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1.1. Introduction 

Facilities and Administrative (F&A) costs—also known as overhead or indirect costs—are 

the real and necessary expenses that research institutions incur to conduct research, but 

which cannot be easily attributed to any single grant or project. These costs help keep the 

institution’s research infrastructure running, supporting all projects collectively. 

1.2. Components of F&A Costs 

F&A costs are typically divided into two broad categories: 

1. Facilities – Costs related to the physical and technical infrastructure that supports 

research, such as building mortgage interest, building depreciation, library 

expenses, utilities, and maintenance. 

2. Administrative – Costs associated with the administrative and management 

functions that support research. These costs may include those associated with 

central offices of research administration; portions of the salaries for the president, 

deans, department chairs, and departmental staff engaged in grant administration; 

compliance offices; and reporting systems. 

1.3. Negotiating F&A Rates 

To charge the correct amount of F&A to grants, every four years, the research institutions 

negotiate their F&A rates with the federal government. They calculate their research-

related F&A costs and summarize them in standard forms – either a “long form” or a “short 

form” – issued by the Office of Management and Budget (OMB).  

Negotiations are made with the cognizant agency for indirect costs, which is typically 

either: 

● The Department of Health and Human Services (DHHS), or 

● The Office of Naval Research (ONR) 

The cognizant agency is determined by whichever one of these agencies provides the 

largest amount of grant funding to the institution. 
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1.4. F&A Rate Negotiation Methods 

Fixed: A fixed rate is established for a set period and is subject to adjustment after the 

period ends based on actual costs. This allows for over- or under-recovery to be 

reconciled. 

Predetermined: The rate is fixed and not subject to adjustment. Typically used when the 

federal government and the institution agree that the rate will not change, regardless of 

actual costs incurred. 

Provisional: A temporary rate is used until a final rate is negotiated. Reconciled later with 

actual costs but not intended to lock in a rate for a full period. 

Final: A rate based on actual costs for a completed period and not subject to adjustment. 

The most common method of establishing these rates is predetermined negotiation, in 

which a fixed rate is agreed upon for a set period without later adjustments. 

1.5. Methods of Assigning F&A Costs 

There are three main methods to allocate F&A costs to grants: 

1. Modified Total Direct Costs (MTDC) – The most common method, MTDC 

calculates F&A on most direct costs with exclusions often including equipment and 

participant supports costs. Exclusions will be dictated by the funding agency or the 

funding announcement and should be closely monitored. MTDC is mandated on 

federal funding for institutions receiving over $10 million annually in federal grants. 

2. Total Direct Costs (TDC) – Calculates F&A on all direct costs without exclusions. 

3. Salaries and Wages (S&W) – Bases the calculation solely on salary and wage 

expenditures. 

1.6. The MTDC Method 

Under MTDC, certain expenses are excluded from the base before calculating F&A costs. 

The funding announcement will clearly list or link to an agency specific listing of the 

specific exclusions. Below is the most common definition of MTDC. 
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Items that Receive F&A under MTDC 

● Salaries and wages 

● Fringe benefits 

● Travel 

● Supplies and materials 

● Services and contractual costs 

● Subawards (first $50,000 only)* 

 

*Note that this increased from $25,000 to $50,000 for most institutions with the Uniform 

Guidance changes of 2024. However, F&A rates are negotiated for a set duration of time, 

and some institution’s negotiated F&A rate Subaward determinations remain at $25,000 

until the end of the current negotiated period.  

Items Excluded from F&A under MTDC 

● Equipment purchases 

● Construction and renovation 

● Participant support costs 

● Stipends and scholarships 

● Tuition reimbursement 

● Subaward amounts exceeding $50,000* 

● Off-campus rental facilities 

● Patient care costs 

The sum of dollar amount items that do receive F&A under this model is called MTDC. For 

example, if a project includes salaries and wages ($200,000), fringe benefits ($50,000), 

equipment ($40,000), and participants support costs (36,000), only salaries and wages and 

fringe benefits are considered as part of MTDC. Therefore, MTDC will be $250,000.  

1.7. Rates 

After negotiations with the cognizant agency, an F&A rate agreement specifying the exact 

rates and for which fiscal years will be signed by the Director of Cost Allocation Services (or 

designee). Please see Appendix I of this chapter, for an example.  
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The rates are specified in Section I of the F&A agreement letter. The rates vary by the type 

of activity, and whether the activity is conducted on campus or off campus.  

- On-Campus, Research: Includes administrative and full facilities rates. Typically 

50% to 60%.  

- On-Campus, Other Sponsored Activity. Includes administrative rates and partial 

facilities rates. Typically around 35% to 45%.  

- Off-Campus (Research or Other Activities): Includes only administrative rate. 

Typically 26%.  

Note: The Administrative component for institutes of higher education has been capped 

at 26% by federal regulation since 1991, but the Facilities rate varies depending on the 

institution’s circumstances. This cap does not necessarily apply to other types of 

institutions. 

1.8. Special Cases and Exceptions 

By statute, or by agency regulation, some applicable F&A rate differs from the negotiated 

rates. Some exceptions are shown in the table below.  

Situation Applicable Rate Base 

NIH Training Grants 8% MTDC 

Foreign Grants 8% MTDC 

NIH Conference Grants 0% N/A 

NIH Individual Fellowships 0% N/A 

USDA/NIFA Grants Up to 30% of total costs (≈43% 

of direct costs) 

TDC or direct cost 

equivalent 
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Foundations, State, or Local 

Governments 

May use other rates, depending 

on their policy 

Variable 

No Negotiated Rate 15% (de minimis), starting 2024  MTDC 

 

Some institutions may not have a negotiated rate. In that case, they can use a de minimis 

rate, which increased to 15% in 2024 and is applied to MTDC. Previously, this rate was 10%.  

1.9. Average F&A 

While some rates, particularly off-campus rates can be as high as 60%, it has to be noted 

that, on average, close to 25% of the total federal funds are spent on F&A. For example, in 

FY2023, the National Institutes of Health (NIH) provided approximately $35B of external 

awards, of which $9B (26%) was F&A.  

This is because: 1) F&A is applied to MTDC only (not all expenses); 2) there are off-campus 

rates; and 3) there are many exceptions, such as exceptions for training grants, which 

receive only 8% F&A.  

1.10. Spending Reimbursed F&A 

The research institution spends the F&A costs for administration and facilities and is later 

reimbursed for those costs. Therefore, F&A is not a gift or additional money. It is solely a 

reimbursement.   

Given that F&A recovery is a reimbursement, the institution is permitted to spend the 

funds as it pleases, as long as the expenses are allowable. This is comparable to dental 

insurance. A person may pay the dentist out of pocket and then be reimbursed – fully or 

partially – by the insurance. The reimbursed funds do not have to be used for dental 

health; they can be used for anything, including buying tickets to a movie theater. 
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1.11. Summary 

F&A costs – such as costs related to library and departmental administration of research – 

are a critical component of research funding, ensuring that institutions can maintain the 

facilities and administrative support necessary for high-quality research.  

Understanding how rates are negotiated, which items are included or excluded under 

MTDC, and the exceptions for certain funding mechanisms are essential for effective grant 

budgeting and compliance.  
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1.12. Practice Questions 

1. What are some other names for facilities and administrative costs? 

a. Overhead, direct costs 

b. Overhead, indirect costs 

c. Indirect costs, sponsored costs 

d. Sponsored costs, direct costs 

2. Which of the following is typically charged to facilities and administrative (F&A) 

costs? 

a. Salary for the project key personnel 

b. Supplies for the project 

c. Library books and subscriptions for research 

d. Stipend for undergraduate students 

3. Which of the following is typically charged to direct costs? 

a. Stipends for postdocs 

b. Building depreciation 

c. Departmental grant administration 

d. Interest on building mortgages 

4. Which of the following may NOT be considered as part of F&A costs for a building 

used for research? 

a. Building depreciation 

b. Mortgage interest 

c. Mortgage principal 

d. Utilities for the building 

5. NIH provides F&A for _______ grants. 

a. Conference  

b. Kirschstein-NRSA individual fellowships 

c. Research 

d. Construction 
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6. Since 1991, the administrative costs of F&A have been capped at: 

a. 16% 

b. 21% 

c. 26% 

d. 31% 

7. Which of the following bases may be used for F&A calculation? 

a. Total direct costs 

b. Modified total direct costs 

c. Salaries and wages 

d. Any of the above 

8. For federally funded research grants, F&A costs are typically applied to: 

a. Total project costs 

b. Total direct costs 

c. Modified total direct costs 

d. Salaries of key personnel, supplies, and stipends 

9. Which of the following is correct? 

a. Total costs > Total direct costs > Modified total direct costs 

b. Total costs > Modified total direct costs > Total direct costs 

c. Modified total direct costs > Total direct costs > Total costs 

d. Total direct costs > Total costs > Modified total direct costs 

10. Which of the following receives F&A costs on federally funded grants under the 

MTDC model? 

a. Equipment 

b. Renovations 

c. Participant support costs 

d. Supplies 

11. Which of the following receives F&A costs on federally funded grants under the 

MTDC model? 

a. Travel for senior investigators 

b. Patient care costs 

c. Capital expenditures 

d. Subawards beyond the first $50,000 
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12. Which of the following receives F&A costs on federally funded grants under the 

MTDC model? 

a. Rental costs of off-site facilities 

b. Scholarships for participant support 

c. Student tuition remission 

d. Subawards up to $50,000 

13. Which of the following is NOT an allowable cost for F&A rate negotiations? 

a. General administration, such as costs associated with the Vice President for 

Research 

b. Commencement costs 

c. Depreciation costs 

d. Interest on debts associated with buildings 

14. Which of the following may be an allowable cost for F&A rate negotiations? 

a. Alcoholic beverages 

b. Lobbying 

c. Alumni activities 

d. Society memberships 

15. F&A rate for on campus research for University X is 50%. University X applies for a 

research grant that will be done on campus, with a total direct cost of $800,000 and 

modified total direct costs of $500,000. However, University X receives only 

$100,000 of F&A costs for this project. Under recovery of F&A for this project is:  

a. $150,000 

b. $250,000 

c. $300,000 

d. $400,000 

16. University X receives a 3-year NIH grant that starts in FY2022. Notices of award 

come in every year. F&A rates included in the proposal were those that were 

negotiated in FY2019. In FY2023, University re-negotiated F&A rates, because of 

which the rates will increase. What happens to the F&A rate for this grant? 

a. It remains constant throughout the 3-year period.  

b. It will increase in FY2023.  

c. It will remain unchanged in FY2023 but will increase in FY2024.  

d. It depends on the policy of University X.  
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17. In the example above, after the 3-year period, University X applies for competitive 

renewal of the grant, to begin in FY2025. What F&A rate should be used? 

a. The same rate as in FY2022, when the initial grant was awarded.  

b. The new rate that was approved in FY2023.  

c. A weighted average of the FY2022 and FY2023 rate.  

d. It depends on University X’s policy.  

18. Negotiated F&A rates for a university change in the middle of a grant. The 

university later receives a supplement to this grant, after the rates change. Which 

F&A rate will the supplement use? 

a. It depends on the university policy.  

b. It depends on the state in which the university resides.  

c. The F&A rate of the original grant. 

d. The new F&A rate, except for NSF which usually uses the original rate. 

19. The negotiated rates for FY2024, FY2025, and FY2026 of University U are 50%, 50%, 

and 52%, respectively. The university fiscal year starts on July 1 of each year. The first 

year of a certain grant starts on May 1, 2025. What rate does University U use for 

this grant for its first year? 

a. 50%, because the appropriate rate is the one when the grant starts.  

b. 52%, because most of the Year 1 period will be in FY2025.  

c. A simple average of the two rates (51%).  

d. A weighted average of the two rates, with weights based on length of time 

in each period (51.6%) 

20. Cost principles for development of F&A rates for institutes of higher education is 

included in: 

a. 2 CFR 200, Appendix I 

b. 2 CFR 200, Appendix III 

c. FAR, Part 31, Subpart 31.2 

d. FAR, Part 34, Subpart 34.2 

21. Which of the following describes an F&A negotiation method that establishes a rate 

for a period with no carry-forward provision? 

a. Predetermined 

b. Fixed 
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c. Provisional  

d. Final 

22.  Which of the following describes an F&A negotiation method that establishes a 

rate for a period, but allows for over- or under-recovery? 

a. Predetermined 

b. Fixed 

c. Provisional  

d. Final 

23. Which of the following describes an F&A negotiation method to come up with a 

temporary rate, until all calculations are done? 

a. Predetermined 

b. Fixed 

c. Provisional  

d. Final 

24. What is the most common type of rate negotiation? 

a. Predetermined rates 

b. Fixed rates with carry forward 

c. Provisional rates 

d. Negotiated lump sum for F&A costs 

25. Beginning in 2024, institutions that do not have an F&A rate agreement with the 

federal government can use a de minimis rate of: 

a. 8% 

b. 12% 

c. 15% 

d. 26% 

26. Negotiated F&A rates apply to: 

a. Grants 

b. Cooperative agreements 

c. Cost-reimbursable contracts 

d. All of the above 
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27. What is the cap on F&A rate for USDA/NIFA grants? 

a. 10% of total costs 

b. 30% of modified total direct costs 

c. 10% of total costs 

d. 30% of total costs 

28. A university has a negotiated indirect cost rate of 55% for on-campus research. The 

university applies for a USDA/NIFA research grant that will be done on campus. All 

items on the grant budget receive indirect costs. The F&A rate will be 

approximately: 

a. 17% 

b. 30% 

c. 43% 

d. 55% 

29. A university has a negotiated indirect cost rate of 60% for on-campus research. The 

university applies for a USDA/NIFA research grant that will be done on campus. The 

requested items are salaries and fringe benefits ($500,000), supplies ($100,000), and 

a piece of equipment ($100,000). How much is in the maximum F&A dollars that 

can be requested? 

a. $260,000 

b. $300,000 

c. $360,000 

d. $420,000 

30. A university has a negotiated indirect cost rate of 50% for on-campus research. The 

university applies for a USDA/NIFA research grant that will be done on campus. The 

requested items are salaries and fringe benefits ($400,000), supplies ($100,000), and 

a piece of equipment ($200,000). How much is in the maximum F&A dollars that 

can be requested? 

a. $250,000 

b. $300,000 

c. $350,000 

d. $400,000 
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31. A federal grant is given to a university via a state agency as a pass-through entity. 

The F&A rate on this grant should be: 

a. Zero 

b. 10% 

c. The usual rate that the state gives to universities 

d. The federally negotiated rate 

32. An institution had predetermined rates for F&A costs, which are in effect from 2020 

to 2024. The period ended but for various reasons the institution did not have time 

to collect the data to renegotiate the rates with DHHS. What happens after 2024? 

The institution will:  

a. Receive no indirect costs for its research until the negotiations are done.  

b. Have to use a de minimis rate of 10%.  

c. Have the chance to request a one-time extension of the previous rates, up 

to 4 years.  

d. Be able to increase its rates, but no more than 5%, for a total of 4 years.  

33. An institution receives full (capped) administrative F&A costs for federal grants. This 

institution submits a grant application with a total direct cost of $300,000 and a 

modified total direct cost of $200,000. The project is considered off-campus, and 

hence does not receive any facilities costs. How much will the F&A costs be? 

a. $52,000 

b. $78,000 

c. $94,000 

d. $109,000 

34. An institution has an F&A cost rate of 60%. The institution submits a federal grant 

that includes the following: a) salaries and fringe benefits: $200,000; b) equipment: 

$50,0000; c) renovations: $100,000; and c) supplies: $50,000. How much is the 

requested F&A costs? 

a. $50,000 

b. $60,000 

c. $150,000 

d. $240,000 
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35. An institution has a fringe benefit rate of 25% and an indirect costs rate of 50%. The 

institution submits a grant for a total amount of $250,000 that includes salaries and 

fringe benefits, supplies, and equipment. Assuming that the direct cost of supplies is 

$50,000 and the direct cost of the equipment is $25,000, how much has been 

allotted to salaries and fringe benefits, respectively? 

a. $75,000, $25,000 

b. $80,000, $20,000 

c. $100,000, $20,000 

d. $100,000, $25,000 

36. The total amount charged to a grant is capped at $200,000. University A has an 

F&A cost rate of 60% and uses the funds for salaries and fringe ($25,000), supplies 

($25,000), equipment ($25,000), and a subaward to University B, which also has an 

F&A cost rate of 60%. University B uses all the funds for salaries and fringe, supplies, 

and travel. Up to what dollar amount can University B use for its direct costs? 

a. $30,125 

b. $40,625 

c. $50,500 

d. $60,325 

37. A PI decides to reallocate $20,000 given to him by the NSF for equipment purchase 

because a new PI has moved to the next lab and has allowed him to use their 

equipment, which can generate the required results. The PI uses the $20,000 to 

provide more funds for participant support costs, a cost allowable under the award. 

How does this transfer change availability of funds for items other than equipment 

and participant costs? (the indirect cost rate is 60%). 

a. Does not change the rest 

b. Increases the rest by $12,000 

c. Decreases the rest by $12,000 

d. Decreases the rest by $6,000 

38. A university submits a proposal to the NSF to acquire a piece of equipment worth 

$1,000,000. The on-campus research, on-campus other sponsored activities, and 

off-campus F&A rates are 50%, 40%, and 26%, respectively. How much F&A should 

be added to this proposal request? 
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a. $0 

b. $260,000 

c. $400,000 

d. $500,000 

39. F&A cost reimbursements to an institution may be used for: 

a. Library costs, administrative costs. 

b. Administrative costs, renovation of facilities.  

c. Library costs, administrative costs, and upkeep of equipment. 

d. Any item that the institution deems necessary and is allowable under its 

policies. 

40. F&A costs:  

a. Remain constant over time for each institution.  

b. Are usually applied to total direct costs. 

c. Are negotiated with the federal government every few years.  

d. Remain unchanged when an award is transferred to a different institution.  

41. When using pre-determined rates, the rates usually change on:  

a. January 1 of each year. 

b. July 1 of each year.   

c. October 1 of each year (the new federal government fiscal year).  

d. The day of the new fiscal year of the non-federal entity (NFE). 

42. Which two agencies act as cognizant agencies on behalf of the federal government 

to negotiate Facilities and Administrative (F&A) Costs with universities? 

a. Department of Defense (DoD), Department of Transportation (DOT) 

b. Office of Naval Research (ONR), Department of Health and Human Services 

(DHHS) 

c. Department of Health and Human Services (DHHS), Department of 

Transportation (DOT) 

d. Air Force (AF), Office of Naval Research (ONR) 
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43. Which of the following is the cognizant agency for all Indian tribal governments? 

a. Department of Health and Human Services (DHHS) 

b. Department of Interior (DoI) 

c. Department of Education (DoEd) 

d. Office of Naval Research (ONR) 

44. Which agency becomes the default cognizant agency for a university? The one that: 

a. Has larger overall intramural research funding.  

b. Is in closer proximity to the university.  

c. Provides the largest amount of funding to that university.  

d. Has traditionally offered the highest rate.  

45. Who signs the DHHS-approved negotiated F&A rates? 

a. The Director of the National Institutes of Health 

b. The Director of the Cost Allocation Services 

c. The Assistant Secretary for Administration 

d. The Secretary of Health and Human Services 

46. In DHHS F&A rate agreements, F&A rates are included in_____ of the agreements.  

a. Cover letter 

b. Section I 

c. Section II 

d. Section III 

47. In DHHS F&A rate agreements, Special Remarks are included in____ of the 

agreements.  

a. Cover letter 

b. Section I 

c. Section II 

d. Section III 

48. F&A cost rates for NIH-supported training grants are: 

a. 8% of total direct costs 

b. 8% of modified total direct costs 

c. 26% of total direct costs 

d. 26% of modified total direct costs 
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49. F&A cost rate for the NIH K awards are: 

a. 8% of total direct costs 

b. 8% of modified total direct costs 

c. 26% of total direct costs 

d. 26% of modified indirect costs 

50. Which recipients may charge full F&A rate for NIH K awards? 

a. R1 universities  

b. R2 universities 

c. HBCUs 

d. State agencies 

51. F&A cost rate for US Department of Agriculture (USDA) research grants is no more 

than: 

a. 18% of total direct costs 

b. 18% of modified total direct costs 

c. 43% of total direct costs 

d. 43% of modified total direct costs 

52. Off-campus rates are applied typically when: 

a. The PI is asking for a lower rate, such that the project has more funds.  

b. More than 50% of the work is done outside facilities belonging to the 

institution. 

c. More than 50% of the work is done in facilities belonging to the institution, 

but outside the main campus.  

d. The research does not require sophisticated lab equipment.  

53. F&A cost reimbursements: 

a. Are considered a bonus given to the institution for research contributions 

they are doing on behalf of the society.  

b. Are paid to the institution for legitimate research-related costs that have 

already incurred.  

c. Must be directly sent to the department where research occurred.  

d. Must be spent only on certain items that are used for F&A cost calculations.  
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54. Cost sharing on federal grants: 

a. Reduces F&A rates 

b. Increases F&A rates 

c. Has no bearing on F&A rates 

d. Will affect the F&A rate in unpredictable ways.  

55. Let the dollar amount of allowable F&A costs, overall modified total direct costs, 

and costs share amount portion of modified direct costs be F, M, and C, 

respectively. The formula for F&A rate is: 

a. F ÷ M 

b. F ÷ (M+C) 

c. F ÷ (M-C) 

d. (F+C) ÷ M 

56. Which of the following usually does NOT have indirect costs on federal grants?    

a. Travel 

b. Contractual payments to employees 

c. Subcontracts to other institutions beyond $50,000 

d. Consultancy fees 

57. University X has a total modified direct research cost of $200 million. The University 

spends $60 million for administrative costs and another $60 million for facilities 

costs for research. What is the indirect cost rate? 

a. 48% 

b. 52% 

c. 56% 

d. 60% 

58. What is the threshold of annual federal funds given to an institution for using the 

Simplified Method (short form) for negotiating F&A costs? 

a. $5 million 

b. $10 million 

c. $20 million 

d. $50 million  
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59. What is the F&A rate for grants given to foreign universities using NIH-funded 

grants? 

a. The federally negotiated rates 

b. 10% of total direct costs 

c. 10% of modified total direct costs 

d. 8% of modified total direct costs 

60. Waiver or reduction of F&A costs:  

a. Is never justified.  

b. May be justified if the seed grant money is likely to bring in more funds.  

c. May be allowable when receiving funds from a for-profit entity.  

d. Is allowable only with permission from the federal cognizant agency.  

61. Waiver or reduction of F&A costs may be justified under which of the following 

circumstances? When the institution: 

a. Is committed to help junior faculty with grants that may not have F&A costs.  

b. Believes establishing a strategic partnership is important, even with reduced 

or waived F&A costs.  

c. When the grant may bring in money for students who are in need of funds.  

d. All of the above.  

62. Changes to Uniform Guidance allow for a change in the level of capitalization (from 

$5,000 to $10,000). Universities receiving grants: 

a. Can immediately change the F&A charged to existing grants.  

b. Can immediately change the level in their grant proposals.  

c. Can change the rate after the university changes their level of capitalization 

as well.  

d. Need to wait for the next F&A rate negotiation.  

63. Which of the following sets forth the accounting practices to distinguish direct costs 

from F&A costs? 

a. SF-424A 

b. SF-424B 

c. DS-2 

d. SF-42 
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64. Which of the following sets forth the accounting practices to distinguish direct costs 

from F&A costs? 

a. R1 Universities, by law, receive the highest F&A rates.  

b. R2 Universities will receive a minimum of 48% F&A for on-campus research.  

c. F&A rates are always higher for on-campus than off-campus research.  

d. F&A rates always increase with inflation over time. 

65. The 26% cap on administrative rate part of F&A rate applies to: 

a. Institutions of higher education (IHEs)   

b. Independent research institutions   

c. Hospitals   

d. All of the above 

66. Assume that the average on-campus research F&A rate of universities is 55%. This 

means that:   

a. F&A is 55% of total proposal cost.   

b. F&A (overhead) is 55% of total direct costs.   

c. Universities substantially benefit from research grants.  

d. None of the above.  

  



F&A Costs           24 of 38 

1.13. Answers to Practice Questions 

1. B 

2. C  Library costs attributed to research are often charged to the facilities part of 

F&A. It is difficult to know if a certain journal is used for one single research project. 

Therefore, library costs are charged for all projects together, hence to F&A.  

3. A  Stipends are paid from a single project, hence they are charged to direct 

costs. The other items are charged to F&A.  

Item Cost Type Why 

Building depreciation Indirect (F&A) Not tied to a single project; part of facilities 

cost recovery 

Departmental 

administration 

Indirect (F&A) General admin support is not unique to 

one project; part of administrative recovery 

Interest on building 

mortgages 

Indirect (F&A) Buildings are not for a single project. 

Therefore, financing costs (including 

interest) to acquire or to construct 

buildings are charged to the facilities 

portion of F&A.   

 

4. C  Mortgage principal – NOT allowable as part of F&A costs. The repayment of 

loan principal is considered a capital expense, not an allowable cost for reimbursement 

through F&A rates. Allowable F&A Costs for a Research Building: 

Item Allowable in 

F&A? 

Explanation 

Building depreciation  Yes Recoverable over the building’s useful life 
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Mortgage interest Yes (with 

restrictions) 

May be allowable if incurred after Jan 1, 

1981 and properly documented. 

Utilities  Yes Necessary operating cost and often 

included in the facilities component of the 

F&A rate 

 

5. C NIH does not pay F&A for certain types of grants, including conference 

grants, construction grants, or individual fellowship grants.  

6. C 

7. D Any of these methods may be used. However, if the research institution 

spends over $10 million of federal awards per year, only MTDC can be used with 

federal funding.  

8. C Given that most grants are given to universities or research institutions with 

over $10 million expenditure per year, the large majority use the MTDC method.  

9. A  Total Costs = Total Direct Costs + F&A Costs, therefore total costs is larger 

than total direct costs. Total direct costs is divided into two groups: those that receive 

F&A (MTDC) and those that do not receive F&A. Therefore, total direct costs is larger 

than MTDC.  

10. D 

11. A 

12. D 

13. B  

Cost Item Allowable for F&A Negotiations? 

General administration (e.g., Office of 

the Vice President) 

Allowable under Administrative category 
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Commencement costs NOT Allowable – considered unrelated to 

research or sponsored programs.  

Depreciation costs  Allowable – under Facilities category 

Interest on debts associated with 

buildings 

Allowable, if the building is used for 

research and meets federal guidelines. 

 

14. D  In the context of Facilities & Administrative (F&A) rate negotiations, only 

certain types of indirect costs are allowable under OMB Uniform Guidance (2 CFR 

§200). Let’s review each option: 

Cost Item Allowable? Reference 

Alcoholic beverages Not allowable Explicitly unallowable under Uniform 

Guidance (§200.423) 

Lobbying  Not allowable Prohibited under §200.450 

Alumni activities Not allowable Unrelated to sponsored projects 

(§200.424) 

Society memberships Allowable (in some 

cases) 

If related to the performance of a 

federal award (§200.454) 

 

15. A  Under recovery of F&A means how much the university received less than it 

should have received.  

In this case, the university should have received 50% of the MTDC, or 0.5 × $500,000 = 

$250,000. Instead, the university received only $100,000. Therefore, under recovery is 

$150,000.  

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200?toc=1
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200?toc=1
https://www.ecfr.gov/current/title-2/section-200.423
https://www.ecfr.gov/current/title-2/section-200.450
https://www.ecfr.gov/current/title-2/section-200.424
https://www.ecfr.gov/current/title-2/section-200.424
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16. A For federal grants like NIH awards, the F&A rate applied to a grant typically 

remains the rate negotiated and in effect at the time the grant is awarded (FY2022 in 

this case), even if the negotiated rates increase in later years. 

Annual notices of award confirm funding but generally do not change as a result of 

new negotiated rates.  

Any new grants, new supplements, or competing continuation grants starting after the 

original period may use the newly negotiated rates. 

17. B 

18. D  When a supplement to an existing grant is awarded after the negotiated 

F&A rates have changed, generally the new F&A rate applies to the supplement. The 

exception is the National Science Foundation (NSF), which typically applies the original 

grant’s F&A rate for supplements. 

19. A 

20. B  2 CFR 200, also known as Uniform Guidance, summarizes rules and 

regulations for federal awards. The full name is the Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards. Uniform 

Guidance has several appendices, including Appendix III, which is entitled “Indirect 

(F&A) Costs Identification and Assignment, and Rate Determination for Institutions of 

Higher Education (IHEs)”. 

21. A Predetermined rates are not subject to adjustment for under- or over-

recovery, regardless of actual costs incurred. 

22. B Fixed rates are established for a set period and subject to adjustment after 

the period ends based on actual costs, allowing for over- or under-recovery to be 

reconciled. 

23. C 

24. A 

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200?toc=1
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25. C  Under the Uniform Guidance, institutions that do not have a negotiated F&A 

rate agreement with the federal government may elect to charge a de minimis rate of 

15% of Modified Total Direct Costs (MTDC). A de minimis rate of 15% started in 2024. 

Prior to that, this rate was 10%.  

26. D 

27. D 

28. C For USDA/NIFA grants, the maximum F&A is capped at 30% of total cost. 

That means if the total cost is $100, F&A will be at most $30 and direct costs will be 

$70. Given that all items receive F&A, direct costs = MTDC.  

Max F&A rate = F&A / MTDC = 30 / 70 ≈ 0.43 = 43% 

Therefore, while the negotiated rate is 55%, the university can charge only 43%. For 

USDA/NIFA grants, the LESSER will of the MTDC method and 30% of total is the final 

rate.  

29. B  The lesser of the MTDC or 30% of total will be the correct number. 30% of 

total means 
3/7 of direct.  

MTDC: 

MTDC base = $500,000 (salaries and fringe) + $100,000 (supplies) = $600,000 

F&A = 60% × $600,000 = $360,000 

30% of total (or 3 seventh of direct): 

Given that the direct is $700,000, 
3/7 of direct is 

3/7 × $700,000 = $300,000.  

The lesser of the two is $300,000.  

30. A  The lesser of the MTDC or 30% of total will be the correct number. 30% of 

total means 
3/7 of direct.  

  



F&A Costs           29 of 38 

MTDC: 

MTDC base = $400,000 (salaries and fringe) + $100,000 (supplies) = $500,000 

F&A = 50% × $500,000 = $250,000 

30% of total (or 
3/7 of direct): 

Given that the total direct is $700,000, 
3/7 of direct is 

3/7 × $700,000 = $300,000.  

The lesser of the two is $250,000.  

31. D Even though the grant is passed through the university via the state, the 

federal rate still applies, as the source of the grant is federal.  

32. C  According to 2 CFR 200.414(g) and guidance from the Office of 

Management and Budget (OMB), an institution that has a federally negotiated F&A 

rate (e.g., with DHHS) may request a one-time extension of its current negotiated rate 

for up to four years, without additional negotiation. 

This extension is: 

● Optional (must be requested) 

● Allowed only once 

● Intended to reduce administrative burden 

After the extension, the institution must renegotiate. 

33. A  The project is off-campus, therefore the F&A rate will include only the 

administrative element. The university receives a full (capped) administrative rate, which 

is 26%.  

F&A = rate × MTDC = 0.26 × $200,000 = $52,000 

34. C  MTDC = $200,000 (salaries and fringe) + $50,000 (supplies) = $250,000 

F&A = rate × MTDC = 0.60 × $250,000 = $150,000  

https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(g)
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35. B  Assume salaries is S. Fringe benefits, which is 25% of salaries, will be 0.25 × S.  

Total direct costs will be: salaries + fringe + supplies + equipment. Of this, the first 

three will receive 50% F&A.  

Total costs = (salaries + fringe + supplies) × 1.5 + equipment  →  

$250,000 = (S + 0.25 × S + $50,000) × 1.5 + $25,000  → 

$225,000 = (1.25 S + $50,000) × 1.5  →  

$150,000 = 1.5 × 1.25 × S →   

S = $80,000.  

Fringe = 0.25 × S = $20,000 

Note: Even without any calculations, only answers B or D could be correct, because 

they are the only ones that have a fringe that is 25% (a quarter) of the salary.  

36. B  Let’s first calculate University A’s expenses. This university will receive F&A on 

the first $50,000 of the subaward.  

University A’s expenses = (salaries and fringe + supplies) × 1.6 + $50,000 × 0.6 + 

equipment = ($25,000 + $25,000) × 1.6 + $30,000 + $25,000 = $135,000 

Given that the total is $200,000 and University A will use $135,000, the remaining 

$65,000 will be for University B. Let’s call University B’s direct costs D.  

University B’s expenses = D × 1.6 → $65,000 = D × 1.6  → D = $40,625 

37. A Neither equipment, nor participant support costs, receives F&A. Therefore, a 

shift of funds between these two categories does not change the F&A or availability of 

total direct funds.  

38. A Equipment receives no F&A.  
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39. D While F&A costs are reimbursed to the university because the university has 

already paid for building depreciation, library costs, administrative costs, etc., the 

reimbursed funds can be used for any purpose that are allowable under the university’s 

policies.  

This is similar to a situation that a person has a dental insurance. The person may pay 

the dentist out of pocket and then be reimbursed – fully or partially – by the insurance. 

The reimbursed funds do not have to be used for dental health; they can be used for 

anything, including buying tickets to a movie theater.  

40. C F&A costs are typically negotiated with federal government every four years. 

The rates will change when the award is transferred to a new university.  

41. D 

42. B 

43. B 

44. C 

45. B 

46. B Review a copy of a signed F&A rate agreement.  

47. C Review a copy of a signed F&A rate agreement. 

48. B 

49. B 

50. D  “For career awards other than the R00 phase of the K99/R00 and other than 

State, local, or Indian tribe (or federally recognized Indian tribes), recipients will receive 

F&A costs at 8 percent of modified total direct costs. State and local agencies, and 

Indian tribes (or federally recognized Indian tribes) are eligible for full F&A cost 

reimbursement. For this policy, State universities or hospitals are not considered 

governmental agencies.”  

Reference: 

https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_admi

nistrative_costs.htm (last accessed August 16, 2025).  

https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_administrative_costs.htm
https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_administrative_costs.htm
https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_administrative_costs.htm
https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_administrative_costs.htm
https://grants.nih.gov/grants/policy/nihgps/html5/section_12/12.8.4_facilities_and_administrative_costs.htm
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51. C 

52. B 

53. B 

54. A 

55. B This formula shows why cost share reduces rates.  

56. C 

57. C   

Facilities rate = $60M / $200M = 0.3 = 30% 

Administrative rate = $60M / $200M = 30% (but …)  

Please note that the administrative rate is capped at 26%. Therefore, the total F&A rate 

will be 30% (for facilities) + 26% (for administration) = 56%.   

58. B 

59. D 

60. B 

61. D 

62. D 

63. C 

64. C On-campus rate is always higher than off-campus rate. Off-campus rates 

only include administrative costs, while on-campus rates include both administrative 

and facilities costs.  
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65. A §200.414(c)(1) states that the 26% cap on administrative costs applies only to 

IHEs (Institutions of Higher Education). Nonprofits and hospitals negotiate F&A rates 

without the administrative cap, though they are still subject to general cost principles 

(reasonable, allocable, allowable). 

66. D This means that F&A for on-campus research grants is 55% of the modified 

total direct costs. Many items, such as equipment, do not receive F&A.  

As discussed earlier, some grants are not research, and some are off-campus, therefore 

they receive lower F&A. Some grants, such as training grants, receive only 8%. And 

some grants, such equipment grants, receive 0%.  

On average, approximately 25% of federal funds are spent on F&A, while 75% are spent 

on direct costs.  

https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(c)(1)
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Appendix I. 

Per 1.7. Rates, an example of a F&A rate agreement:  
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