
A Direct Conversation 

About Indirect Costs

National Self-Help Conference

Orlando, FL

Thursday 3/13/25

10:15 AM



Your Trainers Today…

Samantha Bowley, Senior 

Financial Management Specialist
samantha.bowley@rcac.org

360.965.5021

Donna Lea Brooks, Rural 
Development Specialist
donnalea.brooks@rcac.org

541.226.1117

Moderator

Facilitator

mailto:samantha.bowley@rcac.org
mailto:donnalea.brooks@rcac.org


Housekeeping

• Cell phones = set to SILENT

• Participation = encouraged

• Restrooms, hydration, stretch, do 

your thing, just minimize 

distraction please

• Attendance: sign in sheet, sign it!

• Evaluations: on your app, let us 

know your thoughts!



Let’s Express Our Feelings…

….About Indirect!

….And Share Our Rate Type Too!



Indirect…

it’s
complicated



1. USDA RD Instruction 1944-I

2. 2 CFR Part 200 (Uniform 

Guidance)

3. Your Cognizant Agency

•Negotiated Indirect Cost Rate 

Agreement

Where Do I Find the Rules Around Indirect?

Sources:

https://www.ecfr.gov/current/title-7/subtitle-B/chapter-XVIII/subchapter-H/part-1944/subpart-I
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200


1944-I
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eCFR Title 2 Subtitle A Chapter II Part 200 (UG)
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Your Cognizant Agency



RD Instruction 1944-I Exhibit P



RD Instruction 1944-I Exhibit S cont. 

Indirect Cost Rate 
VS. 

Cost Allocation Plan



RD Instruction 1944-I Exhibit S

“up to”!

“up to”!



Uniform Guidance
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UG Subpart E—Cost Principles

§200.412   Classification of costs
There is no universal rule for classifying certain costs as 
direct or indirect costs. A cost may be direct for some 
specific service or function but indirect for the Federal 
award or other final cost objective. 

Therefore, each cost incurred for the same 
purpose in like circumstances must be 
treated consistently either as a direct or 
an indirect cost to avoid possible double-
charging of Federal awards. Where do you 
define how you do this? 
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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) Administrative and clerical staff salaries should normally be 
treated as indirect costs. Direct charge only if they meet all the 
following conditions: (met in our 523 grant) 

(1) Administrative or clerical services are integral to the Federal 
Award,

(2) Individuals involved can be specifically identified with the 
Federal Award; and,

(3) The costs are not also recovered as indirect
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UG Subpart E—Cost Principles



§200.414   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



UG Subpart E—Cost Principles

§200.414 (f) De minimis rate

…any Recipient that does not have a current 
negotiated (including provisional) rate…

…may elect to charge a de minimis rate of up 
to 15% of modified total direct costs (MTDC)…

…the recipient is authorized to determine the 
appropriate rate…

...no documentation is required to justify the 
rate…

Up to

15%



UG Subpart E—Cost Principles

§200.414 (f) De minimis rate cont.

…once elected must be used consistently for all 
Federal awards

…Federal agencies may not require recipients to 
use a lower de minimis rate than the negotiated 
rate… 

…recipient may use rate indefinitely or may 
negotiate with cognizant agent for a rate at any 
time…

Up to

15%
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UG Subpart E—Cost Principles 200.412-200.415

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



Uniform Guidance
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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 
COSTS

DIRECT 
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

Up to 
15% 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
STRATEGY SLIDE

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: 

Direct salaries and wages OR

Direct salaries, wages and fringe benefits OR

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 $50,000

• EXCLUDES equipment, capital expenditures, portion of each subaward 
in excess of $50,000* *Other items may be excluded to avoid serious inequity in 
distribution of indirect costs

I Got my Base Rate!

MTDC may be the base for your Cognizant Agency rate calculation, but 
it is ALWAYS the required base for the de minimis rate (up to 15%)



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



A Painful Math Truth



Federal Agency Acceptance of Negotiated Indirect Cost Rates

§200.414 Indirect costs

(c) Federal Agency Acceptance of Negotiated Indirect 

Cost Rates. (1) Negotiated indirect cost rates must be 

accepted by all Federal agencies. 

(2) The Federal agency must notify OMB of any approved 

deviations. Recipient may notify OMB of any disputes 

with Federal agencies regarding the application of a 

federally negotiated indirect rate.

(3) The Federal agency must implement, and make 

publicly available, the policies, procedures and criteria to 

justify deviations from negotiated rates.



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



A Few More Handy Tools

 
•Sample DOI Submission Materials

•J Monteux, RCAC Cost Allocation & 

Indirect article (textbook)

•Bookmark UG 2 CFR 200 & I944-I 

…and Remember, Your 

Financial Policies & 

Procedures are also a 

primary tool in your belt!



rcac.org self-help housing resources financial toolkit



Questions / Discussion



Samantha Bowley

Senior Financial Management Specialist, 

Mutual Self-Help Housing, RCAC

360.965.5021

sbowley@rcac.org

 

mailto:sbowley@rcac.org


Let’s Express Our Feelings NOW…

….About Indirect!



Don’t Forget the Eval in Your App!

Session Evaluation
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