers, then this cost would normally be considered a project-related administration cost (Function 2150) rather than an indirect cost.

Direct costs. Expenditures identified with a specific goal or objective. In education, cost objectives are generally the instructional programs and services provided by the agency. 

Estimated indirect costs. The amount of indirect costs arrived at by multiplying the base costs by the approved rate for that year.

Excluded costs. Cost categories considered for indirect cost purposes to be one-time or distorting in nature, including subagreements for services, capital outlay (sites, improvement of sites, buildings, improvement of buildings, new or major expansions of school libraries, capitalized equipment) and other outgo (tuition, transfers to other agencies, debt service, financing uses).


Fixed-with-carry-forward. For California LEAs, the restricted indirect cost rate is computed and "fixed" for a specific period on the basis of an estimate of that period's level of operations. Once the actual costs of that period are known, the difference between the estimated and actual indirect costs is "carried forward" as an adjustment to the new calculation.

Form ICR. A work sheet within CDE's year-end financial data collection software that calculates the LEA's percentage of indirect costs and its fixed-with-carry-forward indirect cost rate.

Function code. The field in the standardized account code structure that identifies a cost's general operational area and distinguishes whether it is an indirect or base cost.

Indirect cost percentage. A percentage arrived at by dividing the current period's indirect costs by the base costs.

Indirect cost pool. The indirect costs of the agency together with the portion of plant maintenance and operations and facilities rents and leases spent in support of indirect cost activities (i.e., general administration offices).

Indirect cost rate (ICR). An allocation technique used to distribute indirect costs to federal, state, and local programs. The indirect cost rate is the ratio (expressed as a percentage) of the adjusted indirect costs to the direct base costs. For California LEAs, the indirect cost rate represents a fixed-with-carry-forward restricted indirect cost rate used to recover indirect costs from federal and state programs. 

Indirect costs. Agencywide general management costs not readily identifiable with a particular program but necessary for the overall operation of the agency (e.g., costs of accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, centralized data processing). 

OMB Circular A-87. The Office of Management and Budget (OMB) Circular A‑87, titled Cost Principles for State, Local and Indian Tribal Governments. OMB Circular A-87 includes the general cost principles that govern California's indirect cost plan and process.

Restricted rate. Same as indirect cost rate.
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SACS Query - PCA: Resource Detail

http://www.cde.ca.gov/fg/ac/ac/ap/querybyresource.asp
	SACS Resource Code:
	3310

	SACS Title:
	Special Ed: IDEA Basic Local Assistance Entitlement, Part B, Sec 611 (formerly PL 94-142)

	Friendly Title:
	SPECIAL ED: IDEA BASIC LOCAL ASSISTANCE ENTITLEMENT, PART B, SEC 611 (FORMERLY 94-142)

	SACS Revenue Object Code:
	8181

	PCA Number:
	13379

	PCA Title:
	SP ED LOCAL & STATE AGENCY ENTITLMTS/FF

	CFDA Number:
	84.027

	Deferred Revenue/Ending Fund Balance:
	D

	Allowable Indirect Cost Rate
	LEA Approved Rate 

	Program Unit:
	SPECIAL ED ADMINISTRATIVE SERVICES

	Program Contact:
	CINDI WONG (916) 322-6031

	Fiscal Unit:
	SPECIAL ED ADMINISTRATIVE SERVICES

	Fiscal Contact:
	SPECIAL ED A.S. UNIT (916) 327-3508 OR 327-3676

	Comment on PCA:
	This is the old 94-142 entitlement.

	Enabling Legislation:
	

	Education Code:
	

	Budget Act:
	6110-161-0890(1)

	For use in Districts:
	Yes

	For use in COEs:
	Yes

	For use in JPAs:
	Yes

	First Effective Year:
	1997

	Last Effective Year:
	

	Date Created:
	8/13/1999

	Last Modification:
	11/8/2005 11:43:47 AM


	Notes: 
	

	
	D = Deferred Revenue F = Ending Fund Balance 

	
	NA = Not Applicable 

	
	V = Various 
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WEB LINKS
· California Department of Education (CDE) 

http://www.cde.ca.gov/index.asp
· California Department of Education/Finance and Grants 

http://www.cde.ca.gov/fg/
· California School Accounting Manual (CSAM) 

http://www.cde.ca.gov/fg/ac/sa/
· Indirect Cost Rates (LEA, Charter Schools, Food Service, Adult Education)

http://www.cde.ca.gov/fg/ac/ic/
· OMB Circular A-87

http://www.whitehouse.gov/omb/circulars/index.html
http://www.whitehouse.gov/omb/fedreg/2005/083105_a87.pdf
· SACS Software 

http://www.cde.ca.gov/fg/sf/fr/
· SACS Query (main index)

http://www.cde.ca.gov/fg/ac/ac
· SACS Query by Resource

http://www.cde.ca.gov/fg/ac/ac/ap/querybyresource.asp
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ACRONYMS

ASB
Associated Student Body

CDE
California Department of Education

CDS

County-District-School Code

CFR
Code of Federal Regulations

COE
County Office of Education

CSAM
California School Accounting Manual

CSIS
California Student Information System

CU
Classroom Unit

DHHS
Department of Health and Human Services (Federal)

EDGAR
Education Department General Administrative Regulations (Federal)

FAQ
Frequently Asked Question

FY
Fiscal Year

GASB
Governmental Accounting Standards Board (Federal)

ICR
Indirect Cost Rate

JPA
Joint Powers Agency

LEA
Local Education Agency

M&O
Maintenance and Operations

MOU
Memorandum of Understanding

NCES
National Center for Education Statistics (Federal)

NCLB
No Child Left Behind (Federal)

NPS
Nonpublic School

OMB
Office of Management and Budget (Federal)

OPEB
Other Post Employment Benefits (other than pensions)

PCA
Program Cost Accounting

PERS
Public Employees Retirement System

PL
Public Law

SACS
Standardized Account Code Structure

SEMOE
Special Education Maintenance of Effort

STRS
State Teacher Retirement System

USDE or ED
United States Department of Education
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Sheet1

		

		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5XXX)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)





Sheet2

		

		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		0000		0000		7100		58XX

				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		0000		0000		7200		58XX

				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		6500		5001		2100		58XX
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				Estimated Calculation of the Impact on the 0506 (07/08) Indirect Rate                                                                                    Due to the Change in Treatment for Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$   923,412

				Section B Base Costs (Form ICR line 14)						$   17,753,417

				Calculated Indirect Rate (Form ICR Section D)						5.20%

				Subagreements Identified through Review of 05/06 Actual Data in Object Code 5800

				Service/Contract Name		Total Contract		Maximum Deduction ($25,000 each contract)		Balance excluded from indirect and subtacted from Base		Subject to indirect per internal rules/avail funding

		1		Transportation		$   556,655.02		$   25,000		$   531,655.02

		2		NPS		22,666.53		- 0		$   22,666.53

		3		Xpot		53,091.60		- 0		$   53,091.60

		4		WE Family counseling		41,490.00		25,000		$   16,490.00

		5								$   - 0

		6								$   - 0

		7								$   - 0

		8								$   - 0

		9								$   - 0

		10								$   - 0

		11								$   - 0

		12								$   - 0

		13								$   - 0

		14								$   - 0

		15								$   - 0

		16								$   - 0

		17								$   - 0

				Total Identified Contracts:		$   673,903.15		$   50,000.00		$   623,903.15

				Estimated Revised Indirect Cost Rate

				Section A costs from above						$   923,412

				Section B costs from above						$   17,753,417

				Less total of subawards identified above						$   623,903

				Revised Section B Costs						$   17,129,514

				Estimated Indirect Cost Calculation						5.39%

				Change in Rate						0.19%

				Percentage Change in Rate						3.64%

				Projected impact on Indirect Charged/Collected

				Indirect Charged in FY 05/06 (net of uncollected special ed/others)						$   242,665.35

				Percentage Reduction from above						3.64%

				Calculated Increase						$   8,838.53
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				Calculation of the Estimated Impact on the 2005/06 Indirect Cost Rate Due to the Change in Treatment of Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$925,000

				Section B Base Costs (Form ICR line 14)						$17,750,000

				Calculated Indirect Rate (Form ICR Section D)						5.21%

				2005/06 Object Code 5800 Subagreements

				Subagreement Description		Subagreement Total		Maximum Deduction (up to $25,000 each)		Balance excluded from Indirect Cost and subtracted from Base

				Special Ed. Transportation		$550,000		$25,000		$525,000

				Nonpublic School (NPS)		$22,500		$0		$22,500

				Subagreement Total		$572,500		$25,000		$547,500

				Estimated Revised Indirect Cost Rate

				Section A Costs from above						$925,000

				Section B Costs from above						$17,750,000

				minus Subagreement Total from above						-$547,500

				equals Revised Section B Costs						$17,202,500

										5.38%

										0.17%

										3.26%

				Projected Impact on Indirect Charged/Collected

				Indirect Charged in FY 2005/06						$242,500

				Percentage Change in Rate from above						3.26%

				Projected Change in Indirect Charged/Collected						$7,906
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		BUDGETING INDIRECT COSTS

		Description		Formula		Amount

		Grant Amount				$10,000.00

		Indirect Cost Rate plus 1				1.08

		1XXX to 5XXX Budget		grant amount divided by indirect rate		$9,259.26

		Indirect Cost Budget		grant amount minus 1XXX to 5XXX budget		$740.74

		Proof:

		1XXX-5XXX Budget				$9,259.26

		Indirect Cost Rate				8%

		Indirect Cost Budget		1XXX to 5XXX budget times indirect cost rate		$740.74

		Grant Amount		1XXX to 5XXX budget plus indirect cost budget		$10,000.00

		CHARGING INDIRECT COSTS

		Description		Formula		Amount

		Grant Expenditures				$8,000.00

		Capital Outlay Expenditures				$786.00

		Expenditures for Indirect Cost		grant expenditures minus capital outlay		$7,214.00

		Indirect Cost Rate				8%

		Indirect Cost to be Charged		expenditures for indirect times indirect cost rate		$577.12






_1235990984.xls
estimated impact sample

				Calculation of the Estimated Impact on the 2005/06 Indirect Cost Rate Due to the Change in Treatment of Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$925,000

				Section B Base Costs (Form ICR line 14)						$17,750,000

				Calculated Indirect Rate (Form ICR Section D)						5.21%

				2005/06 Object Code 5800 Subagreements

				Subagreement Description		Subagreement Total		Maximum Deduction (up to $25,000 each)		Balance excluded from Indirect Cost and subtracted from Base

				Special Ed. Transportation		$550,000		$25,000		$525,000

				Nonpublic School (NPS)		$22,500		$0		$22,500

				Subagreement Total		$572,500		$25,000		$547,500

				Estimated Revised Indirect Cost Rate

				Section A Costs from above						$925,000

				Section B Costs from above						$17,750,000

				minus Subagreement Total from above						-$547,500

				equals Revised Section B Costs						$17,202,500

										5.38%

										0.17%

										3.26%

				Projected Impact on Indirect Charged/Collected

				Indirect Charged in FY 2005/06						$242,500

				Percentage Change in Rate from above						3.26%

				Projected Change in Indirect Charged/Collected						$7,906
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				Calculation of the Estimated Impact on the 2005/06 Indirect Cost Rate Due to the Change in Treatment of Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)

				Section B Base Costs (Form ICR line 14)

				Calculated Indirect Rate (Form ICR Section D)

				2005/06 Object Code 5800 Subagreements

				Subagreement Description		Subagreement Total		Maximum Deduction (up to $25,000 each)		Balance excluded from Indirect Cost and subtracted from Base

				Subagreement Total

				Estimated Revised Indirect Cost Rate

				Section A Costs from above

				Section B Costs from above

				minus Subagreement Total from above

				equals Revised Section B Costs

				Projected Impact on Indirect Charged/Collected

				Indirect Charged in FY 2005/06

				Percentage Change in Rate from above

				Projected Change in Indirect Charged/Collected
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		BUDGETING INDIRECT COSTS

		Description		Formula		Amount

		Grant Amount				$10,000.00

		Indirect Cost Rate plus 1				1.08

		1XXX to 5XXX Budget		grant amount divided by indirect rate		$9,259.26

		Indirect Cost Budget		grant amount minus 1XXX to 5XXX budget		$740.74

		Proof:

		1XXX-5XXX Budget				$9,259.26

		Indirect Cost Rate				8%

		Indirect Cost Budget		1XXX to 5XXX budget times indirect cost rate		$740.74

		Grant Amount		1XXX to 5XXX budget plus indirect cost budget		$10,000.00

		CHARGING INDIRECT COSTS

		Description		Formula		Amount

		Grant Expenditures				$8,000.00

		Capital Outlay Expenditures				$786.00

		Expenditures for Indirect Cost		grant expenditures minus capital outlay		$7,214.00

		Indirect Cost Rate				8%

		Indirect Cost to be Charged		expenditures for indirect times indirect cost rate		$577.12
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				Estimated Calculation of the Impact on the 0506 (07/08) Indirect Rate                                                                                    Due to the Change in Treatment for Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$   923,412

				Section B Base Costs (Form ICR line 14)						$   17,753,417

				Calculated Indirect Rate (Form ICR Section D)						5.20%

				Subagreements Identified through Review of 05/06 Actual Data in Object Code 5800

				Service/Contract Name		Total Contract		Maximum Deduction ($25,000 each contract)		Balance excluded from indirect and subtacted from Base		Subject to indirect per internal rules/avail funding

		1		Transportation		$   556,655.02		$   25,000		$   531,655.02

		2		NPS		22,666.53		- 0		$   22,666.53

		3		Xpot		53,091.60		- 0		$   53,091.60

		4		WE Family counseling		41,490.00		25,000		$   16,490.00

		5								$   - 0

		6								$   - 0

		7								$   - 0

		8								$   - 0

		9								$   - 0

		10								$   - 0

		11								$   - 0

		12								$   - 0

		13								$   - 0

		14								$   - 0

		15								$   - 0

		16								$   - 0

		17								$   - 0

				Total Identified Contracts:		$   673,903.15		$   50,000.00		$   623,903.15

				Estimated Revised Indirect Cost Rate

				Section A costs from above						$   923,412

				Section B costs from above						$   17,753,417

				Less total of subawards identified above						$   623,903

				Revised Section B Costs						$   17,129,514

				Estimated Indirect Cost Calculation						5.39%

				Change in Rate						0.19%

				Percentage Change in Rate						3.64%

				Projected impact on Indirect Charged/Collected

				Indirect Charged in FY 05/06 (net of uncollected special ed/others)						$   242,665.35

				Percentage Reduction from above						3.64%

				Calculated Increase						$   8,838.53
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				Calculation of the Estimated Impact on the 2005/06 Indirect Cost Rate Due to the Change in Treatment of Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$925,000

				Section B Base Costs (Form ICR line 14)						$17,750,000

				Calculated Indirect Rate (Form ICR Section D)						5.21%

				2005/06 Object Code 5800 Subagreements

				Subagreement Description		Subagreement Total		Maximum Deduction (up to $25,000 each)		Balance excluded from Indirect Cost and subtracted from Base

				Special Ed. Transportation		$550,000		$25,000		$525,000

				Nonpublic School (NPS)		$22,500		$0		$22,500

				Subagreement Total		$572,500		$25,000		$547,500

				Estimated Revised Indirect Cost Rate

				Section A Costs from above						$925,000

				Section B Costs from above						$17,750,000

				minus Subagreement Total from above						-$547,500

				equals Revised Section B Costs						$17,202,500

										5.38%

										0.17%

										3.26%

				Projected Impact on Indirect Charged/Collected

				Indirect Charged in FY 2005/06						$242,500

				Percentage Change in Rate from above						3.26%

				Projected Change in Indirect Charged/Collected						$7,906
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		BUDGETING INDIRECT COSTS

		Description		Formula		Amount

		Grant Amount				$10,000.00

		Indirect Cost Rate plus 1				1.08

		1XXX to 5XXX Budget		grant amount divided by indirect rate		$9,259.26

		Indirect Cost Budget		grant amount minus 1XXX to 5XXX budget		$740.74

		Proof:

		1XXX-5XXX Budget				$9,259.26

		Indirect Cost Rate				8%

		Indirect Cost Budget		1XXX to 5XXX budget times indirect cost rate		$740.74

		Grant Amount		1XXX to 5XXX budget plus indirect cost budget		$10,000.00

		CHARGING INDIRECT COSTS

		Description		Formula		Amount

		Grant Expenditures				$8,000.00

		Capital Outlay Expenditures				$786.00

		Expenditures for Indirect Cost		grant expenditures minus capital outlay		$7,214.00

		Indirect Cost Rate				8%

		Indirect Cost to be Charged		expenditures for indirect times indirect cost rate		$577.12






_1235826884.xls
icr pg 2 current

		

				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration

				2		Data Processing

				3		Maintenance & Operations

				4		Rents & Leases

				5		TOTAL

				6		Carry-Forward-Adjustment

				7		TOTAL ADJUSTED INDIRECT COSTS

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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		A.1		Other General Admin				Function 7X, Goal 0XXX less Function 77XX less Object 7%

				less Data Processing				Function 77XX, Goal 0XXX

				less Object 7XXX				Function 7X, Goal 0XXX less Object 7%

						- 0

		A.2		Data Processing				Function 77%, Goal 0XXX

		A.3		Maint & Oper				Function 8X, less objects 7%, less Functions 85XX & 87XX times % classroom units attributable to admin

		A.4		Rents & Leases				Function 87XX, object 56XX times % classroom units attributable to admin

		B.1		Instruction				Function 1XXX

		B.2		Instruction Related				Function 2XXX

		B.3		Pupil Svcs				Function 3XXX

		B.4		Ancillary Svcs				Function 4XXX

		B.5		Community Svcs				Function 5XXX

		B.6		Board & Supt.				Function 71XX

		B.7		Services to School Dist				Function 7X, Goal 86XX less Function 77XX less Object 7%

								Object 73XX, Function 7X, Goal 86XX

		B.8		Data Processing				Function 77XX, Goal 86XX

		B.9		Maint & Oper				Function 8X, less objects 7%, less Functions 85XX & 87XX minus Maint & Oper above

		B.10		Rents & Leases				Function 87XX, object 56XX less Rents & Leases above

		B.11		Adult Ed				Fund 11 Objects 1000-5999

		B.12		Child Dev				Fund 12 Objects 1000-5999

		B.13		Cafeteria				Funds 13 & 61, Objects 1000-5999

				Fund 12 object 7XXX

				Function 9XXX

				Fund 01 object 7XXX

				Function 85XX
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		Unaudited Actuals included in Indirect Cost Rate

				2003-04				2004-05

								2nd Interim

		Fund 01		206,018,532.75				222,778,794.96

		Fund 01		3,290,231.72				1,138,610.00

		Fund 12		12,836,110.90				14,421,682.00

				222,144,875.37				238,339,086.96

		Exclusions

		Fund 12 object 7%		1,126,892.90				1,223,472.00

		Function 85%		923,271.31				1,251,582.00

		Fund 01 object 7%		(1,126,892.90)				(1,223,472.00)

		Function 9%		49,036,414.68				51,374,246.00

				49,959,685.99				52,625,828.00

		Total less exclusions		172,185,189.38				185,713,258.96

		Indirect		3,566,501.00				- 0

		Base		55,578,943.00				- 0

				59,145,444.00				- 0

		Diff		113,039,745.38				- 0



&LPrepared by Dusty Ferguson - VTD  3/25/05



Indirect Cost Analysis #1

		Awesome Unified School District

		Indirect Cost Rate Calculation

		PY.		PRIOR YEAR DATA (for Carry-Forward Adjustment in Line A6)

		PY1		2003/04 Rate				7.28%

		PY2		2003/04 Carryforward				$143,574

		PY3		2004/05 Rate				7.54%

		PY4		2004/05 Carryforward				$315,318

		A.		INDIRECT COSTS		Formula		2005/06 UA		Adjustments *		Adjusted 2005/06

		A1		Other General Admin				$2,562,685				$2,562,685

		A2		Data Processing				$633,840				$633,840

		A3		Maintenance & Operations				$369,976		($17,818)		$352,158

				* Adjustment due to pct. change from 7.06% based on CUs to 6.72% based on Admin. Salaries

		A4		Rents & Leases				$0				$0

		A5		Total Indirect Costs		sum A1 - A4		$3,566,501		($17,818)		$3,548,683

		A6		Carry Forward Adjustment		[A5 + PY2] minus [B14 x PY1]		($336,072)				($217,613)

		A7		Total Adjusted Indirect Costs		A5 plus A6		$3,230,429		($17,818)		$3,331,070

		B.		BASE COSTS

		B1		Instruction				$35,589,566		($730,756)		$34,858,810

				* Adjustment due to NPS subagreements

		B2		Instruction Related				$7,947,960				$7,947,960

		B3		Pupil Services				$3,680,331		($1,158,997)		$2,521,334

				* Adjustment due to Transportation contract

		B4		Ancillary Services				$0				$0

		B5		Community Services				$0				$0

		B6		Board & Superintendent				$758,706				$758,706

		B7		Services to School Districts				$0				$0

		B8		Data Processing				$0				$0

		B9		Maintenance & Operations				$4,870,471		$17,818		$4,888,289

		B10		Rents & Leases				$0				$0

		B11		Adult Education				$37,272				$37,272

		B12		Child Development				$276,320				$276,320

		B13		Cafeteria				$2,418,317				$2,418,317

		B14		Total Base		sum B1 - B13		$55,578,943		($1,871,935)		$53,707,008

		C.		Indirect Cost Before Carry-Forward Adjustment

						A5 divided by B14		6.42%				6.61%

		D.		Indirect Cost With Carry-Forward Adjustment

						A7 divided by B14		5.81%				6.20%

						Total Costs		CU Pct. (from 2005/06 Form ICR)				Indirect Cost Pool Portion

				Maintenance & Operations		$5,240,447				7.06%		$369,976

				Total Salaries & Benefits				45,190,414.00

				Maintenance Salaries				3,035,444.00

								6.72%

										M&O Administrative Pct.

				Maintenance & Operations				$5,240,447		6.72%		$352,158

												-$17,818

		New Maint. %						6.720%

		New Maint cost						352,158.04





m&o percentages

		Awesome Unified School District

		Indirect Cost Calculation

		Distribution of Plant Maintenance & Operations Costs

		CURRENT METHODOLOGY

				Total Cost		Classroom Unit Pct.		Indirect Cost Pool Portion (Numerator)		Base Portion (Denominator)

		Maintenance & Operations		$5,240,447		7.06%		$369,976		$4,870,471

		NEW METHODOLOGY

		District Total Salaries & Benefits				$45,190,414

		M&O Salaries & Benefits				$3,035,444

		Pct. Of District Total				6.72%

				Total Cost		Maint. & Op. Pct.		Indirect Cost Pool Portion (Numerator)		Base Portion (Denominator)

		Maintenance & Operations		$5,240,447		6.72%		$352,158		$4,888,289

		Change from Current Methodology						-$17,818		$17,818
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration

				2		Data Processing

				3		Maintenance & Operations

				4		Rents & Leases

				5		TOTAL

				6		Carry-Forward-Adjustment

				7		TOTAL ADJUSTED INDIRECT COSTS

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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		A.1		Other General Admin				Function 7X, Goal 0XXX less Function 77XX less Object 7%

				less Data Processing				Function 77XX, Goal 0XXX

				less Object 7XXX				Function 7X, Goal 0XXX less Object 7%

						- 0

		A.2		Data Processing				Function 77%, Goal 0XXX

		A.3		Maint & Oper				Function 8X, less objects 7%, less Functions 85XX & 87XX times % classroom units attributable to admin

		A.4		Rents & Leases				Function 87XX, object 56XX times % classroom units attributable to admin

		B.1		Instruction				Function 1XXX

		B.2		Instruction Related				Function 2XXX

		B.3		Pupil Svcs				Function 3XXX

		B.4		Ancillary Svcs				Function 4XXX

		B.5		Community Svcs				Function 5XXX

		B.6		Board & Supt.				Function 71XX

		B.7		Services to School Dist				Function 7X, Goal 86XX less Function 77XX less Object 7%

								Object 73XX, Function 7X, Goal 86XX

		B.8		Data Processing				Function 77XX, Goal 86XX

		B.9		Maint & Oper				Function 8X, less objects 7%, less Functions 85XX & 87XX minus Maint & Oper above

		B.10		Rents & Leases				Function 87XX, object 56XX less Rents & Leases above

		B.11		Adult Ed				Fund 11 Objects 1000-5999

		B.12		Child Dev				Fund 12 Objects 1000-5999

		B.13		Cafeteria				Funds 13 & 61, Objects 1000-5999

				Fund 12 object 7XXX

				Function 9XXX

				Fund 01 object 7XXX

				Function 85XX
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		Unaudited Actuals included in Indirect Cost Rate

				2003-04				2004-05

								2nd Interim

		Fund 01		206,018,532.75				222,778,794.96

		Fund 01		3,290,231.72				1,138,610.00

		Fund 12		12,836,110.90				14,421,682.00

				222,144,875.37				238,339,086.96

		Exclusions

		Fund 12 object 7%		1,126,892.90				1,223,472.00

		Function 85%		923,271.31				1,251,582.00

		Fund 01 object 7%		(1,126,892.90)				(1,223,472.00)

		Function 9%		49,036,414.68				51,374,246.00

				49,959,685.99				52,625,828.00

		Total less exclusions		172,185,189.38				185,713,258.96

		Indirect		3,566,501.00				- 0

		Base		55,578,943.00				- 0

				59,145,444.00				- 0

		Diff		113,039,745.38				- 0
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Indirect Cost Analysis #1

		Awesome Unified School District

		Indirect Cost Rate Calculation

		PY.		PRIOR YEAR DATA (for Carry-Forward Adjustment in Line A6)

		PY1		2003/04 Rate				7.28%

		PY2		2003/04 Carryforward				$143,574

		PY3		2004/05 Rate				7.54%

		PY4		2004/05 Carryforward				$315,318

		A.		INDIRECT COSTS		Formula		2005/06 UA		Adjustments *		Adjusted 2005/06

		A1		Other General Admin				$2,562,685				$2,562,685

		A2		Data Processing				$633,840				$633,840

		A3		Maintenance & Operations				$369,976		($17,818)		$352,158

				* Adjustment due to pct. change from 7.06% based on CUs to 6.72% based on Admin. Salaries

		A4		Rents & Leases				$0				$0

		A5		Total Indirect Costs		sum A1 - A4		$3,566,501		($17,818)		$3,548,683

		A6		Carry Forward Adjustment		[A5 + PY2] minus [B14 x PY1]		($336,072)				($217,613)

		A7		Total Adjusted Indirect Costs		A5 plus A6		$3,230,429		($17,818)		$3,331,070

		B.		BASE COSTS

		B1		Instruction				$35,589,566		($730,756)		$34,858,810

				* Adjustment due to NPS subagreements

		B2		Instruction Related				$7,947,960				$7,947,960

		B3		Pupil Services				$3,680,331		($1,158,997)		$2,521,334

				* Adjustment due to Transportation contract

		B4		Ancillary Services				$0				$0

		B5		Community Services				$0				$0

		B6		Board & Superintendent				$758,706				$758,706

		B7		Services to School Districts				$0				$0

		B8		Data Processing				$0				$0

		B9		Maintenance & Operations				$4,870,471		$17,818		$4,888,289

		B10		Rents & Leases				$0				$0

		B11		Adult Education				$37,272				$37,272

		B12		Child Development				$276,320				$276,320

		B13		Cafeteria				$2,418,317				$2,418,317

		B14		Total Base		sum B1 - B13		$55,578,943		($1,871,935)		$53,707,008

		C.		Indirect Cost Before Carry-Forward Adjustment

						A5 divided by B14		6.42%				6.61%

		D.		Indirect Cost With Carry-Forward Adjustment

						A7 divided by B14		5.81%				6.20%

						Total Costs		CU Pct. (from 2005/06 Form ICR)				Indirect Cost Pool Portion

				Maintenance & Operations		$5,240,447				7.06%		$369,976

				Total Salaries & Benefits				45,190,414.00

				Maintenance Salaries				3,035,444.00

								6.72%

										M&O Administrative Pct.

				Maintenance & Operations				$5,240,447		6.72%		$352,158

												-$17,818

		New Maint. %						6.720%

		New Maint cost						352,158.04





m&o percentages

		Awesome Unified School District

		Indirect Cost Calculation

		Distribution of Plant Maintenance & Operations Costs

		CURRENT METHODOLOGY

				Total Cost		Classroom Unit Pct.		Indirect Cost Pool Portion (Numerator)		Base Portion (Denominator)

		Maintenance & Operations		$5,240,447		7.06%		$369,976		$4,870,471

		NEW METHODOLOGY

		District Total Salaries & Benefits				$45,190,414

		M&O Salaries & Benefits				$3,035,444

		Pct. Of District Total				6.72%

				Total Cost		Maint. & Op. Pct.		Indirect Cost Pool Portion (Numerator)		Base Portion (Denominator)

		Maintenance & Operations		$5,240,447		6.72%		$352,158		$4,888,289

		Change from Current Methodology						-$17,818		$17,818
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				Estimated Calculation of the Impact on the 0506 (07/08) Indirect Rate                                                                                    Due to the Change in Treatment for Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$   923,412

				Section B Base Costs (Form ICR line 14)						$   17,753,417

				Calculated Indirect Rate (Form ICR Section D)						5.20%

				Subagreements Identified through Review of 05/06 Actual Data in Object Code 5800

				Service/Contract Name		Total Contract		Maximum Deduction ($25,000 each contract)		Balance excluded from indirect and subtacted from Base		Subject to indirect per internal rules/avail funding

		1		Transportation		$   556,655.02		$   25,000		$   531,655.02

		2		NPS		22,666.53		- 0		$   22,666.53

		3		Xpot		53,091.60		- 0		$   53,091.60

		4		WE Family counseling		41,490.00		25,000		$   16,490.00

		5								$   - 0

		6								$   - 0

		7								$   - 0

		8								$   - 0

		9								$   - 0

		10								$   - 0

		11								$   - 0

		12								$   - 0

		13								$   - 0

		14								$   - 0

		15								$   - 0

		16								$   - 0

		17								$   - 0

				Total Identified Contracts:		$   673,903.15		$   50,000.00		$   623,903.15

				Estimated Revised Indirect Cost Rate

				Section A costs from above						$   923,412

				Section B costs from above						$   17,753,417

				Less total of subawards identified above						$   623,903

				Revised Section B Costs						$   17,129,514

				Estimated Indirect Cost Calculation						5.39%

				Change in Rate						0.19%

				Percentage Change in Rate						3.64%

				Projected impact on Indirect Charged/Collected

				Indirect Charged in FY 05/06 (net of uncollected special ed/others)						$   242,665.35

				Percentage Reduction from above						3.64%

				Calculated Increase						$   8,838.53
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				Calculation of the Estimated Impact on the 2005/06 Indirect Cost Rate Due to the Change in Treatment of Subagreements

				Current ICR Data Fiscal Year 2005-06

				Section A Indirect Costs (Form ICR line 7)						$925,000

				Section B Base Costs (Form ICR line 14)						$17,750,000

				Calculated Indirect Rate (Form ICR Section D)						5.21%

				2005/06 Object Code 5800 Subagreements

				Subagreement Description		Subagreement Total		Maximum Deduction (up to $25,000 each)		Balance excluded from Indirect Cost and subtracted from Base

				Special Ed. Transportation		$550,000		$25,000		$525,000

				Nonpublic School (NPS)		$22,500		$0		$22,500

				Subagreement Total		$572,500		$25,000		$547,500

				Estimated Revised Indirect Cost Rate

				Section A Costs from above						$925,000

				Section B Costs from above						$17,750,000

				minus Subagreement Total from above						-$547,500

				equals Revised Section B Costs						$17,202,500

										5.38%

										0.17%

										3.26%

				Projected Impact on Indirect Charged/Collected

				Indirect Charged in FY 2005/06						$242,500

				Percentage Change in Rate from above						3.26%

				Projected Change in Indirect Charged/Collected						$7,906
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		BUDGETING INDIRECT COSTS

		Description		Formula		Amount

		Grant Amount				$10,000.00

		Indirect Cost Rate plus 1				1.08

		1XXX to 5XXX Budget		grant amount divided by indirect rate		$9,259.26

		Indirect Cost Budget		grant amount minus 1XXX to 5XXX budget		$740.74

		Proof:

		1XXX-5XXX Budget				$9,259.26

		Indirect Cost Rate				8%

		Indirect Cost Budget		1XXX to 5XXX budget times indirect cost rate		$740.74

		Grant Amount		1XXX to 5XXX budget plus indirect cost budget		$10,000.00

		CHARGING INDIRECT COSTS

		Description		Formula		Amount

		Grant Expenditures				$8,000.00

		Capital Outlay Expenditures				$786.00

		Expenditures for Indirect Cost		grant expenditures minus capital outlay		$7,214.00

		Indirect Cost Rate				8%

		Indirect Cost to be Charged		expenditures for indirect times indirect cost rate		$577.12
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		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5XXX)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)
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		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		0000		0000		7100		58XX

				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		0000		0000		7200		58XX

				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		6500		5001		2100		58XX
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				PART I - Classroom Units

				When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool of indirect costs. The portion

						Note: These CU counts are for indirect cost purposes only and are separate and apart from the CU counts (if any) entered on the program cost report. The CU counts for lines A and B below should reflect the total space occupied for each function (and goal,

				A.		Enter the classroom units for Undistributed Goal 0000 for: Other General Administration (Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance and operations (Functions 8100-8400)

				B.		Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation (Function 3600), Food Services (Function 3700), Community Services (Functions 5000-5999), and Board and Superintendent (Functions 7100-7180)

				C.		Total classroom units (A plus B)

				D.		Percentage of total classroom units attributable to other general administration, centralized data processing, and plant maintenance & operations [A divided by C]

				PART II - Data Processing Services (General Fund)

				Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should be LEA-wide administrative costs

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 1 of 2



CLASSROOM UNIT DISTRIBUTION METHODOLOGY WILL CHANGE IN 2007/08. IT WILL BE DISTRIBUTED BY ADMINISTRATIVE PERCENTAGES.
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

				2		Centralized Data Processing (Goals 0000 and 9000, Function 7700)

				3		Plant Maintenance & Operations - central administration portion (Functions 8100-8400, Objects 1100-5900 times Item D from Part I Classroom Units)

				4		Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 times Item D from Part I Classroom Units)

				5		Total Indirect Costs [sum A1 through A4]

				6		Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd prior year indirect cost rate of 0% times B14)]

				7		Total Adjusted Indirect Costs [A5 plus A6]

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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				2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

				PART III - Indirect Cost Rate Calculation

				A.		Indirect Costs

				1

				2

				3		External Financial Audit - Single Audit (Function 7190, Objects 5000-5999)

				4		Staff Relations and Negotiations (Function 7120, Objects 1000-5999)

				5a		Employment Separation Costs - add normal separation costs charged to Resources 0000-1999 for restricted positions, from B12a)

				5b		Employment Separation Costs - subtract abnormal separation costs charged to Functions 7200-7700 and included in Lines A1 or A4)
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				2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

				B.		Base Costs

				1

				2

				3

				4

				5

				6

				7a		External Financial Audit - Other (Function 7191, Objects 5000-5999)

				8		Other General Administration - portion charged to restricted resources or specific goals (Functions 7200-7600, Resources 2000-9999, Objects 1000-5999 and 7380, plus Functions 7200-7600, Resources 0000-1999, Goals 0001-8999, Objects 1000-5999 and 7380)

				12a		Employment Separation Costs - reclassification from "base" to "indirect" (subtract normal separation costs charged to Resource 0000-1999 for restricted positions and included in lines B1-B10)

				12b		Employment Separation Costs - reclassification from "indirect" to "base" (add abnormal separation costs charged to Functions 7200-7700 from line A5b)

				C.

				D.

				*The following expenditures are EXCLUDED from the indirect cost rate calculation. Indirect costs cannot be charged against them when indirect costs are claimed:

				Object 51XX Subagreements for Services

				Objects 6000-6999 Capital Outlay

				Objects 7000-7499 Other Outgo

				Objects 7600-7699 Other Financing Uses

				Function 8500 Facilities Acquisition and Construction

				Functions 9000-9999 Debt Service, Transfers between Agencies, Interfund Transfers
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Sheet1

		

		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5XXX)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)
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		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		0000		0000		7100		58xx
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				01		0000		0000		7200		58xx

				FUND		RESOURCE		GOAL		FUNCTION		OBJECT

				01		6500		5001		2100		58xx
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		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5XXX)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)





Sheet2

		

		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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				01		6500		5001		2100		58XX
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				PART I - Classroom Units

				When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool of indirect costs. The portion

						Note: These CU counts are for indirect cost purposes only and are separate and apart from the CU counts (if any) entered on the program cost report. The CU counts for lines A and B below should reflect the total space occupied for each function (and goal,

				A.		Enter the classroom units for Undistributed Goal 0000 for: Other General Administration (Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance and operations (Functions 8100-8400)

				B.		Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation (Function 3600), Food Services (Function 3700), Community Services (Functions 5000-5999), and Board and Superintendent (Functions 7100-7180)

				C.		Total classroom units (A plus B)

				D.		Percentage of total classroom units attributable to other general administration, centralized data processing, and plant maintenance & operations [A divided by C]

				PART II - Data Processing Services (General Fund)

				Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should be LEA-wide administrative costs

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 1 of 2



CLASSROOM UNIT DISTRIBUTION METHODOLOGY WILL CHANGE IN 2007/08. IT WILL BE DISTRIBUTED BY ADMINISTRATIVE PERCENTAGES.
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

				2		Centralized Data Processing (Goals 0000 and 9000, Function 7700)

				3		Plant Maintenance & Operations - central administration portion (Functions 8100-8400, Objects 1100-5900 times Item D from Part I Classroom Units)

				4		Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 times Item D from Part I Classroom Units)

				5		Total Indirect Costs [sum A1 through A4]

				6		Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd prior year indirect cost rate of 0% times B14)]

				7		Total Adjusted Indirect Costs [A5 plus A6]

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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				2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

				PART III - Indirect Cost Rate Calculation

				A.		Indirect Costs

				1

				2

				3		External Financial Audit - Single Audit (Function 7190, Objects 5000-5999)

				4		Staff Relations and Negotiations (Function 7120, Objects 1000-5999)

				5a		Employment Separation Costs - add normal separation costs charged to Resources 0000-1999 for restricted positions, from B12a)

				5b		Employment Separation Costs - subtract abnormal separation costs charged to Functions 7200-7700 and included in Lines A1 or A4)
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				2007/08 Form ICR--Indirect Cost Rate Worksheet (PROJECTED)

				B.		Base Costs

				1

				2

				3

				4

				5

				6

				7a		External Financial Audit - Other (Function 7191, Objects 5000-5999)

				8		Other General Administration - portion charged to restricted resources or specific goals (Functions 7200-7600, Resources 2000-9999, Objects 1000-5999 and 7380, plus Functions 7200-7600, Resources 0000-1999, Goals 0001-8999, Objects 1000-5999 and 7380)

				12a		Employment Separation Costs - reclassification from "base" to "indirect" (subtract normal separation costs charged to Resource 0000-1999 for restricted positions and included in lines B1-B10)

				12b		Employment Separation Costs - reclassification from "indirect" to "base" (add abnormal separation costs charged to Functions 7200-7700 from line A5b)

				C.

				D.

				*The following expenditures are EXCLUDED from the indirect cost rate calculation. Indirect costs cannot be charged against them when indirect costs are claimed:

				Object 51XX Subagreements for Services

				Objects 6000-6999 Capital Outlay

				Objects 7000-7499 Other Outgo

				Objects 7600-7699 Other Financing Uses

				Function 8500 Facilities Acquisition and Construction

				Functions 9000-9999 Debt Service, Transfers between Agencies, Interfund Transfers
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Sheet1

		

		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5xxx)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)
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		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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		FUND		RESOURCE		GOAL		FUNCTION		OBJECT

		01		6500		5001		2100		58xx
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		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5xxx)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)
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		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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		FUND		RESOURCE		GOAL		FUNCTION		OBJECT

		01		6500		5001		2100		58xx
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Sheet1

		WHERE DO THE NUMBERS COME FROM?

		INDIRECT COST RATE WORKSHEET (SACS Form ICR)

		INDIRECT COST POOL = NUMERATOR

		NUMERATOR INCREASE = INDIRECT COST RATE INCREASE

		NUMERATOR DECREASE = INDIRECT COST RATE DECREASE

		Fund		Description		Resource		Goal		Function		Object

		01, 09, 62		Other General Administration						7200 - 7600		1000-5999 & 7380 - except portion charged in Base

		01, 09, 62		Centralized Data Processing						7700		1000-5999 - except portion charged in Base

		01, 09, 62		External Financial Audit - Single Audit						7190		5000-5999

		01, 09, 62		Staff Relations & Negotiations						7120		1000-5999

		01, 09, 62		Employment Separation Costs - Normal (for restricted positions charged in Base)		0000-1999						1000 - 3999

		01, 09, 62		SUBTRACT Employment Separation Costs - Abnormal (for restricted positions charged to functions 7200-7700 & 7120 in IC Pool)						7200 - 7700 & 7120		1000 - 3999 - abnormal separation costs only

		01, 09, 62		Plant M & O - Central Admin.						8100 - 8400		1000-5999 - except 5100; times pct. of salary & benefits for other general admin & data processing

		01, 09, 62		Facility Rents/Leases - Central Admin.		0000-1999				8700		1000-5999; times pct. of salary & benefits for other general admin & data processing

		BASE COSTS = DENOMINATOR

		DENOMINATOR INCREASE = INDIRECT COST RATE DECREASE

		DENOMINATOR DECREASE = INDIRECT COST RATE INCREASE

		Fund		Description		Resource		Goal		Function		Object

		01, 09, 62		Instruction						1000 - 1999		1000-5999 - except 5100

		01, 09, 62		Instruction - Related Services						2000 - 2999		1000-5999 - except 5100

		01, 09, 62		Pupil Services						3000 - 3999		1000-5999 - except 5100

		01, 09, 62		Ancillary Services						4000 - 4999		1000-5999 - except 5100

		01, 09, 62		Community Services						5000 - 5999		1000-5999 - except 5100

		01, 09, 62		Enterprise						6000		1000-5999 - except 5100

		01, 09, 62		Board and Superintendent						7100 - 7180 - except 7120		1000-5999

		01, 09, 62		External Financial Audit - Other						7191		5000-5999

		01, 09, 62		Other General Administration (restricted resources)		2000 - 9999				7200 - 7600		1000-5999 & 7380

		01, 09, 62		Other General Administration (unrestricted resources & specific goals)		0000 - 1999		0001 - 8999		7200 - 7600		1000-5999 & 7380

		01, 09, 62		Centralized Data Processing Services (restricted resources)		2000 - 9999				7700		1000-5999

		01, 09, 62		Centralized Data Processing Services (unrestricted resources & specific goals)		0000 - 1999		0001 - 8999		7700		1000-5999

		01, 09, 62		Plant M & O - except portion in IC Pool						8100 - 8400		1000-5999 - except 5100 and portion in IC Pool

		01, 09, 62		Facility Rents/Leases - except portion in IC Pool		0000 - 1999				8700		1000-5999 - except 5100 and portion in IC Pool

		01, 09, 62		Facility Rents/Leases (restricted)		2000 - 9999				8700		1000-5999 - except 5100

		01, 09, 62		SUBTRACT Employment Separation Costs - Normal - from Base		0000 - 1999						From Base sections above

		01, 09, 62		Employment Separation Costs - Abnormal - that were subtracted from IC Pool						7200-7700 & 7120		Only portions that were subtracted from IC Pool

		11		Adult Education						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		12		Child Development						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		13 & 61		Cafeteria						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		19 & 57		Foundation						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		01 = General Fund

		09 = Charter Schools Special Revenue Fund

		62 = Charter Schools Enterprise Fund





form icr map (2)

		WHERE DO THE NUMBERS COME FROM?

		INDIRECT COST RATE WORKSHEET (SACS Form ICR)

		INDIRECT COST POOL = NUMERATOR

		INDIRECT COST POOL INCREASE (NUMERATOR) = INDIRECT COST RATE INCREASE

		NUMERATOR DECREASE = INDIRECT COST RATE DECREASE

		Fund		Description		Resource		Goal		Function		Object

		01, 09, and 62		Other General Administration						7200 - 7600		1000-5999 & 7380 - except portion charged in Base below

		01, 09, and 62		Centralized Data Processing						7700		1000-5999 - except portion charged in Base below

		01, 09, and 62		External Financial Audit - Single Audit						7190		5000-5999

		01, 09, and 62		Staff Relations & Negotiations						7120		1000-5999

		01, 09, and 62		Employment Separation Costs - Normal (for restricted positions charged in Base below)		0000-1999						1000 - 3999

		01, 09, and 62		SUBTRACT Employment Separation Costs - Abnormal (for restricted positions charged to FUNCTIONS 7200-7700 & 7120 included in Other Gen'l Admin or Staff Relations and Negotiations in IC Pool above)						7200 - 7700 & 7120		SUBTRACT 1000 - 3999 for abnormal separation costs

		01, 09, and 62		Plant M & O - Central Admin.						8100 - 8400		1000-5999 - except 5100; multiplied by pct. of salary/benefits for other general admin & data processing

		01, 09, and 62		Facility Rents/Leases - Central Admin.		0000-1999				8700		1000-5999; multiplied by pct. of salary/benefits for other general admin & data processing

		BASE COSTS = DENOMINATOR

		BASE COSTS (DENOMINATOR) INCREASE = INDIRECT COST RATE DECREASE

		BASE COSTS (DENOMINATOR) DECREASE = INDIRECT COST RATE INCREASE

		Fund		Description		Resource		Goal		Function		Object

		01, 09, and 62		Instruction						1000 - 1999		1000-5999 - except 5100

		01, 09, and 62		Instruction - Related Services						2000 - 2999		1000-5999 - except 5100

		01, 09, and 62		Pupil Services						3000 - 3999		1000-5999 - except 5100

		01, 09, and 62		Ancillary Services						4000 - 4999		1000-5999 - except 5100

		01, 09, and 62		Community Services						5000 - 5999		1000-5999 - except 5100

		01, 09, and 62		Enterprise						6000		1000-5999 - except 5100

		01, 09, and 62		Board and Superintendent						7100 - 7180, except 7120		1000-5999

		01, 09, and 62		External Financial Audit - Other						7191		5000-5999

		01, 09, and 62		Other General Administration (restricted resources)		2000 - 9999				7200 - 7600		1000-5999 & 7380

		01, 09, and 62		Other General Administration (unrestricted resources/specific goals)		0000 - 1999		0001 - 8999		7200 - 7600		1000-5999 & 7380

		01, 09, and 62		Centralized Data Processing Services (restricted resources)		2000 - 9999				7700		1000-5999

		01, 09, and 62		Centralized Data Processing Services (unrestricted resources/specific goals)		0000 - 1999		0001 - 8999		7700		1000-5999

		01, 09, and 62		Plant M & O - except portion in IC Pool above						8100 - 8400		1000-5999 - except 5100 and portion in IC Pool above

		01, 09, and 62		Facility Rents/Leases - except portion in IC Pool above		0000 - 1999				8700		1000-5999 - except 5100 and portion in IC Pool above

		01, 09, and 62		Facility Rents/Leases (restricted)		2000 - 9999				8700		1000-5999 - except 5100

		01, 09, and 62		SUBTRACT Employment Separation Costs - Normal - from Base above		0000 - 1999						SUBTRACT - from Base sections above

		01, 09, and 62		Employment Separation Costs - Abnormal - that were subtracted from IC Pool above						7200-7700 & 7120		Add portions that were subtracted from IC Pool above

		11		Adult Education						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		12		Child Development						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		13 and 61		Cafeteria						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		19 and 57		Foundation						1000-6999; 8100-8400; 8700		1000-5999 - except 5100

		01 = General Fund

		09 = Charter Schools Special Revenue Fund

		62 = Charter Schools Enterprise Fund





form icr map

		WHERE DO THE NUMBERS COME FROM?

		INDIRECT COST RATE WORKSHEET (SACS Form ICR)

		INDIRECT COST POOL = NUMERATOR

		INDIRECT COST POOL INCREASE (NUMERATOR) = INDIRECT COST RATE INCREASE

		NUMERATOR DECREASE = INDIRECT COST RATE DECREASE

		Fund		Description		Resource		Goal		Function		Object

		01, 09, and 62		Other General Administration						7200 - 7600

		01, 09, and 62		Centralized Data Processing						7700

		01, 09, and 62		External Financial Audit - Single Audit						7190		5000-5999

		01, 09, and 62		Staff Relations & Negotiations						7120		1000-5999

		01, 09, and 62				0000-1999						1000 - 3999

		01, 09, and 62								7200 - 7700 & 7120

		01, 09, and 62		Plant M & O - Central Admin.						8100 - 8400

		01, 09, and 62		Facility Rents/Leases - Central Admin.		0000-1999				8700

		BASE COSTS = DENOMINATOR

		Fund		Description		Resource		Goal		Function		Object

		01, 09, and 62		Instruction						1000 - 1999

		01, 09, and 62		Instruction - Related Services						2000 - 2999

		01, 09, and 62		Pupil Services						3000 - 3999

		01, 09, and 62		Ancillary Services						4000 - 4999

		01, 09, and 62		Community Services						5000 - 5999

		01, 09, and 62		Enterprise						6000

		01, 09, and 62		Board and Superintendent								1000-5999

		01, 09, and 62		External Financial Audit - Other						7191		5000-5999

		01, 09, and 62		Other General Administration (restricted resources)		2000 - 9999				7200 - 7600		1000-5999 & 7380

		01, 09, and 62		Other General Administration (unrestricted resources/specific goals)		0000 - 1999		0001 - 8999		7200 - 7600		1000-5999 & 7380

		01, 09, and 62		Centralized Data Processing Services (restricted resources)		2000 - 9999				7700		1000-5999

		01, 09, and 62		Centralized Data Processing Services (unrestricted resources/specific goals)		0000 - 1999		0001 - 8999		7700		1000-5999

		01, 09, and 62								8100 - 8400

		01, 09, and 62				0000 - 1999				8700

		01, 09, and 62		Facility Rents/Leases (restricted)		2000 - 9999				8700

		01, 09, and 62				0000 - 1999

		01, 09, and 62								7200-7700 & 7120

		11		Adult Education						1000-6999; 8100-8400; 8700

		12		Child Development						1000-6999; 8100-8400; 8700

		13 and 61		Cafeteria						1000-6999; 8100-8400; 8700

		19 and 57		Foundation						1000-6999; 8100-8400; 8700

		01 = General Fund

		09 = Charter Schools Special Revenue Fund

		62 = Charter Schools Enterprise Fund
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				PART I - Classroom Units

				When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool of indirect costs. The portion

						Note: These CU counts are for indirect cost purposes only and are separate and apart from the CU counts (if any) entered on the program cost report. The CU counts for lines A and B below should reflect the total space occupied for each function (and goal,

				A.		Enter the classroom units for Undistributed Goal 0000 for: Other General Administration (Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance and operations (Functions 8100-8400)

				B.		Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation (Function 3600), Food Services (Function 3700), Community Services (Functions 5000-5999), and Board and Superintendent (Functions 7100-7180)

				C.		Total classroom units (A plus B)

				D.		Percentage of total classroom units attributable to other general administration, centralized data processing, and plant maintenance & operations [A divided by C]

				PART II - Data Processing Services (General Fund)

				Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should be LEA-wide administrative costs

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 1 of 2



CLASSROOM UNIT DISTRIBUTION METHODOLOGY WILL CHANGE IN 2007/08. IT WILL BE DISTRIBUTED BY ADMINISTRATIVE PERCENTAGES.
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

				2		Centralized Data Processing (Goals 0000 and 9000, Function 7700)

				3		Plant Maintenance & Operations - central administration portion (Functions 8100-8400, Objects 1100-5900 times Item D from Part I Classroom Units)

				4		Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 times Item D from Part I Classroom Units)

				5		Total Indirect Costs [sum A1 through A4]

				6		Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd prior year indirect cost rate of 0% times B14)]

				7		Total Adjusted Indirect Costs [A5 plus A6]

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

				2		Centralized Data Processing (Goals 0000 and 9000, Function 7700)

				3		Plant Maintenance & Operations - central administration portion (Functions 8100-8400, Objects 1100-5900 times Item D from Part I Classroom Units)

				4		Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 times Item D from Part I Classroom Units)

				5		Total Indirect Costs [sum A1 through A4]

				6		Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd prior year indirect cost rate of 0% times B14)]

				7		Total Adjusted Indirect Costs [A5 plus A6]

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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		CURRENT METHODOLOGY

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		District Indirect Cost Rate						6.05%

		Indirect Cost $ Received						$907,500		(A)

		SUBAGREEMENT CHANGE - OBJECT 5100

		Total Expenditures Subject to Indirect Cost Rate						$15,000,000

		Minus Subagreement Cost:		Subagreement Cost		Object Code 5800		Object Code 5100

				(object code 5xxx)		(up to $25,000)		(Cost - Obj.5800)

		Transportation		$1,925,000		$25,000		$1,900,000

		NPS		$375,000		$25,000		$350,000

		School Safety Contract with Police Dept.		$225,000		$25,000		$200,000

		Grant Writer		$175,000		$25,000		$150,000

		TOTAL		$2,700,000		$100,000		$2,600,000

		Adjusted Expenditures Subject to Indirect Cost Rate						$12,400,000

		(total expenditures minus object 5100 expenditures )

		District Adjusted Indirect Cost Rate						6.31%

		(using CDE's new methodology)

		Adjusted Indirect Cost $ Received						$782,440		(B)

		Change in Indirect Cost $ Received						($125,060)		(A-B)





Sheet2

		

		After School Safety and Planning Grant

		Grant Amount		$150,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

		CURRENT		Amount		Object Code		In Indirect Cost Base?				Contract for Home to School Transportation		$2,000,000		5800		Yes

		Subagreement to Police Department		$75,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes				NEW

		TOTAL		$150,000								Contract for Home to School Transportation		$1,975,000		5100		No

		NEW												$25,000		5800		Yes

		Subagreement to Police Department		$50,000		5100		No				TOTAL		$2,000,000

				$25,000		5800		Yes

		sub-total		$75,000								CURRENT		Amount		Object Code		In Indirect Cost Base?

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

		District Utilized Expenditures		$75,000		1000-5000		Yes

		TOTAL		$150,000								NEW (no change)

												Bus Lease/District Provides Transportation		$500,000		5800		Yes

												Entitlement		$20,000

												CURRENT		Amount		Object Code		In Indirect Cost Base?

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000

												NEW (no change)

												Consultant Contract for Evaluations		$5,000		5800		Yes

												Other Expenditures		$15,000		1000-5000		Yes

												TOTAL		$20,000
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		FUND		RESOURCE		GOAL		FUNCTION		OBJECT

		01		6500		5001		2100		58xx
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				PART I - Classroom Units

				When calculating a restricted indirect cost rate, California's indirect cost plan allows for including a portion of Plant Maintenance and Operations (Function 8100) and Facilities Rents and Leases (Function 8700) in the pool of indirect costs. The portion

						Note: These CU counts are for indirect cost purposes only and are separate and apart from the CU counts (if any) entered on the program cost report. The CU counts for lines A and B below should reflect the total space occupied for each function (and goal,

				A.		Enter the classroom units for Undistributed Goal 0000 for: Other General Administration (Functions 7200-7600), Centralized Data Processing (Function 7700) and Plan Maintenance and operations (Functions 8100-8400)

				B.		Enter the classroom units for: Instruction (Functions 1000-1999), Pupil Transportation (Function 3600), Food Services (Function 3700), Community Services (Functions 5000-5999), and Board and Superintendent (Functions 7100-7180)

				C.		Total classroom units (A plus B)

				D.		Percentage of total classroom units attributable to other general administration, centralized data processing, and plant maintenance & operations [A divided by C]

				PART II - Data Processing Services (General Fund)

				Adjusting of data processing costs in Part II of Form ICR is no longer available. Data processing costs charged to Function 7700, Centralized Data Processing, with an Undistributed Goal (0000 or 9000), by definition should be LEA-wide administrative costs

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 1 of 2



CLASSROOM UNIT DISTRIBUTION METHODOLOGY WILL CHANGE IN 2007/08. IT WILL BE DISTRIBUTED BY ADMINISTRATIVE PERCENTAGES.
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				Unaudited Actuals				FORM ICR

				2005/06 Unaudited Actuals				DISTRICT

				Indirect Cost Rate Worksheet

				A.		Indirect Costs

				1		Other General Administration (Functions 7200-7600, Objects 1100-5900 and 7380)

				2		Centralized Data Processing (Goals 0000 and 9000, Function 7700)

				3		Plant Maintenance & Operations - central administration portion (Functions 8100-8400, Objects 1100-5900 times Item D from Part I Classroom Units)

				4		Facilities Rents & Leases - central administration portion (Function 8500, Objects 1100-5900 times Item D from Part I Classroom Units)

				5		Total Indirect Costs [sum A1 through A4]

				6		Carry-Forward Adjustment [A5 plus 2nd prior year carry-forward adjustment of $, minus (2nd prior year indirect cost rate of 0% times B14)]

				7		Total Adjusted Indirect Costs [A5 plus A6]

				B.		Base Costs

				1		Instruction (Functions 1000-1999, Objects 1100-5900)

				2		Instruction-Related Services (Functions 2000-2999, Objects 1100-5900)

				3		Pupil Services (Functions 3000-3999, Objects 1100-5900)

				4		Ancillary Services (Functions 4000-4999, Objects 1100-5900)

				5		Community Services (Functions 5000-5999, Objects 1100-5900)

				6		Board and Superintendent (Functions 7100-7180, Objects 1100-5900)

				7		Data Processing Services (Goals 0001-8999, Function 7700, Objects 1100-5900)

				8		Plant Maintenance & Operations - all except central administration portion (Functions 8100-8400, Objects 1100-5900 minus A3)

				9		Facilities Rents & Leases - all except central administration portion (Function 8700, Objects 1100-5900 minus A4)

				10		Adult Education (Fund 11, Objects 1100-5900

				11		Child Development (Fund 12, Objects 1100-5900)

				12		Cafeteria (Funds 13 and 61, Objects 1100-5900)

				13		Foundation (Funds 19 and 57, Objects 1100-5900)

				14		Total Base Costs (Sum B1 through B13)

				C.

				D.

				California Dept of Education

				SACS Financial Reporting Software - 2006.2.0

				File: ICR (Rev 05/24/2006)				Page 2 of 2
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