SPECIALIZED SERVICE FACILITIES
INSTRUCTIONS – COST STUDY FORMS

SYSNOPSIS

The Cost Study group of forms was developed to provide a standardized format for specialized service facilities to use when establishing, modifying or revising their billing rates.  These forms are also to be used by specialized service facilities to satisfy the alternate fiscal year financial reporting requirement set forth in university policy.

Specialized service facility billing rates will be established, modified, and revised using forms, and in a format, prescribed by the Division of Administration and Finance, Office of Finance – Cost Accounting Department and hereinafter referred to as a Billing Rate Proposal. (MAPP 03.01.01, Section VI.B.)

For those alternate fiscal years when a biennial billing rate proposal is not required, within 6 months from the fiscal year end (i.e., on, or before January 31st), specialized service facilities shall forward an analysis of all costs (including subsidized costs) and total recovered costs (including subtotals for each Fund Code) to the Division of Administration and Finance, Office of Finance – Cost Accounting Department for review and verification that the specialized service facility did not over-recover costs for the most recently completed fiscal year.  This analysis shall be in a format, and in accordance with procedures, prescribed by that department.  (MAPP 03.01.01, Section VI,C.2.)

COSTS TO BE INCLUDED – ALLOCABLE COSTS
Cost Studies developed to support proposed billing rates for specialized service facilities (and to satisfy the alternate fiscal year financial reporting requirement) must include only those costs and recovered costs associated with providing goods and/or services to federally sponsored activities.  (i.e., Those cost that are associated with, and allocated to, 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).
For most specialized service facilities, this means future Billing Rate Proposal Cost Studies (and Biennial Financial Reports) will 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.)

COST STUDY FORMS – OVERVIEW

The Cost Study Forms are designed to assist a specialized service facility in identifying the following common operational expenses that are incurred when providing goods and/or services.
· Salary & Wage and Fringe Benefit Expenses

· Maintenance and Operating Expenses

· Capital Equipment Depreciation Expense

A specialized service facility should be established solely to recover costs from users who will be making payments for goods and/or services from federally sponsored agreements at the university.  Therefore, to avoid the over-recovery of costs from federally sponsored users, they are required to breakeven over a period of time.  To show evidence of this “breakeven” position over time, a specialized service facility’s Cost Study should cover a three-fiscal year period (i.e., the most recently completed fiscal year, the current fiscal year, and the upcoming fiscal year).

COST STUDY FORMS – LISTING

Below is a listing of the Cost Study group of forms.
	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 1
	Form 1 - FY20XX CS1
	Cost Study – Fiscal Year 1

	Form 1A
	Form 1A  - FY20XX S&W 1A
	S&W Detail Schedule – Fiscal Year 1

	Form 1B
	Form 1B  - FY20XX M&O 1B
	M&O Detail Schedule – Fiscal Year 1

	Form 2
	Form 2 - FY20XX CS2
	Cost Study – Fiscal Year 2

	Form 2A
	Form 2A - FY20XX S&W 2A
	S&W Detail Schedule – Fiscal Year 2

	Form 2B
	Form 2B - FY20XX M&O 2B
	M&O Detail Schedule – Fiscal Year 2

	Form 3
	Form 3 - FY20XX CS3
	Cost Study – Fiscal Year 3

	Form 3A
	Form 3A - FY20XX S&W 3A
	S&W Detail Schedule – Fiscal Year 3

	Form 3B
	Form 3B - FY20XX M&O 3B
	M&O Detail Schedule – Fiscal Year 3

	Form 4
	Form 4 - DEPRECIATION
	Depreciation Expense – Fiscal Years 1-3

	Form 5
	Form 5 - LOCATION SUMMARY
	Location Summary – Fiscal Years 1-3

	
	RECOVERED COSTS PROJECTIONS
	Schedule of Anticipated Recovered Costs – Fiscal Years 1-3


DETAILED INSTRUCTIONS – All Cost Study Forms

All of the Cost Study Forms should contain the following information as part of their heading:

· Fiscal Year Identification – the fiscal period for which financial information is being presented.

· Primary PS Cost Center – the specialized service facility’s primary PeopleSoft Cost Center.

· Specialized Service Facility Name – the name by which the specialized service facility is commonly known.

DETAILED INSTRUCTIONS – Cost Study Forms 1, 2, and 3

The following Cost Study forms are “summary” worksheets that contain detailed information presented on other forms included in the Cost Study.

	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 1
	Form 1 - FY20XX CS1
	Cost Study – Fiscal Year 1

	Form 2
	Form 2 - FY20XX CS2
	Cost Study – Fiscal Year 2

	Form 3
	Form 3 - FY20XX CS3
	Cost Study – Fiscal Year 3


Below are the “detailed” Cost Study forms that support the information presented in the “summary” Cost Study forms identified above.
	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 1A
	Form 1A  - FY20XX S&W 1A
	S&W Detail Schedule – Fiscal Year 1

	Form 1B
	Form 1B  - FY20XX M&O 1B
	M&O Detail Schedule – Fiscal Year 1

	Form 2A
	Form 2A - FY20XX S&W 2A
	S&W Detail Schedule – Fiscal Year 2

	Form 2B
	Form 2B - FY20XX M&O 2B
	M&O Detail Schedule – Fiscal Year 2

	Form 3A
	Form 3A - FY20XX S&W 3A
	S&W Detail Schedule – Fiscal Year 3

	Form 3B
	Form 3B - FY20XX M&O 3B
	M&O Detail Schedule – Fiscal Year 3


Cost Study Forms 1, 2, and 3 will be referred to as Cost Study Forms in the detailed line-by-line instructions presented below.

· Cost Study Form Line 1. Wages, Salaries, and Benefits – this line should contain the total amount of Wages, Salaries and Benefits reported on the detailed S&W Forms 1A, 2A, and 3A.  (Detailed line-by-line instructions for these forms will be provided below.)

· Cost Study Form Line 2. M&O Expenditures – this line should contain the total amount of Maintenance and Operating Expenses reported on the detailed M&O Forms 1B, 2B, and 3B.  (Detailed line-by-line instructions for these forms will be provided below.)

· Cost Study Form Line 3. Estimated Depreciation Expense – this line should contain the total amount of Estimated Depreciation Expense reported on Form 4 – DEPRECIATION.  (Detailed line-by-line instructions for this form will be provided below.)

· Cost Study Form Line 4. Cost of Goods Sold – this line should contain the total amount of Cost of Goods Sold for the appropriate fiscal year.  A supplemental detailed worksheet may be attached at the specialized service facility’s discretion.

· Cost Study Form Line 5. Total Costs – this line should contain the sum of Lines 1 – 4.
· Cost Study Form Line 6. Total Recovered Costs – this line should contain the total amount reported on the RECOVERED COSTS PROJECTIONS worksheet.  (Detailed instructions for this worksheet will be provided below.)

· Cost Study Form Line 7. Projected (Over) / Under Recovered Costs – this line should contain the difference between Line 5 and Line 6.
DETAILED INSTRUCTIONS – Cost Study Forms 1A, 2A, and 3A

The following Cost Study forms are “detailed” worksheets that contain the supporting detailed information for the summary information presented on Cost Study Forms 1, 2, and 3.
	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 1A
	Form 1A  - FY20XX S&W 1A
	S&W Detail Schedule – Fiscal Year 1

	Form 2A
	Form 2A - FY20XX S&W 2A
	S&W Detail Schedule – Fiscal Year 2

	Form 3A
	Form 3A - FY20XX S&W 3A
	S&W Detail Schedule – Fiscal Year 3


Cost Study Forms 1A, 2A, and 3A will be referred to as the S&W Forms in the detailed line-by-line instructions presented below.

· S&W Form Column A: Employee Name – the name of each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.  The employee’s name should appear as it does in the University of Houston’s payroll system.

· S&W Form Column B: Title/Position – the title/position of the each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.  The employee’s title/position should appear as it does in the University of Houston’s payroll system.

· S&W Form Column C: Annual Salary – the total amount of salary and wages budgeted for each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.

· S&W Form Column D: Annual Benefits – the total amount of fringe benefits budgeted for each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.
· S&W Form Column E: Salary + Benefits – the total amount of salary and fringe benefits (i.e., the sum of the amounts entered in Column C and Column D) budgeted for each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.

· S&W Form Column F: PeopleSoft Cost Center – the PeopleSoft Cost Center from which the salary and fringe benefits budgeted for each employee who will be contributing time and effort to support the specialized service facility’s operations should be entered in this column.  NOTE: For those employees who receive payments from multiple PeopleSoft Cost Centers, a separate entry will need to be made for each PeopleSoft Cost Center.

· S&W Form Column G: FTE% Allocated to SC – this represents the amount of time and effort that each employee will be contributing to support the specialized service facility’s operations.  For those employees who receive payments from multiple PeopleSoft Cost Centers, a separate entry will need to be made for each PeopleSoft Cost Center.

Example, if an employee receives compensation from three separate PeopleSoft Cost Centers.  One of the PeopleSoft Cost Centers is the specialized service facilities primary cost center.  The second is a sponsored research funded cost center.  The third is an institutionally funded cost center.  Also assume that 50% of the employee’s total time is spent supporting the specialized service facility’s operations (which implies that 50% of his total S&W and Fringe Benefits expenses should be attributed to supporting the specialized service facility’s operations.).
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· S&W Form Column H: Total Expense – the amount entered in this column should be the results of multiplying the amount reported for “Salary + Benefits” (Column E) by the amount reported for “FTE % Allocated to SC” (Column G).  For those employees who receive payments from multiple PeopleSoft Cost Centers, a separate entry will need to be made for each PeopleSoft Cost Center.

· Funding Source – this column is used to identify and differentiate between those expenses paid for from the specialized service facility’s primary PeopleSoft Cost Center and other PeopleSoft Cost Centers (i.e., subsidized expenditures).

· Primary Service Center Funding – this column is used to identify those expenses paid for from the specialized service facility’s primary PeopleSoft Cost Center.

· Subsidy Funding – this column is used to identify those expenses paid for from other PeopleSoft Cost Centers (i.e., subsidized expenditures).

DETAILED INSTRUCTIONS – Cost Study Forms 1B, 2B, and 3B

The following Cost Study forms are “detailed” worksheets that contain the supporting detailed information for the summary information presented on Cost Study Forms 1, 2, and 3.

	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 1B
	Form 1B  - FY20XX M&O 1B
	M&O Detail Schedule – Fiscal Year 1

	Form 2B
	Form 2B - FY20XX M&O 2B
	M&O Detail Schedule – Fiscal Year 2

	Form 3B
	Form 3B - FY20XX M&O 3B
	M&O Detail Schedule – Fiscal Year 3


Cost Study Forms 1B, 2B, and 3B will be referred to as the M&O Forms in the detailed line-by-line instructions presented below.

· Expense Description – a description of the type of M&O expenditure should be included in this column.  It will usually be helpful to use a description that is consistent with the PeopleSoft Account Code that will be entered in the “PS Account Code” column.

· PS Account Code – the PeopleSoft Account Code that will be used when recording the payment for the M&O expenditure should be entered in this column.

· PeopleSoft Cost Center – the PeopleSoft Cost Center from which the M&O expenditure will be paid should be entered in this column.

· Amount – the total dollar amount to be paid for the M&O expenditures included in the Expense Description column.

· Funding Source – this column is used to identify and differentiate between those expenses paid for from the specialized service facility’s primary PeopleSoft Cost Center and other PeopleSoft Cost Centers (i.e., subsidized expenditures).

· Primary Service Center Funding – this column is used to identify those expenses paid for from the specialized service facility’s primary PeopleSoft Cost Center.

· Subsidy Funding – this column is used to identify those expenses paid for from other PeopleSoft Cost Centers (i.e., subsidized expenditures).

DETAILED INSTRUCTIONS – Cost Study Form 4 – Depreciation
	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 4
	Form 4 - DEPRECIATION
	Depreciation Expense – Fiscal Years 1-3


Depreciation is a systematic allocation of the cost of acquiring capital equipment over the estimated useful life of the asset. It is a process of allocation, not of valuation.  As an agency of the State of Texas, and as prescribed by the Texas State Comptroller’s Office, the University of Houston uses the straight-line method (historical cost less residual value, divided by useful life) to compute depreciation.  

The objective of computing and recognizing depreciation expense is to charge a portion of the cost of capital equipment to operations each year in order to match the revenue produced by the asset.  Therefore, capital equipment used to support a specialized service facility’s operations should be identified and the depreciation expense associated with that capital equipment should be recovered from the facility’s users through the billing rates.  The following information is required for completing Form 4 – Depreciation:
1. Item Description

2. UH Tag Number – as reported on the inventory tag affixed to the capital asset.
3. Building Location – as reported in the university’s Property Management System.
4. Funding Source – as reported in the university’s Property Management System.
5. Acquisition Date – as reported in the university’s Property Management System.
6. Acquisition Cost – as reported in the university’s Property Management System.
7. Useful Life – as reported in the university’s Property Management System.

8. Estimated Depreciation Expense – as computed by taking the Acquisition Cost, dividing it by the Useful Life, and then multiplying the results by the percentage of time the capital asset will be used to support SSF operations.

9. % Usage Allocated to SSF Operations – as estimated by SSF personnel.

10. Allocated Estimated Depreciation Expense – as computed by multiplying the Estimated Depreciation Expense computed for item #8 (above) by the % Usage Allocated to SSF Operations for item #9 (above).
NOTE: Since depreciation computations can be difficult, specialized service facility personnel are encouraged to contact the Cost Accounting Department for guidance and assistance in preparing Cost Study Form 4 – Depreciation.

DETAILED INSTRUCTIONS – Cost Study Form 5, Location Summary

	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	Form 5
	Form 5 - LOCATION SUMMARY
	Location Summary – Fiscal Years 1-3


Although the University of Houston maintains a space usage database, the space associated with specialized service facilities must be specifically identified for special treatment in the university’s Facilities and Administrative Cost Proposal.  To ensure that all space associated with specialized service facilities is properly identified as such, each specialized service facility is required to identify/confirm their location whenever they are required to prepare and submit financial information (i.e., the Cost Study Forms).

In completing the Location Summary, each specialized service facility should make a separate entry for each different Building, Building Number, and Room Number.  Estimated percentages of occupancy (based upon square feet occupied by specialized service facility activities) are acceptable.
DETAILED INSTRUCTIONS – Recovered Costs Projections

	FORM

SHORT

NAME
	FORM

LONG

NAME
	DESCRIPTION

	
	RECOVERED COSTS PROJECTIONS
	Schedule of Anticipated Recovered Costs – Fiscal Years 1-3


This separate schedule is optional, since the same information will be reported on Line 6. on Cost Study Forms 1, 2, and 3.  However, the use of this schedule is encouraged since it requires a specialized service facility to give due consideration to the projected cost recovery from different classes of users.
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