SECTION I

Terms and Definitions 

General Budget Terms

Reasonable Costs 

[image: image1.wmf]A cost may be considered reasonable if the nature of the goods or services acquired or applied, and the amount involved, reflect the actions a prudent person would have taken under the circumstances prevailing at the time the decision to incur the cost was made. 

· Major considerations in determining the reasonableness of a cost are 

(a) 
whether the cost is of a type generally recognized as necessary for the operation of the institution or the performance of the sponsored agreement 

(b) 
the constraints or requirements imposed by such factors as arm's-length bargaining, federal and state laws and regulations, and sponsored agreement terms and conditions 

(c) 
whether the individuals concerned acted with due prudence in the circumstances, considering their responsibilities to the institution, its employees, its students, the Federal  Government, and the public at large 

(d) 
the extent to which the actions taken with respect to the incurrence of the cost are consistent with established institutional policies and practices applicable to the work of the institution generally, including sponsored agreements. 

Allocable costs 

A cost is “allocable” to a specific cost objective (i.e., a particular function, project, sponsored agreement) if the goods or services involved are chargeable or assignable to such cost objective in accordance with relative benefits received or other equitable relationships. For instance, supplies purchased to carry out the purpose of the project are allocable costs. Flowers purchased for a staff member or for the project office are not. 

· Major considerations in determining the allocability of a cost are 

(a) whether it is incurred solely to advance the work under the sponsored agreement 

(b) whether it benefits both the sponsored agreement and other work of the institution, in proportions that can be approximated through use of reasonable methods

(c) whether it is necessary to the overall operation of the institution and, in light of the principles provided in OMB Circular A-21, is deemed to be assignable in part to sponsored projects. Where the purchase of equipment or other capital items is specifically authorized under a sponsored agreement, these amounts are assignable to the sponsored agreement regardless of the use that may subsequently be made of the equipment or other capital items involved. 

· An allocable cost can be a direct cost or a facilities & administrative (indirect) cost.

Allowable and Unallowable Costs

Allowable and unallowable costs are defined in OMB Circular A-21, Section J (see Appendix, page i). The Office of Research and Sponsored Programs (RESP) uses federal rules and definitions to determine cost allowability.
Direct Costs

Direct costs are those allocable and allowable costs that are necessary for the completion of the specific project. They are easily assigned and paid directly from a specific project.

Facilities & Administrative Costs (also known as “Indirect Costs”) 

Facilities and administrative (F&A) costs are incurred for common or joint objectives and cannot be identified readily and specifically with a particular sponsored project, instruction, or any other institutional activity. F&A costs involve resources used simultaneously by different individuals and groups, making it difficult to assess precisely how these costs should be assigned. For current RESP F&A rates, go to http://www.csuchico.edu/resp/policy/policies.shtml.

Small Grants and Contracts which fall below an RESP-Determined Threshold 
RESP allows non-federal, fixed price/fee-for-service agreements to be run through 58000 accounts with approval by the Vice Provost for Research or the RESP Director. RESP will set a threshold amount for these projects on a case-by-case basis. Only a short-form agreement or letter agreement is required between the principals, and these projects do not require routing or set-up as individual projects. 

Campus Program Accounts

Also referred to as discretionary accounts, these accounts are established upon request by various departments or offices on campus to manage funds received from various sources. Foundation approval is required for all Campus Program Accounts.
Specific Budget Terms 

I.
Salaries and Wages

Assigned Time/Released Time 

These terms, used interchangeably, refer to the release of faculty or staff from regular University duties such as teaching or committee work to work on other assigned tasks such as grants and contracts or other approved assignments by dean or department or supervisor/administrative home.
Reimbursed Time/Buy-Out

These terms, used interchangeably, refer to release time for faculty or staff to work on a sponsored project and project funds reimburse the college or department for the cost of the release time. The faculty or staff member continues to be paid by the University for his or her full appointment. The reimbursement takes place through an invoice and payment process between the University and funding agency via The CSU, Chico Research Foundation. 
Additional Compensation definition from The Chancellor’s Office Additional Employment policy (HR2002-05) 

Additional compensation is for work that is above and beyond the employee’s primary appointment and of a substantially different nature. Additional employment is allowed up to a maximum of 125% time (not salary) for all campus activities, which includes work performed on grants and contracts.
AY Faculty Additional Compensation is separated into monitoring periods as listed below: 

1. Academic year overload

When faculty work over and above their assigned University appointments during the academic year, it is termed “AY overload.”  Faculty are paid for overload at an hourly rate through Foundation payroll.
2. Intersession/Breaks/Summer Salary

When AY faculty are paid for non-academic year work performed outside of their University assignments on a Foundation project during Intersession, Fall and Spring breaks and/or Summer, they are paid at an hourly rate through Foundation payroll.

NOTE: See CSU, Chico calendar at Appendix, page ii.
3. Twelve-month faculty/staff overload

For time worked on funded projects by twelve-month faculty and University staff over and above their regular full-time assignments faculty and staff are paid at an hourly rate through Foundation payroll.  

NOTE: See page 12 for more information concerning additional compensation and the 125% cap.

Consultants/Independent Contractors

Consultants/Independent Contractors (IC) provide guidance or assistance during the performance of the project and are not usually considered sub-awardees.  ICs will perform all services in an independent capacity and submit to the Foundation’s direction and control only as to the result and not the manner or means of accomplishing that result.  ICs understand they are not Foundation employees and are not entitled to any benefits provided by the Foundation to its employees.  (For specific definitions, see page 28.)
Subcontractors/Sub-awardees

Subcontractors or sub-awardees provide service where the performance is measured against meeting objectives of the prime award. (For specific definitions of these terms, see pages 28.)  

Subrecipients

“Subrecipient” is a federal term referred to in the OMB Circulars. It is equivalent to the more common term “subcontractor,” “sub-awardee” or “sub-grantee.” (For a specific definition of this term, see page 28.)  

Stipends

Stipends are generally paid to students or attendees of a class for participation only or to provide support to student interns. Stipends are not for services rendered. An amount paid for services rendered is a “wage” under the IRS regulations and must be paid as salaries and wages. 

Honoraria

Honoraria are payments used to acknowledge guest speakers or lecturers. They are gestures of good will and appreciation. In OMB Circular A-21, honoraria fall under “advertising and public relations,” costs that are unallowable under federal cost accounting standards. Occasionally, however, an honorarium is allowed in the form of a gift, if it is purchased with non-public funds and approved in writing from the funding agency, or if it is paid from a discretionary fund or a campus program account.

Major Programs

Major programs are defined as those requiring an amount of administrative or clerical support significantly greater than the routine level provided by academic departments. Direct charging of administrative or clerical costs may be appropriate where a major program explicitly budgets for administrative or clerical services and the individuals involved can be specifically identified with the project or activity. (See Appendix page vii for a more detailed description of a major program)
II.
General Operating Expenses

General operating expenses cover such items as office supplies, printing/copies, phones, postage, and costs for the final report, as well as inventorial property costing between $500 and $4,999 (e.g., computers, digital cameras), which are secured from a vendor.

Vendor

A vendor is a dealer, distributor, merchant or other seller providing goods or support services required to conduct a project. Vendors typically provide similar goods and services to many different purchasers, and the goods or services provided are used by the prime recipient in the accomplishment of the project goals.  

Vendor services or goods are usually obtained with a purchase order, although some vendors provide their own agreements (e.g., a facility lease agreement). Vendors are not subject to the administrative flow-down requirements of the awarding agency.

NOTE: Only the Office of Research and Sponsored Programs (RESP) personnel can sign agreements with vendors for goods and services purchased through the Foundation on grants, contracts and campus program accounts.
III.
Equipment

Equipment is tangible, nonexpendable property, charged directly to the funded project and having a useful life of more than one year and an acquisition cost of $5,000 or more per unit. Only items that fit this description should be listed under this category. Inventorial property items costing less than $5,000, such as computers, digital cameras, shovels or tools, should be listed under Operating Expenses.

General-purpose equipment is not an allowable cost, except where the items are specifically identified and approved in advance by the funding agency. Examples include office equipment and furnishings, air conditioning equipment, reproduction and printing equipment, motor vehicles, and automatic data processing equipment. General-purpose equipment does not include equipment which is used solely for research, medical, scientific or other technical activities. 

IV.
Travel

For current travel rates, refer to the Foundation travel policy at http://www.csuchico.edu/resp/ select Policies, then Travel Policy. 

V. 
Facilities and Administrative Costs (Indirect Costs)

Facilities and Administrative (F&A) costs are incurred for common or joint objectives and cannot be identified readily and specifically with a particular sponsored project, an instructional activity, or any other institutional activity.

VI.
Cost Share/Match

Cost share funds are resources that are contributed to a sponsored project over and above the support provided by the external sponsor of that project. Mandatory cost sharing requires the University or Foundation or another funding agency to contribute a portion of the project costs as specified by the terms of the award. Voluntary cost sharing is a portion of the sponsored project contributed by the University or Foundation on its own initiative. Because of the difficulty of tracking and reporting voluntary cost share, the Foundation discourages its inclusion in grant and contract proposals. Approval from the Vice Provost for Research or the Director of RESP is required before a commitment of voluntary cost sharing can be submitted to a funding agency.

Cost Share may take the following forms:

In-Kind Match

The value of services, equipment or products contributed by the campus or another funding agency (third party) to a sponsored project in partial support for the project is in-kind match to the project. Such support is in addition to the funds provided by the external sponsor of the project.

Cash Match

Funds recorded on the Foundation books in support of a grant or contract awarded to the Foundation are cash match. These funds are usually committed in a formal engagement agreement or cash agreement with the Foundation and require the signature of the contributor of the funds. These funds are treated as any other funded award received by the Foundation.

Other Program Support

Other program support is an amount shown on non-federally funded projects that contributes to the total amount of funding available to support a program. Other program support is shown for information purposes only; the Foundation does not maintain supporting documentation. 

Federal documents governing budgets

Federal Office of Management and Budget (OMB) Circulars

The OMB Circulars are Federal documents containing the rules and guidelines for costs and audits associated with grants and contracts. The three OMB Circulars that are of special importance to colleges and universities are described below. 

Circular A-21 “Cost Principles for Educational Institutions”

Because The CSU, Chico Research Foundation is an auxiliary of an institution of higher education, it is required to follow OMB Circular A-21 “Cost Principles for Educational Institutions” in the administration of any award. This circular establishes principles for determining costs applicable to grants, contracts and cooperative agreements from federal agencies. 

Circular A-110 “Uniform Administrative Requirements for Grants and Cooperative Agreements”

This circular is the foundation of administrative requirements for federal grants and cooperative agreements to nonprofit and educational institutions. However, each federal agency has its own Code of Federal Regulations (CFR) section that describes the agency’s regulations implementing A-110. The Code of Federal Regulations is extensive. Some agencies have their own manuals, such as “EDGAR” (34 CFR parts 74,75,76,77,79, 80,81,82,85 and 86) for the U.S. Department of Education. Therefore, if a CFR/Agency Manual is cited in a grant or cooperative agreement, it is necessary to follow this set of supplemental regulations. 

Circular A-133 “Audits of States, Local Governments and Non-profit Organizations”

This Circular is a guide to auditing federal programs. States, local governments, and non-profit organizations who receive federal funding exceeding $500,000 per year are required to have an annual A-133 audit. The audit’s focus is to determine whether the organization has adequate internal control systems and is managing its federal awards in compliance with applicable laws and regulations.  

This circular also requires the Foundation to monitor its subrecipients to ensure they are in compliance with federal laws and regulations. If a subrecipient has under $500,000 per year in federal awards, an A-133 audit is not required; however, it is still the Foundation’s responsibility to monitor the activity of the subrecipient. 

Federal Acquisition Register (FAR):

FAR requirements apply to all federal contracts as opposed to grants and cooperative agreements referred to in OMB Circular A-110. Various agencies have created supplements to FAR, such as NASA-FAR and D-FAR. FAR updates are published daily in the Federal Register.  

OMB Circulars can be found at http://www.csuchico.edu/resp/policy/policies.shtml.

