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TO:

Research Administrators
FROM:
Susan Shanks  
Office of Research Accounting and Costing Standards
Brenda Kavanaugh

Office of Research and Project Administration

DATE:

August 14, 2012
SUBJECT:
Effort Tracking – Cost Sharing

Cost sharing is the portion of the cost of conducting a research project or program which is not paid for by the sponsoring agency.  It is the University’s share of the cost of the research project or program.  Cost sharing occurs when either the sponsoring agency requires, or the University voluntarily commits, funds beyond those awarded by the sponsoring agency to support the research associated with a particular grant or contract. Once committed, it is important to document the fulfillment of the University’s responsibility for cost sharing, and to maintain compliance with governmental and other regulations.

The most common budget category for cost sharing is faculty effort.  When cost sharing is related to effort, salary dollars commensurate with that effort are not reflected in the University’s Human Resource Management System (HRMS) on the ledger 5 account associated with the research project or program.  Therefore, the cost shared effort must be tracked and certified to confirm the effort commitment was met. This information is sometimes required by sponsoring agencies, internal and external auditors, and is included in the Modified Total Direct Cost (MTDC) base for the Facilities and Administrative (F&A) cost rate proposal.  

To assist departments in tracking cost shared effort for faculty within HRMS, a specific subcode has been designated in the University’s Financial Reporting System (FRS).  This subcode should be used when processing Personnel Action Forms (PAF) in HRMS:

1071     Academic Year Cost Sharing

Below are definitions and examples of types of cost sharing and recommended processes to follow.

Mandatory Cost Sharing is a requirement of the sponsoring agency as a condition of an award. It is a commitment by the University to contribute to the cost of conducting the research project or program.  The requirement for such cost contribution will be explicitly set forth in the funding opportunity announcement or guidelines issued by the sponsoring agency, and will be a requirement for eligibility to submit a proposal.  It must be specifically identified in the University’s proposal.  This also might be referred to as “matching funds”.

· The sponsoring agency may require the University to provide either a fixed amount of money or a percentage of the project costs as cost sharing. 

· The sponsoring agency and the University must agree on the terms of the mandatory cost sharing prior to the University’s acceptance of an award, including any reporting requirements. 

Example:

An investigator was awarded a project requiring 20% of her effort.  The sponsor will pay 10% of her effort.  The agreement states the University is required to match the remaining 10% effort.  The matched effort must be allocated from non-federal funding sources. 

Sample Distribution using the Academic Year Cost Sharing subcode:

Professor Daisy Duck

10%
5-xxxxx-1000     Sponsored Account

80%
2-xxxxx-1000     Unrestricted Account (non-sponsored activity)

10%
2-xxxxx-1071     Unrestricted Account (mandatory cost share % of salary-effort)

Voluntary Committed Cost Sharing is not a requirement of the sponsoring agency, but may be voluntarily offered and quantified in the proposal by the Investigator.  Ordinarily, this is in the form of effort committed to the project with no salary dollars commensurate with that effort requested in the proposal budget.  Cost sharing which is proposed voluntarily by the Investigator becomes mandatory once the award is made (also known as “Voluntary Committed” Cost Sharing).  The requirement for such cost sharing will not be explicitly set forth in funding opportunity announcement or guidelines issued by the sponsoring agency, and will not be a requirement for eligibility to submit a proposal.  However, it will be specifically identified in the University’s proposal.  
Example:
An investigator submitted a proposal indicating he would commit 20% effort.  When the project was awarded, the sponsoring agency indicated they would fund 16% of his effort.  Because there was no change in scope of the project and the investigator committed 20% effort, the University is required to cost share the remaining 4% effort.  This cost shared effort must be allocated from non-federal funding sources. 

Sample Distribution using the Academic Year Cost Sharing subcode:

Professor Donald Duck

16%
5-xxxxx-1000    
Sponsored Account

25%
5-xxxxx-1000    
Other Sponsored Account

55%
2-xxxxx-1000     Unrestricted Account (non-sponsored activity)

  2%
2-xxxxx-1071     Unrestricted Account (committed cost share % of salary-effort)

  2%
3-xxxxx-1071
Unrestricted Account (committed cost share % of salary-effort)

ORACS will send cost sharing certifications to department administrators.  Department administrators will be required to work with the appropriate individual(s) to certify the cost shared effort related to each research project or program.  

The 1071 Academic Year Cost Sharing subcode should only be used on unrestricted (non ledger 5) accounts used to support only the portion of the salary related specifically to the committed cost share for academic year/annual salary.  Therefore, a faculty’s effort distribution will be charged to subcode 1000 on the ledger 5 and possibly on other ledgers, and the cost shared portion will be distributed to 1071 on an unrestricted account(s).  The unrestricted account may also support other activities.  There may be a distribution to other subcodes from the same account (1000, 1070, 1050, etc.). 

Note: Occasionally, cost sharing may be allowable from a nonfederal ledger 5 account.  These specific instances will be reviewed on a case by case basis.  Contact your ORPA representative for the appropriate approval/processing method.

Please identify cost sharing for the individuals in your department when processing new PAFs and begin utilizing this subcode as of August 14, 2012, as appropriate.  This subcode was identified to assist in the process of tracking cost sharing on a go forward basis only.  It is not necessary to process PAFs merely to retroactively track cost shared effort.  Department administrators should consider assigning this subcode, as appropriate, on future PAFs.

Note:  Include ”K” Career Award cost sharing in this process.  

Currently, there is no functionality within HRMS to link the relationship between the 1071 transactions/effort to the related accounts for the cost shared portion.  We are working to develop a process within HRMS in the future which will function similar to 1070 NIH Salary Cap tracking. 

If you have any questions, please contact Brenda Kavanaugh brenda.kavanaugh@rochester.edu or Susan Shanks ssha@finance.rochester.edu.
Brooks Landing. 910 Genesee Street. Suite 200. Rochester, NY 14611
Brooks Landing. 910 Genesee Street. Suite 200. Rochester, NY 14611
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