Vermont Biofuels Initiative: RFP Supplemental Information

What are Indirect Costs?
Indirect costs, also known as overhead, represent the costs of doing business that are not clearly and easily attributable with a particular project, but are necessary for the general operation of the organization. Expenses like heat, electricity, etc. might be charged directly to different programs, projects, or activities if there were an easy way to track them. However, applying an indirect cost rate is an alternative way to distribute those costs based on a percentage of the direct project costs.

Direct costs include:

1. Salaries or wages
2. Fringe benefits

3. Travel

4. Materials or supplies

5. Telecommunication
Unallowable Direct Costs:  Because an organization typically does not incur overhead expenses when hiring outside consultants, purchasing equipment, or during the renovation and construction of a building, these costs are excluded from the direct cost pool. 
What is an Indirect Cost Rate?

An indirect cost rate represents the ratio between the total indirect costs and applicable direct costs, after excluding and or reclassifying unallowable costs or distorting expenditures. (i.e., capital expenditures, contracts, etc.). The Office of Management and Budget Circular A-122, Cost Principles for Nonprofit Organizations, describes the method of developing a federal indirect cost rate. 
An applicant or organization may include indirect costs in their project budgets if they meet the following conditions:
1. the organization has a federally-approved indirect rate;
2. the organization submits documentation of their federally-approved rate with their full proposal application;
If you don’t have an approved rate and want to claim administrative or overhead costs, please indicate these line items in the Other Category. Typically, these costs will not exceed 10% of the project budget. 
