
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 

 
 
 
 
 
 
 
 

F&A INCLUDES EXPENSES LIKE: 
 • Lab infrastructure (like fume hoods, 

microscopes, computers, lab benches) 
• Utilities (light and heat) 
• Telecommunications (telephones, servers, and 

internet) 
• Hazardous waste disposal 
• Security 
• Building maintenance (cleaning and repairs);  
• Library infrastructure (access to journals, 

research materials) 
• Building depreciation (to recover the cost of 

research facilities) 
• Payroll and HR 
• Fiscal staff 
• Grants compliance officers (to monitor regulated 

research on human subjects, animals, toxic 
substances, and more) 

• Reporting officers (who compile grant-required 
reports) 

• Purchasing departments (which help order lab 
supplies) 

 

WHAT ARE “INDIRECT COSTS”? 
  
Including Facilities and Administration (F&A) costs in a grant 
is the way grantees, like universities, recoup real expenses 
incurred while conducting research made possible by a grant. 
These costs are also known as Indirect Costs (IDC).  
 
Direct research costs are what people generally think of when 
it comes to federal support of research projects. These costs 
support activities that are the most visible, such as grant-specific 
laboratory supplies, research equipment, a percentage of salary 
support for researchers and lab personnel, and travel for 
conducting research or disseminating research results. Such 
activities form the core of university research, and form the bulk 
of where federal investment is spent. 
 
F&A, on the other hand, includes those costs that are complex 
to calculate or difficult to assign to individual projects or 
attribute to an individual grant, but are necessary to support 
research and other sponsored projects. Many of these expenses 
help support larger infrastructure costs which make the 
research possible. For instance, F&A reimbursements cover 
administrative and technical personnel, like an IT person or 
compliance officer.  
 
One example at UW is our Office of Research which employs 
167 staff and has over 90 people working to directly ensure UW 
is in compliance with many of the rules and regulations 
pertaining to any of the 5,052 awards UW received in FY2016 — 
totaling $1.36 billion.  Of this total, $995 million came from a 
broad range of federal agencies. 
 
Without F&A, research would not be possible. Although not very 
high-profile, the costs associated with these activities and needs 
are real, and research would not be possible without them 
being covered.  
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CALCULATING F&A 
  
F&A rate is developed according to federal laws and 
regulations.  Currently, the federal government negotiates 
one on-campus research F&A rate for an entire 
institution, not each grant.  The federal rules and 
regulations on how the rates are calculated were 
implemented to streamline and simplify the federal 
granting process: calculating, attributing, and verifying vital 
services to each grant, which are often cumbersome for 
both the federal government and large research 
institutions, for thousands of federal grants and contracts 
each year, would be immensely labor intensive, time 
consuming, and burdensome for both the university and 
the federal government. 
  
For example, a single lab can be the home to several 
different concurrent grants – from NIH, DOE, and NSF – 
and it would be incredibly burdensome to both the 
university and the government to determine and then 
correctly attribute the cost of facilities repair and 
maintenance, internet or email usage, and even necessary 
campus or lab security to each grant.  The process to 
calculate F&A was created to make it easier and less 
costly for the federal government and universities to 
calculate and attribute these real costs. 
  
By law, each university’s F&A rate is negotiated between 
the university and either the Department of Health and 
Human Services (DHHS) or the Office of Naval Research 
(ONR) every two to five years for the entire institution. The 
rate is an average based on reviewed and audited real 
costs incurred by the university to conduct research in 
previous years. 

F&A RATE AND GRANT 
BUDGETS 
  
IDC is calculated into proposed grant budgets. 
This budget is where the grantee outlines a 
host of different costs, including all equipment, 
salaries, tuition waivers for graduate students, 
travel expenses, publication expenses, etc. 
  
F&A is not calculated as a percentage of a 
total award. Rather, the UW determines F&A 
by applying the negotiated rate to a subset of 
the direct costs of the research project. This 
subset of costs is known as the modified total 
direct costs (MTDC), which is outlined by the 
Office of Management and Budget (OMB) (2 
CFR Part 200), and includes researcher salaries 
and benefits, supplies, conferences, and/or 
publication costs and excludes such costs as 
equipment. 
  
For grant budgets, an institution determines 
IDC reimbursement costs by applying the 
negotiated F&A rate to the MTDC, not the total 
award. 
  
NIH data show that F&A costs as a percentage 
of total awards has remained static for over a 
decade. 

 
FEDERAL VS. 
FOUNDATION 
 
Crafting a budget for a foundation grant 
proposal, rather than a federal grant, is very 
different. First, foundation grants tend to be 
smaller. In addition, perhaps more importantly, 
foundation grants generally allow a wider range 
of expenses to be covered as direct costs than 
the federal government. This means that the 
F&A rates for foundational grants tend to be 
much lower in general.  
 
For example, a grantee typically can directly 
charge the administrative salaries as a direct 
cost in a foundation’s grant, rather than a part 
of the IDC. In fact, many private grants would 
rather have more charged as a direct cost, 
rather than an indirect cost. 


