Budgeting Basics at RU

Before developing a project budget, applicants should review the following to become well versed on the policies that govern grant activities at RU and the types of information that will need to appear in the project budget.  

1. the University’s Faculty Manual; 

a. http://intranet.roosevelt.edu/facultymanual/default.htm
2. the University’s Policies and Procedures-Human Resources

a. http://intranet.roosevelt.edu/hr/policies/default.htm
3. the Grant and Contract Transmittal Form; and,

4. the Procedures for Expending Grant Funds and budget template.
a. http://intranet.roosevelt.edu/controller/forms/grant-manual-402.pdf 
b. http://intranet.roosevelt.edu/controller/forms/budget-template.xls
Preparation of the budget is an important part of the proposal preparation process.  Sponsors and peer reviewers as well as University reviewers compare the level of funding requested to the work proposed.   Therefore, the budget section should reflect, as accurately as possible, the funding needed to carry out the project.  

Your proposal must contain a budget for each year of support requested and a cumulative budget for the full term of requested project support. The proposal may request funds under any of the categories listed so long as the item and amount are considered necessary to perform the proposed work, and are not precluded by specific program guidelines or applicable cost principles made by the specific agency to which you are applying to. 
A well-prepared budget justifies all expenses and is consistent with the proposal narrative. A well-prepared budget also clearly delineates costs to be met by the funding source and those to be provided by other parties (match or cost share funds) and includes a budget narrative explaining and justifying each item in the budget.   These elements must be considered when constructing the budget:
· Grant Periods begin on the first day of the month and end on the last day of the month.
· All project activities must take place during the requested grant period.

· The budget should include the project costs that will be charged to the grant as well as those that will be supported by University cash (Operating Budgets), third-party cash, and in-kind contributions (donated services and goods). 

All of the listed items, whether supported by grant funds or the other cost-sharing sources mentioned above, must be

· reasonable, 

· necessary to accomplish project objectives, 

· allowable in terms of the applicable cost principles of the agency and RU,

· auditable, and 

· incurred during the grant period. 

Charges to the project for items such as salaries, fringe benefits, travel, contractual services, and scholarships must conform to the written policies and established practices of the University.

Major Categories of Costs

· Salaries and Wages

· Fringe Benefits

· Consultant Costs

· Equipment

· Supplies (Commodities)

· Travel

· Other Direct Costs

· Subcontracts

· Indirect Cost Recovery (ICR)/Facilities & Administration (F&A)

Under federal guidelines, the salaries of administrative and clerical staff, office supplies, postage, local telephone costs and membership are normally treated as indirect costs and recovered via the indirect costs rates. 

Salaries and Wages

To determine total salaries and wages, list the percentage of effort to be spent by each person who will work directly on the project.   A person employed in a full time position is considered to be working 35 hours or more a week directly for the project.  Compensation levels and new job classifications must conform to the University Human Resources policies and practices.  Include budget incremental increases for full and part time personnel on proposals extending more than one year. If specific increase figures are not available, estimate the increase at 3% per year.   

Administrative and Clerical Salaries

Administrative and clerical salaries for projects and activities that require an extensive amount of administrative and clerical support are treated as direct costs and should be directly charged when the level of support required for projects and activities are significantly greater than the routine level of such services provided by university departments.

A distinction is made between the routine level of administrative and clerical support provided by university departments, and projects or activities that require an extensive amount of administrative or clerical support that is significantly greater than the routine level.  As a general rule routine services cover the general business of the department as a whole, and may include some limited support to project faculty to enable them to conduct their teaching and scholarly activities. 

Examples of general business functions include activities such as:

1. basic financial management and accounting

2. purchasing of general office supplies for department business

3. basic human resource management

4. basic facilities management.

Examples of faculty support functions include such activities such as:

1. administrative and clerical support for course instruction

2. administrative and clerical support for faculty charged with administrative oversight for course instruction

3. limited secretarial support for professional correspondence, preparation of grant applications, etc.

4. limited incidental support for grant related items. 

Items 3 and 4 are not intended to cover significantly greater administrative and clerical support as required for some grants, which should then be provided via direct costs from the relevant grants. 

Costs that meet federal regulations for direct charging should be included as direct costs.  Federal regulations indicate that it may be appropriate to charge administrative and clerical salaries as direct costs if the following circumstances apply:

· the salaries can be identified specifically with a particular sponsored project or activity, and

· the project or activity explicitly budgets for administrative and clerical services, and    

· the project or activity requires an extensive amount of administrative and clerical support that significantly exceeds the routine level of services provided by a university department. 

Similar criteria may be applied to the treatment of items such as office supplies, postage, local telephone costs and memberships. Direct charging of such expenses may be justifiable when the expenses are related specifically to the technical/practical substance of a project or there is an unusually high level of expense because of the nature of the activity.    Supplies used in the laboratory or for instruction often meet the criteria for direct charging and should be classified as such rather than as office supplies or other administrative type of expense categories.   
As required by federal regulations, costs incurred for the same purpose in like circumstances must be treated consistently as either direct or indirect costs.
Faculty salary

The University’s academic year is a period of nine months. Faculty supported by external grants may receive addition compensation for summer activities involving a grant if they hold a nine-month appointment. 

Faculty release time can be calculated in two different ways:

· as a percentage of the regular faculty appointment; or 
· as a fraction of a regular faculty member’s teaching load.

· As a percentage of the regular faculty appointment, one would determine the amount of effort he/she will spend on the project and then calculate the value of effort against his or her 9 month annual salary. 

· Example:  Professor Doe’s annual salary is $50,000. He estimates that he will spend 20% of his time on the sponsored project during the academic year.  The budget line for Professor Doe should read:

· Professor Doe (20% of annual salary of $50,000) = $10,000.00

· As a fraction of the regular faculty appointment, one would determine the amount of effort he/she will spend on the project and then calculate the value of effort against his or her annual course load.  RU’s average full course load is 6 courses per year.

· Example:  Professor Smith’s annual salary is $54,000. She estimates that she will need an equivalent of one course release from her normal course load in order carry out her responsibilities in connection with a sponsored project.   The budget line for Professor Smith should read:

· Professor Smith ($48,000 annual salary at 1/6 time) = $8,000.00.
· Calculating summer salary is usually done as a fraction of one’s academic appointment. In most cases faculty are allowed to commit up to 2 summer months to sponsored projects.  One would determine the amount of effort he/she will spend on the project and then calculate the value of effort against his or her 9 month annual salary.

· Example:  Professor Jones’ annual salary is $45,000. He estimates that he would like to spend one month during the summer working on a sponsored project.  The budget line for Professor Jones should read:

· Professor Jones Summer Stipend (1/9 time (11%) of $45,000 annual salary) = $5,000.00.

Graduate Assistant Stipends
Graduate student stipends generally range from $650 per month to $1,300 per month.  Tuition is shown under “other direct costs”.

Hourly or Part-Time Employees

Hourly employees, including undergraduate, graduate and international students, are limited to working a total of 17 hours per week for the University and this same rule also applies for grants.   If a student is working under the federal work study program he/she can not work for your project. 
Fringe Benefits

The calculation of fringe benefits depends on the amount of time and effort employees devote to the grant.  At RU, fringe benefits rates are:

· Full time Administrative and Clerical salary: 28.5%

· Full-time faculty academic salary: 28.5%

· Faculty summer stipends (extra earnings): 8.5%

· Part time staff (including graduate assistants): 8.5%

Consultant Costs

A consultant is an individual hired to give professional advice or services for a fee but not as an employee of RU.  Consultants should be budgeted only for tasks where on-campus expertise does not exist or is not readily available.   

· Consultant Costs generally include:

· Consultant Fees---reimbursement for expert services

· Consultant Travel—reimbursement for travel costs to designated site

· Consultant Expenses—reimbursement for other related costs

· Some sponsors do not permit payments to consultants or restrict or limit such payments. If in doubt as to the allowability of rate paid to consultants, check the sponsor’s program literature.

On rare occasions RU employees from other departments may act as consultants on a project.  These types of “consultants” should be included in the salary and wages portion of the budget (usually as earning a part-time stipend) and, consequently, included in the part time calculation of employee benefits.    

Equipment
Budget all equipment needed to perform the proposed tasks (included estimated freight and installation) that is not available to you from University resources.  Unless specifically requested and justified to carry out the objectives the project, most sponsors will not support the purchase of general purpose equipment, such as office furniture and equipment, laboratory furniture, computers, etc.  

· At RU, equipment is defined as having an acquisition cost of equal to or greater than $2,000 and has a useful life of more than one year.  An item having a unit cost of less than $2,000 should be budgeted as Supplies or Commodities.    
· For Federal proposals, equipment is defined as having a cost of equal to or greater than $5,000 and has useful life of more than one year.  An item having a unit cost of less than $5,000 should be budgeted as Supplies or Commodities.    
List each specific item in the budget, justify the need for equipment and provide information on how the amount requested was derived, i.e., catalogue prices, quotes or bids.  In some cases, doing so will avoid the need to receive sponsor approval when required.  

Supplies or Commodities 
The federal definition of “Supplies” does not include office or other supplies that are not directly allocable and allowable to the specific project.  If allowable, items that individually costs less than $5,000 or items with a useful life of less than one year would be listed under the Supplies or Commodities category. Some item examples are:
· Research/Lab Supplies: chemicals, glassware, etc.
· Equipment & Furniture-Research/Classroom: microscopes, appliances, etc.

· Equipment & Furniture-Office: fax machines, telephones, chairs, etc.

· Equipment & Furniture-Computer: desktop/notebook, modems, printers, etc.

· Classroom materials: texts for students, calculators, etc.

· Office supplies: pens, paper, ink cartridges, etc.

Travel 

Most sponsors will pay reasonable and necessary costs if requested. Reimbursement for travel expenses is subject to University policies and sponsor regulations.  Many sponsors request specific data on each proposed trip including destination, transportation costs, number of days of travel, and purpose of each trip.  “Domestic” and “foreign” travel should be separately identified and budgeted.

Other Direct Costs

Other direct costs may include projects related costs for:

· copying, publication and reprint costs, 
· long distance phone calls and dedicated line charges for phones dedicated exclusively for the project,
· postage and messenger services,
· equipment maintenance, rentals, and leases,
· reference books and materials (not available in the department or University library), library search services, and,
· graduate research assistant tuition.
Subcontracts

Managing subcontract awards involves a high level of expertise, consumes considerable resources, and demands continual communication between the college or RU and the other entities involved in the project.  Therefore, at present; RU does not recommend forming subcontracts with other entities when RU is the prime recipient of a federal grant. For overview purposes, the following briefly explains the expectations about subcontracts.

A sub award or legal agreement is required whenever investigators from another organization participate in doing a substantial amount your project’s work. The cooperating institution or sub recipient must provide a sub proposal for University review.     
The sub recipient’s proposal must include at a minimum the following information:

· statement or scope of work

· budget

· period of performance

· written evidence that an authorized organizational representative has endorsed the sub proposal and contractually commits  the institution

· Federal Employer Identification Number and required certifications

· Negotiated F&A  Cost Agreement 
Subcontracts should not be confused with Consulting Agreements or activities performed by a private individual who is not an employee of RU. See the section discussing Consulting in this document.  
Indirect Cost Recovery/Facilities & Administration (F&A)

Indirect Cost Recovery (ICR) also called overhead or Facilities and Administrative (F&A) costs (federal government term) reimburse RU for laboratory and office space, utilities, administrative support services (e.g. Accounting and Business Office, Sponsored Research Administration, Purchasing, Human Resources, Security), Custodial services and building maintenance, and general liability insurance.  In other words, they include real costs incurred by RU for common or joint objectives, which cannot be readily or specifically identified with a particular grant project or other institutional activity.
A federal F&A cost percentage is determined periodically from actual cost records through a detailed cost accounting procedure and are audited and approved by the federal government.  Full F&A should be charged on all projects, the only exceptions being for those sponsors that have a published policy that limits indirect cost recovery.  Any exceptions to full F&A cost recovery must be approved by RU.

RU’s pending F&A rate is 46.66%.  The F&A amount of a grant would be calculated by multiplying the “modified total direct costs” or MTDC of the grant by the F&A rate.  

The MDTC is determined by subtracting the following costs, if any, from the total direct costs of the grant.
· Capital Equipment (any non-expendable equipment estimated to cost $5,000 or more and with a useful life of one year or more),

· The amount of a sub award  (usually in excess of $25,000),

· Tuition Remission costs charged directly to the project,

· Equipment Rental & Leases

· Capital Expenditures  

Non-Federal Sponsors

Since many of RU’s non-federal sponsors (state and local government agencies, foundations and associates, and commercial entities) do not reimburse RU for the ICR or F&A costs at the federal rate, and some do not reimburse for any indirect or overhead costs, you must file with your proposal the agency’s written indirect cost recovery policy so it can be reviewed by RU.  

Cost Sharing
Some sponsors require RU to contribute to the cost of the project and will require a financial accounting of the University’s contribution.  In addition to such mandated cost sharing, any contribution to a project included in the proposal, either in the budget or the text will be considered voluntary committed cost-sharing which the University must document.  Cost share or matching may be derived from University resources, either as in-kind (donated time, space, equipment use, etc.) or as cash (University operating funds), or cost share or matching may be generated from other entities (from third parties),    

The University budget(s) to which such cost sharing will be charged must be identified prior to approval of the sponsored project budget. You must also provide a detail budget and narrative explaining and justifying each match budget item.
University contributions in terms of personnel effort and the associated employee benefit costs, other direct expenses and the F&A cost calculated on these expenses at the approved University F&A cost rate can be shown as cost sharing. Any difference between F&A costs at the sponsored limited rate and the University’s negotiated rate can also be used as cost sharing if permitted by the sponsor.   
RU discourages cost-sharing unless mandated by the sponsor. 
All cost-sharing must be approved writing by the responsible department Chair and Dean and Vice President and Associate Vice President of Finance and Operations.   
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