University of Houston

Cost Accounting Department

Guidelines for Specialized Service Facilities Providing Services to Multiple Classes of Users


SYNOPSIS

Billing Rate Proposals, including the Cost Studies developed to support proposed billing rates, for specialized service facilities must include only those costs and recovered costs associated with providing goods and/or services to federally sponsored activities.  All other costs and recovered costs associated with users who pay with funds from other sources (i.e., State and Local) will need to be identified and separated from the specialized service facility’s Billing Rate Proposals (and the related Cost Studies included therein).  Furthermore, only the Billing Rates to be charged to federally funded users (or non-UH affiliated, off-campus users, who automatically have to pay the UH affiliated, federally funded, user’s rate PLUS an additional 50% for IDC recovery) will be published.

BACKGROUND
The recently revised policy (MAPP 03.01.01) is intended to only apply to those activities that recover costs from federally sponsored activities.  (MAPP 03.01.01, Section II.)  Therefore, only the Billing Rates to be charged to federally funded users will be reviewed, approved, and published pursuant to MAPP 03.01.01.  By segregating and separately reporting the costs and recovered costs associated with providing goods and/or services to federally sponsored users from other users, the University of Houston will be able to demonstrate that federally funded users are not over-charged for goods and/or services provided internally by the university.

All other on-campus service providers that do not provide goods or services to federally-sponsored activities are governed by state procurement regulations and guidelines [e.g., State Comptroller Fiscal Policies and Procedures FPP I.004 (FM 95-115): Purchase Guidelines for On-Campus Service Centers and Auxiliary Enterprises] and other university policies and procedures pertaining to procurement, finance, and accounting (i.e., SAMs and MAPPs).  (MAPP 03.01.01, Section II.)

Even before the recent revisions, only the billing rates that were to be recharged to federally sponsored activities were reviewed and approved.  However, since most service centers also offer goods and/or services to other users (both on-campus and off-campus), the billing rates for these other users were included in the published billing rate schedule.

As a general rule, the published billing rates for the on-campus, federally sponsored users should have always been the lowest billing rates to be charged.  However, our independent consultant had previously stated that there should not be a problem if the lower rate recharged to a state funded user was due to the service center’s use of equipment that had also been purchased with state funds.  Please note that this has changed.  The consultant that we have retained to represent us in renegotiating the University of Houston’s most recent F&A Rate Agreement has informed us that there could be potential problems if a service center does not charge a federally sponsored user the most favorable rate.

NEW PROCEDURES

Billing Rate Proposals, including the Cost Studies developed to support proposed billing rates, for specialized service facilities must include only those costs and recovered costs associated with providing goods and/or services to federally sponsored activities.  All other costs and recovered costs associated with users who pay with funds from other sources (i.e., State and Local) will need to be identified and separated from the specialized service facility’s Billing Rate Proposals (and the related Cost Studies included therein).  Furthermore, only the Billing Rates to be charged to federally funded users (or non-UH affiliated, off-campus users, who automatically have to pay the UH affiliated, federally funded, user’s rate PLUS an additional 50% for IDC recovery) will be published.

For the most specialized service facilities, this means that future Billing Rate Proposal Cost Studies will only include:

· The portion of salary and wages that are attributable to each employee’s time spent providing services to federally funded users.  (For example, if 25% of the employee’s time and effort is spend performing work for federally funded users, then only 25% of that employee’s salary and fringe benefits will be included in the Cost Study.)

· The portion of maintenance and operating expenses that are attributable to the time the specialized service facility is used providing services to federally funded users.  (For example, if 45% of the consumable supplies are used providing services for federally funded users, then only 45% of the cost of these supplies will be included as maintenance and operating cost in the Cost Study.)

· The portion of the specialized service facility’s depreciation expense that is attributable to the time the capital equipment in the shop is used providing services to federally funded users.  (For example, if 25% of the employee’s time and effort is spent performing work for federally funded users, then it is reasonable to assume that only 25% of the productive capacity of the equipment can be attributable to federally funded users and only 25% of the depreciation expense will be s will be included in the Cost Study.)
· The recovered costs received from federally funded users.  (A new PS Account Code is being established exclusively for use by specialized service facilities to record recovered costs from federally sponsored users.)
· A Billing Rate Schedule that includes only the billing rates to be charged to federally funded users (or non-UH affiliated, off-campus users, who automatically have to pay the UH affiliated, federally funded, user’s rate PLUS an additional 50% for IDC recovery).

Please note that this does not mean that a specialized service facility (or any other recharge activity at UH) cannot provide services and recover costs from users who will be making payment from other non-federally funded sources.  It means that only the Billing Rates to be charged to federally funded users will be reviewed, approved, and published pursuant to MAPP 03.01.01.  By segregating and separately reporting the costs and recovered costs associated with providing goods and/or services to federally sponsored users from other users, the University of Houston will be able to demonstrate that federally funded users are not over-charged for goods and/or services provided internally by the university.
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