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2022 LEA INDIRECT COST

• The US Department of Education delegated authority to Alabama State
Department of Education to establish Indirect Cost Rates for the LEA’s in
Alabama.

• The methodology currently being used was reviewed and approved by the
USDE, Indirect Cost Division in 2019.

• Current agreement expires September 30, 2024.

• Our approved methodology is Fixed Rate with Carry-Forward. The
indirect cost rate is a fixed rate established annually with an adjustment
(carry-forward) annually for the difference in estimated (2018 adjusted
General Purpose Financial Statements) and actual recovery (2020
adjusted GPFS).

• Indirect Cost Rates are devices used for determining, in a reasonable
manner, the proportion of indirect costs each program should bear. The
indirect cost pool is the numerator and the direct cost pool is the
denominator or base. The result is expressed as a percentage (rate) of
indirect costs to direct costs. Types of indirect cost rates are Provisional,
Final, Fixed, and Predetermined.





2022 LEA INDIRECT COST

• We use the approved FY2020 financial information to calculate the
FY2022 rate since the approved FY2021 financial information is not
available in time.

• The FY2020 Financials must be approved before submitting the
FY2022 Indirect Cost Proposal.

• LEAs are not required to develop an indirect cost proposal; however,
if they do not, they are not allowed to recover indirect costs related
to federal grants and contracts.

• A Non-Participation form is required from an LEA that chooses not to
develop an indirect cost proposal.

• An LEA must have an approved indirect cost rate to recover any
indirect costs for administration of federal grants.

• An LEA may participate (receive an approved indirect cost rate) and
choose not to recover any indirect cost.

• An LEA cannot charge more than their rate; however, they can
choose to recover less.



2022 LEA INDIRECT COST

• The indirect cost proposals are due March 1, 2021.

• Only the certification page (with original signatures) has to be
mailed. The rest of the proposal may be emailed to the system’s
accountant.

• The proposal will not be logged in as received until the certification
page (with original signatures) is received.

• Please verify the organization chart submitted (by mail or email) is
for the period of October 1, 2019 – September 30, 2020.

• If the whole proposal is mailed, please verify correct postage is used.
We have had packages delayed due to incorrect postage.

• Once the proposal is approved, Debra Arthur emails an approved
copy to the Superintendent and the CSFO. Please keep this approved
copy for your records.





2022 LEA INDIRECT COST

• The guidance, description, proposal, desk review, and non-participation form
are located on the ALSDE website under Department Offices, LEA
Accounting, Indirect Cost.

• The FY2022 Indirect Cost Proposal uses information from the approved
FY2020 and FY2021 Indirect Cost Proposal. If you do not have a copy, you
may contact your system’s accountant and they will email a copy.

• The Unrestricted Indirect Cost Rate Data – Unadjusted and the Restricted
Indirect Cost Rate Data – Unadjusted are also needed to complete the
proposal. These reports pull the approved year-end financial information
uploaded to ALSDE and categorizes expenditures based on fund type,
account code, object code, and fund source. The parameters are listed on
page two of each report based on Uniform Administrative Requirements.

• Indirect Costs are costs incurred for common or joint purposes. Indirect
costs benefit more than one cost objective and cannot be readily identified
with a particular cost objective. Examples would be purchasing, accounting,
and human resources.

• Generally, the amounts should be zero in the grey areas of the report. If an
amount is displayed, research the item to ensure the item is categorized
correctly.



Unrestricted Indirect Cost Rate Data - Unadjusted

• Report is used to calculate rate for programs not under the 
supplement/supplant restriction.

• Classifies expenditures into three categories –
• Excluded – expenditures are the same on unrestricted and restricted
• Indirect – allowable expenditures based on the Uniform Administrative 

Requirements, 2 CFR Part 200 (Uniform Guidance)
• Direct - allowable expenditures based on the Uniform Administrative 

Requirements, 2 CFR Part 200 (Uniform Guidance)

• The expenditures not allowed remains blank as this column 
represents those expenditures allowed as indirect on unrestricted 
but not allowed on restricted due to supplement/supplant.

• Expenditures paid from federal fund sources should not be in the 
indirect cost pool.

• An expenditure allocated between local and federal fund source 
should not be pulled into the indirect cost pool.

• Since the report classifies expenditures based on coding, manual 
adjustments may be necessary to move expenditures to the correct 
column.  This is done on the Unrestricted_CNP tab of the workbook.







Restricted Indirect Cost Rate Data - Unadjusted

• Report is used to calculate rate for programs under the 
supplement/supplant restriction.

• Classifies expenditures into four categories –
• Excluded – expenditures are the same on unrestricted and restricted

• Expenditures Not Allowed – expenditures allowed as indirect on unrestricted 
but not allowed on restricted due to supplement/supplant

• Indirect - allowable expenditures based on the Uniform Administrative 
Requirements, 2 CFR Part 200 (Uniform Guidance)

• Direct - allowable expenditures based on the Uniform Administrative 
Requirements, 2 CFR Part 200 (Uniform Guidance)

• Expenditures paid from federal fund sources should not be in the 
indirect cost pool.

• An expenditure allocated to both a local and federal fund source 
should not be pulled into the indirect cost pool.

• Since the report classifies expenditures based on coding, manual 
adjustments may be necessary to move expenditures to the correct 
column.  This is done on the Restricted tab of the workbook.







• There are four tabs to complete –
• Trend Analysis – Unrestricted Indirect
• Trend Analysis – Unrestricted Direct
• Trend Analysis – Restricted Indirect
• Trend Analysis – Restricted Direct

• Each tab requires expenditure information for a three year period. The
analysis will help identify changes in expenditures affecting the indirect cost
rate.

• The expenditure information will come from the following reports located in
ALSDE Reports under the optional selection –
• FY2018 Unrestricted Indirect Cost Data – Unadjusted
• FY2019 Unrestricted Indirect Cost Data – Unadjusted
• FY2020 Unrestricted Indirect Cost Data – Unadjusted
• FY2018 Restricted Indirect Cost Data – Unadjusted
• FY2019 Restricted Indirect Cost Data – Unadjusted
• FY2020 Restricted Indirect Cost Data – Unadjusted

• The Restricted Direct tab will require entering of expenditures for both the
Expenditures Not Allowed Column and the Direct Column.

• Manual entry is required for all yellow highlighted areas. The non-
highlighted areas are formulas.

Indirect Cost – Trend Analysis



Preparing The Indirect Cost Proposal
Do not begin this process unless the FY2020 Financial 

Statements are approved by LEA Accounting!



Step 1 – Locate the APPROVED FY20 and FY21 Indirect Cost Proposals.  
Approved Proposals are emailed to the LEA once approval signature is received
If you cannot locate the approved proposals, please contact your system 
accountant for a copy

Step 2 – Pull the Indirect Cost Rate Data – Unrestricted and the Indirect Cost Rate Data –
Restricted reports from ALSDE Reports.

Access ALSDE Reports by logging into AIM, select LEA Accounting, select Report 
tab, select Accounting Reports option.



Step 2 (continued) – the screen below will display when Accounting Reports is selected 
in AIM.  The reports are found under Optional Reports.
Pull both reports for 2018, 2019, and 2020.



Step 3 – Download the FY22 Indirect Cost Proposal from the ALSDE web site.
The proposal is located under Department Offices, Administration and
Financial Support Division, Office of LEA Support, LEA Accounting.





Always download the proposal from the web site – do not use previous year 
spreadsheet.  The FY22 Indirect Cost Proposal will be listed under the FY2022 tab.



Step 4 – Obtain the Organization Chart relating to expenditures incurred between 10/1/19 
through 9/30/20.  



Step 5 – Enter the financial data from the Indirect Cost Rate Data report into the Trend 
Analysis – Unres. Indirect tab and Trend Analysis – Unres. Direct tab
for 2018, 2019, 2020.







Step 6 – Verify expenditures in the indirect and direct cost pools.  Make adjustments for expenditures 
pulled to the wrong cost pool.  Adjustments are made on the  Unrestricted_CNP tab.
For all adjustments, include a brief explanation, fund type, account code, object code and fund source.



Step 7 – Complete Unrestricted Calculation tab using the Approved FY2020 Indirect Cost Proposal.





Step 8 – Complete the CNP Calculation Tab if applicable





Step 9 – Enter Carryforward into the Trend Analysis-Unres. Indirect tab





Step 10 – Repeat Steps 5 through 9 for the Restricted Rate











CALCULATING INDIRECT COST

1. Federal Allocation less Excluded Expenditures (found on Indirect Cost Collected Report)

2. The difference is divided by 1 + indirect cost rate

3. The quotient (indirect cost base) is multiplied by indirect cost rate

4. The product is the maximum indirect cost allowed.

For example:

LEA has 4.15% indirect cost rate.  

The Federal Allocation is $600,000.  

Excluded expenditures are $1,300

600,000-1,300=598,700

598,700/1.0415=574,843.98

574,843.98*4.15%=23,856.02 (allowable budgeted indirect cost)

Budgets:

Financials:
1. Actual Federal Expenditures less Excluded Expenditures

2. The difference is multiplied by indirect cost rate

For example:

LEA has 4.15% indirect cost rate

Actual financial expenditures are 530,564.54

Excluded expenditures are $1,000

530,564.54-1,000=529,564.54

529,564.54*4.15%=21,976.93 (earned indirect cost)



2022 LEA Indirect Cost

Direct any questions to your 
assigned accountant 

334-694-4617


