Financial Management by University of Rochester

Principal Investigators

1. Principal Investigator’s Responsibilities

The Principal Investigator (PI) is ultimately responsible for both the technical goals of a research project and the fiscal management of such project, in accordance with sponsor and University regulations.  Such fiscal management responsibilities include, but are not limited to:

· Preparation and submission of proposal budgets, including consideration of allowability of costs, cost sharing, commitment of effort and estimating methods

· Authorizing only those expenses that are reasonable and necessary to accomplish the project goals and that are consistent with the sponsor’s terms and conditions

· Seeking sponsor approval (in conjunction with ORPA), if necessary, for any significant change(s) in financial plans, rebudgeting or carryforward of funds

· Spending no more than the amount authorized by the sponsor for the project period

· Charging project costs directly to the project account

· Monitoring and reviewing expenditures in a timely fashion to assure their appropriateness and correctness

· If subrecipients are involved, reviewing the invoices of the subrecipient to ensure that expenditures are in line with performance

· Documenting cost-share commitments

· Identifying and accounting for any program income that accrues to the project

· Ensuring that those to whom authority for expenditure approval is being delegated (for example, on Personnel Action Forms, requisitions, purchase orders, travel and conference forms, requests for payment) be documented by the Principal Investigator in writing on the Sign-Off Form for the individual project or by documenting  the department’s award file

· Overseeing proper financial closeout of sponsored accounts, including approval and certification of the draft financial status report prepared by Sponsored Programs Accounting

It is important to emphasize that, while Principal Investigators can delegate their authority, they are still ultimately responsible for the transactions.  Refer to http://www.rochester.edu/ORPA/manual/.  While all these responsibilities are critical, the monthly review of expenditures and cost sharing are noted in more detail below.

2. Review of Project Expenditures

PIs should review their sponsored program ledgers on a timely basis each month.  Department administrators can assist PI’s in this responsibility, however, documentation verifying the PIs review should be retained by the department administrator.

Budget to actual comparisons can provide useful analytical information to assist in the PI’s review of the ledger.  Especially useful is when a forecast of expenditures for the remainder of the project period (inclusive of encumbered expenditures) is added to actual expenses to date and compared to the program’s budget.  If the program budget is greater than the forecast, then there is a possibility that expenditures charged to the account are incomplete (that is, not all expenditures have been reflected in the forecast or certain actual expenditures that should have been charged to the account have been charged elsewhere).  Likewise, if the program budget is less than the forecast, then there is a possibility that expenditures were charged to the account erroneously or there is going to be a true deficit in the program. Refer to http://www.rochester.edu/ORPA/manual/ .

The amount of analysis of charges to the accounts should be proportionate to the relative magnitude of the expenses.  Typically, salary and benefits are the most significant monthly expenses, followed by indirect costs and supplies.  Following are specific steps that should be performed on a monthly basis regarding these specific types of expenditures.  The department administrator can perform these steps, and any discrepancies should be pointed out to the PI during his/her review.


Salaries and Benefits

Since salary and benefits typically represent one of the largest expenditures of a project, it is useful to have a schedule for comparison and monitoring purposes that includes the name of the research staff and their percent effort as included on the program budget/application, in addition to the names of the actual research staff and their percent effort as reflected in the PeopleSoft system.  This will allow for identification of unexpected personnel and effort variances from plan, and help identify circumstances when communication to the sponsor about changes in key personnel effort are needed.


Indirect Costs

The monthly review can also include a comparison of the indirect cost rate applied on the account with the indirect cost rate applicable to the program.  

Certain items are not included in the direct cost base used to calculate the indirect cost amount.  The more common excludable items are capital purchases and payments in excess of the first $25,000 paid to subcontractors on the account. 


Supplies and Equipment

· For travel expenses that are charged to the project, do they meet the reasonable and allowable standards (that is, lowest available airfare, U.S. air carrier, receipts for expenses of $25 or greater, and actual meal costs stated for expenses under $25)?

· Does appropriate and adequate supporting documentation exist in the department for non-payroll charges to the grant?  This includes receipts for purchases made with the Purchasing Card program.  Does the documentation agree with the ledger? 

Are any charges identifiable as being unallowable costs?  Examples include alcohol, vivarium charges on a project that does not provide for animal usage, entertainment costs, etc.

· Are there expenditures for general purpose equipment?  Is approval of the sponsor needed and has it been obtained? 

3. Cost Sharing

In general, cost sharing is the portion of project costs that is not funded by the sponsor.  Cost sharing can be mandated by a sponsor when the sponsor includes such terms in an award. In such circumstances, the sponsor’s expectation is that such costs are being provided to the sponsor free of charge.  Cost sharing can also be voluntary.  The University’s policy regarding cost sharing (University of Rochester Cost Sharing Policy and Procedures) can be accessed at http://rochester.edu/ORPA/Policies/costshr.

For costs to qualify as meeting the cost share portion of a project, certain criteria of allowability must be met.  While the specific sponsor and award terms must always be consulted, in general expenses that qualify as cost share include costs that are:

· Allowable and allocable under the principles included in OMB Circular A-21

· Verifiable from University records  (that is, there should be ongoing documentation of the amounts being charged each accounting period to non-ledger 5 accounts that represent cost share expenses)

· Necessary and reasonable for proper and efficient accomplishment of project objectives

· Identified in the approved award budget

· In compliance with the criteria outlined in OMB Circular A-110

· The expenses cannot be charged to another federally funded project

PI’s must indicate cost sharing by checking “yes” on the University Proposal Sign-Off Form that is submitted to ORPA at the grant application phase, and complete the supplementary Proposed Cost Sharing Commitment Form.  It is also the PI’s responsibility to ensure that any proposed costs sharing has been approved by the appropriate Chair or Dean, if University resources are utilized.  At the post-award stage, it is the PI’s responsibility to certify the appropriateness of the cost shared activity or expense.
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