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Topics to Cover
• What is a service center
• Why do I need a rate?
• What is our policy? 
• What is our process?



What is a Service Center
• Org unit that charges for goods or services provided 

to:
– Internal Users (Other University Depts.)
– External Users (including Federal entities)



Cost Accounting Standards Definition

• “Service centers are departments or functional units 
which perform specific technical or administrative 
services primarily for the benefit of other units 
within a reporting unit. Service centers include 
recharge centers and the specialized service 
facilities”





UARK Service Centers
• Wind Tunnel
• Nuclear-magnetic Resonance Laboratory (NMR)
• High Density Electronics Center (HiDec)
• High Performance Computing Center (HPCC)
• Department Plotter



Uniform Guidance
• Cost of services of highly complex/specialized 

facilities when charged to a federal sponsor must:
– Include costs of services based on actual usage
– Does not discriminate between Federal and non-federal
– Can only recover aggregate costs of the services.
– Rates adjusted biennially

• In process…



UG Interpretation
• Can only charge the actual computed cost of 

operating service center.
– Labor costs, supplies, depreciation, etc.
– Can not charge Feds more than non-feds

• Can be less though

– Can not make a profit



Gov’t Concerns
• Inadequate policies & procedures
• Billing rates do not represent actual 

cost
• Unallowable costs included
• Fund balances not properly 

monitored
• Subsidizing internal users and not 

Feds 



Audit Findings
• 2014 University of South Florida
• 2012 Florida State
• 2006 University of Arizona Sahara Center
• 2006 University of Connecticut
• 2005 Dartmouth
• 2005 University of Massachusetts Medical School
• 2003 Northeastern
• 1995 University of Colorado, Washington University-St. Louis, University 

of Utah, University of Iowa, University of California Berkley



Compliance Violations
OIG Audit Findings: Reasons for Overcharges 
• Universities did not: 

– Establish or adhere to policies and procedures 
– Maintain adequate accounting records 
– Provide adequate monitoring of service centers and adjust 

billing rates on a regular basis



Compliance Violations
• Surplus from recharge centers used to fund 

unrelated activities 
• Specialized Service Centers: Overstated 

anticipated expenses, overcharged the 
government and billed for items not covered by 
the grants.



Our Policy
• We have no official policy
• However, the University has procedures to ensure 

that we follow the Uniform Guidance when charging 
service center rates to a Federal Grant.

• Research Accounting completes a thorough review 
of costs that can be included in the rate for federal 
sponsors.



Rate Setting
• Rates developed for federal programs must follow 

UG cost principles
• Must maintain records for auditing purposes



Allowable Costs
• Cost included in billing rates must be:

– Reasonable
– Necessary
– Consistent with gov regs and university policy

• Costs usually include salaries and fringe, equipment 
depreciation, maintenance contract, supplies



Unallowable Costs
• Entertainment Costs
• Bad Debts
• Fully Depreciated Equipment
• Advertising/PR Costs



Calculated Rate vs. Actual Rate
• Calculated Rate- to achieve breakeven

– Can not overcharge internal users (no profit)

• Actual Rate (the Reality)
– Can be set lower than the calculated rate
– Consistent Rate for internal users

• Federal sponsored not discriminated



Over Simplified Example
• Dr. Smith spends 20% of his effort on lab at annual 

salary of $120,000
• Fringe benefits 30%
• Lab Supplies are $10,000 annually
• Equipment costing $200,000 purchased with some 

federal funds (40%)
• Projected to run 500 tests annually, at 3 hours per test



Calculation



Do I Need a Service Center Rate ?



The Process
1. Contact Research Accounting to get rate template
2. Determine costs of service
3. Calculate Rate
4. Send to RA to review
5. Request Dean & Dept Head for Approval
6. Forward Approvals to RA
7. RA will instruct Controller to setup cost center



General Info





Rate Calculation





Equipment





Maintenance Contract





Labor Charges





Supplies





Building





What’s Next
• After you calculate rate, send to RESACCT to review.
• Once RESACCT approves, forward for approval.
• Forward to RESACCT to notify controller to set up 

cost center.



Things to Remember
• Rate must be based on estimated Cost (no profit)
• Be fair to Feds
• Do not include depreciation associated with federal 

contributions to the equipment.
• Update every 2 years
• Can also calculate based on tests ran instead of 

hourly rate
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