Cost Allocation Methodology/Plan

The purpose of this cost allocation plan is to summarize, in writing, the methods and procedures that [Organization Name] will use to allocate costs to various projects, grants, contracts and agreements.  Federal victim service organizations (OVW, OVC, etc.) allow award recipients to budget and charge an equitable portion of the project share of allowable costs. The purpose of this document is to establish a method for equitably distributing the cost of each item. 

The method for distributing shared costs will vary depending on each type of cost, and various factors should be considered when determining the most appropriate way to approach each cost. Some factors for consideration include what would likely cause an increase or decrease in the cost such as usage, human capital, total revenue, etc. or who receives benefit of the item/cost. 

Direct costs are those that can be identified specifically with a particular final cost objective. 

Indirect costs are those that have been incurred for common or joint (shared) objectives and cannot be readily identified with a particular final cost objective.  Only costs that are allowable in accordance with the cost principles will be allocated to benefiting projects by [Organization Name].

General Approach

The general approach of [Organization Name]  in allocating costs to particular grants and contracts is as follows:

· All allowable direct costs are charged directly to projects, grants, activities, etc.
· Allowable direct costs that can be identified to more than one project are prorated individually as direct costs. Emphasis will be made on allocating costs to the extent possible using a base most appropriate to the particular cost being prorated.
· All other allowable general and administrative costs (costs that benefit all projects and cannot be identified to a specific project) are allocated to projects, grants, etc. using a base that results in an equitable distribution based on what drives the cost (ex. Employee time, budget, etc.)

Allocation of Costs

· Direct costs – Allowable costs easily identifiable to a specific project and/or grant will be charged to the appropriate project/grant as incurred.  
· Indirect (shared) costs - Allowable costs that can be identified to more than one project/grant will be allocated based on an equitable calculation. Accounting staff will work with the director to determine which methodology is most appropriate for the expense in question annually. 
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Allocation Methods

· Employee Allocation Method – This methodology is used for sharing costs that are usage-driven, like general office supplies, occupancy (facility expenses), shared equipment, etc. The methodology uses the actual employee time (as documented on monthly timesheets) to calculate the allocation percentage based on the total number of employees working and their percentage of time worked on each grant. This allocation percentage will be calculated on a monthly basis and will vary, depending on the type of work being performed. 
· Equitable Allocation Method –This methodology is used for sharing costs that increase or decrease based on the revenue or cost of the expense to the project. This allocation is calculated by taking the ratio of each funding or grant source/total victim service budget for that type of project to obtain the percentage.  This methodology is utilized to distribute shared costs that can be directly allocated to a funding source. 
· Direct Cost Allocation- This methodology treats all costs as direct costs except general administration and general expense. This method will be used for all costs that can be directly charged to the project for which the expense was incurred.

A. Personnel
· Employee Allocation Method: Wages and salaries are allocated to each grant based on the number of staff hours (direct service staff) dedicated to each project and are documented with time sheets showing time distribution for all employees and allocated based on time spent on each project or grant. Salaries and wages are charged directly to the project for which work has been done. Vacation, holiday, and sick pay are allocated in the same manner as salaries and wages. 

General and Administrative costs, which are necessary to the organization and all projects, including but not limited to: time spent on general management, working with Board of Directors, personnel/fringe benefit administration, insurance management, and accounting and administrative duties will be distributed equally between projects and documented by each employee on their time & activity reports/spreadsheets. It is the responsibility of the staff and director to ensure that timesheets are completed accurately and timely.

B. Other Costs (Fringe Benefits, Travel for Services and Training):
· Fringe Benefits for Staff: (such as FICA, Unemployment, health-type insurance, and retirement) are allocated in the same manner as salaries and wages, i.e., as a percentage of allocated wages compared to total wages.  
· Travel for Service Costs: Are allocated by each staff person as allocated their salary & benefits.
· Training: Are allocated by each staff person as allocated their salary & benefits as long as the training is allowable under the grant or funding source. 


C. All Additional or Other Costs:  Contractual services, supplies (office, project, etc.), communication (telephone, internet, etc.), equipment, facility expenses (rent, utilities, etc.), insurance and other expenses will be allocated as indicated below.

· Determine if the costs is shared or direct cost. If direct cost it can be allocated directly to that funding source, if a shared costs it must be equitably allocated based on the percentage of the funding to victim services budget (pro-ration). All expenses will be allocated using this methodology unless otherwise indicated. 

a. Contractual Services: All professional service costs (such as consultants, accounting and auditing services) are either (1) charged directly to the project for which the service was incurred unless costs are a shared cost, or (2) if a shared cost is equitably allocated based on the percentage of funding to victim services budget (pro-ration across all funding). For example, accounting consulting as general oversight would fall into this category. This is equitable allocated based on percentage of funding to victim services budget.

b. Office Expenses & Supplies: All supplies are either (1) charged directly to the project (specific project supplies) for which the service was incurred unless costs are a shared cost, or (2) if a shared cost is equitably allocated based on the percentage of funding to victim services budget (pro-ration across all funding). Project costs can be determined by staffing, if staff are VOCA funded 100% and they are providing a support group that they need project costs (journals, etc.) then this could be a project cost.  If it is a project cost that any of the staff have access to, then this would be shared costs that need to be equitably allocated based on the percentage of funding to victim services budget (pro-ration across all funding).

c. Equipment: All equipment is either (1) charged directly to the project (specific project equipment) for which the service was incurred unless costs are a shared cost, or (2) if a shared cost is equitably allocated based on the percentage of funding to victim services budget (pro-ration across all funding). Project costs can be determined by staffing, if staff are VOCA funded 100% and they are needing a laptop/tablet, then it can be allocated 100% to VOCA as direct cost. If the staff person is funded with more than 1 funding source than it should be pro-rated by the funding sources. If the equipment is shared by various staff then this would be shared costs that need to be equitably allocated based on the percentage of funding to victim services budget (pro-ration across all funding).

D. Unallowable Costs 
· Costs that are unallowable in accordance with OMB Circular A-122 include alcoholic beverages, tips, bad debts, contributions, entertainment, some advertising, and fines and penalties.  
· Lobbying and certain other administrative costs are not allowed to be allocated to projects and will be reported in the agency General (Misc.) Fund covered by agency donations.
· Other unallowable costs as designated by the funding agency/source. 

E. Fundraising Costs
· Fundraising Costs will not be allocated to projects but will be reported in the agency General Fund covered by agency donations or sponsorships.

F. Exception
· State funds can be flexible and added to sections of the budget that cannot be covered by other funding sources/streams due to budget shortfalls. This can only be utilized to supplement not supplant.

CHANGES IN CONDITION

This Cost Allocation Plan has been designed to meet the current needs of [Organization Name]  and can accommodate minor changes in operations and projects.  However, major changes in the organization may necessitate revision of this Plan. Revisions to this plan will be brought to the Board of Directors attention.
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