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Learning Tuesdays: Program Transcript
Finance and Procurement: Officer Accountability, Unrestricted Fund Policy, Facilities and Administrative (F&A) Cost Proposal Development 

Learning Objectives:

· How F&A rates are calculated

· The various F&A rates and their application

· How the fringe rates are developed and calculated

· The requirements and principles for administering service centers

Laurel McAdoo:
 Good morning and welcome to Learning Tuesdays. My name is Laurel McAdoo and I am an HR Associate for the Research Foundation at Central Office.  Welcome to todays Learning Tuesday where we will enjoy a panel discussion on F&A, Fringe Rates and Service Centers.  Panelists will address as many of your questions as they can during the next hour and a half or so, and as always, I encourage you to submit questions to be addressed live. You may either call or email the studio. Email the studio at studio A at hvcc.edu or you may call 888-313-4822.  This information will appear on the screen periodically throughout the session. Also, a link to the very brief exit survey is already posted on the livestream page, so after the program concludes please take two minutes and complete it. Your feedback helps us improve these programs, so please share your reactions with us. Today’s program, and all Learning Tuesdays programs, are archived and available on the RF web site soon after the live event, which means you have access to these training resources on-demand, anytime you need them. Be sure to tell your colleagues that were unable to join us today, that they can access this program as soon as noon today just by visiting the web page you are on right now.

I will now turn todays program over to Chris Wade, Senior Director of Procurement at Central Office and he will introduce the panel and provide an overview of todays discussion.  
Chris Wade:
Good morning.  Welcome to this Learning Tuesday session and thank you for joining us.  I’m Chris Wade, Senior Director for Cost Accounting and Procurement at the Research Foundation.   I’d like to first introduce our other presenters for this morning.  To my left is Dave Martin, Campus Services Manager in the Finance Office at the RF Central Office and Regina Buschmann, Grants & Contracts Coordinator also at the RF Central Office.  Thank you for participating in today’s program.


Today’s program will address three areas; Facilities and Administrative (F&A) rates, Fringe Benefit Rates and Service Centers.  The learning objectives are on the screen.

Slide 3. Starting off with F&A rates, every campus has a negotiation agreement that is posted in the rates section of our portal.  

Slide 4.  Long form rates are developed for all schools that have over $10 million in direct expenditures covered by A21 and the base for the rates must be modified total direct cost.  
Slide 5.  Simplified, also known as short form rates, are calculated for schools that use less than $10 million in direct costs covered by A21.  The base for short form rates can be either salary and wage, S&W, or modified total direct cost.  Either are acceptable.

Slide 6.  Rates are generally developed every four years and the rates are predetermined as defined by A21, which means the rates are set and there’s no adjustment or carry forward  based on any over or under recovery.  
Slide 7. The costs included in each campus’ F&A proposal are SUNY and RF cost at the campus and Central Office and system admin as well as New York State and construction fund costs.  An F&A cost primer document has been developed and is posted in the procedures section on the RF website that explains the basics on F&A.
Slide 8.  I am now going to turn it over to Dave to talk about the costs included in each campuses F&A proposal as well as the central costs allocated to campuses.
Dave Martin:
Thanks Chris.   This next slide shows the different costs that are compiled in the development of the campus F&A cost proposals.  Some of these costs occur at the campuses such as building and equipment depreciation, building interest, and the campus expenditures occurring on SUNY and RF campus accounts.  Other costs occur centrally at either SUNY System Administration or at RF Central Office.  Unlike the campus F&A cost proposals which are typically developed once every four years, the F&A cost proposals for SUNY System administration and RF Central Office need to be completed every year.
Slide 9.  I want to take a minute to talk about the SUNY System Administration and the RF Central Office F&A Cost proposals.  In the SUNY System Administration F&A cost proposal, several costs are pulled together, scrubbed for any unallowable costs or unrelated activities and then allocated back to the campuses.  These costs include the University Wide administration costs, the SUNY System administration building and equipment depreciation costs, the SUNY Construction Fund operating and minor rehab costs, the campus building and rehab costs which were not capitalized, and the New York State central services costs which allocates state wide administration costs to all the state agencies including SUNY.
Slide 10.  The RF Central Office F&A cost proposal is also developed each year and includes all of the administration costs from central office which are compiled and then allocated back to the campuses.  These costs include salary and fringe benefit costs for central office staff and any other than personal services costs.  It also includes building and equipment depreciation and interest costs as well as costs for system wide initiatives such as COEUS and the recent Oracle R12 upgrade.     

Chris Wade:
Slide 11.  I want to talk a little bit about the on/off campus rates at the campuses.  The definition of off campus as defined in the negotiation agreements is for all activities performed in facilities not owned or leased by the institution or to which rent is directly allocated to the projects, the off campus rate will apply.  

Slide 12.  Each campus chooses how the off campus portion will be determined when a project is performed both on and off campus.  The choice is generally outlined in the Special Remarks Section 2 or 3 in each campus’ negotiation agreement.
Slide 13.  There are essentially two options for the campus in assigning costs when a portion of the award is performed off campus.  Choice A is known as the 50 percent rule, which means that grants or contracts are subject to only one F&A rate.  If more than 50 percent of the project is performed off campus, the off campus rate will apply.  Choice B is the apportionment method and that method, actual costs will be apportioned between on and off campus components and each portion will bear the appropriate rate.

Slide 14.  We want to go over the different federally approved long form F&A rates.  Campuses that do use the long form that have over $10 million in federal direct cost, there’s an organized research rate.  There’s an organized research rate for DOD contracts.  There’s an instruction rate or sometimes called training.  There’s another sponsored agreements rate.  Generally this includes public service and clinical trial awards.  There’s an Intergovernmental Personnel Act, or IPA rates, and then there’s nonfederal rates.  Nonfederal rates are not negotiated with the federal government and these are actually developed if the campus requests them and wants a nonfederal rate, but right now many campuses actually do not have nonfederal rates.

Slide 15.  We would like to talk  for a minute about the rate components for F&A rates.  The components are broken into facilities and administrative components.  Facilities includes depreciation of buildings and equipment, operations and maintenance costs like utilities, library costs and interest on debt.  On the administrative side, components include general administrative costs, departmental administrative costs and sponsored project costs.  It is important to remember for that for long form schools, the administrative components are capped at 26% by A-21.

Slide 16.  We are going to talk for a little while about campus responsibilities for completing the F&A proposal.  First, unallowable costs as defined by OMB circular A-21 need to be identified and removed from the overhead pools.  This is often referred to as a scrub.
It is also important that costs charged directly via a service center or recharge rate be reviewed and any overhead charges be identified so they can also be removed from the overhead pools.  

Proper coding of the award/task on/off code is also important.

It is also very important that all equipment (RF and SUNY), be timely and accurately recorded in the property system (RAMI)

Slide 17.  For long-form schools, the space survey is the most critical part of the F&A process.  It is very important that space be thoroughly and accurately classified as the facilities costs are allocated based on the space statistics.
When Modified Total Direct Costs (MTDC) is the base it is critical that subaward expenditures are properly classified and only the first $25k of each subaward is included in the F&A base.

Ensure cost sharing is properly recorded.  Currently, this only affects long-form schools .  The reason cost sharing does not affect the short-form schools is because the short-form schools only have one rate and the costs are already in the denominator of the rate.
Ensure proper NACUBO classification on RF accounts.  This is important in order to classify the costs in the correct bucket of the F&A proposal.
The campus is also responsible for certifying the proposal.  This is generally done by the Operations Manager and the campus CFO.
Slide 18.  We just covered campus responsibilities so we want to briefly discuss Central Office Finance responsibilities for F&A rates.  Those include 

Obtaining  data from various sources, providing  assistance and guidance, compiling  the F&A rates, reviewing  the rates with the campus including possible issues and risks, submit the proposal to DHHS and negotiate the rates with DHHS.
Slide 19.  In December, Office of Management and Budget (OMB) published changes to the OMB Circulars.  The changes will be effective December 26, 2014.  Federal agencies (like NSF and NIH) have until June 26, 2014 to issue agency specific guidance on how they will implement the new regulations.

Slide 20.  We’d like to go over a couple of the changes in the Uniform Guidance related to F&A.  First,  the utility cost adjustment will now be available for all schools which will allow SUNY and the RF to recover some additional costs related to research costs.  Next, third party cost sharing now specifically needs to be included in the F&A base when it currently does not.  And lastly, the CAS disclosure statement (also known as a DS-2) is only required for schools with over $50 million in federal awards.  We currently have 7 schools with DS-2s and going forward in the near future anyway will be 2.  Stony Brook and University at Buffalo.
I am now going to turn it over to Regina to talk about F&A application.

Regina Buschmann:
Slide 21.   F&A only updates during the overnight process. The full F&A budget amount encumbers as soon as an award is set up as either At Risk or Active.  At central office we set up an award with On Hold status until it has been reviewed because there are fields that cannot be changed once there’s an encumbrance or expenditure on the award. Oracle will not charge F&A greater than the amount budgeted. Additional F&A can be charged using the batch process and the override F&A expenditure type. F&A can be adjusted up or down using that process. For Cost Share awards, F&A shows as part of Other than Personal Services. F&A does not have a separate line as it does on sponsored awards. 
Slide 22.  For awards where PI’s from other campuses are collaborating, each campus uses their own rate. In Oracle, this is done by using the F&A override at the task level. For a non-federal sponsor, the sponsor may dictate what rate is to be used and if they do not, the campuses should collaborate at the pre-award stage to decide what rate and schedule will be used. 
Slide 23.  Burden schedules establish which expenditures will have F&A applied to them. We currently have 33 different schedules in Oracle. Which one is used depends on the sponsor and on the negotiated rate of the campus. To view the different burden schedules, go to the RF Administrator page, click on Business Applications, then on List of Value Definitions. Once you see the list, clicking on the blue schedule name will bring up the list of expenditures and show which expenditures are excluded. 

Slide 24 Long form schools use MTDC (Modified Total Direct Costs) schedules for Federal awards while short form schools may use either S&W (Salaries and Wages) or MTDC depending on their negotiated rate.

For non-Federal awards, the schedule and rate depend on the sponsor. 

Slide 25 This slide shows of what expenditures must be excluded per A-21. Remember the first $25,000 for each subaward applies to the first year of an ongoing award and not the first $25,000 each year of an award. When the award is renewed, the first $25,000 may be applied again.
Chris Wade 
Slide 26.  Fringe benefit rates are the same for all SUNY campuses (30 operating locations).  Annual costs of the benefit programs administered through the RF is  approximately $150 million.  There are five different rates (Regular, Summer, Graduate, Undergraduate, SUNY).  SUNY employees who remain on SUNY’s payroll while performing services for RF administered sponsored programs.  
Slide 27.  The SUNY rate is issued by the NYS Office of the State Comptroller.  The SUNY rate is applied to IFR appointments and cost sharing.  Annually the RF fringe benefit proposal is due for submission to the US Department of Health and Human Services (DHHS) by December 31.

Slide 28.  The RF rates are negotiated with DHHS, the RF cognizant agency.  The rates are negotiated for the following fiscal year and the subsequent year .  Once approved, the rate for the following fiscal year will be a fixed rate, with the subsequent year being a provisional rate.
Slide 29.  The RF fringe rates are documented in a rate agreement with DHHS the same as the F&A rates are documented.  The rates become effective on July 1, in conjunction with the beginning of the fiscal year.  And the fringe benefit rates are applied to awards that fund salaries and wages.

Slide 30.  The rates are posted on the screen.  Regular rate  is 41 this year and 42.5 next year.  The summer rate is currently 17% and will go to 15% next year.  Graduate rate is 15% and will be 14% in fiscal 2015.  The undergraduate rate will remain the same at 5% and the SUNY rate is currently 58.75 and will be 53.48 next year.  

Slide 31.  The majority  of employees reside in the Regular employee fringe benefit pool.  The Regular pool consists of the following components Retirement (Pension), Retirement (Health), Group Health Insurance (includes vision benefits); Social Security; Vacation and Sick Leave and other Insurances (Worker’s Comp, NYS Disability) 

Slide 32.  This slide displays the rate components for the regular pool.  The majority of the costs are retirement, retiree health, Group Health and Social Security.
Slide 33.  Components of the summer pool include retirement, social security and other insurances.  For the graduate pool the components include Group Health Insurance (including vision benefits), Social Security and  Other Insurances

Slide 34.  Components of the Undergraduate pool include Social Security and other insurances.
Slide 35.  We want to just talk for a minute about some of the challenges related to administering the fringe rates.  Rising costs related to health care continues to be a challenge for both employees and retirees.  Some additional costs are incurred due to the Affordable Care Act .  Maintaining a stable fringe rate with our PPO – Empire Blue Cross program which is partially self insured can be challenging.  We are committed to providing benefits that are comparable with those provided by SUNY/NYS and our peers.
We are now going to take a five minute break.  Please email any questions to studio@hvcc.edu    When we return we will answer any questions received so far and then finish up with Service Centers.

Slide – 36 BREAK Slide


Chris – welcome back.  We received a couple questions… Slide 38

And now Dave Martin is going to go over service centers.
Dave Martin:
Slide 38.  We’re now going to go over the RF requirements and principles for administering service centers.  As a recipient of federal funding, the RF must comply with all federal requirements.  Non-compliance could result in government imposed fines or disallowed costs and could reflect negatively on future grant proposals.  Academic service centers are reviewed and tested annually as part of the A-133 audit and have received more scrutiny in recent years.    

Slide 39.  So what are service centers?  Service Centers are defined as operating departments within the institution that provide a service or group of services or product or group of products to users – principally within the institution for a fee.  There are two types of service centers: “Specialized Service Facilities” as defined in section J.47 of A-21 and all “other service centers”.
Slide 40.  Some common examples of service centers that are at the campuses include animal care services, lab testing, core facilities, electron microscope facilities, machine shops, computational services, and central IT support service.

Slide 41.  Campus service centers can be established on the SUNY side using SUNY accounts, on the RF side , using RF accounts, or a combination of both.  However, as a best practice and where practical, it is recommended that service centers be established entirely on the RF side or SUNY side.  This makes it much easier for to determine the true operating balance of the service center.
Slide 42  RF awards for service centers should be established using the award purpose classification of “service and facility”.  These accounts should breakeven over time and the rates must be reviewed every two years and adjusted if necessary to account for any surpluses or deficits.  Surpluses should not be transferred out of the service center accounts to subsidize other campus operations.    

Slide 43.  Any service center that has external users is required to establish a corresponding Third Party Recharge award in order to account for external revenue that is being received.  Any revenue received from external users must be applied to a third party recharge award and should not be applied to the service center award.  Expenses related to the service center may be spent directly from the Third Party Recharge award or the expenses may be transferred from the service center via an AP zero clearing invoice to the Third Party Recharge award.  It should also be noted that external users may be charged higher rates than internal users but all funds should be used to support the service center.

Slide 44.  Campuses must establish written procedures for operating service centers that address processes and internal controls including, approving the establishment of new service centers and their rate schedules, the monitoring of existing service centers and ensuring that their rates are current, and ensuring that all rates are verified prior to charging any sponsored programs.
Slide 45.  Now let’s talk a little bit about specialized service facilities.  These are service centers that are highly complex or specialized facilities with $1 million or more of annual operating expenses.  To qualify as a specialized service facility they would have material charges to federal grants as defined in A-21.  Industry experts have defined charges in excess of $250,000 as being material.  The billing rates for specialized service facilities must also include both direct and indirect costs.  Some examples of specialized service facilities include linear accelerators, genetic sequencing, magnetic centers, and animal care facilities.  There is also special federal guidance for the care and use of laboratory animals which we’ll get into a little bit later.   
Slide 46.  Service center billings rates must be based on allowable costs as defined in OMB A-21 and the costs must be charged to applicable awards based on actual usage.  “Other Service Center” billing rates should only include the direct costs related to running the operation.  The billing rates for specialized service facilities should be fully loaded which means they should also include institutional facility and administrative costs that relate to the service center. 

Slide 47.  We mentioned that all service centers should include all the direct costs that support the operation.  Some examples of the direct costs that should be included in the rate development include the salaries and fringe benefit costs of staff working in the facility.  Any supplies or materials consumed in the operations of the facility should be included as well as any service contracts or purchased services related to the facility.  And the lastly although the cost of equipment is not allowed in the billing rates we can spread the cost of equipment over its useful life and include the depreciation expense in the billing rate.
Slide 48.  As mentioned earlier, specialized service facilities must also include indirect costs.  Indirect costs include facility related or space costs such as utilities, maintenance and operations costs, building depreciation, and external interest costs which are usually associated with new or rehabbed buildings.  Although not common, indirect administrative costs such as departmental administration and IT costs may also be included.  The important thing to note is that any costs included in the rates of the service centers must be excluded from the campus F&A cost rate calculations.  This is an area where we spend a significant amount of effort working with campuses when developing their F&A cost proposals to ensure there is no duplication of costs being charged the federal government.

Slide 49.  We mentioned earlier that only allowable costs should be included in the development of service center rates.  OMB A-21 provides guidance on unallowable costs that cannot be included in service center rates.  Some common campus expenses that must be excluded include any advertising or marketing costs; any bad debt or uncollected billings; any equipment costs over the RF capitalization amount; any donations, gifts and contributions; any fines or penalties paid by the campus; any internal interest costs; any civic or community membership costs, any expenses used to build up contingency or campus reserves, and any salary costs over the NIH salary cap.

Slide50.  This next slide shows the how an “Other Service Center” rate is developed compared to a “Specialized Service Center” rate.  The rate for the “other service center” is calculated on the left side of the slide includes only the directs costs related to the service center.  These total direct costs are then divided by the estimated units of service to be provided by the service center (which is typically a year) to get a rate per unit of service.  The right side of the slide shows the calculation of a “Specialized Service Facility” rate.  This rate includes similar direct costs that are included in an “Other Service Center” but also includes indirect facility related costs to “fully load” the rate.  The total of all the direct and indirect costs related to the specialized service facility are then divided by the estimated units of service to get us our rate per unit of service.
Slide 51.  I mentioned earlier that there is special guidance related to animal research facilities and that they are generally treated as specialized service facilities.  Rates for animal research facilities should be calculated according to the the NIH National Center for Research Resources Cost Analysis and Rate Setting Manual.  This is often referred to in the industry as the CARS manual.
Slide 52.  In 2013, NIH came out guidance related to NIH-funded core facilities.  It defined core facilities as centralized shared research resources that provide access to instruments, technologies, and services as well as other services to scientific and clinical researchers.  The guidance is titled “FAQ’s for Costing of NIH-Funded Core Facilities” and provides answers to common questions.   The intention of this guidance document by NIH was not to establish new policies but to clarify requirements and help ensure compliance.
Slide 53.  Some key service center issues that will be scrutinized in the event your campus is audited includes ensuring that the goods or services are directly charged to users based on usage and that there is a published rate schedule or established methodology for charging users.  The rates should not discriminate between federal and non-federal users (including internal users).  I mentioned earlier that the service centers must break even over time and that the rates should take into consideration any surplus or deficit balances from prior periods.  In the event any users are charged below cost, the revenue must be imputed when rolling forward balances.  The only exception to this is when your campus writes-off or subsidizes a loss.

Slide 54.  Now let’s talk about some of the campus responsibilities for the monitoring of service centers.  Campuses should ensure that written procedures covering service centers are established and that they are communicated and implemented out to the departments.  Campuses should maintain an up to date listing of all service centers at their campus.  Your campus procedures and listing of the all your service centers will likely be the first things requested by an external auditor should they ever visit your campus.  Campuses should ensure that billing rates are reviewed at least every two years and this review should be performed by an independent office which in most cases is the campus business office.  And as mentioned earlier the departments should consider any balances on SUNY accounts related to the service center to determine a true deficit or surplus balance so the rate can be adjusted if necessary.

Slide 55.  Central Office also plays a role in the monitoring of campus service centers.  Each year in April, Central Office provides campuses with a listing of all their RF service center account activity, as well as some survey questions related to compliance.   Campuses are asked to review the service center listing and update with SUNY account information associated with the RF service centers to determine their consolidated balances.  Campuses are also asked to document the most recent date in which the billing rate was reviewed for each service center.  Central Office conducts conference calls with the campuses to determine compliance with RF policies and procedures and to ensure any accounts with large surplus or deficit balances are being properly addressed.  Central Office also selects and reviews the detailed billing rates for one or two of each campus’s service centers.   Central Office also provides the campuses another listing of their service center activity and balances through September 30 in October and will follow-up on any open items from the review performed earlier in the year.
Slide 56.  The retention of service center records is critical in the event of an audit.  RF requirements state that service centers must maintain records of rate calculations, billings, units of service provided, cost and revenues, surpluses and deficits including all worksheet and detailed backup for a period of 3 years from the end of the fiscal year to which the records relate.  

Slide 57.  So that wraps up this part of the presentation on the RF requirements and principles for administering service centers.  I would like to note that there is a new RF policy on service centers which will be disseminated soon which will be replacing the existing service center guidelines.   Also there is a “Service Centers” section on our public website which provides several reference documents.

Slide 58.  I believe we have a question or two related to service centers that have come in.

Q & A - Dave   
Chris Wade:
Slide 59.  So we’re going to wrap it up.  Please take two minutes to let us know what you thought of today’s program by completing the exit survey.  If you registered in advance, you will receive a link to the survey in an e-mail you will receive very shortly.  If you did not register, however, we still want to hear from you and we encourage you to use the link on the live stream web page you are on right now.  We’ll take your feedback and use it to improve future programs.   The next Learning Tuesday program is scheduled for June 3 and will be on Performance Management and Onboarding.  We encourage you to attend, so please register and mark your calendar.  Thanks again and have a great day.
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