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Compliance

Adjustment 
to  

Bre ake ve n



Because many research service center users are 
paying with fe de ra l s pons ore d dollars , ra te s  
charge d m us t  adhe re  to  cos t  principle s  e s tablis he d by the  
fe de ra l Office  of Manage m e nt  and Budge t ’s  “Uniform  
Adm inis t ra t ive  Re quire m e nts , Cos t  P rinciple s , and Audit  
Re quire m e nts  for Fe de ra l Awards ”, com m only re fe rre d to  as  the  
Uniform Guidance 2 CFR 20 0  s ubpart  E - Cos t  P rinciple s .

Federal Compliance Guidelines



Interpretation and Compliance



Uniform Guidance

Uniform Guidance ≠ Uniform Interpretation 

Uniform Interpretation ≠ Uniform Compliance 



Smiley/Frowny Face #1

Core recharge centers have been chosen for audits by the 
Federal government.  As Director of the program, you now 
find that you should review these two cores to prepare 
yourself for any negative findings the federal government 
may present.   



Mass Spectometry & Proteomics Core Facility (MSPCF) 
This core was anticipated to  have 15 users per month and the calculated rates that 
would achieve near breakeven results as was determined by the core manager.  This 
projection turned out to be wrong when after the first year in business it averaged 22 
users per month.  This had a dramatic effect on the revenue/recovery.  The annual 
revenue has exceeded the core’s annual expense by $100,000.  The core director sees 
this as an opportunity to purchase some upgraded equipment.

Metabolomics Core (MC) 
This core has seen a serious drop in business in the last year and has a looming deficit of 
~$56,000. Since MSPCF would have to wait until the next FY to purchase any equipment, 
the  of operations manager of Shared Resources wants to make a transfer of $56K from 
Mass Spec & Proteomics Core to the Metabolomics Core. The balance from the $100,000 
surplus will then be transferred to a reserve fund for the future equipment purchases.   
This will allow the cores to appear more sustainable.

Smiley/Frowny Face #1



Concept of Cost Recovery

Many core facilities operate as cost recovery systems (recharge or break-
even operations), at either full or partial cost recovery.  

“Operating at break-even means there
is no significant profit or loss resulting 
from charging users for goods or services 
in the operating cycle… and any excess 
surpluses or deficits are eliminated by 
adjusting future rates.”

revenues e xpe nse s



Concept of Cost Recovery

revenues e xpe nse s

Accurate and appropriate cost recovery allows for: 

• Fairness and compliance in charging customers
• Understanding costs and usage levels
• Calculating breakeven point

(Breakeven rate does not always = price to users)

• Evaluating services
• Covering expenses



Uniform Guidance 2 CFR 200. 468  

The costs of such services, when material, must be charged directly to applicable 
awards based on actual usage of the services on the basis of a schedule of rates or 
established methodology that:
• Does not discriminate between activities under Federal awards and other activities 

of the non-Federal entity.
• Is designed to recover only the aggregate costs of the services normally both direct 

& allocable share of indirect costs.
• Rates must be adjusted at least biennially, taking in account deficits or surplus from 

the previous period. 

Federal Compliance Guidelines



Uniform Guidance 2 CFR 200. 468

• All internal rates consistent. 
• The costs for these facilities need to be based on actual usage, and the rates 

charged should be designed to cover the actual cost of providing the services, 
without profit.

• You must re-evaluate your rates at least every two years. 

This ensures transparency and fairness in how facilities funded by federal grants 
charge for their services.

Federal Compliance Guidelines



Uniform Guidance 2 CFR 200. 403 
Factors  Affe ct ing the  Allowability of Cos t

Dire ct  Cos t  Crite ria : 
• Allowable  
• Allocable  
• Re asonable  
• Cons is te nt ly Tre ate d

Federal Compliance Guidelines



Uniform Guidance 2 CFR 200.403
Direct Cost Criteria:
Allowable

Conform to any limitations or exclusions set forth in these principles or in the Federal award as to 
types or amount of cost Items. 

Allocable 
A cost is allocable to a particular Federal award or other cost objective if the goods or services 
involved are chargeable or assignable to that Federal award or cost objective in accordance with 
relative benefits received.  

Reasonable
A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by 
a prudent person under the circumstances prevailing at the time the decision was made to incur the 
cost. 

Consistent treatment  
A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the 
same purpose in like circumstances has been allocated to the Federal award as an indirect cost.



Allowable
Costs must be permissible under the rules. 

Allocable
The cost must benefit the project and only that project. 

Reasonable
The cost must make sense given the project's needs and the prices in the market. It 
shouldn't be excessive or overpriced. A reasonable person would agree that the cost is fair 
and appropriate.

Consistently Treated
Costs should be handled the same way across the organization. For example, if you treat a 
certain cost as a direct expense for one grant, you should do the same for similar grants, and 
not count it as indirect on others.

These factors help ensure that federal funds are used responsibly and fairly for their intended purposes.

Uniform Guidance 2 CFR 200.403



◦ Investigators can not be charged less by donating equipment to a core.
◦ Investigators can not be charged less by contributing to equipment purchases. 
◦ Federal funding can not be charged more than non-Federal users (external).
◦ Cores must operate on a break-even basis – generally every year. 
◦ Fees can not be set solely based on “market prices.”

Core facilities may charge less than the full cost-based rate. In many cases,  
institutional investment is provided to bring their Year-End balance to zero.
Breakeven does not always equal price – unless you factor in the central subsidy.

Other things we see



Mass Spectometry & Proteomics Core Facility (MSPCF) 
This core was anticipated to  have 15 users per month and the calculated rates that 
would achieve near breakeven results as was determined by the core manager.  This 
projection turned out to be wrong when after the first year in business it averaged 
22 users per month.  This had a dramatic effect on the revenue/recovery.  The 
annual revenue has exceeded the core’s annual expense by $100,000.  The core 
director sees this as an opportunity to purchase some upgraded equipment.

Metabolomics Core (MC) 
This core has seen a serious drop in business in the last year and has a looming 
deficit of ~$56,000. Since MSPCF would have to wait until the next FY to purchase 
any equipment, the Director of Shared Resources wants to make a transfer of $56K 
from Mass Spec & Proteomics Core to the Metabolomics Core. The balance from the 
$100,000 surplus will then be transferred to a reserve fund for the future equipment 
purchases.   This will allow the cores to appear more sustainable.

Smiley/Frowny Face #1



Mass Spec. & Proteomics/Metabolomics
∙ Rates should be periodically adjusted to prevent surpluses/deficits.
∙ Transfer of funds not allowable – Funds used for unrelated 

purposes.
∙ Universities shall recover equipment costs through depreciation.
∙ Perhaps the university did not have any written policies in place to 

prevent this.

Smiley/Frowny Face #1



I have a new instrument that is covered by a warranty. When the warranty runs out in a couple of 
years, I’ll need to purchase a service contract.

I know how much the service contract is going to be when the warranty runs out. I calculated how 
much I will have to charge users at that time to reach breakeven, and I plan to start charging them 
that amount now, while the instrument is under warranty. That has two great benefits:

• I can bank money for future years’ operations or purchase new equipment.
• No one will get mad at me for raising rates when the warranty runs out.

Smiley/Frowny Face #2



I’m a PI. I’m going to put 50% of one core’s employee on my RO1 to strengthen the grant. The work 
performed for the grant will be the same as the services provided by the core, but it helps to have 
dedicate FTE listed, and it will help offload some of the core’s expenses.

Okay. No problem! I’ll still put them on the grant, but once funded, I’ll move them off the grant and 
charge through the core so we can be compliant. 

Smiley/Frowny Face #3



I’m a benevolent PI. I have a fantastic Orbitrap Mass Spec. The warranty ran out, so I think I’ll be 
generous and give it to the Proteomics Shared Resource. They will surely appreciate my generosity 
and allow me to use the instrument for free, since, after all it really is my instrument...   

Okay. The heartless core director told me they won’t let me use the instrument for free. I’ll still give 
them the instrument, and they are offering me some form of priority access.  

Smiley/Frowny Face #4



Institutional Policies
Interpretation of the Uniform Guidance and 
ins t itut ional policie s  are  de te rm ine d by e ach 
e nt ity base d on the ir budge t , m anage m e nt  
s t ructure , public  or priva te , inte rnal risk 
as se s sm e nt , m ake up of the ir ne got ia te d 
facilit ie s  and adm inis t ra t ive  (F&A) cos t  pool, 
and othe r pe rt ine nt  factors .
Sta te s  m ay have  rule s  as  we ll – e .g. unfa ir 
com pe t it ion.



Rate Setting

Adjustment 
to  

Bre ake ve n



Key Components for Rate Setting

Expenses

Cos t  
Allocat ionUs age

De fine  
Se rvice s

Adjus tm e nt  
to  

Bre ake ve n



Formula for Rate Calculation

Annual expense ÷ annual usage  le ve l = bre ake ve n ra te

Breakeven point does not always equal price 



Illustrated Formula for Rate Calculation
Annual expenses ÷ annual usage  le ve l = bre ake ve n ra te

Core Facility XYZ

Expenses

Total 
Annual 

Expense 
Service    

1
Service   

2

Personnel  (salary & benefits) 15,000     8,500 6,500 

Lab Supplies and Consumables 12,000 6,000 6,000 

Service Contracts 6,000 2,250 3,750 

Equipment Depreciation 10,000 7,500 2,500 

Other costs 1,000 500 500 

Total Expenses 44,000 24,750 19,250 

Estimated Usage per year 150 154
Breakeven price per unit                                       

(sales per year / total costs) 165.00 125.00 

De fine  
Se rvice s

Expe nse s

Cos t  
Allocat ion

Usage

Adjus tme nts  
to  Bre ake ve n



What are you selling? 

How is  it  m e asure d?

Can you accurate ly as s ign cos ts ?

Is  it  billable  on a  re gular bas is ?

De fine  
Se rvice s

Key Component: Define Services



Is it a stand -a lone  se rvice  or part  of a  
bundle ?

How is  it  d iffe re nt  from  othe r 
s e rvice s  in terms of its costs?  

De fine  
Se rvice s

Evaluate  e ach propose d se rvice :

Key Component: Define Services



Always have a mechanism in place to 
charge  for one  offs , one -of-a-kind 
proje cts , e xce s s  consulta t ion t im e

Key Component: Define Services

De fine  
Se rvice s

Include  a  consulta t ion or s taff t im e  / be nch t im e  ra te



Expenses

pe rs onne l 
cos t s  

m ate ria ls  
and 

s upplie s
s e rvice  

cont racts

Cos ts  include d in the  ra te  m us t  be  cont ribut ing to  that  s e rvice

e quipm e nt  
de pre cia t ion

s taff t ra ining 
and 

de ve lopm e nt

phone s
printe rs
copie rs

Dire ct  Indire ct  
Expe nse s

Othe r cos ts  that  may be re cove re d:

Dire ct  
Expe nse s

Key Component: Expenses



Annualize expenses and allocate
as  a  pe rce ntage  of tota l Expe nse s

Key Component: Expenses



Equipment and Depreciation (if applicable)

Equipm e nt  is  c las s ifie d as  an as s e t  whe n 
it  has  a  purchas e  price  ove r a  ce rta in thre s hold ($5 K) and a  
us e ful life  of m ore  than one  ye ar (OMB change d this  to  
$10 K as  of this  m onth).

The  purchas e  price  of an as s e t  is  s pre ad ove r it s  us e ful 
life s pan. Expe ns ing the  purchas e  price  acros s  m ult iple  
ye ars  is  re fe rre d to  as  de pre cia t ing.

Expe nse s

Key Component: Expenses



Depreciation – not  m andatory

Expe nse s

Non-fe de ra lly funde d e quipm e nt  can be  
de pre cia te d on the  core , IF it  is  not  de pre cia te d 
ce nt ra lly as  part  of the  indire ct  cos ts . 
Core  can the n se t  as ide  the  funds  for future  
purchase s .

Key Component: Expenses



Equipment Depreciation Expense

Is  it  a llowable  on the  core ?

Will inclus ion of the  de pre cia t ion e xpe nse  
re nde r the  s e rvice  unaffordable ?

Expe nse s

Key Component: Expenses



Key Component: Expenses

Expenses

Staff Training and De ve lopm e nt

Indire ct  Dire ct  e xpe nse s

Ge ne rally a llowable  if d ire ct ly applicable  to  the  job, 
such as   spe cia l ce rt ificat ions , t e chnology re la te d, 
e tc .

Office  supplie s , com pute rs , account ing and 
adm inis t ra t ive  s taff, e tc .; the se  ite m s  are  not  
actually part  of the  output   but  re quire d to  run the  
core  and can be  a t t ribute d to  core  usage .



Cost allocation is the process of assigning expenses to each service at 
the  le ve l use d to  produce  tha t  s e rvice .

Key Component: Cost Allocation



Cost 
Allocat ion

P e rsonne l Hours

Whe n a  ra te  is  base d dire ct ly on a  pe rson’s  t im e , a llocate  the  
appropria te  am ount  of e ffort  to  cove r the  e xpe cte d volum e  of work

Key Component: Cost Allocation



Cost 
Allocat ion

Calcula t ing  a llocat ions  for ra te s  base d on 
pe ople  hours

Base  a llocat ion on actual billable  hours  pe r 
ye ar

Key Component: Cost Allocation



Key Component: Allocation and Usage 
Rates based on direct hours

You can’t  s e ll m ore  than you have

Cos t  
Allocat ionUsage



Key Component: Usage 

Usage

Source s  of Data  

• His torica l da ta  ove r a  rolling pe riod 
of t im e

• Know your use rs

• Capacity: s taff t im e  and/or ins t rum e nt   t im e  



Over-estimating usage

total expenses for Service 1 $   10,000.00 

estimated annual usage units 500 

Breakeven price per unit $           20.00 

Actual annual usage units 250 

Revenue: 250 units @ $20.00 $     5,000.00 

Deficit $     5,000.00 

Under-estimating usage

total expenses for Service 1 $   10,000.00 

estimated annual usage units 500 

Breakeven price per unit $           20.00 

If you sell 600 units, you are
recovering more than 

breakeven

Actual annual usage units 600 

revenues $   12,000.00 

Surplus $     2,000.00 

If you sell 250 units you will 
recover only half your 

expenses

Key Component: Usage 



• Subsidized Usage 
• External academic & non -profit organizations 
• Industry and commercial entities 
• Bulk pricing, off peak time usage, other special circumstances

Key Component: Adjustments to Breakeven

Adjus tm e nts  
to  the  

Bre ake ve n 
ra te



Adjustments 
to  the  

Bre ake ve n 
ra te

Subs idize d Usage  
Subs idie s  tha t  provide  support  for the  core  facility and are  applie d to  
a ll use rs  e qually.

Subs idie s  tha t  apply only to  a  de fine d subse t  of use rs  - the  subs idy is  
use d to  cove r the  am ount  not  charge d to  those  use rs .

Key Component: Adjustments to Breakeven



Annual expenses ÷ annual usage  le ve l = bre ake ve n ra te
Core Facility XYZ

Expenses

Total 
Annual 

Expense 
Service    

1
Service   

2

Personnel  (salary & benefits) 15,000     8,500 6,500 

Lab Supplies and Consumables 12,000 6,000 6,000 

Service Contracts 6,000 2,250 3,750 

Equipment Depreciation 10,000 7,500 2,500 

Other costs 1,000 500 500 

Total Expenses 44,000 24,750 19,250 

Estimated Usage per year 150 154
Breakeven price per unit                                       

(sales per year / total costs) 165.00 125.00 

De fine  
Se rvice s

Expe nse s

Cos t  
Allocat ion

Usage

Adjus tme nts  
to  Bre ake ve n

Key Component: Adjustments to Breakeven



Subsidized Usage 
A. Subs idie s  that  provide  support  for the  core  facility and are  applie d to  a ll             
us e rs  e qually: 

Subt ract  am ount  of 
s ubs idy from  tota l 
e xpe ns e s  for e ach 
ra te , the n apply 
form ula  us ing the  
ne t  e xpe ns e s

Total Expenses 44,000 24,750 19,250 

Subsidy (10,000) (5000) (5000)

Net Expenses 34,000 19,750 14,250

Estimated Usage per year 150 154

Breakeven price per unit                                       
(total expenses / sales per year) $ 165.00 $  125.00 

Subsidized Price per Unit $ 131.67 $ 92.53

Annual NET e xpe nse  ÷ annual usage  le ve l = subs idize d ra te

Key Component: Adjustments to Breakeven



Subsidized Usage 
B. Subs idie s  that  apply only to  a  de fine d subse t  of use rs ; 

The  subs idy is  use d to  cove r the  am ount  not  charge d to  those  use rs

Divide  the  am ount  of 
s ubs idy pe r ra te  by 
e xpe cte d le ve l of 
s ubs e t  us age  to  
arrive  a t  the  am ount  
of dis count  applie d to  
e ach unit  of e ach ra te

service 1 service 2

Breakeven price per unit             
(total expenses / sales per year) $ 165 $ 125

Total Subsidy for User Group A $ 1000 $ 1000

Level of usage for Group A 50 100

Subsidy per unit for Group A $ 20 $ 10

Amount charged to Users in Group A $ 145 $ 115

Key Component: Adjustments to Breakeven



Additions to breakeven rate for:

Exte rnal acade m ic & 
non-profit  organiza t ions
• Ne got ia te d Facilit ie s  and 

Adm inis t ra t ive  ra te  
(F&A rate )

Indus t ry and com m e rcia l 
e nt it ie s
• Ne got ia te d Facilit ie s  and 

Adm inis t ra t ive  ra te  (F&A 
rate )

• P rofit  to  re ach ‘m arke t ’ 
ra te

Adjus tm e nts  
to  the  

Bre ake ve n 
ra te

Key Component: Adjustments to Breakeven



Any adjustments to the 
bre ake ve n ra te  should be  
base d on a  diffe re nce  in 
cos t  or the  applica t ion of a  
subs idy to  offse t  the  
re duce d ra te . 

If re duce d pricing is  
offe re d, it  m us t  be  
available  to  a ll use rs  
m e e t ing the  sam e  crite ria . 

Bulk Rate

Off P e ak t im e  
usage

Othe r spe cia l 
c ircum s tance s

Re duce d P ricing For:

Key Component: Adjustments to Breakeven



Accounting for Surpluses or Deficits

Surplus

Surpluse s  occur whe n 
the re  is  m ore  usage  
than e s t im ate d, or cos ts  
are  lowe r than 
ant icipate d.
Elim inate  surplus  by 
re ducing ra te s  in the  
ne xt  pe riod.

De ficit

De ficit s  occur whe n sa le s  
are  lowe r than e xpe cte d, 
or cos ts  run highe r.
Re cove r de ficit s  by 
adding into your pricing 
in future  pe riods  unt il 
back a t  bre ak e ve n.



Fund Balance

Components of the account fund balance

• Carry forward a llowance
• Equipm e nt  de pre cia t ion re se rve
• Exte rnal s a le s  re se rve



Make -up of the  re charge  account  fund balance
Carry Forward Allowance

• 6 0  to  9 0  days  annual 
ope rat ing e xpe nse

• Calcula te  the  ave rage  
m onthly e xpe nse  ove r a  
12 to  18  m onth pe riod, 
m ult iply by 2 or 3  
m onths  for a llowable  
carry forward am ount

Equipment Depreciation 
Reserve

• Accum ulate d 
de pre cia t ion pool

• Add annual de pre cia t ion 
for e ach ye ar, subt ract  
out  any e quipm e nt  
purchase s  m ade  from  
the  re se rve

External Sales Reserve

• Track any F&A 
com pone nt  charge d to  
e xte rnal use rs

• Add F&A colle cte d to  
running balance , 
subt ract  out  any 
purchase s  m ade  from  
the  re se rve

Fund Balance



Best Practices
• Review rates annually and make any needed adjustments.

• Invoice at regular intervals.  For long term projects, this may 
mean defining your services in a  m anne r that  a llows  for 
pe riodic billing.

• Maintain a  log of a ll output .

• Re cord a ll re ve nue s  and e xpe nse s  in a  s ingle  
re charge  account . 



Fund Balance



Sample 
ra te  de ve lopm e nt  workshe e t :

sum m ary page



Sample 
ra te  

de ve lopm e nt  
workshe e t :

supplie s  de ta il 
page



May you find effective ways to motivate for compliance, and 
may your operations receive only the smiliest of faces!



Thank you

https://grants.nih.gov/grants/guide/notice-files/NOT-OD-13-053.html
FAQs for costing of NIH-Funded Core Facilities:
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