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Agenda

1. Whois ? Hint: it has nothing to do
with Russell Crowe.

What is the Facilities and Administrative cost
proposal?

Why do one?

What are its components?

How do you prepare one?

How do you establish the final agreement?
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Who we are.....

5,000+ employees; $700+ million Revenue; NYSE.

The Higher Education Practice
Twenty-three, full-time consulting and IT staft.
Consulting and product expertise includes:
- F&A Consulting and Post Award Administration
- Comprehensive Rate Information System (CRIS)
- Effort Reporting System (ERS) and Effort
Diagnostic
Certification and Committed Effort Management
- WebSpace
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What is CRIS?

A cost allocation software used to prepare the
Facilities and Administrative cost proposal.

CRIS is licensed to over 100 schools, includin
80 of the top 100 research institutions.

CRIS has been adapted to F&A proposals based
on the Simplified Method.

Simplified Method, or Short Form, institutions,
receive less than $10.0 Million in federal grant
awards annually, excluding financial aid.
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What Is the F&A cost proposal?

* The F&A cost proposal helps the school to recover
the cost of institutional support related to research
and other, externally-funded direct activities.

* The federal government mandates that schools
submit the F&A cost proposal to the Department of
Health and Human Services.

* Federal Circular A-21 prescribes what can or
cannot be included in the F&A cost categories.

* The F&A cost proposal is subject to Federal audit,
based on Circular A-21 requirements.

September 19, 2011
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Why do one?

e The Institution can be reimbursed for overhead /
Indirect costs on certain federal awards.

* Granting agencies include the National Institutes of
Health, and the Departments of Education and
_abor.

* Provides a critical source of revenue at a time when
pudgets are tight.

* |f completed in the appropriate manner, e.g., follows
A-21 requirement, federal audit is not lengthy.

* Many community colleges are doing this.
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Recent F&A Clients

Delgado Community College
Columbus State Community College
Rhode Island Community College
University of Tennessee

Indiana University of Pennsylvania
Wake Forest — Reynolda Campus
Arkansas State University Jonesboro
Angelo State University




Preparing The F&A Rate — 2011 CCBO Conference




Preparing The F&A Rate — 2011 CCBO Conference

$ % %**




Preparing The F&A Rate — 2011 CCBO Conference

What is the F&A rate?

Total FY 2011 Cost of Institutional Support (F&A Costs)
2
Total FY 2011 Direct Activity Costs*
=?%

* Includes instruction, sponsored research awards, and
public service awards. Short Form schools have only
one rate that is negotiated with DHHS.
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Steps In The Cost Proposal Process

1.

o

SEENNAIN

Procure Financial and Depreciation Data
Reconcile To Financial Statement
Reclassify Costs To A-21 Cost Categories

. Eliminate Of Costs

Adjustments for Interest / Regents
Overhead / Depreciation

Calculate Rate
Submit Final Package
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Procuring Financial and Asset Data
1. Pertains to a single fiscal year, known In
the F&A world as your base year.

2. Expenditure data needs to have the
following data elements:

e Account

 Expenditure Transactions At The Object
| Expense Code

o Department
e Financial Statement Code
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Asset Data - Depreciation

. Circular A-21, Section F2

. Gather asset records to identify buildings
and equipment.

. Reconcile depreciation to amount recorded
In Financial Statements.

. Determine “allowable” depreciation for
Short Form F&A cost proposal.
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Reclassify Costs to A-21 Categories

1. Circular A-21, Sections F4, F5 and F8

2. Expenditure data needs to be scrutinized
at the account and department level.

Facilities Cost Examples

* Library costs may be classified as
Academic Support, but they are defined
as a Facilities costs by A-21.

e (Campus Security Is often classified as
Institutional Support.
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Reclassify Costs to A-21 Categories

Administrative Cost Examples

* Section Institutional Support is typically
defined as General Administration.

* Department Administration costs are
typically those of Department Chairs,
College Deans and Clerical Support.

Requires salary and fringe benefit
expenses, by title code and employee.

Costs are re-classified from Instruction.
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Reclassify Costs to A-21 Categories

Unallowable Costs

e (Circular A-21, Section J

e (Costs such as Alumni Relations and

Fundraising need to be classified as Other
Direct Activity.

* Financial data needs to be scrutinized at the
Object / Expense Code level for:

Entertainment expenses
Certain legal costs
Lobbying costs
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Elimination of Costs

A-21, Section G2 Prescribes Expenditure Eliminations

* Patient care & tuition remission

* Scholarships and fellowships

* Subcontract expenditures above $25,000
* Facilities rental costs

e Capital Assets

e F&A Cost Recovery
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Adjustments for Interest / Regents
Overhead / Depreciation

e Circular A-21, Section F3 allows for inclusion of
Interest costs on capitalized debit.

e Administrative costs related to the Board of
Regents are also eligible for inclusion.

* Building and equipment depreciation are shown
as an adjustment on Schedule 4.

 Circular A-21 also says you need to net the
costs of O&M related to Auxiliaries.
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Great! All costs are aligned to A-21!

* You must now determine which rate base to use.
* Circular A-21 allows three different bases:
Salaries and Wages
Salaries and Wages + Benefits
Salaries and Wages + Benefits + Other
Expenses

* The first is normally the highest rate, the last, the
lowest.

* You need to review your grant stream to
determine which base to use.
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The Final Package

Print out final Schedules 1- 4, Rate Schedule

You will need to footnote Reclassifications,
Eliminations and Adjustments (see next slide)

Circular A-21 requires that disclosures be
signed by someone in upper management.

. A checklist is also required.

Now, you are ready to send the package to the
Division of Cost Allocation, a unit of the
Department of Health and Human Services.
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Notes for Schedule 2

A Financial Statements: The expenditure classifications shown in the financial statements conform to the classifications recommended in "College and University Business
Administration” published by the National Association of College and University Business Officers and incorporated into the audit guide "Audit of Colleges and Universities"
published by the American Institute of Certified Public Accountants.

B. Reclassifications: The simplified method in Section H of Circular A-21 identifies the specific costs which are allowable as indirect costs and requires that all other costs be
treated as direct costs. Therefore, any cost which does not qualify as an allowable indirect cost must be classified as a direct cost. In the interest of simplicity, all of these
costs may be classified as “Other Direct Costs” (ODC). The following describes the reclassifications made to the financial statement amounts by function based on the
requirements in Section H of OMB Circular A-21.

Reclassification
(1) Instruction Reclassification
Reclassification of the 20% allowance for Department Head salaries from Instruction to Departmental Administration.

Indirect Pool or Direct Base Comment Wages Other Total
Department Administration 20% of salaries and expenses of department heads (933,600) (267,475) (1,201,075)
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INDIRECT COST PROPOSAL (ICP) CHECKLIST
(Check Off Boxes Below)
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The ICP is supported by audited financial statements and the OMB A-133 Single Audit Report.
(Please include a copy of the supporting document along with your ICP.)

A reconciliation of item 1 (above) to the ICP has been made and is included in this cost proposal

Any previous understandings with the Division of Cost Allocation have been incorporated into this
ICP.

Unallowable expenses have been eliminated from the indirect cost pool (e.g., contributed salaries
and services, interest expense, bad debts, fund-raising, advertising, independent research and
development (IR&D), depreciation on federally-funded assets and lobbying costs).

The indirect cost rate computation base is complete (i.e., it includes all activities that benefit from
the indirect cost pool). For example, fund-raising, IR&D, project cost sharing and voluntary
services are included where applicable.

The Federal amount of the direct cost base is $3,545,143.
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1.

The Rate Negotiation

DCA will audit the cost report and will respond
with requests for additional data.

Then, the institution will negotiate a rate with
DCA.

The final rate is usually lower than the proposed
rate.

Institutions may be able to establish a four-year
agreement with DCA.

If this Is the first go-around, DCA may only grant
a one-year rate.
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Questions / Comments

Thanks!

Jeff Gossrow: (847) 513-5540 / jeffreygossrow@maximus.com

Janusz Stepien: (847) 513-5519 / januszstepien@maximus.com




