HAND OUT FOR RESEARCH ADMINISTRATORS COUNCIL APRIL 13, 2006

------------ Forwarded Message ------------

Date: Monday, April 03, 2006 5:29 PM -0400

From: Edna L Jackson <edna@cmu.edu>

Subject: Memo from Mark Kamlet and Deb Moon

TO:                   Deans and Associate Deans

FROM:            Mark Kamlet, Senior VP and Provost

                        Deb Moon, CFO and VP Finance

DATE:             April 3, 2006

The OIG (Office of Inspector General) has issued multiple non-compliance and unallowable cost findings upon prominent higher education research institutions over the past few years.  Although these requirements are not new, they are being given increased scrutiny by both federal and independent auditors, including our own.  In the event that we are found to be in non-compliance, not only are we required to reimburse the sponsored funding (and potentially pay interest and penalties) we are also elevated to the status of a "high risk" auditee which will intensify the scope and testing of all subsequent audits, especially in the departments with the non-compliance finding.

In response, it is critical that we all place renewed emphasis on compliance and timely financial management of both our sponsored and non-sponsored funds.  Although the University's policies are compliant with federal regulations and supportive of effective internal controls, our actual compliance is only as good as our practical application and enforcement.

With this thought in mind, we are asking for your help in several areas:

Cost Transfers 

The University Cost Transfer Policy, found at http://www.cmu.edu/policies/documents/CostTrans.html, requires that cost transfers be completed within 90 days of the original transaction.

This requirement is derived from the need to comply with both GAAP (Generally Accepted Accounting Principles) regulations for timely revenue recognition, and the federal regulations in OMB (Office of Management and Budget) Circular A-110 "Uniform Administrative Requirements for Grants and

Agreements With Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations"  and OMB Circular A-21 "Cost Principles for Educational Institutions".

Specific testing for compliance with this policy is conducted by both our internal auditors and our external auditors.  Compliance is critical not only for positive audit results, but also to ensure that reporting to the

federal government and other sponsors is timely and accurate.

Effective July 1, 2006 Cost Transfers which are seeking to transfer expenditures ONTO a sponsored project, for which the original expenditure date exceed the 90 day policy window will be processed to one of the departments UNRESTRICTED funding accounts (faculty discretionary or department E&GO funds).

Consequently, please make sure that your department's review all accounts and make sure that all cost transfers are current.

In order to ensure that cost transfers are current, it is also critical that all effort certifications are current.  It is the Principal Investigators responsibility to ensure that effort charged to sponsored projects is appropriate and accurate.

(continued)

Technical Reporting   

Most sponsored projects require, at a minimum, final technical reports.  Some require technical reporting more frequently.  It is the responsibility of the Principal Investigator to file the technical

reports within the timeframe prescribed in the sponsor award documents and corresponding regulations, and to provide proof of submission to the Sponsored Projects Accounting department.

The University has consistently had difficulty during our annual federal audit in demonstrating compliance with these regulations.  We have experienced funding delays due to outstanding technical reports (sometimes reports due to the same sponsor from another Principal Investigator within the university).  Additionally, sponsors may withhold final or interim payments until technical reports are filed.

We are requesting your assistance in communicating the importance of complying with these specific responsibilities, as well as timely financial management of individual grants/contracts and other funds, to your business manager, department heads, and faculty.   While we can reiterate the importance of prudent financial and compliance oversight; we feel that you setting this as a divisional priority, as Deans and Associate Deans, will reinforce the message.

Thank you in advance for your assistance.  If you have any questions or comments please do not hesitate to contact us. 
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