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 The intent of this policy is to provide guidelines for establishing, costing, pricing, and administering Service Centers that are functioning for the purpose of selling goods and services.
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[bookmark: _Toc260130928]INTENT 
The intent of this policy is to provide guidelines for establishing, costing, pricing, and administering University of Oregon (UO) service centers that are functioning for the purpose of selling goods and services. These policies and procedures have been established to achieve three goals:

Establish consistent business practices
Federal cost accounting standards such as OMB Circular A-21 require that all UO Service Centers operate using consistent business practices in the treatment of revenues, costs, pricing, and reporting.

Comply with federal government regulations
University activities that charge sponsored programs under federal government contracts and grants are required to adhere to certain government regulations. This policy translates those regulations into business practices which can be more easily understood by departments and monitored by the Administration.

Comply with other standards and regulations
Generally Accepted Accounting Principles, 
State of Oregon Administrative Rules
Oregon University System Fiscal Policy Manual
Best practices
[bookmark: _Toc260130929]REGULATIONS 
Service Center operations can result in charges, directly or indirectly, to Federal grants and contracts. The university must comply with the United States Government's Office of Management and Budget (OMB) Circular A-21, Cost Principles for Educational Institutions, and Cost Accounting Standards. The government monitors UO’s compliance with these regulations through the Department of Health and Human Services'(DHHS) auditors, the Office of Inspector General (OIG) and its negotiators from the Division of Cost Allocation (DCA). UO's annual A-133 Audit of Institutions of Higher Education is performed by external auditors and forwarded to OMB and all Federal Agencies providing funds to UO. Non-compliance with Federal regulations could involve reimbursement to the government as well as adverse publicity which could harm future award applications.
[bookmark: _Toc260130930]SERVICE CENTERS DEFINED 
A Service Center is defined as a financially self-sustaining entity that exists to provide services for a fee to others within the university. The services may range from highly specialized to routine functions. Often the services could not be provided as effectively or efficiently if performed by other sources. The Service Center develops a rate for activity based on direct and indirect costs (incurred costs) and then charges users for their actual usage. The rate(s) should be computed so as to cover only allowable costs; there should be no markup for profit or contingencies. A Service Center can sell to external users, as well as internal university units. External users are defined as entities which who do not have a university FOPAL/Index, or students, faculty, and staff acting in a personal capacity. 
[bookmark: _Toc260130931]Designated Operations (aka Recharge Centers) are defined as departmental operations with annual expenditures less than $50,000. These centers can only recover direct operating costs such as salaries, supplies and equipment maintenance costs. A separate FOPAL/Index is suggested, but not required. However, cost accounting principles applicable to Service Centers also apply to designated operations. 
[bookmark: _Toc260130932]Service Centers are defined as units with annual expenditures of $50,000 and generally up to $1 Million, and their rates are to include direct operations and indirect costs, as well as depreciation of equipment. Service Center managers who have equipment to depreciate should contact the Business Affairs Office for guidance. A separate FOPAL/Index(s) must be established for each Service Center to account for its operations. Depending upon the complexity and variation of activities, it may be necessary to establish separate FOPAL/Indices within a Service Center. 
[bookmark: _Toc260130933]Specialized Service Facilities are defined in OMB Circular A-21, Section J.44 as highly complex or specialized facilities (such as wind tunnels and reactors), the rates of which should include its appropriate share of indirect costs. Specialized Service Facilities meet all of the following criteria: 
1) The facility incurs substantial annual expenditures and charge out volume of approximately $1 Million or greater, or has significant charges to federal funds. 
2) Treatment of its indirect cost within the Service Center rate rather than as part of the overhead pool, would "materially" affect the university-wide overhead rate; 
3) Its services should not be easily available from external vendors. 
If a Service Center is determined to meet the requirements to be considered a specialized service facility, then the Service Center rates must be set to recover both its direct costs and its allocable share of the university's administrative and facility-related indirect costs. Units falling in this category should contact the Budget and Resource Planning office for specific rate development guidance. 
[bookmark: _Toc260130934]COMPLIANCE RESPONSIBILITIES 
[bookmark: review][bookmark: _Toc260130935]SERVICE CENTER REVIEW COMMITTEE - A committee comprising representatives from Budget and Resource Planning, Business Affairs Office and the Office of Research Services and Administration has responsibility for: 
· Overseeing the formation of Service Centers and the establishment of their accounts 
· Performing an annual review and approval of structures for the selection of Service Centers 
· Service Center Review Committee will recommend proposed rate structures to BRP for the Fee Review Process.
[bookmark: deans][bookmark: _Toc260130936]RESPONSBILE UNITS - Ultimate responsibility for review of desirability and feasibility of Service Centers and designated operations rests with the Responsible Unit (RU) (or equivalent for non-academic units). Responsibilities include: 
· Fully review and approve the establishment of each new Service Center, prior to a FOPAL/Index being requested from Budget and Resource Planning (See Request form for new Service Center).  Factors such as consistency with University mission and Academic Plan, availability of similar service (particularly on campus) and the ability to identify separate costs should be considered before approving 
· Review and approve the rate calculation, and supporting documentation for the rate, prior to submission to the Service Center Review Committee 
· Review and approve the annual rate calculation and budget 
· Ensure centers will operate in accordance with federal cost principles and university policies and procedures
· Respond to all audit findings related to the center 
· Monitor financial position with the respect to 'break-even' status semi-annually 
· Provide a guarantee account approved by the RU’s Vice President/or designee to be charged if cash and/or fund balance is in a deficit at fiscal year end
[bookmark: dept][bookmark: _Toc260130937]DEPARTMENT HEAD - The Department Head is responsible for serving as a liaison between the Service Center Manager, Dean, and Vice President(s) as well as providing oversight for the activities of the Service Center Manager. 
[bookmark: manager][bookmark: _Toc260130938]SERVICE CENTER MANAGER - Day-to-day responsibility for the Service Center is provided by the manager, who monitors the operation and takes corrective action as needed. The Service Center Manager has an obligation to assure that: 
· An annual schedule of rates, with supporting calculations, is submitted to Budget and Resource Planning for review by the Service Center Review Committee, with detailed supporting documentation available for audit upon request 
· Develop a fiscally prudent plan that includes setting aside funds for equipment replacement.  The plan must include dollar amounts for contributions to a reserve fund.
· The financial position is reviewed no less than quarterly with respect to 'break-even' (see following section on break-even) 
· All equipment for which depreciation costs are included in the Service Center users fees are identified as Service Center equipment in Banner.  Contact the Business Affairs Property Control Office for more information.
· All building space should also be identified as Service Center space in the space study performed by Campus Planning and Real Estate 
· The approved rate schedule is applied uniformly to all users 
· Billings and receivables are performed on a monthly basis and reconciled within the Banner Financial Information System 
· Records of the details contained in all Service Center charges are maintained for audit as long as the grants or contracts they charge remain subject to audit and in accordance with Records Retention Laws. Each Service Center activity must be documented and records maintained to support expenditures, billings and cost transfers including: 
1) Maintain salary and wage documents for seven years, 
2) Rate calculation work papers, 
3) Written justification of the selected activity base for rate 
4) Reports or documentation of actual costs of operations (personnel and operating), 
5) Written approval of the rate from the review committee, if applicable, 
6) Annual records documenting and measuring sale of the services or products. 
7) Annual reconciliation of the inventory system 
[bookmark: budget][bookmark: _Toc260130939]BUDGET AND RESOURCE PLANNING (BRP) has responsibility for: 
· Beginning unit for all Service Center rate activity or change in structure
· Assisting in the determining the need for and establishment of the initial Service Center
· Assisting centers in annual rate calculations for incorporation in the budget 
· Assisting centers in establishing expenditure, revenue and capital budgets 
· Periodic review of financial status of Service Centers with respect to budget vs. actual expenditures 
· BRP will coordinate the rates for approval under the Fee Review Process and the Fee Book
· BRP will notify unit of approved rates and structures
[bookmark: financial][bookmark: _Toc260130940]BUSINESS AFFAIRS OFFICE has responsibility for: 
· Assisting Service Center Managers with policy and procedural matters related to accounting operations 
· Periodic review of financial status of Service Centers and annual reporting
· Review the performance of all Service Centers semi annually, with respect to cash balance and working capital compliance at midyear and at fiscal year end 
· Maintain depreciation calculations and post depreciation estimates on the BAO website for incorporation in the rate development 
· Assist in determining appropriate reserves for equipment replacement by updating the Capital Asset Maintenance Plan (aka 5 year plan) annually or upon request
[bookmark: panda][bookmark: _Toc260130941]CAMPUS PLANNING AND REAL ESTATE will collect information regarding the building space assigned to each Service Center or Specialized Service Facility as part of their space usage study. 
[bookmark: internal][bookmark: _Toc260130942]OFFICE OF RESEARCH SERVICES AND ADMINISTRATION (ORSA) has responsibility for:
· As a member of the Service Center Review Committee, assist Service Center Managers with policy and procedural matters related to OMB A-21 and other federal policy


[bookmark: _Toc260130943]RECOVERY OF COSTS 
[bookmark: nondiscriminatory]
[bookmark: _Toc260130944]NONDISCRIMINATOR RATES- Rates charged to internal users must be nondiscriminatory, and all users must be billed for services received. "Nondiscriminatory" means that all users are charged the same rate for the same level of services or products purchased in the same circumstances. Therefore, rates should not differentiate between University of Oregon users (which includes federal and non-federal-sponsored projects.) The use of special rates, such as for high volume work, are allowed, but they must be equally available to all users who meet the criteria. (The federal government does not object to charging external users a higher rate than that charged to internal users. However, rates must be justified as covering costs and not as profit.) 
[bookmark: billing][bookmark: _Toc260130945]BILLING PERIOD - Services must be billed on no less than a monthly basis after the service has been rendered; prepayments are not appropriate. Billings must occur five working days before the close of the Period each month to ensure timely postings to Banner. The Service Centers will operate in accordance with the university's fiscal year, July 1 through June 30. Centers should handle year-end billings consistently each year, to assure that twelve months of revenue are associated with twelve months of incurred cost. 
[bookmark: break-even][bookmark: _Toc260130946]BREAK-EVEN (Revenues equal Expenditures/Costs) - Service Centers should target break-even through budgeting and rate setting, but normally revenues and expenditures do not exactly match. OUS 05.713 defines break-even as working capital not to exceed 60 days of annual operating expenses, computed as of the close of Period 12. Under or over recovery of costs should be calculated based on actual revenues and expenditures, without regard to budgeted funds. If the Service Center expects to end the year in deficit 
(a) equal to 5% or less, rates must be increased and/or a transfer made from other sources or 
(b) if greater than 5%, a transfer must be made before year end down to the 5% and rates adjusted.
Any exception to (a) or (b) above requires a written work out plan approved by the Service Center’s responsible VP as well as the VP of Finance and Administration 
Calculation of annual operating expenses should exclude: 
i) Increase in inventory. A physical count of inventory must be taken annually and reported to Business Affairs Office by the close of Period 12 or as otherwise requested by the BAO in the closing of the books annual instructions.  
ii) Current Year Capital Equipment Purchases. Only the annual depreciation expense is to be included in calculating profit or loss. 
iii) Federally-funded equipment. Depreciation of equipment purchased with Federal Funds, cannot be included in user rates. 
[bookmark: mid-year][bookmark: _Toc260130947]MID-YEAR TREATMENT OF OVER/UNDER RECOVERIES - When it appears that a Service Center is going to end a given fiscal year with an operating surplus or deficit for the twelve months exceeding the above guidelines, this excess (the portion beyond the allowed) surplus or deficit should be addressed in a midyear adjustment of rates.  If it appears a rate adjustment is necessary, contact BRP to review and discuss options. 
[bookmark: _Toc260130948]CORRECTIVE ACTION PLANS
At the end of a Period 9 in any given fiscal year, the Business Affairs Office will notify Service Center Managers of activities with fund balance deficits or surpluses that require a corrective action plan. Departments and colleges are responsible for resolving deficit balances within their area.

Corrective action plans will include the anticipated time frame to resolve the deficit, or surplus, potential investment in the capital equipment replacement reserve (for surpluses), potential funding support (for deficits), and any revisions to the billing rate calculation. Possible corrective actions include:

[bookmark: _Toc260130949]Deficits
Increasing the billing rate
Billing rates may be increased to a level that will recover the deficit amount over a defined time frame from a customer base consistent with the activity that generated the deficit.
Reductions in operating cost
Operating costs (supplies, personnel, etc.) may be reduced to a level that will resolve the deficit over a defined time frame and/or to reflect the current customer base demands for services
Funding or loan
Funds from other accounts within the department or college may be used as a subsidy or loan to resolve the deficit.
Ending the activity and closing the account
The department or college will need to identify an account(s) to fund the remaining deficit
[bookmark: _Toc260130950]Surplus
Decrease billing rate
Billing rates may be decreased to a level that will return the surplus over a defined time frame from a customer base consistent with the activity that generated the surplus.
Deposit in capital equipment replacement reserve 
If the equipment used by the service unit qualifies, then the surplus may be deposited in the capital equipment reserve, in accordance with the policy for funding those reserves
[bookmark: unallowable][bookmark: _Toc260130951]UNALLOWABLE COSTS - Unallowable costs may not be budgeted or expensed on Service Center accounts and they may not be included in the user rate calculations as prohibited by OMB Circular A-21. Typical unallowable costs include, but are not limited to: 
· Advertising and public relations costs (J.1) 
· Alcoholic beverages (J.2) 
· Bad debts (J.4) 
· Contingency provisions (J.9) 
· Entertainment costs (J.15) 
· Fines and Penalties (J.18) 
· Insurance and indemnification (J.21) 
· Memberships, subscriptions, and professional activity costs of a social or individual nature (J.28) 
· Selling and marketing costs (J.42) 
See OMB Circular A-21, Section J for a complete list of unallowable costs
[bookmark: _Toc260130952]REQUESTING A NEW SERVICE CENTER 
[bookmark: _Toc260130953]THE APPLICATION PROCESS
[bookmark: _Toc260130954]Purpose
To define the required process for obtaining authorization to operate a Service Center, including Recharge Activities, Service Centers, and Specialized Service Centers.
[bookmark: _Toc260130955]Service Center Funding
Funding for start-up costs for any Service Center must be agreed to and provided prior to
commencing the activity. This includes funds and/or guarantee account for required equipment and inventory, plus funds to finance receivables and losses during the early stages of operation.
Ideally, start-up funds would be agreed to and provided by the department, college, or
vice president. This support indicates that the activity is important to the university's
mission. Service Center start-up funds may also be provided via a loan from central
university sources.
[bookmark: _Toc260130956]Departmental Approval
Requests for new Service Centers, including business plans, and the “UO Request for Service Center form” will first be reviewed and approved by the responsible department. If approved and adequate funding for start-up costs has been identified, the request will be forwarded to the Budget and Resource Planning office.
[bookmark: _Toc260130957]Assessing the Viability of the Activity
There must be reasonable assurance that Service Centers will be successful and generate the necessary revenues required to cover operating costs. For that reason these new activities need complete support from the responsible department head and college dean/director and/or appropriate vice president. Departments and colleges will be expected to cover net losses or failed operations.


[bookmark: _Toc260130958]Approval Process
Service Centers will use fund type 13 to account for their activity. Requests for new accounts required for the establishment and operation of a Service Center will be considered by the BRP and may require the preparation and submission of the following information for approval:
Departmental Approval
All forms, plans, and documentation submitted to the BRP must have the approval of the sponsoring RU and Vice President.
UO Request for Service Center Form
(The account request form may be downloaded from BRP website)
The Request PDF Form must be completed, with all required reviews and signatures.
Business Plan
Including funding, income, other revenue support sources, expenses, equipment depreciation, budget, working capital reserve (see definition) purposes and funding, and billing rate calculations for each customer type.
Other issues to be addressed in documentation
Unfair Competition
Describe the benefits to the University of establishing the proposed Service Center rather than acquiring the services directly from commercial sources. Explain the business practices that will be employed to avoid unfair competition with commercial enterprises which offer the same services.
Environmental Health and Safety considerations
Identify the nature of any hazardous materials, controlled substances, or other products that may pose a handling, storage, or disposal hazard which are covered by any regulatory requirements. Identify any procedures, structures, or devices that may pose hazards to property or personnel.
Compliance with practices and standards
All applicable compliance issues, such as animal care, ethics, human subjects, must be identified and the methods for compliance with those standards must be described. The costs of meeting compliance standards must be included in the business plan.


Availability of similar services from other University service centers
Identify where similar services and products are available from other Service Centers. Explain the benefit and necessity of establishing a new Service Center, rather than using the services of existing Service Centers.
Long term need and viability
Estimate the length of time that the proposed Service Center will need to be in operation. Consider what factors or events could obviate the need or viability of the Service Center. (The planned business life of all Service Centers must exceed a contiguous 12 months)
Additional Reviews
The following reviews may be required for new accounts. Budget and Resource Planning will determine and forward the application for any necessary reviews, comments and approvals.
Environmental Safety
For all new departmental Service Center accounts dealing with hazardous or radioactive materials, special review and written approval is required by Environmental Health and Safety to ensure proper procurement, delivery, inventory management, staff training, handling, and disposal.
Unrelated Business Income Tax (UBIT)
The University discourages any activity not related to its mission. All new Service Center account applications will be reviewed for potential Unrelated Business Income Tax liability by the Business Affairs Office. Both the State of Oregon and the federal government require that tax-exempt organizations, including the Oregon University System, pay tax on income derived from "unrelated business activities." For an activity to be considered an "unrelated business activity," all three factors must be present (1) a trade or business, (2) conducted regularly (the IRS has indicated an annual event is considered regular), and (3) not substantially related to the University's tax-exempt purpose.
[bookmark: _Toc260130959]RATE DEVELOPMENT
Costs included in billing rates
· Cost should be reasonable – costs are those necessary for the operation of the Service Center and which are consistent with established University, OUS, and Federal policy.
· Costs should be consistently applied according to generally accepted accounting principles.
· Costs should be properly allocable to services/products in accordance with relative benefits received or other equitable relationships.  They should solely benefit the service/product, be in proportions that can reasonably approximate, and are necessary for the overall operation of the Service Center.
· Costs should be allowable – Unallowable costs (see unallowable costs) cannot be included in billing rates charged to institutional funds.
· Costs can be salaries and wages, OPE, Services and Supplies, Travel, and associated overhead assessment.  In addition, Capital depreciation, indirect Service Center costs (not F&A rate) can be included in the billing rate.
Types of Billing Units
Billing units are based on how the service is offered (e.g., hours, unit price, percentage, etc).


[bookmark: _Toc260130960]Addendum
[bookmark: _Toc260130961]Definitions 
Applicable Credits
Transactions that offset or reduce costs, such as purchase discounts, rebates, allowances, refunds, etc. For purposes of charging Service Center costs to federally sponsored programs, applicable credits also include any direct federal financing of Service Center assets or operations (e.g., the direct funding of Service Center equipment by a federal program).
Billing Rate
The amount charged to a user for a unit of product or service. Billing rates are usually computed by dividing the total annual cost of a service by the total number of billing units expected to be provided to users of the service for the year.
Billing Unit
This is the unit of service provided by a Service Center. Examples of billing units include hours of service, animal care days, tests performed, machine time used, etc.
Budget and Resource Planning
BRP within VPFA has been designated oversight responsibility for Service Centers.  BRP is the initial office for all Service Center requests and will assist departments with development of Service Center rates and rate structures.
Business Affairs Office
The Business Affairs Office within VPFA will review and monitor Service Center accounts for compliance with GASB, GAAP , OUS and UO accounting requirements.
Capital Asset Replacement Reserve
An account administered by Business Affairs on behalf of Service Centers for the purpose of funding the, maintenance and repair of equipment used by the Service Center.
Deficit
Where the costs of providing a service exceeds the revenue generated by the service during a fiscal year.
Depreciation
The systematic allocation of the cost of a capital asset over the period the asset is expected to be used.
Designated Operations (Recharge Activities)
These are activities that are established to provide services to customers within a college or department versus a Service Center which has a university-wide mission. A Recharge Activity has annual activities greater than $10,000 but less than $50,000.
Direct Operating Costs
These include all costs that can be specifically identified with a service provided by a Service Center. These costs include the salaries, wages, and OPE of university faculty and staff directly involved in providing the service; materials and supplies; purchased services; related travel expenses; equipment rental or depreciation; interest associated with equipment acquisitions; etc.
Equipment
Equipment is a movable tangible asset to be used for operations, the benefits of which extend beyond one year from date of acquisition and rendered into service.
Goods and Services 
Items recharged through a Designated Operations, Service Center or Specialized Service Center.  They can include such activities as hiring a security officer, paying for a cell phone or desk phone, renting a microscope, requesting printing services, charging for space via rent, utilities and other charges.
Indirect Service Center Costs 
All costs that can be specifically identified with a Service Center, but not with a particular service provided by the center, such as the salary and OPE of the administrative Service Center director or related administrative support personnel.
Scientific Equipment
Capital equipment used in scientific instruction, scientific research, or used to fabricate
instruments, chemicals, or other materials used in scientific instruction or research.
Service Center
A Service Center is financially self-sustaining entity that exists to provide services to others within the university for a fee. Service Centers offer goods and services that are unique, benefit the effectiveness of the University when conveniently available, require special control, are subject to federal and/or state regulations, or are not readily available from external sources. As defined in this policy, there are three types of Service Centers: Recharge Activities, Service Centers, and Specialized Service Centers.
Service Center Manager: Responsible for day-to-day operations of the Service Center.  Job titles may vary throughout campus and centers.
Specialized Service Center.
This is a Service Center with highly complex or specialized facilities (examples Wind Tunnel and Reactors) and which are required by a very limited number of research activities. Any Service Center which meets all four of the following criteria must be classified as a Specialized Service Center:
Revenues and expenses
The facility incurs substantial annual expenditures and charge-out volume of $1 million or greater. 
Substantial Indirect Costs
If the indirect costs were included as part of the University’s overhead pool, those
costs would "materially" affect the University-wide overhead rate.
Specialized Services
Its services are not easily available from external vendors.
Services provided to very limited set of users
Its services are required in support of a very limited number of research activities.
Surplus or Operating Surplus
This is the amount of revenue generated by a service exceeding the costs of providing the service during a fiscal year.
Unallowable Costs
Costs that cannot be charged directly or indirectly to federally sponsored programs.
These costs are specified in OMB Circular A-21. Common examples of unallowable
costs include, but are not limited to, alcoholic beverages, bad debts, charitable
contributions, entertainment, fines and penalties, goods and services for personal use,
interest (except interest related to the purchase or construction of buildings and
equipment), and contingency reserves.




[bookmark: _Toc260130962]Chart of Account codes used within the Service Centers

	Operating FOPAL
		56 – Sales and Services Revenue – External Customers
		59 – Internal Sales – Internal Customers
		60 – Labor – Salaries, Payroll and OPE
		70 – Service and Supplies (excluding unallowable costs)
		75 – Merchandise for Resale
		78 – Depreciation Expense

	General Ledger
		11 Cash
		20 Liabilities
		40 Fund Balance

Capital Equipment Replacement Reserves are established in a new fund.  Contact BAO Accounting 6-3524 for assistant with establishing and contributing to the reserve fund.

Examples of UO Service Centers

	Telephone Services
	Computer Center
	Printing and Mailing Services
	Central Power Station
	Institute of Molecular Biology
	CAMCOR
	Transgenic Mouse Facility
	Oregon Wide Area Network
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