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The Honorable Mark O. Hatfield
Chairman

The Honorable Robert C. Byrd
Ranking Minority Member
Committee on Appropriations
United States Senate

The Honorable Bob Livingston
Chairman

The Honorable David R. Obey
Ranking Minority Member
Committee on Appropriations
House of Representatives

Federal agencies obligated about $12 billion to universities and colleges
for scientific research in fiscal year 1994. The government pays for direct
costs specifically identified with a particular research project as well as
indirect costs for associated administrative and facilities expenses. For
every dollar spent for the direct costs of universities’ research, subject to
certain exclusions, the government pays an additional 50 cents, on
average, to cover its share of universities’ indirect costs.

You requested that we examine the federal government’s principles,
contained in Office of Management and Budget (omB) Circular A-21, for
allowing universities to recover indirect costs associated with the
performance of federally funded research. Specifically, you asked us to
assess the effect of (1) October 1991 revisions to Circular A-21 that
primarily established a 26-percent cap on federal reimbursements to
universities for three components of their administrative costs and

(2) July 1993 revisions that further clarified and tightened certain indirect
cost accounting procedures, including the specification that the remission
of tuition for graduate students working on federally funded research be
treated as a direct cost. You also asked us to identify alternatives for
further revising Circular A-21’s cost principles to control the growth of
indirect costs, improve consistency in the way that universities treat costs,
and/or streamline indirect cost accounting procedures. This review
follows up on our August 1992 report on universities’ indirect costs.!

'Federal Research: System for Reimbursing Universities’ Indirect Costs Should Be Reevaluated
(GAO/RCED-92-203, Aug. 26, 1992). See the list of related GAO products at the end of this report.
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Ordering Information

The first copy of each GAO report and testimony is free.
Additional copies are $2 each. Orders should be sent to the
following address, accompanied by a check or money order
made out to the Superintendent of Documents, when
necessary. Orders for 100 or more copies to be mailed to a
single address are discounted 25 percent.

Orders by mail:

U.S. General Accounting Office
P.O. Box 6015
Gaithersburg, MD 20884-6015

or visit:

Room 1100

700 4th St. NW (corner of 4th and G Sts. NW)
U.S. General Accounting Office

Washington, DC

Orders may also be placed by calling (202) 512-6000
or by using fax number (301) 258-4066, or TDD (301) 413-0006.

Each day, GAO issues a list of newly available reports and
testimony. To receive facsimile copies of the daily list or any
list from the past 30 days, please call (301) 258-4097 using a
touchtone phone. A recorded menu will provide information on
how to obtain these lists.
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