
Grant Math

(We’re sorry.)



Salary Cap
• A professor with a full-time appointment 

draws a salary of $200,000 from Wayne 
State University. He will be participating 
in an NIH-funded project at 10% effort.  
What is his cost-shared amount, in a 
single year, for salary only?

a. $0    b. $1,815    c. $1,850    d. $2,000 



Salary Cap
Answer: c. $1,850

Explanation: Any time personnel on an NIH grant
are over the salary cap imposed, the department
must contribute the funds necessary to bring the
person to his or her salary for the designated
effort.

In this case, the professor’s salary is $18,500
over the amount that can be charged to an NIH
project. Because he will be contributing 10%
effort, 10% of the difference in salary and cap
must be cost shared by the department, or
$1,850.



Salary Cap
[Dept. Cost Share]  = ([Personnel Salary] - [NIH Salary Cap]) x  

[Effort Charged to Grant] 

= ([$200,000] - [$181,500]) x [10%] 

= $18,500 x 10%

= $1,850



Salary Cap
• A professor with a 9-month appointment 

draws a salary of $200,000 from Wayne 
State University. She will be participating in 
an NIH-funded project at 10% effort.  What 
is his cost-shared amount, in a single year, 
for salary only?

a. $1,388   b. $1,850    c. $2,000    d. $6,388 



Salary Cap
Answer: d. $6,388

Explanation: The salary given for the professor is
reflective of her fractional appointment, but the
NIH cap is not. To adjust the cap, multiply by the
number of months of the appointment and divide
by the number of months in a year.

In this case, the professor’s appointment is 9
months, to we adjust the cap by multiplying by 9
months and then dividing by 12 months, which
yields $136,125. As in the last example, we then
subtract the cap from the professor’s salary and
multiply by the effort percentage.



Salary Cap
[Dept. Cost Share]  = {[Personnel Salary] - ([NIH Salary Cap] x 

([Mos. in Appt.]/[Mos. in Year]))} x 
[Effort Charged to Grant]

= {$200,000 - ($181,500 x (9/12))} x 10%

= {$200,000 - ($181,500 x 0.75)} x 10%

= ($200,000 - $136,125) x 10%

= $63,875 x 10%

= $6,388

.



Salary Cap
• BONUS: how would you calculate the fringes 

that would also need to be cost shared?

a. $6,388 x 26.8%
b. $6,388 x 126.8%   
c. $6,388 x 26.8% x 10%
d. $6,388 x 26.8% x (9/12)



Salary Cap
Answer: a. $6,388

a. $6,388 x 26.8% 

b. $6,388 x 126.8% 

c. $6,388 x 26.8% x 10% 

d. $6,388 x 26.8% x (9/12) 

This calculation will give you the full 
amount to be cost shared, not just the 
fringes as requested in the question.

The 10% effort was already 
factored in determining the 
amount above the salary cap.

The 9-month appointment 
was already factored in 
determining the adjusted 
salary cap.

Correct! All of the adjustments for 
percent effort and partial appointment 
were already made in determining the 
amount of salary to be cost shared.



Indirect Costs: Subcontracts
• What are Wayne State University’s 

indirect costs for the hypothetical project 
below?

a. $33,800 b. $26,000 c. $39,000 d. $52,000

Personnel $25,000

Materials and Supplies $15,000

Core Facilities $10,000

Subcontract to University of Michigan $50,000

TOTAL DIRECT COSTS $100,000

TOTAL INDIRECT COSTS ?



Indirect Costs: Subcontracts
Answer: C. $39,000

Explanation: Indirect costs are calculated at a
rate of 52% of the modified total direct costs.
The modification which applies here is that
subcontracts only generate indirect costs for
the prime institution above $25,000. In this
case, WSU is the prime and U of M is the sub.
U of M is $25,000 above the threshold, so
only that $25,000 is factored when calculating
indirect costs.



Indirect Costs: Subcontracts
[WSU Indirect Costs] = [WSU IDC  Rate] x {[Total Direct Costs] 

– ([Sub Costs] – [Subcontract Threshold])}

= 0.52 x {$100,000 – ($50,000 - $25,000)}

= 0.52 x {$100,000 - $25,000} 

= 0.52 x $75,000

= $39,000



Indirect Costs: Subcontracts
• What are Wayne State University’s indirect 

costs for the hypothetical project below?

a. $78,000    b. $83,200 c. $91,000    d. $104,000 

Personnel $45,000

Materials and Supplies $35,000

Core Facilities $20,000

Subcontract to University of Michigan $50,000

Subcontract to Michigan State University $10,000

Subcontract to the University of Toronto $40,000

TOTAL DIRECT COSTS $200,000

TOTAL INDIRECT COSTS ?



Indirect Costs: Subcontracts
Answer: b. $83,200

Explanation: Indirect costs are calculated at a
rate of 52% of the modified total direct costs.
The modification which applies here is that
subcontracts only generate indirect costs for the
prime institution above $25,000.

In this case, WSU is the prime with three subs: U
of M, MSU and U Toronto. Each subcontract is
individually subject to the $25,000 threshold.
Here, U of M is $25,000 above the threshold and
U Toronto is $15,000 above the threshold, but
MSU does not meet the threshold.



Indirect Costs: Subcontracts
[WSU Indirect Costs] = [WSU IDC  Rate] x {[Total Direct 

Costs] – {([Uof M Sub Costs] –
[Subcontract Threshold])+([U Toronto Sub Costs] –

[Subcontract Threshold])}}

= 0.52 x {$200,000 - {($50,000 - $25,000) +  
($40,000 - $25,000)}

= 0.52 x {$200,000 - ($25,000+$15,000)} 

= 0.52 x ($200,000 - $40,000)

= 0.52 x $160,000

= $83,200



Rebudgeting
• In the budget below, if $20,000 is rebudgeted from 

supplies into tuition, what will happen to the overall 
DIRECT COSTS amount?

a. Money will be added                 b. Money will be subtracted  
c. The total will not be affected      d. None of these

Personnel $150,000

Materials and Supplies $70,000

Tuition $0

DIRECT COSTS $220,000

INDIRECT COSTS $114,000

TOTAL BUDGET $334,000



Rebudgeting
Answer: a. Money will be added 

Explanation: Monies are currently budgeted into 
a category that generates indirect costs 
(Materials and Supplies).  Moving money to a 
category that does NOT generate indirect costs 
(Tuition) allows more money to be available in 
overall direct costs.  

This is because overall total budget amount 
must remain the same; the funds will simply be 
distributed differently.



Rebudgeting
• In same budget below, if $20,000 total is rebudgeted

from Materials and Supplies into Tuition, what is the 
new amount reflected in the Materials and Supplies 
category of the budget?

a. $6,842 b. $13,158 c. $50,000     d. $56,842

Category Original Rebudgeted

Personnel $150,000 $150,000

Materials and Supplies $70,000 ?

Tuition $0 $20,000

DIRECT COSTS $220,000 ?

INDIRECT COSTS $114,000 ?

TOTAL BUDGET $334,000 ?



Rebudgeting
Answer: d. $56,842

Explanation: When rebudgeting from a category that 
generates indirect costs (Materials and Supplies) to a 
category that does not (Tuition), you add back the 
amount generated that would otherwise be indirect costs 
in order to maintain the total overall budget.

In this case, the $20,000 that will now be allotted to 
Tuition will no longer generate indirect costs as it did in 
Materials and Supplies.  The indirects that were 
generated by the $20,000 that will no longer contribute 
to the indirect cost total can be added back to the 
Materials and Supplies category.



Rebudgeting

[IDC Conversion]= ([Original Category Amount] –[Amount of Rebudget]) + 
{[Amount of Rebudget] – ([Amount of Rebudget] / (1 + [IDC Rate])) 

= ($70,000 –$20,000) + {$20,000 – ($20,000 / (1 + 0.52))}

= $50,000 +  {$20,000 – ($20,000 / (1 + 0.52))}

= $50,000 +  {$20,000 – $13,158}

= $50,000 + $6,842

= $56,842

.



Rebudgeting
• In same budget below, if $10,000 total is rebudgeted

from Tuition into Materials and Supplies, what is the 
actual amount of money that can be added into the 
direct cost category of Materials and Supplies?

a. $6,579        b. $8,621      c. $10,000     d. $15,200

Category Original Rebudgeted

Personnel $150,000 $150,000

Materials and Supplies $50,000 $50,000 + ?

Tuition $10,000 $0

DIRECT COSTS $210,000 ?

INDIRECT COSTS $104,000 ?

TOTAL BUDGET $344,000 ?



Rebudgeting
Answer: a. $6,579

Explanation: When rebudgeting from a category that 
generates NO indirect costs (Tuition) to a category that 
does generate indirects (Materials and Supplies), you 
must subtract out the generated indirects before you 
add the amount to the new category

In this case, the $10,000 that will now be allotted to 
Materials and Supplies will be inclusive of generated 
indirect costs.

.



Rebudgeting

[Dir.Cost Conversion]= ([Amount of Rebudget] / (1 + [IDC Rate])) 

= ($10,000 / (1 + 0.52)) 

= $10,000/1.52

= $6,579

.


