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INDIRECT COST RATE
1. Purpose of Policy

The purpose of this policy is to establish a cap on the indirect cost rate charged by community
based organizations contracting with the following DPH Sections: Ambulatory Care-Behavioral
Health Services (includes CYF and AOA), Ambulatory Care/Primary Care (includes HIV Health
Services), Community Health Equity and Promotion (includes HIV Prevention Services and
Health Education), Transitions Services, and Ambulatory Care- Maternal, Child, and Adolescent
Health.

2. Policy

The indirect cost charged by agencies contracting with the Sections noted above cannot exceed
the agency’s actual indirect costs or 15 percent of the direct costs of the contract, whichever is
lower.

If the grant provision or other funding requirements have an indirect cost rate lower than 15%,
then this lower rate will be used as the established cap.

3. Definitions

What is an indirect cost?

Indirect costs are those which are not easily identifiable with one specific program, but which
are necessary to the operation of the program. Indirect costs cannot be easily attributed to one
activity or funding source and these costs may benefit more than one activity and/or represent
one or more funding sources. These costs are shared among programs and, in some cases,
among functions (e.g., fiscal audits). The Executive Director’s salary is a common example of an
expense which benefits all programs and functions. For further explanation, see the following
documents for reference.

e Controller’s Office: Cost Allocation Guidelines from Non-Profit Doing Business with the City
http://www.sfcontroller.org/Modules/ShowDocument.aspx?documentid=610

e OMB Circular A-122: Cost Principles for Nonprofit Organizations_
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/circulars/A122/3122 2004.

pdf

The mission of the San Francisco Department of Public Health is to protect and promote the health of all San Franciscans.
We shall ~ Assess and research the health of the community ~ Develop and enforce health policy ~ Prevent disease and injury ~

~ Educate the public and train health care providers ~ Provide quality, comprehensive, culturally-proficient health services ~ Ensure equal access to all ~
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