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1.0.
SERVICE CENTERS

Definition:

As of October 1, 2001 the following definitions and criteria for service centers at BMC will be in effect. 

1. Definitions of Service Centers.  Service centers are operating units within the Institution that provide a service/group of services or products within the research community when they cannot be performed effectively or cost effectively by external vendors.  These operating units are funded through charges to users at a nondiscriminatory rate, and based upon actual costs.  

2. Types of Service Centers. At BMC there are two types of service centers: a) Specialized Service Facility (SSF) and b)  Normal Service Facility.

a) Specialized Service Facility (SSF).  A specialized service facility is defined in the federal regulations as one in which the rate is based upon direct costs and institutional overhead, such as building depreciation, operations & maintenance (utilities, custodial, etc.), and general administrative costs (payroll, purchasing, etc).  An example of an SSF is an Animal Care Facility.  

A SSF has the following characteristics:

· An annual budget of $1,000,000 or more;

· Large capital investment required;

· Highly complex, limited customer base;

· Services cannot be efficiently obtained externally;

· Achieves break-even over the long-term.

b) Normal Service Facility.  Normal Service Facilities charge users within the research community a rate based upon actual incurred direct costs (only). 

In general, Normal Service Facilities have the following characteristics:

· An annual budget of $25,000 to $999,999;

· Stable volume of service; 

· Multiple client groups/sources of funds; and 
· Direct costs, such as salaries and wages, payroll expenses, supplies, services and equipment depreciation expenses, are charged to users through a product or service rate.
Purpose:

In order to efficiently and cost effectively support ongoing research activities, there are several service centers at Boston Medical Center (BMC) which are available to the Boston University Medical Center (BUMC) research community.  To comply with federal rules and regulations regarding charging federal grants and contracts, BMC's Service Center Policy establishes a consistent method of costing and allocating these services within the institution.


BMC's Service Center Policy is designed to protect the institution from adverse outcomes which may affect future grant applications, and prevent BMC from having to reimburse the government for overcharges to Federal grants and contracts.  

Guiding Regulations:

The following guideline is from the “Code of Federal Regulations” (45CFR74, Appendix E, section 38), entitled “PART 74--UNIFORM ADMINISTRATIVE REQUIREMENTS FOR AWARDS AND SUBAWARDS TO INSTITUTIONS OF HIGHER EDUCATION, HOSPITALS, OTHER NONPROFIT ORGANIZATIONS, AND COMMERCIAL ORGANIZATIONS; AND CERTAIN GRANTS AND AGREEMENTS WITH STATES, LOCAL GOVERNMENTS AND INDIAN TRIBAL GOVERNMENTS;  Appendixes E to Part 74--Principles for Determining Costs Applicable to Research and Development Under Grants and Contracts With Hospitals. “

38. 
Specialized service facilities operated by a hospital. 

a. The costs of institutional services involving the use of highly complex and specialized facilities such as electronic computers and reactors are allowable provided the charges therefore meet the conditions of (b) or (c) below, and otherwise take into account any items of income or federal financing that qualify as applicable credits under paragraph III-E. 

b. The costs of such hospital services normally will be charged directly to applicable research agreements based on actual usage or occupancy of the facilities at rates that (1) are designed to recover only actual costs of providing such services, and (2) are applied on a nondiscriminatory basis as between organized research and other work of the hospital including commercial or accommodation sales and usage by the hospital for internal purposes. This would include use of such facilities as radiology, laboratories, maintenance men used for a special purpose, medical art, photography, etc.

c. In the absence of an acceptable arrangement for direct costing as provided in (b) above, the costs incurred for such institutional services may be assigned to research agreements as indirect costs, provided the methods used achieve substantially the same results. Such arrangements should be worked out in coordination with all government users of the facilities in order to assure equitable distribution of the indirect costs.

The Office of Management and Budget Circulars A-21 and A-122 sets forth the principles for determining whether costs are direct or indirect, and allowable or unallowable as they pertain to Federally sponsored projects.  OMB Circular A-21 also contains the appropriate cost accounting standards.

Service centers must comply with the following Cost Accounting Standards (CAS) Board issued cost accounting standards.

· CAS 501:  Be consistent in estimating, accumulating and reporting costs;

· CAS 502:  Allocate costs incurred for the same purpose, in like circumstances, as either direct or indirect costs.  The purpose of this standard is to ensure each type of cost is allocated only once to any grant, contract or other cost objective;

· CAS 505: Unallowable costs must be identified and excluded from billings, claims, or application to a government sponsored agreement;

· CAS 506:  Consistently use the same cost accounting period for cost estimating, accumulating and reporting.

Policy:


BMC's Service Center Policy is in compliance with the U.S. Office of Management and Budget (OMB) Circular A-110, which contains uniform administrative requirements for grants and other agreements with institutions of higher education, hospitals, and other non-profit organizations, and the U.S. Department of Health and Human Services OASC-3 (cost principles).  OMB Circular A-110 can be accessed on the internet at: http://www.whitehouse.gov/omb/circulars/a110/a110.html.  Since future Federal regulations for colleges and universities may also apply to hospitals in the near future, BMC's policy is also in compliance with OMB Circular A-21 (cost principles for colleges and universities–see above--http://www.whitehouse.gov/omb/circulars/a021/a021.html).  Compliance in all these areas is to assure stewardship of federal and hospital funds, and it is of the utmost importance that service centers at BMC consistently comply with BMC's Service Center Charge Out Policy.

The specific objectives of this policy are to:

· Provide billing rate development methods in accordance with OMB Circular A-21 for recovery of the expenses necessary for providing the products and services;

· Ensure all costs are allowable, identifiable, reasonable, and consistently charged;

· Establish procedures for annual submission and approval of billing rates.  This includes changes in billing rates or methodologies used to compute the rates, including mid-year changes;

· Ensure that service centers maintain all records necessary to support and document their operations and billing rates in accordance with OHSU record retention requirements.

Procedures:

1. Establishing a Service Center.   If your department or division wants to establish a Normal Service Center, the first step is to call the Associate Director of Grants Administration, Post-award, at 4-2880 to discuss the process.  Next, a written proposal must be submitted with the following information:

· Service center name;

· Purpose of the service center and description/list of potential users;

· Annual Budget;

· List of products/services that will be provided;

· Billing rates including calculations and methodologies used for determining these rates;

· Funding source to subsidize an unexpected or unrecoverable deficit;

· The name, title and signatures of the service center manager and the person responsible for the financial affairs.

· If DOM, approval by Cynthia Abreau

At the end of this section are sample forms that you can use for this process. 

2.
Service Center Rate Components

a) Institutional Overhead Costs:  Institutional overhead expenses should be included in Specialized Service Facilities (SSF) rate calculations since SSF’s will be allocated their share of these costs.  Internal overhead cost include:

· Building depreciation;

· Operations & maintenance;

· General Administrative Expenses.

NOTE:  Overhead expenses can also be included in the rates that Normal Service Centers charge external users (see below).

b) Direct Costs:  For both Service and Specialized Service Facilities, the following direct costs may be included in establishing their rates:

· Salaries and wages of employees directly involved in the service center operations;

· Fringe Benefits;

· Supplies and materials necessary to operate the service center.  Expenses can include office and administrative supplies, telecommunications, postage, copying, travel.  Unallowable costs may not be recovered through billing rates;

· Rental and service contracts;  and

· Depreciation.  Per OMB Circular A-21, Section J.16, capital equipment expense may not be included in rate calculation.  However, the expense may be recovered over the life of the asset by including equipment depreciation in the billing rates.  The equipment must be clearly assigned to the service center and used for providing its products/services.  Equipment purchased with Federal funds can not be included in the billing rate.

3. Billing Rates and Rate Development.  To comply with Federal regulations, billing rates must be non-discriminatory and cost based.  Internal users are to be charged the same rate for the same level of service provided in the same circumstance.  Internal rates must be equal to or lower than external rates.  External users may be charged a higher rate to include the institutional overhead costs of the service center.

Service center rates are based on the allowable costs of providing the product or service.  Costs must be allowable, reasonable, identifiable, and consistently treated.  Rate development must take into account the prior years’ surplus (above and beyond the allowable working capital reserve), or the prior years’ deficit.  Excess inventory purchased, but not consumed during the year should be excluded from billing rates as well as subsidies received from the department or institution.  

A service center that provides multiple services or products shall establish multiple rates that, in aggregate, recover the total costs of the center.  In this case, direct and indirect costs must be allocated among the services in a logical and consistent manner.

One of the following methods may be used to calculate rates:

· Actual costs of the previous year;

· Estimated budget for the upcoming fiscal year;

· A combination of the above.

All service center billing must be timely, accurate, and includes adequate documentation.    Billing rates must be reviewed mid-year (see below) to ensure that the service center is operating on a breakeven basis.  Also at the beginning of each fiscal year, the service center manager must submit the center’s proposed rates and operating budget to their Grant Accountant for approval.  This process occurs even if the service center is not proposing any rate changes.  Approved rates are used throughout the entire fiscal year, unless an approved change occurs (see below).

4. Mid-Year Rate Review and Year-End Close-out.  Service center managers should evaluate their center's fiscal position monthly, and conduct a comprehensive mid-year rate review with their Grant Accountant to ensure that a service center is within 5% of a break-even at year-end.  If it appears a service center will not break even (+/-5% of annual gross expenditures) using the previously approved rates, the manager should request a rate change during the year.  Rates can  not be adjusted retroactively.  Approval of a rate change, and its effective date will be confirmed in writing to the requesting department.  The Associate Director is responsible for approving mid-year rate changes for each service center in accordance with BMC and government policies. 

All unexpected or unrecoverable deficits must be covered by the Division or Department.  An activity number must be indicated on the “Service Center Set-up Sheet” prior to establishing a service center account.

5. Record keeping and Record Retention.  Service center charges are subject to audit as long as the grants or contracts they charge (either directly or indirectly) remain subject to audit.  Service center managers are responsible for keeping records in good order to support an audit. 

6. Individual Service Center Forms.  Each service center uses its own forms.  Users should contact the service center managers for forms and fee information regarding services and/or products.

7. Complaints.  Users who have complaints regarding any service center at BMC should contact the service center managers.  Service center managers should inform Department heads of all service center matters.

Form 1:
Service Center Set up Sheet



Form 2:
Proposed Annual Budget
Form 3:
Rate Schedule






