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Working with External Customers
Core facilities support the sponsored research of the Boston Children’s Hospital community and are not allowed to operate for a profit. Boston Children’s does realize that for a Core facility to operate efficiently and keep costs down, it may offer its services to external users, especially where there is excess capacity. However, it is important for the Core to have a mechanism in place to track costs to insure the federal government is not burdened with higher rates. 
The Core facility can charge rates in excess of their approved rates to nonfederal external users (internal rate = cost), provided the revenue stays within the Core facility and is used to support Boston Children’s users and Core expansion. The Core facility should continue to operate at a break-even point.
If external parties are expected to become a substantial part of the Core facility business, then it should account for it separately. Additional information can be found in Guidelines for Managing Supportive Accounts. To set up a supportive account, please contact Hernan Santana at Hernan.Santana@childrens.harvard.edu.
[bookmark: unrelated_business_income_tax]Unrelated Business Income Tax
If Boston Children’s, as a tax-exempt entity, carries on a trade or business not substantially related to our mission, then we may be subject to unrelated business income tax (UBIT). Core facilities should be aware that sales to external parties may trigger this tax. Three elements must be present for an activity to be considered unrelated to the institution’s tax-exempt purposes:
· The activity must be a “trade or business.” See IRS Code 1.513-1(b).
· It must be regularly carried on. See IRS Code 1.513-1(c)(1)./ See IRS Code 1.513-1.
· It must not be substantially related to the university’s exempt purposes. See IRS Code 1.513-1(d)(2).

	[bookmark: rates]User Type
	User Description
	Fee Structure

	BCH Internal
	All entities using internal orders or cost centers for purchases
	Direct Costs

	External - Academic
	Non-profit academic medical institutions project specific activities 
	Direct Costs plus Indirect Cost

	External – Non-Academic
	All for-profit commercial businesses and institutions including pharmaceutical companies.
	Minimum of Direct Costs plus applicable Indirect Cost rate and a maximum up to market rate if it exceeds Direct Cost plus IDC.
For example, based on the scenario below, the Core could charge $350:
Direct Cost + IDC for $100 service: $100 + $77 = $177
Market Rate Outside of BCH for service: $350



To learn more about building a sustainable core facility, please visit https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6078059/
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