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OVERVIEW

• What is Indirect Cost?

• What is the approval process?

• Where can I include the indirect cost?
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• Why do an audit?

• Technical assistance
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WHAT IS INDIRECT COST?

 (According to 2 CFR Part 225) 

“Indirect cost are those that have been 
incurred for common or joint purposes and 
cannot be readily identified with a 
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particular final cost objective…”
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TYPES OF INDIRECT COST

• Salaries & Fringe 
Benefits

• Equipment Rental

• Utilities

• Building Maintenance

• Membership

• Administrative Staff

• Reprographic Services
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• Office Supplies

• IT Services

• Telephone

• Training & Travel

• Professional Services
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2 CFR, Part 225
 Appendix A ‐ E

http://www.ecfr.gov/cgi‐bin/text‐idx?tpl=/ecfrbrowse/Title02/2cfr225_main_02.tpl

WHAT IS THE PROCESS?

Local Government 
Agency 

(submits ICAP/ICRP)

Caltrans A&I
(Review for compliance)

Compliant Non‐compliant
Within 30 

business days

Within 6 
months of 

close of LGA FY

ICAP: Indirect Cost Allocation Plan
ICRP: Indirect Cost Rate Plan
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ICAP/ICRP accepted by 
A&I for billing and 
reimbursement

Additional documents 
needed  or changes

Rate 
acceptance 
letter to LGA

6‐month 
status report 
to FHWA

Reject and return to 
LGA

Non‐compliant

Compliant

5

WHAT IS THE PROCESS? (cont.)

Department performs 
Risk Assessment Annually
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ICAP/ICRP selected for 
audit

6‐month 
status report 
to FHWA

Audit reports 
to LGA & 
FHWA

Audits performed by 
A&I / FHWA

Within record 
retention 
period
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WHERE CAN I INCLUDE THE INDIRECT COST?

• Federal‐Aid transportation projects

• STIP projects

• State funded projects
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Indirect Cost cannot be included in the following:

• Completed project with FROE (not eligible for retroactive 
reimbursement)

• Environmental Enhancement Mitigation program (EEM)

• Freeway Service Patrol  (pursuant to S&H Code section 2564)
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WHERE IS IT ON THE INVOICE?
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From  Rate Acceptance 
Letter

WHY DO AN AUDIT?

• Determine if the ICRP is in compliance with 2 CFR 
Part 225.

• Determine if the ICRP is in compliance with the 
requirements of the Department of Local Program 
Procedures Manual (LPP) 04‐10
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Procedures Manual (LPP) 04 10.

• Determine if the Local Agency/ MPO/ RTPA’s cost 
accounting is adequate to accumulate and segregate 
costs.
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DON’T LOSE YOUR FEDERAL MONEY

5. Improper Charge of Indirect Costs‐ You are in violation when you charge indirect costs without 
an approved Indirect Cost Rate from Caltrans Audits & Investigations. This includes any indirect 
cost charged by the Agency, or Division/ Department etc. of the Agency. This also includes any 
Cognizant approved rates received by the Agency from someone other than Caltrans Audit & 
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g pp y g y
investigations.
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TECHNICAL ASSISTANCE
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• http://www.dot.ca.gov/hq/audits/index.html

• http://www.dot.ca.gov/hq/LocalPrograms/lam/prog_p/Ch05‐2013‐05‐08.pdf

• Code of Federal Regulations 

 2 CFR, Part 228 

 49 CFR, Part 18
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QUESTIONS
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