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Keck School of Medicine 
Internal Policy on Cost Sharing Procedures 

 
Introduction 
The Keck School of Medicine (KSOM) operates on the guiding principle that all activities should bear their full 
direct and indirect costs.  Full cost economics gives management a tool for reasoned evaluations of costs versus 
benefits so that resources can be allocated to their most productive use. 
There are cases, however, in which a subsidy of full costs can be justified.  Examples include investments in new 
and promising ventures or educational, research or clinical importance, or cost associated with the recruitment of 
new faculty. 
 
Definitions 
Cost sharing is defined in OMB Circular A-110 as “…that portion of project or program costs not borne by the 
Federal Government.”  Generally, for all projects whether federal or non-federal, these are costs contributed by 
the institution to support the performance of the project.  Costs used to satisfy cost sharing requirements are 
subject to the same rules as any other expense (i.e., they must be allowable, allocable, reasonable and 
consistently treated).  Most cost sharing is accomplished through the provision of effort, which is compensated by 
USC and not the project.  However, supplies, equipment, reduction of indirect costs and tuition remission can be 
included as well. 
This procedure sets out the classes of cost sharing that will be permitted at KSOM, the process for securing 
approval of cost sharing, and accounting procedures necessary to properly record and report these costs. 
 
Effective Date 
The effective date of this policy is September 1, 2007 
 
Conditions Necessary for Approval of Cost Sharing 
All request for KSOM cxost sharing must be approved in advance by the Dean’s Office.  For cost sharing on 
sponsored project, the approval is accomplished during the Dean’s Office review of the Proposal Approval Record 
(PAR). 
The Dean’s approval is dependent on an adequate written justification for the need to subsidize the activity.  
Examples of information to include: 

• Description of the importance of the activity to the school’s strategic goals and the rationale for not 
charging full costs. 

• Description of how the cost sharing is a necessary component in the previously approved overall plan for 
the academic or administrative unit. 

• Indication that the cost sharing will meet a recruitment package commitment.  (A copy of the offer of 
employment letter or similar suitable documentation must be provided.  It is imperative to identify any cost 
sharing commitments on sponsored projects transferred from a previous institution that are part of a 
recruitment. 

Except in rare cases, the Dean’s Office does not approve requests for funds to cover cost sharing commitment.  
Thus. The Dean’s approval is also dependent on the demonstrable availability of funds that will be provided by the 
academic or administrative unit to cover the cost sharing expense. 
Cost sharing that requests a waiver of partial or full indirect costs has a significant financial impact on the School.  
Any waiver of indirect costs represents a dollar-for-dollar loss of resources available to the school for program 
development and faculty recruitment.  For non-profit foundations and similar organizations a justification for 
waiver must include printed guidelines or the web-site address of program guidelines showing limitation on the 
support of indirect costs.  In agreements with for-profit organization (such as industry sponsored research 
agreements) any full or partial waiver of indirect costs is strongly discouraged and approval will requie a 
compelling justification. 
The final condition for cost sharing is an agreement by the unit to abide by the policies and procedures 
established by USC for recording and documenting cost sharing (See policy issued by the Senior Vice President 
for Administration dated May 1, 1997) http://policies.usc.edu/policies/costshare050197.pdf. 
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Types of Cost Sharing 
Cost sharing can be accomplished by USC support of either direct costs or indirect costs (also known in federally 
funded projects as Facilities & Administrative costs of “F&A”). 
 
Cost Sharing of Indirect Costs 
Indirect costs represent real costs incurred by USC for providing the infrastructure necessary for the conduct of 
sponsored programs.  These costs are calculated under guidance provided by OMB Circular A-21 and are 
reviewed and approved by the Division of Cost Allocation of the Department of Health and Human Services 
(DHHS).  USC receives from time to time a formal approval of an F&A rate from DHHS.  The approval is based, in 
part, on USC’s ability to account fully and completely for all the activities that benefit from this infrastructure. 
Once DHHS has negotiated and established an F&A rate for USC, Federal agencies respect this rate for most 
Federal awards.  Notable exceptions are training “T” grants and career development “K” grants.  Private 
foundations, charities and other, however, may have policies that preclude them from reimbursing the agreed 
upon federal rate.  Any award activity that pays less than the full federal F&A rate is, de facto, seeking cost 
sharing. 
The accounting and tracking of cost sharing involving indirect costs is handled by the Office of Financial Analysis. 
 
Cost Sharing of Direct Costs 
There are two types of cost sharing for direct costs: (1) Voluntary Committed Cost Sharing (VCC); and (2) 
Voluntary Uncommitted Cost Sharing (VUC).  The distinction is essential because the accounting treatment 
specified by DHHS for recording and documenting is different. 
Voluntary Committed Cost Sharing 
VCC is created whenever any portion of project costs are provided at USC’s expense rather than at the expense 
of the sponsor.  For example, if an investigator proposes to devote 35% effort to a project but only requests 25% 
salary support, the additional 10% effort that will be supported by USC is VCC. 
Another type of VCC commonly provided by KSOM is the support of graduate student tuition remission.  Budget 
justifications for grant proposals involving graduate students should include a statement such as “KSOM provides 
tuition support to graduate students in proportion to their effort on the project”.  The Office of Financial Analysis 
tracks cost sharing involving graduate student tuition remission. 
VCC may be required by the sponsor or written into the proposal by the investigator or the institution.  In either 
event, Federal regulations require the University to track and account for VCC.  VCC is normally identified during 
review at the time of proposal submittal.  However, there are times when cost sharing develops during the 
conduct of the awarded activity.  For example, if an investigator proposes to devote 35% effort to a project; 
receives 35% salary support from the sponsor and actually devotes 35% effort to the project; but only charges the 
project 10% effort; the additional 25% effort not charged to the sponsor but supported by USC is VCC.  This form 
of cost sharing differs from the “Classic” form of voluntary committed costs sharing—in which a university 
expressly commits in advance, in its grant proposal to cost share some portion of a faculty member’s salary. 
In the example above, the University has not committed to cost sharing in its proposal.  It has nevertheless 
provided cost sharing in the course of performing the grant by not charging for some of the effort expended.  
Although the term “voluntary committed cost sharing” suggests that the cost sharing itself must have been 
committed to in the University’s proposal, it seems clear from the Government’s definition of committed versus 
uncommitted cost sharing that what must be “committed” is not the cost sharing itself, but the effort. 
This type of VCC can be identified for Key Personnel during the preparation of the NIH form 2590 Personnel 
Report and should be noted in the text of the progress report.  The tracking requirements for VCC are met at USC 
through the use of a “companion account” (see below for details). 
Voluntary Uncommitted Cost Sharing 
VUC is cost sharing not initially promised in the proposal or otherwise indicated.  For example, if an investigator 
proposes to devote 25% effort to a project and 25% salary support is requested in the budget and charged to the 
project, but the investigator actually devotes 35% effort, the additional 10% effort that was not originally promised 
is VUC.  VUC of Key Personnel can be identified during the preparation of the NIH Form 2590 Personnel Report 
and should be noted in the text of the progress report.  VUC must be supported by unrestricted or appropriate gift 
sources and may not be attributed to another sponsored project. 
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KSOM Cost Sharing Procedure 
1. Cost sharing commitments must be identified on the Proposal Approval Record (PAR) and approved by the 

Division, Chief, Chair and Dean. 
2. In the PAR review, the Director of Research Administration will require the amount and nature of cost sharing 

to be verified and the account number and availability of funds for the cost sharing commitment to be 
identified. 

3. If and when the award is made, the Department of Contracts and Grants (DCG) will identify the project in its 
database as having a cost sharing commitment and will specify the type and amounts of cost sharing on the 
USC Notice of Award. 

4. If there is a reduction in the project budget requested, it is the investigator’s responsibility to negotiate a 
proportional reduction in the scope of the project as well as the cost sharing commitment.  The investigator 
should contact their DCG administrator for further assistance if necessary. 

5. DCG will notify the Comptroller’s Office to create a companion 12 account to the sponsored project account, 
which will be used to track the cost sharing commitment over the course of the projection.  (The notification 
between DCG and Comptroller is automated) 

6. Funds in unrestricted 12 accounts and funds in 22 and 23 gift account may be used for cost sharing 
commitments provided there are no donor restrictions on the gift accounts precluding their use for cost 
sharing.  Funds in the 70 or 80 series account (i.e. rebillable and CPSA accounts) may not be used to satisfy 
cost sharing commitments. 

7. The Director of Finance will cause a lien to be committed for the cost sharing on the identified account(s) 
providing the cost sharing funds. 

8. The academic or administrative unit must authorize the actual cost sharing expenses (such as payroll funding 
lines or equipment or supply expenses) on the companion 12 account. 

9. The Director of Research Administration will oversee and manage this process on behalf of the school. 
10. The Office of Financial Analysis on behalf of the University will also monitor KSOM’s compliance with these 

procedures and may make recommendations for revisions from time to time as a result. 
 
KSOM Post-Award Cost Sharing Procedure (i.e., cost sharing committed after award) 
1. The Director of Research Administration will review the PHS Form 2590 Key Personnel Report and compare 

them to the Account Status Reports and/or payroll distribution reports to determine if there is any post-award 
cost sharing commitment.  A copy of the results of the review will be provided to the PI and chair of the unit 
receiving the award for confirmation within 30 days after receiving the 2590 Personnel Report.  It is the 
responsibility of the investigator to promptly provide a justification for any discrepancy to the Director of 
Research Administration so that any necessary corrections can be performed. 

2. The additional post-award cost sharing must be funded by the unit receiving the award from unrestricted 12 
accounts or appropriate 22 or 23 accounts.  This additional cost sharing may not be satisfied by a 70 or 80 
series account. 

3. The Director of Finance will cause a lien to be committed for the pos-award cost sharing on the account(s) 
identified by the academic or administrative unit providing the cost sharing funds. 

4. The academic or administrative unit must authorize the cost sharing expense transfers to the companion 12 
account within 30 days of notification by the Director of Research Administration. 

5. The Director of Research Administration will keep an inventory of “Post-Award” VCC and provide these 
additional cost sharing amounts on a not less than annual basis to the Office of Financial Analysis. 

 
Exceptions to any of the procedures outlined above require approval of the Dean. 
For questions regarding this policy, please contact Janet Stoeckert, Director of Research Administration at (323) 
442-3568 or janet.stoeckert@usc.edu.  


