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Understanding & 
Calculating Indirect Costs



Training Objectives
At the end of this training, you will know:

The difference 
between direct 

& indirect 
costs

Allowable vs 
unallowable 

indirect costs

When to use 
your federally 

negotiated rate

How to 
calculate 

indirect using 
the KCRHA 

Indirect Cost 
Calculator

Part 1:  Understanding & Calculating Indirect Costs



Indirect & Direct Costs

DirectCosts IndirectCosts            TrueCosts

Direct Cost + Indirect Cost = True Cost of Service



Direct Costs

Direct costs are those costs directly attributable to the performance or the provision of services for a specific 

project or organizational activity.

2 CFR 200.413 “[T]hose costs that can be identified specifically with a particular final cost objective.”Direct Costs

https://www.ecfr.gov/current/title-2/section-200.413


Direct Costs



Direct Costs

Direct costs may include administrative costs, so long as:

• Such administrative costs or activities are directly attributable to the 

project; and

• They are applied consistently under a written cost allocation plan.  

For example, to ensure consistent application, an organization cannot 
treat a cost as indirect for one purpose and direct for another when the 

circumstances are the same. (See generally 2 CFR 200.405)

https://www.ecfr.gov/current/title-2/section-200.405
https://www.ecfr.gov/current/title-2/section-200.405
https://www.ecfr.gov/current/title-2/section-200.405
https://www.ecfr.gov/current/title-2/section-200.405
https://www.ecfr.gov/current/title-2/section-200.405


Administrative Costs as Direct Costs



Indirect Costs

Indirect costs are those costs not readily identified with a specific project or organizational activity but incurred for 

the joint benefit of both projects and other activities. 

2 CFR 200.414 “[T]hose costs incurred for a common or joint purpose benefitting more than one cost objective and 

not readily assignable to the cost objectives specifically benefitted, without effort disproportionate to the result 

achieved.”

Indirect Costs

https://www.ecfr.gov/current/title-2/section-200.414


Indirect Costs*

*See generally 2 CFR 200.414(b)

https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(b)


Indirect Costs: Major Nonprofits

(Major nonprofits are defined as those receiving more than $10 million in direct 

Federal funding)

For major nonprofit organizations that have federally funded projects, indirect costs 

must be classified into two categories: Facilities and Administration. 

• Facilities = depreciation on buildings, equipment, and capital improvements, 

interest on debt associated with certain buildings, equipment and capital 

improvements, and operations and maintenance expenses. 

• Administration = general administration and general expenses such as the 

director's office, accounting, personnel, and all other types of expenditures not 

listed specifically under one of the subcategories of “Facilities” (including cross 

allocations from other pools, where applicable). (See generally 2 CFR 200.414(a))

https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.414#p-200.414(a)


Direct and Indirect Costs

Direct   -  Indirect   -  Facilities   -   Administrative Costs

Key Take-Away One:  There is no one-size-fits-all use of any of these terms.  

• There are many organizational types and structures ranging from small and 

large non-profit conglomerates to local and state governments. 

 

• Cost accounting methods vary based on organizational structure.

• While program costs must be consistently categorized within an 

organization, a cost classified as a direct program cost by one organization 

may be considered an indirect program cost by another organization.



Allowable Direct and Indirect Costs

Direct   -  Indirect  -  Facilities   -   Administrative Costs

Key Take-Away Two:  In all cases, costs must be allowable based on the fund source and, per uniform 

guidance, must be:

• 200.403(a) Reasonable and necessary

• 200.403(b) Conform to limitations or exclusions

• 200.403(c) Consistent with policies and procedures for federally and non-federally financed 

activities.

• 200.403(d) Applied with consistent treatment.

• 200.403(e) Determined according to generally accepted accounting principles (GAAP).

• 200.403(f) Not included as match or cost-share for any federally funded program, unless you 

have written documentation of federal approval

• 200.403(g) Adequately documented.

https://www.ecfr.gov/current/title-2/part-200/section-200.403#p-200.403(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.403#p-200.403(a)
https://www.ecfr.gov/current/title-2/part-200/section-200.403#p-200.403(a)
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Reimbursement of Indirect Costs

There are three acceptable methods to request reimbursement of indirect costs:

Cost Allocation 
Plan

• Cost Allocation Plan = annual $ amount per department or program.

NICRA

• Negotiated Indirect Cost Rate Agreement (NICRA) = rate to apply to direct 
projects.

De Minimis 
Rate

• De Minimis Rate = percentage of Modified Total Direct Costs (MTDC)
Note: Increased to 15% for awards issued on and after October 1, 2024.



Cost Allocation Plan

A cost allocation plan summarizes, in writing, the methods and procedures that 

an organization will use to allocate direct and indirect costs to various programs, 

grants, contracts, and agreements.

There are three acceptable methods to calculate the indirect cost rate in a cost 

allocation plan:

Simplified 

Allocation 

Method

Multiple Rate 

Allocation 

Method

Direct 

allocation 

Method



Cost Allocation Plan

See generally 2 CFR 200.414(e) - Appendices

SIMPLE ALLOCATION 

METHOD

MULTIPLE RATE ALLOCATION 

METHOD

DIRECT ALLOCATION

 METHOD

The organization has only a 

single function. 

All programs benefit equally 

from shared costs. 

The payment is governed by the 

terms of the grant document or 

the legislation authorizing the 

program. 

Federal awards are not material.

 

All programs do not benefit 

equally from shared costs. 

Indirect costs are pooled and 

allocated to direct cost 
objectives based on various 

distribution bases. 

All costs are charged directly to 

programs, except for general 

administration. 

Various bases are selected to 
“directly allocate” costs to 

programs (for example, space 

allocated based on square 

footage occupied). 

https://www.ecfr.gov/current/title-2/part-200/subpart-E#p-200.414(e)
https://www.ecfr.gov/current/title-2/part-200/subpart-E#p-200.414(e)
https://www.ecfr.gov/current/title-2/part-200/subpart-E#p-200.414(e)


Negotiated Indirect Rate Agreements (NICRA)

Both governmental and nonprofit entities that receive federal awards 

can negotiate indirect cost rates with their cognizant agency for use 

across all federal awards. 

• The “cognizant agency” is the federal agency that provides the 

highest dollar value annually in awards to an organization.

• If the agency has a federally negotiated rate, the agency must apply 

the federally negotiated rate across all federal awards.

NICRA



Negotiated Indirect Rate Agreements (NICRA)

In some instances, non-federal KCRHA fund sources also allow for the application of 

the federally negotiated rate to non-federal fund sources, at the non-profits’ election.

Examples

• Consolidated Homelessness Grant (CHG) State Fund – allows for the application of 

federally negotiated rate.

• Seattle General Funds (COS-GF) Local Fund – allows for actual indirect costs, which 

includes a federally negotiated rate agreement.



Negotiated Indirect Rate Agreements (NICRA)

A NICRA allows an organization to use a portion of their unrecovered indirect 
costs, like administrative expenses, as a match requirement for grants (see 2 
CFR 200.306(c)).

• Unrecovered Indirect Cost is the difference between the amount 
charged to the Federal award and the amount that could have been 
charged to the Federal award under the recipient's or subrecipient's 
approved indirect cost rate agreement.

• Subject to prior approval of the Federal agency or pass-through entity. 

https://www.ecfr.gov/current/title-2/part-200/section-200.306#p-200.306(c)
https://www.ecfr.gov/current/title-2/part-200/section-200.306#p-200.306(c)


De Minimis Rate

Under the Uniform Administrative Guidance, eligible organizations can claim up 

to 15 percent of their Modified Total Direct Costs (MTDC) as indirect costs 

if the following criteria are met (see 2 CFR 200.414(f)). 

The subrecipient: 

1) Does not currently have and has never received a negotiated indirect 

cost rate;

2) Is not a state, local government, or Indian tribe receiving more than 

$35M in direct federal funding;

3) Will use the rate indefinitely and consistently for all federal awards until 

the entity negotiates a rate; and

4) Will comply with 2 CFR §200.403 factors affecting the allowability of 

cost.

DE MINIMIS RATE

https://www.ecfr.gov/current/title-2/section-200.414
https://www.ecfr.gov/current/title-2/section-200.403
https://www.ecfr.gov/current/title-2/section-200.403
https://www.ecfr.gov/current/title-2/section-200.403


Modified Total Direct Costs (MTDC)

INCLUDES

• All direct salaries and wages, applicable fringe 
benefits, materials and supplies, services, travel, and 
subawards.

• Subawards and subcontracts up to the first $50,000 of 
each subaward or subcontract (regardless of the period of 
performance.)



Modified Total Direct Costs (MTDC)

EXCLUDES

• Equipment 

• Capital expenditures 

• Charges for patient care 

• Rental costs 

• Tuition remission 

• Scholarships and fellowships 

• Participant support costs 

• Portion of each subaward and subcontract above $50,000

• Other items may only be excluded when necessary to avoid a serious 

inequity in the distribution of indirect costs, and with the approval of the 

cognizant agency for indirect costs.



KCRHA Indirect Cost Calculator

KCRHA Indirect Cost Calculator

https://kcrhaorg.sharepoint.com/:x:/s/KingCountyRegionalHomelessnessAuthority/EZ6YfSRa9eZJp-I02SCDahoBHKTG1Uc4brcMVFatmFmQHA?e=Ghh62C


Part 1 Recap: Understanding & Calculating Indirect Costs Content

What We Covered:

▪ Direct vs. Indirect Costs – Know the difference

▪ Cost Allocation Methods – How to assign costs properly

▪ Importance of a Cost Allocation Plan – Compliance & accuracy

▪ Using the KCRHA Calculator – Practical application for calculations

Key Takeaway:

Proper cost allocation ensures regulatory compliance and maximizes reimbursements



Q & A



10 MINUTE BREAK



Understanding KCHRA 
Contracting Due Diligence 

Requirements



Training Objectives
At the end of this training, you will know:

Required 
contract 

renewal due 
diligence 

documentation

What 
information is 
required in the 
due diligence 

documentation

How to submit 
Due Diligence 
Documentation

Part 2:  KCRHA Contracting Due Diligence Requirements



Required Due Diligence Documentation

➢ Agency Conflict of Interest Certification and Disclosure Form 

➢ Insurance Certificate of Endorsement 

➢ Federally Negotiated Rate Election Letter OR Negotiated Indirect Rate Agreement (NICRA)

➢ Certificate of Non-Debarment and Suspension and SAM.gov Registration Verification 

➢ Most Recent Financial Audit or Federal Single Audit, if applicable

➢ Board Meeting Minutes

➢ Most Recent 990 Form or Proof of Extension Request

➢ Contract Payment Authorization Form

➢ King County W-9 Form



COI Certification & Disclosure Form

The Conflict of Interest (COI) Certification Form and the Disclosure 
Form are now consolidated into one document. 

Must be renewed annually

OR 

Whenever any potential, apparent, or actual conflict arises. 

When submitting this form, please confirm:
✓ It is fully completed,
✓ It discloses any and all conflicts of interest, and 
✓ Is signed by an authorized agency representative. 



Insurance Certificate of Endorsement

Active Certificate of Liability Insurance

When submitting this document, please confirm:

✓ The Type of Insurance and amount limitations on the Insurance Certificate 

of Endorsement match the PSA or MSA insurance requirements and 

amount limitations,

✓ Confirm KCRHA is listed as the Certificate Holder (King County Regional 

Homelessness Authority, 400 Yesler Way, Suite 600, Seattle, WA 98104),

✓ Confirm KCRHA is listed as additional insured in the 'Description of 

Operations/Locations/Vehicles' section or in an Endorsement, and

✓ If your contract was awarded City of Seattle Funds - Confirm the City of 

Seattle is also listed as additionally insured in the 'Description of 

Operations/Locations/Vehicles' section or in an Endorsement.



Additional Insured Sample Language to include in the 'Description of Operations/Locations/Vehicles' 

section:



Federally Negotiated Rate Election Letter or Proof of Federally Negotiated Rate 

ONLY required for agencies that have a Federally 
Negotiated Rate. 

When submitting this information, please confirm the 
following information is included in the letter:
✓ The awarded agency name,
✓ The Unique Entity Identifier (UEI) Number, 
✓ Letter date,
✓ Type, Approval, From and To Dates, Rate, Base, Location 

and Apply To sections align with the contract 
performance period and project, and 

✓ The Letter is signed and dated by a federal agent.



Certificate of Non-Debarment and Suspension and SAM.gov Verification

Must be renewed annually

OR

Whenever there are any changes in status.

When submitting this certification, please confirm:
✓ The form includes the agency name, 
✓ The title of the authorized certifying official is included, and
✓ Is signed and dated by an authorized agency representative.

When submitting the Sam.gov Verification, please confirm:
✓ The agency name is listed, 
✓ Verification Date is included, and 
✓ The agency registration status is showing as active.



Most Recent Financial Audit or Single Audit, if applicable

Most Recent Financial Audit.

When submitting the most recent financial audit, please 
confirm:
✓ It is signed and dated.
✓ Non-federal agencies that spent $750,000 or more during 

their fiscal year in federal awards before October 1, 2024 
also need to submit their most recent Single Audit 
documentation.

✓ Non-federal agencies that spent $1 million or more during 
their fiscal year in federal awards on and after October 1, 
2024 also need to submit their Single Audit 
Documentation.



Board Meeting Minutes 

Last three Board Meeting Minutes.

Redact confidential information 

OR

Submit board meeting minutes that do not 
include confidential information.



Most Recent 990 Form or Proof of Extension Request

ONLY required for charitable nonprofits that are 
recognized by the IRS as tax-exempt.

When submitting this form, please confirm the 
following: 
✓ The agency information is included, and
✓ The form is signed and dated.

When submitting proof of extension request, 
please confirm the following is included in the 
document:
✓ The agency information,
✓ Type of request, and
✓ Extension approval or denial information.



Contract Payment Authorization Form

ONLY required if changes to the agency name, 
authorized staff, agency address, etc. 

When submitting the Form, please confirm:
- It is fully completed, and
- It is signed and dated.



King County W-9 Form

ONLY required if changes to the 
agency name, agency address, Tax 
Identification Number (TIN), etc.

When submitting the Form, please confirm:
- It is fully completed, and
- It is signed and dated.
 



Submitting Due Diligence Documentation

Award Package

Award Package 
includes:

- List of required Due 
Diligence, 

Documentation
- Forms, and
- Submission 
Instructions

Submit all Due 
Diligence 

Documentation to 
compliance@kcrha.org



BUDGET ALLOCATION 

& DUE DILIGENCE

PROGRAMMATIC 

UPDATES

CONTRACT REVIEW & 

SIGNATURE

Contact your Agency’s assigned Programs Rep or the relevant inbox 

for support:

compliance@kcrha.org

esprogramperformanceteam@kcrha.org

contracts@kcrha.org

Points of Contact

mailto:compliance@kcrha.org
mailto:esprogramperformanceteam@kcrha.org
mailto:contracts@kcrha.org


Tools & Resources

Schedule 1:1 Session Budget Allocati

onts

Zoom Link

Schedule 1:1 Session

Demo: Budget Allocation

Demo: Updating Contacts

Salesforce Support

Thursdays, 3-4pm

Join Zoom Link

Open Office Hours

Accessing the Library

Demo: Accessing the Library

• Allowable Cost Checklists

• Annotated Contract 
Templates

• 2026 Renewal Slide Deck

Reference Materials

https://outlook.office.com/book/SalesforceHours@kcrha.org/?ismsaljsauthenabled
https://www.loom.com/share/e6f43a11241a42339a07b1cdefdd73ba?sid=9b070366-e78f-43f1-9319-7832a78ed3f7
https://www.loom.com/share/e6f43a11241a42339a07b1cdefdd73ba?sid=9b070366-e78f-43f1-9319-7832a78ed3f7
https://www.loom.com/share/ea5b2736f665495fad5642cedc2d95b8?sid=8c71d599-d41f-4cc7-93ef-bb2b7cdcc70c
https://www.zoomgov.com/j/1619261499?pwd=MWMxSE5SL0FzYk52cFVRTTFGM0dPQT09
https://www.loom.com/share/4419bc47dc8e4ef0892710bf0edfa5e0?sid=aebbedf9-7e5c-4629-aa44-b4d859173c22


Additional Resources

Indirect Cost Toolkit for COC and ESG Programs

COC Eligible Activities – Indirect Cost (HUD Exchange) 

State Consolidated Homelessness Grant

King County Consolidated Homelessness Grant (Effective February 1, 2025) – 

(Updated version coming soon!)

https://files.hudexchange.info/resources/documents/Indirect-Cost-Toolkit-for-CoC-and-ESG-Programs.pdf
https://www.hudexchange.info/homelessness-assistance/coc-esg-virtual-binders/coc-eligible-activities/indirect-costs/
https://www.hudexchange.info/homelessness-assistance/coc-esg-virtual-binders/coc-eligible-activities/indirect-costs/
https://www.hudexchange.info/homelessness-assistance/coc-esg-virtual-binders/coc-eligible-activities/indirect-costs/
https://deptofcommerce.app.box.com/s/4d1ilui45uqljmhlseufez4flxqv1q6b
https://cdn.kingcounty.gov/-/media/king-county/depts/dchs/contracts/contract-requirements/housing/kc-chg-guidelines.pdf?rev=110e7add255d47569905c79cc5de505a&hash=EE91E2524B6BA80C9E04E8A55A386412


Q & A



Thank you.

Stay up to date by following us on social media and subscribing to our emails.
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