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Cost Allocation, Program Income, and Other Financial Questions
Allocation of Costs among Multiple Funding Sources
Q1. If funds are received from state and federal funding sources, do I bill 50/50 to each source for services provided if that is the amount of funding received from each source?
A1. Yes, unless other guidance or restrictions are provided in writing from the grantor.

Q2. If one grant funded clinical services and another grant funded educational services, the supplies would not crossover.  Is that right?

A2. Right, the clinical supplies would be billed to the clinical grant and the educational supplies would be billed to the educational grant.

Q3. Do multiple funding sources include county funding? [Reference is to DSHS Cost Allocation Plan]
A3. At this time, the multiple funding sources only apply to other direct and pass through state or federal funds.  Thus, the section of the DSHS Cost Allocation Plan that addresses billing multiple funding sources when a DSHS program is funded by more than one source only applies to listing other state or federal funds.  However, it is recommended that all funding sources be billed based on their appropriate proportion of funding.
Q4. If an organization received equal funding from both DSHS and the Federal Government for an Immunization grant, how should the costs be captured?

A4. The cost should be captured in one cost center, and using the 50%:50% ratio, which reflects the equal funding, the costs should be billed in those proportions to each grant. This only applies if both grants fund identical activities as defined in each grant award.  Currently DSHS does not require that other funding sources, such as County contributions be included in the allocation methodology. However, it is recommended that all funding sources be billed based on their appropriate proportion of funding.

Support for Salaries and Wages  
Q5. It is difficult for small health departments and their employees to charge time to various cost objectives and it is difficult for accounting/payroll to distribute the costs. 

A5. Uniform Grant Management Standards (UGMS) and OMB Circulars require personnel activity reports (time sheets) to meet the following standards:

(a) They must reflect an after-the-fact determination of the actual activity of each employee;  

(b) They must account for the total activity for which each employee is compensated;
(c) They must be prepared at least monthly and must coincide with one or more pay periods; and
(d) They must be signed by the employee and supervisor;
(e) Budget estimates or other distribution percentages determined before the services are performed do not qualify as support for charges to Federal or state awards, but they may  be used for interim accounting purposes.
UGMS and the OMB Circulars allow substitute timekeeping methods with prior approval from the grantor.  For example, DSHS has approved using patient census as a means of charging time for staff working in a clinic setting.
Q6. Nurses do a variety of things such as Tuberculosis Immunizations, Sexually Transmitted Disease education, etc.  How do we allocate their time?

A6. See Question 5.  DSHS may accept substitute timekeeping systems, such as using patient census to charge time worked by clinic staff.

Q7. Over how much time should the patient census [from the previous question] cover?

A7. The patient census must be for the same period in which the services were performed. 

Q8. If a person, who normally works on different cost objectives, gets sick for a whole pay period, how should that person’s time be allocated?

A8. The Uniform Grants Management Standards (UGMS) provides the following guidance regarding fringe benefits: 

“… allowable if: (a) they are provided under established written leave policies; (b) the costs are equitably allocated to all related activities, including Federal or state awards; and, (c) the accounting basis (cash or accrual) selected for costing each type of leave is consistently followed by the governmental unit.”

UGMS requires the cost of fringe benefits (e.g., sick leave) be equitably allocated to all activities.  Allocation of leave should be based on an employees prior work history for a minimum of one quarter prior to the month in which leave is taken.  For example if during the prior quarter an employee worked 40% of the time on Program A and 60% of the time on Program B, the leave should be allocated in that (40:60) proportion.   

Q9. Are there different rules as to what local governmental agencies can do versus non-profits?
A9. Yes, the cost principles for local government agencies are covered by OMB Circular A-87.  The rules for nonprofit organizations are covered by OMB Circular A-122; and the rules for educational institutions are covered by OMB Circular A-21.
Q10. Is it easier for governmental entities? [with respect to support of salary/wages]
A10. The requirements pertaining to the support of salary/wages are similar with the exception that OMB Circular A-87 permits semi-annual certifications where employees work solely on one cost objective and OMB Circular A-21 permits certification or confirmation records, whereas OMB Circular A-122 does not permit these options.
Q11: How do you allocate exempt employee time when they work  more than 40 hours?
A11:  OMB Circular A-87 requires that timesheets account for the total activity for which each employee is compensated.  If the timesheet reflected 50 hours worked with 10 hours on the DSHS program, then 10/50 x Salary = the allocation to the DSHS program.
Direct Allocation

Q12. If you are doing it [allocating] based on a percentage, do you have to use the same percentage every week?  Can it [the allocation] be done based on time or does it have to be done based on a patient census?

A12. The methodology that most equitably distributes the costs should be used. For example, if patient census most equitably distributes costs, then patient census should be used. If direct salaries or full time equivalents most equitably allocate costs, then that methodology should be applied.  In either case, the allocation base must represent activity for the period in which the costs were incurred (i.e., patient census must be for the same period in which the costs to be allocated were incurred).

Q13. If you are doing it [allocating] based on a percentage (based on time worked or patient census), do you have to use the same percentage every week?  
A13. The percentage must be calculated based on the actual activity (e.g., time worked/patient census) for the reporting period.  
Q14: I am confused about the allocation of administrative costs.  I am clear on central services.  Where does my involvement as contract monitor (grant writing, program compliance, hiring/firing, and grant reports) become direct vs. indirect costs?  When I attend a coalition meeting?  When I give my opinion about a program, etc.?

A14:  Uniform Grant Management Standards (UGMS) state the following, and similar language is found in the OMB Circulars: 

“There is no universal rule for classifying certain costs as either direct or indirect under every accounting system. A cost may be direct with respect to some specific service or function, but indirect with respect to the Federal or state award or other final cost objective. Therefore, it is essential that each item of cost be treated consistently in like circumstances either as a direct or an indirect cost.”  

As pointed out in UGMS, there is no universal rule for classifying costs as either direct or indirect.  This can result in one subrecipient contractor budgeting and reporting a cost as direct while another contractor may report the same cost as indirect.  When budgeting and reporting direct and indirect costs under a DSHS Program Attachment consistency is an important factor.  In order to effectively compare and evaluate costs among all contractor’s for a given program attachment, it is important that all contractors budget and report costs the same way when it comes to direct and indirect costs.  For accounting purposes one contractor may charge a cost as a direct and another may charge the same cost as indirect.  When it comes to classifying the same cost for DSHS budgeting and reporting purposes, the following guidance should be followed: 
Direct costs charged to a DSHS Program Attachment are those associated with the cost of personnel, goods, and services that pertain to provision of program services and activities described in the Program Attachment’s Statement of Work.   For example, under an Immunization Program Attachment this would include the cost of the nurse giving a shot and medical supplies needed to administer the shot.

Indirect costs charged to a DSHS Program Attachment are costs associated with administrative activities performed in support of the DSHS program.  Although necessary, they are not costs pertaining to services and activities described in the Program Attachments Statement of Work.  For example, the preparation and submission of a Financial Status Report may be a requirement under a DSHS subrecipient contract; however, it is not a program activity described in the Statement of Work.   

Indirect Costs

Q15. What are the different components of county indirect costs that DSHS allows?

A15. County and city indirect costs are comprised of the cost of central governmental services distributed through the central service cost allocation plan/rate and the indirect costs originating in each department or agency of the county/city.  Some city and county governments only prepare a central service cost allocation plan; and therefore may only have a central service rate for the city/county as a whole.  In this case, indirect costs would be comprised of the amount determined by applying the central service rate plus the indirect costs of the city/county department (e.g. Health Department) that are captured in costs pools and allocated to all programs/cost objectives of the city/county department.  City and county governments that have an indirect cost rate will have not only prepared a central services cost allocation plan/proposal but an indirect cost rate proposal for each individual city/county department. 

Program Income
Q16. If the Immunization Program collects program income, how is that split?
A16. As an example, if DSHS is funding 50% of the total program costs, then 50% of the program income is attributable to DSHS.  The other (non-DSHS) 50% should be allocated to the other funding source(s).  
Q17. How much program income should be reflected on vouchers?

A17. Only the DSHS share of program income should be reflected on the monthly vouchers.  If the contractor chooses to use the contractor’s share of program income on the DSHS program, report this as “Non-DSHS Funding” on the Financial Status Report.

Q18. Can non-DSHS program income be used at the agency’s [DSHS contractor’s] discretion?
A18. Yes.

Q19. Can the County portion of program income only be used for County Health Department expenses?

A19.  The County portion of program income can be used at the County’s discretion; it is not limited to County Health Department expenditures. 

Q20. Should an agency [DSHS contractor] establish an account to capture 100% of program income, and then transfer out the portion applicable to DSHS?

A20. All program income earned under a DSHS funded program should initially be captured in one account.  The non-DSHS portion of program income should be reclassified if it is not used on the DSHS program.   
Q21. How should program income be recognized?  
A21. Program income may be accounted for on either a cash or accrual accounting basis.
Q22. How should revenue from Medicare be recognized?

A22. Both Medicaid and Medicare payments pertaining to services provided under a DSHS program should be accounted for as program income. 

Q23. What is the source of the requirement that program income must be refunded to the state? 

A23. Both federal and state regulations require program income to be disbursed (i.e., applied toward DSHS program expenses) before requesting additional cash payments.  Following is excerpt from UGMS, Subpart C, Section .21 “Payment:”
“…grantees and subgrantees shall disburse program income, rebates, refunds, contract settlements, audit recoveries and interest earned on such funds before requesting additional cash payments.”  
The circumstances under which a DSHS grantee would have to make a refund are typically caused by under-reporting program income for a DSHS contract.  In other words, program income has to be applied first before requesting reimbursement.  Should program income plus DSHS reimbursements exceed total program expenditures for the DSHS contract, the difference would represent an over-reimbursement by DSHS.  Such under-reporting of the DSHS share of program income may potentially result in a refund to DSHS, caused by such an over-reimbursement. 

Q24. Regarding program income allocation, do we use the part that the county put in to arrive at the allocation percentage?

A24. Yes,  in the case were a DSHS subrecipient contractor uses local funds for a DSHS program, the contractor’s allocation would be based the amount of local funds used to the total DSHS program expenses funded.  For example, if the contractor provided $40,000 and DSHS funded $60,000 of a program, in which case the total costs would be $100,000; the contractor’s share of program income would be 40% ($40,000 divided by $100,000). 
Match
Q25:  Can you use other grants as match, for example foundation funds, private grants, or individual donations to the program?

A25:  UGMS, Subpart C Section .24 “Matching or cost sharing” specifies that “Except as provided by federal statute, a cost sharing or matching requirement may not be met by costs borne by another federal grant.  State grants may be used to satisfy federal grant match requirements unless restricted by state laws or regulations.  The actual donation from foundations, private grants, and individuals cannot be claimed as match.  However, unless restricted by the donor, funds from these donations that are used to pay for allowable expenditures of a DSHS program are considered a “cash” match.  
Q26. If a County Health Director oversees more than one grant, can part of his cost be used as match?

A26. The cost associated with the County Health Director is typically considered to be indirect cost and can be used for match providing it is allowable, and approved by DSHS. 
RFP Budget
Q27:  Why did the RFP [Request for Proposal] budget template automatically allocate amounts to all budget categories based on percentage that applicants entered to reflect the share of funding provided by each funding source?  When it did that, I could no longer budget a specific dollar amount to a budget category.

A27:  The RFP budget template has been revised.  It no longer allocates amounts to budget categories based on percentage of funding by each funding source.

When contractors report costs to DSHS on the Financial Status Report (FSR), they are not required to break out costs by funding source.  Costs are reported in total by budget category regardless of the funding source.  Likewise, contractors are not required to budget specific costs within a budget category by funding source.  Cost incurred in carrying out a DSHS Program Attachment should be captured by cost objective, not by budget category.    

[This section left blank.]
Fiscal Monitoring of DSHS Subrecipient Contractors
Q28. Does DSHS require that the audit trail function of the accounting package be active?

A28. Yes, the audit trail function of the accounting package must be active.

Q29. A county has a contract for pharmacy, lab and x-ray services. What determines if the services are vendor or subrecipient contract?

A29. If the contractor has contracted service that involve performing a portion of the statement of work or objectives of the DSHS program attachment, than the services would require a subrecipient subcontract. In the examples cited, the pharmacy, lab and x-ray services would usually be considered vendor relationships since they are ancillary to performing the DSHS program.

Q30. Overall, Federal requirements are easier to interpret and less onerous than DSHS requirements. The Federal government issues cooperative agreements and DSHS issues grants. Why is there an inconsistency between the Federal and State requirements?

A30. The Federal requirements that DSHS applies to its grantees should be identical to requirements the Federal government is applying.  Contractors are asked to provide a list of the differences and send a written, detailed report to DSHS so DSHS can investigate and reconcile any differences. 

Q31. Why is the allowability of expenditures different between Federal and State grants?

A31. Allowability of a cost is defined in the applicable OMB Cost Circulars and by budget restrictions, management decisions and program directives.

Q32. Are there different rules as to what local governmental agencies can do versus non-profits?

A32. Yes, the cost principles for local government agencies are covered by OMB Circular A-87.  The rules for nonprofit organizations are covered by OMB Circular A-122.  The rules for educational institutions are covered by OMB Circular A-21.

Q33. Is there a possibility for program people and contract management people to get together?

A33. Within each DSHS Division, the program and contract managers coordinate.  In addition, the agency has various activities to coordinate between Divisions as well to coordinate and share information between Divisions and the Contract Oversight and Support Section functions.  
Q34. County Health Departments often receive different answers to the same questions from DSHS. Is there a single source of information for fiscal questions?

A34. Questions pertaining to a specific DSHS program attachment should be addressed to the assigned DSHS Contract Manager.  Contract Oversight and Support Section takes lead on resolving fiscal issues.  This Section also is charged with developing agency-wide contract policies and procedures to ensure consistency in contract handling throughout all elements of agency contracting.  It is the primary DSHS organizational unit responsible for contract administration.   

Q35. Who is in the beginning of the contract cycle?

A35. The Division’s Program staff, Contract Management Unit, Client Services Contacting Unit, Accounting, Budget, and Office of General Counsel are the primary areas involved in contracting processes up to contract execution.    

Q36. Is it the contractor’s responsibility to keep up with changes?

A36. It is the contractor’s responsibility to stay abreast of the changes.  DSHS annually reviewed general contracting language. DSHS posts a redline version of some of these documents online to facilitate contractor awareness of changes.

Q37. Are these types of things [changes in policy, permissions from program to the agency to do certain things, etc.] conveyed to the audit [fiscal monitoring] staff?  Its okay if the changes are administered moving forward but it is another thing to be “dinged” retroactively
A37.  Contractors are responsible for understanding and complying with all aspects of the terms of their contract and attachments.  The various areas of DSHS are diligent in coordinating information to maximize consistency in the information being shared with the contractors.
Q38. Who makes the ultimate decision regarding a finding?  Is there an appeals process?

A38. DSHS does not have an appeals process for fiscal monitoring findings.  The business entity being monitored has an opportunity to respond, submit additional relevant documentation, or seek clarification part of their management response.  Fiscal monitoring findings are subject to a hierarchy of review and checks against requirements prior to a final report being issued.  In addition, fiscal monitoring reports are subject annually to a thorough review and examination during the single audit of DSHS.  
Q39. What is the difference between a cooperative agreement issued by the federal government and a subrecipient contract issued by DSHS?  In addition, what are the apparent differences in monitoring approaches?

A39. The primary difference between a grant and a cooperative agreement is that under a cooperative agreement substantial involvement by the grantor is expected.  For example, some cooperative agreements awarded to DSHS have staff from the Federal awarding agency working on-site at DSHS.  In the case where DSHS is awarded a cooperative agreement and DSHS awards sub-grants (subrecipient contracts) there may be closer involvement by DSHS program staff.  Since the same financial regulations apply to both grants and cooperative agreements, typically there would be no differences when it comes to financial compliance monitoring  

Q40. I have had a problem working with substance abuse and closeout issues.  Substance abuse has required a 15-day closeout.

A40. The General Provisions for substance abuse providers allow for a 60-day closeout period.
Q41. Why are RFP budgets required to break the budget down into percentages across all categories?  

A41. The RFP budget no longer requires contractors to percentage out the budget.  Contractors can state how much they want to spend in a particular category from a particular funding source.

Q42. Is the contractor responsible for tracking changes to a grant?

A42. The contractor is responsible for tracking any changes to the grant. A red-line version of DSHS contracting documents is available on-line for review. During the past contract cycle, the red-line version of the general provisions was dropped from the website. When DSHS became aware of the circumstances, the red-line was reposted. DSHS is committed to posting red-line versions of contract document changes to its website in a timely manner.  The DSHS contract general provisions are available at the following link: http://www.dshs.state.tx.us/grants/gen-prov.shtm
Q43. Regarding financial monitoring, is there a future schedule? 

A43. Financial monitoring is based on an agency-wide fiscal risk assessment that is developed annually with a minimum of one update during the fiscal year. 

Q44. Why do [fiscal monitoring] reports take so long to be received by contractors?

A44. Contract Oversight and Support has recently changed some internal function to enable a more timely sharing draft reports with our contractors and to move toward final reports more efficiently.
Q45. What can local agencies do [to expedite the fiscal monitoring review process]?

A45. Contractors can help by responding to requests for documentation as quickly as possible.

Q46: Is there an established set of [fiscal monitoring] review questions and documents that are asked during a financial monitoring visit? 
A46: DSHS performs several types of financial monitoring.  In addition to DSHS On-Site and Desk Reviews, DSHS Contract Oversight and Support and the Divisions conduct Limited Scope Desk Reviews.  Documents requested are listed in the Request for Information sent to DSHS subrecipient contractors.  The documents will vary by the type of review being conducted.  Contractors are typically notified approximately ten working days prior to the start of the review. These are preliminary documents in order to gain an understanding of the contractor’s operations in order to plan the review. These are the beginning steps.  As a review progresses, it is inherent that additional documents will be requested in order to complete the review.  
Q47: How far in advance are those [requests for information] sent out ahead of the visit for the contractor to review and prepare? 

A47: DSHS Contract Oversight and Support and the Divisions generally give as much advanced notice as possible up to at least ten working days in advance of performing a fiscal monitoring review.

Q48: Do the reviewers have the authority to request additional information during on-site visits that is not on the [initial] review list? 

A48: Yes,  please refer to Article IX., Access and Inspection, of the Subrecipient General Provisions of your DSHS contract.  As the review progresses, typically additional documents will be needed and requested from the contractor.
Q49. Who should be contacted if anyone has additional questions?
A49.  You can call the general phone number for the Contract Oversight & Support Section at 512-458-7484. If you would like to speak with a member of the Financial Technical Assistance staff, your calls will be transferred to the person assigned to your contract.
Other Questions – Regional training of Subrecipient Contractors

[Note:  the following questions pertain to the pilot training for subrecipient contractors scheduled for March 2010 in Tyler, Texas.]

Q50. Can the training be taped for later viewing?  

A50. With the recent state budget cuts and problems with existing audiovisual resources, DSHS is not planning to tape the pilot training session for later viewing.

Q51. Will contractor training only take place in Regions 4/5?

A51. Region 4/5 is the site for the pilot training.  DSHS anticipates that the training will be rolled across the state at later dates.

Q52. Will [regional] training rotate for new staff with the DSHS contractors? 

A52. Yes, we plan to conduct regional training on an ongoing basis.
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