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SUBJECT: 	 N_ Facilities and Administrative Costs (Indirect Costs) Rate Ag........nt /If 

Every few years Southern University and A&M College System and its campuses 
(collectively referred to as Southern) negotiate to obtain a federal Facilities and 
Administrative Costs Rate Agreement (also known as the indirect cost rate agreement) with 
our cognizant federal agency, the Department of Health and Human Services (HHS). The 
first part of the process is for Southern to compute the actual costs associated with support 
of sponsored activity both on and off campus. 

Southern then enters into discussions with HHS. which typically leads to negotiated rates 
that are less than the computed rates. as was the case this time. Our previous F&A Costs 
Rate Agreements. based on Salaries and Wages (S&W). expired on various dates prior to 
and including June 30. 2013. Since the expiration of these previous agreements, we have 
been using prOvisional rates while preparation of new cost proposals and negotiations on the 
new rate agreement continued. Those negotiations have now been completed and we have 
a new F&A Costs Rate Agreement. The new rates are based on Modified Total Direct Costs 
(MTDC). and are applicable to all Southern campuses (SUBR. SUNO, SUSLA, SUAREC. 
and SUlC). 	The official agreement was dated November 22.2013 with the following rates 
and terms: 

Applicable To: From Date: To Date: On-Campus 
Rate (%) 
MTDC 

Off-Campus 
Rate (%) 
MTDC 

All Campuses (SUBR, 
SUNOt SUSLA, 
SUAREC, SULC) 

07/0112013 06/3012017 40.00 26.00 

'~n Equal Educational Opportunity Institution" 



The change in the rates. and the base to which the rates are applied. should result in 
recovery of a greater share of the actual costs related to support of sponsored 
projects. When fully implemented. this change should provide additional dollars to 
Southern in support of our research and sponsored activities. It should be noted that 
not all sponsored projects will automatically be charged with the new F&A rates as 
of July 1, 2013. The official rate agreement, as well as guidelines for the 
implementation and application of the new F&A rates, is attached to this 
memorandum. 

The newly approved federal negotiated rates are based upon Modified Total Direct 
Costs (MTDC), which is the defined base of expenses to which the rate is applied. 
Those (MTDC) costs include all direct costs except: 

• eqUipment items costing over $5,000; 
• patient care costs; 
• student stipends, scholarships and fellowships; 
• capital expenditures (construction and renovations); 
• rental of off-campus space, and 
• that portion of each sub grant and subcontract In excess of $25,000. 

Please disseminate this information to all Pis, administrators, faculty, and staff with 
responsibility and/or oversight related to grants and sponsored projects management 
activities. Thank you for your assistance and support. 

Copy: President Ronald Mason 
Chancellor James Llorens 
Chancellor Victor Ukpolo 
Chancellor Ray Belton 
Chancellor Leodrey Williams 
Chancellor Freddie Pitcher 





















Will these new rates apply to Federal flow through funds? 

Yes. Please use the new rates on Federal flow through funds. 

How will the F&A rate be applied to subcontracts? 

F&A rates for subcontracts under federal grants and contracts with start dates prior to July I, 2013 will 
remain fixed for the life ofthe prime agreement (i.e., through the competitive segment of the prime 
award) at the F&A rate specified in the prime award. New subcontracts with a start date ofJuly 1, 2013 
or later should use the appropriate new F&A rate. 

How will the Dew F&A rates impact the carry forward ofrunds? 

Cany forward offunds will be impacted differently depending if sponsor approval is required or not. 1) 
When sponsor approval is requi~ one must look at the issuance date of the carry forward authorization 
and the start date of the most recent competitive segment of the original award to determine what F&A 
rate to use. 2) When sponsor approval is not required, one must review if funds are carried over within 
the same competitive segment or into a new competitive segment to determine what F&A rate to use. 

Will the Dew higher F&A rates have an advene impact on the competitive nature of my proposal? 

Sponsoring agencies have established application guidelines that specify the inclusion ofF&A costs, as 
well as proposal evaluation guidelines that state that panel reviewers are not allowed to include budget 
information (such as F&A rates) in their impact/priority score. Therefore F&A rates should have no 
impact on the competitiveness ofa proposal. 


