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Oklahoma Employment & Training I ssuance #10-2002 Change 1

To: WIA Grant Recipients
From: Terry Watson, Director
Date: January 24, 2003

Subject: Oklahoma Cost Allocation Plan Policy Revision

Message: OESC issued the Oklahoma Cost Allocaion Plan Policy on
September 10, 2002. This change adds the requirement that WIA grant recipients
use an adequate time distribution system that accurately reflects actual employee
activity.

Action: This change to OETI 10-2002 is to become a part of your permanent
records. Please distribute to proper staff members.

Questions: Please contact Mike Ferguson if you have any questions.
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Codg Allocation Plans

The cogt dlocation plan (CAP) is a document that identifies, accumulates, and distributes
dlowable direct and indirect costs under grants and contracts, and identifies the
dlocation methods used for didributing the costs. A plan for dlocating joint cods is
required to support the distribution of those costs to the grant program. Formd
accounting records to substantiate the propriety of the eventua charges must support al
cogsincluded in the plan.

Types of Allocation Plans

A digtinction is made between two types of cost dlocation plans:

Plans needed to dlocate organizationwide and centrd services cods to individud
depatments within the organization is a (Indirect Cost Plan), i.e. organizations that
have multipliable funding sources, and

Plans needed to alocate costs within a department to different grants and dher find codts
objectives concerning those grants (Cost Allocation Plan), i.e. WIA Adult, WIA
Didocated Worker, WIA Y outh, Wefareto Work, TitleV, TANF

Indirect Cost Plan. The indirect cost plan identifies and distributes the costs of services
provided by support organization (such as personnel, treasury, security, and legd) to
departments or units administering Federd grants or contracts.  Indirect cost/centra
service CAPs are usualy approved by a cognizant Federd agency.

Cost Allocation Plan. The second type of cogt dlocation plan didributes the
adminidrative or other joint cods incurred within a peforming (subrecipient or
contractor) department or unit, together with the services cods dlocated to it under the
indirect cost proposd, to al work performed by the department or unit. This type of plan
is developed by the unit that directly operates the WIA programs to dlocate costs
between its WIA and nontWIA programs and between titles and costs categories within
WIA. Thistype of plan iscommonly referred to as a Cost Allocation Plan.

Contents of the Cost Allocation Plan
The CAP should include at least the following dements:

Organization chat that identifies al depatments, types of services provided, and
WIA and non-WIA geff functions of the organization.

Description of the types of services provided and their relevance to WIA projects -
generdly cdled a Statement of Function and Benefit. These would include dl WIA
and non-WIA revenue sources and cost objectives.

Copies of officid financia statements or budgets of the organization.
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Expense items included in the cost of the sarvices This would include dl joint or
pooled costs needing to be dlocated. Example A saff person whose work benefits
more that one @t objective, cost pools established for administrative costs and other
types of pooled costs, and al other codts that cannot be readily assgned to a single
cost objective.

The methods used in didributing the expenses to benefiting cost objectives.  This
requires identifying the basis for alocating each type of joint or pooled codt, and the
documentation for supporting each bass for alocation. This would include the use
of an adequate time distribution system that accurately reflects actual employee
activities and how you handle employees working on multiple activities or cost
objectives and a distribution of their wages supported by personnel activity reports
or equivalent documentation.

Certification by an authorized grant recipient officid that the plan has been prepared
in accordance with WIA or other authorizing legidation, regulations and State or
other applicable requirements.

For WIA entities that are charged indirect or central services costs, the CAP should aso include;
| dentification of the departments rendering the service costs to benefiting departments

Summary schedule of the dlocations of centrd service cods to operating
departments.

The following suggestions should aso be considered when developing a CAP.

Keep it Smple. The smplest and least costly method possible, based on a measure
of reaive benefit received, that will produce an equiteble dlocation of cods to
programs and cost categories, should be used.

Make it Replicable. The process that is developed must ke able to be duplicated at
any time, and with changesin the organization or funding levels

Simplify the Organizational Structure. The organizationd dructure of the CAP
should be made no more complicated than necessary to dlocate codts.

Consder What is Required. The required structure and capabilities of the accounting
system must be considered in designing an operable cost dlocation process.

Make Changes Prudently. Changes in an organization's CAP tha result in a retroactive
redistribution of cods to the benefiting cost objective are dlowable where the change results
in a more equitable didribution of costs. Such changes in dlocation methodology should be
rare, should receive the necessary prior goprovas and should be judified and wel
documented.



