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Definition of Research

Research and experimental development comprises:

· Original investigation undertaken in order to gain and exchange knowledge and understanding.

· Creative work undertaken on a systematic basis in order to increase the stock of knowledge, including knowledge of humanity, culture and society, and the use of this stock of knowledge to devise new applications, rather than the application of existing knowledge.

· Any activity classified as research and experimental development is characterized by originality; it should have investigation as a primary objective and should have the potential to produce results that are sufficiently general for humanity’s stock of knowledge (theoretical and/or practical) to be recognizably increased.

Research includes pure basic research, strategic basic research, applied research and knowledge exchange.   

COFO definitions of operating and research funds

· Unrestricted expendable operating funds – This fund accounts for the costs of instruction and research (other than sponsored or contract research)…

· Restricted expendable sponsored research funds – This information accounts for all research activities and contract research funded from restricted sources such as government, private industry and donors.

Determining factors

In accordance with the definitions of funds in the consolidated financial statements, the classification of accounts as research or operating is based on the terms of funding rather than the type of expenses incurred.  The following factors, which may be present in differing degrees, should be considered when determining if funding is research or operating

	Research
	Operating

	Sponsor’s intent is to contribute to creation of knowledge
	Sponsor is paying for costs of service or administration

	Sponsor imposes restrictions on spending, e.g. 

· Allowable expenditures

· Financial reporting

· Term

· Disposition of remaining balance
	Sponsor does not restrict the use of funds

	Activities are aimed at creation and/or dissemination of new knowledge
	Activities consist of standardized testing and reporting using established methods


Activities meeting the definition of research

Restricted expendable sponsored research funds

(May be from either external or internal sources.)

· Payments including gifts for specific research programs or projects

· Expertise-driven contracts with agreement

· Start-up funds to set up research practice

· Research fellowships/studentships

Research activities

· Provision of professional, technical, administrative or clerical support and/or assistance to staff directly engaged in research and experimental development.

· Management of staff who are either directly engaged in research and experimental development or are providing professional, technical or clerical support or assistance to those staff.

· Activities and supervision of students undertaking postgraduate research courses.

· Creation, development and maintenance of the intellectual infrastructure of subjects and disciplines, in forms such as dictionaries, scholarly editions, catalogues and contributions to major research databases.

· Invention and generation of ideas, images, performances and artifacts including design, where these lead to new or substantially improving insights.

· Use of existing knowledge in experimental development to produce new or substantially improved materials, devices, products and processes, including design and construction.

· Development of postgraduate research courses.

· Research and experimental development into applications software, new programming languages and new operating systems.

Activities that do not meet the definition of research

Unrestricted expendable operating funds

· Provision of services by a facility (e.g. electron microscopy, DNA testing, to be reported in specifically funded Ledger 2 accounts)

· Payment for scientific and technical information services

· General purpose or routine data collection or testing with no new knowledge creation

· Royalties

· Donations to rounds

Operating activities

· Preparation for teaching

· Feasibility studies (except into research and experimental development projects)

· Routine computer programming, systems work or software maintenance

· Commercial, legal and administrative aspects of patenting, copyright or licensing activities

· Sale of products – biochem, books, working papers – even if profits go to research

· Fundraising

Expenditure and reporting guidelines

Restricted expendable sponsored research funds can be spent only on research expenses, including but not limited to the activities detailed above.  

Unrestricted operating funding can be spent on either operating or research expenses.  Operating funds may be transferred to a grantee in the research ledger for internally sponsored research.

· Externally Sponsored Research – Research and research-related activities externally funded from and externally restricted by such sources as government, donors, private sector and other not-for-profit organizations.

· Internally Sponsored Research (Internally Restricted) - Research and research-related activities funded with McMaster’s general operating funds and internally restricted as such.

· Internally Sponsored Research (Externally Restricted) -Research and research-related activities funded from McMaster’s general operating funds and internally and externally restricted as such.  (Funds required to match external funding)

	Research Account Type
	Balance Sheet Presentation
	Operating Statement Presentation
	Fund Code
	Grant Type Code

	Externally sponsored research
	Deferred contributions
	Research
	01 to 12 excluding 05
	50 to 67

	Internally funded research (internally restricted)
	Reserves
	Operating
	05
	49

	Internally funded research (externally restricted)
	Reserves
	Operating
	05
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