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I.       PURPOSE:

This policy is in effect for contracts subject to regulations prior to the implementation of the Office of Management and Budget 2 CFR 200.  Refer to Financial Policy 3.2 for information pertaining to contractor indirect rates pursuant to 2 CFR 200.

In an effort to maximize the financial resources of the Department of Health and Senior Services (DHSS), limits have been established for administrative costs billed to DHSS on contracts where such costs are allowed under the scope of work.  This policy establishes uniform procedures for allowances of contractor administrative rates.

II.     SCOPE:

Applies to any DHSS contract where administrative costs are allowed under the scope of work and federal grant legislation, if applicable.  Administrative costs are those associated with the management and oversight of an organization’s activities and are a result of all activities of the contractor, such as utilities, rent, administrative salaries, financial staff salaries, and building maintenance.  

III.    POLICY:

Terms for administrative rates established in DHSS contracts must adhere to limits established under this policy.  Budgets submitted by a contractor must include a line item for administrative costs, not to exceed the appropriate rate set forth below, in order to be paid for such costs.

Administrative rates billed under DHSS contracts shall not exceed eight percent of total contract costs billed except in the following circumstances:

1. Administrative rates billed under DHSS contracts directed to a state university system shall not exceed ten percent of total contract costs billed.

2. Administrative rates billed under DHSS contracts directed to a state university system, where the university is sole source, shall not exceed twelve percent of total contract costs billed.

3. When DHSS and a state university jointly write a grant that includes an agreed upon rate specifically included in the grant, that rate will be used for the contract.

IV.    PROCEDURES:

A. Contracts that include a provision to allow an administrative rate shall not exceed the percent of billed costs as set forth above unless prior approved per Section IV D of this policy.  Documentation of administrative costs is subject to retention schedules specified in the contract and may be reviewed by DHSS, federal, or state monitors.  Documentation may consist of cost reports, financial statements, or other accounting reports.
B. Administrative-type costs listed in contract budgets in addition to the allowed rate must be justified to demonstrate such costs are not already covered by the administrative rate (i.e., the cost is incurred specifically for activities directly related to the contract).
C. DHSS will recover from the contractor administrative costs found to be included both in the administrative rate and as a direct charge.  
D.
Any request for a waiver to this policy must be submitted in writing from the applicable division to the DHSS Deputy Director.  Contracts that include rates in excess of this policy will not be processed until an approval by the DHSS Deputy Director has been obtained and attached as supporting documentation to the draft contract.
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