Recovering Facilities Costs on Non-Federal Awards

Background
Many non-federal sponsors do not fully reimburse the University for its Facilities and Administrative (F&A) costs (commonly referred to as indirect costs) on sponsored awards.  This means that costs related to the administration of the grant, and the provision and maintenance of the facilities where the project is conducted, have often not been covered, resulting in a financial burden on the University.  These guidelines are intended to mitigate that burden to the extent possible.
Applicability

These guidelines should be applied whenever:

· A budget is prepared for a sponsored project funded directly by non-federal sponsors, or for a subaward where the prime sponsor is a non-federal organization;

· The project to be conducted would occupy space in an on-campus lab or office;

· The sponsor limits recovery of F&A costs to an amount or rate that is less than the applicable federally-negotiated rate; and

· The addition of a facilities charge will negatively impact neither the likelihood of funding nor the ability of the principal investigator to accomplish the project goals.

Facilities Rates
Office and laboratory space directly associated with the project should be charged based on a gross square footage estimated to be needed for the work.  The average annual facilities costs per square foot at Loyola are:
Quinlan Life Sciences Building

$
38.56
All other Lake Shore campus locations

24.06

Water Tower campus locations


27.50

The facilities charge should be excluded from the direct cost base for purposes of calculating allowable F&A costs.

For purposes of calculating cost share, unrecovered F&A should be used (where allowed) less the amount of budgeted facilities charges.

Examples

Example 1: A two-year research project where non-facility direct costs are anticipated to be $50,000 per year.  Project to be conducted in Quinlan using 200 square feet of space.  The sponsor only allows 5% as an F&A rate.  The applicable F&A rate (FY 2010) is 41.5%, which would result in an F&A cost, assuming no exclusions from the direct cost base, of $41,500 on a total direct cost budget of $100,000.  The allowable F&A amount at 5% is $5,000, for a difference of $36,500.  The 200 square feet at $38.56 per foot per year amounts to $15,424 over two years, which is well within the difference of $36,500.  This amount should be budgeted as a direct cost, so long as if will not hurt the chances of funding nor limit the investigator’s ability to do the work.  Cost share (where allowed) for the unrecovered F&A would be $36,500 less $15,424, or $21,076.
Example 2: Same as Example 1, except the sponsor will not award more than $110,000.  In this case, only $5,000 should be budgeted as a direct facilities charge, to bring the total budget to $110,000.  Direct cost items needed to do the work should not be reduced in order to make room for the facilities charge.  Cost share (where allowed) for the unrecovered F&A would be $36,500 less $5,000, or $31,500.
Example 3: A one-year public service project where non-facility direct costs are anticipated to be $25,000.  Project to be conducted at WTC using 300 square feet of space.  The sponsor does not allow F&A.  In this case the applicable F&A rate is 26% or $6,500.  The facilities cost is $8,250.  Thus only $6,500 should be budgeted for facilities and there is no cost share amount.
Accounting for Facilities Charges
Account code 6436 should be used to budget facilities costs on sponsored projects that are to be charged as a direct cost.
Allocation of Recovered Costs
When the University receives reimbursement for facilities costs pursuant to these guidelines, 50% of such receipts will be transferred on an annual basis shortly after the end of each fiscal year to the Research Incentive Fund under the direction of the Associate Provost for Research.  The Associate Provost for Research will then use these funds to support the broadening of participation in research by undergraduate students.  The remaining 50% will be made available by Sponsored Program Accounting to the principal investigators whose grants generated these receipts.
Note: These guidelines are consistent with the University DS-2 statement.  See http://www.luc.edu/spa/pdfs/CASB%20DS%20-%202.pdf, section 2.1.0.[image: image1.png]
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