Comptroller’s manual


General Accounting

1. Introduction

The University, consistent with GAAP as described by the AICPA in its industry guide for audits of colleges and universities and SFAS 117, will use the following groups in accounting and reporting its financial activities:

A fund is an accounting entity with a self-balancing set of accounts consisting of assets, liabilities, and fund balances.

A. Classes of Funds

1. Current Funds are separated into:

a. Unrestricted: resources expendable for any purpose in performing the primary objectives of the University.

b. Restricted: resources received from donors or other external third parties that they restrict for specific operating purposes. The restrictions on grants may vary; some may be very specific (e.g., funds may only be used for a definite or exact purpose) whereas others may be general (e.g., the University allocates funds to specific projects).

2.   Loan Funds: loans to students, faculty or staff and the resources available for such purposes.

3.  Endowment and Similar Funds: consisting of endowment funds, term endowment funds and quasi-endowment funds:

a. Endowment funds: are resources for which the donor has stipulated, as a condition of the gift instrument, that the principal amount would be maintained inviolate and in perpetuity for investment. Investment earnings may be added to the principal or expended for restricted and unrestricted purposes, based on the donor’s request.

b. Term endowments: are similar to endowment funds except that, upon the passage of time or the happening of a particular event. All or a part of the principal may be expended.  

c.  Quasi-endowment: are funds that the University Board of Trustees (BOT), rather than an outside source, has determined to be retained and invested. Since this is an internal designation, the BOT has the right to expend the principal of these funds at any time.

4. Annuity and life Income Funds: resources acquired by the University under agreements to remit stipulated amounts periodically to the donor or other designated individual; the agreement is made to cover a stated, predetermined period of time (annuity) or for the lifetime of the donor or designated individual (life income).

5. Plant Funds: composed of four subgroups:

a. Unexpended Plant Funds: unexpended resources that finance the acquisition of physical properties for institutional purposes;

b. Renewals and Replacements: resources that finance the replacement of institutional properties;

c. Retirement of Indebtedness: resources accumulated to finance principal and interest payments relating to indebtedness to institutional properties; and

d. Investment in plant: funds invested in the University’s properties

6. Agency Funds: resources for which the University is acting as the agent or custodian for others.

B. Types of Restricted Funds 

The differences are based on the purpose of the funds provided and the nature and purpose of the sponsoring or donating entity.  The distinction is important for the following reasons:

a. Differences in how funds are administered and accounted for.

b. Terms and conditions are generally different.

c. The expected results are different.

1. Gift

A gift comes to the University with no stated or implied proprietary deliverables, meaning anything that is provided to the grantor, which is not available to the general public. It may carry a stipulation as to its use, but there can be no expectation of benefit to the donor; it is donative in its purpose. It is for a general purpose and allows the recipient unrestricted use of the funds in order to accomplish that general purpose.

An example would be the scholarships given by AUB.

If the money has been received as a gift in support of generic activities and there is no agreements of performance or of a specific product which will accrue to the benefactor, then this gift will be recorded in a gift account. Donated equipment, if for generic research or instructional purposes, would be considered a gift.

2. Grant

A grant supports an activity in which the investigator and the University are the primary beneficiaries.  The granting agency plays no active role managing or directing the project and the investigator and institution have considerable discretionary powers with respect to both scientific direction and budgetary flexibility. This funding mechanism is the one most commonly used by agencies, which fund biomedical research. 

Grants are awarded for different activities.  Some of the most common are research, institutional training, individual fellowships, career development awards, and service purposes. Grants are also awarded for non-research related conferences, instrumentation capitation, construction, travel, or many other purposes.  This category is used as a "catch-all" for sponsored projects, which are not clearly research, training, or service.

A grant comes to the University with clear expectations that a service will be performed and that all or a portion of the data is proprietary in nature. 

Because in actual fact, the line between gifts and grants is not nearly so clear and most gifts come with a designated beneficiary and with at least the expectation that the support being provided to a particular unit will provide some benefit to the donor, we can consider the difference between a gift and grant is whether those benefits are of a generic nature in support of the general activities of a unit or whether there are any agreements for performance, a specific product, or a service which will accrue to the benefactor. 

If the equipment, computer time, etc., is given for a specific research project for which there is a proprietary deliverable, then it will be considered research. In this case, however, the payment of the indirect on the donation would follow the rules for research grants. 

3. Research grants

Research grants are financial awards provided to support investigation or experimentation aimed at the discovery and interpretation of facts or the development, application, or revision of theories. Most research grants are awarded to support a single research or project. These are what are commonly called "traditional" research grants.  Also there are other grants, which, are called "program project" or "center" grants, are developed around a central theme and generally are based upon a multi-disciplinary approach to the problem. In addition, research grants are also awarded for special purposes such as to support new investigators, renovate animal facilities, provide research travel funds, fund research conferences, or provide specialized equipment or facilities.  AUB grants [University Research Budgets (URBs)] at the beginning of the fiscal year.

4. Service grants

 Service grants are awarded when the work proposed is to provide a given product or result and limited creativity is required.  For example, doing specialized laboratory tests or administering questionnaires for projects in which you have limited intellectual input or involvement would typically be considered "service". Alternately, a service grant can be utilized to hire an individual's services for a specific task.  For example, the government sometimes issues an interpersonal service agreement to hire an individual on a temporary basis when they have need of some special.

5. Contracts

A contract is a legal document, which specifies a task (or tasks) to be performed in conformance with the requirements set forth by the contractor or awarding agency.  The investigator or contractee is required by law to fulfill the terms of the contract and is afforded no flexibility.  Changes in scope, direction, or budget require the written approval of the contractor.  This individual is usually different from the project officer who oversees the scientific conduct of the work

In a "cost-reimbursement" contract, the university and the investigator are required to put forth their best efforts to meet the terms of the agreement.  However, they are not required to complete the work if costs exceed the contracted amount. 

In a "fixed price" contract, the project must be completed even if the investigator and the University must assume part of the cost. 

In the case of a research contract, the degree of control by the sponsor is much greater.  Contract negotiations, in fact, usually take into consideration the direction in which the research will go, its scope, its outcomes, intellectual property rights, timelines, and milestones.  The sponsor is given the right to use the intellectual property for internal research and development purposes.  A contract also gives the sponsor the option to negotiate an exclusive or non-exclusive license to the intellectual property.  It does not transfer ownership to the sponsor.

6. Projects

A sponsored project is any specific project funded by an outside source which has, as part of the conditions of its award, terms which require fiscal accountability, formal project start and end dates, formal reporting of results, and/or place restrictions on the specific use of the funds.  For example, funds given to support the development of a test to detect breast cancer which require the institution to report on how the funds were expended; gives the sponsor the right to review publications; and grants them some rights with respect to intellectual property is a sponsored project.  However, funds given to support breast cancer research in the laboratory of Dr. Smith coupled with a request that the donor be informed of scientific progress (without specifying frequency or format) could be construed as a gift.  It should be kept in mind that the distinction between a sponsored project and a gift is not clean cut.  They exist in a continuum, and in some cases it is a judgment call. 

2. Policies

A. Control Over Restricted Funds (or Responsibilities)

Funds received for restricted purposes are separately accounted for in accordance with generally accepted fund accounting principles specified by the Industry Audit Guide of the American Institute of Certified Public Accountants entitled, “Audits of Colleges and Universities.”

The Office of Regional and External Programs  (REP) is responsible for:

a. Overseeing all research related activities.

b.  Identifying funding sources.

c. Reviewing grants and contracts proposals and budget estimates.

Fund owner or investigator is responsible for:

a. Managing the project.

b. Verifying expenditure complies to terms.

Budget office is responsible for:

Reviewing all grants and contracts with respect to budget, indirect cost rate, and other pertinent details.
The Gifts, Grants, Contracts and Projects (GGCP) section in the Comptroller’s Office is responsible for:

a. Creating restricted fund accounts. 

b. Processing gifts, grants, contracts and projects.

c. Maintain documentation on and monitoring post-award activities (extensions, revisions, or modifications to original terms and conditions).

d. Maintaining and monitoring restricted funds.

e. Determining amount to bill to sponsoring agencies.

f. Preparing expenditure reports for sponsoring agencies.

g. Reviewing all grants and contracts with respect to budget, indirect cost rate, and other pertinent details.
B. Accounting for Restricted Funds

1. The funding method determines the way in which financial activity is recorded and methods are:

a. Letter of credit

b. Cost reimbursement

c. Advance

d. Transfer

2. Segregation of Restricted and Unrestricted funds: A clear distinction between the balances of the funds that are externally restricted and those that are unrestricted will be maintained in the accounts and in the financial reports of each fund group. Unrestricted funds may be internally designated for a specific purpose by appropriate action of the controller.

3.  Inter-fund borrowings of a temporary nature should be reported as assets of the fund group making the advances as well as the liabilities of the fund group receiving the advances.

4.  Endowment Funds: The principal and income of funds participating in the pool are accounted for separately and all applicable restrictions are observed.

C. Processing 

The REP office controls applications for grants and contracts.  All applications and proposals for awards are filed in this office.  Each grant, contract, project must have a budget which has been negotiated with and approved by the sponsoring agency and a properly executed award or authorization notice.  

When a grant application has been prepared, a copy of the application should be forwarded to the GGCP section for review of the proposed budget estimate details. When a grant award or rejection notice is received, a copy is distributed to the GGCP. 

Budgets are reviewed periodically by GGCP for each grant and contract.  When a change in plan results in a change in the budget, budget modifications are forwarded to GGCP for approval.

All purchase requisitions and requests for travel authorization/advance charged to grant and contract accounts require GGCP reviews and approvals to assure that proposed expenditures are consistent with the grant requirements and that sufficient budget is available.

D. Extensions

No fund extensions are utilized when additional time is required to adequately fulfill the obligations of an award.  Requests for this extension should be addressed to the GGCP or awarding agency, signed by the investigator, and countersigned by the dean/chairman/director. 

E. External Reporting

External reporting of restricted funds is performed as requested by donor or grantor. Reports are normally prepared to donors’ or grantors’ specifications and usually on forms provided by them.

Contracts and grants from certain agencies require a periodic reporting or billing of expenditures before funds are remitted.  These reports may be submitted monthly, quarterly or at the completion of the project depending on the grant or contract stipulation. Information for billing is obtained from the detail monthly transactions reports for the respective accounts. Reports are generally prepared on forms provided by the contracting or granting agency.

F. Plant Funds

1. Type of Plant Funds

Plant funds are recorded and maintained for the major fund groupings consisting of unexpended plant funds and investment in plant.

2. Creation of Plant Funds

Within the unexpended plant funds group of accounts, separate fund accounts are maintained for gifts and grants restricted for the acquisition of physical properties.

3. Responsibility for Plant Funds Accounting

The GCCP is responsible for unexpended plant and investment in plant funds accounting.

4. Criteria for capital expenditures

Expenditures for exceeding $5,000 for equipment that has a useful life exceeding one year are considered capital expenditures.  Capital expenditures for the year are added to investment in plant.

Depreciation on equipment is determined each year and reduces the investment in plant.  

The capital budget is prepared to cover expenditures for all capital construction and for equipment not otherwise included in the University’s current operating budget or restricted funds budget.

Plant funds are received through gifts, loans and from transfers from unrestricted current operating funds.  Quasi-endowment funds restricted for plant, or unrestricted quasi-endowment funds.

Entries for the transfer of fund balances from the unrestricted current fund or endowment and similar funds to the expended plant funds require proper authorization. 

Plant funds are disbursed in accordance with contractor payment schedules and/or upon receipt of property purchased.

New additions to investment in plant are determined at the end of the year and accounted for as indicated in the following sections:

a. Accumulating capital expenditures.

b. Updating equipment schedules.

c. Determining annual depreciation on equipment.

d. Updating manually maintained plant asset ledger.

e. Updating investment in plant in Oracle.

G. Endowment Fund

All monies or securities received for endowment and similar funds should be forwarded to the Comptroller’s office.  Valuation of the fund for securities received should be based on the market price on the day effective control over the securities has been transferred.

Assets of endowment and similar funds are pooled on a market value basis for investment purposes, except for certain assets of certain endowment and similar funds otherwise restricted as to the form of investment.

H. Retention of Records

Records pertaining to restricted fund transactions must be retained in accordance with reporting requirements as specified by the sponsoring agency, organization, or individual.

1. The REP office retains copies of all proposals, contracts, and award letters.

2. The GGCP section retains copies of all authorization letters, agreements, and financial reports.

3. Flows and Narratives

Click on the process to see the flow and narrative.

General Ledger

Account Maintenance Process (unavailable)
Consolidation Process
Create Accrual Journals Process
Create Mass Allocation Journals Process
Create Recurring Journals Process
Delete Unposted Journals Process
FSG Reports Creation Process
Generate Mass Allocations Journals Process
Generate Recurring Journals Process
Import Subledger Journals Process
Manual Journals Process
Open - Close Period Process
Post Journals Process
Reverse Posted Journals Process
Run Reports Process
Restricted Funds

Commit an Expenditure on a Fund
Define Fund Process
On-line Inquiry Process
Process Expenditure on a Fund
Record Grant Receivable and Receipt
Record Real Receivable Process
Run a FSG Report
Transfer to Revenue Process






