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FINANCE MEMORANDUM 
	

MEMO NO. 12-09 

TO: 	All Department Heads 

FROM: 	Kalbert K. Young 
Director-of Finance 

SUBJECT: Negotiation Agreement Approving Central Services Costs and Fringe 
Benefit Rates for FY 12 

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, 2012. 

Although we are close to the end of FY 12, 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. 12-03, dated April 3, 2012, the 
fringe benefit rate for FY 12 consisted of the following items: 
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Item 
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Rate  

Pension Accumulation 15.00% 
Pension Administration .00% 
Retiree Health Insurance 7.96% 
Employees' Health Fund 7.02% 
Workers' Compensation 1.22% 
Unemployment Compensation .91% 
Social Security 6.20% 
Medicare 1.45% 

Composite Rate 39.76% 

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 







STATE/LOCALITY: State of Hawaii 

AGREEMENT DATE: May 16, 2012 

SECTION 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 
statutory 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 obligatiOns 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/locality 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 COSTS:  Charges for the services listed in Section II will be billed in 
accordance 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 OMB Circular A-'87, and should be applied to grants, contracts and other 
agreements covered by that Circular, subject to any limitations in Paragraph A 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) 

(SIGNATURE) 	 (SIGNATURE) 
Kalbert K. Young 	Arif Karim  

(m.rm) 	 (SANE) 
Director of Finance 	Acting Director, Division of Cost Allocation  

(TITLE) 	 (TITLE) 
June 12, 2012 	May 16, 2012  

(DATE) 	 (DATE) 
HHS Representative 	Naomi Tamashiro  
Telephone 	 (415) 437-7820  

(3) 










