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Uniform Budget Template &
Indirect Cost Rates

This training module will focus on: 

× Understanding the basic requirements and 
application of Indirect Cost Rates

× Getting familiar with the new Uniform Budget   
Template 

× This is intended to be an introductory training on the 
basic concepts, more in depth training will be 
provided 
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What is a Indirect Cost Rate?

A Negotiated Indirect Cost Rate Agreement (NICRA) is a tool used 
for determining the appropriate amount of indirect costs each 
program should bear. It is the ratio (expressed as a percentage) of 
an indirect cost pool and a particular direct cost base.

ὍὲὨὭὶὩὧὸὅέίὸὖέέὰ

ὈὭὶὩὧὸὅέίὸὄὥίὩ
ὍὲὨὭὶὩὧὸὅέίὸὙὥὸὩϷ

The agreement is negotiated between the awardee and  the state 
or federal government
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Ȱ7ÈÙ ÄÏÅÓ ÍÙ ÏÒÇÁÎÉÚÁÔÉÏÎ ÎÅÅÄ Á 
.ÅÇÏÔÉÁÔÅÄ )ÎÄÉÒÅÃÔ #ÏÓÔ 2ÁÔÅȩȱ 

×In order to be reimbursed for indirect expenses 
associated with a project or program, an 
awardee must have:

×State or Federally NICRA or, if eligible, elect to 
use the new 10% de minimis rate  of Modified 
Total Direct Costs (MTDC)

NO INDIRECT COSTS WILL BE REIMBURSED 
WITHOUT AN APPROVED RATE
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

×Direct Costs

Can be identified specifically 
with a particular final cost 
objective (i.e., a particular award, 
service or direct activity)

×Indirect Costs
Incurred for common or joint 
objectives and cannot be readily 
identified with a particular final 
cost objective

Lets review the basics to fully understand a Negotiated Indirect Cost 
Rate Agreement.  

A cost is allocable to a particular cost objective, such as a grant, 
contract, project, service, or other activity, in accordance with the 
relative benefits received
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

After direct costs have been determined and assigned 
directly to awards or other work as appropriate, 
indirect costs are those remaining to be allocated to 
benefiting common cost objectives.

NOTE: 2 CFR 200 emphasizes that it is essential that each 
item of cost incurred for the same purpose must be treated 
consistently in like circumstances either as a direct or indirect 
cost. 
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

DIRECT COSTS 
× Direct Costsare those costs that can be identified specificallywith 

a particular final cost objective(i.e., a particular award, project, 
service, or other direct activity of an organization)

× Costs identified specificallywith awards as direct costsof the 
awards and are assigned directly to the award

× Costs identified specificallywith other final cost objectives of the 
organization not associated with the state or federal funded grants 
are direct costsof those cost objectives and are not to be assigned 
to other awards directly or indirectly
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

DIRECT COSTS 
Typical examples of direct costs for many organizations may 
include:

× Salaries and wages

× Fringe benefits 

× Materials and supplies

× Travel expenses

× Communications expenses

× Equipment

× Rent and Occupancy for program
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Negotiated Indirect Cost Rate Agreement 
(NICRA) Overview

The Uniform Guidelines (UG) explains that salaries of 
administrative and clerical staff should normally be treated as 
indirect costs. However, such costs may be charged as a direct 
cost to a federal award if all of the following conditions are 
met: 

×Administrative or clerical services are integral to the project 
or activity 

× Individuals involved can be specifically identified with the 
project or activity

× The costs are explicitly included in the budget or have prior 
written approval of the awarding agency

× The costs are not also recovered as indirect costs 
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

INDIRECT COSTS 
× Indirect Costsare those that have been incurred for common 

or joint objectives and cannot be readily identified with a 
particular final cost objective

× After direct costs have been determined and assigned 
directly to awards or other work as appropriate, indirect 
costs are those remaining to be allocatedto benefiting cost 
objectives

× A cost may not be classified as an indirect cost if any other 
cost incurred for the same purpose, in like circumstances, 
has been assigned to an award as a direct cost
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

INDIRECT COSTS 
Typical examples of indirect costs for many organizations may 
include:
× Depreciation on buildings and equipment

× Costs of operating and maintaining facilities

× General administration and general expenses, such as the salaries and 
expenses of executive officers, personnel administration, and 
accounting

× Office supplies, Office Rent (common areas such as reception areas, 
break rooms, conference rooms), Utilities, Postage

× Administrative support such as clerical

× Property Insurance 11



Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

INDIRECT COSTS 

Indirect Costsare typically classified within two broad 
categories: ȰFacilitiesȱ andȰAdministrationȱ ɉ&Ǫ!Ɋ

ȰFacilitiesȱ includes:
× Depreciation on buildings, equipment and capital improvements

× Interest on debt associated with certain buildings, equipment and 
capital improvements, and

× Operations and maintenanceexpenses incurred for the 
administration, operation, maintenance, preservation, and 
ÐÒÏÔÅÃÔÉÏÎ ÏÆ ÔÈÅ ÏÒÇÁÎÉÚÁÔÉÏÎȭÓ ÐÈÙÓÉÃÁÌ ÐÌÁÎÔ 
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

×Janitorial and utility services

×Repairs and ordinary or normal 
alterations of buildings, 
furniture and equipment

×Care of grounds

×Maintenance and operation of 
buildings and other facilities

×Security

×Disaster preparedness

×Environmental safety

×Property, liability and other 
insurance relating to property

×Space and capital leasing

×Facility planning and 
management

×Central receiving

Operations and maintenanceexpenses include:
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

×$ÉÒÅÃÔÏÒȭÓ ÏÆÆÉÃÅ

×Office of finance

× Business services

× Budget and planning

× Personnel

× Safety and risk management

×General counsel

×Management information systems

×Library costs and

×All other types of expenditures not 
listed specifically under one of the 
ÓÕÂÃÁÔÅÇÏÒÉÅÓ ÏÆ Ȱ&ÁÃÉÌÉÔÉÅÓȱ 
(including cross allocations from 
other pools, as applicable)

ȰAdministrationȱ includes:
General administration and general expenses that have been incurred for the 
overall general executive and administrative offices of the organization and other 
expenses of a general nature which do not relate solely to any major function of 
the organization.                              Examples:
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

INDIRECT COSTS 
× Special care should be exercised in developing the 
Ȱ!ÄÍÉÎÉÓÔÒÁÔÉÏÎȱ cost pool to ensure that costs incurred for the 
same purposes in like circumstances are treated consistently as 
either direct or indirect costs

× Organizations receiving more than $10 million in Federal funding in a 
fiscal year must breakout indirect costs between ȰFacilitiesȱ and 
ȰAdministrationȱ
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

Ȱ7ÈÁÔ ÉÓ ÁÎ )ÎÄÉÒÅÃÔ #ÏÓÔ 2ÁÔÅ 0ÒÏÐÏÓÁÌ ɉ)#20Ɋȩȱ

×Documentation prepared by an organization to 
substantiate its claim for the reimbursement of indirect 
costs. 

× The proposal is the basis for establishing a Negotiated 
Indirect Cost Rate Agreement (NICRA)
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

× The Centralized Indirect Cost Unit will review and 
negotiate rate proposals on behalf of State Agencies 

× This Unit, in conjunction with the State Cognizant 
Agency,  will negotiate with subrecipients who do not 
currently have a rate to use on State awards.
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview
Ȱ7ÈÁÔ ÉÓ Á #ÏÇÎÉÚÁÎÔ !ÇÅÎÃÙȩȱ

×A Cognizant agency is the agency that provides the 
majority of funding to a recipient, or in cases involving the 
State of Illinois agencies, funding to a subrecipient. 

×Indirect cost rate negotiations will be outsourced through 
a vendor beginning with grants issued in FY 17
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Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

Ȱ$ÏÅÓ ÅÖÅÒÙ ÏÒÇÁÎÉÚÁÔÉÏÎ ÎÅÅÄ ÔÏ ÎÅÇÏÔÉÁÔÅ Á ÒÁÔÅ 
through the State of Illinois in order to charge 

ÉÎÄÉÒÅÃÔ ÃÏÓÔÓ ÏÎ 3ÔÁÔÅ Á×ÁÒÄÓȩ Ȱ
×Not every organization will be required to negotiate a rate 

through the State of Illinois. 

× There are other indirect cost rate options available to 
organizations. 

× The next slides identify all options for indirect cost rates 
required for reimbursement

19



Negotiated Indirect Cost Rate 
Agreement (NICRA) Overview

× Every organization mustNegotiate Indirect Cost Rate 
Agreement or use an available option for indirect cost in order 
to claim indirect cost reimbursement

1. Federal rate 

2. State of Illinois rate

3. 10% de minimis (MTDC) rate 

READY TO MOVE ON
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