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Agenda:
• Introduction
• What is an indirect cost rate?
• Indirect cost rate formula
• Why do we do this work?
• What is the Department of the Interior Doing?
• Types of Indirect cost rates
• The APHIS Process
• Determining the Proprietary of the Information 

the Entity Submits
• Allowable Costs



Agenda Continued:

• Administrative Requirements, Cost Principles, 
and Audits for various types of Entities:

• How APHIS Programs Use Indirect Cost Rates
• Why do the Footnotes to the Agreement 

Matter?
• How to apply the rate to your particular 

Agreement
• General Rules
• Contacts



• Direct Costs   x    Indirect Cost = Indirect
Rate Costs

What is an Indirect Cost Rate?



Indirect Costs
Direct Costs

Indirect Cost Rate Formula:



• Cognizant agency – the Federal agency 
responsible for reviewing, negotiating , and 
approving indirect cost proposals on behalf of 
all Federal agencies.  OMB publishes the list. 

• Most rate negotiation work is done by the 
Department of Health and Human Services.

• For Agriculture and Agriculture Industry, the 
Cognizant Federal Agency is USDA.  

• If APHIS is cognizant, we do the work 3 years.

Why do we do this work?



What is the Department of the 
Interior Doing?

• Texas Animal Health Commission
• Mississippi Board of Animal Health
• Minnesota Board of Animal Health

• State Departments of Agriculture:
− California - Nevada
− Colorado - Oregon
− Idaho - Pennsylvania

• Why?



• Predetermined Rate 
− Based on the estimated costs for the period.  

• Provisional and Final Rates 
− Guess at what the rate should be, then go back and adjust it for what the rate actually turned out 

to be. 

• Fixed Carryforward Rate 
− Uses actual costs for the period two years prior and adjusts the rate up or down based on how 

far off the fixed rate that was used in that prior year.

Types of Indirect Cost Rates:



1. The entity submits a proposal package with the 
rate, subsidiary worksheets showing what is 
included as direct costs and what is included as 
indirect costs, financial data (audited financial 
statements), organizational chart, and signed 
certification statements.

2. APHIS or its’ designee (currently DOI) reviews the 
background information and formulates the 
indirect cost rate agreement.

3. APHIS  or its’ designee (Currently DOI) and the 
entity execute the agreement

The APHIS Process:



• How does APHIS (or it’s designee) perform 
this task?

• The APHIS Workplan

Determining the Propriety of the 
Information the Entity Submits:



• How do we know which costs are allowable?

• How do we know which costs should be 
included as indirect and which ones should be 
included as direct?

Allowable Costs:



Administrative Requirements, 
Cost Principles, and Audits for 
Various Entities:

Governments*
Non-
profits Colleges** Hospitals

For-
Profit

Administrative 
Requirements

OMB Circular A-102 2CFR
215

2CFR 215 2CFR 215 2CFR 215

Cost Principles 2CFR 225 2CFR 
230

2 CFR 220 45 CFR 74
Appendix E

48CFR 31.2

Audit OMB Circular 
A-133

OMB
Circular 
A-133

OMB
Circular 
A-133

OMB
Circular 
A-133

2 CFR 215

* - Governments category includes State, Local & Indian Tribal Governments.
** - A state university falls under the Colleges Category not Governments.



• Typical Agreement

How APHIS Programs Use 
Indirect Cost Rates:



• There is information contained in the footnotes 
(and now body of the agreements, such as the 
Idaho example coming next) that are critical to 
you in determining if and how the indirect cost 
rate applies to your agreement.

• Sample common footnote (From the CA 
agreement):

Why do the Footnotes to the 
Agreement Matter?



Special Agreement - Idaho

• Why the above footnote was not working

• Special Agreement

• More special agreements in APHIS’s future?  



How to apply the rate to your 
particular Agreement
• You should have a copy of the indirect cost 

rate agreement in your file.  Eileen Berke – lists 
the ones we negotiate online.

• Look at the agreement and see what it says - - -
especially the footnotes or special language 
that may be included.

• If you are not sure what to do and you need 
more information, contact BJ Mitchell (next 
slide).  She can look at the cost pools and see 
how the cost was handled on the indirect cost 
rate negotiation side.



• However costs were generally handled on the 
indirect cost rate negotiation side is how the 
costs should be handled on the agreements 
end.

• Don’t make up your own rates just because a 
rate seems too high to you or unfair.  Contact 
BJ so she can provide you with more 
information.

General Rules:



• BJ Mitchell, Accountant, (301) 734-5785  
bj.mitchell@usda.gov
− Liaison with Department of the Interior.
− Coordinates certain work with the entities.
− Manages paperwork
− Keeps a list of current entities for which APHIS 

is cognizant.
− Coordinates APHIS Payments for DOI work 

• Kris Caraher, Accountant, (301) 734-5743
kris.caraher@usda.gov (BJ’s back-up for this work)

Primary Contact:

mailto:bj.mitchell@usda.gov�
mailto:kris.caraher@usda.gov�
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