FAS Indirect Cost (IDC) Shortfall Recovery Process

Proposal Stage
Sponsored Awards from Foundations, Non-Profit Entities, and State/Local Governments:
Follow the below steps when recovering an indirect cost shortfall on a sponsored award from a Foundation, Non-Profit Entity, or a State/Local Government:
1. Review proposal guidelines to determine allowable sponsor Indirect Cost rate.
2. If the sponsor rate is less than 15% Total Direct Costs (TDC), an IDC recovery plan may be required.
The following award types are generally considered exempt from this IDC policy:
· Graduate and postdoctoral fellowships
· Financial aid/student support grants
· Construction/equipment/instrumentation grants
· Early career awards for junior faculty
· Sabbatical awards
In addition, equipment costs are not required to charge the 15% indirect costs on awards from foundation, non-profit, and state/local government sponsors
For all other award and expense types, shortfalls must be recovered using one or more of the following methods:
a. Charging Faculty Academic Year (AY) salary & fringe that will directly credit FAS budgets to the grant. When charged to the grant, faculty academic-year salary and benefits directly benefit the FAS core budget. Note: Supplemental salary and benefits costs may not be used towards shortfall recovery. 
b. Charging other direct costs that will directly credit FAS budgets to the grant (e.g. Administrative/Staff Salaries, Office Supplies, Postage/Printing Costs, Rent, etc.). These costs, when charged to the grant, directly benefit the FAS core budget. The proposed budget justification must describe how these costs will benefit the project. 
c. Subsidizing the overhead shortfall with the Principal Investigator's discretionary research funds. The PI can offer to cover the cost of the shortfall using an unrestricted or discretionary fund (often a Start-Up account). Per the Office of the Controller, gift or endowment funds (i.e. fund values starting with either a 3, 4, or 5) may generally not be used as shortfall relief unless the terms of the award allows.
d. Receiving a full or partial IDC waiver from FORA ($50,000 or less) or the Dean of FAS ($50,001 and above). Waivers are considered the option of last resort after all other methods have been considered.
e. Offering a combination of the four options described above. 
3. Prepare a draft budget, assessing what costs the sponsor allows or disallows and what costs must be excluded from the calculation of indirect costs.
4. Complete the top half of the IDC Shortfall Calculator to determine the exact amount of the shortfall. Please complete the form even if the project matches one of the categorical exemptions. 
5. Consider whether FAS-budget-relieving direct costs can be included in the proposal budget that may fully or partially offset the amount of the indirect cost shortfall (See 2a. and 2b. above). The costs must be allowable per the sponsor guidelines, related to the project, and properly allocated.
6. Consider whether the PI or Department has discretionary funding to pay for the cost of any remaining shortfall (See 2c. above).
7. If unable to include FAS-budget-relieving direct costs or pay for the shortfall with a discretionary fund, Department SRO or PI should email a waiver request to FORA Pre-Award via Jimmy Matejek-Morris (jmatejek@fas.harvard.edu). If SRO sends the email, please CC the PI on the request.  
a. For shortfalls totaling $5,000 or less, FORA Pre-Award will provide an expedited review. As long as the form is complete and accurate, the shortfall will receive expedited consideration regardless of the recovery method selected – waiver, discretionary funding, or budget-relieving costs.
b. For shortfalls totaling $5,001- $50,000, FORA Pre-Award will consult with the Chief Research Administration Officer and follow up with any questions, suggested revisions, or clarifications. Factors that will be considered as part of the review process: 
· PI’s available start-up or discretionary funding
· PI history of IDC shortfall requests
· Sponsor guidelines
· Proposal budget
c. For shortfalls totaling $50,001 and above, FORA will consult with the Dean’s Office for further input. The Dean’s Office will consider the same factors outlined above.
8. FORA Pre-Award will respond to both department and PI with determination
9. Once final shortfall method has been determined, complete the bottom half of the IDC Shortfall Calculator to describe the selected recovery method or exemption justification.
10. Upload IDC Shortfall Calculator into GMAS along with the following, if applicable:
a. Email from the PI or Department confirming the use of their discretionary funding to subsidize shortfall
b. Email confirming approval of the waiver request 
11. Add the appropriate FORA Approver when locking-and-routing any proposal with less than 15% IDC or a proposed IDC shortfall so they can sign off on the shortfall request. Be sure to include reviewer even if proposal falls under the categorical exemptions so reviewer can confirm the exemption. 
a. One exception – FORA does not need to review any student or postdoctoral fellowships regardless of the IDC rate. Other forms of student support (such as student-led grants) should be routed to FORA for approval.

Optional Templates for Waiver Requests:
I am writing to request a (full/partial) indirect cost waiver on my project to (sponsor name) titled “(project title).” This application is due to the sponsor on (application due date). The opportunity limits indirect costs to (IDC rate)%, which has left a shortfall in my budget in the amount of $(amount of shortfall). 
I have carefully considered the IDC Recovery policy with (admin name or title).
[Option 1 if able to partially offset shortfall: I was able to partially offset the shortfall by (explain efforts taken to reduce the total number). As a result, the remaining shortfall is $(amount). I am unable to recover the remainder of this shortfall by including FAS-budget-relieving costs into the budget because (justification). I am also unable to cover the costs using a discretionary fund because (justification).]
[Option 2 if unable to partially offset shortfall: I am unable to recover indirect costs by including FAS budget-relieving costs into the budget because (justification). I am also unable to cover the costs using a discretionary fund because (justification).]
Therefore, I would like to request a waiver for the remaining indirect cost shortfall amount. 

Sponsored Awards from Foreign Governments and Industry/For-Profit Entities:
Sponsored Awards from Foreign Government Sponsors and Industry and For-Profit Entities are expected to budget using an indirect cost rate of 68.5% on an MTDC basis. If a Foreign Government sponsor restricts IDC, follow the steps outlined above, using the appropriate 68.5% tabs on the IDC Shortfall Calculator.

Just in Time/Award Set-Up 
For all awards that have an IDC shortfall, OSP and Department must review the award amount against the proposed amount to determine if any changes to the IDC shortfall calculator will be required.
If award amount matches the proposed amount:
· OSP should review the “For OSP Use” tab of the IDC shortfall calculator spreadsheet to determine whether an 8800 part-of account is necessary. This is required when the PI is making up the shortfall by direct charging the PI’s academic-year salary and fringe or other FAS budget-relieving costs to the award.  
· If the “For OSP Use” tab is not populated, do not move forward with setting up an 8800 account.  This means that the shortfall will be made up through one of the other two options, either from the PI’s discretionary funds or a waiver.
· If you have questions, please contact FORA Pre-Award before proceeding with award set-up.
If award amount is different from proposed amount:
· OSP should contact Department to obtain a revised shortfall calculator that reflects the award amount. 
· Department should upload the revised calculator to GMAS and share with FORA Pre-Award so they can update their internal records. 
· Once a revised shortfall calculator has been prepared, OSP can proceed with setting up the 8800 account, if needed

Award Stage
Direct Charging Academic Year Salary and Fringe or Other FAS Budget-Relieving Costs:
· Once an 8800 subactivity account string has been set up, departments should use this subactivity as they would any other part-of account, placing the budget-relieving costs onto this string. Doing so will charge the grant fund for these expenses. 
· Academic Year Salary requests should be processed by a costing change through FAS Finance. Note that Academic Year Salary intended to make up an IDC shortfall does not qualify for the FASIP program. 
· Reminder: Departments may need to change the costing of admin salaries or other recurring costs to reflect the 8800 subactivity
· Costs that use the 8800 subactivity must be related to the sponsored award, allowable per the sponsor terms and conditions, and properly allocated. 
Subsidizing the overhead shortfall with the Principal Investigator's discretionary research funds:
· If a PI has offered to cover the cost of an IDC shortfall using a Discretionary or Departmental account, the following process will be used to extract the funds:
1. FORA Pre-Award will maintain a database of all awards with an indirect cost shortfall. This will include the amount of the shortfall, as well as the billing code that will be used to offset the shortfall. Note: the Office of the Controller has issued guidance that restricted funds (fund numbers starting with 3, 4, or 5) generally may not be used to cover an IDC shortfall unless the cost is allowable per the terms of the award.
2. Once a year (around the fiscal year close in June or July), FORA Pre-Award will provide FAS Finance with a summary of the journal entry to be performed.
·  Journals will only be processed for active awards. 
· Shortfall journals will use the object code 8924 rather than 8400.
· The amount journaled will be proportional to the amount of income allocated to the sponsored award as of June/July that year. For example, if an award is expected to total $100K but only $25K has been awarded to date, only 25% of the shortfall will be journaled from the discretionary funding. Alternatively, if an award is fully obligated in June/July, 100% of the shortfall amount will be deducted from the PI’s discretionary account at the end of the first fiscal year.
· Because journals are only processed once a year, note that the journal may not occur until after a sponsored award has already been closed. 
3. FAS Finance will process the journal. 
4. FORA Pre-Award will update the tracking spreadsheet to note the amount that has been journaled to-date. When the full amount of the shortfall has been recovered, FORA will note this on their internal records.
Changes to IDC Recovery Plan during the life of an award:
If there are any changes to the recovery plan during the life of an award (either the method, amount, or discretionary billing code), please notify FORA Pre-Award so their internal records can be adjusted accordingly. Please also upload an updated calculator into the original GMAS request.

Award Close-Out
Funds with a proposed IDC shortfall should follow the normal OSP Award Close-out process. 
Early Termination/Under-Expended Awards:
When an award is underspent or terminates early, the shortfall recovery should be proportional to final funding obligation/spending. If FAS Finance has done a journal against a PI’s discretionary account for the full amount of the shortfall, another journal can be done to credit back a portion of the funds. Please reach out to your FORA Pre-Award contact to discuss a journal reversal. Note: this is applicable to PIs remaining at Harvard, not early terminations where a PI is transferring to a new institution.
Direct Charging Academic Year Salary and Fringe or Other FAS Budget-Relieving Costs
Departments should make sure that any “budget-relieving” direct costs that have been pledged towards shortfall recovery have been incurred by the award end date and have hit the account prior to award close out. After the recovery has been fully met, departments should be sure to re-adjust the coding for any salary or other recurring charges, so they are no longer charged to the sponsored award.
If you are unsure whether a shortfall for a specific award has been fully recovered or if there are any extenuating circumstances involving an IDC shortfall, please reach out to your FORA Pre-Award contact. 
