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December 23, 2011

Mr. Owen Nicholson
Contracting Officer

Office of Naval Research
875 N. Randolph Street
Code 242, Room 371
Arlington, VA 22203-1995

Dear Mr. Nicholson:

Enclosed is the Facilities and Administrative Cost Rate Proposal for Michigan Technological University.
The calculated rates are based on data for the fiscal year ended June 30, 2011. We prepared the F&A
proposal using CRIS® software from our consultant, MAXIMUS, based in Northbrook, Illinois.

Also enclosed with this proposal are a printed copy of our 2011 Financial Report and a printed copy of our
A-133 Single Audit Act Compliance.

The calculated F&A cost rates based on data for the fiscal year ended June 30, 2011 are shown in
Section B (base year rates prior to the rate modifications) and Section O (modified rates) of the proposal.

Because we use predetermined rates, there are no carry-forward amounts.
We are requesting on-campus and off-campus four-year rates beginning on July 1, 2012 and
ending on June 30, 2016. This is for Fiscal Years 2013-2016.
We are requesting that all rates would be predetermined rates.
We are requesting a special rate for Michigan Tech Research Institute (MTRI)
We are requesting the 26% capped rate on administrative costs except for DOD contracts. We
wish to waive the cap on the DOD contracts and use an uncapped rate. In accordance with
DFARS 231.303(2), the prohibition concerning imposition of a 26% indirect cost rate ceiling on
administrative costs cited at DFARS 231.303(1) may be waived to simplify the institution’s overall
management of DOD cost reimbursement contracts.
We are proposing modifications to our base year rate. The modifications are more fully explained
in Section O of this report.
o0 We are modifying our base year rate for the impact of the ARRA (American Recovery
and Reinvestment Act) funding.
0 The new Great Lakes Research Center will open in April 2012 with full occupancy on July
1, 2012. A projection of the incremental revenues, depreciation, and operating costs has
been included in our rate adjustment.
We are requesting single blended rates for all four years of the agreement period.
This is Michigan Technological University’s Organized Research (OR) rate history.
0 The OR rate of 56% had been in place from July 1, 2003 to June 30, 2009. The OR rate
changed to 55% from July 1, 2009 until June 30, 2011. The current rate is now 56%.



e The modified blended rates we are requesting for the four-year proposal period are:

Instructional rate of 52.25%to be used for on-campus course development grants.

Instructional rate of 26.00% to be used for off-campus course development grants.

Full research capped rate of 59.00% to be used for on-campus research projects.

Off-campus research rate of 26.00% to be used for off-campus research projects.

Uncapped full research rate of 76.00% to be used for on-campus research projects per

DFARS 231.303(2).

Uncapped research rate of 43.00% to be used for off-campus research projects per

DFARS 231.303(2).

MTRI capped rate of 52.75% to be used for on-campus research projects.

0 MTRI uncapped full research rate of 87.00% to be used for on-campus research projects
per DFARS 231.302(s).

0 MTRI uncapped research rate of 60.00% to be used for off-campus research projects per
DFARS 231.303(2).

o0 Other Sponsored Activities rate of 36.00% to be used for on-campus public service type
agreements.

o0 Other Sponsored Activities rate of 26.00% to be used for off-campus public service type
agreements.

OO0o0OO0O0

o

o

If you have questions concerning our proposal, please contact me at (906) 487-2642 or Mr. Michael
Hendricks at (906) 487-2155. We look forward to hearing from you in the near future.

Sincerely,
DI 4L

Daniel D. Greenlee
Chief Financial Officer and Treasurer of the Board of Control

DDG/mfh
Cc: Defense Contract Audit Agency
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General Information

Enclosed in this proposal are the schedules that support the proposed facilities and administrative (F&A) cost rates
for Michigan Technological University. The Comprehensive Rate Information System (CRIS©), developed by
MAXIMUS, was used to prepare this proposal.

The enclosed schedules include both high-level summaries as well as detailed information about the cost pools and
allocation methodologies. More detailed schedules and explanations can be provided at your request. See
Section ii (Checklist) for brief narratives of the schedules included in this document.

Organizational Structure and Background

The University was founded in 1885. It has approximately 7,000 students enrolled within five major units: the
College of Engineering, the College of Science and Arts, the School of Forest Resources & Environmental Science,
the School of Business and Economics, and the School of Technology. The University is considered to be a
component unit of the State of Michigan because the state’s Governor appoints its Board of Control.

The University completed its DS-2 in 2006 which is online at www.mtu.educ/research/references/pdf/DS2-2006.pdf
The University has recently submitted a DS-2 change for the new project certification plan. We are awaiting
approval for this revision.

Most of the organized research activity takes place at the Michigan Technological University campus in Houghton,
Michigan. However, a portion takes place at off-campus sites, including MTRI, our research center in Ann Arbor,
Michigan. The University currently has 22 interdisciplinary research institutes and centers that contribute to its
growing international recognition as a research institution.

Research awards received by Michigan Tech totaled $54.1 million for Fiscal Year 2011 compared to $41 million in
Fiscal Year 2008. The federal share of those research awards in 2008 was 74%, compared to 83% in 2011 (The
2011 percentage includes ARRA awards.). The next two pie charts outline the breakdown of award monies received.

Research Awards by Source
Fiscal Year 2011

m Federal (non-ARRA) - 80%
Federal (ARRA) - 3%
u Gifts - 4%

ARRA
Funds

m State - 2%
m Other - 4%

® Industry - 7%
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Michigan Technological University

Total Federal Awards by Source
Fiscal Year 2011

Federal Sponsor Awards
Department of Defense (DOD) $13,505,134
National Science Foundation (NSF) 11,989,733
Department of Energy (DOE) 5,260,881
NASA 2,685,155
Department of Agriculture (USDA) 2,498,183
Department of Transportation (DOT) 2,160,482
All Other Federal Agencies 6,585.392
$44.684.960

Total

Total Federal Awards by Source

The above awards become part of the projected research expenditures and revenues for the four-year
proposal period.
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Research grant and contract revenue is reported in the Management Discussion and Analysis section of
Michigan Tech’s Annual Financial Report (page 14).

Total University research expenditures as reported in the NSF Higher Education Research and Development
Survey include organized research (MTU and MTRI) and departmental research. The following graph displays
both internal and external (sponsored) research expenditures. It visually portrays the increase between the
base year 2008 proposal and this base year 2011 proposal. The external expenditures increased 7.6% and
the internal expenditures increased 28.8%.

Research Expenditures
(millions)

80

70 $70.1

$63.5

60 $60.4 $60.4

45%

50 46%
40% 43%

Internal
40

m External
30

20 55%

10

2008 2009 2010 2011

Organized Research Rate History
We are providing on the next page a five-year history of negotiated rate components for our Organized

Research rate. Explanations for significant variances are provided in Section B where we compare MTDCs
and space. The actual current agreement is reported in Appendix A of this proposal.
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Rate Schedules and Reconciliation

The four rate schedules (Instruction, Organized Research, MTRI, and Other Sponsored Activities) can be found
in Section B of the F&A cost proposal. The rate schedules are based on actual costs for FYE June 30, 2011.

The following narratives introduce the general methodology used in the F&A calculations.

Indirect Pools and Direct Bases

Indirect pools and direct bases were developed in accordance with guidelines from OMB Circular A-21. All
accounts were reviewed so that each account could be assigned to the correct pool or base. Final costs for
each indirect cost pool and direct base are shown in Schedule C6. We did not allocate any indirect cost based

on discrete cost analysis studies or alternative allocation bases made in accordance with Section E2d of OMB
Circular A-21.
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Unallowable Costs

All unallowable expense items were reclassified into a separate Other Institutional Activity (OIA) direct base
(see C3 and C4 — Transfer from Administrative Cost Pools) and were allocated their share of overhead. All
unallowable departments (such as University Marketing and Communications) and unallowable Dean’s costs
were also reclassified into the separate Other Institutional Activity direct base (see C4) and were allocated
their share of overhead.

Treatment of Space

Building Depreciation, Equipment Depreciation, Interest, and Operations and Maintenance-related costs are
allocated to cost pools based on the functional use of space. In order to make these allocations, the
University conducted a comprehensive space survey.

Any space that was indicated as Organized Research (OR) or Other Sponsored Activity (OSA) was required
to be supported with an organized research account. The distinction between Organized Research and
Departmental Research (DR) was described in the directions for the space survey, which are found in
ASPIRE (Accounting for Space, People, Indexes, Research and Equipment) our web-based space and
equipment inventory system. The OR, DR, and OSA accounts are color coded in our system so that the
space surveyors would know which research function to assign.
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Certifications & Assurances

This section includes the certifications and assurances as they pertain to this Facilities and Administrative Cost
proposal.

Al  Certificate of F&A Costs (A-21: K2B)
A2  Certificate of Final Indirect Costs (62 FR 239)

A3 Additional Certifications & Assurances
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Al — Certificate of F&A Costs

(A-21: K2B)

This is to certify that to the best of my knowledge and belief:

1. | have reviewed the F&A cost proposal submitted herewith.

2. All costs included in this proposal as of June 30, 2011 to establish billing our final F&A cost rate for the
period July 1, 2012 to June 30, 2016 are allowable in accordance with the requirements of the Federal
agreement(s) to which they apply and with cost principles applicable to those agreements.

3. This proposal does not include any costs which are unallowable under applicable cost principles such
as (without limitation): advertising and public relations costs, contributions and donations, entertainment
costs, fines and penalties, lobbying costs, and defense of fraud proceedings.

4, All costs included in this proposal are properly allocable to Federal agreements on the basis of a
beneficial or causal relationship between the expenses incurred and the agreements to which they are
allocated in accordance with applicable requirements.

| declare under penalty of perjury that the foregoing is true and correct.

Institution: Michigan Technological University

Signature: g"‘j; A

Name of Official: Daniel D. Greenlee

Title: Chief Financial Officer and Treasurer of the Board of Control

Date of Execution: December 23, 2011
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A2 — Certificate of Final Indirect Costs

(62 FR 239)

This is to certify that | have reviewed this proposal to establish final indirect cost rates for Fiscal Year 2011 and
to the best of my knowledge and belief:

1. All costs included in this proposal to establish final indirect cost rates for the period July 1, 2012 to June
30, 2016 are allowable in accordance with the cost principles of the Federal Acquisition Regulation
(FAR) and its supplements applicable to the contracts to which the indirect cost rates will apply.

2. This proposal does not include any costs to which are expressly unallowable under applicable cost
principles of the FAR or its supplements.

| declare under penalty of perjury that the foregoing is true and correct.
Institution: Michigan Technological University

Sighature: g’“ﬁ /L"Z'

Name of Official:  Daniel D. Greenlee

Title: Chief Financial Officer and Treasurer of the Board of Control

Date of Execution: December 23, 2011
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A3 — Additional Certifications & Assurances

This is to certify that | have reviewed the University’s Facilities and Administrative Cost Proposal for Fiscal
Year 2011 and attest to the following:

Assurance that Federal Funds are not Used to Subsidize Industry and/or Foreign
Government Programs [A-21 Gla (3)]

The fund accounting system used by the University prevents subsidizing industry and/or foreign government
programs. Restricted funds, including federal awards, are recorded in separate funds. Direct expenditures
from these funds are restricted to the exclusive purpose of the award. Because all restricted funds are
allocated to the major functions of the University (Instruction, Research, Other Institutional Activities, and
other bases), the appropriate share of indirect costs is allocated to industry and/or foreign government
expenditures regardless of whether or not overhead is charged on the actual activity.

Certificate of Lobbying (A-21 J24)

To the best of my knowledge and belief, the subject proposal complies with the requirements and standards
of OMB Circular A-21, Section J24, Lobbying, in that any institutional costs associated with activities defined
as lobbying have been treated as other unallowable activity costs as this section requires.

Certificate of Use Allowance or Depreciation (A-21 J12e) (FOR ONR SCHOOLYS)

To the best of my knowledge and belief, the depreciation included in the subject proposal is supported by
adequate property records and physical inventories taken at least once every two years to ensure that the
assets exist and are usable, used, and needed.

Compliance with 26% Administrative Cap Requirements (21 G8a)

The administrative costs of the University as covered by the relevant parts of Section F of A-21 (General
Administration and General Expenses, Department Administration, Sponsored Project Administration) do not
exceed 26% of organized research in the proposal covered by this certification.

Assurance that Amounts Equal to Federal Reimbursement of Depreciation or Use Allowance
have been Expended or Reserved to Acquire or Improve Research Facilities [A-21 J12f (2)]
The University assures that an amount equivalent to what the University receives from federal agreements for
depreciation reimbursed at the full negotiated rate and in the year covered by the subject proposal, has been
or will be in the next five years spent for the liquidation of the principal of debts incurred to acquire assets
used directly for organized research or to acquire, repair, renovate, or improve buildings and/or equipment
directly used for organized research.

Assurance on Executive Compensation

To the best of my knowledge and belief, the University is in compliance with any applicable limitations on
individual compensation charged to federal awards.

Institution: Michigan Technological University

Signature: %)be v

Name of Official:  Daniel D. Greenlee

Title: Chief Financial Officer and Treasurer of the Board of Control

Date of Execution: December 23, 2011
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Pre-modification Rate Schedules

This section includes four rate schedules (Instruction, Organized Research, MTRI-Organized Research, and
Other Sponsored Activities) based on actual costs for FYE June 30, 2011. In recognition of the 26%
administrative cap, each rate schedule has been subdivided between the Administrative and Facilities
components.

Three different bases are used when computing the rate components:

e The All base includes activity that takes place both on and off campus. It is used to calculate the
Administrative components.

e The On-campus base includes activity that takes place in the University facilities. This base is used when
calculating the Depreciation, Interest, Operations & Maintenance, and Library components because only on-
campus projects benefit from these components.

e The Off-campus base includes activities when more than 50% of expenditures, excluding sub-awards, are
incurred in facilities not owned or leased by Michigan Tech.

Modified Total Direct Costs

A review of the changes in the various rates must include a review of the final numerators and denominators.
Because space is the allocation base for many of the line item components of the rates, our review focuses on the
matching of base (MTDC) and space. Because compensation (salaries/wages and fringe benefits expenses) is
the most significant component of the MTDCs, a graphical presentation of that relationship is presented below.
The four graphical presentations below identify the matching of base and space for the four rates for the base
years ending FY05, FY08, and FY11. The following charts also show relative impacts of ARRA funds on the
MTDCs in these four areas (Instruction, Organized Research, MTRI Organized Research, and Other Sponsored
Activities). The four charts are not proportional, but designed to emphasize changes in these expenditures and
the sources of those changes.

Explanations are provided below each chart for significant variances that may have a bearing on the
reasonableness of the proposed rates.

Percentage of MTDCs devoted to compensation expenses
Instruction 94.2
Compensation
Organized (Including
Research 70.7 Fringe
Benefits)
MTRI:
Organized 82.9 17.1 m All Other
Research Expenses
Other
Sponsored 65.1 34.9
Activities
0 10 20 30 40 50 60 70 80 90 100
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Recent History of Instructional MTDC

ARRA's impact on the Instructional MTDC has been significantly lower than the other three rates. There has
been substantial growth in instructional space requirements from 2005 to 2011.

ARRA's Impact on Instructional MTDC
(millions of dollars)

m Non-ARRA Instruction
2005 $40.384 $9.755 Departmental Research
ARRA

Space Requirements (sq. ft.):

2005: 484,618
2008: 503,893

2008 $45.859 $12.742 2011: 605,558

2011 $18.599 $.504

30 40 50 60 70

Significant variances in the Instruction (IDR) line item components

Compensation (salaries, wages, and fringe benefits) is the most significant expense on our financial statements
as well as our MTDC. Our faculty count increased from 442 to 470, a 6% increase, from 2008 to 2011.

A major influence on the growth of instructional expenses has been Michigan Tech’s Strategic Faculty Hiring
Initiative (SFHI) that began in 2007 when the Board of Control made a commitment to enlarge the faculty by up
to ten outstanding new teacher-scholars each year. These hires cross academic disciplines to focus on different
research themes. In 2007 the theme was Sustainability; in 2008 it was Computational Discovery and Innovation;
in 2009-2010 the themes were Health Research and Next-Generation Energy Systems; and for 2011-2012 the
themes are Water and Future Transportation Systems.

In addition to SFHI, there were other direct instructional expenses, as well as an increase of $500,000 for
course and lab expenses.

The internal research referenced on page 4 of Section i is our departmental research. By definition, the
departmental research is combined with Instruction expenses to become the base for our Instruction rate. The
$5.9 million growth of the departmental research partially explains the significant increase in our Instruction
MTDC
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Recent History of Organized Research MTDC

The University’s On-Campus Organized Research Modified Total Direct Cost (MTDC) has increased by only 3.6%
since the 2008 proposal with most of that increase due to ARRA funds. There has also been a trend of increased
space requirements for the Organized Research activities.

ARRA's Impact on Michigan Tech

Organized Research MTDC
(millions of dollars)

2005 $13.812
mNon-ARRA ARRA

Space Requirements (sq. ft.):

2005: 201,494
2008: 188,767

2008 $16.230 2011: 224,299

2011 $16.365 $.452

10 12 14 16 18 20

Significant variances in the Organized Research (OR) line item components

Building depreciation costs have decreased. The most significant reason for the decrease is that we had two
academic research buildings become fully depreciated based on their 40-year use life. The Chemical Science
Building was built in 1969 and the R. L. Smith Building was built in 1970. In addition, we had componentized the
building fixtures in the Noblet Building, and those fixtures are also now fully depreciated based on their 10-year
use life.

Allowable depreciation expense on equipment decreased because of the increase in amount of the recognized
proration for federal and private funds exclusion. After extensive analysis, we found that we had underreported
the amount of the exclusion in the previous proposals.

Although total interest expense increased, the interest expense component of the Organized Research rate
decreased. Most of the new interest expense is from auxiliary activities, for example, our new residence hall. On
the other hand, the interest paid by the State of Michigan on behalf of Michigan Tech for the CILIT Project
decreased by $773,000.

Total O&M expenses increased by an annual compounded rate of approximately 4%. Space changes then
affected the Organized Research apportionment of O&M expenses.
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Recent History of MTRI Organized Research MTDC

The most significant growth (31%) in Michigan Tech’s on-campus non-ARRA MTDCs since the 2008 proposal
has occurred at MTRI. ARRA funds have accounted for some of MTRI’s increase.

ARRA's Impact on
MTRI Organized Research MTDC
(millions of dollars)

2008 = Non-ARRA ARRA
Space Requirements (sq. ft.)
2008: 8,420
2011: 8,978
2011 $.194
1.5 2.5 3.5 4.5

Significant variances in the MTRI Organized Research (MTRI-OR) line item components

The Departmental Administration line item decreased between the 2008 and 2011 proposals. As evidenced by
the increase in the research base, MTRI scientists were spending more time in 2011 working on their research
contracts than writing new proposals.

The equipment line item decreased because the equipment included in the acquisition became fully depreciated

Some of the O&M costs’ increase is due to the increased Department of Defense security level.
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Recent History of Other Sponsored Activities MTDC

There also has been significant growth with Michigan Tech’s Other Sponsored Activities (22.3%). ARRA funds
have accounted for 3.9% of Other Sponsored Activities’ increase. Space requirements increased between 2008
and 2011. We believe the space assignment for 2005 (as presented in the 2005 proposal) was inflated because
it predated the Accounting for Space, Indexes, Research, and Equipment System (ASPIRE). ASPIRE brings
objectivity rather than subjectivity to the assignment of the functional utilization of space.

ARRA's Impact on Other Sponsored Activities MTDC
(millions of dollars)

2005 $1.633 m Non-ARRA ARRA

Space Requirements (sq. ft.)

2005: 16,797
2008: 5,867

2008 2011: 8,914

2011 $.126

Other Sponsored Activities (OSA)

The following graph using data from the University Compendium represents the significant increases between
the total costs in our Base Year 2008 proposal and the 2011 proposal:

Total OSA Expenditures
(millions)

10 - $8.9
9 4
8 - $7.2
7 .
6 - $5.3
5 $4.4
4 .
3 .
2 .
1 .
O .

2008 2009 2010 2011
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Rate Schedules
The schedules listed below support the instruction and research component in the proposal:

Bl Rate Schedule by Direct Group, Indirect Group Report (Instruction & DR). This schedule
supports the A-21 guide, Section Bla covering Instruction and Departmental Research.

B2 Rate Schedule by Direct Group, Indirect Group Report (Organized Research). This schedule
supports the A-21 guide, Section B1b covering both Sponsored Research and University Research.

B3 Rate Schedule by Direct Group, Indirect Group Report (Organized Research- MTRI). This
schedule supports the A-21 guide, Section B1b covering both Sponsored Research and University
Research as it pertains to MTRI.

B4 Rate Schedule by Direct Group, Indirect Group Report (Other Sponsored Activity). This
schedule supports the A-21 guide, Section B1lc covering Other Sponsored Activity
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Reconciliation and Step-down Schedules

This section includes six schedules (C1 through C6) which describe the flow of costs from the financial
statements contained in the University’s 2011 Financial Report, to the A-21 Exclusions, to the reclassification
of A-21 cost groups, and to the final step-down of costs. These schedules are summarized into A-21 cost
groups and do not reflect the individual cost pools which comprise each cost pool group. Individual cost pool
data is supported throughout the remainder of the rate proposal.

The six schedules are described below:

C1 Reconciliation to the Financial Statements. Costs from the University’s 2011 Financial Report are
summarized by functional categories. All reconciling items are shown in order to arrive at the costs
used in the rate calculation. The bottom row represents the total per the proposal and is used as the
starting point in Schedule C2.

A copy of the 2011 Financial Report is included as a separate enclosure. Page 52 of this financial
report (in the Supplementary Information section) lists, by expense category, the financial statements
amounts that are reconciled on Schedule C1.

c2 Reconciliation Schedule 2 (Summary of A-21 Exclusions). Costs from Schedule C1 are
summarized by annual financial report categories in the first section of this schedule. The next section
shows A-21 exclusions by financial statement category, which are subtracted, and the net result is
used as the starting point for Schedule C3.

C3 Reconciliation Schedule 3 (Reclassification to A-21 Cost Groups). Costs from Schedule C2 are
summarized by financial statement category at the top of the schedule. Reclassifications to A-21 cost
groups are summarized for each financial statement category. Results by A-21 cost group are
summed into the final column and are used as the starting point in Schedule C4. Reclassification of
accounts into A-21 cost groups required a review of every account. Additional detail on the
reclassification of accounts is available upon request.

C4 Reconciliation Schedule 4 (Other Adjustments to A-21 Cost Groups). Cost from Schedule C3 are
summarized by A-21 cost group on the first line of the schedule. Adjustments and Transfer groupings
and the reclassification of departmental administration are shown in summary. Final costs are shown
on the last line and are the starting point for the step-down in Schedule C5.

C5 Step-down Schedule. Final costs and allocation results for indirect cost groups from Schedule C4
are shown in a traditional step-down format. Detailed documentation that supports the step-down is
supported throughout the remainder of the rate proposal.

C6 Final Cost Pool Summary Report. This schedule shows final costs for each individual cost pool and
direct base and ties to the result from Schedule C4.
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Building Charges Schedules

This section includes the supporting schedules for the allocation of building charges. Building depreciation was
calculated for all buildings and improvements based on the following table and a 10% salvage value, with the
exception of land improvements and infrastructure. All federal funds have been removed.

Reconciliation to the Financial Statements:
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The schedules listed below support the building component in the proposal:

D1

D2

D3

D4

Building Calculation by Class Report. This schedule supports the building costs used as the
starting point for the building charges calculation. The Building Cost Group has two cost pools:
Building and Capital Improvements. The Building Cost Pool includes building classes BA, BC, BD,
BF, and BI. The Capital Improvements Cost Pool includes building classes IS and LI. The federal
amount column reports the funding from federal sources. This amount is therefore excluded from our
building charges assigned to buildings. The final column represents the final building charges used in
the allocation of buildings.

Cost Group Step-down Schedule (Summary by Building). This schedule summarizes the
allocation results of the building cost pools that are used in the proposal. The allocation results of the
two cost pools are shown in Schedules D3 and D4.

Allocation by Building Schedule (Building Depreciation). This schedule shows allocation of
building depreciation to cost groups on a building-by-building basis.

FTE Allocation Report (Capital Improvement). This schedule shows allocation of Capital
Improvements (Infrastructure [IS] and Land Improvements [LI]) to cost groups on the basis of FTEs.
Student FTEs are allocated to instruction and employees are allocated to all functions on the basis of
salaries and wages.

Section D — Page 3



Section D — Page 4



Section D — Page 5



Section D — Page 6



Section D — Page 7



Section D — Page 8



Section D — Page 9






Equipment Charges Schedule

This section includes the supporting schedules for the allocation of equipment charges. The average useful life
is specified by University records and the actual historical data that was used. Equipment depreciation was
calculated for all equipment using the straight-line method with a 0% salvage value. All federal funds and other
sponsored funds used to purchase equipment have been eliminated.

Reconciliation to the Financial Statements:
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The schedules listed below support the equipment component in the proposal:

El

E2

E3

E4

ES5

Equipment Calculation by Class Report. This schedule supports the equipment costs used as the
starting point for the equipment charges calculation. The final column represents the final equipment
charges used in the allocation of equipment.

Cost Group Step-down Schedule (Equipment). This schedule summarizes the allocation results of
the Equipment Cost Pool that is used in the proposal. The allocation results of the cost pool are
shown in Schedule E3.

Allocation by Building Schedule (Equipment Depreciation by Room). This schedule shows the
allocation of equipment to cost groups for equipment that was identified to a specific room. Equipment
charges were allocated according to the functional use of space for the room.

Allocation by Department Report (Equipment Depreciation by Department). This schedule
shows the allocation of equipment to cost groups for equipment that was identified to a department.
Equipment charges were allocated according to the functional use of space for the room.

Allocation by Building Schedule (Equipment Depreciation by Building). This schedule shows the

allocation of equipment to cost groups. Square footage by building is shown in Schedule H1 — Square
Footage by Building.
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Interest Schedules

This section includes the supporting schedules for the expense and allocation of the Interest Cost pools.
There are three different interest amounts used in this report. The first interest expense is the amount
reported in the Non-operating Revenues (Expenses) section of the 2011 Financial Report. The second
interest amount included in this report is the interest paid by Michigan’s State Building Authority (SBA) on
behalf of the University. The third interest expense item included in the Interest Cost Pool is the amortization
of the deferred financing costs. This amount was actually part of the depreciation (amortization) expense in
the 2011 Financial Report.

The two schedules listed below support the interest component in the proposal.

Reconciliation to the Annual Financial Report:

The amounts presented below were given to us by the SBA. These are the annual amounts for FY2011.

F1 Cost Group Step-down Schedule (Interest). This schedule summarizes the allocation results of the
Interest Cost pools that are used in the proposal. The allocation results of the cost pools are shown in
schedules F2 and F3.

F2 Allocation by Building Schedule (Building Interest). This schedule shows direct assignment of
building interest to cost groups on a building-by-building basis. Square footage by building is shown in
Schedule H1 — Square Footage by Building.

F3 Allocation by Building Schedule (Infrastructure Interest). This schedule shows the allocation of

Interest expensed from our 2003 bond series to the benefiting cost pools. This bond series was
issued primarily for infrastructure (high voltage) improvements.
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Operations and Maintenance Schedules

This section includes the supporting schedules for the expense and allocation of the Operations and
Maintenance (O&M) cost pools. There are credits for work orders requisitioned to the MTU Building
Maintenance Department. The credit amounts are treated in aggregate and included in the campus-wide
O&M pool. Operations and Maintenance (O&M) has been subdivided into specific areas: Utilities, Keweenaw
Research Center (KRC) O&M, Building-Specific O&M, Auxiliary O&M, Building Maintenance, MTRI O&M, and
Campus-wide O&M. The schedules listed below support the operations and maintenance component in the
proposal:

Gl Cost Group Step-down Schedule (O&M). This schedule summarizes the allocation results of the
various O&M cost pools that are used in the proposal. The allocation results of the cost pools are
shown in schedules G3 through G9.

G2 Indirect by Department Report (All O&M Pools). This schedule shows the department detail for all
O&M cost pools.

G3 Allocation by Building Schedule (Utilities). All utility expenses have been pooled together and
exact amounts are identified to each building based on meter readings. Auxiliary and KRC utilities
were separated to their respective cost pools. Amounts by building are then allocated according to
the functional use of space for each building.

G4 Allocation by Building Schedule (KRC O&M). This cost pool includes external payments for
equipment maintenance to outside vendors as well as work orders requisitioned to the MTU Building
Maintenance Department and utilities. KRC-paid-for charges are allocated based on the functional
use of space for KRC. This schedule shows the allocation of KRC O&M costs to cost groups on a
building-by-building basis. Square footage by building for KRC is shown in Schedule H1—Square
Footage by Building.

G5 Allocation by Building-Specific O&M. This cost pool includes non-capitalized Plant Fund accounts
which represent renovations and repairs to specific buildings. These amounts are allocated to the
buildings to which they correspond. Square footage by building is shown in Schedule H1—Square
Footage by Building.

G6 Allocation by Cost Pool Report (Auxiliary O&M). These costs are assigned 100% to the Auxiliary
Cost Pool.

G7 Allocation by Building Schedule (Building Maintenance). Building maintenance costs are
allocated to benefiting buildings according to the functional use of space for each building.

G8 Allocation by Building Schedule (MTRI O&M). These costs are assigned 100% to the MTRI-leased
space. Square footage for the MTRI-leased space is shown under Building 906 in Schedule H1—
Square Footage by Building.

G9 Allocation by Building Schedule (Campus-wide O&M). This schedule show the allocation of O&M

costs benefiting the entire University to cost groups on a building-by-building basis. Square footage
by building is shown in Schedule H1—Square Footage by Building.
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Space Schedules

Building, equipment, interest, and operations and maintenance-related costs are allocated on the basis of
functional use of square footage. The University conducted a comprehensive space survey to document the
functional use of space for the fiscal year July 1, 2010 through June 30, 2011. Account numbers were required to
be assigned to all spaces classified as Organized Research or Other Sponsored Activity space.

Final space results are summarized in two formats:

H1 ASF by Building/Cost Group Report (Square Footage by Building). This schedule summarizes the
square footage on a building-by-building basis.

H2 ASF by Department/Cost Group Report (Square Footage by Department). This schedule summarizes
square footage on a department-by-department basis.
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General Administration

This section includes the supporting schedules for the expense and allocation of the General Administration (GA)
cost pool. The schedules listed below support the GA component in the proposal:

11 Cost Group Step-down Schedule (GA). This schedule summarizes the allocation results of the GA cost
pool that is used in the proposal. The costs that comprise the pool are shown in Schedule 12 and the
allocation results of the cost pool are shown in Schedule I3.

12 Indirect by Department Report (Final Costs by Department-GA). This schedule shows the department
detail for the general administration cost pool.

13 Allocation by Cost Pool Report (GA). This schedule shows allocation of university-wide general
administrative costs to benefiting cost groups. These costs are allocated on the basis of MTC for all
University activity.

Note: All unallowable costs (e.g. entertainment expense) and functions (e.g. alumni office, government relations)

were either excluded from the entire rate calculation or were reclassified to Other Institutional Activity (OIA) and
were allocated a share of overhead costs.
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Departmental Administration Schedules

This section includes the supporting schedules for the expense and allocation of the Departmental Administration
(DA) Cost Pool Group. The schedules listed below support the DA component in the proposal:

J1 Indirect by Department (Final Costs by Department-Deans Office Pools). This schedule shows the
departmental details for all deans’ cost pools.

J2 Departmental Administration Allocation Summary Schedule (by College). This schedule summarizes
the DA allocation by school. The detailed results by department are shown in Schedule J3.

J3 Departmental Administration Allocation Schedule (by Department). This schedule shows the
accumulation of both the Dean’s Office administration from J1 and the Academic Department DA, as well
as the final allocation results. A portion of the Academic Department DA is calculated according to a
Direct Charge Equivalent (DCE) methodology for clerical and general support salaries (see description
below). The DCE calculation can be documented with a variety of schedules and formats. We will provide
additional detail on the DCE/DA component of the rate upon request.

J4 Labor/Non-Labor by Department Schedule (by Title). This schedule summarizes labor and non-labor
expense by department. Labor is further summarized by Faculty and Professional (F&P), Technician,
Professional Administrative, and General Support salary groupings.

J5 DCE/DA Calculation Summary by Department Report (Sample). This schedule shows the DCE/DA
calculation for Department 22600, Mechanical Engineering—Engineering Mechanics.

Explanation of Schedule J4

Schedule J4 is designed to summarize labor by Faculty and Professional (F&P), Technician, Professional
Administrative, and General Support salaries. Note that there are situations where the schedule will document
“Payroll not used in DCE.” This documentation is hecessary because there are situations where salaries are part
of Modified Total Direct Costs (MTDC), but are not used (and subsequently not categorized) in the DCE
calculation.

Finally if a department does not have DCE/DA calculation performed for it, then all salaries associated with the
department would be categorized as “Payroll not used is DCE.”

Any other situations can be documented with complete audit trails upon request.

Description of Direct Charge Equivalent (DCE) Methodology

The DCE methodology was used to calculate a portion of the Department Administration (DA) rate component. A
unique DA cost pool is established for each academic department. Within each of these cost pools, five separate
components are calculated:

100% Administrative salaries and wages

DCE for General Support salaries and wages

3.6% Faculty and Professional Allowance (none for MTRI because they do not teach)
Prorated share of employee benefits

DCE for other operating supplies and expenses

arwdE
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Administrative and General Support Salaries and Wages

The first two components, Administrative and General Support salaries and wages, are determined through a review
of the institution’s payroll system. Job positions for each academic department that are defined as professional
administrative are categorized as 100% departmental administration.

Job positions per each academic department which are defined as General Support (e.g. secretaries, office clerks,
etc.) and Faculty and Professional (e.g. professors, departmental chairpersons, laboratory directors, scientists,
graduate and research assistants, etc.), and have been direct charged to sponsored agreements, are used to
calculate a direct charge equivalent (DCE).

The DCE ratio is defined as General Support salaries and wages charged to sponsored agreements, divided by
Faculty and Professional salaries and wages charged to sponsored agreements. The DCE ratio is computed on a
department-by-department basis.

The DCE ratio is then compared against the actual General Support salaries and wages and the actual Faculty and
Professional salaries and wages (less the 3.6% Faculty Administrative Allowance) which have been charged to each
department’s general operating fund.

When the DCE ratio is less than the ratio calculated for the general operating fund for a given department, and
excess or residual of General Support salaries and wages exists within the general operating fund, this excess is
treated as DA and is transferred to the DA pool. When the DCE ratio is greater than the ratio calculated for the
general operating fund, no excess General Support salaries and wages exists and no transfer is made to the DA cost
pool.

The important assumption underlying this methodology is that the General Support salaries that support the F&P
salaries within the general operating fund can be in the same proportion as the General Support salaries that support
the F&P salaries for sponsored agreements.

Faculty and Professional 3.6% Allowance

The next component, Faculty and Professional (F&P) allowance is determined by taking the MTDC, less the
Administrative salaries and wages, General Support salaries and wages, and all other DA items, and multiplying the
result by the 3.6% Faculty Administrative Allowance (FAA). The resulting amount of the F&P allowance is then
transferred from the general operating fund to the DA cost pool.

Employee Benefits and Other Operating Supplies and Expenses

The final two components, Employee Benefits and Other Operating Supplies and Expenses are determined by taking
a prorated share of each. Benefits are determined by applying the department benefit rate to salaries that were
reclassified to the DA pool. Other Operating Supplies and Expense are determined by using one of the following two
methodologies: a) a separate DCE ratio equal to supplies and expense charged to sponsored agreements, divided by
all salaries and wages charged to sponsored agreements is calculated and applied to the general operating fund, or
b) a simple ratio of DA salaries divided by total non-sponsored salaries is calculated and directly applied to supplies
and expenses paid from the general operating fund.
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Sponsored Projects Administration Schedules

This section includes the supporting schedules for the expense and allocation of the Sponsored Projects
Administration (SPA) Cost Pool. The schedules listed below support the SPA component in the proposal:

K1 Indirect by Department Report (Final Costs by Department-Sponsored Projects Administration).
This schedule shows the department detail for SPA costs.

K2 Allocation by Cost Pool Report (Sponsored Projects Administration). This schedule shows allocation
of SPA costs to benefiting cost groups. These costs are allocated on the basis of sponsored modified
total direct costs (MTDC).
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Student Services Administration Schedules

This section includes the supporting schedules for the expense and allocation of the Student Services
Administration (SSA) Cost Pool. The schedules listed below support the SSA component in the proposal:

L1 Cost Group Step-down Schedule (Student Services Administration). This schedule shows allocation
of SSA costs to the benefiting cost group. These costs were allocated 100% to Instruction.

L2 Indirect by Department Report (Final Costs by Department-Student Services Administration). This
schedule shows the department detail for SSA costs.

L3 Allocation by Cost Pool Report. This schedule shows that SSA costs are allocated 100% to the
Instruction direct base.
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Library Schedules

This section includes the supporting schedules for the expense and allocation of the Library Cost Pool. The
schedules listed below support the library component in the proposal:

M1 Cost Group Step-down Schedule (Library). This schedule summarizes the allocation results for the
Library Cost Pool.

M2 Indirect by Department Report (Final Costs by Department-Library). This schedule shows the
department details for the library costs.

M3 FTE Allocation Report (Library). The schedule shows allocation of university library costs to benefiting
Student, Faculty/Professional, and Other categories based on full-time equivalents (FTEs). The Student
portion is allocated to Instruction, the Faculty/Professional portion is allocated to Benefiting Cost Groups
based on the basis of salaries and wages, and Other, representing any outside users of the library, is
allocated to Other Institutional Activity (OIA).
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Other Space Data Requests

This section includes the additional space data requests that support the Federal Government’s specific data
requirements.

Documentation and Instructions. The University has developed a web-based space and equipment
inventory management and planning system called ASPIRE (Accounting for Space, Indexes, Research, and
Equipment). This user-friendly system is reviewed by our space coordinators, our deans, and our executive
team. The departmental space coordinators, who are the most knowledgeable about the functional utilization
of their space, update ASPIRE.

In addition to the F&A rate computation, our space surveys are used in determining the University's space
allocation and space utilization metrics. During 2010 and 2011 we developed research space utilization
matrices, and university departments became more accountable for their research space. We believe that
these internal metrics complement the requirements of the A-21 space assignment, so the following reports
are a fair representation of our space utilization.

N1 ASF by School/Department/Building/Cost Group Report (Square Footage). This schedule
summarizes square footage by school, department, and building.

N2 ASF by School/Building/Department/Cost Group Report (Square Footage). This schedule
summarizes square footage by school, building, and department.
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2T abed — N uonoas

MICHIGAN TECHNOLOGICAL UNIVERSITY
FYE JUNE 30,

2011

ASF by School/Department/Building/Cost Group Report

Building 0&M G&A DA SPA SSA LIBR IDR OR MTRI OSA OlA Total
College: 99- ALL COLLEGES

Department: 25010 - Educational Tech Sves

07 - Electrical Energy Resources Ct 58 a9 97
Subtotal Dept: 25010 58 39 97
Department: 27000 - J Robert Van Pelt Library

17 - J. R.Van Pelt Library 435 91,317 135 448 92,335
Subtotal Dept: 27000 435 91,317 135 448 92,335
Department: 28009 - Graduate School

01 - Administration Building 3,908 21 3,829
Subtotal Dept: 28009 3,908 21 3,929
Department: 28510- MTRI

9068 - MTRI 502 1,177 4 8,968 10,651
a8 - Off Campus Sites 10 10
Subtotal Dept: 28510 502 1,177 4 8,978 10,661
Department: 28800 - Institutional Analysis

03 - Lakeshore Center 696 696
Subtotal Dept: 28800 696 696
Department: 29100 - Admin Info Svsc

01 - Administration Building 2,360 115 2,475
Subtotal Dept; 29100 2,360 115 2,475
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MICHIGAN TECHNOLOGICAL UNIVERSITY
FYE JUNE 30, 2011

ASF by School/Department/Building/Cost Group Report

Building Q&M G&A DA SPA SSA LIBR IDR OR MTRI OSA OlA Total

College: 99- ALL COLLEGES

14 - Grover C. Dillman Hall 133 28 1,015 387 3,434 121 5118

Subtotal Dept. 42008 133 28 1,015 387 3,434 121 5118

Department: 60017 - Office of Development

905 - Citizens Bank Bldg 3,839 3,839

Subtotal Dept: 60017 3,839 3,839

Department: 65000 - University Mktg and Comm

01 - Administration Building 127 7173 7,300
09 - Alumni House 1,657 1,657
Subtotal Dept; 65000 127 8,830 8,957

Department: 70000 - Affirmative Programs

01 - Administration Building 602 602
Subtotal Dept: 70000 602 602
Subtotal College: 99 50,584 47,435 5,959 9,585 19,440 91,317 116,087 4,156 8,978 4,162 931,027 1,288,730
Total: 57,789 49,233 49,846 9,585 19,440 91,317 605,558 224,299 8,978 8914 1,001,826 2,126,785
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Base Year Modifications and Modified Rates

This section includes narratives and supporting schedules for Michigan Tech Research Institute (MTRI) and
the Great Lakes Research Center (GLRC). The schedules listed below support the Base Year Modifications
and Modified Rates component in the proposal:

o1
02
03
04
05
06
07
08
09
010
011
012
013
014

015

ARRA Modification Detail (Excludes GLRC modification)
ARRA Impact Summary Schedule

2016 Modified Rates (ARRA only)

Great Lakes Research Center (GRLC) Incremental Revenue
GLRC Fact Sheet (Space and Expenses).

GLRC Summary Schedule

2016 Modified Rates (GLRC only)

Combined Modification Summary Schedule

2016 Combined Modified Rates (Includes base year, ARRA modification, and GLRC modification)
Blended Organized Research Modified Rates

Blended MTRI Organized Research Modified Rates
Combined Modification Rate Schedules FY 2013

Combined Modification Rate Schedules FY 2014

Combined Modification Rate Schedules FY 2015

Combined Modification Rate Schedules FY 2016
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01 - ARRA Modification Detail (Next 3 pages)

The University has approved rates through June 30, 2012. The University should modify the Instruction,
Organized Research, and OSA bases by the amount of the FY2011 MTDC expenditures of the ARRA
projects that ended in FY2011, as well as those that will end in 2012. Likewise, the same principles would
apply to MTRI activity. The MTDC of ARRA projects that extend beyond June 30, 2011 are identified below
and excluded from the respective bases in the year that the project closed. Below are completed ARRA
contracts for the University. MTRI had no completed ARRA projects during the FY11 base year.

In addition to the above completed ARRA contracts, there are ARRA contracts that are still active, but will end
during the new proposal period. The University has computed the incremental effect on the rates based on
the MTDC of the ARRA contracts. The end dates of these active contracts vary from FY2013 through
FY2015. These contracts are listed below.
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02 — ARRA Impact Summary Schedule

It is our understanding, based on OMB Memorandum M-11-34 (Accelerating Spending of Remaining Funds
from the American Recovery and Reinvestment Act for Discretionary Grant Programs, dated Sept. 15, 2011)
that the ARRA projects now need to be completed by September 30, 2013. We received a notice from the
National Science Foundation on Dec. 13, 2011 confirming the implementation of this memorandum as it
applies to NSF-funded projects.

An impact summary schedule for our rates based on the ARRA account decrements to our on-campus bases
is provided below. The ARRA change in the base (denominator) affects the DA/DCE computation, which then
changes the MTDC decrements for the Instructional Rate Base. That is why the Instructional Rate Base
changed by $456,167 instead of $524,568. Projected rate schedules for each year of the proposal period as
outlined on pages B1, B2, B3, and B4 are available upon request.
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03 - 2016 Modified Rates (ARRA only — Next 2 Pages)
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04 — Great Lakes Research Center (GLRC) Incremental Revenue

Michigan Tech has long been a leader in research related to the Great Lakes. Now those researchers and their
projects are going to have a new home on the campus’s waterfront.

The project includes construction of a three-story, 55,000 square foot research building that enhances Michigan
Tech’s waterfront. The building, located on the canal side of the Dow Environmental Sciences and Engineering
Building will house eight research labs with researchers from four departments: biological sciences, civil and
environmental engineering, geological and mining engineering and sciences, and chemistry. Researchers from
the Michigan Tech Research Institute will bring their remote sensing expertise to the new facility.

The new center will focus on a number of pressing issues in upper Great Lakes coastal research, including
research into the effects of global climate change, the impact of invasive plant and animal species, over-fishing
and the reproductive failure of native fish, loss of coastal wetlands and habitats along tributaries that feed the
Great Lakes, historical contamination from mining and the impact of toxic contaminants that persist, and the
effects of population and pollution on coastal biodiversity.

A broad variety of research labs will draw faculty and students from disciplines across campus. They include a
fisheries restoration lab, a sediment characterization and processing lab, a mass spectrometry lab where large
samples can be screened quickly for different compounds, a coastal hydrology lab for controlled testing of
sediment behavior under various river and coastal flow conditions; an exotic species lab; a model computation
lab, a remote sensing and coastal instrumentation networking lab; and an air quality and meteorology lab.

In 2009 the Michigan DNR released the Michigan-Great Lakes Plan. This plan envisions a vibrant “blue water
economy” premised on achieving and maintaining a balance between economic development and assured
preservation of the health and sustainability of the Great Lakes. The report identifies eight Great Lakes
restoration priorities: aquatic invasive species, habitat/species, coastal health, areas of concern and sediments,
non-point sources of pollution, toxic pollutants, indicators and information, and sustainable

development. Michigan Tech, through the Great Lakes Research Center, will be uniquely positioned to
contribute research and policy work in each of the eight priority areas.

As a hub for Great Lakes research and education, the waterfront facility will also house a conference center and
facilities to expand educational outreach program for elementary, middle and high school students and
teachers. The building will include a research vessel deployment and maintenance facility and water-level
access for the University’s research vessels, the Agassiz and Polar.

The University issued a general revenue bond series in 2010 to fund its share of the Great Lakes Research
Center as well as to obtain funds for some necessary life safety expenditures. The additional allowable costs
related to the 2010 general revenue bond issue are reported in Table 03.

There will only be incremental Organized Research revenue generated when we open the GLRC. Therefore,
the MTDC for the Instruction rate, the MTRI rate and the OSA rate will not change. Incremental organized
research at the GLRC is computed by using 25% of the average on-campus MTDC per square foot of non-
ARRA MTDC. The percentage of the average MTDC/square foot will increase by 25% per year during the
proposal period, for example, 25% in 2013, 50% in 2014, and so forth.
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O5 — GLRC Fact Sheet

The incremental space and expenses for the GLRC are presented below.
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06 — GRLC Impact Summary Schedule

An impact summary schedule for our rates based on additional research revenue, space and operating
expenses is provided below. The proposed rate schedules which reflect the incremental changes for the
GLRC to the MTDC for FYs 2013 - 2016 are presented below. Rate schedules for each year of the proposal
period in the same format as those presented on pages B1, B2, B3, and B4 are available upon request.
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07 — 2016 Modified Rates (GRLC only — Next 2 pages)
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08 — Combined Modification Summary Schedule (ARRA & GLRC)

An impact summary schedule for our rates based on the combined ARRA decrement and GLRC additional
research revenue, space and operating expenses is provided below. Rate schedules for each year of the
proposal period in the same format as those presented on pages B1, B2, B3, and B4 are available upon
request. The blended proposed rates are presented in a different schedule.
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09 - 2016 Combined Modified Rates (Next 2 pages)
(Includes Base Year, ARRA modification, and GLRC modification)

The proposed rate schedules for 2016 reflect the incremental changes to the MTDC for both the ARRA
decrement and the GLRC increment for FYs 2013-2016 as presented below.
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010 - Blended Organized Research Modified Rates

The following table summarizes how we arrived at the proposal blended organized research rate for Michigan
Technological University.
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011 - Blended MTRI Organized Research Modified Rates

The following table summarizes how we arrived at the proposal blended organized research rate for MTRI.
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012 — Combined Modification Rate Schedules FY2013 (Next 4 pages)
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013 — Combined Modification Rate Schedules FY2014 (Next 4 pages)
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014 — Combined Modification Rate Schedules FY2015 (Next 4 pages)
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015 — Combined Modification Rate Schedules FY2016 (Next 4 pages)
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