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(A) Policy statement

(B)

Sponsoring agencies or entities are expected to reimburse the university of Toledo “UT”
for facilities and administrative costs “F&A” that cannot be clearly identified with a
specific project but are essential to the conduct and completion of the work. Examples
include administrative costs (e.g., payroll, purchasing, grants accounting, research and
sponsored programs) and facilities costs (e.g., buildings, utilities, information technology
support, laboratories). The university incurs these expenses as legitimate and expected
costs during the performance of work on sponsored agreements; and, therefore, the
institution must be equitably reimbursed for these costs.

Purpose of policy
This policy provides guidance on the use of F&A costs in sponsored research and programs

proposal and budget development, and the distribution of recovered “F&A” funds
between the central administration and college/departmental accounts.
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Definitions from U.S. Code of Federal Regulations (CFR) 200

(1)

(2)

(3)

(4)

(5)

Instruction

Instruction includes all teaching and training activities, whether they are offered
for credits toward a degree or certificate or on a non-credit basis, and whether
they are offered through regular academic departments or separate divisions,
such as a summer school division or an extension division. It includes sponsored
instruction and training as defined here:

Sponsored instruction and training

Specific instructional or training activity established by grant, contract, or
cooperative agreement. For purposes of the cost principles, this activity may be
considered a major function even though an institution's accounting treatment
may include it in the instruction function.

Organized research

All research and development activities of an institution that are separately
budgeted and accounted for. It includes sponsored research as defined here:

(a) Sponsored research means all research and development activities that
are sponsored by federal and non-federal agencies and organizations. This
term includes activities involving the training of individuals in research
techniques (commonly called research training) where such activities
utilize the same facilities as other research and development activities and
where such activities are not included in the instruction function.

Other sponsored activities

Programs and projects financed by federal and non-federal agencies and
organizations which involve the performance of work other than instruction and
organized research. Examples of such programs and projects are health service
projects and community service programs. However, when any of these activities
are undertaken by the institution without outside support, they may be classified
as other institutional activities.

Modified total direct costs “MTDC”
All direct salaries and wages, applicable fringe benefits, materials and supplies,

services, travel, and subawards and subcontracts up to the first twenty-five
thousand dollars of each subaward or subcontract (regardless of the period of
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performance of the subawards and subcontracts under the award). MTDC
excludes equipment, capital expenditures, charges for patient care, rental costs,
tuition remission, scholarships and fellowships, participant support costs and the
portion of each subaward and subcontract in excess of twenty-five thousand
dollars. Other items may be excluded only when necessary to avoid a serious
inequity in the distribution of indirect costs and with the approval of the cognizant
agency for indirect costs.

(6) Total direct costs “TDC”
All direct expenditures (MTDC but without exclusions).
(7) Participant support costs

Direct costs for items such as stipends or subsistence allowances, travel
allowances, and registration fees paid to or on behalf of participants or trainees
(but not employees) in connection with conferences or training projects.

(8) Fixed-price contract

A type of contract in which payment is defined by deliverables. The project scope
has measurable goals and objectives and adequate cost, historical, or unit pricing
datais available to establish a fixed amount award based on a reasonable estimate
of actual cost. Payments are based on meeting specific requirements of the
award. Accountability is based on performance and results. Except in the case of
termination before completion of the award, there is no sponsor review of the
actual costs incurred by UToledo in performance of the award.

Some of the ways in which the award may be paid include, but are not limited to:

(i) in several partial payments, the amount of each agreed upon in advance,
and the milestone or event triggering the payment also agreed upon in
advance, and the milestone or event triggering the payment also agreed
upon in advance;

(ii) (ii) on a unit price basis, for a defined unit or units, at a defined price or
prices, agreed to in advance of performance of the award;
(iii) in one payment at award completion.

(D) University F&A rates

The “F&A” rates are negotiated at regular intervals with UT’s cognizant federal agency,
department of health and human services. Each campus has its own set of rates, with
established rates for different activities: organized research, instruction, off-campus
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activities, and other sponsored activities. Current “F&A” rates are listed on the university
research and sponsored programs “RSP” web site:
http://www.utoledo.edu/research/rsp/. RSP will assign the appropriate rate for the
location and type of activity proposed.

University F&A rate adjustments

F&A rates are not negotiable on any grant or externally sponsored project except by the
vice president of research or their designee.

(1)

(2)

(3)

(4)

Federal projects

The university charges its federally negotiated rate unless it exceeds the published
rate of the agency for particular programs.

For some projects, funds flow from a federal agency to a non-federal prime
sponsor (e.g., state agency, corporation, non-profit entity or other university) and
then to UT. In such cases, the university’s federal rate is applied.

Foundation and non-profit organization projects

Non-profit organizations may have a board-approved published rate for F&A costs
on awards. The university will accept the sponsor’s published F&A rate for the
award.

If the published guidelines of a foundation or non-profit sponsor (e.g. Keck,
Dreyfus, Kellogg, and Joyce) require the award to be made to a 501(c)3 entity for
sponsored activity (i.e. not a charitable gift), then the UT foundation typically
accepts the award on behalf of the university.

Local government projects

As a university committed to regional engagement with partners, UT charges ten
per cent of TDC on projects sponsored by local government entities, including the
city of Toledo and Lucas county. Other regional government partners may be
eligible for F&A reductions as approved by the vice president for research.

Corporate and industry sponsored projects

All agreements, including with industry sponsors, must be negotiated by RSP.
Corporate and industry sponsored projects are charged the federally negotiated
rate. Faculty members, departments or colleges are not permitted to negotiate
with any sponsors on F&A rates. Exceptions to F&A rates may only be approved
by the vice president for research.


http://www.utoledo.edu/research/rsp/
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(F)

(G)

(H)

(5) Clinical trials

Clinical trials also are charged the federally negotiated F&A costs as other
sponsored activities. When clinical trial budgets are quoted by the sponsor as a
specified dollar amount per patient milestone or for the entire study, this dollar
amount represents total cost, which includes the university F&A. Revenue from
such clinical trials will be divided between direct cost and F&A based on the
applicable F&A rate for that study.

Distribution of F&A funds

F&A funds are allocated at the time of expenditures, based on the applicable F&A rate
basis for the project. Funds are allocated to college and departmental accounts with the
remainder to the central administration as determined by the most current university
budgeting model. The allocation of F&A funds for projects with investigators from
multiple departments and/or colleges is determined as indicated on the signed proposal
endorsement form.

Residual funds

For fixed-price contracts where the work is completed to the satisfaction of the sponsor
but funds remain, a portion of the residual funds will be deposited in a residual account
to support the investigator(s)’ ongoing research and research related to activities at UT.
Justification for transfers over twenty five percent of the initial award remaining after the
award performance period must be in writing and approved by the vice president for
research or their designee.

Prior to distribution to the residual account, the federally-negotiated F&A rate of the
original classification will be applied to the remaining funds, even if a rate below federally-
negotiated rates were originally applied to the project. Before funds are distributed to
the residual account, it must be verified that all technical and financial reports have been
accepted by the sponsor and the project has been officially closed. The allocation of
residual funds for projects with investigators from multiple departments and/or colleges
is determined by the distribution approved prior to submission on the signed proposal
endorsement form.

Third party purchases

The practice of allowing the program sponsor or any other third party to purchase items
directly for use by UT investigators with the intent of circumventing the university F&A
charges and university purchasing/receiving policies and procedures, or making direct
payments to study personnel or study subjects, is strictly prohibited. All such transactions
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(1)

must flow through the university restricted sponsored program account set up for
support of the specific sponsored program.

F&A and budget development

Budgets should always be approved by the ORSP office prior to submitting to a potential
sponsor. This is to ensure that an adequate budget, including F&A, has been projected.
Actual F&A recovery is determined by expenditures and, if necessary, monies may be
rebudgeted from direct costs to F&A. For example, if the basis for F&A is MTDC, as is the
case for all UT federal grants/contracts, equipment and patient care expenses are
excluded from F&A. If the budget for a particular grant/contract is established with all of
the funds in one of those F&A-excluded categories, no monies will be budgeted for F&A;
if any monies are rebudgeted and expended for personnel, supplies or any other F&A-
applicable category, monies must also be rebudgeted from direct cost categories to pay
the applicable F&A, In short, F&A is not capped at the budgeted amount, but will be
collected on all F&A-applicable expenditures, even if rebudgeting from direct cost is
required.
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