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GARY GONZALEZ:  So with that, I’m going to turn things over now to Maggie Ewell; she’s in the Division of Policy, Review and Resolution at the Office of Grants Management.  Maggie, take it away.

MAGGIE EWELL:  Thanks so much, Gary.

Welcome, everyone.  We are here today to give you guys an opportunity to ask questions around the fiscal and administrative aspects of your grant.  In preparation for today’s training, we asked everyone to take three prerecorded trainings we have available on our – kind of like our Community of Practice.  So basically, we call it a resource page on Workforce3 One that has all of our online training.  Those were a session on administrative and indirect costs – what’s the difference – and online training on cost principles and selected items of cost, and also the uniform administrative requirement.

So today we’re going to give you – start by giving you a very big-picture overview and refresher of those three trainings.  By brief – I think you had about three hours, or maybe a little bit more, of training leading up to this – we’re going to do about 15 minutes, just to refresh everyone’s memory and hammer home those key principles.  And then we’re going to open it to questions.  I do want to note that when you’re typing in your questions, we are at a fairly high level here.  So if you’re asking about very specific indirect costs and whether it’s allowable, it’s difficult for us to make an assessment over the phone.  Oftentimes we need to have some detailed information such as your indirect cost rate, the base you’re using, your grant award amount, kind of what your budget is.

So as we’re going through our presentation, feel free to ask general questions.  If you are looking for that granular level of grantee-specific information, again, at the end I’ll reiterate the information categories we’d need.  You can send that to your FPO, and we can work with you to get you a specific answer.

And with that, I am going to turn it over to Kevin Brumback, who is a teammate of mine, and he is going to cover indirect and admin costs.

KEVIN BRUMBACK:  Great; thank you, Maggie.  And first of all, congratulations.  Congratulations on your new TAACCCT award – your award graded on the merits of your proposal based on the criteria we’ve laid out in the SGA.  So first of all, congratulations, and we look forward to working with you.

Just a quick overview of some of the process.  Maggie and I represent the Division on Policy, Review and Resolution here in the national office.  But we work closely with your – the federal staff in each region, the FPOs, and we also work with the – you know, we also work somewhat with the Office of Cost Determination here in the national office, which I will talk briefly about in a moment.  But again, as Maggie references, today is largely a refresher for – and some key takeaways, and it’s based on the trainings you’ve already taken.  We’re going to cover administrative costs, which, for the purpose of these TAACCCT grants, are covered under – covered under the Workforce Investment Act; and I’ll get to that reference in a moment.

We’re going to discuss indirect costs, federal cost principles and the uniform administrative requirements that apply to these grants.  And again, as Maggie discussed, this is largely an overview; most of the bulk of the time is going to be devoted to Q-and-A.  So – talk a little bit about administrative costs.  Now, these grants might be from – this is Department of Labor – Employment and Trading Administration – grant administrative costs, indirect costs, direct costs – these might be a little bit different than what you’re used to, especially if you’re familiar with your Department of Education grants.

Administrative costs that are – administrative costs are those costs that are incurred as you implement and operate your grant, and they must be tracked and reported separately.  There is an administrative cost limitation associated with your ETA grant, so it is imperative that you understand the distinction between program and admin costs as you classify and report your expenditures.  And unlike some other federal programs, we have distinctions between administrative and program costs.

So in this session, we’ll cover administrative costs in detail and provide guidance on how you can correctly classify the costs to either the administration or program costs category.  And we have also – I believe we’ve also provided you some slides, a handout that discusses how to break down administrative costs from between program and admin, and also the handout on how to classify your costs as being either program or admin.

So again – so generally, administrative costs relate to the coordination and provision of general administrative functions.  And these costs can be either personnel or nonpersonnel and both direct and indirect costs.  Program activities – what are program activities?  Well, those are all costs that relate to the direct provision of services – (inaudible) – participants and employers.  Now, your cost classification structure must provide the capability to track costs for each of these two categories and provide supporting documentation in support of how each cost is charged.

So as I briefly mentioned, administrative costs – where do we define administrative costs of these grants?  Well, these are referenced in your grant agreement.  The authority comes from 20 CFR 667.220 in our regulations under the Workforce Investment Act.  And the handout you’ve provided has a – is a fleshing-out of that requirement that’s referenced in 20 CFR 667.220.  So the definition contains specific lists of functions that are not related to direct services – either participants or employers.  In short, administrative costs are the allocable portion of necessary and reasonable costs that are not related to direct provision of workforce services.

MS. EWELL:  Or services under your grant.

MR. BRUMBACK:  Or services under your grant; thank you, Maggie.  And I’ve mentioned the handout that we have developed that talks about the distinction between administrative and program.

And as I mentioned to you earlier, administrative costs are function-based, and – as the regulation specifies.  So this slide on the handout describes the overall general administrative functions which must be classified as administrative costs.  So these types of costs are found in every organization and do not relate to the direct provision of services to – (inaudible) – employers.

So this listing can be found at, again, 20 CFR 667.220 – specifically B, which includes the following functions:  accounting, budgeting, financial and cash management, procurement, purchasing, personnel, property management, payroll, audit, general legal services.  So administrative costs also includes coordinating the resolution of audit and monitoring reviews and investigations, and developing systems and procedures, including information systems, required for the administrative functions that I just discussed.

Administrative – so what is the administrative cost limitation?  So for these grants, as referenced in the SGA – page 21 of your SGA – the administrative costs are limited to 10 percent of the overall grant award.  So your overall grant award, let’s say, is a million (dollars) – ten percent of that, a hundred thousand (dollars), would be limited to administrative costs.

Now, for consortiums – all consortium members – that also would be 10 percent of the total grant award.  And as I referenced earlier, administrative costs can include direct and indirect administrative costs.  Now, we’ll get into this in a little bit more detail; but this is one of the more challenging aspects of ETA grants, is further separating out direct and indirect.  But our staff and FPO staff will be helping you with that.  But as you’ve seen through the training, you’ve probably gotten – already gotten a flavor for how that process is done.

And I – so how is – how is – you should be tracking your administrative costs as you go throughout the life of your grant.  Now, the compliance to the – stay the within the 10 percent is actually measured at the end of the grant.  But we obviously don’t want you to be getting to the end of your grant, realize that you’re over the administrative cost cap of 10 percent and then run into possibly disallowed costs.

That is why we hold these trainings; that’s why we encourage you to work with your FPO.  That’s why your FPO works with the Office of Cost Determination to keep an eye on your indirect costs and your administrative costs to make sure you’re staying in compliance with the 10 percent.  Otherwise, costs that are over the 10 percent could theoretically be disallowed if they’re not allowable stand-in costs.

MR. GONZALEZ (?):  And – not to cut in, Kevin, but I think we just had a question related to the last slide:  Is the 10 percent based upon total grant award or the direct costs?

MR. BRUMBACK:  Good question.  It’s based on the total grant award.  So again, if the total grant award was $1 million, 10 percent of that would be a hundred thousand dollars.  We have other grant programs for a diminished rate of cost as based on actual expenditures or on direct costs; but no, it’s based on the total grant award.

MS. EWELL:  And that goes for the consortium – that it’s not 10 percent – it’s 10 percent for the whole award.  So that has to be broken down, and the lead is the coordinator of tracking and reporting that.

MR. BRUMBACK:  Correct.  That does not mean each consortium member grantee is entitled to the 10 percent of the award; it means the total – 10 percent of the total award.

MS. EWELL:  Correct.

MR. BRUMBACK:  Thank you.

A little bit more about indirect costs – so – and again, as I mentioned, this is – can be one of the more challenging parts of managing your grant, but we’re here to help.  Here’s an – and I said – it’s more – it has generally been – it’s tough even for those with the seasoned grantees.  But direct costs – one way to identify direct costs versus indirect costs – it’s usually easier to start with, well, what are direct costs?  Direct costs are generally pretty straightforward, but indirect costs can be a little bit more confusing.  So direct costs are those costs that can be readily attributed to a specific grant.  And you’re encouraged to direct charge as often as possible. Now, direct costs can be both program and admin.

So what are indirect costs?  Well, indirect costs are those that are – costs that are incurred for a common or joint purpose, benefit more than one cost objective and are not readily assignable to a specific funding source or grant.  Indirect costs of an organization are usually accumulated in an indirect cost pool, and then they are recaptured and charged to appropriate funding sources and grants through the application of an indirect cost rate.  And indirect costs are only chargeable to a grant through an approved indirect cost rate agreement or cost allocation plan.  And the SGA describes the necessity to have an indirect cost rate if you intend to charge indirect cost into these grants.  And as I’ve mentioned, direct costs and indirect costs can be both administrative and program, and I’ll get to that more in just a moment.

So cost allocation – so what is cost allocation?  Well, cost allocation is the process used to distribute costs final – to a final cost objective based on the concept of benefit received.  And costs allow allocability as a measure of the extent to which a cost benefits the grant program in general and its cost objectives in particular.  Now, some costs are directly charged to one cost objective; some costs are shared between multiple cost objectives.  Some costs or indirect costs distributed to final cost objectives by pools and in the use of appropriate allocation bases.  Now, these process – the cost principles at 2 CFR 220, 2 CFR 225, 2 CFR 230.  And – (inaudible) – 48 CFR 31.2 provide guidelines on the cost allocation process.

And final cost objectives for ETA grants are the funding source and required cost categories for accounting and reporting accrued expenditures based on programming or grant-specific requirements.  So for the purposes of this training, what we’re talking about is – we’re talking, essentially, kind of a three-step process of cost allocation.  First step would be allocating cost to your TAACCCT grant.  If you’re incurring costs and you’re using TAACCCT funds, those costs should be incurring costs to support the TAACCCT program and using TAACCCT funds – you’re essentially allocating those costs back to – back to the program. So that’s kind of an obvious kind of high-level interpretation of allocation.  The next point was that within those costs – within your grant award costs, you could be splitting them between direct and indirect costs.  So those costs that are in your grant that are direct costs would be tracked, as well as the indirect costs.  So the combination of the direct and the indirect costs would total your total grant costs.

And then within those two categories, you’re also going to split between admin and program.  So – and again, the trainings covered some of this, and we’ve already discussed some of this, and we’ll get to it in a little bit more – in detail as well.  But that is essentially what we are asking you to do in terms of cost allocations – (inaudible).

Now, administrative costs are not – do not equate to indirect costs, and I think that’s probably one of the – if there’s one – one of the big takeaways to take away from today is that they are not synonymous.  We understand that under other federal programs and other – and education grants often equate administrative costs with indirect costs.  So for us, it’s a little bit more – little bit more involved than that.  So – and for ETA grants, administrative cost limits or caps are the percent of the total grant award, as I’ve already discussed; and indirect cost rates are a percent of the specific direct cost base, such as direct salaries or total direct costs.

MS. EWELL:  OK, thank you, Kevin.  Thanks for the quick review.

Some of that might be familiar; we did – we did crib some of those slides from the ones that, hopefully, you watched.  And so at this point, if there are any questions, feel free to enter them.  We did get a few submitted in advance of the webinar that I was going to walk through a bit.  And they really illustrated, probably, some of the lingering confusion about indirect cost rates versus the admin cost limit and the relationship between indirect and admin.

And so the first question had to do around the rate – their indirect cost rate being negotiated at a percentage of salaries.  And so she wondered that – if it’s based on salaries alone, is all of their indirect cost administrative and not program?  And we just wanted to emphasize that the allocation base for your FNA (ph) costs and for – you know, you call them FNA (ph); we’re – generally refer to them as indirect or overhead costs – they can be based on direct salaries.  They may be based on total direct costs or modified total direct costs.  There is no relationships between the allocation base and then determining whether those costs are program and admin.  

You would have to look to the definition in the Workforce Investment Act to make the determination.  So what we have you do is look at your indirect cost pool, the cost that you submitted to your – the Office of Cross-Determination – I think everyone here uses HHF as an educational entity.  You would have to look in that pool to identify which costs of those were administrative in nature.  And as we talked about in the online training, what we recommend is you develop a percentage of your pool that is administrative in nature, and you apply that to the indirect costs charged to the grant.

(Pause.)

I think Kevin already answered this in our presentation.  The second question we received was, are administrative costs limited to 10 percent of the award or 10 percent of reimbursed expenses?  Admin is 10 percent of the total grant award.

(Pause.)

OK, so then the third question was for – about if admin costs are – excuse me, 300,000 (dollars) for the entire grant award, but the indirect cost that they are allowed to charge with their negotiated rate are 312,000 (dollars), it said, well, if our indirects are all administrative – which they may or may not be, depending on what the costs are in your pool – they wondered then – the most they could claim is the 300,000 (dollars) in their approved rate.  However, they wondered if they could reduce the amount of indirects by the amount of directs, paid with grant funds for administration.  

And – and that’s – it’s kind of muddling the water.  Our administrative costs are the sum of the direct administrative costs plus indirect.  So in the example you provided, you would not be able to claim any indirect – or excuse me, you would not be able to claim direct administrative costs if your entire indirect cost rate was administrative, because you actually could not claim all of your indirect costs, because you would have then exceeded the administrative cap.

In our experience, it’s very rare that an entity’s entire indirect cost pool is administrative in nature.  There are a couple of reasons for that.  For example, if you are looking at a total direct cost face or a modified direct cost face, you – like we have facilities in your base – under our definition of administration, facilities and space can be programmatic if they’re serving the program. 

Under what educational entities are more familiar with, you consider those on administrative side.  So that’s one thing to look at in particular if you’re looking in your pool, that the space where this work is happening under the grant, that can be programmatic in nature, therefore it can be – it doesn’t have to be part of the cost claimed as indirect on the administrative cost of your indirect piece.

For salaries, if you are using the salaries base, you may have people in your pool that are at the high level of your college or people who are, you know, that again cross all these categories, but they may or may not be administrative in nature.  They may be people who do programmatic work.  And if that’s the case – you know, one thing that came to mind is perhaps the vice president of the college who kind of is in the pool because they’re across all of the things, but they are doing some direct work on your program pass, or convening meetings or things like that – that’s programmatic work.  That is not administrative under the Workforce Investment Act definition.

So it’s really important to again, pull out your pool, and look at those costs and compare it to our definition.  And Kevin mentioned the handouts.  Through Webinar, we can’t actually get you paper, but I know when you logged in, we had two – oh, and they’re there on the bottom left, file share – thank you, Jerry for highlighting them – you can pull down those handouts.  The one that’s labeled Admin Cost Allocation-0001 actually gives a list of costs, and then it has checkmarks in two columns.  

There’s some costs that are strictly administrative and there are some that have X’s in both categories, and that’s because – it may be that that person is doing programmatic work for your grant, but on a different program that would be administrative.  So you really have to again think back to, you know, the function definitions in Workforce Investment Act, and see where they fit in.  

(Pause.)

OK, this is the hardest part of the webinar – I can’t look at the room and see your faces, so I’m going to hope everyone’s nodding; if not, please put a comment in the comment box.

So we had another question here about a project coordinator working on an equipment list connecting it to the program requirements, and they wondered if those hours should be coded as administrative or budget or programmatic.  

Without knowing a lot of information, I can’t give you a definitive answer, but what I can say is that if that project coordinator is working on an activity that’s directly tied to programmatic work, such as the equipment for the grant, then it would appear to be more aligned with a programmatic function than an administrative function.  Kevin pointed out that perhaps the equipment you’re looking to purchase is an – administrative equipment, then it would more likely be more on the administrative side.  But if you’re – if it’s equipment that you’re procuring for the training piece of the – of your activities, that’s programmatic alignment. 

(Pause.)

OK, so – oh, Gary, you did a poll, thank you.  We have a lot of sort ofs.  I understand the sort ofs.  (Laughter.)  At least we have no nos, OK –

MR. BRUMBACK:  And just as Maggie pointed out, we have a poll at the top left hand of your screen, and we are quickly asking you, is all of this making sense, then you can choose from yes, no or sort of.  (Off-mic.)

MS. EWELL:  Hey, so the last question we received was a fun one about consortiums.  So if you’re not a consortium member, you can take like a little pause.  But so the person said that, you know, they have – I think it was the same person as the previous one – so we’re assuming that they have the 25 percent negotiated rate, and they’re part of a consortium, and their budget under the consortium has them indirect costing 8 percent of the total award, but they, I guess, received less equipment.  

But they wondered, because their negotiated rate is based on salaries, they wondered if they’re only allowed 8 percent of salaries for 8 percent of their expenses, less equipment.  And this is a case where really the apples and oranges are being mixed a lot in the basket, and we actually suggest that you don’t – putting down that under your consortium, you’re getting 8 percent, and that’s what you’re going to charge for indirect costs is really – has no – has no implication or meaning to us.  You – what we recommend you do is you talk in dollars.  

And so you know that your indirect cost rate is 25 percent, and so you would figure out what – if it’s 25 percent of total direct salaries that you know that – so you say, OK, under my consortium grant, my personnel line under consortium for the total direct salaries is going to be 300,000 (dollars), and I know that my 25 percent of that – and I should have picked a number where I could do better math – (laughs) – in my head, quickly – you would look at that.  And that’s your high line, that’s how much you could charge to the grant.  

Then you have to figure out, well, how much was I planning to, because that 8 percent that you’re talking about could very well be – exceed the amount of your indirect cost rate.  You need to calculate the numbers.  And that’s what’s going to get you to figure out, under the consortium grant, am I charging indirects in alignment with my rate?

(Pause.)

The question is, do we need to apply for indirect cost rates?  

If you are claiming indirect costs under the grant, you must have an indirect cost rate, and that goes whether you’re a consortium member or the lead.  If you do not have a rate, there are instructions in the grant agreement; I’m not sure if leads have given the consortium members copies of the agreement, but you can get it from your lead.  Because you’re an educational institution, you are likely cognizant agencies for the Department of Health and Human Services, and they can help you through that.

If you have questions just about the indirect cost rate process in general, we will get to the slide, but we – the Department of Labor has an office of cost determination, and they are – they are always happy to speak with our grantees in the system.  And they have a website that has a fairly extensive Q-and-A on the process of applying and some examples.  And so at the end of this presentation, we have their web address as a resource for you up on the slide.  Now again, they are not where you would likely submit your package, because I don’t believe that we would be your cognizant agency unless the Department of Labor was the majority of your educational institution fund.

(Pause.)  

Will there be training for sub grantees?  There are no sub grantees under the TAACCCT grants.  There is no sub grant authority.  So I know that there are plans for more detailed training for TAACCCT grantees as well as their consortium members early in 2013, and Kevin and I are working on detailed training that we hope could even be focused at your fiscal staff.  But I’m not – if you have a different take with the sub grantees, let us know, and we can answer that.

MS.
:  And I’m going to take this opportunity to let you know that if you are a consortium member but not the lead, please communicate with the lead of your grant before sending a question to the Tech mailbox or to your SPO, because they may very well know the answer to your question, and it may even be a question that’s best asked of them.  So please do that, thanks.

MS. EWELL:  All right, so let’s see – oh yeah, so let’s go back.  There’s one other slide that we think might help – I might have cut Kevin off too early.  Sorry about that, Kevin.

MR. BRUMBACK:  It’s OK, Maggie.

MS. EWELL:  It’s because you just got back from a vacation, so I’m – so I’m making it hard for him.

MR. BRUMBACK:  (Chuckles.)  So this slide is to stress and kind of reinforce the principles that we’ve been talking about today.  So at the top level, you can see it says, 550,000 (dollars) is your total grant award, so that is total TAACCCT award.  And then you can see that the bulk of that is for direct costs, 475,000 (dollars).  And there’s a portion of that – 75 is – it says that 75,000 (dollars), excuse me, that is indirect.  So, but – just adding the indirect and the direct is your total grant award.

Now, this graph also shows that 55,000 (dollars) of the total grant award is for administrative costs.  Now, if granted, getting used – to visually represent that, there is a portion of the administrative costs that are direct, and there’s a portion of the administrative costs that are – that are indirect.

Now, there’s also a portion of the direct that is programmed and a portion of the direct that is admin, and a portion of the indirect that is – that is programmed, and a portion of the indirect that is admin.  So you don’t get into that level of detail on this slide, but just to visualize that not all indirect is admin and not all direct is programming.

MS. EWELL:  Right, and we do recognize, and the slide does also acknowledge that probably that there is a good percentage of your indirect cost pool that is administrative in nature, because it’s those types of costs that more typically are admin functions, such as accounting.  But –

MR. BRUMBACK:  And – and in the training you took, we used a guide, like kind of rule of thumb, of 65-35, but that’s just for training purposes.  That’s not hard and fact based on your specific grant or your situation.  But that’s – again, reemphasize Maggie’s point that in general, we acknowledge that most – the bulk of administrative costs are indirect.

MS. EWELL:  Right, so the question is – so the part of the pie chart that is not in the triangle is programmed, and that is correct.  So that graphic demonstrates that little chunks of the yellow administrative – excuse me, the yellow indirect are programmatic, while the biggest chunk is administrative.  And there are teeny little chunks of the direct charges that are also administrative.

(Pause.)

And just a question about indirect cost rates, does the lead need to submit indirect costs rates for the consortium to DOL?  

For right now, we’re asking that the lead collect all of the indirect cost rates from the consortium members.  We are looking from, administratively, how we manage the consortium grants, and the requirements that we need to fulfill government-wide requirements.  And we’ll be getting back to grantees in early 2013 with some of – with specifics on what they need to submit.  But if the consortium lead has all of those rates, it wouldn’t – it will make it a much smoother process.

(Pause.)

OK, well, why doesn’t everyone think about direct and indirect costs, and I will jump fiscal and admin requirements overview.  Oh, and it’s a big smiley face, because it’s all of our favorite questions around reliable costs.  We tried to break it down – grant management is all very simple:  To stay out of trouble, you want to have written policies and procedures, sound business practices that are followed consistently over time. 

Each funding in your organization has – is been treated equally, with all costs being charged to the grant that are reasonable and necessary, and that would be done similarly by a prudent person called the Prudent Person Rule.  Now, we know that there aren’t a lot of prudent people in Washington, but we still look to you guys to employ the Prudent Person Rule as you implement your grant.  And finally, you want to ensure that the proportionate share of benefit received so that only the benefits the grant is charged – that only what benefits the grant is charged to the grant.

OK, let’s go onto the next slide.  So the cost principles are a set of government-wide rules that apply to all federal programs.  So any other federal grants you have, the cost principles still fall under them.  For you as educational institutions, you would need to follow 2 CFR 220, and that is the only set you need to know.  You do not have any subgrants; therefore you do not have any other types of entities that may have awards.  So all you need to know is 2 CFR 220.

The cost principles, in addition to being stand-alone and included as a requirement in your grant agreement, are incorporated by reference into the Department of Labor’s uniform administrative requirement.  And that is at 29 CFR 95.27.

OK.  So the cost principles go over basically three types of costs:  allowable, unallowable and allowable with conditions.  And hopefully you enjoyed the online training that we took, which went through all of the varying examples of types of cost.  In the cost principles, some items are listed as explicitly allowable, and those are where everyone’s job is fairly simple.  Some are listed explicitly as unallowable.  No one can purchase alcohol under a grant, for example.  And many of the costs are allowable with conditions.  So if you would like to charge the cost, there’s certain things that must apply.

If you have a cost that you’re looking to incur that is not listed in the cost principles, you need to look at it from the lens of is this cost necessary and reasonable?  And by that we mean, is it necessary to support the goals of the grant, and is the charge reasonable?  Many times you have a cost that is necessary to achieve the goals of the grant, but you might want to employ – we call the gold standard, rather than the fair market – what you’re doing at the rest of your university.  So that charge would not necessarily be reasonable.

On the flip side, you may want to do something perfectly allowable, such as procure a vehicle under your grant.  However, when you look at what you’d said you would do in your statement of work, it is not necessary to achieve the goals of your grant.  Therefore, while it’s allowable under the cost principles to purchase a car or a vehicle, it may not be necessary to the goals of your grant.

OK.  And the last one, again, is the allocability.  And we do look quite closely at this, particularly when you are blending programs and working to leverage things that are around there.  So if you are having a piece of equipment that is going to support TAACCCT programs and perhaps other programs, you would want to look at potentially allocating the cost of that.

Now, I will say, with the TAACCCT programs, we are looking at the allocability from a slightly different lens because they are capacity-building grants.  And so it’s definitely good to talk with your federal projects officer if you have any questions about the allocability of the equipment you’re purchasing or any of the services or other activities you’re providing – teachers’ salaries, things like that.  Because we don’t have participants under these grants, we are not looking it on a per-participant basis.  We are looking at it overall on a case-by-case basis.

The cost principles do have some other additional standards in them that you would want to look at.  These, again, go to consistency, that costs are being treated consistently for our program as well as others.  They go to the fact that you cannot do anything that’s a violation of your state law or federal law.  It has to be the net of all credit; so if you get a nice rebate on that piece of equipment that you purchased, you would only charge us for the amount left the credit.  And there’s others.  So I think those were gone through in your online training, but it – the cost principles are a very good, easy-to-understand guide for you in incurring allowable costs.

All right, next?  OK.  The uniform administrative requirements are codified by the Department of Labor at 29 CFR part 95; that’s for educational institutions, nonprofits and for-profits.  And they detail the requirements that you’re going to need for your grant around financial systems.  They’re – that says that you have to have a system in place to track our funds against other funds.  You have to make sure that you minimize the time between drawdown of DOL funds and your outlay of funds to your creditors so that you are – don’t have a state of cash on hand for extended periods of time.  If you have a system that allows you to report on an – support expenditures to us on an accrued basis, it does not mean you have to have your accounting system run on an accrual basis; it means that you have to have some type of linking spreadsheet or other methodology to track accruals.

The uniform administrative requirements cover reporting, the fact that you have to report to us, programmatically and fiscally, quarterly.  It also outlines the requirements for procurement.  In your case, you’re procuring vendor services; therefore, you would need to follow the rules around free and open competition.  It talks about program income, in the event you’re earning program income under your grant; property management, making sure that you are maintaining your inventory of all the equipment that you’re purchasing under those grants; and what to do in the event of disposition.  And then it covers the post-award requirements, including closeout.

So I didn’t want to take a lot of time on that, since I know you all completed the online training, which is quite comprehensive.  But I did want to touch on the highlights of what is covered.  And we just really wanted to open it up to questions.

(Pause.)

We did get a good question; thank you.  Is tuition considered program income under TAACCCT?  And the answer is no, it is not.

Question number six:  Are quarterly reports prepared on an accrual – based on accrual accounting?  The reports to us, yes, must be – you are reporting accrued expenditures.  So we are going to do an online training around financial reporting and the 9130 before your first report is due that will go into detail for the line-by-line.

But in the meantime, start thinking about the fact that you need to set up – most likely if you are operating on a cash basis – a (linking ?) spreadsheet that would track the accruals so that your – whoever is doing your report, if it’s your accounting person – would be able to have access to the accruals that are being – accruals that are being accrued.  That’s good.  It’s a Monday morning.  It’s late on the East Coast – Monday afternoon.  So the accruals – so that they can report the accrued expenditures.

(Pause.)

Someone asked about if certification tests that one department of the college provides at a charge to the grant participants is considered program income.  To be considered program income, the – it has to be something that was created under your grant and supported solely by your grant that you’re then earning profit from.  So for example, if you purchased a piece of equipment for our grant, and then you’re charging people outside of our grant to use that equipment for the times it’s not being used by the grant, that income would then – that would be program income for the grant, because that was solely done with grant funds.

Another example we use is we have youth grants around YouthBuild and construction.  And on rainy days, they can’t do construction.  So they build birdhouses, and then they sell them at fundraisers.  So that is program income.  Another one also is, like, people have developed fancy curriculum manuals, and they – and they sell them as well.  So those types of things are program income.

(Pause.)

No.  If the instructor’s payroll is charged to the grant, is the tuition and the – (above ?) the payroll considered program income?  No.  We’ve done a lot of research into tuition and what it’s comprised of.  And we really – we cannot see – and we’ve looked across our other federal agencies – that anyone who gives grants to educational institutions considers tuition to be the direct result of our grant funds.

So you know, we don’t see an instance where the tuition is being paid is, you know, definitely funneling in and paying for that – every single professor that is teaching that one person.  It’s not really broken down that way.  Tuition is comprised of so many – excuse me – tuition is one piece of a college’s big budget, and then how salaries are paid incorporates so many different strings.  And then there is so much that goes in when that person pays tuition that it doesn’t just go to salaries; it goes to upkeep of the institution and shoveling the sidewalks and, you know, the other types of facilities that are not related to the grant.

So we have looked at it that it’s not program income.  If you would really love to count it that way – (chuckles) – we can certainly talk more about it.  But you know, take a – take a breath, and that’s the way we’ve looked at it.

Can you cover tuition again?  Was it specific to instructor training?  (Inaudible.)  The question about tuition related to is the – was the tuition that students paid considered program income to the grant?  That had nothing to do with costs that the grant was paying.  So you’re correct that the grant cannot be used for direct student support.  But the tuition question I was answering is whether the tuition students pay must be reported to us as program income and spent on the grant, and the answer is no.

(Pause.)

For number 11 – so it sounds like no to my certification – my test about certification program income.  I cannot give you a firm answer on the phone; I don’t know enough of the details.  If you – if you – based on my information, if you have a concern that it still might be program income, I recommend you follow your FPO, who’s going to be able to get sufficient detail to give you an answer that would stand.

(Pause.)

We have a question about allowability of grant funds to be used for students who travel to take certification tests outside the community.  For that one, you know, I think this is another one of the areas where we look at things on a case-by-case basis, because you are prohibited from spending funds on individual direct student support services.  However, there are some student support services that – (inaudible) – broad that can be done.  And so we would need to get more information to see whether that fell into the direct participant training or whether it was the more broad student support services that were allowable.  So I would write up as much information as possible about what you’re planning to do and send that to your FPO.

(Pause.)

OK, number 12.  Subsequent to the end of the grant, if costs are disallowed, can leveraged resources – leveraged costs reported be substituted for the disallowed cost, provided the cost would have been allowable under the grant?  Absolutely.  And that is the number-one reason we strongly encourage you to report leveraged resources on your 9130.  If you get to the end of the grant and you’ve spent 11 percent of your funds on admin, you can stand in that leveraged resources for those disallowed costs and not owe us any money back.

(Pause.)

Number 13.  It was mentioned that there would be training.  Will it be in-person?  Will fiscal training be reiterated?  I think all of those details are still in development.  I can say that yes, we will be doing – reiterating and re-emphasizing the fiscal piece of this training and doing it in more detail, most definitely.

(Pause.)

Number 14.  Can funds be transferred from one college to another within a consortium?  You have a statement of work and a budget for what you agreed to do.  If you are proposing a change to that – and that change being transferring funds between consortium members – not only would that be a budget realignment; that would be a modification to your statement of work.  And you would need to submit that prior to any change being done through your FPO to the grant officer for approval.  And you would need to include why this needs to be done, how it still aligns with the goals of the grant, what the benefit is, and provide what other – whatever other information your FPO would like to see.

(Pause.)

We have another question about program income.  Is the course fee for noncredit course under the grant considered program income?  No tuition, so I guess if – (inaudible) – course fee, if it’s not tuition, we would not consider that program income.

(Pause.)

OK.  We have a(n) indirect cost question.  So let me take one second to read this one.  (Pause.)  OK.  So we have a question:  If the indirect cost rate is 30 percent but the admin is capped at 10 (percent), I’m unclear as to what sort of indirect costs are not considered admin costs.

It depends on what costs are in your indirect cost pool.  So if your 30 percent indirect cost rate is based on total direct costs or modified direct costs and included in the pool that you submitted, you had all of your facilities listed, including the facilities under which you are doing work under this grant.  Those facilities we would – under the WIA definition – consider programmatic.

So you could pool those costs – you could – you could say, OK, I’ve got – you know, looking at my pool, there’s 30 items, and 15 of these items are facilities.  Therefore, 50 percent of my pool costs – or – I’ m being very general here – (chuckles) – are programmatic, and 50 percent are admin.  

In that case, what you would do is you say, OK, my indirect cost rate is 30 percent of these total direct costs.  And my total direct costs under the grant are a million dollars.  That’s the admin charges out of your indirect costs pool.  So if your grant’s a million dollars and your admin cap is 10 percent, you can only charge for us, under indirect admin, 100(,000 dollars) out of that $150,000.  

(Pause.)

So it’s not a simple – so the indirect cost rate and the admin are not – the rate – the percentage, how you apply it, is to different things.  The 10 percent goes to the total grant award amount.  But to get a comparable number for the indirect, first you have to figure out – first you know your rate and your base and then you figure out the total indirect costs that you can charge to the grant based on the costs.  

So if its personnel, for example, you would look at how – what the personnel line in your – in your grant award is.  Then you apply your rate to that and you come up with your total amount.  And then you have to apply the percentage of your pool administrative and come up with a number.  So there’s kind of like a three or four step process on the indirect side to parallel what’s on the direct side.

(Pause.)

So someone – to follow-up – the administrative part of the indirect are those costs connected to the administration of the grant and not administration of the – at all – not all administration of the college.  

(Pause.)

Yes and no.  I mean, we’re programmatic.  So if you’re looking at the – the cost that you have in your indirect pool, which you may call administrative – if any of those are directly related to the program, directly related to provision of these services, then they’re going to be programmatic.  The rest of the costs that you have in there may be for the administration of our program or administration of your college, but you want to pull out those ones that are programmatic for our – under our definition.

(Pause.)

So someone’s asking for clarification.  So if their rate is 48 percent of salary and fringe, could I take all those costs as admin as long as I don’t exceed the 10 percent limit?

You absolutely could.  I would caution you though that if you do that without looking at your pool and it turns out some of those were charges that were programmatic, that would prevent you from taking any direct administrative charges. But if you look at it and you feel that you don’t have any direct admin or you’re – you know, you’re within that cap then you certainly can just consider that.

(Pause.)

 Right.  I have no other questions coming in.  Are there any other questions out there?  OK.  So again, we do have the two downloadables that go into – oh, we got one more.

Can you give me examples of direct administrative costs?  

Sure.  Let me look at my list here.  Let’s see.  Hold on one second.  (Pause.)  If you have someone on your staff who is doing procurement just for this program, only the equipment under this program – because you know some of your grants are, like, 50 percent equipment – and they’re just going to work on the procurement for that and they’re not in the indirect cost pool, they are – it would be – their salary would be a direct charge.  You hired that person just to handle the equipment procurement and management under the grant.  They would be – they could be administrative for that procurement.

OK.  Some of our lists – I’m trying to think of things that come to mind.  Having fun with our matrix as well.  (Pause.)  

MR.
:  Looks like a fax machine can only be used with this grant.

MS. EWELL:  Sure.  If you have, you know, computers or fax machines or anything that’s strictly used for this grant, but it’s not being used for programmatic services, it’s used to support the administration.  So you’re getting new – something new for the accounting staff, the other staff associated with the grants.  And I recognize it’s a little bit different because you’re in big, large colleges.  You likely have accounting divisions that are separate from your division, an HR division separate from your division.  So you’re a little different than some of our smaller, nonprofit-type grants. 

Where are the administrative versus program costs reported on the 9130?

On the 9130, we have a separate line.  So you basically report to us all of your crude expenditures.  And under that, you then report to us the subset, which are administrative.  Oh, someone helped me with an example.  Auditing would be a direct admin.  So right – so if you hire an auditor just for this program and you’re charging it directly to the grant, it would be direct admin.  Thank you.  Thank you for the assistance from the field.  I appreciate it.

The service will benefit all populations and not just the population we’re trying to build capacity.  Is it 100 percent allowable?

That is the type of question I said we’re looking at on a case-by-case basis.  In other types of grants, we look at it on a participant basis – how many participants are benefiting out of the whole?  But because the TAACCCT grants don’t support participants, we look at it from a different lens.  And so we need to – we would specifically need to look at what your statement of work said and compare that to then what your plans for the equipment are.  And we would make an assessment about – (inaudible) – then.  So get in touch with your FPO.

(Pause.)

Function based – travel of the program director, plant versus conferences. 

I’m not sure what plants are.  I guess maybe manufacturing plants.  So for travel, you need to look at how you handle travel for your organization.  And this was one of the consistency areas.  So if you – you know, as you’re planning it out, if the travel costs are going to be charged direct for the program staff and that’s how it’s done across your organization, that’s fine.  If it’s going to be indirect – or, excuse – OK, so that’s – I was saying indirect as direct.  See, I’m getting there too.  Oh, we just lost our screen.  Thank you, Gary – for administrative.

So if they are traveling for something that directly supports the program – so, for example, if they’re coming here to take a training about how to manage their program – that is a programmatic cost, not an administrative cost.  But I’m not sure about the plants.  If it’s directly supporting the program, again, it would be programmatic versus administrative.

MR.
:  (Off mic.)

MS. EWELL:  Yeah.  All right.  Under some grants, space rental is often considered an in kind expenditure.  Under this grant, would these costs be an example of an allowable indirect cost above and beyond the admin cost?

I am not sure what that question is.  If you’re considering – if someone’s donating space to you and you’re counting it as a leveraged resource, you would – you can report that on your 9130 because it is a cost that would have been allowable under the grant.  If you -- you would just have to be careful if you were trying to stand that cost in, I guess, for disallowed costs, that you did not exceed your indirect or admin – indirect rate or admin cost.  That – if that’s not what your question was, let me know, since I’m not 100 percent sure.

(Pause.)

We have a question about budget line-item flexibility.  

You have a 20 percent single line-item flexibility, which means that without a budget realignment and improved modification to your grant, you have the authority to exceed or go under by 20 percent without requesting modifications, except for personnel, fringe and indirect.  Any change to those three lines requires modifications.

The question is, is this cumulative over the life – over the life of the grant, 20 percent per line?

It’s cumulative – it’s for the line.  So if you have your budget, you’re in your first days, and you realize it’s going to cost you 30,000 (dollars) more to hire the program director than you budgeted for, but you’re planning to, you know, decrease some other costs in the budget – in the personnel line and it’s going to equal out and you’re not going to exceed that line item, you’re OK.  

If you know that all your salary costs are going to be higher than budgeted and you’re going to have to decrease it in supplies or somewhere else, you’re not in danger of exceeding that cap, but you definitely want to talk with your FPO about when to submit that realignment.  We don’t want to see you waiting till the last second and being in danger of exceeding that line item, which is question of costs.

In terms of which line is it tracked over, where you’re moving from or to, both.  If your change is going to result in a 20 percent increase to any of the lines to or from, you would require a realignment.  And one thing I’d like to point out is if you have zero on any of those lines – so, for example, you didn’t budget for any supplies you put in all in equipment and then you realize some of the equipment you put down there doesn’t meet the definition of equipment.  So if you want to move that to supplies, 20 percent of zero is change – zero.  So you would need to have a budget realignment.

And then what’s the last part – over life of grant is tracked – (inaudible) – time.  You basically don’t want to be in a position that you are going to exceed that line item at any point in the grant.  You need to be in touch with your FPO before.  FPOs each kind of handle this a little bit differently depending on their personal style.  Some would like you probably to submit a realignment quite frequently if you know that you’re making changes.  Some would like you to batch it together so you submit – so you’re not submitting something, you know, every week.  

But I would definitely talk with FPO as you’re looking at your budget.  You put down projections when you’re doing this grant.  Now you’re on the ground and you’re realizing – you know, hopefully you’re doing planned versus actual comparisons at this point.  You know, this is what I was planning to do.  Now that I’m actually on the ground I’m going do it.  As you adjust things out, talk with your FPO about where – (inaudible) – are needed.

(Pause.)

Sure.  So for 29, how are grantees expected to report indirect costs for salaries?  Are they using time and effort reporting or just utilizing the percentages?  

I am going to take a pass on that one for now.  We will get back to you.  I – one of my areas of not detailed expertise is time and effort reporting.  So I’m going to see this application to the indirect cost pool and we’ll get back to everyone on the call.

(Pause.)

If you’re moving between fringe and salaried and not changing the total personnel cost, does that require a vision or is that part of mix and match?

If the line on your budget, FF-424A, will not change, you’re just making tweaks to your sub-lines, your working budget – so you have five staff people and you’re changing their salaries around but the overall line on the FF-424A is not changing, you do not need a modification.

(Pause.)

Are there any other questions?  

OK.  So, Gary, can you pull up the last slide that’s got the link for us?  Great.  So you’ve already been there, but on our ETAreporting.workforce3one.org – that is our fiscal and administrative portal, if you will.  So we have many more online trainings.  If you have questions about procurement, if you have questions about preparing your budget or even if you want to get a quick, advance preview of reporting on the 9130, all of those are available online.

We also have our resources tab which has links to all of the cost principles as well as the handouts that we gave here.  So if after this session you lose the document that you downloaded, you can get both of those documents on this website.  Under that is the DOL.gov/OAFAM/boc/bcd.  

That is Department of Labor’s department of – Division of Cost Determination.  And again, this is not where you would apply for an indirect cost rate, but if you have questions about pools and applying for a rate and what information you need, it’s a good first resource to look through the Q-and-As that are there prior to getting in touch with your cognizant agency.  

All right.  Well, I just want to thank everyone here.  Steve Risky (sp), your grant officer, sat in as well as Sharon Lew (sp) and Kendra (sp).  Thank you so much for having us on.  And we look forward to talking with you further and – in 2013 when we do our training.  Thanks very much.

(END)
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