From: Bill Becker <bill becker@Isohc.leq mne-
Subject: RE: Allowable cost reimbursement clims fur expenses enterd into joint or enterprise wide accounts
Dale: January 21, 2014 4:23-30 PM CST
To: Jim Cox <jimcox@ mwthermo.coniz=
Cc: Scoft Rall wscottarall@gmail.com:>

Jim,

This is a explanation of what the appropriations law requires agencies and NGOs to do in order to get reimbursed for
general expenses. The page summarizes what the Council has been advised of in a number of hearing by a number
of people from the legislative auditor to staff of receiving agencies.

Here is the wording of the law referred to above:
Subd. 7.Availability of Appropriation
Moncy appropriated in this seclion may

nol : ics unless they are
related r

What's on the page is a description of what the law means and how to implement it.

From: Jim Cox [maillo: imcox@mwthermo.com]

Sent: Tuesday, January 21, 2014 4:15 PM

To: Bill Backer

Cc: Scott Rall

Subject: Re: Allowable cost reimbursement dlaims for expenses enterd into joint or enterprise wide accounts

Bili::

PP

......

Jim

On Jan 21, 2014, at 3:46 PM, Bill Becker wrote:
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Background on Legacy Fund Use Resirictions "

- ~dministrative costs are part of the cost of doing busmess for all Organizgtions,. whether- thg! are in thg
oublic Since the passmg of the legacy amendment in 2008 and its
;uosequent lmplemematlon,.the leg:clature hag tried to limit-the use of legacy funds for admlnlstrative
expenses. This goalis.not umque to-legacy fund dollars: eﬂ‘iaent administration should be a goar wrth all
sizte spendmg, so-that.on-‘me-ground program ¢ dollars &an be- maxlmlzed : x ke

In MMB’s view, the “direct and necessary” requirement is intended to promote efficient and effective
use of legacy fund doilars: The language clearly implies the need for agencies to document and defend
their legacy fund expenditure as needed, reasonable, consistently applied, and rationally allocated.
. However, it should not prohibit the use of indirect cost bill‘ng for necessary administrative costs when
. that is the -most efficient mechanlsm nor does it reqmre agencres or -sub-grantees. 10 subsldlze

administrative costs acsociated wrth legacy fund programs wlth other sources of funding_ It is reasonabl e
— and only their fair share - of agency

This guidance focuses on implementing the requirement that legacy fund expenditures be “direct and
necessary for the specific appropriation.” This requirement is intended to ensure that agencies maximize
program dollars and subsequent outcomes for alli Minnesotans. However, this requirement does not
prohibit agencies from paying for the full cost of administering legacy programs. Under law and state
policy, 2ll state funds, including the legacy funds, should pay their portion of administrative costs, and
not be subsidized by the general fund or other dedicated funding sources. That is, the legacy funds can
and should pay their fair share — and only their fair share — of organimtnonal costs. Rather than requurmg
agencdies and organizations to subsidize their ect and
necessary for” language requires that organizations adequatelv document and reasonably defend their
legacy fund expendttures '

MME Guidance to Agencies on Legacy Fund Expenditure
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The Nature Conservancy’s Direct Support Service Methodology
Background
Through the course of implementing grants awarded by the Legacy and Environmental Trust Fund (ENTRF)
processes there are numerous costs which are directly related to and necessary for program implementation but
which, for practical.reasons, cannot be assigned to specific projects. For example, all projects involve the Payroll
Dcpartment; but because of the size and complexity of the Conservancy’s accounting systems it is not possible
to determine how much of each payroll administrator's salary should be charged to specific projects.

To account for these and similar costs the Nature Conservancy has developed a methodology for documenting
them on an annual basis. This methodology is based on actual costs of Direct Support Services from the
previous year and is essentially a ratio of unassignable costs to those which are easily assigned. The ratio is
annually adjusted based on real costs. Further, the methodology and costs are annually audited and accepted as
our official “Indirect Cost Rate” by all federal funding agencies.

Costs included in this category are deemed internally as General and Administrative or Facilitios and are
represented as the sum in Column X in the table below. General and Administrative costs include: payroll and
accounting, general legal services, human resources, grants administration, information systems, and executive
management. Specifically excluded from this category are: Fundraising, Lobbying, Government Relations,
Membership Development, and costs directly assigned to projects.
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Methodology and Implementation

The Conservancy proposes to use the methodology and subsequent ratios that have been developed for our
Federal approved and audited rate as the basis for calculating Direct Support Services for Legacy and ENRTF
projects and programs. Direct Support Service requests will conform to the rate as specified in the individual
Accomplishment Plan and will not be applied to categories that unnecessarily inflate the overall rate including
the line items of Land Acquisition and Capital Equipment purchases. Total amounts will be determined as part
of the allocation process with the governing body and reflected on each Accomplishment Plan or Work Program
as a specific line-item. As an example, all TNC projects proposed for the 2014 Legislative Session have requested
reimbursement for 50% of eligible DSS costs with the remaining 50% to be contributed as leverage by The
Conservancy.



Budget Spreadsheet
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