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Moderator Ladies and gentlemen, thank you for standing by, and welcome to the 

Examples of Computing the 10% De Minimis Rate conference call.  At 

this time, all participants are in a listen-only mode.  Later, we will conduct 

a question-and-answer session.  [Operator instructions].  As a reminder, 

this conference is being recorded. 

 

 I would like to turn the conference over to your host, Robin Booth.  Please 

go ahead. 
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Robin Good afternoon, and once again, welcome to Examples of Computing the 

10% De Minimis rate.  If you’d like to call in or if you needed to call a 

number for the webinar, it’s 1-866-615-1890, and the participant access 

code is 424866.  

 

 This is being recorded, and it will be available on the OCB SharePoint 

training documents internal page.  It usually takes about, I’ll say 24 hours 

or two business days for it to be uploaded into SharePoint, and it will be 

available for approximately a year from today for you to access.  Both the 

PowerPoint and the audio will be available. 

 

  Your lines are muted during the presentation; however, you will have the 

opportunity to ask questions live.  I will discuss how you can ask those 

questions later on and just reviewing the logistics.  

 

 You should have received some handouts prior to the webinar; however, if 

you are registered, if you look in your chat box for the webinar, you’ll see 

a PDF document that’s also the presentation materials, and they will once 

again be available on SharePoint.  If you haven’t received them yet, check 

your chat box and see if they’re available.  A PDF file is there.  Otherwise, 
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they will be available, approximately two business days from this webinar 

on SharePoint.   

 

 Within 24 to 48 hours, you will receive a thank you email, which is your 

certificate of training.  You should keep this for your records to verify that 

you participated in this training.  There will not be an attachment.  The 

email itself is the actual certificate. 

 

 We will take questions and answers during this period as well as 

subsequent to this period.  You’ll have multiple opportunities to ask 

questions on this subject matter.  If you would like to ask a question live 

during this period, I’ll ask you to please hit star zero, and you’ll be put 

into queue.  Throughout the presentation, I’ll ask if there are any questions 

in the queue, at which time, the operator will release your line and you 

will be able to ask a live question.  When the operator releases the lines, 

however, they release everybody’s line.  Just be cognizant that while the 

person is asking any questions, everybody’s lines will be released, so it 

may be necessary to mute your own lines during that time period.   

 

 Other ways to ask questions, you have a chat box as a part of this webinar.  

Petergay Bryan is available to answer questions throughout the 
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presentation on the chat box, if you’d rather just have him answer there.  

If, however, she cannot answer a question, I will ask her throughout the 

presentation if there are any questions that need to be answered in the chat, 

and you’ll have that opportunity.  She’ll read those questions live, and we 

will answer those questions as well.  

 

 Subsequent to the webinar, you’ll have a couple of opportunities to send, 

to ask questions as well.  One of them will be you can send any comments 

or any questions directly to virginia.f.holman@hud.gov, and then there’s 

also a central distribution email address for questions associated with the 

webinar.   

 

 Just a reminder that your phones will be muted during the call except if 

there’s any live Q&A, at which time, all of the phones will be unmuted.  

You can either mute your phone directly.  Usually, star six will also mute 

and unmute on live, but just keep that in mind when we’re asking 

questions.  Subsequent to this email, as I said, you can send any questions 

to this webinar, you can send questions to virginia.f.holman@hud.gov.   

 

 We’ll just get into the presentation.  Hopefully, some of you all have 

participated in the prior presentations about just indirect costs and the de 

mailto:virginia.f.holman@hud.gov
mailto:virginia.f.holman@hud.gov
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minimis rate.  It helps even though we will do some refresher of 

terminologies so that when we get to the examples of computing the 10% 

de minimis rate, for those of you that don’t remember, at least that’ll 

refresh your memory.   

 

 I am Robin Booth, audit principal for Booth Management Consulting.  We 

are the contractor that provides quality technical assistance and audit 

services for the Office of Housing Counseling Comprehensive Housing 

Counseling Grant.  You may have interacted with us for financial and 

administrative reviews or action plans or technical assistance, in addition 

to the webinar training.  We also provide one-on-one training to both 

HUD as well as grantees under the housing counseling Grant. 

 

 Today, we’re going to once again, do a little bit of review,  We’re going to 

go over what is indirect cost rate, understanding what the 10% de minimis 

rate, reminding you of the criteria for selecting the rate.  The rate can only 

be used based on certain costs and we’ll talk about that.  That’s modified 

total direct cost.  Then, we’ll actually get into some examples of 

computing the rate.   
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 This is very timely as it relates to training because it’s my understanding 

that a lot of the award packages have to send to grantees, so they should be 

sending back their budgets for review and approval.  Some of them may 

be electing to take the 10% de minimis rate.  Hopefully, you’ll get more 

information from this webinar on how you’re going to verify that they’ve 

computed that rate correctly.  That’s our end goal.  Hopefully, as I’ve said, 

you’ve participated in other training.  Under the Uniform Guidance 2 CFR 

part 200, there are specific costs to that are considered indirect costs, and 

they’re broken out into two broad categories; that’s facility and 

administration.   

 

 Most of you are more familiar with administrative costs because usually 

facilities associated with buildings and the individuals that monitor and 

supervise the buildings, capital improvements and operations and 

maintenance expenses, which isn’t usually costs that a lot of your grantees 

would include under this particular grant.  Administration, however, the 

general cost of just running the organization, they’re more indicative of 

the types of the direct cost that a lot of your grantees, the HCAs would like 

to charge against this grant.   
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 Pretty much what happens is if we were to group them into the different 

administrative costs and facilities costs, on your left-hand side are your 

general administrative costs, like your accounting costs; your 

management; things like human resources; indirect supplies, meaning 

supplies that are not purchased specifically for a grant or a program; 

salaries associated for people that are not necessarily specifically direct 

labor or personnel costs on a program. 

 

 On the other side, which are facilities examples, that’s when we’re talking 

about things like the rent and the mortgage and janitorial and 

communications and security.  A lot of times we get questions, especially 

about rent.  We had a question recently, can we charge rent as a direct 

expense against this particular grant?  Now, inherently, rent is generally 

treated, as you can see, as a facilities cost, which puts it in the indirect cost 

pool; however, if a grantee uses what’s called a direct allocation method, 

and they can clearly show that they used their facilities directly for 

services associated with the grant, they can come up with the methodology 

to say this is the actual cost we incur for rent and we want to treat it as 

direct cost and not as an indirect cost.   

 



HUD - US DEPT. OF HOUSING & URBAN DEVELOPMENT 

Host: Kristen Villalvazo    

July 18, 2017/12:00 p.m. EDT 
Page 8 

 

 A lot of times that methodology is based on square footage, where they’ll 

figure out the square footage for maybe, for example, they have four 

counselors that provide HUD housing counseling, and those counselors 

are providing just that work and they share office space of 600 square feet, 

but they have a total office space of 3,000 square feet.  Well, they can use 

that to come up with a percentage or a rate to determine that based on that 

600 square feet and that percentage of the total square feet, I can multiply 

that times the rent expenses and say HUD, this is your share of it.   

 

 Now, if they choose to do that, use the direct allocation method, then they 

also cannot include it in the indirect cost pool.  Now, that’s under 

generally negotiated rates.  When we’re talking about the 10% de minimis 

rate, which is the focus here, which to clarify is the difference between 

just the negotiated rate and the 10%, under de minimis rate, they’re very 

clear on what kinds of expenses can be included in computing the rate, and 

it’s very clear that rent is not one of them.  

 

 A lot of times, when we respond to questions about rent, we always have 

to ask different questions, because depending on whether they’re electing 

a 10% de minimis rent or if they’re electing just to negotiate indirect cost 

rate, or if they just want to treat it as direct allocation, we have to have that 
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background information to give you an informed response or the 

appropriate response to your question.  That’s why it’s somewhat 

confusing, because inherently, rent is treated as a facilities cost, which is 

the indirect cost, but sometimes, grantees can justify a different use of that 

expense. 

 

 Our focus being on the 10% de minimis rate, uniform grant guidance 

under section 200.414 basically says that any non-federal entity that has 

never received the negotiated indirect cost rate agreement, they can elect 

this 10% de minimis rate.  What the federal government has done is pretty 

much say we recognize, organizations, that you incur costs just to be in 

operation so that you can provide the services that we would otherwise 

provide.   

 

 The larger organizations who go through the process of getting a 

negotiated rate, which is a process, and usually it’s costly because you 

have to have somebody help you compute what that rate is and that means 

a professional that understands all the requirements and then you have to 

go through the negotiations of it.  So, it can be an arduous process.  A lot 

of times that may eliminate those smaller organizations who just don’t 

have those resources.   
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 So, under the Uniform Guidance, which is the new guidance, this was a 

way that the government said let us at least recognize that you do incur 

costs to provide these services, and to that extent, we’ll agree without 

having to go through that whole process of negotiating the rate, that you 

can charge 10% of what they call your modified total direct cost or 10% of 

certain costs to this grant as indirect costs to help cover or subsidize some 

of those administrative and facilities expenses.   

 

 The specific criteria—and this is important for you, especially as you’re 

getting budgets and from grantees—one, they must have never received a 

negotiated indirect cost rate, and they have to certify to that.  They have to 

verify with you.  The challenges may be, depending on who’s preparing 

the budget or interacting with you as the HUD POC, or who you’re 

interacting with as the HUD POC, you have to be clear that your agency 

has never had a rate.  That may mean for your grantees that you have to 

verify, go back to your account and go back to other third parties to verify 

that you all have never had a rate, because it could be you had a rate, but 

you just didn’t get a new rate or negotiate a new rate and you’re not aware 

of it. 
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 From a programmatic perspective, this is definitely something you need to 

confirm with your accounting and finance departments relative to whether 

the agency has ever had a negotiated indirect cost rate.  If they have, 

they’re not in fact eligible for this de minimis rate.  It must be used 

indefinitely once elected, and it has to be used consistently, so if you elect 

to use it for this grant, you have to use it for all grants.  You can’t use 

different rates or maybe another grant will allow you to charge indirect 

costs or use a different rate.  You have to consistently use it for all federal 

awards once you begin using it on any particular federal award. 

 

 It tells you exactly what costs you can include to determine that rate.  

 One of the things you have to realize is that you have to figure out what 

am I multiplying this 10% by to get the actual cost?  That’s what the 

modified total direct cost is.  Unlike negotiated rates or maybe rates that 

are agreed to under other grants, if you use the 10% de minimis rate, the 

regulations or the Uniform Guidance tells you exactly what costs can be 

included and what costs can’t, which we’ll review later in this 

presentation.   

 

 Non-federal agencies receiving over 35 million and state and local 

government and Indian tribes, you all are not eligible to use this 10% de 
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minimis rate.  Although we’re saying that you don’t have to through 

negotiations and all of those things, you still have to have documentations 

supporting the methodology used to determine the MTDC, which is the 

modified total direct cost, which hopefully after seeing this presentation, 

you’ll be able to get a good idea of how to do the computation and what 

kind of supporting documentation you’ll need for the modified total direct 

cost.   

 

 Right now, we’re going to take a few minutes to just—hopefully, you all 

have participated before, but just to go over which costs can be included in 

this modified total direct cost.  Then, when we go over the examples, 

hopefully, you can refer back to these prior slides to say, okay, this is how 

it works when we actually determine what does that mean?  What is the 

actual dollar amount that I get to include in my grant based on the award 

amount and my budget for indirect costs, which is the ultimate goal?   

 

 So, MTDC—you can always reference the Uniform Guidance section 

200.68.  These are the costs that you can include: all direct salaries and 

wages.  You can include that.  Now, for sub-awards and sub contracts, you 

can only include up to $25,000 of each award.  In our examples, we 

clearly demonstrate how that works.  That means for each award, you can 
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only include $25,000.  If you award a sub-grantee more than $25,000, the 

amount in excess of $25,000 has to be excluded.  We get that question 

oftentimes as well, but yes, up to the first $25,000 per each sub-award.   

 

 All costs still have to meet what we call the cost principle rules—that they 

be necessary and reasonable for the performance of the federal award.  

Under the MTDC, even though there are specific costs, even those costs 

still have to be consistent with the requirements of being reasonable and 

being necessary.  It’s not just yes, I have direct salaries and wages, but 

then again, they’re still held to that test of are these salaries and wages 

reasonable.  If you’re proposing housing counseling salaries of $100 an 

hour, it can still be suggested that’s unreasonable, so you would not be 

able to include the salaries at that rate in the MTDC.  You’re still held to 

those same cost principles that have to do with any cost charge to a federal 

award.  It’s just that it’s still telling you to compute this 10%, these are the 

costs that we’ll allow you to include.   

 

 Direct administrative and clerical salaries, you all know that under the 

Uniform Guidance, with proper justification, you can include 

administrative and clerical salaries and wages.  You have to meet that 

requirement in your justification that they’re an integral part of the 
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program and the estimated percentage of effort for specific individuals is 

justified as a proposal budget.  With this, whatever you’re saying the hours 

that they spend—the actual hours, because you can only bill as actual 

hours under this, so when you’re putting in your budget and you’re telling 

them these are what I believe will be the actual hours, they’ll have to be 

supported with timesheets and other supporting documentation as well.  

You can include direct administrative and clerical salaries in your modify 

total direct cost.   

 

 You can include applicable fringe benefits.  If you do not have a fixed 

fringe benefit rate, then actual charges for the following should be used:  

These are just common components of fringe benefits from employee 

benefit retirements; employer share of taxes like unemployment, social 

security, things like that; your health insurances; your group insurances 

and other employee-paid benefits.  You can include your fringe benefit 

rates as a part of the MTDC. 

 

 Services, contracts and consultant fees, they can be included.  Now, for 

this particular grant, remember there are salary limitations for consultants.  

I believe that’s in article 11.  I know that’s for the FY16, but for the FY17, 

I think it is as well.  In the FY17 grant, it says that limitation is $134,776 
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annually.  Although you can include the consultant fees, any amount 

above that limitation has to be excluded, because that’s a programmatic 

limitation.  

 

 You can include materials and supplies costing less than $5,000 per unit, 

not the total of all supplies together, but any one supply or material, it 

cannot be more than $5,000 per unit.  They can be included in your 

MTDC.   

 

 Travel costs, they can be included as well.  They are subject to the same 

cost principles for per diem through GSA that you would for any normal 

travel, but direct travel.  Notice these are all direct expenses.  These are 

not anything that would have fallen in those indirect cost pools.  You may 

have direct travel and then you also may have indirect travel for 

administration, for instance.  That indirect travel would not be included, 

but the direct travels for a specific grant and program, that travel can be 

included when you’re coming up with your indirect costs. 

 

 Sub-awards and sub-contracts, as we’ve said, up to the first $25,000 of 

each can be included.  Then, equipment, which gets to be tricky, per 2 

CFR 268, it excludes the following:  equipment defined as any item of 
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property where the whole cost of that property or that equipment is $5,000 

or more and is expected to last more than one year.  The concept here is 

that if you’re buying a piece of equipment for $5,000 that it’s really a 

capital expenditure, which is the second bullet.  Because of that, a capital 

expenditure—and if you’re not an accountant, I know some of this 

terminology is kind of tough—when you buy those kinds of things, you’re 

usually expecting to use them over multiple years. 

 

 When it talks about expected value of more than one year, basically the 

thought process is if you’re buying something for $5,000, you’re not just 

buying it for this year, you’re buying that equipment to use over multiple 

years, and if in fact, that’s true, that’s really a capital expenditure.  Capital 

expenditures are not allowed in MTDC, so therefore, any equipment over 

$5,000 with an estimated usual life of more than a year is not allowed.   

 

 Now, the catch here is that what if you have equipment that you only 

expect to use for this particular year?  I can’t really think of anything 

under housing counseling where I’ve seen that, but I have seen that under 

other programs, so there’s something that they need specific for that 

program, for that year, then it becomes a question of whether it’s going to 

be treated as a capital expenditure or an expense.  It’s such a gray area, 
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because not only do you get into Uniform Guidance regulations, then you 

get into generally accepted accounting principles and things of that nature.   

 

 The cautionary tale here is unless there is no other costs or budgetary line 

items or direct costs that you need to perform the services under housing 

counseling grants, you may want to be cautious in trying to charge 

equipment over $5,000, because then you get into the question of whether 

that’s a capital expenditure, which would be something that’s not 

allowable, or whether that is an expenditure, because it’s less than one 

year and it could be allowable.  I didn’t say it is, but it could be based on 

other factors, which would have to be looked at and analyzed for that 

particular equipment.  That’s a gray area. 

 

 Other costs to exclude: rental costs, scholarships and fellowships, 

participant support costs.  We just had this situation.  This is per the 

regulations.  They’re pretty much saying that if it’s any of these other 

costs just for this 10% de minimis rate, you cannot include that when 

you’re computing your modified total direct cost, which ultimately you’ll 

use to compute your actual indirect cost.  These are the costs that are 

expressly unallowed per the regulations.  As I said, rental costs, 

scholarship, participants.   
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 Earlier when I talked about rent expense as an indirect cost under facilities 

and I gave you multiple examples where it may or may not be included as 

a direct cost or an indirect cost, for purposes of the 10% de minimis rate, 

we cannot include it.  If you’re going to elect that 10%, you cannot include 

rent.   

 

 This may be a time, there are some questions in the queue.  Are there any 

questions in the queue?  Let me ask that.  If you would like to ask a 

question, remember to hit star zero.   

 

Judy Robin, there was a question on including sub-contracts— 

 

Robin Yes, I saw that.  Judy, we’ll look into that, the Uniform Guidance in 2004, 

but sub-contracts no longer appear as excluded.  You’re saying sub-

contracts, not sub-awards, which is the big differentiation, because I think 

you’re right that sub-contracts are no longer included.  I’m almost sure 

you’re right.  It’s just sub-awards that are not included over $25,000, not 

sub-contracts.  We’ll clarify that.  Petergay, we’ll make sure we respond to 

her on that. 
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 Where there any other questions in the queue? 

 

Moderator [Operator instructions]. 

 

Robin In addition to Uniform Guidance telling you that in the modified total 

direct cost these are the costs that are excluded, you still have to take in 

consideration what is considered unallowable costs under sub-part E, costs 

principles of the Uniform Guidance.  For instance, let’s say that your 

budget includes fundraising expenses, and I’ll use that as an example—but 

fund raising and investment management costs that are not direct costs, 

that are not specifically approved in your grant.  If it’s not specifically 

approved as a part of your grant, under the Uniform Guidance, it’s 

considered as unallowable. 

 

 So, let’s say in your budget to housing counseling, you’re including those 

kinds of costs, well, even though the modified total direct cost doesn’t 

explicitly say to exclude them, because it doesn’t speak to it, cost 

principles would determine that they have to be excluded because they’re 

unallowable under the Uniform Guidance cost principles.   
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 Because the MTDC doesn’t speak to every cost, every cost is not included 

in the regulation, it doesn’t address every element of cost, you then get 

back to one, is this cost allowable under the Uniform Guidance?  If it’s not 

allowable under the Uniform Guidance, that answers that question, period, 

about whether it can be included, because it shouldn’t even be included on 

your budget.  Two, you still have to meet those cost standards of whether 

this cost is reasonable and necessary like we talked about.  

 

 To the extent that the MTDC definition or criteria doesn’t speak to a 

certain cost, you want to first refer to make sure it’s not considered an 

expressly unallowable cost under the cost principles under subpart E.  

Then, you also want to take into account is this cost reasonable and 

necessary, all of which is something that your HUD POCs will do as 

they’re reviewing and analyzing your budget.  

 

 Under the Uniform Guidance, and I cited this section so you can go read 

up on them yourselves, but these are some of the costs that are expressly 

unallowable.  The guidance speaks of a lot of different costs.  It’s called 

certain selective items of cost, because of course, it can’t speak to 

everything.  Here, we’re trying to highlight those that are expressly 
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unallowable.  Almost every one of the costs that they say are unallowable, 

there is an exception.   

 

 If you have a question about a cost that you want to include on your 

budget, the recommendation is first go back to the Uniform Guidance, the 

circular, section 200 dot, start at like 408.  Review what it says on those 

elements of cost and see if that particular cost is on that list.  Then, read 

what it says about that cost—if it’s allowable or unallowable.  If it is 

allowable, what are the circumstances for it to be allowable?  Do that kind 

of due diligence before you include it on your budget so then you already 

know whether that cost or if you meet the criteria for that cost to be 

considered allowable or unallowable.   

 

 Then you determine if in fact it’s a cost that also meets the criteria for the 

10% de minimis rate.  Keep in mind some of these costs, and as I said, I 

pulled out those that we get more questions on relative to whether they’re 

allowable or not allowable. 

 

 Let’s go to some examples.  As I said, wanted to do enough of refresher so 

that when we get to the examples, you’ll have a point of reference, but we 
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want to focus more so today on going through a couple of examples of 

some budget submissions. 

 

 On this budget submission, we have a counselor, we have an 

administrative person.  Their salaries are included.  They have included 

fringe benefits and travel, supplies, one printer that’s $20,000 and then 

they’re showing the multiple sub-awards.  Now, of course, on your actual 

budgets, a lot of this grouped together.  You’ll have sub-grantees.  You 

won’t show each one individual necessarily in the face of the budget, 

maybe as an attachment.  You’ll just show it as salaries and not 

necessarily the individual names.  For purposes of this, so you can have 

the background or the backdrop to the budget, we have included it here.   

 

 If this is the budget, one of the first things you want to do to determine the 

MTDC is you have to know the rules.  When we look at this budget, 

certain line items should jump out at you immediately.  For instance, I see 

equipment, one printer, $20,000.  Uh-oh, I think that may be the 

equipment we refer to that’s not allowable because it exceeds $5,000.  

Then, I see multiple sub-awards.  I’m looking at the amount of the awards, 

and now I know that I need to make a determination of how much of those 

awards are allowable, because I can only include up the first $25,000.  
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 I may do a schedule similar to this and list each sub-award, then what 

they’re eligible for and then what’s excluded.  I recommend these kinds of 

schedules along with your budget, because just makes it easier for your 

HUD POCs to review and ultimately approve your budget.  When I look at 

this, I now know that although I have $120,000 of actual sub-awards, I can 

only include $75,000 in this MTDC.  I have to exclude 50,000 because 

that’s a portion in excess of the $25,000.  

 

 I’m still at this point just trying to determine what my modified total direct 

cost is.  I have to get that number, because that’s the number I’m 

multiplying my 10% by.  We know that the total direct cost from the 

budget—$285,000.  Then, we know that we have to subtract out 

equipment because A) that printer is a capital expenditure.  We know that 

we can’t include any of it.  We did our schedule for the subcontract award, 

so we know we have to exclude 50,000.  Then, that means my modified 

total direct cost, which I can use to compute my 10%, is 215,000, not 

285,000, which as you can see, is important that you compute the right 

MTDC because you’ll be multiplying that 10% by the wrong number.  So, 

you’ll either be overstating or understating your indirect cost. 
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 After we determine our MTDC, we then multiply that by the 10% de 

minimis rate to get our actual indirect cost.  Now, here’s the trick, and this 

is another thing to remember, once you compute your indirect cost, it still 

has to be within the awarded budgeted amount.  You might recall, this 

grant award was $305,000, so although we computed our indirect cost of 

$21,500, we can only recognize or charge the government up to $20,000, 

because we have to stay within the $305,000 budget.  That’s one of the 

questions we get a lot of as well. 

 

 Remember that it’s not in addition to what your award amount is, the 

indirect cost, it has to be within the award amount.  So, that does mean 

some adjustment, and the adjustment is going to come from that eligible 

indirect cost.  So, although the actual indirect cost computation was 

$21,500, because the grant award amount is only 385,000 and we already 

have our $185,000 of direct cost that we have to charge to the grant, we 

can only recognize $20,000 of the indirect cost associated with that 10%.   

 

 You need to be able to show all of this when you’re submitting your 

budget to make it clear on how you came up with this indirect cost.  You 

can see how if they don’t understand what you excluded and included to 

come up with your modified total direct cost, that they won’t understand 
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how you got your indirect cost computation.  So, they don’t know if this 

$20,000 you have, you may say, oh, I’m charging you less than the actual 

10%, but they don’t know that unless they see the computation. 

 

 It’s really important that you take the time—and then, it helps you 

internally, so that you know, for instance, how much when you’re doing 

your requests for reimbursement, you have to use this same formula as 

you do your quarterly request.  When you do your quarterly request, you 

have to use the same concept.  You have to look at the cost, whatever is on 

your quarterly request.  If your quarterly request is for $100,000 of that 

quarter and of that, the equipment is 10,000 for that quarter and you’re 

billing the subcontractor above the 25, you still have to deduct those same 

costs and meet these same rules, and then apply that 10% to those on a 

quarterly basis, not just on an annual basis.  At the end of the day, when 

you do your actual final report, your indirect cost should not exceed this 

$20,000 of that tier or whatever was the computation. 

 

 If in fact you there’s a budget modification and you move more money to 

salaries and you decide not to get the equipment, when you do your 

modification, you then need to modify your computation for the indirect 
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cost, because that means that your modified total direct cost would have 

increased.  

 

 Let’s say if you don’t spend and the government has to recapture, then you 

have to understand that what you would’ve received in an indirect cost, 

that’s going to be lower because you have not incurred all of the costs or 

charged all of the costs that are used to determine that 10%.  You may not 

necessarily get the exact amount reflected in your budget if you do not 

spend the budget dollar-for-dollar the way that’s it submitted and 

approved.   

 

 Any changes to your budget, to one budgetary line item will probably 

impact your computation of your 10%.  This is true when you use a 

negotiated indirectly, because anytime your direct costs change or your 

elements of cost change, or in this instance, like I said, especially with 

modified total direct, if you decide that you know what, our original 

budget had equipment, but now we’re not going to use that equipment, 

we’re just going to ask for budget modifications to increase salaries, well 

actually, that gives you a little bit more indirect cost, because now you 

will not be deducting the $20,000 for equipment.  Instead of your modified 
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total direct cost being 215,000, it’ll be 235,000, and when you multiply 

that by 10%, that’s 23,500 instead of 21,500. 

 

 Now, you see as I’m talking through all of these scenarios, how you kind 

of can’t give an example for all the scenarios.  So, what you try to do is 

emphasize understanding the basic concept, the overall concept and the 

fact that if you make an adjustment to your budget an you do a budget 

modification, it could very well impact what your indirect costs are using 

that 10% de minimis rate.  So, you need to re-compute that as well, 

especially if one of the adjustments is impacting what is included in your 

modified total direct cost. 

 

 Let’s go to another scenario.  The other one we focused more so on what 

is excluded from MTDC, modified total direct cost, per the regulations.  

This one, we’re going to deal with that exclusion as well as, okay, are 

these costs allowable?  We put in this scenario some unallowable costs so 

you can understand too that if a cost is unallowable, you also can include 

it in the modified total direct cost.   

 

 In this scenario, this is a $1 million grant award.  We have our salaries, 

fringe benefits, travel, then, we have some other expenses, which we’ll 
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review the assumptions of.  We have two types of equipment, and notice 

how we broke out the different types of equipment.  That was because in 

this scenario, they could be subject to two different determinations of 

whether something is allowable or not allowable.   

 

 We also have sub-awards.  We have fundraising, capital outlay and these 

consulting fees.  Some of the assumptions for this budget—equipment, the 

first equipment we had that has a short life of less than a year and is less 

than $5,000.  That should be your hint that okay, I can include this.  The 

other equipment we have, which was for $12,000, that has a service life of 

greater than a year and it exceeds $5,000.  Okay, that’s based on the rules, 

that equipment we can include.  When you have those types of scenarios, 

once again, when you submit the budget, you need to be able to clearly 

explain that so that we can determine if you computed the MTDC 

correctly. 

 

 Then, we have a sub-award and the assumptions and make it clear that’s 

one sub-award.  I know that when you all do sub-grantees, for those that 

have sub-grantees, you have to list your sub-grantees and the award 

amount.  Well, now, if you’re electing to use the 10% de minimis grade, 

you further understand why that’s important, because we have to see how 
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much you’re awarding by sub-grantees to determine what’s eligible to be 

in the MTDC.   

 

 We only have one award.  So, that one sub-grantee is getting that whole 

$65,000.  We have some fundraising expenses.  I just showed you under 

the unallowable costs, the fundraising expenses that are not pre-approved, 

they’re excluded.  So, although that is a budgetary item and it may be that 

HUD elects to reimburse you.  Unless you approve that as a direct cost, 

it’s still not going to be approved as a part of computing your modified 

total direct cost, because you note that even though it’s not included in 

your modified total direct cost, they’re still approved direct costs.  So, the 

government will pay them indirectly.  They just won’t let you take 10% of 

those costs indirectly and that could be the case with fundraising.  It 

wasn’t preapproved per the requirements, per the regulations, but when 

you submitted your budget, or maybe they came back and said we’ll let 

you use these fundraising expenses.  So, because it didn’t meet the criteria 

for the regulations for MTDC as far as allowability, then at that point it’s 

not approved, but you may be able to get it approved as a direct cost.   

 

 Capital expenditures are included.  We have that capital outlay.  That’s 

another word for capital expenditures.  That’s excluded.  Now, here’s 
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another one, consultant fees.  We saw for this particular grant agreement 

that there’s a ceiling of $134,000.  So, although consultant fees are 

approved and you can include them in the MTDC, because the grant 

agreement says that you can’t include anything above the 134,776 and 

they have on their budget 155,000, those fees are not included.  So, one of 

the recommendations, and once again, you do a quick little schedule that 

you include with it to show for that one sub-award, that’s 65,000, I can 

only get 25, so I’m excluding the 40.  So, that’s one consultant fee.  I’m 

charging 155.  I know I can only recognize 134,776 for MTDC, so I’m 

excluding another amount.  Just using these kinds of tables and 

illustrations, as I said, spells out to the HUD POC what you’ve done and it 

makes it that much easier for them to review and approve your budget. 

 

 Then, we go back to determining this MTDC.  We take the total direct 

cost, which remember from the budget, that’s the $945,000 from the 

original budget.  Then we look at what we have to subtract.  We have to 

subtract the 12,000 because we determined that this was capital 

expenditure.  That was the long-term equipment.  We have to subtract the 

sub-awards in excess, and as we said from this table, we show that that’s 

the amount that we’re subtracting from those total direct costs.  We also 
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have to subtract the capital outlay, because remember, that’s a capital 

expenditure, so none of that’s included.   

 

 The fundraising is an unallowable cost, so we have to subtract that out.  

Then, excessive consulting fees—that amount that exceeded what was the 

allowable per the grant agreement—that has to be subtracted out.  That 

means out of this 945,000, now, you will get the 945,000.  It’s just that to 

determine the 10%, you can only use $687,000 of that.  So, then the next 

step being we’re going to multiply by the 10% de minimis rate to come up 

with what our 10% is.  Then, we’re going to once again, go back to our 

budget.  This scenario was only $1 million grant award.  So, we are 

getting $945,000 in direct costs, and although we computed that indirect 

cost of 68,776, we can only charge this grant $55,000, because we have to 

stay within the total award amount of $1 million.   

 

 I know that oftentimes you have multiple funding sources and things of 

that nature.  So, as you can see, you have some flexibility in how you 

compute your budget to either maximize or obtain the maximum amount 

of the indirect cost, but recognize it has to still be within the approved 

budget amount.  So, it does become a matter of calculating and maybe 
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doing various analyses and scenarios relative to your budget to see what 

makes sense. 

 

 Once you’ve determined that these are your costs when you submit your 

quarterlies and you submit your requests for reimbursement, as I said, you 

have to use the exact same approach.  So, whatever was considered not 

allowable or excluded, when you do that quarterly or your requested 

reimbursement for that cost, you have to subtract them from whatever 

direct cost that you’re requesting for that reimbursement and then multiply 

that times that 10% to say this is the amount of my total available indirect 

cost that I’m requesting for this claim or reimbursement. 

 

 I know we just went over these examples, so I don’t see any more 

questions that are unanswered on the chat.  Are there any questions in the 

queue? 

 

Moderator [Operator instructions].  At this time, there’s no one in queue. 

 

Robin Okay, thank you.  So, hopefully, as I said, these illustrations, and there are 

so many different scenarios—we just tried to give you the basic one that 

based on a basic concept and understanding that a lot of times, for this 
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particular grant, most of the budgetary line items are your salaries and 

your fringes, and your sub-awards, and maybe consulting fees, but 

wanting you to understand the other elements of how to determine that 

modified total direct cost.   

 

 Just some other things, other considerations, the federal awarding agency 

must include in their funding announcements policies relative to these 

indirect costs, which you all should be seeing or have seen and not just the 

FY16, but now in the FY17 grant.  If you are eligible for the 10% de 

minimis rate, you can take it.  You cannot be told that you cannot elect 

that rate.  We’ve mentioned that too as well, to the pass-through entity 

agencies which is also we discuss here if a sub-grantee wishes to elect and 

they meet the criteria for the 10%, then you have to allow them to elect 

that 10% de minimis rate.  You can’t tell them they can’t elect that 10% de 

minimis rate. 

 

 Non-federal entities that are able to allocate and charge 100% of their cost 

directly may continue to do so.  That’s usually for state and local or larger 

agencies over $35 million.  They may continue whatever method they 

historically use, whether it’s direct allocations.  That’s what this is when 

you’re charging, able to allocate and charge of 100% of their cost directly.  
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So, if you’ve been able to do that in the past, you can continue to do that.  

It’s not mandatory to do indirect costs, but as I said, this was the 

government’s attempt to help subsidize some of the cost of certain non-

profit organizations for performing services they would otherwise 

perform.  

 

 If you have a NICRA, it must be used.  If it’s not current or it’s 

terminated, then at that point, if you’re not in the process of renegotiating 

it, you may not be able to—notice I say you may not be able to recognize 

or to incur those costs.  That could be subject to negotiations with the 

various the federal agencies if they will recognize that NICRA, or you can 

choose not to use the NICRA. 

 

 If a sub-recipient though, the sub-grantee has a negotiated rate, then 

they’re allowed.  You can’t as an intermediary or a national tell them they 

can’t charge indirect costs using their NICRAs.  In the pass-through 

entities, they cannot enforce or entice sub-recipients without a rate to 

accept less than the de minimis rate.  So, you can’t propose to them, okay, 

just do 5% instead of the whole 10% de minimis rate.   
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 As I said, the pass-through, meaning national intermediaries, they can’t 

tell a sub-recipient or entice them or persuade them to use less than the de 

minimis rate, but as I illustrated in budget, if in fact the actual indirect cost 

[audio disruption] based on the de minimis rate exceeds your award 

amount, then you have to only charge what falls within that award amount.  

That usually does mean the rate may move less than that 10%.  The actual 

may result in a rate less than 10%.  That’s not because somebody told me 

to do that.  That’s because in your budgetary constraints, that’s what you 

were able to charge.  It’s a big difference.  

 

 Retention of records, whether it’s an indirect cost rate proposal, allocation 

plan or other computation, which in this instance, would be the MTDC, 

you still have to retain your records for three years from the end of the 

fiscal year accounting period under which that end of rate cost rate or 

computation has been proposed.  So, you still have up to three years from 

that record retention from that period.  So, you’re really looking at three 

years from the end of the period performance for each grant period that 

you have to retain records.  You are not in any way nullified or not 

required to maintain supporting documentation.   
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 So, when you say supporting documentation, that means if you included 

direct salaries in your modified total direct costs, then yes, that’s 

supporting direct documentation for your direct salaries from timesheets, 

the payroll registers, to other documentation.  If you included consultant 

fees, then yes, that means that the supporting documentation for that 

computation or that 10% based on the modified total direct cost that 

included the consultant fees, you should still have the documentation such 

as the invoices from the consultant and the consultant agreement, as well 

as verification of payment.  So, just because you’re electing the 10% 

doesn’t mean that under review, like a financial and administrative review, 

or it’s requested that you do not have to provide the supporting 

documentation.  You still do.  You have to provide the documentation for 

those costs that you included in the modified total direct costs. 

 

 What you don’t have to try to do is justify the 10%.  That’s all that means, 

but as illustrated, if you’re not computing the modified total direct cost 

correctly, then as I said, you can have an improper payment or improper 

charging to the government of that 10% because you’re not properly 

computing that modified total direct cost.  So, you have to retain records.   
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 Some of these frequently asked questions and this is something you may 

refer to, if we accept the de minimis rate, will we now have to accept it? 

 I think I’ve answered that.  Yes, you do.  Once you accept this rate, 

meaning you’ve met the criteria, you’re eligible, unless and until you 

negotiate a negotiated indirect cost rate, you have to continue to use that 

10% de minimis rate consistently and across the board.  If chosen, this 

methodology, once elected, must be used for all federal awards until such 

time as you negotiate a rate.  So, yes, you do have to consistently use it.   

 

 If we accept the rate under this grant, will we now have to accept this rate 

for all federal awards that pass through our state agency?  Yes.  Even 

through your state agencies, then that becomes a challenge, and this is 

when you’re talking about federal versus a state, and I know that we 

oftentimes get questions about can you accept a negotiated rate from a 

state agency?  The way that it’s written under the requirements, no, they 

have to be federally negotiated.  So, if in fact you accept this 10% 

modified rate here, you may be forced to use it at the state level, and I still 

say you may be because the way that it’s written under the Uniform 

Guidance, the answer is yes, but because it is on a state level and it’s a 

federal rate, you need to look at the cost benefit analysis of do I want to 

use this 10% and then on all my federal awards I have to continue to use 
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this 10%, or if in fact, you negotiate a state rate, which happens a lot of 

times, then that state negotiated rate would be the rate that you use.   

 

 Now, can you use the state negotiated rate on a federal?  No, you can’t.  

That’s kind of a grey area.  It’s always a lot of grey areas within the 

Uniform Guidance, but right now, based on COFAR, which is the 

committee on federal acquisition regulations that helped to write this, 

that’s the response to that question off of their website.   

 

 Can the amount of sub-award be included?  I think we’re clear on that.  

Yes, up to the first 25,000.  Notice it says sub-awards, and as one of the 

participants clarified, not subcontract, but sub-awards.  I think somewhere, 

it said subcontract, which is what was confusing; it’s sub-awards. 

 

 Can sub-grantees elect to use the 10% de minimis rate?  Yes, and if they 

do, as I said pass-throughs, you cannot tell them that they cannot elect that 

rate or entice them to use a rate less than 10%.  They are allowed and can 

elect that rate, and you have to be in a position where you can review their 

budget to make sure they computed the rate the right way, based on the 

modified total direct cost, and that it falls within the total grant award 

amount.  One of the things you may have to clarify with them is that rate 
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and those indirect costs are not an addition to what they’ve been awarded.  

It has to be included within that award amount.   

 

 So, at this time, this completes the presentation.  Are there any questions 

in the queue? 

 

Moderator [Operator instructions]. 

 

Robin There is a question on the chat that I will respond to.  It says with 5,000 

cap on the equipment, doesn’t an agency have to follow what their 

purchase policy is?  They may have a lower amount, example 2,000, 

within they’re procurement policy.  So, what they have to use what is 

currently in their guidance or does the grant amount override that?   

 

 Actually, they are two totally separate issues.  Each organization, each 

company, each agency, you determine what’s called your capitalization 

policy and that’s the dollar amount at which the organization makes a 

decision that they’re going to treat an asset as having value over their 

estimated useful life, usually more than a year, or whether we’re just going 

to write it all off in this year.  So, the $5,000 cap just talks about what the 

federal regulation, how it will allow you.  So, think about it this way, 
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that’s the federal government’s cap.  That’s not your cap.  The federal 

government isn’t overriding your capitalization.  It’s just saying for 

purposes of this computation, these are the barometers we’re using.   

 

 You may have to make, within you’re procurement though, if in fact you 

do anticipate buying equipment or using or charging equipment to federal 

government grants, you need to make sure you understand what the 

federal government, what they call government property requirements are, 

and you incorporate that in your procurement policies and procedures to 

make sure that there’s no discrepancies.  As far as determining what’s in 

your modified total direct cost, all we’re concerned with is what the 

government requirement is.   

 

 What is the rule for subcontractors that differs from sub-awards?  The 

thing about the subcontracts, put them with your consultants and fees.  So, 

if you remember in the consultant and fees, that’s where your subcontracts 

go as well, because subcontracts are for services that are provided not 

related to the actual performance of the grant.  When I say that, your sub-

awards are going to other grantees that are performing the same services.  

They’re generally going to non-profit organizations where you may have a 

sub-contract—I don’t know, for IT services or something like that.  That 
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kind of falls under your consulting fees in that particular area.  That’s 

where they differ.  You don’t have a maximum, or there’s no $25,000 rule 

for subcontracts as it relates to the modified total direct cost.   

 

 Okay, if there are no other questions, if you have any questions subsequent 

to this presentation, please send them to housing.counseling@hud.gov, 

and in the subject line item, put examples of computing the 10% de 

minimis rate.  That just makes it easier to sort and then distribute the 

questions to get the required responses.   

 

 If there’s nothing else, I thank you all for your time today.  Hopefully this 

material will assist you in determining and computing that 10% de 

minimis rate.  Thank you for your time. 

 

Moderator Ladies and gentlemen, that concludes our conference for today.  Thank 

you for your participation and for using ATT Executive Teleconference 

Service.  You may now disconnect.  
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