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Marilyn Taylor, Associate VP, Finance & Administration







Define Supplemental Compensation
Understand the requirements and approval process for 
sponsored accounts
Know where to find resources







Simple definition
Compensation received from employment that 
is in addition to the regular, ordinary salary or 
wages.


Uniform Guidance definition
§200.430 Compensation—personal services



https://www.ecfr.gov/cgi-bin/text-idx?node=se2.1.200_1430&rgn=div8





Employee Eligibility


 Employment Type / 
Appointment Period 
Visa Status
 E-Verify


Cost Allowability


Account Status
 Sponsor Limitations
Hourly Rate


University Limitations







Faculty / Appointed
Academic vs. Fiscal 


Appointments


Classified Staff Graduate Students







Yes No


Faculty / Appointed Personnel







Yes, 
Proceed


Academic 
Summer & Winter Break


Fiscal
N/A


Faculty / Appointed Personnel







Yes, 
Proceed


Academic 
Summer & Winter Break
464 hours total
Hourly Rate for Institutional Base 
Salary for preceding academic year


= IBS x 0.00072


Fiscal
N/A


Faculty / Appointed Personnel







Proceed 
with 
Caution


Supp Comp generally not
allowable for Fiscal or 
Academic faculty, unless the 
work is above and beyond 
normal duties, across 
departmental/college lines, 
and specifically budgeted or 
approved by sponsor


Faculty / Appointed Personnel







Proceed 
with 
Caution


If allowable


Fiscal – Max 176 hours per 
fiscal year


Academic – Part of Max 464 
hours per Academic Year


Faculty / Appointed Personnel







Proceed 
with 
Caution


Alternatives to Supp Comp
Component of Pay
Change in FTE
Change in effort 
allocation via Position 
Distribution


Faculty / Appointed Personnel







Staff
Not an employee on the award


Outside of duties/different line 
of work


Graduate Associates
Consult GA manual and grad college


Max FTE for GA is .66


SPCS does not review







Visa Status
Citizen
Permanent Resident
Office of Global Initiatives approval for other 
statuses
Attach OGI approval to supp comp request
https://global.arizona.edu/international-
faculty/immigration-services







Employment Eligibility Verification is required for 
each employee assigned to a contract including 
this clause
SPCS cannot approve supp comp until we comply


University has 90 calendar days after date of 
contract award or 30 days after assignment to 
the contract, whichever date is later







Funding plan to include
Account Numbers
Dates for each account
Hours for each account
 Include information for entire supp comp period
 Include in Supp Comp request
Attachment (preferred)
Approver comments 
Job description











Account Dates and Balances
Backstop?
NSF – 2-month/310 hour limitation
NIH/HHS Salary Cap – Max $103.84 / hour
Cost share amount over cap
OR pay at cap rate


https://rgw.arizona.edu/administration/build-budget/budget-categories/Salaries-and-
Wages/HHS-Salary-Cap



https://rgw.arizona.edu/administration/build-budget/budget-categories/Salaries-and-Wages/HHS-Salary-Cap





 As a general policy, NSF limits the salary compensation requested in the 
proposal budget for senior personnel to no more than two months of 
their regular salary in any one year.


 Under normal rebudgeting authority, a grantee can internally approve an 
increase or decrease devotion to the project after an award is made, 
even if doing so results in salary support for senior personnel exceeding 
the two-month salary policy.


 No prior approval from NSF is necessary as long as that change would 
not cause the objectives or scope of the project to change. NSF prior 
approval is necessary if the objectives or scope of the project change.


 IF rebudgeting please attach Investigators justification to supp comp 
request https://www.nsf.gov/pubs/policydocs/pappg18_1/pappg_2.jsp#IIC2gia



https://www.nsf.gov/pubs/policydocs/pappg18_1/pappg_2.jsp#IIC2gia





•Fiscal - 1/12 of annualized salary 
•Academic - 1/3 of annualized salary 


Authorized Earnings Per Year 


•Fiscal - Annualized salary / 2096 (Summer 2019)
•Academic - Annualized salary * .00072 


Supp Comp Hourly Rate Formula







Outside of Appointment Period?
If not, are criteria met for paying during appointment 
period?


Is the person eligible based on Visa and E-Verify status?
Is appropriate hourly rate used?
Is the request within authorized earnings and supp 
comp calendar dates?
Is the funding plan appropriate?
Account Status (Dates, Balances, Backstop)
If NSF, within 310 annual hours?
Is NIH/HHS, paid at cap rate ($103.84/hr) or is the 
amount over the cap cost shared?







Workforce Systems
https://hr.arizona.edu/workforce-systems/other-
compensation/supplemental-compensation


Research Gateway
https://rgw.arizona.edu/administration/build-
budget/budget-categories/Salary-and-
Wages#SupplementalComp



https://hr.arizona.edu/workforce-systems/other-compensation/supplemental-compensation

https://rgw.arizona.edu/administration/build-budget/budget-categories/Salary-and-Wages#SupplementalComp
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Supplemental Compensation Schedule 
2019 Summer / Appointed Personnel 
 


  Pay Period  Supplemental Comp Dates Allowable Hours (Days) Total Hours 


05/20/2019 - 06/02/2019 
05/20/2019 – 05/26/2019 
05/27/2019 – 06/02/2019 


 


             40 hours (M - F) 
32 hours (T, W, TH, F) 


 


72 


06/03/2019 – 06/16/2019 
06/03/2019 – 06/09/2019 
06/10/2019 – 06/16/2019 


 


40 hours (M - F) 
40 hours (M - F) 


 


80 


06/17/2019 – 06/30/2019 
06/17/2019 – 06/23/2019 
06/24/2019 – 06/30/2019 


 


40 hours (M - F) 
40 hours (M - F) 


 


80 


07/01/2019 – 07/14/2019 
07/01/2019 – 07/07/2019 
07/08/2019 – 07/14/2019 


 


32 hours (M, T, W, F) 
40 hours (M - F) 


 


72 


07/15/2019 – 07/28/2019 
07/15/2019 – 07/21/2019 
07/22/2019 – 07/28/2019 


 


40 hours (M - F) 
40 hours (M - F) 


 


80 


07/29/2019 – 08/11/2019 
07/29/2019 – 08/04/2019 
08/05/2019 – 08/11/2019 


 


40 hours (M - F) 
40 hours (M - F) 


 


80 
 


GUIDELINES & CRITERIA FOR APPOINTED PERSONNEL 
Hours & Earnings Guideline FISCAL  ACADEMIC  


Authorized Hours Per Year 176 464 


NIH Salary Cap N/A 464 with hourly rate of $103.84 
without departmental match 


NSF 2/9 of Academic Annual Salary N/A 310 of the 464 (464 with NSF 
approved budget) 


Authorized Earnings Per Year 1/12 of annualized salary 1/3 of annualized salary 
Supp Comp Hourly Rate  Formula Annualized salary / 2096 Annualized salary * .00072 
Maximum Hours Per Pay Period N/A N/A 
• Foreign Nationals: Immigration status may affect supplemental compensation eligibility.  Direct visa related 


questions and requests to the International Faculty & Scholars office at (520) 626-6289. 
• Submit all Supplemental Compensation requests for Appointed Personnel in UAccess Employee, Manager Self-


Service.    
• If you have questions, please contact Workforce Systems at (520) 621-3664. 
 
NOTE:  Faculty salaries paid on federal award must be in compliance with federal regulations.  OMB Uniform 
Guidance (2 CFR 200) doesn’t normally allow supplemental compensation during the academic or fiscal 
appointments.  Exceptions must be specifically provided for in the agreement or approved in writing by the 
sponsoring agency.  Please contact Sponsored Projects at (520) 626-6000 for questions regarding payments on 
federal awards. 


 








Facilities & 
Administrative Cost







What is F&A?


• Facilities and Administrative (F&A) costs are 
reimbursements from sponsored awards for the following types 
of activities.


• Facilities – costs of research buildings, equipment, operation, and 
management.


• Administration – costs of general, departmental, and student 
administrative support.







Federal Guidelines


• 2 CFR 200 - “Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards”


• Department of Health and Human Services – Cost 
Allocation Services is our cognizant agency







Evolution of F&A Policies: 1940 to Present


1940s-50s
ONR1 and 
DHEW2


began paying 
for F&A


1960s
Most federal grants
capped F&A recovery 
(originally at 8%, then 
15%, then 20%)


1958
OMB3 Circular 
A-214 first 
issued


1966
NIH5 cap removed, 
HHS6 established 
capacity to review and 
negotiate F&A rates


1970s-80s
Growing controversy 
among legislators over 
“spiraling” costs and lack 
of specific regulations


1979
Overhaul and 
tightening of Circular 
A-21 and switch to 
MTDC7 base


1990s
Whistleblower allegations 
and stories of misuse 
prompt four major 
revisions of A-21


1993
Administrative 
cap imposed 
at 26%


2014
Uniform 
Guidance8


issued


2017
Proposed 
10% cap 
on F&A


1) Office of Naval Research
2) Department of Health, Education, and Welfare
3) Office of Management and Budget
4) Cost Principles for Educational institutions
5) National institutes of Health
6) Department of Health and Human Services
7) Modified Total Direct Costs (excludes equipment, capital expenditures, charges for patient care, rental 


costs, tuition remission, scholarships and fellowships, participant support costs and the portion of each 
subaward in excess of $25,000)


8) Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards


A Brief History of F&A


Source: Cornell University, Facilities and Administrative Cost Recovery: Past, Present and Future.



http://casc.org/resource/resmgr/docs/2017_fall_meeting/Silber_FA_CASC_Fall_2017.pptx





How is F&A Determined?


Charging
• Negotiated rate is applied to subset of the 


direct costs of each research project
• Negotiated federal F&A rate is used for all 


agencies—universities don’t negotiate 
different rates for different agencies


Negotiation
• F&A rates are submitted to and rigorously 


reviewed by the university’s “cognizant 
agency” (DHHS2 )


• University and cognizant agency negotiate a 
rate normally effective for 2-5 years


Rate-Setting Process


53%
Average negotiated F&A rate
for universities across the 
United States


20-85%
Range of F&A rates across 
the United States


53.5%
University of Arizona’s 
negotiated F&A research rate


Calculation
• Universities use rules defined by 


OMB1 and audited financial data
• Rate is based on an average for the 


institution


F&A Cost and Rate Trends


1) Office of Management and Budget
2) Department of Health and Human Services







Why have F&A rates?
• Cost recovery:


• Permits an institution to recover real indirect costs on 
awards


• F&A returns indirect costs already incurred by the 
institution


• Establishes common rates for similarly classified projects







How Does F&A Benefit U of A?
Our Current Approach


Distribution Policy
• 75% central administration
• 25% colleges and 


departments


U of A Initiatives
• Research infrastructure 


obligations
• RDI allocations (startup 


packages, bridge funding, 
equipment matching 
obligations, etc.)


Reinvestment Strategies


Cover costs already 
incurred


Purchase new equipment


Seed new projects


Strategic Importance


≈ $81M
Total amount of F&A U of A 
recovered from all sources 
in 2018


F&A funds have
become the largest
and most important 
internal source of 
research support


F&A is a flexible 
funding source
since there are few 
restrictions on how 
returns can be used


Support faculty start-up 
costs


Upgrade facilities


Bolster research support 
services







Administrative Cap


The total of administrative components 
cannot exceed 26% of Modified Total 


Direct Costs (MTDC)







F&A Proposal Preparation Phase


• Timeline: 1-1 ½ calendar years
• Groundwork
• Engage campus
• Multiple consultants:


• High-level project management 
input


• Updating campus utilities system 
(metering) model


• Updating/improving quality of the 
University’s building 
componentization data


• Updating library special library 
utilization data


• Providing space survey and 
consultation to Planning Design & 
Construction (Space 
Management) during the base 
year







F&A Proposal Internal Review Phase
• Extensive reviews


 Key University parties
Executive Management


VP for Research (RDI)
Senior VP for Academic Affairs (Provost’s Office)
Senior VP for Business Affairs


Sponsored Projects & Contracting Services
External Consultants


• Presentations to key campus committees







Federal Review/Audit & Negotiation Phase


• Focus: On-Campus Organized 
Research rate


• Desk review/audit phase
 Timeline: 2-3 calendar 


months
• Site review


 Timeline: 2 calendar days
• Negotiation phase


 Timeline: ½ - 1 calendar day 


• Follow-up phase
 Timeline: 2 calendar weeks
 Agree to F&A component 


rates for each F&A rate
 Feds develop and forward 


new rate agreement for UA 
signature







How do proposed and negotiated rates 
compare?


Indirect Cost Group


Administrative Proposed Negotiated
   General & Administration 6.50% 5.80%
   College/Departmental Administration 9.60% 17.40%
   Sponsored Projects Administration 3.20% 2.80%
   Student Administration & Services 0.00% 0.00%
Subtotal for Administration 29.20% 26.00%
Difference
Indirect Cost Group
Facilities Proposed Negotiated
    Building Depreciation 5.70% 4.60%
    Equipment Depreciation 3.10% 3.00%
    Interest Expense 3.90% 3.50%
    O&M 16.10% 14.30%
    Library 2.10% 2.10%
Subtotal for Facilities 30.90% 27.50%
Difference
On-Campus Rate 60.10% 53.50%
Difference


FY’s 2017-20


3.20%
FY’s 2017-20


3.40%


6.60%
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Recovery Challenges


Total F&A unrecovered 
by all institutions in 


FY17 


$5B+
Average effective F&A 


recovery rate


34%


Federally-negotiated rate 
is always lower than 
actual costs


Some federal agencies 
cap F&A (e.g., USDA)


Some non-federal 
sponsors only offer 
reduced or no F&A
(e.g., foundations)


Administrative portion of 
F&A is capped at 26%


53.5%
Negotiated 


Rate


35%
Effective 
Recovery 


Rate


University of Arizona


National Outlook







Guidelines: 
• Use the federally negotiated F&A rates 
• Sponsor stipulations : must be formally published and 


applicable to all applicants


Requesting waivers: 
• Don’t. 


F&A on Proposals/Waivers







F&A Waiver Justifications


Must demonstrate benefit to the University’s mission. 


Bad Justifications:
• Sponsor can’t afford the project if they have to pay
• We don’t have enough budget to conduct the project if we have to pay 
• This project doesn’t use (fill in the blank), so we shouldn’t have to pay  







• Must have the approval of the dept/college 


• Are not blanket for activities 


• Require updates every ~5 years (no more letters signed by 
VPR in 1996) 


• Usually cannot receive same-day review/approval 


More on waivers







F&A Distribution Process


25% of the F&A earned is distributed quarterly to the college.  


Distribution is based on the most current finalized routing 
sheet as of the end of the quarter being distributed.







UAR Proposal Routing Sheet







Analytics:
Research > Trending >


Quarterly Allocation by F&A 
Fiscal Year - Details















• The distribution was routed incorrectly and my department didn’t get 
the F&A allocation…how do I correct?


• Snapshots are taken at the end of each quarter containing the distribution 
percentages and we cannot go back in time to change.  However, if a new 
routing form is finalized before the next quarter, the mistake can be corrected 
going forward.  


• The only workaround to correct past quarterly allocations is to create 
new financial  accounts with the correct distribution and initiate 
expenditure transfers from the old accounts to the new accounts. 







Myths
Indirect costs are 


not real costs


They are legitimate 
verifiable costs


Indirect costs are 
“profit”


“Profit” is explicitly 
prohibited by 
Federal regulations







Myths
● “My project is different.” Or, “My 


project doesn’t need (or use) F&A 
support to the same degree as other 
projects.” Or, “Indirect cost charges 
to my project should be based my 
project’s unique circumstances.”


 Federal rules limit us to developing “average” F&A rates that 
apply across the board


 It’s impractical to calculate F&A on a project-by-project basis







Myths


“The UA’s ON-Campus Research Rate is too high!”


• We typically 
have been in 
the middle of 
our official, 
ABOR-
designated peer 
group


• Average 
negotiated F&A 
rate for 
universities 
across the 
United States is 
53%







Additional Resources
● Rand Corporation:


 History of the Cost Principles: http://www.rand.org/content/dam/rand/pubs/monograph_reports/MR1135-
1/MR1135-1-appa.pdf


● Council on Governmental Relations (COGR):


 Costs of Federally-Sponsored Research: 
http://www.cogr.edu/sites/default/files/Costs%20of%20Research%20Infographic%20170523_0.pdf 


 Federally Funded Academic Research Costs: http://www.cogr.edu/sites/default/files/COGR%20One%20Pager.pdf


 Primer on F&A and Research Operating Costs: http://www.cogr.edu/sites/default/files/1FA_2017_PRIMER.pdf


 Frequently Asked Questions about Facilities and Administrative (F&A): 
http://www.cogr.edu/sites/default/files/FA_FAQ_FINAL.pdf


 Talking points – developed after Secretary of HHS raised concerns about F&A costs during recent Congressional 
appropriations hearings for NIH: http://www.cogr.edu/sites/default/files/2FA%20Talking%20Points_0.pdf



http://www.rand.org/content/dam/rand/pubs/monograph_reports/MR1135-1/MR1135-1-appa.pdf

http://www.cogr.edu/sites/default/files/COGR%20One%20Pager.pdf

http://www.cogr.edu/sites/default/files/COGR%20One%20Pager.pdf

http://www.cogr.edu/sites/default/files/1FA_2017_PRIMER.pdf

http://www.cogr.edu/sites/default/files/2FA%20Talking%20Points_0.pdf

http://www.cogr.edu/sites/default/files/2FA%20Talking%20Points_0.pdf
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FACILITIES AND ADMINISTRATIVE (F&A) COSTS FACT SHEET 


Financial Services Office | Financial Management 
USB | 888 N Euclid Ave | Tucson, AZ 85719  
520-626-2718 | ratestudies@fso.arizona.edu 
  


 
 
Facilities and Administrative (F&A) costs represent the infrastructure and operations costs that support the research enterprise 
at the University of Arizona. Similar to the overhead costs of a business, F&A costs are real costs incurred in conducting and 
running the U of A’s research program. Because of the administrative burden that would be required to determine such costs for 
each of the thousands of projects being carried out at each university, the federal government allows us to average the costs by 
major function and charge a single rate. We, in turn, apply these same rates to non-government research programs.
 
 


 


DIRECT COSTS VS. F&A COSTS 


DIRECT COSTS are funds used by the Principal Investigator 
to pay for the costs of conducting the research including: 


• Salaries and benefits for researchers 


• Award-specific supplies 


• Award-specific equipment 


• Travel to conferences 


• Publication costs 


 
F&A COSTS are funds used to maintain the University’s 
research infrastructure, including: 


• Facilities maintenance 


• Utilities 


• Amortized cost of the research facility 


• Department/school/college administrative costs 


• Research support offices 


• Proposal submission and approval 


• Purchasing services 


• Payroll services 


• Invoicing services 


• Accounting services 


• Reporting services 


• Human Resources 


• Compliance (such as approval and monitoring of 
research involving human subjects, animals, or toxic 
chemicals) 


 


 


 


 


 


 


 


 


 


DETERMINING F&A COSTS 


The basic procedures for determining F&A costs are: 
1. Calculate Total Direct Costs (TDC) for all direct costs 
2. Calculate exemptions (capitalized equip, tuition, etc.) 
3. Deduct exemptions from TDC to determine the 


Modified Total Direct Costs (MTDC) 
4. Multiply the MTDC by the U of A’s current F&A rate to 


determine F&A costs 
$150k TDC - $50k Exemptions = $100k MTDC 
$100k MTDC x 53.5% F&A Rate = $53.5k F&A costs 
$150k TDC + $53.5k F&A costs = $203.5k 
 


 
 
 


F&A RATES THROUGH FY20 


 RES             INS                 OSA 
 


On-campus:  53.5%             50.0%          47.0% 
Off-campus:     26.0%             26.0%          26.0% 
 
• These are not the full set of F&A rates. Different rates may apply, check 
https://www.fso.arizona.edu/rate-studies/fa-overview 


 
 
 
 


F&A COST RATE CALCULATION 


F&A cost rates are based on the U of A’s actual operating 
costs. Using guidelines provided by the federal government, 
the U of A assesses its F&A cost on a regular basis. Once all 
the F&A costs are determined, the U of A determines the 
portion of costs that are related to research (e.g. building 
costs for research space, sponsored project support, library 
and Human Resource cost pools, etc.). Every four to five 
years this information is reviewed by the federal government 
during F&A rate negotiations. 
 
 
 



https://www.fso.arizona.edu/rate-studies/fa-overview
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College/Dept 
Administration, 37%


General 
Administration, 


12%


Sponsored Projects 
Administration, 5%


Building Depreciation, 8%


Equipment Depreciation, 
5%


Interest, 6%


Library, 4%


Operations and 
Maintenance, 24%


BREAKDOWN OF F&A COSTS FOR ON-CAMPUS RESEARCH


Facilities Costs                                                          Administrative Costs


**Based on FY12 expenses





