	COST TRANSFER POLICY

A Cost Transfer is a transfer of an expenditure from one account to another.  The Cost Transfer Form is used to request a cost transfer.  The form is designed to provide necessary information for transactions that are likely to receive increased scrutiny by auditors.  Funds (dollars) cannot be transferred between sponsored research projects.

Federal agencies regulate the transfer of costs from one federal grant to another. The NIH policy is a good example of clear guidance on the matter. It states: 

"Cost transfers to NIH grants by grantees should be accomplished within 90 days. Transfers must be supported by documentation that fully explains how the error occurred and a certification of the correctness of the new charge by a responsible organizational official of the grantee. An explanation merely stating that the transfer was made 'to correct error' or 'to transfer to correct project' is not sufficient. … Transfers of costs from one project to another or from one competitive segment to the next solely to cover cost overruns are not allowable. Frequent errors in recording costs may indicate the need for accounting system improvements and/or enhanced internal controls.”
Cost transfers are necessary to correct clerical errors, reallocate effort to reflect actual effort, or to allocate shared services that were previously charged elsewhere. Such transfers involving government sponsored research accounts, including government flow-down funds must have a complete explanation or justification for the cost to be allowable. Cost transfers are monitored and approved by ORA, particularly transfers made more than 90 days after the original expense. All charges to sponsored research grants and contracts must be incurred for the benefit of the specific project. Therefore, PIs and financial administrators may not initiate transfers to a sponsored research account to avoid a cost overrun on a project or to use up an available balance remaining on a research grant.

Each request for a cost transfer should be accompanied by documentation for the transfer as described below and forwarded to the ORA. All documentation should include a detailed listing of the original transactions that are included in the transfer and a total amount to be transferred, exclusive of indirect costs. If the transfer is for a portion of the original transaction, documentation should include a record of how the amount was determined. 

A complete justification or explanation to support a cost transfer to a sponsored research grant must clearly show:

· Allocable to the award - provides a benefit to the project grant 

· Allowable to the award - is a permissible expense under the sponsor’s guidelines or rules 

· Reason - for transfer 

· The reason for any delay in the timely processing of the transfer (more than 90 days) 

· A statement that the systemic causes have been corrected so they will not recur 

· Review and approval by the PI 

For example, the following statements comprise an adequate justification for a graduate student stipend and tuition transfer:
1. The efforts of Grad Student X directly benefit the scope of work for Project Y - OR - Grad Student X conducted experiments related to the Project Y statement of work (be specific, but brief) 

2. These salary charges are allowable on this award per the Project Y agreement. 

3. The reason charges are being transferred onto this award is the appointment paperwork for Grad Student X was not received in time to allocate his/her salary correctly. Consequently, this month’s charges for Grad Student X are incorrect. 

4. Appointment paperwork is now fully approved, and the labor accounting distribution has been corrected for Grad Student X so that his/her salary will now be charged correctly. 

5. The charges were corrected as soon as it was possible to do so. There was no delay. 

6. PI Smith has reviewed the charges and assessed the efforts of Grad Student X and approved the transfer. 

Costs on sponsored research grants are billed on a monthly basis. If a payment is received from a sponsor for a cost that is later transferred from the sponsor’s research grant, the funds must then be returned to that sponsor. Similarly, periodic financial reports that ORA prepares for these sponsors also have to be revised, which can sometimes trigger audit questions at the sponsoring agency. Retroactive cost transfers thus impact and cause significant complications in our cash management and financial reporting responsibilities, and could also lead to allegations of fraud through misspending and misreporting of funds on federal research grants. 
Roles and Responsibilities for Cost Transfers
 
Financial Administrator 
Principal Investigator

SRA Approval 
Transfer of Expense to Sponsored Research Accounts 
 
 
 
 
Identifies the need for a transfer of costs to a sponsored research project/grant. 

X
X
 
 
Ensures personnel, travel, materials and other items are necessary to carry out the project 

 
X
 
 
Determines whether the cost can be appropriately charged to the sponsored research award under sponsor and University guidelines 

X
 
 
 
Prepares and approves proper forms and documentation for the expense 

X
X
 
 
Guides expense request through proper University channels 

X
 
 
 
Audits and provides approval

 
 
X



