
 

 

University of Mississippi Medical Center 
Policy on Service Centers 

I. Purpose 

As a recipient of federal funding, UMMC is required to comply with the cost requirements of 
the Office of Management Budget (OMB) Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements (2 C.F.R. 200) for Federal Awards and federal agency 
policies and procedures.  In order to comply with these requirements, it is necessary for 
UMMC to establish, maintain and provide a consistent framework for the operating practices 
of its service centers.   For purposes of this policy only, the terms service center, recharge 
center and core facility are interchangeable and will hereafter be referred to as service 
centers. 

II. Policy 
 
UMMC will comply with Office of Management and Budget (OMB) Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements (Uniform Guidance) 
Cost Accounting Standards; and applicable federal, state and institutional regulations and 
policies when establishing and maintaining the framework for the fiscal operations and 
functioning of service centers.    
 
III. Scope 

This policy applies to all service centers at UMMC.   

IV. Policy Details 

ESTABLISHING A SERVICE CENTER 

A Service Center is an operating unit established for the primary purpose of providing access 
to instruments, technologies, goods, services, as well as expert consultation and other 
services to scientific and clinical investigators on an on-going basis for a fee with recurring 
annual charges of at least $10,000 in billings to non-federal programs or sources or 
$5,000 to federal programs. These are highly complex or specialized facilities often focused 
on research or academic activities providing sales to federally sponsored activities and that 
do not necessarily market to the entire university. Identifiers of a service center are: 

o The costs of its goods or services can be directly identified with activities in 
which the goods or services are used 

o Its goods and services benefit instruction and/or research activities 
o It is not classified as auxiliary 
o It has a predetermined rate for goods and services 
o There is an element of direct overhead included in the rate 

All service centers must support or relate to UMMC’s missions of research, education or health                       
care. 



 

 

In order to begin the process for establishing a service center, a Service Center Request Form, 
approved by the Service Center Director’s Department Chair/Dean, must be submitted to the 
Office of Sponsored Programs – Post Award Division (OSP).   Requests to establish a service 
center will be reviewed and approved by the Core Committee or Recharge Center Review 
Committee as appropriate.   Approved applications will be forwarded to OSP for activity 
establishment. 

The application template is located on the Office of Sponsored Programs intranet site: 
https://www.umc.edu/Research/Sponsored_Programs/Forms_and_Templates.aspx 

 
Recharge Center Review Committee and Core Committee Composition and 
Responsibilities 

The Recharge Center Review Committee (RCRC) is comprised of representatives from 
Accounting, Office of Sponsored Programs and Office of Integrity and Compliance.   This 
committee will be responsible for the initial review and approval of the budgetary aspects of all 
applications and the approval of administrative service centers.    

The Core Committee is comprised of selected faculty representatives.  This committee will 
review and approve all scientific service center requests after budgetary approval by the RCRC.  
Requests for highly complex service centers may be submitted to the UMMC Compliance 
Committee for review and approval as deemed necessary by the review committee(s). 

The service center should not commence operations until the rates and application are approved. 

BUDGET CONSIDERATIONS AND RATE DEVELOPMENT 

Budget Considerations 

Service Centers must create annual budgets that include anticipated revenues and expenses.   The 
cumulative gain or loss from prior years will be included in the annual budget and rate 
calculations.   
 
The Revenue budget should be based on the estimated volume of goods or services/billable units 
multiplied by the applicable rates.   Prior year performance and future needs of users should be 
considered when estimating revenue and usage levels. 
 
The Expense budget should include costs only related directly to the operation of the recharge 
center.   Expense categories may include: 

 Salary and fringe benefits 
 Materials and supplies 
 Maintenance and repair, including equipment maintenance agreements 
 Equipment (less than $5000)* or equipment rental 
 Non-capital leases 
 Depreciation on equipment costing $5,000 or more** 
 Travel  
 Professional fees and services 



 

 

 
*Capital equipment, defined as an item with a purchase price of $5000 or more and a useful life 
of at least one year, is not an allowable operating expense, and cannot be included in a federal 
rate determination or be used in the calculation of the annual surplus/deficit.   Equipment costing 
less than $5000 is allowable and must be treated as an operating expense when calculating 
billing rates.     
 
Capital equipment replacement costs can be built into rates that will be charged to non-federal 
projects.   Questions related to how different rates should be developed should be directed to the 
Office of Sponsored Programs.   They can assist with providing detail information on what is 
allowable based on the type of rate being developed. Please email: 
RechargeCenterReview@umc.edu  with any questions or to schedule a meeting. 
 
**Depreciation of capital equipment provided by a subsidy (non-service center source) and is 
used solely for the purpose of the service center, is an allowable cost to the service center.    
 
A capital reserve activity will be established for service centers that have been approved to 
include depreciation expense in the annual operating costs used to calculate the billing rates.  
This activity will be funded based on the actual amounts of depreciation expense charged each 
fiscal year.  Transfer of funds into these activities will be done by the Comptroller’s Office 
during the annual review process.  Use of these funds will be restricted to offset the cost of future 
capital purchases for the service center and to pay for repairs or maintenance to existing service 
center equipment. 
 
Unallowable Costs must be excluded from the budget.  Examples of unallowable costs include 
standard costs that are not allowable under State and UMMC policies.  Additional examples of 
unallowable costs include: 
 

 Membership dues 
 Salaries over the NIH salary cap 
 Alcoholic beverages 
 Entertainment costs 
 Capital equipment ($5,000 or more) or capital leases 
 Internal loan repayment of capital purchases 
 Fines or penalties 
 Gifts 
 Donations to organizations or individuals 
 Fundraising 
 Public relations 
 Advertising (except for personnel recruiting) 
 Scholarships and student aid 

 
For details on unallowable types of expenditures, refer to the OMB Uniform Guidance. 
http://www.ecfr.gov/cgi-bin/text-
idx?SID=6214841a79953f26c5c230d72d6b70a1&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl  
 
 



 

 

Breakeven Expectation (Revenue = Expenses) 
 
The service center rates are the cost per unit of goods or services established in order to recover 
the expenses of the service center and achieve a breakeven financial position over a period of 
time.  The breakeven period is a reasonable period of time over which cumulative revenue for a 
service or product equals cumulative expenses. UMMC has established that one year / twelve 
months is a reasonable period of time.  New service centers have up to three years to achieve a 
breakeven point, as some service centers require a long breakeven period due to startup costs or 
volume fluctuations. 
 
The use of appropriate billing unit and rate is essential to ensuring users are only charged a 
proportionate share of the actual costs of operating the service center.  It is not always possible to 
predict what rate(s) will provide a breakeven position.   However, it will sometimes be necessary 
to adjust rates mid-year or at other times during an annual cycle. 
 
Monthly, mid-year or annual reviews of service center activities should be performed to 
determine compliance with the surplus/deficit requirement.   At a minimum, the service center 
director should perform a review every six months.  Documentation of these reviews must be 
maintained and be available for review. 
 
If there are operating surplus/deficit balances, the budget should be reviewed to determine if rate 
adjustments are necessary.   If a cumulative operating surplus/deficit exists at year end, the 
surplus/deficit must be included in future rate calculations. Any consistent surplus/deficit, 
regardless of the percentage, will be reviewed as part of the annual financial report submission. 
 

Rate Development and Review 

Rates are based on budgeted projections of operating expenses, including carry forward 
surplus/deficit, divided by projected levels of revenue. 

  Budgeted Expenses + / - Cumulative Carryforward Surplus/Deficit 
 Budgeted/Projected Level of Sales of Goods/Services (Billable Units) 
 
A billable unit is the measurement used to identify the specific goods and/or services provided 
by a service center.   
 Examples of billable units include: 

 Machine hours 
 Labor hours 
 Unit cost 
 Number of samples 
 Tests performed 
 Other unit of measure appropriate to a specific activity 

 
Only allowable costs, as described in previous sections, are to be used in producing and 
providing the service or product and also in establishing the billing rates. 

 



 

 

There are a few things to remember in order to achieve a competitive service rate: 

 Recover the cost of providing the service 

 Rates are based on the total costs divided by anticipated volume 

 Rates are a derivative of total cost estimates to operate the service center based on 
all allowable cost / revenue considerations 

 Rate schedules should be published and adhered to so that internal users charging 
federal programs do not pay more than other users 

There are instances where more than one rate would exist depending on the type of user.  Internal 
users would pay an internal rate, while external users would pay a similar rate to the internal rate 
but marked up with a premium to recover F&A costs associated with providing the service.   
There may also be different rates for federal and nonfederal programs.  The federal rate will 
typically be the lower rate because of unallowable costs that cannot be built into the rate. 

*Please note: If you want to use any rate that is a lower/discounted rate than the standard 
approved rates, you must obtain prior approval from the RCRC.   An example of this would be 
charging a particular group or department a lower rate for a standard service that has been 
originally approved by the appropriate review committee.   

Billing Procedures 

Billing must be documented and based upon measured utilization.  Service centers must maintain 
a published price list of all services or products available.   Billing should be processed on a 
timely basis at the established service center rates.    

The Office of Sponsored Programs – Post Award provides assistance with the entirety of the 
billing process.  Contact that office to determine the procedures that will need to be followed that 
may be specific to the service center.   

 

FINANCIAL REPORTING AND REVIEW GUIDELINES 
 
Annual Financial Reporting Requirement 
  
An annual financial operating report is required to be submitted to the RCRC by October 15 of 
each year as part of the annual rate approval process. ( RechargeCenterReview@umc.edu ) 
 
The Office of Sponsored Programs will prepare a preliminary report for each center to aid the 
service center in the preparation of the final report.  The Office of Sponsored Programs will 
submit the preliminary report to the service center director for review by September 1.   The 
service center director will then be responsible for reviewing the information and compiling the 
final report that is submitted to the RCRC by October 15.  This financial report is used to 
determine if service centers are operating at or near breakeven and that expenses are allowable 
and properly allocated to service center accounts. 
 



 

 

The Service Center – Annual Financial Report shows the format to be used when preparing 
annual financial operating reports.  The key elements of the report are as follows: 

 Service center name; department name; accounting unit and activity number; and 
contact’s name, email and phone number  

 Time-period for which the report is being prepared to coincide with UMMC fiscal year 

 Breakdown of revenues by source.  At a minimum, breakdown should include revenues 
from external and internal billings.   

 Breakdown of expenditures by expenditure category.    

 Total revenues and expenditures, and net surplus/deficit from operations 

 Explanation for any variance from the prior year for expenditure and/or revenue amounts 
that have increased or decreased by 20% or more. 

 Amount of any subsidies.  Documentation for any costs paid from other sources being 
used to support the service center (this could include salaries, wages, fringe, noncapital 
equipment, etc.)  This category is shown in the subsidy section of the financial operating 
report.  Supporting schedules should be provided as necessary.  

 Proposed rate structure for the current year.  If there are no changes, please note this on 
the report.  Details regarding any changes in services, rates or methods from those 
previously approved. 

 

Templates for all forms and reports are available on the Office of Sponsored Programs intranet 
site. https://www.umc.edu/Research/Sponsored_Programs/Forms_and_Templates.aspx 

Any questions regarding preparation of the annual financial report may be sent to the review 
committee via email to: RechargeCenterReview@umc.edu  

Recommended Periodic Review and Analysis  

It is recommended in addition to the annual financial operating report that service center 
managers monitor and evaluate their service center’s activity each month, in order to:  

 Determine accuracy of billings and expenses charged (including ensuring that appropriate 
and approved rates were charged).  

 Identify and remove any unallowable costs charged to the service center.  

 Monitor receivables for bad debt and remove accounts when deemed uncollectable.  

 Monitor compliance with surplus / deficit requirements 

A mid-year review of service center operations should be conducted by the recharge 
center/department based upon the first six months of fiscal year operations.   If needed rates can 
be reviewed and adjusted on a more frequent basis. Service centers with an operating 
surplus/deficit at the midyear review may need to adjust rates to be charged during the second 
half of the fiscal year. This midyear review will help to ensure the service centers will meet the 
breakeven expectation. 

 
 



 

 

 
 

RECORD RETENTION 
 
Documentation for revenues and expenses must be maintained according to UMMC’s Record 
Retention Policy,   which is seven years after the end of each fiscal year.  The Record Retention 
Policy is available here: http://uhc.umc.edu/intranet/manuals/HospAdmPolicies/(HADM.B-
1)RecordRetentionandStorage.pdf 

 
The service center director is also responsible for maintaining complete documentation related to 
operations.  This includes: 

 Cost/Rate Proposal 
 Annual budgets 
 Annual financial operating reports 
 Documentation of rate changes with dates 
 Copies of all invoices/billings with supporting documentation 

AUDITS  

All administrative and financial records related to the service center should be maintained and be 
available for audit and inspection.  The annual A-133 audit includes a review of service center 
activity.  The Office of Integrity and Compliance, Internal Audit, Office of Sponsored Programs 
and/or the Comptroller’s Office may perform periodic audits of service center activities.  If an 
inspection or audit of the service center is initiated before the expiration of the record retention 
period of seven years, the records shall be retained until any findings are resolved. 

DEFINITIONS 

Activity Number - The unique combination of numbers that represent a project in Lawson.  
 

Auxiliary Services (e.g. printing, bookstore and parking)– Self-supported entity that exists 
principally to furnish goods or services to students, alumni or faculty and staff acting in a 
personal capacity and that charges a fee for the goods or services. The general public may also be 
serviced incidentally by an auxiliary enterprise.  Auxiliary services would not be subject to the 
recharge center policy. 
 
Billable Unit – A measure of the goods or services provided by a service center that serves as 
the basis for the calculation of its rates. Examples include machine or labor hours, number of 
orders, number of samples, etc. 
 
Breakeven – The point where revenues equal expenses; where there is no surplus or deficit. 
 
Carry Forward – The balance of previous year-end surpluses or deficits that become the 
opening balance in the next fiscal year. The cumulative carry forward amount can be comprised 
of balances from multiple years. The carry forward balance is included in the current year 
calculation of rates and the breakeven analysis. 
 



 

 

Direct Costs - Costs that can be identified specifically with a particular activity; or that can be 
directly assigned to such activities relatively easily with a high degree of accuracy. Examples 
include: 
 • Salaries and wages, and fringe benefits of employees performing the service 
 • Cost of materials consumed performing the service 
 
Depreciation – A method of apportioning the cost of property and equipment over the estimated 
useful lives of the asset. 
 
Expenses – Costs incurred to operate a service center, whether paid or accrued, that benefit only 
the fiscal period. 
 
Internal User – A user that purchases goods or services for research and/or educational 
activities on behalf of UMMC and charged directly to a UMMC accounting unit or activity. 
 
External User/Commercial Customer – An entity or person that is legally separate from 
UMMC that typically purchases goods or services for reasons of convenience, quality, or 
uniqueness of goods or services offered. Examples include commercial research labs or 
collaborators at other institutions. 
 
Subsidies - Subsidies occur when service center expenses are paid from another source of funds 
outside of the service center’s operating activity.   This could be another activity or departmental 
funds being used to cover expenses that are allocable to the service center.  
 
All subsidies provided to a service center should be fully disclosed in the financial reports, 
budget documents and also factored into all rate calculations.  
 
Sponsored Program – An externally funded activity that is separately budgeted for and 
governed by specific terms and conditions of the sponsoring organization.  Sponsored programs 
may be in the form of grants, contracts, letter of agreements or cooperative agreements for 
research, instruction, and public service activities. 
 
Surplus – An amount by which a center’s revenues exceed its expenses. 
 
Total Cost - The costs of providing the service or product by the facility (direct cost) plus 
allocations of building use allowance, operations and maintenance expenses and general 
administration expense (indirect costs). 
 


