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Introduction

Funding derived from sources outside the University is an essential component of the financial stability of the institution.  Funding comes in the form of gifts, grants, and contracts.  Because the University has a responsibility to manage all funds in accordance with relevant federal, state, and local regulations, it is essential that appropriate accounting practices accurately reflect the type of extramural funding.  It is also important to accurately classify funding sources at the University because the Division of Advancement manages gifts and the Office of Sponsored Programs of the Academic Division manages grants and contracts. 

In most cases, external funds can be classified with relative ease.  However in some cases, the distinction is less clear, requiring more extensive evaluation of the characteristics of the funding agreement to make a determination.  

Accordingly, these guidelines have been established to clarify the University’s position regarding  classification of the types of funds it receives from external sources. (Reference:  NACUBO, 1999)

Definitions

Gifts:

Gifts are an irrevocable or non-irrevocable award, (money, equipment or other property), provided by the donor without contractual requirements that result in material benefits to the donor, such as the purchase of services, goods or other exclusive information not shared with others.

In general, funds will be classified as gifts when the following characteristics exist:

· The University solicits resources as a contribution.

· The resource provider affirms that it is making a donation to support the University’s program.

· The resource provider determines the amount of the payment.

· The donor may or may not impose contractual requirements.

· The University is not penalized for nonperformance.  Any unspent funds unrestricted resources may be retained.  Restricted resources are retained for disbursement in future fiscal periods.

Grants:

An award of financial assistance to allow for the performance of certain work envisioned by the University or principal investigator.  Indirect costs are assessed in accordance with University policy unless funding agency policies impose a restriction.

In general, funds will be classified as grants when the following characteristics exits:

· Direct benefit to donor.

· There is a provision for audits by or on behalf of the grantor.

· The grantor is entitled to receive some consideration such as detailed technical report of research results and/or a report of expenditures.

· Testing or evaluating of proprietary products is involved.

· The University is penalized for nonperformance.

· The project is directed to satisfy specific grantor requirements (e.g., terms and conditions stating a precise scope of work to be done rather than a general area of research).

· A specified period of performance is prescribed or termination is at the discretion of the grantor.

· Funds unexpended at the end of the period shall be returned to the grantor.

· Patent rights requested by the grantor.

· Payment is for the normal cost of the goods or services.

Determination of Classification

In most situations, a project will have characteristics that enable a determination with relative ease.  However, when a determination is not easily made, a judgment must be made to classify the gift/grant in accordance with the intent of these guidelines and University policy.  The decision of whether an award should be considered a gift cannot be made based upon the presence or absence of a single characteristic or criterion.  When the Office of Sponsored Programs reviews the award, the overall preponderance of qualifications will be considered in the determination of gift or grant.

The Vice President of Finance will determine final classification of projects, in collaboration with the Vice President of Development and the Dean of Research and Graduate Studies.

