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Cost Allocation Plan Overview 
 
A cost allocation plan distributes the allowable costs of central services departments to 
grantee departments based on allowable allocation methodologies (referred to as an 
allocation basis) depending on the nature of the cost and benefit or service provided to 
its recipients (grantees).  A central services department typically provides services 
primarily to other departments or agencies but seldom, if ever, directly to the 
governmental unit’s citizens.  Likewise, a central service department receives services 
and support from other central service departments and in this respect can be a grantee 
department. 
 
Each central services department is presented in this report beginning with a brief 
narrative describing the services provided by that department and the activities or 
functions provided to those grantee departments which benefit from its services.  All 
costs for each central services department are analyzed to determine if they are 
allowable for charging to grantee departments and to which activity or function they 
will be allocated.  A detailed distribution showing the actual cost allocation basis is also 
presented for each function.  Additionally, since central service departments also 
receive incoming costs from other central service departments, these incoming costs are 
allocated or assigned in a second distribution or iteration of the costs. 
 
The Summary of Allocated Costs shows all central services departments and the 
amount of costs allocated to each listed grantee department.  The sum of costs allocated 
by all central services departments to one grantee department is the total allocated costs 
or fixed costs for the current period. 
 
Costs are typically recovered on a two-year cycle.  Costs actually recovered during the 
current period are based on a cost allocation plan prepared based upon costs from a 
period two years prior.  Actual costs recovered are adjusted to actual costs incurred 
through the use of a Carry Forward Adjustment.  The current period fixed costs are 
compared to the fixed costs of a prior period (typically two years prior to the current 
period).  The difference is the carry forward adjustment.  When the carry forward is 
added to the current period fixed costs the resulting total is the Proposed Cost for use 
two years after the current period.  Proposed costs are used in various grant 
applications, including the computation of an indirect cost rate; grant reporting; in 
budget development and preparation; and other financial reporting purposes. 
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SECTION II 

PART 2 
FISCAL YEAR 2008 

 
 

STATE OF INDIANA 
 

GENERAL SERVICES ROTARY (MAIL & PRINTING) FUND 
(5220-106100 061) 

 
NATURE AND EXTENT OF SERVICES 

 

During fiscal year 2008, the Department of Administration out-sourced its mail and 

printing funds to a private vendor, Pitney Bowes.  Charges for services are billed by 

Pitney Bowes to benefiting state agencies through this fund. 

 

The Printing Fund’s June 30, 2007 Retained Earnings balance has been posted to this 

new fund (the former Mail Room fund) as a prior period adjustment.  Pitney Bowes is 

using State facilities and some other services and are being allocated a Section I SWCAP 

cost accordingly. 

 

Pitney Bowes is using state facilities to provide services.  Therefore, central service 

agencies provide services and a SWCAP charge is applied accordingly.  Money in the 

fund is not invested separately and investment earnings therefore accrue to the General 

Fund.  Imputed interest is calculated using the fiscal year’s average investment yield on 

General Fund investments, as determined by the Treasurer of State, applied and 

compounded on the average monthly cash balance in the fund. 
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SECTION II 
PART 2 

FISCAL YEAR 2008 
 
 

STATE OF INDIANA 
 

MOTOR POOL FUND 
(5220-106200 061) 

 
NATURE AND EXTENT OF SERVICES 

 

Part of the Department of Administration’s General Services Division, the Motor Pool 

provides fleet management services for the State.  The Motor Pool maintains a fleet of 

vehicles that can be leased by State agencies on an as needed basis.  The Motor Pool also 

provides repair and maintenance service on vehicles that are purchased by other State 

agencies. 

 

For vehicles owned by Motor Pool, a depreciation expense is calculated and 

accumulated on a straight-line basis over a reasonable estimated useful life on a per 

vehicle basis.  The Motor Pool periodically sells used vehicles.  Any gain or loss on the 

disposition of these vehicles is applied to the fund balance. 

 

Other central service agencies provide services to the Motor Pool and a SWCAP charge 

is applied accordingly.  Money in the fund is not invested separately and investment 

earnings therefore accrue to the General Fund.  Imputed interest is calculated using the 

fiscal year’s average investment yield on General Fund investments, as determined by 

the Treasurer of State, applied and compounded on the average monthly cash balance 

in the fund. 
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SECTION II 
PART 2 

FISCAL YEAR 2008 
 
 

STATE OF INDIANA 
 

STATE AVIATION DIVISION 
 
 

NATURE AND EXTENT OF SERVICES 

 

The Aviation Division was created in October of 2005 to manage the state's consolidated 

aircraft fleet. As a part of its responsibilities, the Division works with the Indiana State 

Police, Indiana Department of Natural Resources, Indiana Department of 

Transportation, and the Governor's Office to coordinate aircraft use.   The Division 

maintains the state's aircraft fleet, including both helicopters and fixed-wing aircraft.   

 

Other central service agencies provide services to the Motor Pool and a SWCAP charge 

is applied accordingly.  Money in the fund is not invested separately and investment 

earnings therefore accrue to the General Fund.  Imputed interest is calculated using the 

fiscal year’s average investment yield on General Fund investments, as determined by 

the Treasurer of State, applied and compounded on the average monthly cash balance 

in the fund. 
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SECTION II 
PART 2 

FISCAL YEAR 2008 
 
 

STATE OF INDIANA 
 

STATE EMPLOYEE HEALTH INSURANCE FUND 
 
 

NATURE AND EXTENT OF SERVICES 

 

Under the supervision of the State Personnel Department, the State Employee Health 

Insurance Fund is a self-insurance fund for the State’s Traditional Health Insurance 

Plan.  Anthem Blue Cross / Blue Shield acts as the State’s Third Party Administrator 

(TPA).  The TPA receives claims and submits approved claims to the SPD for payment 

by the Auditor of State. 

 

An actuarially determined liability for unpaid claims is included in expenses pursuant 

to Governmental Accounting Standards Board (GASB) reporting standards. 

 

Other central service agencies provide services to State Employee Health Insurance 

Fund and a SWCAP charge is applied accordingly.  Money in the fund is not invested 

separately and investment earnings therefore accrue to the General Fund.  Imputed 

interest is calculated using the fiscal year’s average investment yield on General Fund 

investments, as determined by the Treasurer of State, applied and compounded on the 

average monthly cash balance in the fund. 
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SECTION II 
PART 2 

FISCAL YEAR 2008 
 
 

STATE OF INDIANA 
 

STATE EMPLOYEE DISABILTY FUND 
 
 
 

NATURE AND EXTENT OF SERVICES 

 

Under the supervision of the State Personnel Department, the State Employee Disability 

Fund is a self-insurance fund for the State’s Disability Insurance program.  JW Flynn 

and WAUSAU act as the State’s Third Party Administrators (TPA).  The TPA receives 

claims and submits approved claims to the SPD for payment by the Auditor of State. 

 

An actuarially determined liability for unpaid claims is included in expenses pursuant 

to Governmental Accounting Standards Board (GASB) reporting standards. 

 

Other central service agencies provide services to State Employee Health Insurance 

Fund and a SWCAP charge is applied accordingly.  Money in the fund is not invested 

separately and investment earnings therefore accrue to the General Fund.  Imputed 

interest is calculated using the fiscal year’s average investment yield on General Fund 

investments, as determined by the Treasurer of State, applied and compounded on the 

average monthly cash balance in the fund. 
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SECTION II 
PART 2 

FISCAL YEAR 2008 
 
 

STATE OF INDIANA 
 

STATE EMPLOYEE DEATH BENEFITS FUND 
 
 

NATURE AND EXTENT OF SERVICES 

 

Under the administration of the Public Employees’ Retirement Fund (PERF), the State 

Employees’ Death Benefits fund provides for a $50,000 payment to the families of State 

employees who die in the line of duty. 

 

The actuarially determined reserve for future liability is $1,563,000.  The State’s pension 

fund actuary determined this liability based upon historical line of duty deaths over the 

nine years preceding December 31, 2002 and a margin for the event of catastrophic 

occurrences. 

 

Other central service agencies provide services to PERF, but a SWCAP charge is not 

specifically allocated to the Death Benefits Fund.  Money in the fund is invested 

separately and investment earnings accrue to the fund. 
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