How is the overall F&A cost rate calculated?
A formalized process developed by the Federal government (consistent with generally accepted accounting principles and presented in Circular A-21) is used to determine the University's F&A cost rate for sponsored research.
First, all F&A costs within the institution are assigned to one of nine cost pools related to primary functions. Circular A-21 defines the nine cost pools. Then a fractional amount from each cost pool is attributed to the research enterprise according to guidelines provided in Circular A-21. Totaling these fractional dollar amounts yields the University's total F&A costs (TFAC) attributable to sponsored research.
The TFAC total is then converted to an F&A cost rate by dividing it by "Modified Total Direct Costs" (MTDC). In 1979, the Federal government elected to adopt a "Modified Total Direct Cost" approach for computing the F&A cost rate and charging F&A costs to individual grants. MTDC is often calculated as total direct costs minus the cost of equipment, buildings, patient care, off-campus building rental, training stipends, tuition, and the portion of each subcontract in excess of $25,000. However, for most individual research projects, MTDC represents simply the direct costs less any equipment costs.  The threshold for equipment was raised from $500 to $5,000 in FY1999 on Federal awards.
The F&A Cost Rate Formula
PROPOSED F&A COST RATE 	=	TFAC/MTDC
F&A Cost Definitions
Total F&A Costs (TFAC)	=	Total amount of the nine specific F&A cost pools assigned to organized, sponsored research
Modified Total Direct Costs (MTDC)	=	(Direct Salaries and Wages) plus
(All Other Direct Costs) minus
(Equipment, renovation costs, patient care, off-campus building rental, training stipends, tuition, and the portion of each subcontract in excess of $25,000)





How are F&A cost components calculated?
Circular A-21 spells out in considerable detail the data that must be collected for calculating the F&A cost rate. The financial basis for the F&A cost calculation is the set of audited data from a previous year's activity. The nine cost pools are classified within two broad categories--"Facilities" and "Administration"--with the F&A costs for the latter category capped at 26%. 
• The Building Depreciation cost pool (the first of nine cost pools) contains three major types of costs. The first and largest segment is the building depreciation. Depreciation is calculated on a straight-line basis by building component, such as foundation (50 years), roof (20 years) and so on. Building costs paid from federal funding are not included in the depreciation calculation.
Based on an extensive "space study" carried out by the University, an estimate is made of the fraction of building use which can be attributed to the research effort. The building cost pool also allows for the cost of land improvements (such as sidewalks, exterior lighting, landscaping), and the cost of off-campus rental space (if not charged to a grant directly).
•The Interest cost pool includes interest on debt issued by the University associated with certain buildings, equipment and capital improvements. These costs are assigned to research projects proportionally in the same manner as the depreciation or use allowance on the items (buildings, equipment and capital improvements) for which interest is paid.
• The Equipment Depreciation cost pool includes items of equipment not purchased with federal funds. An annual depreciation amount is computed on each equipment item using "useful life" periods established using the University’s experience. If the equipment is located in a room identified in the University's space study as research space, the corresponding equipment depreciation amount is considered an F&A cost of the research carried out in that room.
•The Operations and Maintenance cost pool includes physical plant operations and maintenance expenses. This category recovers the cost of utilities, maintenance, custodial services, environmental health and safety, transportation services, campus security, and facilities management associated with organized research. The University's space study is used to apportion the majority of these expenses to research, instruction and other activities.
• The Library cost pool recovers centralized library costs. Recoverable operating costs include administration, book acquisitions, and the cost of periodicals. Libraries operated by academic departments are considered departmental administration costs, and are recoverable through that cost pool. The various groups utilizing library services must be identified and assigned a portion of library costs when establishing what fraction of the total cost of the library enterprise is attributable to the research activities of the University.
•The General Administration cost pool includes expenses for general executive and administrative offices, which provide services to all activities of the University. This category encompasses personnel, payroll, and purchasing services, financial management, and a variety of other central administrative functions. In addition, expenses in the offices of the President, the Provosts, and Vice Presidents are included in this cost pool. These expenses are distributed proportionally in relation to the many other activities conducted at an educational institution.
•The Departmental Administration cost pool includes expenses for program support and administration which occur at both the college/school and departmental levels. This cost pool includes an allowance (3.6% of MTDC) for the administrative effort of faculty and other professional personnel. In addition, the Departmental Administration cost pool includes a calculation of the portion of personnel costs for non-faculty and non-professional technical and administrative staff, and for supplies, travel, telephone services, etc. which are typically paid from general operating budgets.
•The Sponsored Projects Administration cost pool recovers the cost of organizational units established primarily to support the research or training effort regardless of the funding source. The primary elements in this pool are the costs associated with the offices of Sponsored Research Services, Sponsored Program Accounting, Government Cost Compliance, and some costs in the office of the Vice President for Research.
•The student services administration cost pool provides for graduate student services. This includes a portion of the costs of graduate student counseling, health services, the Graduate Admissions office and similar activities. However, current DHHS practice requires the allocation of all student services administration costs to instruction. Therefore, no student services administration costs are included in the existing F&A rate for research.












2010 University of Cincinnati F&A Cost Components and their percentage of Modified Total Direct Costs (MTDC)
Rate Components                                               		Percentage
Facilities
Building Depreciation                                                        7.0
Interest                                                                                 3.3
Equipment Depreciation                                                   3.4
Operations & Maintenance                                            15.8
Library						        1.5
Subtotal Facilities                 				      31.0%

Administration
General Administration                                                    4.6
Departmental Administration                                       17.2
Sponsored Projects Administration                               4.2
Student Services Administration
Subtotal Administration                                                               26.0%
F&A Research Rate for UC (FY 2010)                                           57.0%

