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Cost transfer transactions are valid if they are created for the following reasons:

1. There was an error on the original time reporting document that was submitted to pay the employee.
2. When closely related work is supported by more than one project agreement or funding source. When salaries and/or other activities are being supported by two or more federal awards, approval may be requested to charge costs to either project provided that:
a. The projects are scientifically and technically related and under the direction of the same PI.
b. There is no change in the scope of the individual projects.
c. Relating the projects will not be detrimental to the conduct of work approved under each award.
d. Relating the projects will not be used to circumvent the terms and conditions of  each award.
3. To transfer expense charged against an unrestricted fund source pending approval of a sponsored project.
4. Time was estimated for the last half of a month and the employee actually worked more or fewer hours on that particular FAD.
5. The ERS reconciliation process has revealed discrepancies that must be corrected by processing a Payroll Expenditure Transfer form.
6. To transfer accrued vacation hours when an employee changes fund sources.
7. To redistribute high volume, low cost expenditures.
All cost transfers must adhere to established University Policy and Procedures as well as applicable federal regulations. This section will briefly summarize those requirements.
When preparing a cost transfer, it is important to consider the criteria specified in Business & Finance Bulletin (BUS) A-47, "University Direct Costing Procedures." BUS A-47, Section V. B. indicates that requests for the adjustment of expenditures (cost transfers) shall meet certain tests when the adjustment is to transfer a cost involving a restricted fund provided by an external agency for a specific purpose. The policy section also includes the following criteria:
1. It must relate to individual expense items incurred by the unit requesting the adjustment.
2. It must reference the source document that initiated the original charge.
3. It must be the same amount (or appropriate portion) originally recorded in the general ledger.
4. The cost transfer must be fully explained.
5. The correct form must be used. For expense transfers use the Non-Payroll Expenditure Adjustment Request form. For salary expense use the Payroll Expenditure Transfer (U-Pay 646-4), Single Transfer (U-Pay 773-4) or Mass Transfer (U-Pay 774-4) or Vacation Leave Transfer (U-Pay 807-4) for vacation.
6. Cost transfers should be recorded within 120 days of the original charge.   If the transfer is made after the 120 day period, a full explanation of the events which caused the delay must be maintained in department records.
The following guidelines are also recommended:
· If the transfer will result in a new charge to a governmental fund or competitive project period, the transfer must be signed by a Principal Investigator, Department Chair or higher Academic official to certify that the charges are appropriate.
· Each form must be accurately and completely prepared. All fields must be completed.
· All transfers must be supported by adequate department records.
In addition, cost transfers must comply with applicable regulations when federal funds are involved. These cost transfers are subject to disallowance in cases involving regulatory non-compliance. Note in particular the following sections from OMB Circulars A-21 and A-110:

· A-110, Subpart D.71 (b) states: "Unless the Federal awarding agency authorizes an extension, a recipient shall liquidate all obligations

· A-21, C.1 - C.4 establishes basic cost considerations which include the concepts of allowability, allocability and reasonableness. Interpretive highlights for these concepts are included in the A-21 materials contained in the reference section of this manual.
· A-21, C.4.b, which is of particular importance, states: "Any costs allocable to a particular sponsored agreement under the standards provided in this Circular may not be shifted to other sponsored agreements in order to meet deficiencies caused by overruns or other fund considerations, to avoid restrictions imposed by law or by terms of the sponsored agreement, or for other reasons of convenience."
WAYS TO AVOID COST TRANSFERS
Educate Staff

1. Encourage staff to attend training sessions.
2. Encourage staff to enroll in the training courses currently offered through the campus Staff Development Program.
3. Ask central offices to develop programs for training topics that are not currently available.
Know Guidelines
Keep current with established University and governmental policies and procedures such as:
1. Business & Finance Bulletin A-47 (http://www.ucop.edu/ucophome/policies/acctman/).
2. OMB Circular A-110 (http://www.whitehouse.gov/omb/circulars/a110/a110.html).
3. OMB Circular A-21 (http://www.whitehouse.gov/omb/circulars/a021/a021.html).
4. UCLA Financial Policy (http://www.efm.ucla.edu/policy.htm).
Plan Ahead:
1. Anticipate awards and request FAUs in advance to avoid any delays once the award is received, and so that expenses are recorded against the correct FAU initially.

2. Complete a Request for Authorization to Spend (RAS) for pending awards. A RAS is an available option when it has been demonstrated that there is:
· a FIRM COMMITMENT by the funding agency to award the contract or grant;
· an ESSENTIAL NEED to advance or commit funds; and
· OTHER FUNDING AVAILABLE to cover the risk of a delayed start date or failure by the agency to make an award as anticipated.
University RAS procedures are contained in UCLA Policy 920 (http://www.adminvc.ucla.edu/appm/_entry_900.html)

3. Requesting extensions from the agency when work is not completed and the available funds are needed to complete the remaining work.

Strengthen Financial Management Control Procedures

1. Enhance departmental review procedures to ensure that transaction source
documents are properly authorized, completed and supported by adequate
documentation. This should reduce processing errors and ensure that transactions are processed correctly the first time. Often, two sets of eyes are better than one.
2. Reconcile & review ledgers promptly to ensure that charges shown on the University financial records are accurate, complete and applicable to the account/fund. Additional guidance on the reconciliation process is contained in UCLA Policy 360, Internal Control Guidelines for Campus Departments (http://www.adminvc.ucla.edu/appm/_entry_300.html)
3. Monitor and compare approved agency budgets to actual ledger charges, plus any pending and projected expenses.
UNIVERSITY & REGULATORY GUIDELINES
It is especially important to know the guidelines established by:
· OMB Circular A-21, Section C.4.b.
· OMB Circular A-110, Subpart D.71(b)

· Business & Finance Bulletin A-47
· UCLA Financial Policy
Federal Regulations

When considering cost transfers, two important federal regulations to be aware of are contained in OMB Circular A-21, which establishes the principles for determining costs applicable to federal awards, and Circular A​110, which establishes requirements for the financial administration of federal awards.
OMB Circular A-21, Section C.4.b. states, "Any costs allocable to a particular sponsored agreement under the standards provided in this Circular may not be shifted to other sponsored agreements in order to meet deficiencies caused by overruns or other fund considerations, to avoid restrictions imposed by law or by terms of the sponsored agreement, or for other reasons of convenience."
Auditors are especially skeptical of cost transfers between funds in overdraft and those with unexpended balances. If these conditions exist, it is essential to provide sufficient explanations and support documents that will counter assumptions that transfers may be for reasons of convenience.
OMB Circular A-110, Subpart D.71(b), reads: "Unless the Federal awarding agency authorizes an extension, a recipient shall liquidate all obligations incurred under the award not later than 90 calendar days after the funding period or the date of completion as specified in the terms and conditions of the award or in agency implementing instructions."
The timely recording of transactions is addressed by this regulation. It requires that any outstanding adjustments or pending charges must be recorded in the general ledger no later than 90 days after the award's end date. Transactions not recorded within this time frame are subject to increased scrutiny and possible disallowance.

Business & Finance Bulletin (BUS) A-47, University Direct Costing Procedures
This UC policy establishes guidelines for cost transfers and related documentation requirements to substantiate these types of adjustments. Particular sections are described as follows.
BUS A-47, Section V.A. establishes that cost transfer reasons are valid when:

1. Cost transfers are to correct bookkeeping or clerical errors made on the original direct charge. For example, when:

· an incorrect fund number was recorded when numbers are transposed,
· when instructions were misunderstood, and
· when a similar fund title was used in error.
UNIVERSITY & REGULATORY GUIDELINES (cont'd)
2. Cost transfers are to transfer high volume/low cost expenses which are originally charged to departmental funds, but a portion of which directly benefited a research project. These typically include charges for telephone, photocopying, fax charges, and other similar type of expenses.
3. Cost transfers are to change decisions made originally as to the use of goods or services. For example, a case of beakers originally ordered for and charged to a teaching program may be subsequently transferred to a sponsored research project. In requesting these types of cost transfers, a unit administrator is certifying that:
· the original direct charge was an allowable expenditure to the account/fund,

· the original charge is now being voided, and

· the second account/fund is now the correct one to charge because the actual
usage directly & clearly benefited the second account/fund.
BUS A-47, Section V.B. establishes the requirements for documenting and justifying cost transfers. This section states that “A request for adjustment of expenditures shall meet the following tests when the adjustment is to transfer a cost to a restricted fund provided by an external agency for a specific purpose." These tests require that cost transfer requests should:

1. Relate to specific expenditure items incurred by the requesting unit.
2. Contain reference to the actual transaction source document that initiated the original
direct charge.
3. Match the same expense amount originally recorded (or fraction thereof) in the general
ledger.
4. Be explained, justified and approved by administrators that are knowledgeable about
the original charge. An explanation that merely states that the adjustment is to:
"correct an error," "to transfer to a correct project," or "expenditure was inadvertently
charged to the incorrect account/fund," is not sufficient.
To satisfy the requirement, there needs to be an explanation of the underlying reasons for the transfer, specifically, "Why the original fund was charged?" and " How was it determined that the new fund should be charged?"

Asked another way, "How did the goods or services directly benefit the new account/fund being charged and how does this contribute to achieving the awards objectives?"

5. Contain the certification and approval signatures of the PI, department head, or other
academic official when federal funds are involved.
UNIVERSITY & REGULATORY GUIDELINES (cont'd)
6. Be recorded in the University ledgers within the 120 days of the original charge. If unavoidable circumstances cause the adjustment to be processed after 120 days, policy requires a full explanation and documentation of the events leading to the late transfer as well as what procedures have been implemented to ensure the timely processing of transfers.
7. Be recorded by using the appropriate and fully completed University on-line form.
RED FLAGS


It is important to keep complete and accurate records in order to correctly charge different fund sources and substantiate those charges in case of an audit. There are a number of "red flags" or warning signs that may indicate that an audit of transactions should be performed. EFM has put together the following list of red flags to assist departments in avoiding audit problems:

1. Transactions processed more than 90 days after the original charge was incurred or
appeared on the ledger.
2. An expense transfer processed without a detailed explanation.  For example, "transfer to correct fund," "fund incorrectly charged," and "department oversight" are examples of explanations that are not adequate and would be questioned in an audit.  It is important to be as clear and detailed as possible and to answer these four questions: (1) Why is the expense transfer being prepared?, (2) Why was the original account/fund charged?, (3) How was it determined that the new fund should be charged?, and (4) What was the reason for the delay?
3. Charges transferred from general funds to sponsored projects. Remember to try to anticipate the need for new FAUs in advance and process a RAS if at all possible.
4. The amount transferred to a new FAU exceeded the original charge. This cannot happen if you use the Single transfer or the Mass transfer because the system will reject any transfer processed on these two forms when the transferred gross exceeds the original gross.
5. After the effort report is certified, an expense transfer or another adjustment is processed that would create a variance.  Adjustments should be processed as part of the effort reporting reconciliation process, and once the effort report is certified, no further adjustments should be processed.
It may not always be possible to avoid an audit, but if adequate records are maintained, audit disallowances will be minimized. An audit is not necessarily something that you should be afraid of if you have followed the regulations and have charged each fund source for costs that are allowable and reasonable on the particular project.  Each of us is responsible for making sure that costs are not disallowed and that we are meeting our obligations so that we can continue to receive awards from extramural funding sources.
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