


How are F&A rates calculated?

Because the University of Minnesota is a major recipient of federal funding, 
we follow a cost accounting process, consistent with principles and guidelines 
presented in OMB Circular A-21. 
 

�3�F�T�F�B�S�D�I �'���" �D�P�T�U�T �B�S�F �U�I�F �T�V�N �P�G �B�M�M �J�O�E�J�S�F�D�U �D�P�T�U�T �J�O�D�V�S�S�F�E �J�O �T�V�Q�Q�P�S�U �P�G 
research activities within a �scal year and assigned to one of several cost pools 
within the facilities or administrative categories. These cost pools are shown in 
the chart. 

�.�P�E�J�ö�F�E �U�P�U�B�M �E�J�S�F�D�U �D�P�T�U�T �B�S�F �U�I�F �T�V�N �P�G �B�M�M �E�J�S�F�D�U �D�P�T�U�T �B�U�U�S�J�C�V�U�B�C�M�F �U�P 
�P�S�H�B�O�J�[�F�E �S�F�T�F�B�S�D�I �	�U�P�U�B�M �E�J�S�F�D�U �D�P�T�U�T�
 �N�J�O�V�T �D�F�S�U�B�J�O �E�J�S�F�D�U �D�P�T�U�T���� 

Is the University’s actual F&A rate the one that is used?

�5�I�F �G�F�E�F�S�B�M �'���" �S�B�U�F �J�T �E�F�U�F�S�N�J�O�F�E �U�I�S�P�V�H�I �B �O�F�H�P�U�J�B�U�J�P�O �Q�S�P�D�F�T�T �X�J�U�I �U�I�F �6���4�� 
�%�F�Q�B�S�U�N�F�O�U �P�G �)�F�B�M�U�I �B�O�E �)�V�N�B�O �4�F�S�W�J�D�F�T �	�%�)�)�4�
�� �5�I�F �E�B�U�B �U�I�F �6�O�J�W�F�S�T�J�U�Z 
collects to calculate its actual F&A rate is the starting point. Our actual costs 
�J�O ���������
 �B�O�E �U�I�F �S�B�U�F �O�F�H�P�U�J�B�U�F�E �X�J�U�I �%�)�)�4�
 �B�S�F �D�P�N�Q�B�S�F�E �J�O �U�I�F �"�D�U�V�B�M �W�T�� 
�/�F�H�P�U�J�B�U�F�E �'���" �$�P�T�U�T �D�I�B�S�U�� 

The federally negotiated rate is not the only F&A rate that the University applies 
to externally sponsored projects. The University is sensitive to the needs of 
�U�I�F �T�Q�P�O�T�P�S�T �B�O�E �D�P�N�Q�F�U�J�U�J�W�F �D�P�O�U�F�Y�U �P�G �G�V�O�E�J�O�H�
 �B�O�E �I�B�T �T�F�U �B �O�V�N�C�F�S �P�G 
�J�O�T�U�J�U�V�U�J�P�O�B�M �'���" �S�B�U�F�T�� �5�I�F�T�F �S�B�U�F�T �B�S�F �B�W�B�J�M�B�C�M�F �B�U �I�U�U�Q�������Q�S�P�D�F�T�T���V�N�O���F�E�V��
groups/ppd/documents/rates/f_and_a_rates.cfm.

How do our F&A rates compare to those of other institutions?

The University operates in a competitive environment, and monitors F&A rates 
of its peer institutions. Our federally negotiated rates are average among the 
Committee on Institutional Cooperation schools (the Big Ten plus the University 
�P�G �$�I�J�D�B�H�P�
�� �-�J�L�F�X�J�T�F�
 �P�V�S �B�D�U�V�B�M �S�B�U�F�T �G�P�S �C�V�T�J�O�F�T�T �B�O�E �J�O�E�V�T�U�S�Z �B�S�F �D�P�N�Q�B�S�B�C�M�F 
�U�P �6�O�J�W�F�S�T�J�U�Z �P�G �.�J�D�I�J�H�B�O �B�O�E �/�P�S�U�I�X�F�T�U�F�S�O �6�O�J�W�F�S�T�J�U�Z��
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 �D�I�B�S�H�F�T �G�P�S �Q�B�U�J�F�O�U �D�B�S�F �B�O�E �U�V�J�U�J�P�O �S�F�N�J�T�T�J�P�O�
 �S�F�O�U�B�M �D�P�T�U�T 
�P�G �P�ò���T�J�U�F �G�B�D�J�M�J�U�J�F�T�
 �T�D�I�P�M�B�S�T�I�J�Q�T�
 �B�O�E �G�F�M�M�P�X�T�I�J�Q�T �B�T �X�F�M�M �B�T �U�I�F �Q�P�S�U�J�P�O �P�G �F�B�D�I �T�V�C�H�S�B�O�U �B�O�E �T�V�C�D�P�O�U�S�B�D�U �J�O 
excess of $25,000.”

 
F&A rate    =

 research F&A costs 
 

modi�ed total direct 

Over for results.
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�8�I�B�U �:�P�V �/�F�F�E �U�P �,�O�P�X

Understanding Facilities and Administrative (Indirect) Costs

�5�I�F �Q�S�J�N�B�S�Z �G�P�D�V�T �P�G �U�I�J�T �C�S�P�D�I�V�S�F �J�T �U�P �Q�S�P�N�P�U�F �B�O �V�O�E�F�S�T�U�B�O�E�J�O�H �P�G �'���" �D�P�T�U�T 
�B�O�E �S�B�U�F�T�� �5�I�F �D�P�T�U�T �B�T�T�P�D�J�B�U�F�E �X�J�U�I �P�S�H�B�O�J�[�F�E �S�F�T�F�B�S�D�I �B�U �U�I�F �6�O�J�W�F�S�T�J�U�Z �D�B�O �C�F 
categorized as either direct costs or indirect costs. Indirect costs are also referred 
�U�P �B�T �'�B�D�J�M�J�U�J�F�T �B�O�E �"�E�N�J�O�J�T�U�S�B�U�J�W�F �	�'���"�
 �D�P�T�U�T �C�Z �U�I�F �G�F�E�F�S�B�M �H�P�W�F�S�O�N�F�O�U �	�0�.�# 

�$�J�S�D�V�M�B�S �"�������
�� �'�V�O�E�J�O�H �E�F�S�J�W�F�E �G�S�P�N 
�'���" �D�P�T�U �S�F�J�N�C�V�S�T�F�N�F�O�U�T �Q�S�P�W�J�E�F�E 
�C�Z �F�Y�U�F�S�O�B�M �T�Q�P�O�T�P�S�T �J�T �D�S�J�U�J�D�B�M �U�P �U�I�F 
University of Minnesota’s operations. 

What are direct costs?

�%�J�S�F�D�U �D�P�T�U�T �B�S�F �E�F�ö�O�F�E �J�O �0�.�# �$�J�S�D�V�M�B�S �"������ �B�T �i�U�I�P�T�F �D�P�T�U�T �U�I�B�U �D�B�O �C�F �J�E�F�O�U�J�ö�F�E 
speci�cally with a particular sponsored project, an instructional activity, or any 
�P�U�I�F�S �J�O�T�U�J�U�V�U�J�P�O�B�M �B�D�U�J�W�J�U�Z�
 �P�S �U�I�B�U �D�B�O �C�F �E�J�S�F�D�U�M�Z �B�T�T�J�H�O�F�E �U�P �T�V�D�I �B�D�U�J�W�J�U�J�F�T 
relatively easily with a high degree of accuracy.” The portion of salary and fringe 
�C�F�O�F�ö�U�T �P�G �B �G�B�D�V�M�U�Z �N�F�N�C�F�S �Q�F�S�G�P�S�N�J�O�H �B�O �F�Y�Q�F�S�J�N�F�O�U �P�S �Q�S�F�Q�B�S�J�O�H �B �T�V�S�W�F�Z 
instrument are examples of direct costs to a sponsored project.

What are F&A (indirect) costs? 

�0�.�# �$�J�S�D�V�M�B�S �"������ �E�F�ö�O�F�T �'���" �D�P�T�U�T �B�T �i�U�I�P�T�F �U�I�B�U �B�S�F �J�O�D�V�S�S�F�E �G�P�S �D�P�N�N�P�O �P�S 
�K�P�J�O�U �P�C�K�F�D�U�J�W�F�T �B�O�E �U�I�F�S�F�G�P�S�F �D�B�O�O�P�U �C�F �J�E�F�O�U�J�ö�F�E �S�F�B�E�J�M�Z �B�O�E �T�Q�F�D�J�ö�D�B�M�M�Z �X�J�U�I 
a particular sponsored project, instructional activity, or any other institutional 
�B�D�U�J�W�J�U�Z���w �&�Y�B�N�Q�M�F�T �P�G �G�B�D�J�M�J�U�J�F�T �D�P�T�U�T �J�O�D�M�V�E�F �V�U�J�M�J�U�J�F�T �B�O�E �M�J�C�S�B�S�Z �B�D�R�V�J�T�J�U�J�P�O�T�� 
�&�Y�B�N�Q�M�F�T �P�G �B�E�N�J�O�J�T�U�S�B�U�J�W�F �D�P�T�U�T �J�O�D�M�V�E�F �D�P�N�Q�F�O�T�B�U�J�P�O �B�O�E �G�S�J�O�H�F �C�F�O�F�ö�U�T �P�G 
�B�E�N�J�O�J�T�U�S�B�U�J�W�F �T�U�B�ò�
 �P�ó�D�F �T�V�Q�Q�M�J�F�T�
 �B�O�E �Q�P�T�U�B�H�F��  
 

What are the University’s  
actual F&A costs? 

�5�I�F �N�P�T�U �S�F�D�F�O�U �P�ó�D�J�B�M �D�P�T�U �B�O�B�M�Z�T�J�T 
�V�T�J�O�H �'�J�T�D�B�M �:�F�B�S �������� �E�B�U�B �S�F�W�F�B�M�F�E 
the University’s actual on-campus F&A 
�S�B�U�F �U�P �C�F �������������� �5�I�J�T �N�F�B�O�T �U�I�B�U �G�P�S 
every dollar spent on direct costs (such 
�B�T �T�B�M�B�S�J�F�T �B�O�E �X�B�H�F�T�
 �G�S�J�O�H�F �C�F�O�F�ö�U�T�
 
materials and supplies, services and 
�U�S�B�W�F�M�
 �G�P�S �P�S�H�B�O�J�[�F�E �S�F�T�F�B�S�D�I�
 �U�I�F 
University spends an additional 63 cents 
to support this research.
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�����*�O ���������
 �B�E�N�J�O�J�T�U�S�B�U�J�W�F �D�P�T�U�T �X�F�S�F 
�D�B�Q�Q�F�E �C�Z �G�F�E�F�S�B�M �M�F�H�J�T�M�B�U�J�W�F �B�D�U�J�P�O �B�U ������ 
for all educational institutions. Although 
the University can document costs at a 
rate of 32.58% for administration, it is only 
allowed to charge 26% for these activities 
on most federally sponsored projects.


