








Indianapolis PIC Welfare-to-Work Competitive Grant

understand why there may have been some confusion concerning
our approach. IPIC isin the process of striking the

provisional rate from our cost allocation methodology for the
current year. While the provisiona rate cannot be

"withdrawn" from past fiscal years, the same interpretation

may be applied.

IPIC uses a DOL -approved methodology to allocate, on a
monthly basis, its indirect administrative costs (IACs) and
indirect program costs (IPCs). |ACs are alocated to grants
based on percentages of total direct costs charged to each
grant within the given month. 1PCs are allocated based on
the number of participants within each program as of the end
of the given month.

When IPIC has applied for an indirect cost rate, we have
included a detailed narrative describing the specific steps
taken to allocate IACs and IPCs. After the narrative, IPIC
estimates both indirect and direct costs for the upcoming
year. Theindirect costs are then divided by the direct
costs, resulting in a percentage. The sole purpose for
including this percentage is to present the average percent
of indirect costs that are projected to be charged to its
programs in total, to provide a "test of reasonableness’ to
our cognizant agency, i.e. DOL.

The rate was never intended as a"cap” for any given program.
Using it for this purpose would virtually guarantee that the
percentage could never be recovered in total. Using the OIG
auditors methodology, the indirect costs to be charged to

any program within any given month could never be more than
6% of the direct costs, regardless of the direct

administrative costs or number of participants within each
program. Any program in which the correct amount of
allocable costs would be higher than 6% would ssimply have to
be absorbed by a non-federa funding source. Any programin
which the correct amount of allocable costs would be less
than 6% would receive only the amount due to it. Such a
program could not be allowed to recoup any additional
indirect costsin order to compensate for a program barred
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from recovering indirect costs in excess of 6%. Asaresult,
using the OIG's methodology, it would be virtually impossible
for IPIC to ever fully recover 6% of its direct costs viathe
alocation process. Thisisnot, and has never been, the
intention of the indirect cost methodol ogy.

Given IPIC's methodology, which the OIG auditors have not
deemed inappropriate, it is apparent that the IACs and IPCs
to be allocated among |1PIC's various programs in any given
month are "at the mercy" of the total administrative costs
incurred by 1PIC within each program, and the number of
participants in each program at the end of the given month.
Constraining each and every program within the allocation
process to 6% is not correct, it is not fair, and it is non-
compliant with our DOL -approved methodology.

In order to eliminate confusion now and in the future, IPIC
has asked DOL to remove the provisional rate of 6% from its
indirect cost alocation proposal. |PIC anticipates that,

this request will be approved. Upon such approval, the OIG
report cite for the time period ending 12/31/00, in the
amount of $31,746, will then become moot. Given that the
indirect cost alocation methodology for the time periods
ended 6/30/99 and 6/30/00 is essentialy the same as for the
period ending 12/31/00, we ask for a determination that the
overriding criterion for IPIC indirect cost allocation
procedure be the approved methodology, noting that the
resulting percentage is merely provided as a test of
reasonableness based on projected direct and indirect
expenses.

In summary, IPIC's streamlined method of allocating indirect
costsisin full compliance with procedures as prescribed by
DOL, and repeated approvals of our applications by that
agency stand in support of our statement.
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