Restrictive Rates

A grant is the mechanism that awards something of value to accomplish a public purpose of support or stimulation authorized by statute.  The grant defines the purpose and costs covered.  Sometimes grants have restrictions (limitation) on costs claimed against the grants.  These restrictions place restrictions (limitations) on how indirect cost rates are calculated.

Normally, the unrestricted Indirect Cost Rate Proposal (ICRP) rate is calculated first, then converted to the restricted ICRP rate.  This is accomplished by removing certain items from the indirect cost pool and placing them in the direct cost base for computational purposes.

A restricted indirect cost rate places restrictions on the types of indirect costs, which may be included in an ICRP.  The unrestricted rate is calculated first then converted to the restricted rate.  Removing certain items from the indirect cost pool and placing them in the direct cost base for computational purposes accomplish this. 

Restrictions can include but are not limited to the following:

· Administrative cost caps.  A grant may be limited to the amount of administrative costs that may be charged against it.  Administrative expenses are salaries and related benefits of those employees who perform support activities, and supplies and other expenses used to provide clerical or administrative project support.  Examples of administrative expenses are salaries, wages, and fringe benefits of administrative and clerical staff; office supplies; postage; telephone costs; and memberships.  The limitation may be in terms of a specific dollar amount or in terms of a specific percentage, i.e. “no more than 10% of grant funds shall be used for administrative costs.”

· Special cost exclusion.  A grant may contain language that prohibits certain types of administrative costs to be charged against the grant.  Examples of exclusions include Health Benefits for Retired Annuitants (HBRA), legal costs, audit services, etc. 

Additional information regarding federal grants can be found at the following websites:

· http://www.ed.gov/offices/OCFO/grants.html

· http://www.cfda.gov/

