2024 NACCA Federal Panel Questions – Fidel Martinez, Christine White, Eric Hawse, and Jordan from DCAA virtual as well as Beth, Betty, Mike

UG Change - Equipment 
1. OMB revised the UG to allow recipients to raise the capital threshold as high as $10,000.  The FAR, however, remains at $5,000. Can an institution make the election to raise the capitalization threshold except for FAR-covered contracts?
Betty ONR - we recommend consistency in thresholds. Our mgmt. is working on getting that changed in FAR. ML agrees.
2. With the Changes to 2 CFR 200, take for instance the equipment moves from $5,000 to $10,000.  Our Board of Regents has made the change, but our NICRA still says that we must follow $5,000 threshold.  Since it is now a requirement in the CFR, could we get our NICRA MTDC language changed before our next negotiation?
Mike CAS- no saying BOR is same as saying State has made change, but we will not make the change until the next rate agreement. We cannot open rate agreements. CB- deal with it you will have different thresholds due to old and new awards. Betty check with your cognizant.

3.  Can you please provide insights into the implementation of a depreciation threshold change? Can an institution work with their CAS regional office to receive approval to implement at the end of the base year or even prior to submission of a new proposal?
ML ONR - it is a set final rate and we will not open rate agreement. Kim – what if negotiation goes two years out? Contact the branch chief – maybe put it into your provisional, it is an open year, so ask the Branch Chief for a provisional rate with the new threshold.
Gil- at NECA question, if submitted with new threshold and the proposal is inn your office can we use the new MTDC on their grant proposals? Mike- you should request a new provisional rate and use that because the rate agreement.
Charlotte- so we should not allow the pre-award office to budget using the new threshold UNTIL in a rate agreement.

4. Can an institution submit a request to change its equipment capitalization threshold between base year as long as it also submits a rate impact statement, as was the case the last time the threshold changed?
Betty ONR– no changes in rate agreements. No change with rate extension. 
Mike CAS- we are allowing on a rate extension with impact statement
5. How does the government recommend institutions handle the remaining book value of assets under $10,000 if they increase their threshold to $10,000?  Does the government have a preference between writing them off all at once or adjusting future proposals to remove the lingering depreciation?  2 CFR 200.439 (5).
Should spread the writ-off over the negotiation period. If you do final and provisional then discuss with Branch Chief to spread over the next two or three years because it would make the rate fluctuate. Betty- we agree, except if the change is immaterial then no impact.
Gil – it talks about that in 200.439(5) it’s just that you are saying it must be written off over the negotiation period. Mike- Yes
6. Are institutions required to continue to inventory every two years federal assets that were purchased as equipment but no longer meet the increased threshold?
DCAA- Christine 200.313d(2). Requires equipment to be inventoried every two years. Really a question for your cognizant. 312.a. about inventory and definition of equipment in UG. Definition. 312a – title is required to be vested with the fed govt. recipient or sub must provide inventory to fed govt. must request instructions from the federal agency.
Beth – I agree with Christine. You need to talk with your negotiator.
Betty – if you are changing your definition, $10K and less is a supply, then you no longer need to track those because it is not equipment.
Mike – agrees.
Cindy – You need to pay attention to the terms of your award. If it was issued under old definition, you must comply.
7. Depreciation on assets under $10,000 would have been functionalized using their location’s space. After they are no longer capitalized, where do you expect to see those costs show up and how would they be functionalized in a proposal?
Mike – for our purposes on the IDC side, they no longer need to be tracked. It is no longer in the pool. It will be in the base as an expense now.
8. Can an institution's equipment threshold be changed at the beginning of any fiscal year upon submission of a rate impact schedule and approval from the cognizant agency? Is it required that an institution wait for approval to implement the change? Is it required that the change be done in conjunction with the submission of the Indirect Cost Rate Proposal?
Mike – has to be with submission of the proposal or impact statement with extension request. Do you have to wait until approval – Yes, you could do a provisional. Betty – prefer you tell us 60 days in advance. Prefer that at beginning of rate cycle.
Gina H – with the write off do we have to track that write off “by room” same as we depreciate. Mike – it will all drop off for the next proposal.
CB- just guessing the question is if we can request the change for any open year. Mike – yes that is fine.
Gil – and don’t forget the SRL impact.


UG Change - Subs 
9. In April 2024, OMB issued a Reference Guide with a section called “Uniform Grants Guidance 2024 Revision: Burden Reduction”.   The increase from $25,000 to $50,000 for the application of IDC is mentioned under a heading the says, “Recognizing Recipient Costs of Doing Business”, making it explicit that the intention is to allow recipients to increase recovery.   Insisting on rate reductions before implementing the new threshold is contrary to OMB’s clear intention. Shouldn’t the change be allowed without sacrificing points? 
Mike – we weren’t told that the purpose was to increase recovery. You know that in the past that all changes were to be budget neutral. We have to show the impact on the rate. For long form schools you will get an increase in recoveries because of the admin side where you get to charge 26% (if you’re above the cap) on another $25K of each. Makes sense because you are getting more on administrative side of recovery and that is where the effort is. 
Betty – to better allocate costs, to recognize the administrative burden that there is to administer these subawards.
10. If a rate agreement extends beyond October 1, 2024, and has the old MTDC definition, must the institution continue to exclude subcontract amounts above $25,000 from MTDC?   In other words, please clarify if institutions with existing rate agreements can start charging F&A on subaward amounts between $25,000 and $50,000 immediately after October 1, 2024.
No. All say no. 
Gil this question comes up at every conference. 
Mike-I understand the confusion because it says October 1, but it is what is in the rate agreement that rules, not the “could be” from UG.
11. Does NIH’s 8% cap on foreign subs go away with the April 2024 revision to 15% for de minimus IDC?
Mike – no change. The NIH cap on foreign institutions was 8% before the 10% de minimus, and then was 8% after de minimus, so now that is 15%, it is still 8%.
UG Change - Timing 
12. Will rate extension requests based on pre-UG Update rates be considered? Would the university have to submit a rate impact statement for the change in subcontract exclusion and then accept a lower rate or can the negotiated rate using the then current definition of MTDC continue to be used?
Mike – with a rate extension request you can request the new thresholds. 
ONR does not accept this
Betty – correct we will only consider at the old rate
CB- so they can request the same rate with the same old base, right? Mike - Right

13.  For ONR schools, if FY25 is their base year, should the IHE calculate the new F&A rates with the MTDC basis defined in the October 1,2024 changes to 2 CFR 200? May the IHE implement the MTDC changes before negotiating new F&A rates?
Betty – The rate should be calculated before the change. Each change should be calculated separately. You may not implement until new rate agreement.

14. What is the timing of the allowability of using the higher de minimus rate of 15%?  This change would not affect the base or the rate, so institutions probably don’t have to do an impact analysis. Is that right?  Do institutions have to wait for the first fiscal year after October 1, 2024?  Or, can they start using 15% any time after October 1, 2024, if budgets allow?  Or does the award (not subaward) need to be issued after October 1, 2024? Some other time?
Mike – it is for all awards issues 10/1/2024 or later ONLY. For any organization that has a rate with us, you may have to do an impact statement that needs to be closed out. So Notify us. 
Gil – to Cindy, isn’t there an OMB implementation COFFA guidance. Cindy – I would say an email from the agency should be sufficient.
15. How does revised UG affect your agency specifically? 
Betty – rate extension limited to those that are wiling to keep current allocation base. T&C and funding obligations were changed to implement UG changes.
Mike – we have gotten months and months of questions. DS-w will be big change 250 that we will no longer need to do. We have about 4K NPs and many are below 20%, so we may have many changing over to de minimis.
16. Please provide more insights from the Federal perspectives on the new Uniform Guidance.
Fidel Martinez DCAA – we don’t anticipate any major changes on how we will conduct audits. Have done in depth look and updated our audit process.
Mike – I think the thresholds were outdated in terms of dollars. The DS-2 this is not the first time we almost got rid of it. Last time the auditors came up and said we need it for audit program. Was it really worth the work from your end our end. I looked at as duplicated effort. UG is always trying to streamline – I think De minimis will streamline for many NPs.
UG Change – Unused Leave
17. Will there be a technical correction to UG to state that fringe benefit rates for terminal leave are still allowable?
Yes, it already happened. 
Gil – look at the preamble where they explain why they are issuing. It says they missed a word when revising = typo.
UG Change – DS-2 Elimination
18. Although the UG revisions remove the requirement to file a DS-2 for IHEs receiving $50 million or more in federal awards, there is still a requirement to disclose accounting practices per FAR.  In the event that a university has CAS covered contracts, should we assume that we will need to continue to maintain our DS-2 and submit amendments as needed (as we do currently)?
Eric DCAA- if you do have CAS-covered contract, then you must continue to do so.
Betty – a lot of our schools do still fall above that threshold, then we think that you should maintain them and submit amendments, unless you send us a statement for why you should not. We get calls from POCs all the time asking how this is charged, also for DCAA it is helpful.
Beth – I often get question for last adequacy statement form agencies.
Mike – if you want to keep it up to date and just not send to us that’s fine. You still need to have institutional policies in place that discloses. When we get an IDCR submission you already put the disclosures in the narratives. Show of hands. A couple. 
Corrie – Boise State – we have never had to submit DS-2. But this year for the first time we have hit the $50M CAS-covered contract. If it is only this one year do you still need to see it. Mike – I always used to say that it would have to be over three-year period. But I cannot in this case. Gil – my understanding is that if you do get award for >$50M CAS Covered contract, then you must submit the DS-2 with the award. The form is in the FAR, so you can use that form.
Service Centers
19. What criteria are relevant in determining the allowability of deficits for on-campus cafeterias for employee use?  Subpart E section 200.437(c.) says that losses from food services are allowable only if the objective is to operate them on a break-even basis, or if we can demonstrate special circumstances, or with the approval of the cognizant agency.  
Jordan from DCAA – limited scenarios. Ultimately you would need to discuss with your cognizant agency. 
a. Would break-even be measured including the allocations of building depreciation, equipment depreciation, plant O&M, and G&A? 
For us, it would include depreciation and G&A. Mike – we would look at where it was included.
b. If allowable, presumably the charge to the benefits pool should be treated as an applicable credit in the F&A proposal.  Which pool(s) should be credited?  
Discuss with your cognizant agency. Whichever pool was charged, probably OIA.
c. What might qualify as “special circumstances” -- remoteness, cost of alternatives?
We have not dealt with this. Pure speculation, maybe during COVID, all employees sent home, but cafeteria is still there and incurs a loss, or something shuts it down.
d. Would the same treatment and allowability apply to other employee health and welfare expenses and services, like parking, childcare centers, or campus transportation? 
According to this guidance it is specifically for food service. Mike – these are supposed to be breakeven services, which is different than cafeteria. Betty – defer to DCAA.

Space and Depreciation 
20. We have heard that when a PI says that they spend 75% of their time doing research, CAS requires that 75% of their salary should be included in the research base as "committed cost share".   When a PI makes such a statement, however, they are usually referring to their agreement with the institution for time protected from instruction or administrative duties. They are not making the fundamental distinction that Appendix III requires between Departmental Research (IDR) and Organized Research (OR). Nor is the PI making the distinction between work devoted to sponsored projects beyond what is committed (VUCS) and what is promised in sponsored agreements. Salary for these two categories (IDR and VUCS) of protected effort is explicitly excluded from the OR base. Does CAS continue to take this position that deliberately overstates the OR base?
Mike – I agree with whoever that CAS rep said. What the PI committed to is committed research. It does NOT need to be on an award. If they commit to doing 75% research, then that should be in the base. VUCS is ONLY the above and beyond. To say that anything not charged to an award is VUCS.
Gil – VUCS is voluntary uncommitted cost sharing. Jan 5, 2001, the agencies (including CAS) worked out a memo that says if work beyond what is committed it does not need to be tracked. UG refers to the memo. If you are working extra beyond what govt or Institution pays you is VUCS. The space goes with it if Voluntary committed.
Cindy – if prof charged 20% to awards, but you look at his proposals that he has funded but he says he has spent 50% of his time on the research. But if you talk to him during space walk and he says 90% of his time is used on research, then you wouldn’t want 90% in there. Mike – yes we do depend on their answer as being correct. I suppose the university could send us something that proves that they are not doing that much research.

21. If a faculty member is hired as a research professor and expected to cover 75% of their salary with external grant funds, but has no grants yet, during the Indirect Cost space survey should we code their lab 75% organized research? It, therefore, follows that when they are in their lab doing research the space should be considered 75-100% organized research space, and their salary would be in the OR base.  Is that what CAS expecting?
Mike – I agree with that CAS rep. It isn’t what we think the PI is going to get. If their dollars are in IDR, then the space has to be IDR. Space and base must match.
22. Arrays of servers are usually housed in dedicated rooms with expensive security and power, sometimes in locations separate from campus. Some arrays handle research for individual labs or research groups, some arrays support entire campuses.  How do you prefer to see depreciation and O&M expenses functionalized for these arrays when the actual benefiting users are never in the space?
Betty – DCAA disagrees with this. We don’t believe that DCAA would take exception to the functionalization unless they believe it would be an unfair allocation. They are the ones that actually look at this in depth.
Jordan – DCAA – I would agree with what Betty said.

23. Depreciation of capital equipment purchased “solely for the performance of a non-federal award” is excluded from the IDC rate. 2 CFR 200.436 (c.) (4.) 

· At the end of the award, the title passes to the university and the equipment is used for organized research during its remaining useful life.  Is the remaining depreciation post-award eligible for inclusion in the IDC rate?
DCAA- Christine – Ultimately you can confer with your cognizant. Our answer is yes, after the award ends then the remaining depreciation is eligible for including in the IDCR.
· If the equipment was purchased from a non-federal award for use by a research group across a variety of projects (i.e., not “solely for the performance of a non-federal award”), is the depreciation eligible for inclusion in the IDC rate from acquisition?  From the time the award is over?
Christine – DCAA- Yes, depreciation is allowed in IDCR. You would have to allocate the depreciation on the usage.

24. It doesn’t seem right that a room that is only used for organized research (OR) cannot be coded 100% to OR.   CAS requires that the functionalization be diluted by the non-OR funding of its users, even though they are engaged only in OR while they are in OR space.   It is not consistent with Appendix III B.  2. b.  because CAS is applying an allocation methodology required by one type of space to a different type of space.   In this section, there are 3 categories of depreciation: 
(1.) Depreciation on buildings used exclusively in a single function and its equipment. 
(2.) Depreciation on buildings used for more than one function and its equipment. 
(3.) Depreciation on buildings and equipment related to space used jointly by more than one function.

For categories (1.) and (3.), the guidance seems clear:  
· Whole buildings with a single function (1.) are functionalized by their single use.  
· Buildings with space that is jointly used (3.)  are functionalized by FTE.

CAS seems to be applying the allocation methodology required in category (3.) to the space described in category (2.)  In other words, most lab space is not jointly used space; it is category (2.) space. Category (2.) space is supposed to be allocated on the basis of usable square footage, not FTEs, to each function.   Why does CAS insist on rosters of users for lab space when it is not jointly used, but rather single function space?

Mike – You can only ID as single use, if Admin bldg., or something for OIA as single use. Anytime when you look at a building with multiple functions going on, then it is a multi-use building. If a student using it. If some is OR and some are IDR in lab, then tis i mixed use space. It must be done by identifying the users of the room and the S&W of the users. Labs with 90% research and students working on thesis and other IDR, then it is multi-use room.

25. When following the guidance at 2 CFR 200, App. III, B.2.b.(3)(b) which states that each jointly used unit of space can be allocated based on "Institution-wide" employee salaries and wages, we would allocate classrooms, class labs, and dorm rooms 100% to their single function (Instruction or Auxiliary). Are we expected to allocate spaces occupied by administrative departments (GA, SSA, SPA) 100% to their single function? If so, do we exclude GA, SSA, SPA salaries and wages for the total when calculating the Institution-wide percentage of Research salaries and wages?
Mike – a confusing question. Discussed by email. Will answer based on our interpretation. If something is purely admin, then it is Admin building. Then what about the Institution-wide basis like security, would you still include those categories? Yes you would use that. We think those things would be FTE, not space. 
CB- This means Using the default methodology of institution-wide.
Mike – for OIA buildings you must allocate those costs to OIA, but the rest can be institution wide and does not include the AUX salaries. Single use only applies to a whole building.
CAS BPM is no longer to be made available per CAS higher ups, but if you can get one keep it.
Other 
26. Compliant property management requires physical inventories every two years of non-federal assets for which an institution is claiming depreciation per 2 CFR 200.436.  

· If an asset is fully depreciated before a base year begins and no depreciation is being claimed, does that asset need to continue to be inventoried if it is in use?   
Fidel – DCAA – we do not believe that depreciation should be the sole factor in determining if an asset needs to be inventoried. You still must inventory even if fully depreciated.
· 2 CFR 200.436 allows for statistical sampling techniques for the inventory of assets for which depreciation will be claimed in an IDC proposal.  Has anyone seen such methods used instead of room-to-room, asset-by-asset inventories for non-federal assets?
Fide – we have not seen this statistical method used. Mike saw one 25 years ago and it was very biased so we threw it out. Betty – we have DCAA look at that for us, so we go with what they say.
27. Interest is allowable per 200.449, but the Best Practices manual (p.42) says “Interest associated with refinancing or retiring older debts is not allowable.”   The government benefits when more expensive debt is replaced by debt with lower interest rates. If the debt is otherwise allowable, can interest on debt that deceases (retires) and replaces older debt be included in IDC proposals?
Mike – it can be, but you must be able to identify it to the asset. If in re-financing you lose track of which specific assets it is used for, then you cannot claim that interest. Interest MUST be tied to an asset. If we cannot tie it to an asset, then we cannot allow that cost.
28. Interest-only bonds are common now, but the Best Practices manual (p.42) says they may not be equitable to the government and require case-by-case consideration. Has the government disallowed interest calculated on loan balances that do not decline over time, as we see in interest-only debt?
Mike – Govt always must look at what is reasonable. Interest only shows that principle is going down over time to reduce the interest cost over time. We would look at it on a schedule that decreases over time and MUST look at over the life of the asset. If componentized, then we would use the average composite life.
29. Would you please clarify the difference between Provisional and Predetermined IDC rates?
Betty – with universities under ONR, provisional rates are temporary and they are issued when there is no rate in place at the beginning of the FY. If the audit report has not been issued yet, like if the U submitted proposal late. We like to issue predetermined before the beginning of the FY and never after the end of the FY. Predetermined are fixed rates. Provisional are not. 
Mike – provisional rate is temporary. When I say open years, this means provisional rates.
Gil – I often see Provisional rates until amended. When does it turn into Final rate. Mike – if the FY is over, then we have to issue a Final rate, not Predetermined. It doesn’t mean that Final is the same as Provisional rate it could be. If we finalize those provisional rates at the same rate and there is a lower negotiated rate, then you either need to take a lower rate for the future years or else cash pay back the amount.
Gil – Non-profit hospital has end-date provisional rate. Mike we do that because some NPs just forget, so we started closing out the Provisional rates. We used to do 2 years, now we do three years because end would come up before we negotiated new rate.
30. Is there anything that you often see left out of Indirect Cost Rate Proposals that you would like universities to remember to include?
Mike – more space information that you can give us beforehand, esp if you have CRIS. By Bldg by Dept and by Dept Bldg. The more you can get us, the quicker we can get to the departments to review and who to talk to. If doing a projection – make sure in the proposal you mention the projection. Ideally you submit it at the same time. If not ready, then give us a fair timeline and tell us a reasonable time. Like 60 Days. Do the Exec Level salary scrub and show us that in the proposal, some kind of salary, so that we can see that you did it. Cost sharing – if you can provide by department and person’s name because that will help in space review.
Gil – we said that for these we will provide a list to Bobby and Sharon.
Betty – correctly include the certifications and signed. Copy of most recent Single Audit. Send link or attach. Participation in each of your indirect rates, including capped and uncapped. Include projections in narrative and send with proposal. UCA should not be included in the O&M, but separated showing the square footage. Please provide Excel spreadsheets.
0. Correctly completed and signed certifications (far, 2 cfr 200, inventories, lobbying, compensation, subsidy and waiver certifications). 
0. Copy of the most recent single audit or a link where it can be accessed.
0. The government participation in each of the rates being negotiated.  including capped and uncapped.
0. Separately identify any large projections by year and include narrative on any large increases or decreases in each of the components.
0. Calculate the rates with and without the UCA.
0. If possible, please provide an excel spreadsheet with the rate calculations for each rate.

Eric – basis of estimate that you use. Prior amount for pool and base an significant variances with explanations. Often level of detail for pools support is very good, but for base we don’t usually get the same level of detail. 

31. Is there anything that we can do to help the rate review process move along quicker and more efficiently?
Betty – submit on time so that we can get audit request to DCAA on time and don’t have all being done in June. Please respond to requests both DCAA and ONR in a timely manner, if there is a delay please let us know, otherwise we think we are being ignored. If unsure of what we are asking for, then ask us.

1. Please submit the proposals as soon as possible (but no later than 6 months prior to the beginning for the fiscal year), so that we can get the audit request to DCAA and get the DCAA audit report in time to have rates at the beginning of your fiscal year.
1. Please respond to requests (both DCAA and ONR) in a timely manner.  if there is a delay, please explain it.  if you are unsure what is being asked for, just ask for clarification.

Jordan – DCAA – supporting documentation and the earlier the better. If turn around time is less. Small delays end up adding up.
Having supporting documentation readily available for all cost elements and
estimates. Providing support upfront is very beneficial. There are proposal
schedules, system reports, etc. that are often requested with each audit.
You do not need to wait until requested to provide these items, you may
provide them at the beginning of the audit.  Where possible, provide these
in EXCEL format.  A good example of this was brought up by someone else on
the panel, but a good example would be the breakouts of Space (by dept,
with and without UCA, etc.) 
Quick turnaround times on audit requests are crucial. We understand each
situation is unique, however, it is a general expectation that audit
requests can be supported within 24-48 hours. 

Mike – Nothing in addition to what ONR said. More comprehensive proposal. More timely response. Just go with what CAS tells you, then would be quick.
Gil – do you have same negotiator? Betty – usually assign the same one. Mike – very often we assign the same negotiator. Gil – if it is very different than the last one, then point out the difference.

Kim – GASB and GAAP have changed the capital leas guidance. So some of our software is now capital lease. It is confusing on how to treat this. Any guidance. Do we reconcile the differences?
Mike – reconcile the differences. Lease expense to financial statement amount.
Right to Use assets as capital asset for AFS, but not for F&A. UG says right to use is not to be a Capital Asset. We do this on direct awards. For F&A we include the depreciation on the right-to-use assets in our F&A pools.
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