The Ohio State University
Faculty Senate Fiscal
DRAFT - Updated January 9, 2025
TOPIC:
Overhead Rates for FY 2026
CONTEXT:

This is the annual calculation of overhead rates charged by the University to non-General Fund
(earnings) units for services such as purchasing, auditing, insurance, campus safety, etc.

CALCULATION SUMMARY:

Calculated and proposed rates for FY2026 are summarized below:

The Ohio State University
Earnings Overhead Rates
based on FY 2024 Actual Costs

FY2024 Actual

Overhead Calculated Proposed

Costs to be Adjusted FY2026 FY2026 FY2025 FY2024
($ in millions) Recovered Revenues Rates Rates Rates Rates Notes
Health System $ 671 $ 3,1396 2.14%[ $ 671 $ 626 $  59.7] (A)
Instructional Clinics 1.6 44.3 3.61% 3.61% 3.60% 3.41%
Regional Auxiliaries 0.3 10.5 2.56% 2.56% 2.85% 2.93%
All Other Earnings Units 25.6 545.9 4.69% 4.69% 5.04% 4.95%

Total $ 94.6

(A) - The Health System is charged a fixed dollar amount that is based on actual allocated costs, adjusted for inflation, in order to be compliant with federal Medicare
Medicare reimbursement policies.

NOTES:
e Total overhead costs to be recovered increased $3.7 million, to $94.6 million, compared
to the prior year. Increases in the allocations of public safety and central support costs
account for the bulk of the increase (see Attachment C).

ADDITIONAL DETAIL:

Attachment A — Notes on Methodology and Overhead Cost Pools

o Attachment B — Summary of Allocated Overhead Costs and Adjusted Revenues by Rate
Group — FY2023 and FY2024

e Attachment C — Allocations of Central Support Costs — FY2022-FY2024

e Attachment D — Total Earnings Overhead Recoveries — FY2020-FY2024

e Attachment E — Summary of Overhead Cost Pools — FY2024



Attachment A — Notes on Methodology and Overhead Cost Pools

General Notes on Overhead Rate Calculation Methodology:

e An overhead rate is a mechanism for charging earnings operations a proportionate
share of the university’s central facilities and administrative costs. Allocated overhead

costs are divided by adjusted revenues to determine the rates.

e Adjusted revenues are three-year averages for revenues in each rate category. These
average revenue figures are used to smooth out the rate impact of year-to-year

fluctuations in gross earnings revenues.

e In general, facilities costs are allocated based on assignable square footage (ASF).
Administrative costs are allocated based on modified total direct costs (MTDC).

¢ To maintain consistency with federal cost accounting rules, various unallowable and
non-allocable costs have been excluded from the cost pools allocated to earnings

operations.

Allocation of Indirect Overhead by Cost Pool and Participating Rate Group

Participating Rate Groups

Regional
Basis of Health Instructional | Campuses,

Cost Pools Allocation | Earnings | System Clinics ATI, OARDC
Facilities Support

Plant Administration ASF X X X

Insurance ASF X X X X

O&M — Other Services ASF X X X
Administrative Support

Academic Administration MTDC X X X

Central Support MTDC X X X X
Specialized Support

Health Services Admin. MTDC X X X

Student Services MTDC X

Facilities Support Definitions:

Plant Administration includes all expenditures associated with administering OSU
operation and maintenance activities, including the University Architect’s Office and Physical

Facilities Administration.

Insurance includes property insurance paid centrally by the University and auto insurance

expenses for the University.

O&M - Other Services includes Roads and Grounds maintenance, solid waste/refuse
disposal, University Police and security services, radiation safety and hazardous waste

disposal.




Administrative Support Definition:

Academic Administration includes all costs associated with the Office of the Provost and
is allocated to all academic-oriented earnings units.

Central Support includes costs for central support functions including the Office of
Business & Finance (purchasing, receiving, mail, accounts payable, accounting, budget and
internal audit), the Office of the Chief Information Officer, the Office of the President and the
Board of Trustees.

Specialized Support Definitions:

Health Services Administration includes administrative and support service costs for
Health Services Administration, including the operations of the Office of the Vice President
for Health Affairs.

Student Services includes the operations of the Office of the Vice President for Student
Affairs.
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