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By the end of 
this 
presentation, 
you should…

1. Understand why compliance matters,
2. Understand how Internal Audit can help organizations 

prepare for external Audit and what can be learned from 
external resources, and

3. Be familiar with the supporting documentation required to 
support costs charged to federal awards
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Why Does Federal 
Research Compliance 
Matter?
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Characteristics of 
Federal Grants

 For all federal grants: There are requirements 
that attach (1) to the grant recipient, and (2) to 
the funds received from the Government.  
• Recipient requirements: Grant performance 

and administration; compliance with 
procurement standards, and standards for 
financial management systems

• Funding requirements: Award budget; 
compliance with allowable/unallowable cost 
principles, by all parts of the organization 
that are or may become in involved in grant 
performance; single audit

 Grantees must comply fully with both types of 
requirements.
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Grant audits can be 
performed by:

 Sponsoring Agency Program 
Staff

 Sponsoring Agency Office of 
Inspector General (OIG)

 External Auditors (Single 
Audit)

 Department of Justice or 
other elements of law 
enforcement

Federal Oversight

 Organizations that receive federal grant funds are subject to a variety of 
external oversight from sponsoring agencies and independent auditing firms. 

 The results of such audits are published for public review and can provide 
valuable knowledge and insight into the common findings, concerns, and 
challenges for federal funding recipients. 

 Audit findings can also result in the Federal awarding agency doing the 
following:

o Temporarily withhold cash payments
o Disallow all or part of the cost of the activity or action not 

in compliance
o Suspend or terminate the Federal award
o Initiate suspension or debarment proceedings
o Withhold further Federal awards for the project or program
o Take other remedies that may be legally available
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 The False Claims Act (FCA or 31 U.S.C. § 3729) imposes liability on 
anyone who “knowingly” submits false claims for payment or false 
records to conceal, avoid, or decrease an obligation in an attempt 
to defraud the government 

 Previously, an individual found guilty of making a false claim was 
liable to pay no less than $5,000, but no more than $10,000 per 
false claim, in addition to 3 times the amount of damages. Where 
a person who has violated the FCA reports the violation to the 
government under certain conditions, the FCA provides that the 
person shall be liable for not less than double damages

 As of December 13, 2021, the penalty range for false claims has 
been increased to between $11,803 and $23,607 to adjust for 
inflation

The False Claims Act
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Do you plan to perform a research 
audit this year?

BDO OIG AND SINGLE AUDIT TRENDS WEBINAR

Yes

No
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What Can We Learn 
from OIG and Other 
Audits?
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What Can We Learn from External Resources?

 There is lots to be learned from sponsoring agency audits and 
websites. As an auditor, you should become familiar with:

• OIG Annual Audit Plans,
• Audit reports and results, and
• Semiannual Reports.

 You should also stay informed of regulatory changes and review the 
annual OMB Compliance Supplement.

 You can find a wealth of information at the following locations:

• USASpending.gov
• Oversight.gov
• PandemicOversight.gov 
• Agency OIG websites
• OMB Office of Federal Financial Management 
• Federal Audit Clearinghouse 
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Common OIG Audit Observations

 In a recent study of cost allowability audits by the 
NSF OIG, the main drivers of questioned costs 
were:
• Expressly unallowable or unsupported costs; 
• Incorrect cost share; 
• Inappropriate indirect costs; 
• Inappropriately allocated expenses; 
• Salary and subaward costs; and 
• Purchases made near or after the award 

expiration.
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Determining Cost Allowability 

Per the Uniform Guidance, all costs charged to 
federal grants must be:

1. Allowable
2. Allocable
3. Reasonable

Therefore, when performing a financial or cost 
allowability audit of federal grant activities, this is 
the criteria that must used. But, how does one 
determine allowability, allocability, and 
reasonableness, you ask?

The answer is: DOCUMENTATION. 
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2 CFR 200.337: Access to Records

The Federal awarding agency, Inspectors 
General, the Comptroller General of the 
United States, and the pass-through 
entity must have the right of access to:
 Any documents, papers, or other records 

pertinent to the Federal award, 
 The non-Federal entity's personnel for 

the purpose of interview and discussion 
related to such documents.

The rights of access in this section are not 
limited to the required retention period but 
last as long as the records are retained. 
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300.334: Retention Requirements for 
Records

 Financial records, supporting documents, 
statistical records, and all other non-Federal 
entity records pertinent to a Federal award 
must be retained for a period of three years 
from the date of submission of the final 
expenditure report.

 No other record retention requirements may be 
imposed upon non-Federal entities. 

 Exceptions to this requirement include if any 
litigation, claim, or audit is started before the 
expiration of the 3-year period.
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What types of research audits have 
you performed in the past?

BDO OIG AND SINGLE AUDIT TRENDS WEBINAR

Research administration

Grant compliance

Clinical trials

Subrecipient monitoring

None of the above
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Documenting 
Procurement Activity
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200.320: Methods of Procurement 

Purchase Amount Purchase Mechanism

<$10,000 Micro-purchases

Between $10,000 and $250,000 Small purchases

More than $250,000 Formal Competition 
(Sealed bids or Competitive 

proposals)
N/A Sole source
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 Aggregate dollar amount of supplies or services 
does not exceed $10,000

 Must distribute micro-purchases evenly among 
qualified supplies

 May be awarded without soliciting competitive 
quotes if the price is reasonable

 Noncompetitive contracts to consultants that are 
on retainer contracts

 Procedures are simple and informal for supplies 
and services (or other property) that do not 
exceed the Simplified Acquisition Threshold 
($250,000)

 If small purchase procedures are used, price or 
rate quotes must be obtained from an adequate 
number of qualified sources

200.320: Methods of Procurement 

Micro Purchases Small Purchase Procedures 
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What Makes an Effective Procurement File?

Procurement files should include:
• Request for Quotation (Market Research  Full and Open 

Competition)
• Cost / Price Analysis
• Negotiation Memorandum
• Suspension / Debarment check and certification from subrecipient
• Conflict of Interest evaluation
• Signature authority & reviews for procurements
• Maintaining up to date list of flow-downs to protect organizations 

audit rights
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Questions to Ask When 
Reviewing Procurement Activity

UNIFORM GUIDANCE COST PRINCIPLES

• Procurement files should tell the entire story.
• An effective and complete procurement file should 

answer the following questions:
• What procurement method was used?
• Why was the vendor or contractor selected?
• What was the good or service needed for?
• How is it allocable to the award?
• Was the good or service included in the grant budget?

• If not, was prior approval received?
• Was the invoice actually paid? Provide evidence.
• Were the goods and services received?
• Were all required approvals received?
• Were organizational internal controls adhered to?
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Documenting 
Travel Costs

Travel expenses and conference costs are often heavily scrutinized in 
the event of an audit. Therefore, it is important to appropriately 
document the costs incurred to prevent additional questions and/or 
questioned costs. Specific document expectations include:

UNIFORM GUIDANCE COST PRINCIPLES

• Airfare
• Flight details
• Reason(s) for any 

upgrades
• Evidence of paid 

invoice
• Meals

• Attendees
• Itemized receipt

• Mileage
• Map of the route taken 

to support the miles
• Rate of reimbursement

• Lodging
• Duration of stay 

compared to travel 
purpose/meetings

• Cost analysis/ 
reasonableness
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Documentation of 
Sponsor 
Communication(s)
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Award Documentation

• All funding opportunity announcements (FOA), 
proposals, grant agreements, budget justifications, 
and modifications should be maintained by grantees, 
is possible
• On a day-to-day basis, and in the event of an audit, 

these are key to determining cost allowability 
• Any and all communications with the sponsoring 

agency should also be maintained with the grant files. 
• Such communications might be related to:

• Budget revisions
• Prior approvals for specific items of cost
• Changes in scope
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Recipients must request prior approvals for the following:

 Change in the scope or the objective of the project or program (even if there is no 
associated budget revision requiring prior written approval).

 Change in a key person specified in the application or the Federal award.
 A 25 percent reduction in time devoted to the project, by the approved project director or principal 

investigator.
 The transfer of funds budgeted for participant support costs to other categories of expense.
 The transferring or contracting out of any work under a Federal award, including fixed 

amount subawards as described in § 200.333. 
 Changes in the approved cost-sharing or matching provided by the non-Federal entity.
 The need arises for additional Federal funds to complete the project.

200.308: Revision of Budget and Program Plans

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b27b7e9cb23e3edbdb1185ae4cb4202c&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=081a194046528468942c369470c2966a&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b27b7e9cb23e3edbdb1185ae4cb4202c&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=4a831c0e0aebf1a64324677f8556a34b&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=081a194046528468942c369470c2966a&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=cd3b6bbdd85489e2f50207d7536faf9a&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
https://www.law.cornell.edu/cfr/text/2/200.333
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=de00dfd10f09071c905d0928428a197d&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:D:200.308
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Effectively Documenting Budget 
Revisions
• A budget revision should be supported by the 

following documentation:
• The original budget
• Justification for the changes made
• Any supporting documentation detailing the 

need for change (e.g., quotes or estimates, 
revised project timelines, etc.)

• The updated budget 
• Any formal approvals received from the 

awarding agency
• Correspondence relate to the budget revisions

• It is important to maintain version control and 
consistent naming conventions for budget updates, 
to make it clear what the most up to date, 
approved budget is. 
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If you’ve been involved in research audits in the past, what are some 
findings you’ve identified? Select all that apply. 

BDO OIG AND SINGLE AUDIT TRENDS WEBINAR

Lack of supporting documentation

Expressly unallowable costs

Costs incurred outside of the period of 
performance 

N/A or none of the above
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Documenting Cost 
Transfers
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 A cost transfer is an after-the-fact reallocation of a cost associated with a transaction to/from a contract or 
grant account. 

 Although costs should always be charged to the correct project, cost transfers are sometimes necessary.
 Cost transfers should be prepared and submitted as soon as the need for the transfer is identified, but 

under most circumstances, no later than 90 days from the original transaction date.
• A transfer after more than 90 days is generally considered a late cost transfer.

 We often recommend that organizations develop a cost transfer policy to govern the movement of costs to 
and from grants and to ensure the appropriate level of internal controls to support appropriate changes. 

Cost Transfers



31

Effectively Documenting Cost Transfers

 Similar to the documentation requirements for procurements, cost 
transfers should be supported by documentation that explains:
• That the expense directly benefits the receiving project.
• That the expense is allowable on the receiving project.
• The reason the original expense was charged incorrectly.
• That any systematic reasons which might cause this problem to be 

repeated have been addressed.
• The reason for any delay in the timely processing of the transfer.
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Documenting Time & 
Effort
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 Compensation for personal services includes all remuneration, paid currently or 
accrued, for services of employees rendered during the period of performance 
under the Federal award, including but not necessarily limited to wages and 
salaries. 

 Costs of compensation are allowable to the extent that they satisfy the specific 
requirements of this part, and that the total compensation for individual 
employees: 
• Is reasonable for the services rendered and conforms to the established written 

policy of the non-Federal entity consistently applied to both Federal and non-
Federal activities

• Follows an appointment made in accordance with a non-Federal entity's laws 
and/or rules or written policies and meets the requirements of Federal statute, 
where applicable

• Is determined and supported as provided in paragraph (i) of this section, when 
applicable

200.430: Compensation - Personal Services 

https://www.ecfr.gov/current/title-2/section-200.430#p-200.430(i)
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Fringe benefits are 
allowances and services 

provided by employers to 
their employees as 

compensation in addition to 
regular salaries and wages. 

Fringe benefits include, but 
are not limited to, the costs 
of leave (vacation, family-
related, sick or military), 

employee insurance, 
pensions, and unemployment 

benefit plans. 

2 CFR 200.431: Compensation - Fringe Benefits

UNIFORM GUIDANCE COST PRINCIPLES

Except as provided elsewhere 
in these principles, the costs 

of fringe benefits are 
allowable provided that the 
benefits are reasonable and 
are required by law, non-
Federal entity-employee 

agreement, or an established 
policy of the non-Federal 

entity.
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Why Are Compensation Costs So Important?

The largest budget item by far is 
salaries and wages

Failure to maintain accurate time and effort 
reporting may result in overcharges to 

funding sources and, in certain circumstances, 
could subject an institution to civil or 

criminal fraud investigations.

HHS OIG Draft Compliance Guidance, 
Nov. 28, 2005



36

Documenting Compensation Costs

 Staff time on federally supported 
activities must be clearly documented to 
demonstrate your right to 
reimbursement from federal funds.

 Documentation should be created 
CONTEMPORARNEOUSLY and confirmed 
(or certified) AFTER YOU DO THE 
WORK.

 The U.S. Government wants assurances 
that it is not funding other activities of 
your organization.
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Have you learned something new 
today?

BDO OIG AND SINGLE AUDIT TRENDS WEBINAR

Yes

Yes!
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What’s Wong with the 
Supporting 
Documentation?
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Hotel Receipt
To the right is the 
supporting 
documentation 
provided for a hotel 
stay. Why (if at all) is 
this insufficient? 
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Supplies Purchased

To the right is the supporting documentation 
provided an Amazon purchase of supplies. Why 
(if at all) is this support insufficient? 
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Supplies Purchased

To the right is the supporting documentation 
provided for the purchase of supplies. Why (if at 
all) is this support insufficient? 
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Meals

To the right is the itemized receipt for a meal 
purchased while on work-related travel to/from a 
conference. The conference took place between 
12/10/18 and 12/13/18. 

What (if anything) stands out when reviewing this 
receipt?
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Airfare

To the right is the documentation provide to 
support the cost of airfare for a conference. The 
airfare purchased is highlighted in red. 

What (if at all) is this documentation 
insufficient?



44

Q&A

UNIFORM GUIDANCE COST PRINCIPLES
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Your Presenters 

David Clark, 
Managing Director
dclark@bdo.com

Jackie Bernal, 
Manager

jbernal@bdo.com

mailto:dclark@bdo.com
mailto:jbernal@bdo.com


46 See the ACUA website for more details: www.ACUA.org

Upcoming ACUA Webinars

Month Date & Time Presenter Topic

January 1/25/24
1:00pm EST

Deloitte Research/NSPM-33

February 2/22/24
1:00pm EST

Diligent Fraud Affecting Universities 
in a Post-Covid/Hybrid 
World

http://www.acua.org/


New Kick Starter Available!

Sports Camps
 
Download today in the members-only Audit Tools
section of  www.ACUA.org

http://www.acua.org/


Next Kick Starter Release is December 15th!

Travel Expense Review

Will be available in the members-only Audit Tools
section of  www.ACUA.org

http://www.acua.org/


Will be available in the members-only Audit Tools
section of  www.ACUA.org

http://www.acua.org/


Stay Updated

• The College and University Auditor is 
ACUA's official journal. Current and past 
issues are posted on the ACUA  website. 

• News relevant to Higher Ed internal  audit 
is posted on the front page.  Articles are 
also archived for your reference under the  
Resources/ACUA News.

Get Educated

• Take advantage of the several FREE 
webinars held throughout the year.

• Attend one of ACUA conferences:
Audit Interactive

AuditCon
(Stay tuned)

• Contact ACUA Faculty for training 

needs.

Get Involved

• The latest Volunteer openings are posted on 
the front page of the website.

• Visit the listing of Committee Chairs to learn 
about the various areas where you might 
participate.

• Nominate one of your colleagues for an 
ACUA annual award.

• Submit a conference proposal.
• Present a webinar.
• Become a Mentor 
• Write an article for the C&U Auditor.
• Write a Kick Starter.

   

Connect with Colleagues

• Subscribe to one or more Forums on the 
Connect ACUA to obtain feedback and 
share your insights on topics of concern 
to higher education internal auditors.

• Search the Membership Directory to  
connect with your peers.

• Share, Like, Tweet & Connect on social 
media.

Solve Problems
• Discounts and special offers from ACUA's 

Strategic Partners
• Kick Starters
• Risk Dictionary
• Mentorship Program
• NCAA Guides
• Resource Library
• Internal Audit Awareness Tools
• Governmental Affairs Updates
• Survey Results
• Career Center......and much more.
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