LINDA LINGLE
GOVERNOR
STATE OF HAWAII
EMPLOYEES' RETIREMENT SYSTEM DEPARTMENT OF BUDGET AND FINANCE
HAWAII EMPLOYER-UNION HEALTH BENEFITS TRUST FUND P.0O. BOX 150
OFFICE OF THE PUBLIC DEFENDER HONOLULU, HAWAII 96810-0150

PUBLIC UTILITIES COMMISSION

April 21, 2010

FINANCE MEMORANDUM
TO: All Department Heads
FROM: Georgina K. Kawamura

Director of Finance

GEORGINA K. KAWAMURA
DIRECTOR

BARBARA A. ANNIS
DEPUTY DIRECTOR

ADMINISTRATIVE AND RESEARCH OFFICE

BUDGET, PROGRAM PLANNING AND
MANAGEMENT DIVISION

FINANCIAL ADMINISTRATION DIVISION

MEMO NO. 10-06

SUBJECT:  Negotiation Agreement Approving Central Services Costs and Fringe Benefit

Rates for FY 09

Attached is a copy of the negotiation agreement between the State of Hawaii and the
U.S. Department of Health and Human Services on behalf of the federal government
approving central services costs and fringe benefit rates for the fiscal year ending June 30,

2009.

Although FY 09 is already completed, the negotiation agreement is being transmitted to you
for your information and records.

Please note that the central services costs listed in Exhibit A of the agreement are costs that
may be allocated only to federal grants, contracts, and other agreements performed by your
departments and attached agencies. They should not be construed to reflect the full costs of
central services provided to you.

As previously reported in Finance Memorandum No. 10-05, dated March 24, 2010, the
fringe benefit rate for FY 09 consisted of the following items:
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Item Rate
Pension Accumulation 15.00%
Pension Administration .01%
Retiree Health Insurance 6.49%
Employees’ Health Fund 6.69%
Workers’ Compensation 78%
Unemployment Compensation .34%
Social Security 6.20%
Medicare 1.45%
Composite Rate 36.96%

Should you have any questions or require further information, please contact me, or your
staff may contact Mr. Neal Miyahira, Administrator of this department’s Budget, Program
Planning and Management Division, at 586-1530.

Attachment



COST ALLOCATION AGREEMENT
STATE AND LOCAIL GOVERNMENTS

State of Hawaii DATE: March 23, 2010

P.0O. Box 150 ' FILING REF.: The preced-

Honolulu, HI 96810 : ing agreement was dated:
06/30/09 G10268

SECTION I: ALLOCATED COSTS

The central service costs listed in Exhibit A, attached, are approved on a
fixed basis and may be included as part of the costs of the
State/local departments and agencies indicated during your fiscal year ended
June 30, 2009 for further allocation to Federal grants, contracts and

other agreements performed at those departments and agencies.

SECTION II: BILLED COSTS

In addition to Section I, which provides for services furnished but not
billed, the services listed below are furnished and billed to State/local

departmehts and agencies.

Attorney General
*Fringe Benefits

Car Pool Motor Vehicles
*Data Processing

*See special remarks



STATE/LOCALITY: State of Hawaii

AGREEMENT DATE: March 23, 2010

SECTION III: SPECIAL REMARKS

Cost Allocation Plan

' Charges for Fringe Benefits cited in Section II are billed only to
special (restricted) fund activities including Federal projects.
Department/agency indirect cost rate proposals will include any
adjustments necessary to segregate these costs in Section I between
the following categories: (1) those which are identifiable to direct
programs funded from State general funds, and (2) those which are
identifiable with administrative functions of the department/agency.
Costs identified with category (1) will be included in the direct
cost base, and costs identified with category (2) will be considered

to be indirect costs.

Data Processing charges will be billed in accordance with rates
established by the State and included in the records of the Informa-
tion and Communications Services Division (ICSD). The variances
between billed costs and actual costs must be carried forward in the
computation of future billing rates; but no later than the second
succeeding year. It is the responsibility of ICSD to notify depart-
ments of billing amounts for each department.

Fringe Benefits

Charges for fringe benefits cited in Section II include pension
accumulation, pension administration, social security taxes,
medicare, health, dental, and life insurance, unemployment compensa-
tion, and workers compensation.

For charging purposes, the following benefits rates may be used:
Fixed for the Period
_7/1/08 - 6/30/009.

Pension Accumulation 15.00%
Pension Administration ' 0.01%

All other benefits will be charged based on the actual rates in
effect at the time the charges are made.



STATE/LOCALITY: State of Hawaii

AGREEMENT DATE: March 23, 2010

SECTICN IV: CONDITIONS

The amounts approved in Section I and the billings for the services listed in Section
II are subject to the following conditions:

A, LIMITATIONS: (1) Charges resulting from this Agreement are subject to any
statuteory or administrative limitations and apply to a given grant, contract or other
.agreement only to the extent that funds are available. (2) Such charges represent
costs incurred by the State/locality which are legal cobligations of the State/locality
and are allowable under OMB Circular A-87. ({3) The same costs that are treated as
indirect costs are not claimed as direct costs. (4) Similar types of costs are
accorded consistent accounting treatment. (5) The information provided by the
State/locality which was used to establish this Agreement is not later found to be
materially incomplete or inaccurate.

B. ACCOUNTING CHANGES: This Agreement is based on the accounting system purported by
the State/leccality to be in effect during the Agreement period. Changes to the method
of accounting for costs which affect the amount of reimbursement resulting from use of
this Agreement require prior approval of the authorized representative of the Cognizant
Agency. Such changes include, but are not limited to, changes in the charging of a
particular type of cost from allocated cost to a billed cost. Failure to obtain
approval may result in cost disallowances.

C. FIXED AMOUNTS: If fixed amounts are approved in Section I of this Agreement, they
are based on an estimate of the costs for the period covered by the Agreement. When
the actual costs for this period are determined, adjustments will be made to the
amounts of a future year to compensate for the difference between the costs used to
establish the fixed amounts and actual costs.

D. BILLED CQOSTS: Charges for the services listed in Section II will be billed in
acceordance with rates established by the State/locality. These rates will be based on
the estimated costs of providing the services. Adjustments for variances between
billed costs and the actual allowable costs of providing the services, as defined by
OMB Circular A-87, will be made in accordance with procedures agreed to between the
State/locality and the Cognizant Agency.

E. USE BY OTHER FEDERAL AGENCIES: This Agreement was executed in accordance with the
authority in COMB Circular A-87, and should be applied to grants, contracts and other
agreements covered by that Circular, subject to any limitations in Paragraph Z above.
The State/locality may provide copies of the Agreement to other Federal Agencies to
give them early notification of the Agreement.

BY THE STATE/LOCALITY BY THE COGNIZANT AGENCY
: ON BEHALF OF THE FEDERAL GOVERNMENT

State of Hawaii DEPARTMENT OF HEALTH AND HUMAN SERVICES

(STATE/LOCALITY} ' (AGENCY)

{STGNATURE) (S5IGNATURE)

Georgina K. Kawamura Wallace Chan

{NAME) {NAME)

birector of Finance Director, Division of Cost Allocation

(TITLE] {(TITLE)

APR 27 2010 March 23, 2010

(DATE) {DATE)
HHS Representative Nacomi Tamashire
Telephone (415) 437-7820

(3)
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