
RCAC Regional Financial Peer Group
Let’s Talk About Indirect!



Who’s With Us Today?

Murphy says…

Hank’s in the back…he’s very shy!

chat box



Indirect…

it’s
complicated



•2 CFR Part 200 (UG)

•USDA RD Instruction 1944-I

•Your Cognizant Agency
•Negotiated Indirect Cost Rate 
Agreement

Where Do I Find the Rules Around Indirect?

Sources:



eCFR Title 2 Subtitle A Chapter II Part 200 (UG)
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PART 200 - UNIFORM ADMINISTRATIVE REQUIREMENTS, COST 
PRINCIPLES, AND AUDIT REQUIREMENTS FOR FEDERAL AWARDS

Title 2 – Grants & Agreements
Subtitle A – Office of Management & Budget Guidance for Grants & Agreements

Chapter II – Office of Management & Budget Guidance



RD Instruction 1944-I Exhibit P chat box



RD Instruction 1944-I Exhibit P cont. 

Indirect Cost Rate 
VS. 

Cost Allocation Plan



Your Cognizant Agency



Uniform Guidance
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chat box



UG Subpart E—Cost Principles 200.412-200.415

§200.412   Classification of costs
There is no universal rule for classifying 
certain costs as either direct or indirect
facilities and administrative (F&A) under 
every accounting system

…but it is essential that each 
item of cost incurred for the 
same purpose be treated 
consistently in like 
circumstances either as a 
direct or an indirect (F&A) cost
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chat box

Who Loves Policies & Procedures? We do!



§200.413   Direct costs
(a) Easily and accurately assigned to a specific award
(c) Salaries of administrative and clerical staff should normally 
be treated as indirect. Direct charge only if all of the 
following are met: (met in our 523 grant) 

(1) Administrative or clerical services are integral to the project,
(2) Individuals involved can be specifically identified with the 
project,
(3) Such costs are explicitly included in the budget or have prior 
written approval, and 
(4) The costs are not also recovered as indirect
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UG Subpart E—Cost Principles 200.412-200.415



Costs in the indirect cost pool are:
• Allowable, and
• Benefit ALL programs
• NOT allowed in the pool at any time: capital expenditures, 

losses on awards, unallowable costs, and expenditures that 
benefit some but not all programs
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UG Subpart E—Cost Principles 200.412-200.415



UG Subpart E—Cost Principles 200.412-200.415

§200.414   Indirect (F&A) costs (f) 
…any NFE that does not have a current negotiated 
(including provisional) rate…

…may elect to charge a de minimis rate of 10% of modified 
total direct costs (MTDC)…

...no documentation is required to justify the 10% de 
minimis indirect cost rate…

…costs must be consistently charged as either indirect or 
direct costs…

…once elected must be used consistently for all Federal 
awards…

…NFE may choose to negotiate with cognizant agent for a 
rate at any time

chat box
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UG Subpart E—Cost Principles 200.412-200.415



15

UG Subpart E—Cost Principles 200.412-200.415

Buckle Up Buttercup – we’re heading for Appendix IV!



Allocating Your “Baskets”
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INDIRECT COSTS
• HR Director wage
• CFO wage

SHARED COSTS 
• Office Building Rent
• Utilities

DIRECT COSTS
• 523 Program Coordinator wage
• Program brochure printing cost 

INDIRECT 
COSTSDIRECT 

COSTS

SHARED 
COSTS

Appendix IV to Part 200 - Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations



Appendix IV to Part 200 -

COST 
ALLOCATION 

METHODS

INDIRECT COST RATE – used to 
allocate indirect costs
• Device for determining, in a 

reasonable manner, the proportion of 
indirect costs each program should 
bear; a ratio of indirect costs and a 
direct cost base

Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

DIRECT COSTING ALLOCATION
Identify the costs to be allocated, and define the measure 

of activity that will fairly allocate the costs

BASIS FOR ALLOCATIONTYPE OF SERVICE

Shared Vehicle # miles driven

Food Preparation # of meals served

Building & Maintenance # of square feet



Appendix IV to Part 200 -

DIRECT COSTING METHOD 
– allocate costs based on 
relative benefit received
• Charge shared costs to programs 

based on an activity or non-
monetary base

COST 
ALLOCATION 

METHODS
For Indirect

INDIRECT COST RATE – used to 
allocate indirect costs
• Device for determining, in a 

reasonable manner, the proportion of 
indirect costs each program should 
bear; a ratio of indirect costs and a 
direct cost base

10% de 
minimis

Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations



Appendix IV to Part 200 -

Indirect Cost Rate – used to 
allocate indirect costs
• Device for determining, in a 

reasonable manner, the proportion of 
indirect costs each program should 
bear; a ratio of indirect costs and a 
direct cost base

Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

Total Agency Costs

Direct Costs

Indirect Costs

Indirect Cost Pool ÷ BASE = INDIRECT COST RATE

All Agency Indirect Costs 
Your Base…one of these

Wage & 
Fringe

Wage 
Only MTDC



Appendix IV to Part 200 - Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

INDIRECT CALCULATION BASE OPTIONS: INDIRECT CALCULATION BASE OPTIONS: 

Direct salaries and wages ORDirect salaries and wages OR

Direct salaries, wages and fringe benefits ORDirect salaries, wages and fringe benefits OR

Modified Total Direct Costs (MTDC) Modified Total Direct Costs (MTDC) 
• (Almost) ALL direct program costs, e.g., salaries and wages, fringe, 

materials, supplies, services, travel and subawards up to the first $25,000
• EXCLUDES equipment, capital expenditures, portion of each subaward 

in excess of $25,000* *Other items may be excluded to avoid serious inequity in 
distribution of indirect costs

• MTDC may be the base for your Cognizant Agency rate calculation, but 
it is ALWAYS the required base for the 10% de minimis rateI Got my Base Rate!



Appendix IV to Part 200 -

COST 
ALLOCATION 

METHODS

INDIRECT COST RATE – used to 
allocate indirect costs
• Device for determining, in a 

reasonable manner, the proportion of 
indirect costs each program should 
bear; a ratio of indirect costs and a 
direct cost base

Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

Final Rate
•applicable to specified past period which is based on the actual costs of the period
•not subject to adjustment

Provisional Rate
•temporary rate applicable to a specified period which is used for funding, interim reimbursement, and reporting indirect costs
•pending the establishment of a final rate for the period

Predetermined Rate
•applicable to a specified current or future period, usually the fiscal year
•based on an estimate of the costs to be incurred during the period
•not subject to adjustment

Fixed Rate
•same characteristics as a predetermined rate,
•except that the difference between the estimated costs and the actual costs of the period covered by the rate is carried forward as an 

adjustment to the rate computation of a subsequent period



Your Cognizant Agency

Final Rate



Your Cognizant Agency

Provisional  Rate



UG Subpart E—Cost Principles 200.412-200.415

§200.414 (c)(1) negotiated rates 
must be accepted by all 
Federal awarding agencies*…

…unless required by Federal 
statute or regulation, or when 
approved by a Federal awarding 
agency head or delegate…



Appendix IV to Part 200 - Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

• You are required to charge 
all programs fairly and to 
follow your plan

• Invoice funding sources 
according to grant 
requirements, but charge all 
costs according to your 
plan

• Record other revenue or 
move expenses to offset 
unallowed costs

What about the 
grants that disallow 
some costs or limit 

the amount
of administrative 

costs you can 
charge?



We’ve Talked About the Rules, Now Here’s Some Tools

•Spreadsheet Tool
•Calculate your actual Indirect by pay 
period, month or quarter

•You must know what your BASE is 
(from your NICRA letter)

•Compare your ACTUAL calculated 
indirect for the period against your 
PROVISIONAL rate

•Let’s go see how it works…



Appendix IV to Part 200 -

Indirect Cost Rate – used to 
allocate indirect costs
• Device for determining, in a 

reasonable manner, the proportion of 
indirect costs each program should 
bear; a ratio of indirect costs and a 
direct cost base

Indirect (F&A) Costs Identification and Assignment, 
and Rate Determination for Nonprofit Organizations

Total Agency Costs

Direct Costs

Indirect Costs

Indirect Cost Pool ÷ BASE = INDIRECT COST RATE

All Agency Indirect Costs 
Your Base…one of these

Wage & 
Fringe

Wage 
Only MTDC



A Few More Handy Tools

•Spreadsheet Tool
•Calculate your actual Indirect by pay period, month 
or quarter

•You must know what your BASE is (from your 
NICRA letter)
•Compare your ACTUAL calculated indirect for 
the period against your PROVISIONAL rate

•Sample DOI Submission Materials
•J Monteux, RCAC Cost Allocation & Indirect 
article (textbook)
•Bookmark UG 2 CFR 200 & I944-I @ your desk
•…and Remember, Your Financial Policies & 
Procedures are also a primary tool in your belt!



Indirect…

KEY TAKE AWAYS:
• Indirect cost items must not also be 

charged directly to programs
• Funds spent on administrative costs are 

unavailable for programmatic use
• Costs must be allowable under the cost 

principles
• Many funding sources limit the amount 

of total administrative costs – not 
fair!...but true

• Funds spent on administrative costs, 
which are not charged to the program 
receiving the benefit, must be paid for 
by other funds of the agency



Samantha Bowley

Financial Management Specialist, Mutual Self-Help 
Housing, RCAC

360.965.5021

sbowley@rcac.org

Indirect Workgroup Committee 

members of 

RCAC’s Regional Financial Peer Group 

Michelle Picklesimer, Financial Officer, SCCAP, ID 
michelle@sccap-id.org

Craig Nelson, Finance Director, HAC, AZ 
CNelson@Hacorp.org

Socorro Espinoza, Accounting Manager, SHH, UT 
socorro@selfhelphomes.org


