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Facilities and Administrative (F&A) Costs (Adapted from OSU F&A Costs; osp@osu.edu)
Overview of Rate Calculation Process The total cost of a research project is comprised of two
components, direct costs, and facilities and administrative (F&A) costs. Direct costs can be identified
specifically with a particular sponsored project, or can be directly assigned to a particular project with a high
degree of accuracy. F&A costs are incurred for common or joint objectives and therefore cannot be identified
readily and specifically with a particular sponsored project.
F&A refers to two broad categories of indirect costs: facilities and administration. “Facilities” includes
depreciation of building and equipment, interest on debt associated with capital assets, operations, and
maintenance of physical plant, and library expenses. “Administration” includes general administration and
other general expenses of the institution, departmental administration, sponsored projects administration,
student administration and services, and all other types of indirect costs not listed under Facilities.
F&A costs are incurred for the benefit of the Institute’s three primary functions (i.e., direct cost objectives):
a) Instruction and departmental research, b) Organized research, and c) Other institutional activities. Because
the benefit associated with each function cannot be precisely measured, the costs are (allocated) according to
methods prescribed in federal regulations, primarily Office of Management and Budget (OMB) Uniform
Guidance 2A.II. Part 200: Uniform Administrative requirements, Cost Principles, and Audit
Requirements for Federal Awards. The F&A rate is based on statistics such as expenditure dollars,
square footage of space occupied, population (i.e. number of faculty, students and staff), and salaries and
wages.
In determining the full cost of an instructional activity or a research project, the associated F&A cost should be
added to the direct cost. Although F&A cannot be directly assigned, these costs are incurred for
infrastructure and administrative support services that are essential to the operation of the Institute and its
programs. For example, it would be impossible to teach or to conduct sponsored research without incurring
costs for buildings, equipment, utilities, maintenance, libraries, and administrative services, etc.
To the extent that F&A costs benefit externally sponsored research activities, O S U p o l i c y i s
t h a t these costs should be reimbursed by the sponsor along with the direct project costs.
Reimbursement for F&A costs is accomplished through the use of a rate that reflects the average of all F&A
costs associated with all sponsored research programs. For example, if the Institute incurs an average of 60
cents in F&A costs for every dollar of “modified” direct research expenditures (see the following paragraph
for a description of “modified” cost), the F&A rate would be 60%. This rate is based on historical cost data
and other pertinent factors, such as new construction or changes in Federal regulations, and is subject to
audit and negotiation with the Federal government. It is the rate that applies to all externally supported
research activities.
The F&A rate for sponsored research is the ratio of total allowable indirect (i.e., F&A) cost divided by
modified total direct cost (MTDC). Allowable indirect costs include expenditures for functions that
provide a benefit to research, and exclude expenditures that have no benefit to research or are expressly
unallowable for reimbursement purposes. MTDC consists of total direct costs excluding equipment, capital
expenditures, tuition remission, rental of space, scholarships and fellowships, and the portion of a subcontract
in excess of $25,000.
Description of Facilities and Administration Costs
General Administration and General Expenses: Costs a s s o c i at e d w i t h general executive and
administrative offices of the University and other expenses of a general nature that do not relate solely to
any major function. Examples include the Offices of the President, Sr. Vice-President and Vice-Presidents,
the Office of the Provost, the Controller’s Accounting Office, Personnel Office, etc.
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Departmental Administration: Costs associated with administrative and supporting services provided
by departments and interdepartmental laboratories or centers, which provide a benefit to the research projects
in these units. Included in this category are Departmental Heads and Institute Professors, Academic Deans
and Deans Office expenses, Laboratory Directors and academic department support staff.
Sponsored Programs Administration: Costs incurred by a separate organization established
primarily to administer sponsored projects. This pool includes the Office of Sponsored Programs, a
portion of the Technology Licensing Office, and the Office of Research.
Building Depreciation: Cost of buildings and capital improvements to buildings and land that are used
for research, excluding buildings that have been federally funded. For most buildings, the original cost is
amortized over a 50-year useful life.
Equipment Depreciation: C ost of equipment used for research, excluding equipment purchased
with f ederal funds or on non-federal sponsored agreements. Equipment is depreciated by various useful
lives according to the class of asset.
Interest Expenses: C ost of interest on debt-financed research facilities paid to an external party.
Plant Operations and Maintenance: Expenses incurred for the administration, supervision, operation,
maintenance, preservation, and protection of the U n i v e r s i t y ’s physical plant. These costs include
utility, maintenance and custodial costs, ordinary repairs, care of grounds and buildings, the Physical Plant
Office, etc. Special plant costs include the cost of renovations to buildings and space changes.
Library: C osts incurred for the operation of libraries, including the cost of books and library
materials, and library administration.
The University’s policy is for investigators to include the appropriate F&A costs in all proposal budgets,
unless the sponsor specifically prohibits them, and it expects that F&A costs will be recovered to the
maximum extent possible. Since these are real costs associated with performing research, costs not
recovered from the sponsor are extracted from the Departments or Units (typically in the form of “costshare”).
1. F&A cost rates are determined by negotiation with the US Department of Health and Human Services.
There are separate rates for different types of activities, but in each case the rate is calculated and charged as
a percentage of modified total direct costs (MTDC). To determine the MTDC base to which the F&A rate
will be applied, add all direct costs then subtract equipment, capital expenditures (alterations and
renovations), charges for patient care and tuition remission, off- campus space rental costs, scholarships and
fellowships, and the portion of each subcontract in excess of $25,000.
When an F&A rate allowed by a Sponsor is lower than the appropriate university approved rate, the rate is
applied to all direct costs (i.e., the base to which the F&A rate is applied is total direct costs, not modified
total direct costs), unless the sponsor specifically excludes certain categories.
2. Facilities & Administrative (F&A) Costs on Subcontracts
If a project does not recover F&A costs at the appropriate negotiated rate (because the Sponsor specifies a
lower rate), the F&A cost base is total direct costs (TDC), which includes the entire subcontract amount,
unless the sponsor specifically excludes subcontract costs. In addition, any F&A cost restrictions are passed on
to the subcontractor.
If a project recovers F&A costs at the appropriate negotiated rate, only the first $25,000 of the subcontract is
subject to F&A costs. In a multiple-year project, the total subcontract amount across all years is considered in
calculating the F&A costs. Thus, if organization X will receive a subcontract for $40,000 in each year of a fouryear project, F&A costs are applied only to the first $25,000 in year 1. However, if the budget is $10,000/year,
F&A costs would be applied to the entire subcontract amount for years 1 & 2; to $5,000 in year 3; and not at all
in year 4.
3. Components of Research and Development F&A Cost Rate at OSU:
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Component

FY 2016-2017
Off Campus
On Campus

Building Depreciation

5.3%

Equipment Depreciation

6.2%

Interest

1.9%

Operations & Maintenance

12.9%

Library

1.7%

Administration*

26.0%

26.0%

TOTAL

54.0%

26.0%

*according to federal law, the Administration component of F&A is capped at 26%.
Based on the current F&A rate agreement, for projects funded on or after 07/01/14, the rates are:
Activity
Research

Period
7/1/2016-6/30/2017
7/1/2017-6/30/2018
7/1/2018-6/30/2020

On Campus
54%
55%
56%

Off Campus
26%
26%
26%

Rates are applied to the Modified Total Direct Cost (MTDC) base i.e., to all costs except equipment (standalone items with a useful life of a least 1 year and a unit cost of at least $5,000); alterations and renovations;
patient care costs; tuition; rental of off-site facilities; subcontract costs in excess of $25,000.
*Off-campus rate applies to those projects (a scope of work or activity with a separate budget and
accounting) for which 50% or more of the salary and wages are incurred in facilities not owned and
controlled by the University and for which rent is allocated as a direct cost to the project.
These rates should be used in all new proposals (unless the sponsor has a different rate). Most awards
already in place will continue to be charged the F&A rate at which they were awarded.
4. Benchmarks: below is a table listing current F&A rates at the top 10 CVMs in the US (March 2017).
Institution (by
rank)
1. UC Davis
2. Cornell
3. Colorado St.
3. NCSU
5. OSU
5. U. Wisconsin
7. Texas A&M
7. U. Penn
9. U. Minnesota
10.Tufts
10. U. Georgia

F&AResearch
57.0
61.0
51.0
52.0
54.0
53.0
48.5
61.0
52.0
65.0
50.0
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