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SNA Study of Indirect CostsSNA Study of Indirect Costs

•• Many methods Many methods 
employedemployed

•• Are methods Are methods 
allowable?allowable?

•• Are methods Are methods 
understood?understood?

•• 52% of Respondents 52% of Respondents 
were charged in 04were charged in 04--
05 vs. 10.6% in 1994*05 vs. 10.6% in 1994*

•• 17% of respondents 17% of respondents 
report charged report charged 
starting within the starting within the 
past 5 years.past 5 years.

*USDA Cost Study



Are Methods Understood?Are Methods Understood?
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• OBJECTIVE 1:
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INDIRECT COSTS IN THE SCHOOL NUTRITION PROGRAMS
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• Costs charged to cost objectives 
(programs, etc.) that benefit from them.

• Shared costs charged to cost 
objectives commensurate with benefit 
received.
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FOR FOR PROGRAM COSTPROGRAM COST

State Agency
Analyzes Claim;

Approves �	
�
�	
�
�	
�
�	
�

For Reimbursement

CLAIM:
Direct Costs

Indirect Costs

Program 
Operator
Prepares 
Claim for 

Reimbursement

Program
Operator 

Submits Claim
to State Agency

State
Reimbursement 

Check Issued

$$$$$$
STATE
CHECK

Program
Operator

Credits State 
Reimbursement
To ��!(��#
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CLAIMED FOR CLAIMED FOR MEALS SERVEDMEALS SERVED

State Agency
Analyzes Claim;

Approves ����
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For Reimbursement

CLAIM:
Paid, Free, &

Reduced-Price 
Meals

SFA Prepares
Claim for 

Reim-
bursement

SFA 
Submits Claim
to State Agency

State
Reimbursement 

Check Issued

$$$$$$
STATE
CHECK

SFA Credits 
State 

Reimbursement
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RECOVERS COSTS THAT BENEFITED RECOVERS COSTS THAT BENEFITED 
NONPROFIT SCHOOL FOOD SERVICENONPROFIT SCHOOL FOOD SERVICE

General Fund 
Incurs Costs
Benefiting 

Food Service

G/F 
Pays 
Costs

Payments to 
Employees, 
Contractors, 
Insurers, etc.

General Fund 
Bills 

Food Service

Billings

Food Service 
Pays Bills

Checks, Funds 
Transfers, 

Credits, etc.
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– SFA claims meals, not costs.
– Indirect cost methodology 

does not affect claiming 
NSLP/SBP reimbursement.
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�	���������������
�	� ++++
– Food Service is SFA’s portal 

for collecting NSLP/SBP 
reimbursement.

– G/F operates indirect cost 
activities; may recover costs 
by billing Food Service.

– Appropriateness of G/F billings 
may be an issue. 
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� can be reimbursed from Federal 

funds.
– To be ���	��A�����	��A�����	��A�����	��A�����	��A�����	��A�����	��A�����	��A�� , must conform to criteria in A-87, 

Attachments A and B.
– Costs that don’t conform are 
����	��A��
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����	��A�� , hence 
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COST PRINCIPLES BASICS
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COST PRINCIPLES BASICSCOST PRINCIPLES BASICS
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COST PRINCIPLES BASICSCOST PRINCIPLES BASICS
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ALLOWABLE & UNALLOWABLE COSTSALLOWABLE & UNALLOWABLE COSTS
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ALLOWABLE & UNALLOWABLEALLOWABLE & UNALLOWABLE COSTSCOSTS
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– Incurred specifically 

for a cost objective.
– SNP examples 

include:
• Wages & Salaries of 

staff working in Non-
Profit School Food 
Service.

• Supplies for use in 
operating Non-Profit 
School Food Service.
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–– Administrative Overhead Administrative Overhead 

costs.costs.
–– Benefit multiple cost Benefit multiple cost 

objectives.objectives.
–– Assigned to cost objectives Assigned to cost objectives 

by allocation.by allocation.
–– Examples may include Examples may include 

human services, payroll, human services, payroll, 
purchasing, accounting, purchasing, accounting, 
facilities mgt., etc.facilities mgt., etc.
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– Direct Wages & 

Salaries
– Modified Total 

Direct Costs 
(MTDC)
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����3 +��+��Identify Expenditures From SFA Financial Reports. Identify Expenditures From SFA Financial Reports. 

• NEW SCHOOL DISTRICT
• NCES                          EXPENDITURES BY FUNCTION
• FUNCTION
• CODE NCES ACCOUNT TITLE EXPENDITURES

• 1000 Instruction $900,000
• 2100 Student Services                                          75,000
• 2212            Curriculum Development 30,000
• 2213 Instructional Staff Training                              20,000
• 2321 Office of the Superintendent 40,000
• 2510 Fiscal Services 10,000
• 2520 Procurement   10,000
• 2560 Public Relations 10,000
• 2570 Personnel (Human Resources)                         15,000
• 2600      Plant Operation & Maintenance                       125,000
• 2700 Student Transportation 165,000             
• 3100 Food Services 100,000

• ----------------
• Total          $1,500,000
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• NEW SCHOOL DISTRICT
• INDIRECT COST RATE PROPOSAL
• ADJUSTMENTS FOR EXCLUDED COSTS
• NCES
• FUNCTION    EXPENDITURES                                        ADJUSTED
• CODE BY FUNCTION TOTAL COST EXCLUDED TOTAL COST

• 1000    Instruction $900,000           $100,000 (a)  $800,000
• 2100    Student Services                                75,000  75,000
• 2212    Curriculum Development                    30,000 30,000
• 2213     Instructional Staff Training                 20,000 20,000
• 2321     Superintendent’s Office                      40,000 40,000
• 2510     Fiscal Services                                   10,000 10,000
• 2520     Procurement 10,000                                  10,000
• 2560     Public Relations 10,000                                  10,000
• 2570     Personnel (Human Resources)          15,000            15,000
• 2600     Plant Operation & Maintenance        125,000 125,000
• 2700     Student Transportation                     165,000     90,000  (b)       75,000
• 3100     Food Services                                   100,000 90,000  (c)       10,000
• ---------------- -------------- ------------------
• Total $1,500,000         $280,000      $1,220,000 
• (a)  $100,000 out of $125,000 in contracted professional and technical services.  (b)  $90,000 

capital expenditure for school buses.  (c) $15,000 capital expenditure for food service equipment; 
$75,000 in food costs.
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• NCES
• FUNCTION EXPENDITURES
• CODE BY FUNCTION DIRECT INDIRECT TOTAL

• 1000 Instruction                      $800,000 $800,000
• 2100 Student Services 75,000 75,000
• 2212 Curriculum Development   30,000 30,000
• 2213 Instruct. Staff Tng. 20,000 20,000
• 2321 Superintendent’s Office $40,000 $40,000
• 2510 Fiscal Services 10,000                   10,000
• 2520 Procurement 10,000 10,000
• 2560 Public Relations 10,000 10,000
• 2570 Personnel (Hum. Res.) 15,000 15,000
• 2600 Plant Operation & Maint. 125,000 125,000
• 2700 Student Transportation 75,000 75,000
• 3100 Food Services 10,000 10,000
• ---------------- ---------------- ----------------
• TOTALS $1,010,000 $210,000          $1,220,000
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��*�2 ++++++++ Eliminate Unallowable Costs From Indirect Cost Pool .Eliminate Unallowable Costs From Indirect Cost Pool .

NEW SCHOOL DISTRICT
INDIRECT COST RATE PROPOSAL

INDIRECT
EXPENDITURES                      INDIRECT            UNALLOW- COST               DIRECT
BY FUNCTION COSTS ABLE POOL   COSTS

Instruction                  $800,000
Student Services 75,000
Curriculum Development 30,000
Instruct. Staff Training                                        20,000
Superintendent’s Office 40,000 (8,000)  (a)         32,000                  8,000  (c)
Fiscal Services 10,000 10,000
Procurement 10,000 10,000
Public Relations 10,000 (2,000)  (b)           8,000                  2,000  (c)
Personnel (Hum. Res.) 15,000 15,000
Plant Operation & Maint. 125,000 125,000
Student Transportation 75,000
Food Services 10,000

--------------- --------------- ---------------- -------------------
TOTALS        $210,000 (10,000)          $200,000           $1,020,000

(a)  Cost of Superintendent’s travel for purposes that did not benefit Federal programs.  (b)  Public 
relations cost that promoted SFA as a whole rather than its Federal programs. (c)  Unallowable 
indirect costs go to direct cost base.



INDIRECT COSTS IN THE SNP

����������	
������	�	�	��


��*�,
��*�,
��*�,
��*�, +���!#*0�������
%��'��$1��&�����++���!#*0�������
%��'��$1��&�����++���!#*0�������
%��'��$1��&�����++���!#*0�������
%��'��$1��&�����+

___Indirect Cost Pool____ =     $200,000
Direct Cost Base (MTDC)              $1,020,000

=   0.19608     or     19.61 % of MTDC



INDIRECT COSTS IN THE SNP
����������	
������	�	�	��


��	��������
�	�+����������
��	��������
�	�+���������� ��������
������	�����������������	
�������	�����������������	
�

�� �**8���**8��
0%��'��$1��&������0%��'��$1��&������
�!�*�!(��#�!�*�!(��# ..'�'�
�1�0�8�������1�0�8������
��1��*��$!&7��1��*��$!&7

�� �!��!� 
>�'
>�' &!������&!������
$%�����
�� $%�����
�� 



INDIRECT COSTS IN THE SNP
����������	
������	�	�	��

������>�����F��������������������	
�


��*�3
��*�3 +��	6��$%��1�0�8������)!��+��	6��$%��1�0�8������)!��
18�$#$%(�*��$!&�6���8$#$%��$%(�18�$#$%(�*��$!&�6���8$#$%��$%(�
�I180&�&�$��#'7�I180&�&�$��#'7

Total September Food Service CostTotal September Food Service Cost ………………$14,000$14,000

Less September Food CostLess September Food Cost …………………………………… (11,000)(11,000)

------------------------

Amount Avail. for Direct & Indirect Costs... $3,000Amount Avail. for Direct & Indirect Costs... $3,000
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Total Available / (1 + Indirect Cost Rate)  = 

$3,000 / 1.1961   =  

$2,508 to be assessed for indirect costs    
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Amount to be assessed  *  Indirect Cost Rate  =

$2,508  *  0.1961   =  

$492 to be claimed as indirect costs    
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