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I. Purpose:

This policy outlines the administration of F & A costs (formerly called indirect costs) at the University of Rhode Island.

II. Applicability:

This policy applies to all federal and non-federal sponsored agreements (grants, contracts, and other agreements).

III. Definition:

OMB Circular A-21 defines F & A costs as those that are incurred for common or joint objectives and therefore cannot be identified readily and specifically with a sponsored project, an instructional activity, or any other institutional activity. Such costs include:

a. General Administration

b. College and Departmental Administration

c. Sponsored projects administration

d. Building use allowance

e. Equipment use allowance or depreciation

f. Maintenance and operation of physical plant

g. Library

h. Student services

IV. Authority:

It is the University’s policy to recover F & A costs (indirect costs) from each sponsored award, unless the Vice-Provost for Research has approved an exception. Principal Investigators are not authorized to negotiate indirect cost matters with sponsors.

V. Establishing F & A Rates:

The Office of the Vice President for Business and Finance has the authority to negotiate F&A rates on behalf of the University. These rates are developed using actual university cost records through a detailed cost accounting procedure. 

Based on the above information, an indirect cost rate proposal is prepared by the Office of Grant and Contract Accounting under the direction of the Controller and Vice President for Business and Finance. Subsequently, the proposal is submitted to the Department of Health and Human Services (DHHS), the University’s cognizant federal agency.

Through negotiations with DHHS, indirect cost rates are established for the following types of sponsored projects:

a. Organized Research

b. Sponsored Training

c. Other sponsored activities

d. Agriculture Experiment Station

e. Ship and Marine Technicians

VI. Application of F&A Rates:

The Modified Total Direct Cost (MTDC) base includes the following types of expenses:
· Salaries and Wages
· Fringe Benefits
· Material and Supplies
· Travel
· Subcontracts up to the first $25,000 of each subcontract.
MTDC does not include equipment, tuition and that portion of a subcontract over $25,000.
F&A rates are calculated by multiplying the total of certain direct costs (MTDC) by the current appropriate indirect cost rate.
VII. Approval of Lower Indirect Cost Rate:
The University may approve a lower or waiver of the approved indirect cost rate under one of the following conditions:
1. Non-profit agencies/foundations, which have established policies on payment of indirect costs.
2. The federal legislation establishing the program and/or the appropriation act precludes or limits indirect cost.
3. Compensation for the indirect cost waiver is provided through an administrative allowance as a matter of agency’s policy. The allowance will be prorated at the same rate as the indirect cost distribution.
4. The Vice-Provost for Research, along with consultation with the appropriate Dean, may waive any portion of indirect cost if it is determined to be in the best interest of the university.
5. If a project appears to qualify for an indirect cost waiver, the principal investigator may submit a request to the Vice-Provost for Research. The request must explain why a rate different from that typically applied to similar projects is being requested.
VIII. Responsibilities
A. The Vice-Provost for Research is responsible for:
2. Distributing information regarding new or changes in indirect cost rates.
3. Review and approval of all requests for a reduction or waiver of indirect cost rates.
4. Review of individual proposals and awards to determine the appropriate indirect cost rate.
5. Negotiating with sponsors on matters of indirect cost rates.
A. The Principal Investigators are responsible for:
Using established indirect cost rate to budget anticipated indirect cost charges.
B. The Grant and Contract Accounting Office is responsible for:
1. Recording indirect costs in the General Ledger at the appropriate rates.
2. Reviewing individual awards when indirect cost rates change to identify those awards that should be changed
3. Preparation of F&A rate proposal.
C. The Office of the Vice President for Business and Finance is responsible for:
1. University indirect cost rate policy.
2. Negotiating rate with cognizant federal agency.
IX. Distribution of Indirect Cost:
The amount of indirect cost recovered each year on grants and contracts is generally distributed according to the Board of Governors’ policy.
