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ADDITIONAL REFERENCES
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DEFINITION

Facilities & Administrative Costs (F&AC) also known as indirect costs or overhead costs, are those costs incurred for common objectives of the University and therefore cannot be readily identified with a particular sponsored award.  F&AC is usually applied as a percentage/rate against the direct costs of an award budget. 

PURPOSE AND BACKGROUND
The purpose of this policy is to provide guidelines that will apply in collecting, allocating and reporting F&AC recoveries from sponsored projects.  

The University’s F&AC rate structure is federally negotiated with the U.S. Department of Health and Human Services (DHHS).  The current approved rate structure can be found at http://www.research2.ecu.edu/osp/benefits.htm
University policy requires that an appropriate F&AC amount is included in all budgets submitted to external sponsors for research, instruction and training or other sponsored activities/agreements.  Unless specifically prohibited or limited by the individual sponsor, the negotiated rates will normally be used for all proposals to all sponsors.
F&AC recoveries will be used to promote research and other sponsored projects activities at ECU. 

Allocations and use of F&A funds will follow University and College/School/Unit level contributions to the overall F&A rate, insofar as possible to determine.

BASIC DISTRIBUTION OF F&A RECOVERIES
F&AC recoveries will normally be distributed in accordance with the unit hierarchy for the department administering an award.  Unless other guidelines (as outlined in this policy) apply to a specific sponsored project, the F&AC recoveries will normally be distributed as follows.
10% of all recoveries will be returned to the originating School/College Dean to be used at the Dean’s discretion for promoting new research and sponsored projects activity or supporting current activities, e.g., purchasing shared equipment, travel to meetings and sponsors, matching funds for new proposals, start-up packages, funding administrative support, etc.  When the administrative home for an award reports to a Division, rather than a School/College Dean (e.g., a center or institute) the Dean’s recovery will remit to the appropriate Division.
10% of all recoveries will be returned to the originating Department/Unit to be used at the discretion of the departmental Chair for promoting new research and sponsored projects activity or supporting current activities, e.g., purchasing shared equipment, travel to meetings and sponsors, matching funds for new proposals, start-up packages, funding administrative support, etc.

10% of all recoveries will be returned to the originating PI/PD’s (Principal Investigator or Project Director) department for the specific benefit of the PI/PD.  The funds should be used to promote the PI/PD’s scholarly, instructional, research or public service activities, e.g., travel to professional meetings for self or students, equipment purchases, student support, funding administrative support, bridge funding, etc.
70% of all recoveries will be used by the Division of Administration and Finance to cover F&A costs which are not covered by State appropriations.  Any funds not needed for this purpose will be distributed to the Division of Research and Graduate Studies and the Divisions generating the funds.  These funds will then be used to support institutional research and other sponsored projects initiatives. 
CENTERS AND INSTITUTES
When the administrative home for an award is within an independent center or institute but the PI/PD’s faculty appointment is in another academic unit, the department/unit share of the F&AC recoveries (10%) will be split 50:50 between the center/institute and the PI/PD’s academic department.
Example:  A Biology faculty is PI on an award through the Institute for Coastal Science and Policy (ICSP) – 5% of the recoveries will go to the Biology Chair and 5% of the recoveries will go to the ICSP Director.
The PI/PD’s share of the F&AC recovery (10%) will be maintained by the administrative home for the award, for the specific benefit of the PI/PD.  In the above example, the PI/PD’s share of the F&AC recovery would be maintained through ICSP.

JOINT APPOINTMENTS
When a PI/PD has a joint faculty appointment in more than one academic department/unit (not a center or institute) the appropriate administrative home for the project will be determined prior to submission of the proposal to the sponsor.  All F&AC recoveries will normally be distributed in accordance with the hierarchy of the award’s administering unit.
Example:  If a PI has a joint appointment in Mathematics (Arts & Sciences) and Curriculum and Instruction (Education) and the award is administered by Mathematics, the recoveries would be distributed to A&S and Mathematics.
COLLABORATIVE PROJECTS (INTERNAL)
The continuing and developing complexity of research has resulted in the growth of multidisciplinary collaborative research projects.  These collaborations cross the traditional department, school and division lines.  While collaborative projects continue to be a very productive and necessary method for the faculty to accomplish their scientific aims and objectives, it has been difficult for the University to appropriately acknowledge and reward faculty and departments for these efforts.  The following guidelines provide procedures that will enhance ECU’s ability to provide both statistical and financial credit for collaborative programs.
All projects that should be considered multidisciplinary/collaborative should be identified by the PI/PD at the time of submission of the proposal.  Not all multidisciplinary projects will result in the shared distribution of F&A.  The level of participation and the effect on cross departmental resources should be carefully reviewed in determining the need to reapportion F&A recoveries.

The OSP (Office of Sponsored Programs) Multidisciplinary F&A Apportionment Form should be submitted with the proposal whenever senior or key personnel on the project cross departmental or unit affiliations and it has been determined that F&A recoveries should be shared.  F&A recoveries will be distributed to the appropriate Deans/Chairs/PIs, in accordance with this agreement.
Example:  If the PI is in Exercise and Sports Science (Health & Human Performance) and the Co-PI is in Physical Therapy (Allied Health Sciences) and it is determined that the PI share is 70% and the Co-PI share is 30%, F&A recoveries will be distributed as –

7% each to the HHP Dean, Chair and PI and 3% each to the AHS Dean, Chair and Co-PI.
Reapportionment of F&A recoveries through this form will normally only occur when it has been determined that there are insufficient anticipated direct costs or administrative necessity to establish a separate budget fund (Banner FOAP) for the Co-PI.  When a separate budget fund is established for the Co-PI, F&A recovery will follow from the direct cost apportionment, not through F&A redistribution.  

Example:  For an award with $150,000 direct cost and $65,250 F&AC (43.5%) and the budget is split $100,000 direct cost for the PI and $50,000 direct cost for the Co-PI, the F&A recoveries will be distributed $43,500 for the PI hierarchy and $21,750 for the Co-PI hierarchy.

A separate Co-PI budget fund will not normally be established if the anticipated direct costs are only for the Co-PI’s salary/fringe or if the Co-PI’s total anticipated direct costs are less than $20,000/year.
All internal F&A distributions must be in whole percentages and may not be less than 1%.  (Examples: can’t be 1.5% or .75%)

While recoveries should not be the only consideration, when agreeing upon redistributions PIs/Departments should also carefully review anticipated actual calculations for significance of contributions and proceed amounts and the relative appropriateness of sharing the recoveries.  Example:  If an award has $10,000 estimated maximum F&A and the PI maximum share is $1,000 is it reasonable/appropriate/necessary to share 1% ($100 each) with 9 other collaborators?  
F&A PROPOSAL GUIDELINES AND OTHER REQUIREMENTS
The Office of State Budget and Management requires that the University cover its costs of operations by claiming allowable F&AC on proposal budgets for sponsored awards.  Unless a waiver has been obtained, F&A costs must be included in all proposal budgets for sponsored projects and the following procedures will be followed.
It is the responsibility of the Colleges/Schools/Departments/Units/PIs to ensure that appropriate F&A costs are included in all proposals for externally funded programs.  Failure to do so will affect allocations that would otherwise be made to that College/School/Department/Unit/PI.

A full or partial waiver of F&AC can only be made when either of the two following situations exists:

The sponsor will not reimburse F&A costs of any amount or restricts reimbursement to a rate less than the applicable University rate or

Extraordinary, mitigating circumstances exist which, if F&A costs are included in a budget, may jeopardize the State’s best interests.

Only the Vice Chancellor for Research & Graduate Studies can authorize a waiver of F&A costs.  A Cost-Sharing Commitment form must be completed and routed to OSP with the proposal packet if a waiver of F&A is to be requested.  The F&A waiver must be approved prior to submission to the sponsor of any budget with less than the appropriate full F&A rate.  The University may withdraw a proposal or require a revised budget if the waiver is not pre-approved.
For all federal and federal pass-through awards F&A is calculated on a modified total direct cost (MTDC) basis.    Unless otherwise required by the specific sponsor, all non-federal awards have F&A calculated on a total direct cost basis (TDC).  For definitions and additional information on MTDC, TDC and other requirements go to http://www.research2.ecu.edu/osp/benefits.htm
When awarded, F&AC will be budgeted and charged to each sponsored project in accordance with the approved budget and sponsor requirements.

Rebudgeting funds to/from excluded categories (such as equipment or tuition) may affect F&A calculations.  The award will be charged for F&A based on actual direct cost expenditures and sponsor guidelines.  Actual F&A charged may vary from the amount originally proposed/budgeted.  F&A cost calculations will not be waived to fund direct cost overruns.  At the end of the award, the Office of Grants and Contracts will monitor and adjust F&A calculations to assure that the University has recovered the maximum allowable F&A cost.

REPORTING
The Office of Sponsored Programs provides reports on direct and F&A costs for proposal requests and award budgets.  This information is based on the award as a whole activity and may not reflect all internal cost splits between units.
The Office of Grants and Contracts and the general accounting ledger statements provide reports on actual direct and F&A costs charged/earned on an award.  This information is based on the award as a whole activity and may not reflect all internal cost splits between units.

The Division of Research and Graduate Studies provides the Deans with various data related to sponsored projects activities and returns on research investments.  In this data, amounts reported may be statistically reapportioned to reflect credit across departmental units for collaborative projects.
