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(Pages 42-44 Excerpted from USDA’s Indirect Cost Guidance Manual: https://www.fns.usda.gov/sites/default/files/cn/SP60-2016a.pdf)

Relevant UFARS Manual (Chapter 13) Information Pertaining to Fund 02 Reporting

Direct Distribution 
· Direct distribution of costs – This method shall be used when costs can be readily and accurately distributed at the time costs are incurred. Generally it is the most accurate method, and it should be utilized whenever feasible. 

· In those instances where an employee is spending time in different functional areas, which can be documented, the salary should be directly distributed as the expense is incurred or distributed based on a time report.
 
· Position descriptions, along with functions actually performed by an individual, should determine the proper salary distribution. 

· Position titles do not determine proper allocation in many instances. For example, if in a small school district the superintendent and/or secretary carry out the daily operations of the food service department, these prorated costs should be directly charged to food service (Program Code 770, rather than Program Code 020). 

· Also, according to Minnesota Statutes, section 124D.111, subdivision 3, the charges by the superintendent and/or secretary must be at a wage rate not to exceed the statewide average for food service directors as determined by the Minnesota Department of Education (MDE). 

· Another example of direct distribution of costs would be the custodial time spent in kitchen clean-up for the food service program.

Chargeback Method

· Chargeback allocation method – This method should be used to distribute the costs that cannot be easily, conveniently and accurately allocated at the same time as the costs are being incurred. 

· This method allows a school district to allocate costs consisting of several object line items to programs receiving the benefit by utilizing a single chargeback object account.

· Usually, only the following General Fund programs may distribute costs using the chargeback method to other funds: Program Code 110, Business Support Services; Program Code 810, Operations and Maintenance; and Program Code 930, Employee Benefits.

· Caution must be used when using the chargeback allocation method involving salaries since many restricted revenue programs require detailed salary information. This includes, but is not limited to, basic skills, learning and development, special education and Title I, II and VI federal programs.

· A credit entry using the object codes (see chart below) with the appropriate program code creates a contra-expenditure account (credit amount) which must be equal to a corresponding set of debit entries using the same object code. The debit entries result in districts charging the prorated expenditures to the specific program code(s) receiving the benefit of the service. For each of the chargeback object codes used, debits must equal credits when totaling all funds.

· Chargeback allocation method – Only the following UFARS object codes may be used and only within specific UFARS program codes:

[image: ]

(Excerpted from the Minnesota Department of Education UFARS Manual: https://education.mn.gov/mdeprod/idcplg?IdcService=GET_FILE&dDocName=PROD034267&RevisionSelectionMethod=latestReleased&Rendition=primary)
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Appendix D: Typical Costs and their Classification as Direct or Indirect'”

Category Description Supporting “Allowable or Director
USDE Documentation unallowable Cost | Indirect
Cost
Trems used to prepare A
g““d:v“’“d ‘meals for enrolled Vendorinvoices and Allowable Direct
upplies children receipts
‘Wages & salarics of
persons employed (full or
m“:zi‘:‘"‘mya““g the | Time cards: Multi-Fund
Labor forfood | {1 jue such position T“"f:“"’“’ for | Allowable Direct
service titles as food service cmployees whose duties
worker, food service benefittwo or more funds
supervisor, food service
stock worker,etc.
“Time cards that identify
Custodial Cleankitchen/sarving | the mumber of hours spent .
Services areas only cleaning the kitchen, prep | 1"2P1e Direct
& serving arcas
N Cleans entire school, | Time cards that do not
Sustodial including kitchen/serving | break down time byarea | Allowable Indirect
Ser area served
} - Job cost ticket or similar
Kitchen/servingarea ]
. c ! documentation that
Maitenance "““":"’"“;ﬂfw detals labor costs Allowable Direct*
arees o rouse peronnel incurred based on actual
perso! labor hours expended
Equipment/materials in
'gh‘;,gg""“"’ m‘:‘:’ﬁ;:ﬂy Vendor invoice Allowable Direct'®
external vendor
Tremized vendor invoice
| Picks up trash for school | that specifies cost for .
Trash Callection | 20 imganens | picking up ooch n Allowable Direct
kitchen/serving arcas
| Picks up trash for school | Vendor invoice is not -
Trash Collction | 20 o rmatnen | temined Allowable Indirect
— Utilty provider invoice or
Utlities (&5, | Meterforkitchen/serving | statement for wtlies | o Direct
ey iy, Waler. | req used in kitchen/serving
- area

7 The treatment of a cost a direct or indirect s almost always driven by ifs treatment in the program operator's accounting system. Also, the SEA
performs the duties of a cognizant agency for school districts; and the indirect cost methodology the SEA prescribes for a school distrct may call
for direct-indirect distinctions other than those set out n this matrix. The SFA must defer to such insiructions from the SEA. since their authority o
issue them is based on Federal regulations published by the U.S. Department of Education.
¥ Both of these maintenance examples are identified as direct costs because the billings for maintenance services are specifically identifiable to the
cost objectives (ic., food service) that received the services.

a2




image4.png
Description Supporting “Allowable or Direct or
Documentation unallowable Cost | Indirect Cost
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¥ Treated as a dircet cost because it is specilfically identifiable to a cost objective (.c.. food service) in which the cmployee was
‘working when s/he was injured.

* Both of these post-retirement health benefits are treated as indircet costs because allocating individual payments to retirees based
on the cost objectives in which they worked in the course of their carcers would be oppressively burdensome and therefore they are
typically treated as an indirect cosL.
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Object Code(s)

Description

UFARS Program Code(s)

Code Costs Originally Incurring

1950 Interdepartmental Employee Salaries and Wages (Chargeback) | 001-850

295 Interdepartmental Employee Benefits 001-850, 930 (Chargeback)
365 Interdepartmental Transportation (Allocation) 760

398 Interdepartmental Miscellaneous (Chargeback) 110,770,810

545 Interdepartmental Operating Capital (Chargeback) 000-420, 605-850

895 Federal Indirect Cost Chargeback 10, 110, 810





