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1. Purpose of this Policy

On July 26, 1993, the (Federal) Office of Management and Budget issued
regulations which limit those instances wer e administr ative type costs may be char ged
asadirect cost to grantsand contracts awarded by Federal agencies.

These limitations apply to both salary and non-salary costs. The University has
issued a separate policy to deal with thetreatment of clerical and administrative
salaries. Thispolicy isissued to implement the new Federal rules pertaining to non-
salary costs, which take effect on July 1, 1994, and set forth guidance on when such
expenses may, and may not, be directly charged to Federal awards.

2. Background

Asarecipient of Federal awards, the University is obliged to comply with numerous
rules and regulations promulgated by Federal agencies. Those agenciesinclude the
Office of Management and Budget (OMB), which setsforth broad policies governing
grant and contract financial administration, aswell as numerous individual agencies
which award grants and contracts, such asthe Public Health Service (PHS), and the
National Science Foundation (NSF), which have their own agency-specific regulations
for administering grantsand contracts. Over thelast two years, there hasbeen a
great deal of regulatory change aimed at limiting the costs which may berecovered
either directly or indirectly through Federal grantsand contracts. Recently, the
OMB revised its Circular A-21, Cost Principlesfor Educational | nstitutions, which
setsforth principlesfor determining direct and indirect costs applicable to federally
sponsored grants and contracts. Among the changesto the Circular isthe addition of
new language prescribing the types of costs which should normally be treated as
indirect costs, and therefore not customarily directly charged to Federal awards. The
Circular specifically includes office supplies, postage and member ships as costs, which
fall in thislatter category.

3.0bjective of the palicy

In promulgating this policy, the University aimsto insure that it complies with the new
provisions of revissd OMB Circular A-21 governing the allowability of administrative
expenses as direct charges:

by communicating the new Federal rules
by providing guidance to faculty and staff in the application of theserules
by setting forth levels of responsibility for ensuring compliance with theserules



4. Effective Date

This policy will be effective for all grant and contract awar ds (including continuation
awar ds) made to the University by Federal agencies commencing on or after July 1,
1994.

5. Applicability

This policy governs every instance wher e any expenditure, or portion thereof, for
office supplies, postage, member ships or similar administrative-type cost, isto be
charged to a Federal grant or contract, whether awarded directly to Columbia asa
primerecipient, or indirectly through a sub-agreement from another institution. It
does not limit the support of such costs from non-federal awardsor other funding
sour ces; consult the policies of those agencies for such guidance.

6. Federal Requirements
Section F.6.b. of OMB Circular A-21, captioned Departmental administration expense
setsforth the new requirements. The section indicatesthat:

" gpecial care should be exercised to ensurethat costsincurred for the same
purposein like circumstances are treated consistently as either direct or indirect
costs."

" Items such as office supplies, postage, local telephone costs, and member ships
shall normally betreated asindirect costs.”

The Univer sity's telecommunications offices currently charge all telephone costs
directly to all users. Thisapproach conformsto the requirements set forth above, and
accor dingly, chargesfor local telephone, along with all other telecommunications
costs, should continue to be directly charged to all users, including, where appropriate,
Federal grantsand contracts.

7. Policy
In accordance with the Federal regulations, routine chargesfor administrative-type

costs such as office supplies, postage and member ships may not be charged directly to
Federal grantsand contracts. There are, however, two major exceptionsto this

policy:

(&) the costs for office supplies, postage, member ships and similar costs relate
specifically to the technical substance of the project.

(b) the nature of the work performed under a particular project requires an
unusually high level of such costs.

Theprincipal investigator and the academic department areresponsblefor insuring
that only those administrative costs which are allowable in accor dance with this policy
are charged to gover nment grants and contracts.

8. Requirementsfor Charaging These Costs Directly to Federal Grants and Contracts

Thejudgment asto whether adirect chargefor thesetypes of costsisappropriate
for a particular award must be based on a factsand circumstancestest, which



consider sthe needs of the science; accordingly, such judgment can only be made by
the principal investigator.

In most cases, the principal investigator should be able to anticipate these
expenditures, and accor dingly, they should be explicitly budgeted. Agency approval
will be assumed if the expenditures are budgeted and not specifically denied in the
notice of grant award or in related correspondence from the agency to the Univer sity.
Approval by the funding agency will be deemed to satisfy the Federal criteriafor
directly charging these coststo grantsor contracts.

Wherethe need to incur such costsdirectly on Federal grantsor contracts has not
been anticipated, and ther efore not included within the project budget, the principal
investigator must obtain written approval from the funding agency before charging
those coststo a federal grant or contract.

9. Exception to the Policy

Thispolicy does not apply to Institutional National Resear ch Service or any similar
awardswhich provide a fixed allotment of fundsfor institutional discretionary
spending to support resear ch training and which do not require discr ete budgeting of
theinstitutional support expenses.

10. Questions about the Policy

Questions about the application of this policy should be addressed to the Associate
Controller for Restricted Funds at extension 4-1050.



