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Administrator for F&N
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Meet our Speaker!
Indirect Costs

Stephanie Robinson, MBA
Administrator for F&N
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Submit ALL 
Questions 
Via The App
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You understand and acknowledge that:
Acknowledgement Statement

• The training you are about to take does not cover the entire scope 
of the program, and that

• You are responsible for knowing and understanding all handbooks, 
manuals, alerts, notices, and guidance, as well as any other forms 
of communication that provide further guidance, clarification, or 
instruction on operating the program.
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Review fundamental financial principles  

Review feedback from the School Food Authority Survey

Emphasize financial responsibility and regulatory 
compliance

Session Overview
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Fundamental 
Financial Principles
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• Legislation and Policies

• Office of Management 
and Budget (OMB) 
Circulars

• Code of Federal 
Regulations (CFR)

Federal Cost Principles
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2 CFR 200 Subpart E – Cost Principles
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• Necessary  

• Reasonable

• Allocable

Criteria for 
Costs

Identification of Allowable Costs (2 CFR 200.403)
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Survey Responses
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What are Direct Costs?

Costs that can be identified specifically with a 
particular final cost objective and can be readily 
identified to a particular objective such as school 
food service. – 2 CFR 200.413

Food for School 
Meals

Media 
Promotional 

Materials for CN

CN Employee 
Salaries



14

What are Indirect Costs?
Costs that support operations but are not directly tied 
to meals.

These are shared costs for the benefit of multiple 
programs, not billed solely to food services.

Payroll 
Processing

Accounting 
Services Utilities Information

Technology
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Key Questions to Consider
1. Does the cost benefit multiple programs or just school 
food service? 

2. Does the cost have a direct relationship to the operation 
of the school nutrition program (SNP)? 

3. How are similar costs treated in other cost objectives? 

4. How has this cost been treated in the past? 
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Overview

Total Program Direct 
Costs

Indirect 
Costs



17

SFAs must carefully 
consider whether certain 
types of costs should be 
categorized as direct or 

indirect costs. 
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How does Child Nutrition pay 
its share for indirect costs? 

1. Shared Cost 
Allocation

2. Restricted or 
Unrestricted Rate
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Cost Allocation for Shared Indirect Costs
A method used to divide shared costs fairly so each 
department pays its proportionate share. 

Allocation must be based on actual benefit received, 
not an estimation or convenience. 

The allocation method must be consistent, and costs 
must be proven to be allowable, necessary, allocable, 
and reasonable.
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1. Identify the 
shared cost

2. What is 
measurable & 

fair?

3. Apply the 
formula

4. Document 
the method

Cost Allocation for Shared Indirect Costs
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Let’s Practice

The school’s electric bill is 
$10,000 per month. The 
kitchen uses 20% of the 

school's total square footage.

Could this be an 
indirect cost?
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1. Identify the 
shared cost

2. What is 
measurable & 

fair?

3. Apply the 
formula

4. Document 
the method

Cost Allocation for Shared Indirect Costs

$10,000 Bill 

Square footage

$10,000 x 20%

“The 5 W’s + H”
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Indirect Cost Rate Method
SP60-2016
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Types of Rates

Restricted

Unrestricted
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Types of Rates

Restricted
Rate

Designed for programs where 
federal funds cannot be used to 

replace existing non-federal funds. 

Ensures that federal funds add to 
resources dedicated to educational 
programs, rather than substituting 

them. 
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Types of Rates

Unrestricted
Rate

Used for programs that do not have 
limitations on the amount of indirect 

costs that can be charged. 

Allows a district to recover the 
complete cost of running its federal 

program. 
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USDA SP60-2016
• Indirect costs can be charged to the child 

nutrition fund

But only if:
• The SFA has an approved unrestricted

or restricted indirect cost rate 
agreement

• Charges are documented, consistent, 
and compliant

• The direct cost base does not include 
costs in the indirect cost pool
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Unrestricted Indirect Cost Rate 
Methodology

1. Identify district 
activities and 

costs

2. Remove 
capital and 

excluded costs

3. Classify costs 
as direct or 

indirect

4. Exclude 
unallowable 

indirect costs

5. Divide indirect 
cost by direct cost 

base
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Unrestricted Indirect Cost Calculation
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Common Challenges
Incorrect rate applied

Inadequate methods of 
documentation

Inconsistent application 
across all programs

Unallowable Costs in 
the Indirect Cost Pool 

Double-dipping
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• Monitor nonprofit school food 
service account fund balance 
regularly Documentation & 

Management 
Strategies • Run projections to identify if it 

will negatively affect the fund 
balance
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The district should have a uniform and written process 
for cost allocation before deciding to apply an indirect 

cost method to the school food service account.

• Documented Procedures
• Documented Methodologies
• Tracking Mechanisms
• Payment Processing System
• Records Management System
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When done correctly, indirect costs can also 
indirectly support the child nutrition program. 

Indirect costs help ensure the smooth operation 
and sustainability of the food service program by 

covering essential overhead expenses or 
administrative services.
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Additional Resources
University of F&N Courses at ESCs or Online

• NSLP Financial Coding
• Financial Management  for Directors & Managers
• KPI Series: Financial & Inventory Management
• Administrator’s Reference Manual Section 16
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Submitted Question
Review
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Leave Us Feedback In The App!



This product was funded byUSDA. This
institution is an equalopportunityprovider.

Fraud Hotline: 1-866-5-FRAUD-4 or 1-866-537-2834 | P.O. Box 12847 | Austin, TX78711
TollFree: (877) TEX-MEAL| For the hearing impaired: (800) 735-2989 (TTY)
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In accordance with federal civil rights law and U.S. Department of Agriculture (USDA) civil rights regulations and policies, this institution is prohibited from discriminating on the basis 
of race, color, national origin, sex, disability, age, or reprisal or retaliation for prior civil rights activity.

Program information may be made available in languages other than English. Persons with disabilities who require alternative means of communication to obtain program
information (e.g., Braille, large print, audiotape, American Sign Language), should contact the responsible state or local agency that administers the program or USDA’s TARGET
Center at (202) 720-2600 (voice and TTY) or contact USDAthrough the Federal Relay Service at (800) 877-8339.

To file a program discrimination complaint, a Complainant should complete a Form AD-3027, USDAProgram Discrimination Complaint Form which can be obtained online at: 
https://www.usda.gov/sites/default/files/documents/ad-3027.pdf, from any USDA office, by calling (866) 632-9992, or by writing a letter addressed to USDA. The letter must
contain the complainant’s name, address, telephone number, and a written description of the alleged discriminatory action in sufficient detail to inform the Assistant Secretary for
Civil Rights (ASCR) about the nature and date of an alleged civil rights violation. The completed AD-3027 form or letter must be submitted to USDAby:

1 . mail:
U.S. Department of Agriculture
Office of the Assistant Secretary for
Civil Rights 1400 Independence
Avenue, SW Washington, D.C.
20250-9410; or

2. fax:
(833) 256-1665 or (202) 690-7442; or

3. email:
program.intake@usda.gov

This institution is an equal opportunity provider.

http://www.usda.gov/sites/default/%EF%AC%81les/documents/USDA-OASCR%20P-Complaint-Form-0508-0002-508-11-28-17Fax2Mail.pdf
mailto:program.intake@usda.gov
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