(COST ALLOCATION TEMPLATE)

TEMPLATE Instructions: Using the replace function in Word, replace “[Agency Name]” with your agency’s name. Replace [bracketed items] with what is requested in the brackets, see the last page for officer titles. Remove the brackets. Then, delete this and print on your letterhead. 
POLICY:  
[Agency Name] will maintain a written cost allocation plan outlining methods of cost determination in compliance with State and Federal reporting requirements.  The reference for this plan will be Policy 03 (Tennessee Department of Finance & Administration http://www.tn.gov/finance/act/documents/policy3.pdf).

PROCEDURE:

A cost allocation plan is necessary for distributing costs to various programs which benefit more than one program and are not directly assigned.  Cost allocation is a mathematical exercise to distribute these costs to programs in a manner that the costs are proportional to be benefit received.

[Agency Name] will incur three kinds of costs: direct, allocable direct, and administrative.  Examples of each type of cost are defined in this procedure.

1. Direct Costs are those costs that can be identified to benefit a specific program.  Examples include:

a. Salaries and benefits of persons who provide direct services to program beneficiaries and work only in one program (Case Managers, Intensive Focus Specialist, etc.)

b. Travel costs that can be specifically identified to benefit a particular program

c. Supplies which are used only in one program

d. A contract for professional services which benefits a single program

2. Allocable Direct Costs are costs which benefit more than one program, but do not fall under the criteria of administrative.  Examples include:

a. Salaries and benefits of program employees whose work benefits more than one program (i.e. nurses, physicians, etc.)

b. Travel costs of employees whose work benefits more than one program

c. Occupancy costs of programs

d. Telephone costs of programs

e. Supplies used by more than one program

f. Contract for professional services that benefit more than one program

g. Rental and maintenance of equipment used by more than one program

3. Administrative Costs are costs that benefit the operations of the entire agency, but cannot be identified to a specific program such as:

a. Administrative staff salary and benefits (or administrative portions thereof if the staff spends time on program-related activities).

b. Supplies of administrative employees

c. Travel of administrative employees

d. Occupancy costs of administrative employees

e. Postage and telephone costs of administrative employees

f. Liability insurance

g. Other ___________

[Agency Name] allocates certain actual expenditures at the time they are recorded on the books (i.e. when an invoice is received and entered into the A/P system).  The following methods are used to allocate administrative and allocable-direct costs.

a. Allocable Direct costs generally are allocated when they are recorded on the books.  The Supported Organizations of the [Agency Name] may; however, use various categories of allocable direct costs for monthly allocation to programs and the administrative pool.  Several different methods for 

allocation of allocable-direct costs are used.  The following represents these methods:

(1) Salaries and benefits are allocated on the basis of time.

(2) Occupancy costs for program areas are allocated based on the number of square feet occupied by the program area as a percentage of total square feet to all program areas

(3) General telephone costs are allocated based on number of phones assigned to programs

(4) Common equipment rental is allocated based on square footage

(5) General maintenance is allocated based on square footage

(6) General depreciation is based on square footage

b. Administrative costs allocable to programs are accumulated in a separate cost pool during each month.  Quarterly, administrative costs are allocated to each program based on its percentage of total program actual direct costs after allocation of allocable direct costs.

[Agency Name] will review this Cost Allocation Plan on an annual basis, and revise if necessary at that time.

This Cost Allocation Plan will be submitted for approval to the cognizant state agency.  The Tennessee Department of Mental Health and Substance Abuse Services have been assigned as the cognizant state agency.  This assignment was made by the Tennessee Department of Finance and Administration.  It is understood that once assigned, the term of responsibility is indefinite, although responsibility may be reassigned upon written request and justification to the Tennessee Department of Finance and Administration by either [Agency Name] or its cognizant state agency.

REVIEWED and APPROVED for [Agency Name]:
_______________________________________________      _________________

[Executive Director or Comptroller]



Date

_______________________________________________      _________________

[VP or Accounting Director, etc]




Date

REVIEWED and APPROVED for TENNESSEE DEPARTMENT OF MENTAL HEALTH and SUBSTANCE ABUSE SERVICES:
_______________________________________________
_________________

Asst. Director of Fiscal Services




Date

