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EXCEPTIONS TO THE INDIRECT COST RATE 
The Presidential authority to negotiate indirect cost rates, delegated to the Vice President for Finance and Administration (VPFA), carries with it the authority to approve exceptions to those rates. The Sponsored Research Office has the responsibility to coordinate and review Division requests for indirect cost rate exceptions, and to recommend approval or disapproval to the VPFA. Approval notification to the requesting Division is done by the Sponsored Research Office. 

General Requirements for Exceptions 

Requests for exceptions to negotiated indirect cost rates may be either for an individual project or a class of awards from a particular sponsor. A class waiver eliminates the need for submission of individual requests for that type of award from that sponsor. Exception requests will be considered only if the award (or proposal) meets at least one of four criteria: 

· Sponsor Policy: An exception to negotiated indirect cost rates may be granted to a Federal or non-profit sponsor if the sponsor limits by statute, published agency regulation, or agency policy, the payment of indirect costs. This criterion does not apply to for-profit firms and only applies to a sponsor's own funds. If the money flows through from a Federal source, the applicable A-122 Indirect Cost rates apply. To be granted the exception, the principal investigator must demonstrate that the award is essential to their career development and/or the award will lead to new DRI business. 

· Rate Component Not Applicable: An exception to negotiated indirect cost rates may be approved when it can be documented that a component of the indirect cost rate is not applicable to the sponsored project or projects. 

· Quid Pro Quo: An exception may be granted when the anticipated award is a cooperative agreement and the sponsoring agency is providing quantifiable support to a DRI function that is equal to or greater than the indirect costs waived. 

· Vital Program: An exception may be granted when the anticipated award supports a vital program in the best interests of DRI, and the Division Director so specifies in each case. This exception criterion is applicable only to the individual project indirect cost rate waivers. 

Responsibility for Indirect Cost Rate Exceptions 

The authority to approve indirect cost rate exceptions (including administrative allowances or cost sharing in lieu of indirect costs) has been delegated by the President to the Vice President for Finance and Administration. 

Exception Procedures 

Procedures for submitting indirect cost exception requests by principal investigators must be in writing and approved by the Division Business Manager on the Proposal Exception form prior to the submission of the proposal. This form should be forwarded to the Sponsored Research Office for approval by the VPFA. The exception must be granted before the proposal is submitted. Requests that are disapproved may be appealed by the Division Director to the President. 

Applicant and Duration of Approved Exceptions 

An exception granted for an individual award will apply to the period of the award, providing there is no material change to the project that affects the basis on which the exception was approved. If there is a continuation or renewal beyond the original proposal, a new exception must be requested. An exception granted on a class basis will be limited to awards which are within the parameters of the class and will apply until the basis for the granting the exception changes. Long-standing exceptions will be periodically reviewed by the Sponsored Research Office to determine whether sponsor policies or practices have changes. Problems associated with multi-year exceptions should be discussed with the Sponsored Research Office on a case-by-case basis. 

