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Pursuant to Act 180, Session Laws of Hawaii 2010, Section 8, Paragraph 11, the 
University of Hawai`i respectfully submits its report on the Research Training and 
Revolving Fund sources of revenue, including the following information: 
 
The University already provides the legislature with a detailed report that includes 
the amount collected and the allocations resulting from that collection.  A copy of 
that report is attached.  A second report, prepared by the System Chief Financial 
Officer, that covers all revolving accounts and special funds provides the balance 
in the RTRF account.  There is no need for an additional report. 
 
Based on the FY 2010 114A report, the ratios of the sources of revenue are: 
 

• Federal sponsors paying full rates (80.3%) 
• Federal sponsors paying less than full rates (11.4%) 
• Private sponsors paying full rates (5.0%) 
• Private sponsors less than full rates (1.0%) 
• State & Local Gov’t sponsors paying full rates (0.2%) 
• State & Local Gov’t sponsors paying less than full rates (2.1%) 

 
The conduct of research in a university is expensive; the costs associated with 
compliance of state and federal laws alone is approximately 20% of the indirect 
costs collected---and this cost is ever increasing as new regulations (such as 
ITAR) are added.  The reimbursements partially offset these institutional costs.  
 
The purposes of federal indirect overhead reimbursements are to defray costs 
incurred by the University in developing and maintaining the facilities & 
administrative infrastructure necessary to support extramurally funded research 
and non-research activities.  They include, but are not limited to, the costs of 
providing: centralized and departmental grants and contracts administration; 
research compliance functions (e.g., protection of human and animal subject, 
environmental health and safety, etc.); use of offices, labs, classrooms, 
conference rooms, and other facilities on the ten campuses or in other facilities 
paid for by the University; related building and grounds maintenance and utilities; 
and use of campus and departmental libraries. 
 
Generally, the federal regulations do not specify how the reimbursements are to 
be utilized.  Thus, colleges and universities have discretion on utilizing the 
reimbursements to reinvest in the infrastructure and to grow extramurally funded 
programs and projects. 
 
Funds are directed to specific programs and activities that support the research 
infrastructure of the University as a whole.  Examples include (but are not limited 
to): payment of the RCUH fee; payment of salaries in ORS that are not covered 
by general funds; salary support for OTTED; the A-133 audit of research; 
Laboratory Animal Services; Institutional Review Boards (Human Subjects); cost-



match for institutional awards such as EPSCoR; all costs for the Office of the 
Vice President for Research (including salaries). 
 
The basis for the fundamental distribution formula is that 75% of indirect funds 
collected is allocated to the campus where the funds were generated.  The 25% 
retained by the System is largely used to pay for common expenses such as: 
payment of the RCUH fee; payment of salaries in ORS that are not covered by 
general funds; salary support for  OTTED; the A-133 audit of research, and all 
costs for the Office of the Vice President for Research (including salaries). 
 
The Vice President for Research distributes 75% of the RTRF at the start of each 
fiscal year.  On the UH Manoa Campus, the Vice Chancellor for Research holds 
25% of the total and allocates 50% to the respective Deans and Directors of the 
units that produced the RTRF.  This system has resulted in strong incentives for 
the units to increase their research activities—and the growth in research 
awards, over the past 7 years has been much higher than the national average. 
Discretionary awards are done as collaborations between the System and the 
respective campus. 
 
In 2007, the Hanover Research Council published a report addressing the 
distribution of IDC reimbursements.  The picture is a complicated one with little 
consensus around a “best practice”.  A copy of that report is appended. See 
Appendix A for a comparison of many university strategies. 
 
Using the strategy that portions of the IDC reimbursements are returned to the 
campus responsible for their generation, the main question is: what fraction of 
the IDC is returned?  For those universities employing this strategy, the return is 
typically 50% or above.  The UH System for the last seven years has returned 
75% to the campus chancellors, retaining 25% to pay research expenses that are 
common to the entire System (such at RCUH fees and partial ORS salaries). 
This approach at UH has stimulated an unprecedented growth in research and 
training awards where over the last decade, annual awards have grown from 
under $ 200 M per year to over $ 500 M in the 2010-2011 fiscal year. 
 
The indirect cost rate (IDC) for “on-campus” research is obtained from the ratio of 
(1) allocable costs (costs) to (2) the campus research award base (base).  The 
off-campus rate is calculated in the same way but the figures used for the various 
components are different.  The IDC is, itself, made of several factors such as; (1) 
a facilities factor (F) and an administrative factor (A).  At present, the facilities 
factor is 17.1% while the administrative factor is 11.7%.  Other factors combine to 
produce an overall on-campus rate of 37.7 %. 
 
To just maintain a previously negotiated IDC rate in the next negotiation period (2 
to 3 years), in the face of a rapidly growing research base, UH must make 
additional investments in either the facilities component (F) or the administrative 
component (A).  For example, in UH’s next negotiation cycle, it is projected the 



on-campus research base will have increased by 30% over the last negotiation 
period. This will require an additional $ 5.1 M investment in allocable facilities 
expenses to maintain the 17.1% rate (F).  For each $ 1.08 M investment, there 
will be a one-point increase in the rate. Therefore an additional investment of $ 
8.4 M in allocable facilities costs will bring the facilities rate to 20%, a three-point 
increase. 
 
Based on grants that are charged the negotiated IDC rate, the annual F&A cost 
reimbursement is now approximately $ 18 M.  With the projected 30% increase in 
the award base, this increases to $ 23.4 M.  A three-point increase in the F&A 
rate is worth approximately $ 1.8 M per year or $ 5.4 M over the anticipated 3 
year term of the next rate agreement.  The net impact would be approximately 
the same as the investment required but more jobs will be generated. 
 
The primary form of reimbursement to the State General Fund comes in the form 
of job creation and maintenance.  As the funding from the research base 
increases, 80% of the funds pay salaries in the State, making the UH one of the 
largest employers in the State. 
 
Appendix 
 
The Hanover Research Council Report of 2007 is appended to this response. 






























































