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C

osts of a local educational agency (LEA) can be categorized as direct or indirect. A cost's related activity (e.g., instruction, school administration, pupil transportation, fiscal services) rather than its type (e.g., salaries, benefits, books, supplies) is what determines if it is a direct or indirect cost. Direct costs can be identified with a particular instructional program or support service necessary to maintain the program, whereas indirect costs are more global in nature.

Indirect costs are those costs of general management that are agencywide. General management costs consist of expenditures for administrative activities necessary for the general operation of the LEA (e.g., accounting, budgeting, payroll preparation, personnel management, purchasing, centralized data processing). The standardized method to recover indirect costs from federal and state programs without having to time-account for the general administrative support provided to each program is referred to as the indirect cost rate process. 

The indirect cost rate process in California is based on the California Department of Education's (CDE's) federally approved indirect cost plan for K–12 LEAs, which include school districts, joint powers agencies, county offices of education, and charter schools. California's plan includes specific guidelines on indirect cost components, including the indirect cost pool, base costs, and the carry-forward adjustment.

The United States Department of Education has approved the fixed-with-carry‑forward restricted rate methodology for calculating indirect cost rates for California LEAs. CDE has been delegated authority to calculate and approve indirect cost rates annually for LEAs..

Definitions of key indirect cost terms are provided beginning on page 915‑13.
Components of the Indirect Cost Rate Calculation

In simple terms, an indirect cost rate is determined by dividing an agency's indirect costs by the majority of its other expenditures, or base costs. However, the realities of the calculation are much more complex. Compliance with federal indirect cost guidelines requires that specific rules must be followed when categorizing expenditures as indirect or base costs. Fortunately for California, the majority of these rules are built into the function code within the standardized account code structure.

An LEA's general ledger data, in combination with a minimal amount of supplemental data, are used to categorize the LEA's expenditures as indirect costs, base costs, or excluded costs. The indirect costs become the numerator of the calculation, and the base costs are the denominator. Certain costs, such as debt service and facility construction, are excluded entirely from the calculation.

Numerator of the Calculation

The numerator of the indirect cost rate calculation—the indirect cost pool—is the cornerstone of the calculation. Costs in the pool come from the general fund and the charter school special revenue and/or charter school enterprise fund. There are three components to the numerator: indirect costs, general administration's share of certain plant services costs (e.g., maintenance and operations, facilities rents and leases), and the carry‑forward adjustment.


Indirect costs consist of agencywide expenditures for general management (administrative) activities that are not readily identifiable with a particular program but are necessary for the overall operation of the LEA (e.g., accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, centralized data processing). Generally, only administrative costs charged to an unrestricted funding source (resources 0000–1999) are included in the indirect cost pool. An exception is made for joint powers agencies, which are often funded from a single restricted source.

Certain plant services costs (e.g., heating, lighting, custodial services) are also included in the indirect cost pool but only the portion applicable to the general administrative offices. (See "Supplemental Data" on page 915-4 for further information on determining the administrative portion of plant services costs.) 


The carry-forward adjustment is an after-the-fact adjustment for the difference between the indirect cost rate approved for use in a given year and the actual percentage (amount) of indirect costs incurred in that year. The carry-forward adjustment eliminates the need for LEAs to file amended federal reports when their actual indirect costs vary from estimated indirect costs. (See "Calculating the Rate" beginning on page 915‑5 for an example that illustrates the use of the carry-forward adjustment.)
Denominator of the Calculation

Once indirect costs have been identified, the majority of the LEA's remaining costs in the general fund and charter school funds comprise the denominator of the calculation, referred to as base costs. Examples of base costs include:

·  Instructional salaries and benefits.

· Program supplies.

· Contracts for instructional and support services.

· Board and superintendent services.

· Facility costs (plant maintenance and operations and facilities rents and leases), except for the minimal portion associated with the general administrative offices. 
Base costs also include similar expenditures from four special revenue funds (adult education, cafeteria, child development, and foundation), the foundation permanent fund, and the cafeteria enterprise fund. This is necessary because the activities in these funds generally benefit on an ongoing basis from the services provided by the LEA's general administrative offices. 

Excluded Costs

Certain types of costs are distorting in nature or require relatively minimal general administrative support compared to the amount of dollars spent. Because these costs would distort the indirect cost process, they are excluded from the calculation of the indirect cost rate. Following are the notable categories of costs excluded from the calculation:

· Subagreements for Services (Object 5100), which include expenditures for subagreements and subawards pursuant to certain contracts, subcontracts, and subgrants. 

· Capital Outlay (objects 6000–6999), which includes expenditures for items such as the acquisition of land, improvements to sites, construction or purchase of new buildings, books and media for new schools, major expansions of school libraries, and capitalized equipment. 

· Other Outgo (objects 7000–7499) and Other Financing Uses (objects 7600–7699), which include expenditures for items such as tuition, excess cost payments, pass-through funds, transfers out, debt service, and transfers between funds. 

· Other Funds, which include expenditures of certain governmental funds (e.g., deferred maintenance, capital facilities), the proprietary funds other than cafeteria, and the fiduciary funds.

For the same reasons that these costs are excluded from the calculation of the indirect cost rate, they are also excluded from pools of eligible program expenditures on which to charge indirect costs (see "Amount of Indirect Costs to Charge," page 915-7).
Supplemental Data

In some circumstances supplemental data may be required to accurately identify all indirect costs and to fully comply with federal indirect cost guidelines.


Percent of administrative salaries and benefits. Most facility costs (plant maintenance and operations and facilities rents and leases) are categorized as base costs in a restricted indirect cost rate calculation. However, the portion of facility costs attributable to the general administrative offices may be included in the indirect cost pool.


To ensure that LEAs use a standardized method of attributing facility costs associated with the general administrative offices, a "percent of administrative salaries and benefits" factor is used in the indirect cost rate calculation. This ratio of salaries and benefits for administration is used as a proxy for the ratio of space utilized by administration, which spares LEAs the necessity of annually calculating the space utilized by administration compared to each of their other programs and activities.


When the ratio is calculated, an adjustment may be required in those occasional circumstances where costs for administrative salaries and benefits are understated because certain administrative services, although performed on site, are provided by contract rather than by the LEA's own employees. If this occurs, LEAs may provide supplemental data to adjust the ratio for costs relating to such services.


The ratio of administrative salaries and benefits to other salaries and benefits is then multiplied by the costs of plant maintenance and operations and facilities rents and leases to assign to the indirect cost pool an "administrative offices" share of these facility costs.


Employment separation costs. Some costs relating to employees’ separation from service may have restrictions on how they can be charged (see Procedure 655, Employment Separation Costs).


"Normal" separation costs are unallowable as direct costs to federal programs and possibly to some state programs. When unallowable as direct costs, they are allowed as indirect costs. Normal separation costs that are unallowable as direct costs to a restricted program are charged to the same goal, function, and object as the employee's regular salary, but they are charged to an unrestricted resource. The LEA may then provide supplemental data to include these costs in the indirect cost pool. 


"Abnormal or mass" separation costs, such as retirement incentives or contract buyouts, are unallowable either as direct costs or indirect costs to federal programs and possibly to some state programs. Abnormal or mass separation costs that are unallowable as direct costs to a restricted program are charged to the same goal, function, and object as the employee’s regular salary, but they are charged to an unrestricted resource. Where an LEA has incurred abnormal or mass separation costs for employees charged to the indirect cost pool (Function 7200, Other General Administration, or Function 7700, Centralized Data Processing), the LEA must provide supplemental data to exclude these costs from the pool.

Calculating the Rate

The actual calculation of the indirect cost rate includes components from both the current year plus the second prior year (two years before the current period). The rate based on these data will then be used in the second subsequent fiscal year (two years after the current period). This span of time is characteristic of the fixed-with-carry-forward type of rate calculation. 

The following example uses 2007-08 as the current reporting period and illustrates the fiscal years affected by the indirect cost rate calculation:

In 2007-08, indirect costs are charged to programs using an indirect cost rate that was calculated and approved based on 2005-06 data. Any difference between the indirect costs that theoretically could be charged to programs in 2007-08 based on this approved rate and the actual indirect costs incurred in that year (i.e., the theoretical over or under recovery of indirect costs) is called a carry-forward adjustment. Note: This adjustment compares what theoretically could be charged based on the approved rate, not what was actually charged.


Then, based on the actual indirect costs and base costs incurred in 2007-08 and the carry-forward adjustment, a new indirect cost rate will be calculated for use in 2009-10. 
LEAs submit their indirect cost rates annually to CDE along with their unaudited actual financial statement data. An automated work sheet (Form ICR) in the financial reporting software calculates LEA indirect cost information. (See page 915-11 for an excerpt from the work sheet.) The work sheet uses both general ledger data (for indirect and base costs) and minimal amounts of supplemental data (see page 915-4). 
These general ledger and supplemental data, along with certain second prior year indirect cost information, produce both a straight percentage of indirect costs (the indirect cost pool divided by base costs) and the fixed-with-carry-forward restricted indirect cost rate (the indirect cost pool, adjusted by the carry-forward calculation, then divided by base costs). The straight percentage of indirect costs is only for informational purposes and not for use in recovering indirect costs from programs. The fixed-with-carry-forward restricted indirect cost rate, once approved by CDE, is the rate that should be used to recover indirect costs. 

Using the Rate
Approved indirect cost rates for K–12 LEAs, including charter schools, are posted online annually at http://www.cde.ca.gov/fg/ac/ic, usually in early spring. The rates may be used, as appropriate, to budget, allocate, and recover indirect costs for federal programs, grants, and other assistance governed by the Office of Management and Budget (OMB) Circular A‑87, the Education Department General Administrative Regulations (EDGAR), and the Code of Federal Regulations (CFR), Title 34. The rates may also be used for state programs, subject to any restrictions that may govern the individual programs. 

Indirect Cost Rates for Individual Schools

Individual schools may use an indirect cost rate not to exceed their school district's rate (or county office of education's rate, if applicable). An exception to this is charter schools, which have separate indirect cost rate guidelines. The Web site given earlier includes a list of rates for school districts and county offices of education that should be used by noncharter schools, together with a separate listing of charter school rates. 

Guidelines for Claiming Indirect Costs

Specific guidelines for charging indirect costs may vary by program. The following are general guidelines for using the indirect cost rate.
· Budgeting. An estimate of indirect costs may be used for budgeting purposes. If a program has a set award amount, it is important to budget indirect costs that fit within the award amount rather than add them to the award amount. To do this, and assuming for this example that none of the award amount will be spent on excluded costs (see page 915-3), divide the award amount by 1.xx, where xx equals the decimal equivalent of the approved indirect cost rate, then subtract the result from the original award amount to arrive at the amount of budgeted indirect costs. For example, using 8 percent as the approved rate and $10,000 as the award amount, divide $10,000 by 1.08, equaling $9,259.26, and then subtract $9,259.26 from $10,000, equaling $740.74, which is the amount that may be budgeted for indirect costs ($9,259.26 + $740.74 = $10,000).

· Amount of Indirect Costs to Charge. The claiming of indirect costs must be done based on actual program expenditures rather than budget estimates. The maximum amount of indirect costs that may be charged to an award in a year is determined by multiplying the total direct costs of the award, less any excluded costs (see page 915-3), by the restricted indirect cost rate. In terms of SACS, this generally equates to totaling the program expenditures in objects 1000–5999, except Object 5100, and multiplying that total by the indirect cost rate approved for use with the program. Expenditures in objects 5100, 6000, and 7000 are excluded from the indirect cost process (both when the rates tare calculated and indirect costs are claimed) because they receive only a minimal amount of general administrative support compared to the amount of dollars spent and to include them would distort the process..


LEAs have the option of charging less than the approved rate when recovering indirect costs. However, whether the approved rate or a lesser rate is used, the carry-forward adjustment is still calculated using the LEA's approved rate. Also, indirect costs not claimed under one award may not be shifted to another award unless specifically authorized by legislation or regulation.
· Program Limitations on Charging Indirect Costs. The approved indirect cost rate provides the starting point for charging indirect costs to a program. Funding applications or award letters should be consulted to determine whether programs limit or prohibit the claiming of indirect costs. Some of the more common limitations include: 

1.
Limiting the indirect cost rate to the lesser of the LEA's



approved rate or a program's capped rate.

2.
Limiting the indirect cost rate to the lesser of the LEA's 
approved rate or a statewide average rate, such as for the 
food service or adult education programs. Information on 
these statewide average rates is available at 
http://www.cde.ca.gov/fg/ac/ic/icrfsae.asp.

3.
Having an administrative cost cap that limits the 
combination of direct program administration and indirect 
costs charged to the program.

4.
Not allowing indirect costs (i.e., requiring that the entire 
award amount be spent on direct costs).

As a help in identifying the indirect cost rules for most programs, a SACS resource code query system is available on the Internet at http://www.cde.ca.gov/fg/ac/ac/ap/querybyresource.asp. The data provided for each resource code (i.e., funding source) include the general guidelines for claiming indirect costs.

· Administrative Cost Caps. Indirect costs are usually a subset of the broader category of administrative costs (see page 915-13). A program with an administrative cost cap should be reviewed to determine what limitations there might be on the recovery of indirect costs. For example, in a program that has a 15 percent administrative cost cap that encompasses both direct program administration and indirect costs, if the LEA has already spent 11 percent on direct program administration, then it can claim only 4 percent for indirect costs even if the LEA's approved indirect cost rate is higher than 4 percent.

· Multiple-Year Awards. For program awards that cover more than one year, a single rate may not be used to recover indirect costs for the entire award; the indirect cost rate used must change as the year changes. For programs that follow the federal fiscal year, October 1 to September 30, the rates are applied using the state fiscal year as the basis. For example, the approved rate for the initial year is used for expenditures made October 1 through June 30, and then the approved rate for the next year is used for expenditures made July 1 through September 30.

· Eligible Funds and Costs. The indirect cost rate is appropriate for use with only those operating funds and costs that are part of the calculation. For instance, costs in objects 1000–5999, except Object 5100, in Fund 01 (general), funds 09 and 62 (charter schools), Fund 11 (adult education), Fund 12 (child development), funds 13 and 61 (cafeteria), and funds 19 and 57 (foundation) are part of the indirect cost rate calculation; therefore, expenditures in these fund and object combinations may generally have indirect costs charged against them. Costs in objects that are excluded from the calculation of the rate (e.g., subagreements for services, capital outlay, other outgo) and in funds excluded from the calculation (e.g., deferred maintenance, capital facilities) should not have indirect costs charged against them.

Indirect Costs, Central Administration, and Program Administration

For California LEAs, three cost accounting concepts are similar but not identical: indirect costs, central administration costs, and overall program administrative costs.

· Indirect costs in the restricted indirect cost rate calculation include agencywide general administration costs such as accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, and centralized data processing services, plus the minimal portion of facility costs (plant maintenance and operations and facilities rents and leases) spent in support of the general administration activities/offices. 

· Central administration costs are a component of program cost accounting (see Procedure 910) and include indirect costs as described above, less the facility costs attributed to general administration, plus costs for the school board and superintendent. 

· Overall program administration costs,  in the context of indirect cost determinations or administrative cost caps, generally refers to administrative costs direct-charged to the program together with indirect costs charged to the program (see page 915‑13). However, individual programs may have different definitions of administrative costs. There is currently no single definition that applies to all programs.

Because there are differences in the three cost pools, percentages or ratios calculated from them will differ. Although these differences could be minor, the three cost pools have unique purposes and are not interchangeable.

Transferring Indirect Costs
Specific function and object codes are defined in the standardized account code structure to aid in tracking the transfer of indirect costs between programs:

· Function 7210, Indirect Cost Transfers

· Object 7310, Transfers of Indirect Costs

· Object 7350, Transfers of Indirect Costs—Interfund

Note that where a program authorizes charges for administrative costs on a basis other than the indirect cost rate, the costs should not be transferred as indirect costs. They should either be charged directly to the program, or transferred to the program as direct costs.

Indirect and direct cost transfers are illustrated in Procedure 615.

Indirect Cost Rate Work Sheet

Indirect Cost Rate Calculation Based on the 2007-08 Reporting Period

(Funds 01, 09 and 62, unless indicated otherwise)

A.
Indirect Costs (numerator)

1.
Other General Administration – (Functions 7200–7600, Objects 1000–5999 and 7380, less portion on line B8 charged to restricted resources or specific goals)

2.
Centralized Data Processing – (Function 7700, Objects 1000–5999, less portion on line B9 charged to restricted resources or specific goals)

3.
External Financial Audit – Single Audit (Function 7190, Objects 5000–5999)

4.
Staff Relations and Negotiations (Function 7120, Objects 1000–5999)

5a.
Employment Separation Costs – add normal separation costs charged to Resources 0000–1999 for restricted positions, from line B12a

5b.
Employment Separation Costs – subtract abnormal separation costs charged to Functions 7200–7700 and included in line A1 or A4

6.
Plant Maintenance and Operations – only indirect portion (Functions 8100–8400, Objects 1000–5999, except 5100, times the percentage of total salaries and benefits attributable to other general administration and centralized data processing)

7.
Facilities Rents and Leases – only indirect portion (Function 8700, Resources 0000–1999, Objects 1000–5999, times the percentage of total salaries and benefits attributable to other general administration and centralized data processing)

8.
Total Indirect Costs (sum of lines A1 through A7)

9.
Carry-Forward Adjustment (line A8 plus 2005-06 carry-forward adjustment, minus [2007-08 approved indirect cost rate times line B17])

10.
Total Adjusted Indirect Costs (line A8 plus line A9)

B.
Base Costs (denominator)

1.
Instruction (Functions 1000–1999, Objects 1000–5999, except 5100)

2.
Instruction-Related Services (Functions 2000–2999, Objects 1000–5999, except 5100)

3.
Pupil Services (Functions 3000–3999, Objects 1000–5999, except 5100)

4.
Ancillary Services (Functions 4000–4999, Objects 1000–5999, except 5100)

5.
Community Services (Functions 5000–5999, Objects 1000–5999, except 5100)

6.
Enterprise (Function 6000, Objects 1000–5999, except 5100)

7.
Board and Superintendent (Functions 7100–7180, except 7120, Objects 1000–5999)

7a.
External Financial Audit—Other (Function 7191, Objects 5000–5999)

8.
Other General Administration—portion charged to restricted resources or specific goals (Functions 7200–7600, Resources 2000–9999, Objects 1000–5999 and 7380; plus Functions 7200–7600, Resources 0000–1999, Goals 0001–8999, Objects 1000–5999 and 7380)

9.
Centralized Data Processing—portion charged to restricted resources or specific goals (Function 7700, Resources 2000–9999, Objects 1000–5999, plus Function 7700, Resources 0000–1999, Goals 0001–8999, Objects 1000–5999)

10.
Plant Maintenance and Operations—all except indirect portion (Functions 8100–8400, Objects 1000–5999, except 5100, minus line A6)

11.
Facilities Rents and Leases—all except indirect portion (Function 8700, Resources 0000–1999, Objects 1000–5999, except 5100, minus line A7; plus Function 8700, Resources 2000–9999, Objects 1000–5999, except 5100)

12a.
Employment Separation Costs – reclassification from "base" to "indirect" (subtract normal separation costs charged to Resources 0000–1999 for restricted positions and included in lines B1 to B10)

12b.
Employment Separation Costs – reclassification from "indirect" to "base" (add abnormal separation costs charged to Functions 7200–7700 from line A5b)

13.
Adult Education (Fund 11, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

14.
Child Development (Fund 12, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

15.
Cafeteria (Funds 13 and 61, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

16.
Foundation (Funds 19 and 57, Functions 1000–6999, 8100–8400, 8700, Objects 1000–5999, except 5100)

17.
Total Base Costs (sum of lines B1 through B16)

C.
Straight Indirect Cost Percentage (before carry-forward adjustment) (line A8 / line B17)

D.
Indirect Cost Rate (fixed with carry-forward rate for use in 2009-10, subject to CDE approval) 
(line A10 / line B17)

Note: The following expenditures are excluded from the indirect cost rate calculation and therefore cannot have indirect costs charged against them when indirect costs are claimed: Subagreements for Services (Object 5100); Capital Outlay (Objects 6000–6999); Other Outgo (Objects 7000–7499); Other Financing Uses (Objects 7600–7699); Facilities Acquisition and Construction (Function 8500); and Debt Service, Transfers Between Agencies, and Interfund Transfers (Functions 9000–9999) (see page 915-7, Amount of Indirect Costs to Charge).
Definitions of Indirect Cost Terms

Administrative costs. Any costs, indirect or direct, that are administrative in nature and support the management of a program. Costs of program administration may encompass both direct costs (e.g., salaries of program administrators, costs of program monitoring and preparing program plans) and indirect costs (e.g., personnel/human resources, accounting, and procurement). 

Pursuant to the U.S. Department of Education's Indirect Cost Determination, Guidance for State and Local Government Agencies, various education programs have statutory or regulatory limitations on the costs of administration, which can encompass both personnel and non-personnel costs and both direct and indirect costs. Therefore, the statutory or regulatory limitation applies to the combined charges for indirect costs and direct program administration costs. 

Approved rate. Same as indirect cost rate.

Base costs. Pool of direct costs from the general, charter schools, adult education, cafeteria, child development, and foundation funds, minus any excluded costs such as subagreements for services, major equipment purchases, facility construction, debt service, and transfers to other agencies.

Carry-forward adjustment. An adjustment used in calculating the indirect cost rate where the difference between the estimated indirect costs and the actual indirect costs is "carried forward." The adjustment takes into account (1) the LEA's approved indirect cost rate for the year; (2) the original carry-forward amount used to calculate that rate; and (3) that year's estimated indirect costs (i.e., base costs times the approved rate). 

Consistent cost treatment. Costs incurred for the same purpose in like circumstances should be treated as only direct or only indirect. A cost may not be charged to a program as a direct cost if other costs incurred for the same purpose are allocated to programs as an indirect cost. 

For example, if an employee provides services which would normally be performed by the business office, the cost should be charged as an indirect cost activity (Function 7200) even if the employee spends 100 percent of his or her time working on a particular program. This consistent cost treatment prevents that program from being charged for business office services as a direct cost and then again when indirect costs are charged to the program. However, if an employee provides supplemental services above the level provided by the business office or if he or she provides services normally required of program managers, the cost would be considered a project-related administration cost (Function 2150) rather than an indirect cost.

Direct costs. Costs that provide measurable, direct benefits to particular programs including costs for instructional programs, and support costs that relate to the peripheral services necessary to maintain the instructional programs. Examples of direct costs include salaries and benefits of teachers and instructional aides, payments for textbooks, instructional supply purchases, and pupil service costs (e.g., counseling, health services, pupil transportation).

Estimated indirect costs. The amount of indirect costs arrived at by multiplying the base costs by the approved rate for that year.

Excluded costs. Cost excluded from the indirect cost rate calculation because the activities are distorting in nature or require relatively minimal general administrative support compared to the amount of dollars spent. For example, subagreements for services, capital outlay (sites, improvement of sites, buildings, improvement of buildings, new or major expansions of school libraries, capitalized equipment) and other outgo (tuition, transfers to other agencies, debt service, financing uses).

Fixed-with-carry-forward. For California LEAs, the restricted indirect cost rate is computed and "fixed" for a specific period on the basis of an estimate of that period's level of operations. Once the actual costs of that period are known, the difference between the estimated and actual indirect costs is "carried forward" as an adjustment to the new calculation.

Form ICR. A work sheet within CDE's year-end financial data collection software that calculates the LEA's percentage of indirect costs and its fixed-with-carry-forward indirect cost rate.

Function code. The field in the standardized account code structure that identifies a cost's general operational area and distinguishes whether it is an indirect or base cost.

Indirect cost percentage. A percentage arrived at by dividing the current period's indirect costs by the base costs.

Indirect cost pool. The indirect costs of the agency together with the portion of plant maintenance and operations and facilities rents and leases spent in support of indirect cost activities (i.e., general administration offices).

Indirect cost rate (ICR). An allocation technique used to distribute indirect costs to federal, state, and local programs. The indirect cost rate is the ratio (expressed as a percentage) of the adjusted indirect costs to the direct base costs. For California LEAs, the indirect cost rate represents a fixed-with-carry-forward restricted indirect cost rate used to recover indirect costs from federal and state programs. 

Indirect costs. Agencywide general management costs not readily identifiable with a particular program but necessary for the overall operation of the agency (e.g., costs of accounting, budgeting, payroll preparation, personnel management, purchasing, warehousing, centralized data processing). 

OMB Circular A-87. The Office of Management and Budget (OMB) Circular A‑87, titled Cost Principles for State, Local and Indian Tribal Governments. OMB Circular A-87 includes the general cost principles that govern California's indirect cost plan and process. Note: OMB Circular A‑87 was relocated August 31, 2005, to Title 2 in the Code of Federal Regulations (2 CFR), Subtitle A, Chapter II, part 225. 
Restricted rate. Same as indirect cost rate.
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