Indirect Costs Facts








Indirect costs (IDC) is a time-tested, proven accounting procedure for funding shared costs.





It is prescribed, in lieu of cost allocating, under OMB Circular A-122 (for non-profits) [A-110 for state and local governments].





Some “Absolutes”:





IDC operates under a prescribed negotiations process in which the grantee and grantors have opportunity for input.





IDC in negotiated and approved by a prescribed independent third party under requirements set by OMB directives.





DHHS IDC rates are established on a “provisional” basis and are not finalized until supported adequately by a year-end, organization-wide audit.  (Changes not thus supported are subject [after-the-fact] to return to the fund accounts.)





Many projects, Head Start, for example, operate under statutory administrative costs limitations.  (Head Start has a 15% limit; the state of Kentucky likewise imposes the 15% limit of all programs channeled through its department.)





Only the grantee (board) is held accountable by the grantor for its performance; and the CEO is accountable to the grantee board, and held responsible for all operations under his/her direction and management.





Other Key Points:





All grantee programs’ staff work for the grantee, not the project per se for which they are charged with specific duties and responsibilities.





It is a grantee-level responsibility to determining allocations of “administration” and overhead costs within statutorily imposed limits:


�


The limits of IDC allowable				Both allow room


“programmatic” administration needs			for negotiation!





A proper perspective for project staff concerning IDC is:





The grantee provides “x” (the major) % of its grant funds to the “project staff” to carry out the grantee’s contracted programmatic responsibilities and services, not the other way around, i.e., the project “sharing” a minimal portion of “its” funds to the grantee for support, overhead and services.





all resources and aspects of the funded project belong to the grantee; certain, no doubt major, portions of each are delegated to the staff whose salaries are attributable and chargeable to the project, but these are delegated not “owned” by those staff persons.


worrying about indirect costs in not within their scope of responsibility or assigned test(s).





Grantees must provide commensurate services and support for the IDC they receive.


