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DATE:  January 26, 2004 
 
RE:   Indirect Cost Methodology changes 
 
____________________________________________________________________________________ 

When the fiscal year 2004 indirect cost methodology collection was presented to the County 
Schools Superintendents, many Superintendents and business managers were dismayed with the 
requirement of having to count warrants rather than transactions. It was felt that counting 
transactions was a more fair and accurate measure of indirect costs. At that time, the County 
Schools Superintendents requested that the Arizona Department of Education formally request a 
change in methodology through the United States Department of Education. The requested 
methodology change has now been approved by the United States Department of Education with 
the effective date of July 1, 2003. The rates will be computed on a fixed with carry forward 
methodology. This is an internal calculation done by ADE after all the worksheet information 
has been submitted to us. Also, in no event will the transaction-based ratios used to compute the 
rates exceed twenty-five percent (25.0%) of the average warrant-based ratios for Fiscal Years 
1999 through 2003 (i.e., Your transaction based ratio is .3337. Your average warrant-based ratio 
is .2795. Therefore, your maximum transaction based ratio is .3493. Since .3337 is less than 
.3493, your ratio will be .3337. (Calculation:   .2795 X .25 = .069875. Then take .2795 + .069875 
= .349375.) If your transaction-based ratio came out to .3683, then your transaction-based ratio 
would be the maximum of .3493.). If you have forwarded to the agency your 2004 indirect based 
on warrant count, please re-calculate based on transaction count.       
 
At the conclusion of fiscal year 2005, the United States Department of Education may conduct a 
review of the rates and indirect costs billed by the County Superintendents.  If the United States 
Department of Education determines that the revised methodology results in material harm to the 
federal awards, they may rescind or modify this Agreement.  
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All other terms and conditions of Agreement No. 2002-033 remain unchanged. 
 

Reminder: County School Superintendents offices are no longer to submit their claims to the 
Arizona Department of Education. In order for the County School Superintendents office to 
receive payment(s) for the handling of their districts’ federal grant funds, the claims will need to 
be submitted directly to the districts. The districts are to pay the County School Superintendents 
offices based off of the CSS approved indirect cost rate for that project year. The districts’ will 
then include this administrative cost as a part of their indirect cost. Districts should exercise 
controls to ensure that the amount paid to the County School Superintendents offices for each 
federal project does not exceed the grants or the districts budgeted allowable indirect amount.  
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