GENERAL DISCUSSION
WAIVING THE COLLECTION OF IDC ON SALES TO NON-UNIVERSITY AFFILIATED ENTITIES


According to University of Houston policy, the Associate Vice President must approve all requests for making sales to non-university affiliated entities and all requests for a waiver from collecting IDC on sales to non-university affiliated entities.

· Specialized service facilities shall not routinely sell goods or services to the general public or other non-University of Houston affiliated entities without obtaining prior written approval from the Associate Vice President for Finance (or his/her designee) in a manner and format prescribed by the Division of Administration and Finance, Office of Finance – Cost Accounting Department.  (MAPP 03.01.01, Section VII.)

· The billing rates for sales made by specialized service facilities to the general public or other non-university affiliated entities, if approved, should include the university’s on-campus indirect cost (IDC) rate to recover institutional overhead costs. Written requests for exceptions to this overhead cost recovery policy should be submitted to the Division of Administration and Finance, Office of Finance – Cost Accounting Department in advance of making sales to the general public. These requests will be reviewed by the Cost Accounting Department and approved by the Associate Vice President for Finance (or his/her designee).  (MAPP 03.01.01, Section VII, Paragraph A.)

While university policy does provide for seeking (and granting approval for) a waiver from collecting IDC on sales to non-university affiliated users, there is no requirement that a service center must (or even should) seek a waiver.  In fact, in the past, waivers from collecting IDC have only been sought and granted for the sale of goods or services to non-university affiliated academic users (i.e., other colleges and universities) and other non-profit entities when one, or more, of the following justifications were present to support the waiver:
· The anticipated recovered costs from a specific class of user (i.e., academic users, also identified as other colleges and universities) are not expected to be material.  (This is a critical criterion, especially since waiving the collection of IDC on relatively small amounts of recovered costs results in forsaking only a small dollar amount of IDC.)

· Waiving the collection of IDC from specific non-university affiliated academic users will help promote the free-flow of information and enhance collaboration between research faculty at the university and research faculty at other colleges and universities.

· There is a reciprocal agreement between faculty at the University of Houston and the faculty at the other non-university affiliated academic institution (i.e., the other academic institutions do not include IDC recovery in the billing rates they recharge UH users).

· The service center has sufficient idle capacity to justify offering services to other local area non-profit entities to avoid wasting the idle capacity and to facilitate at least the recovery of fixed cost of maintaining service center productivity.

· Waiving the collection of IDC from local area non-profit users will benefit the university.

The decision to seek (or not to seek) a waiver from collecting IDC from non-university affiliated users is completely at the discretion of the upper-level management of each college, division, or department that operates a service center.  After all, they are the ones who have been entrusted with the responsibility of stewardship for the financial resources of their college, division, or department; therefore, they are the ones who are best able to determine if the goodwill resulting from waiving the collection of IDC from non-university affiliated parties is worth the financial loss associate with such a waiver.  However, since IDC recovery on sales to non-university affiliated parties represents the partial recovery of administrative overhead costs incurred by the university, each service center must keep in mind that by waiving the collection of IDC, they are waiving the collection of an amount that represents a portion of their administrative overhead costs.  In so doing, they need to be aware that they are indirectly subsidizing the non-university affiliated entities that use the center.

One last comment, if a service center waives collecting IDC from one particular user, then that service center should waive the collection of IDC from all of the users in that specific class of users (i.e., academic users vs. non-academic users) since charging different rates to different users within the same class may represent price discrimination (which is expressly forbidden).
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