
The University of Maryland

"Guidance for Principal Investigators on OMB Circular A-21" 

"UMCP Policy for Direct Charging of Costs to Federal Grants, Contracts, and Cooperative Agreements" UMCP Policy VIII-10.40(A) 

In response to changes made in the Office of Management and Budget (OMB) Circular A-21, Cost Principles for Educational Institutions, a policy was developed to provide institutional standards for determining how costs are charged to federally sponsored projects. This required policy, VIII-10.40(A), changes some of the ways Principal Investigators budget for and expend administrative support costs directly related to their funded projects. These costs, which include administrative and clerical salaries and other costs such as office supplies, postage, local telephone costs, etc., are normally not allowable as direct costs. This document provides additional information which is intended to assist Principal Investigators in following this new policy. 

Proposals 

· New, renewal and continuation proposals must use the university's new procedures for direct charging when developing budgets. 

· If any of these administrative costs are expected to be supported by your sponsor, they must be explicitly budgeted for and justified within the proposal. The justification must accompany the budget to be endorsed by the University. 

· Budgeted and justified salaries for clerical and administrative support must represent a significant level of effort. As defined in the policy , it is not to be less than 10% effort (at least one half day a week). 

· Section II.A of the policy lists examples of circumstances where direct charging of salaries may be appropriate. The special circumstances need to be justified to the satisfaction of the OMB Circular A-21. 

· Principal Investigators will need to review the budgets of university subcontractors paid under federal grants or contracts in which we are the prime contractor, since subcontractors are subject to the same OMB Circular A-21 rules. 

Existing Projects 

· Principal Investigators administering a grant or other agreement in which the direct costing of clerical, administrative salaries or other costs have been denied by the federal sponsor will not be allowed to transfer such costs to that grant or agreement either through the internal university procedure (University Prior Approval System (UPAS)) or through the university financial system cost transfer process. 

· Direct costing of administrative support costs which were not originally anticipated in the approved budget may be charged to accounts only if justification is on file and costs are specifically authorized by the sponsor. In most cases this will require a letter of request, countersigned by ORAA, to the sponsor's contract/grants office. 

Caution Tips: Federal regulators have stated that sponsor approval of budgeted items does NOT deem these items allowable unless there is also the appropriate justification for the direct charging of these administrative support costs. 

Principal Investigators and their Departments are responsible for assuring that costs assigned to federal projects are appropriate. Restricted cost categories and other inappropriate charges can be readily detected in audits, resulting in disallowances which must be reimbursed to the federal government. 
http://www.umresearch.umd.edu/ORAA/administrator/omba21.html
“PROPOSAL HANDBOOK:  An overview of policies and procedures governing sponsored research at the University of Maryland”

The budget will always contain a listing of the Direct Costs and the Facilities and Administrative ("Indirect") Costs. Direct costs are those that can be distinctly identified as benefiting the project such as salaries and fringe benefits, equipment, supplies, travel and computer time among others. Facilities and Administrative (F&A) Costs are those expenses that are incurred by the Campus through the cost of facilities and services for common or joint objectives such as general administration, physical plant maintenance and operation, and research administration expenses. 

Direct costs–Some, or all of the following, are included in direct costs: 

Salaries include all personnel, titles, the percentage of time each will devote to the project, the rate of pay, and amount requested from the sponsor to support each person per year (or for the budget period). 

Faculty are on a 9.5- or 10-month academic year appointment or in some cases faculty may receive compensation based on a 12-month calendar year service period. An appropriate percentage of the academic year or calendar year salary is specified in the budget. A faculty member on a 9.5- or 10-month appointment may elect to devote additional time during the summer to a sponsored project beyond the academic year and may request and receive additional compensation beyond the base academic year salary for this effort. A maximum of 2.5 months of summer effort and salary (calculated at 2.5/9.5 x base salary for the new fiscal year) is possible in those cases in which this is acceptable to the sponsor. For 10-month faculty a maximum of 2 months of summer effort and salary at 2/10 of the base salary for the new fiscal year is 

possible. A faculty member on a 12-month appointment may not receive additional salary for summer research effort. 

Other professional research staff and technicians may be compensated for periods during which their services will benefit the project. 

Administrative Personnel may be charged under special circumstances as explained by the UMCP Policy for Direct Charging of Costs to Federal Grants. 
A Graduate Research Assistant may be assigned to research duties with the student's time divided between formal study and research. Tuition remission for graduate research assistants on sponsored projects is to be included as a fringe benefit calculation and requested from the sponsor. The Vice President for Research annually publishes a schedule of stipends for guidance. 

In no case can funds be requested or used to augment salaries of any faculty or staff beyond University-approved rates. 

Fringe Benefits include the University's contributions to Social Security, retirement programs, health insurance, and unemployment compensation. Where applicable, tuition allowance should be added for permanent full-time employees, their dependents, and graduate assistants. Graduate Research Assistants are entitled to full hospitalization benefits and tuition remission; other benefits do not apply. For undergraduate assistants (hourly workers), no employee benefits apply except during the summer. If the assistants are not attending Summer Session classes, then Social Security and unemployment compensation are applicable. Permanent part-time employees are entitled to all benefits if employed one-half time or more. Part-time employees who work less than one-half time, temporary personnel, and hourly employees are entitled only to Social Security and unemployment compensation. A table of applicable benefit rates is published and distributed at least yearly by ORAA. 

Permanent Equipment needs must be itemized and justified. Permanent equipment is defined as an article of nonexpendable tangible personal property having a useful life of more than one year and an acquisition cost of $5,000 or more per unit. In addition, the Principal Investigator must determine that the equipment requested is not already available within the University. The cost of equipment generally includes needed accessories, installation, and delivery costs. In some cases the sponsor may provide the equipment directly rather than provide acquisition funds, or short-term rental may be preferred. 

Consultant fees may be paid only to experts outside the University who provide a unique contribution to the project. University of Maryland faculty and State of Maryland employees are not eligible to receive compensation for internal consulting services on sponsored projects. Federal agencies specifically prohibit the payment of consultant fees from Federally-supported projects to persons employed by the Federal government and often set a limit on the daily rate that can be paid to non-Federal government employees. Please reference UMCP Policies and Procedures on Outside Consultancy for further information. 

Supplies and Expendable Equipment items should be identified and justified. Examples of these items include chemicals, glassware, small electronic components, animals and animal rations, unusually large quantities of paper supplies as in the preparation and distribution of questionnaires or other brochures and forms, and minor fees for informants in anthropological or sociological studies. Equipment items should be identified and justified. Also browse UMCP Policy for Direct Charging of Costs to Federal Grants. 

Travel is an expected practice and an accepted cost in most projects if there is a need for the Principal Investigators to consult with colleagues and disseminate new knowledge through scholarly discourse (i.e. meetings, conferences, symposia, etc.). There must be a correlation between the project and the purpose of the meeting. Such costs may include transportation and room and board. For travel abroad, federal agencies require the use of U.S. flag carriers. 

If the project requires travel to various locations in order to perform the work, these costs should also be identified. An itinerary may be required if travel is a significant portion of the total cost. Some examples would be travel to various localities to collect samples, to interview respondents, or to make special measurements. 

Publication costs included manuscript illustration, costs of reprints, and page charges to be incurred in publishing articles resulting from the projects should be included in direct costs. The publication costs of a book or monograph are not generally allowed; special permission should be obtained from the sponsor. 

Other Direct Costs may have to be identified such as: 

• Copying and Duplication costs: Unusually large costs must follow the UMCP Policy for Direct Charging of Costs to Federal Grants 
• Subcontracts with other entities which provide a substantial programmatic contribution to the project require specific approval of the sponsor. Thus, the proposal must include documentation (i.e., work statement budget and institutional endorsement) by the subcontractor of the services to be performed, and their cost. Some examples of subcontractor services include: 

􀂃renovation of space that is necessary in order to carry out the project, 

􀂃rental of space in those special cases where this is necessary, 

􀂃maintenance of specialized equipment which is necessary to the project, 

􀂃communication costs such as long distance telephone costs and postage charges where large volumes of mailing are required, 

􀂃special costs such as the purchase or lease of airplanes, boats, or other vehicles, and 

􀂃stipends for participants in special training programs are allowable when specified by the sponsor. 

♦ Facilities and Administrative (F&A) Costs (previously "Indirect Costs") are expressed as a percentage of total direct costs, but which exclude: permanent equipment over $5,000; computer equipment costing $1,000 or more; the portion of subaward costs over $25,000; tuition and stipend for trainees on training programs; and rental of off-campus facilities. The Campus calculates its F&A cost rates and negotiates these with the U.S. Health and Human Services Audit Agency acting on behalf of all federal agencies. 

There are off-campus and an on-campus F&A cost rates determined by the project's location. Projects partially performed off-campus for a period of at least three consecutive months may be apportioned between the two applicable rates. Refer to this memo for application of F&A rates to UM sponsored research. It is the position of the Campus that all proposals requesting support from any sponsor, either government or non- government, must include a request for full F&A cost recovery. However, some sponsors, particularly some foundations, have specific written policies that preclude the use of the Campus' full indirect cost rates. The rate or administrative fee allowed by the sponsor may be used in these cases. Exceptions to this rule may be necessary in a few instances; consult ORAA for further information. Reference the current Facilities & Administrative (F&A) cost rate memo for further guidance. 

http://www.umresearch.umd.edu/ORAA/proposal/PROPOSALHANDBOOK.pdf
VIII-10.40(A) UMCP POLICY FOR DIRECT CHARGING OF COSTS TO FEDERAL GRANTS, CONTRACTS, AND COOPERATIVE AGREEMENTS 
I.   Policy

  The objective of this policy is to provide the institutional

  standard for determining how costs are charged to federally

  sponsored agreements or similar cost objectives.  The policy will

  apply to all major categories of cost under each major function

  or activity such as instruction, organized research, other

  sponsored activities and other institutional activities. The

  criteria for determining when costs incurred for the same

  purpose, in like circumstances are treated either as a direct

  cost only or as an indirect cost only with respect to final cost

  objectives are described below.  Particular emphasis should be

  placed on items of cost that may be treated as either direct or

  indirect costs (e.g., supplies, materials, salaries and wages,

  fringe benefits, etc.) depending upon the purpose of the activity

  involved.

  The University follows the general guidelines in sections D and E

  of Circular A-21 in determining the treatment of costs as direct

  or indirect.  Accordingly, costs that can be identified

  specifically with a particular sponsored project, instructional

  activity, or other institutional activity, or can be directly

  assigned to such activities relatively easily with a   high

  degree of accuracy, are treated as direct costs. Conversely,

  costs incurred for common or joint objectives which cannot be

  identified readily and specifically with a particular sponsored

  project, instructional activity, or other institutional activity,

  are treated as indirect costs.  The University's indirect costs

  are consistent with the definitions of specific indirect cost

  categories in section F of Circular A-21.

  The University also follows the guidelines of Section F.6.b of

  Circular A-21 which specify the normal treatment of certain costs

  commonly incurred by academic departments and organized research

  units. Additionally, as discussed below, the University relies on

  the judgment of sponsoring federal agencies, and the actions they

  take on grant applications and contract proposals in determining

  the treatment of certain types of costs as direct or indirect.

  It is the responsibility of the department incurring the cost to

  classify costs incurred for the same purpose, in like

  circumstances, consistently as either direct or indirect costs.

  For example, when administrative and clerical costs are directly

  charged to the sponsored agreements, it is because the nature of

  activity performed is different (thus creating an "unlike

  circumstance") than the usual activities performed by the

  administrative personnel.  Within academic departments and

  organized research units, major cost categories are treated as

  follows:

  II.     Direct Cost Categories

  A.   Secretarial, Clerical, and Administrative Salaries and Wages

  The salaries of administrative and clerical staff should normally

  be treated as indirect cost.  The direct charging of these costs

  may be appropriate where the nature of the work performed under a

  particular project requires an extensive amount of

  administrative or clerical support which is significantly greater

  than the routine level of such services provided by academic

  departments.  The costs would need to be identified specifically

  with a particular sponsored project relatively easily with a high

  degree of accuracy, and the special circumstances requiring

  direct charging of the services would need to be justified to the

  satisfaction of the awarding agency in the grant application or

  contract proposal.  The University believes that this can be most

  effectively assessed by the principal investigator working with

  the sponsoring agency's technical staff.

  The following examples are illustrative of circumstances where

  direct charging the salaries of administrative or clerical staff

  may be appropriate.

       1.   Large, complex programs, such as General Clinical

            Research Centers, Primate Centers, Program Projects,

            environmental research centers, engineering research

            centers.  Groups of awards where the technical work

            plans are considered to be related (Superconductivity

            Research).  Any center established by the Federal

            Government through a center grant (Institute for

            Systems Research) and other grants and contracts that

            entail assembling and managing teams of investigators.

       2.   When an individual award has a need for at least œ day

            per week (10%) of a secretarial, clerical or

            administrative staff person to support the project.

       3.   Projects that do not pay full indirect cost (US

            Departments of Agriculture and Education).

       4.   Projects which involve extensive data accumulation,

            analysis and entry, surveying  tabulation, cataloging,

            searching literature, and reporting.

       5.   Projects that require making travel and meeting

            arrangements for large numbers of participants, such as

            conferences and seminars.

       6.   Projects whose principal focus is the preparation and

            production of manuals and large reports, books and

            monographs (excluding routine progress and technical

            reports).

       7.   Projects that are geographically inaccessible to normal

            departmental administrative services, such as seagoing

            research vessels, radio astronomy projects, and other

            research field sites that are remote from the campus.

            Projects with major overseas components would fall into

            this category.

       These situations are considered "unlike circumstances" under

       CAS 502.  These examples are not exhaustive nor are they

       intended to imply that direct charging of administrative or

       clerical salaries would always be appropriate for the

       situations illustrated in the examples.  This section of the

       policy deals only with salaries and wages of secretarial,

       clerical and administrative and does not apply to salaries

       and wages of specialist and technical staff.

  B.   Technical Staff Salaries and Wages

       The salaries and wages of specialist and technical staff

       such as programmers, technicians, editors, graphic

       designers, animal maintenance staff,        photographers

       and others whose salaries and wages are normally treated as

       direct costs.

  C.   Research Materials, Supplies and Equipment

       The costs of research materials, supplies and equipment

       (e.g. chemicals, glassware, research record keeping and

       reporting materials and supplies, etc.), instructional

       supplies, animals, animal care and other specialized

       services, travel, consulting services, patient care, long

       distance telephone toll charges identifiable to research,

       instruction, or other direct cost objectives are treated as

       direct costs.

  D.   Repair and Maintenance

       Repair and maintenance involving internal building

       operations and equipment which are identifiable to research

       projects, instructional activities, or other direct cost

       objectives, are treated as direct costs based on a work

       order system or invoices from vendors, the direct charges

       are credited against the Operations and Maintenance indirect

       cost pool.  Rent and other associated costs of facilities

       used to conduct off-campus sponsored projects are also

       treated as direct costs.

  E.   Other Costs

       The costs of office supplies, postage, local telephone

       (basic) costs, memberships, general copying, FAX, and

       similar costs are treated as indirect costs, except under

       conditions which the university considers "unlike

       circumstances" under CAS 502.

       The University relies primarily on principal investigators

       or their designee to determine whether direct charges for

       administrative or clerical salaries, office supplies,

       postage, memberships, and similar costs are appropriate for

       a particular project, and to fully justify these costs to

       sponsoring agencies in grant applications and contract

       proposals.  If the sponsoring agency accepts the cost as

       part of the direct project budget (i.e., does not

       specifically disapprove the item in the award or other

       notification to the University), then the University will

       consider the cost an appropriate direct cost of the project.

       On the other hand, if the sponsoring agency specifically

       disapproves the cost, the University will rely on the

       sponsoring agency's judgment that the cost did not meet the

       criteria for direct charging and will treat the cost as an

       indirect cost.  If circumstances arise at a later date that

       justify direct charging of the costs, the University will

       seek reconsideration by the awarding agency.

http://www.president.umd.edu/policies/viii1040a.html
© National Council of University Research Administrators FRA IX Conference 2008


