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Audit Hot Topics and Red Flags

Kim Melville-Smith
RAM Symposium, October 13, 2022

Kim Melville-Smith
Assistant Director, Post Award

OSP

Top Audit Concerns

1

2

3



10/11/2022

2

Most Common Audit Findings

• Unallowable Expenses
• Inappropriately applied indirect costs
• Inadequately supported expenses
• Non-compliance with own policies & procedures

Easy Items for Auditors

• Effort
– Late certifications
– Effort reduced by more than 

25% without sponsor 
notification

• Excessive cost transfers

• Costs incurred near end of project

• “Cookie cutter” justifications

• Prior approvals obtained

• Insufficient documentation

• Participant Support Costs

• Unreasonable allocation method or 
not following allocation method

• Travel

Impacts of Audit Findings

• Corrective Action Plan

• Follow-up Testing

• Increased Scrutiny

• Disclosure to sponsors

• Reimbursement of costs

• Fines

• Legal action

• Impact on CSU reputation

• Impact on future funding
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NSF Audit Reports

Questioned Costs – Report 22‐1‐013

Questioned Costs –
Report 22‐1‐001
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Questioned Costs – Report 22‐1‐002

Questioned Costs –
Report 22‐1‐012

Summary
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Expense 
Allocation
• Cost charged to the correct 

award(s) when the expense 
is initially incurred.

• Cost is necessary for award 
performance.

• Costs allocated 
appropriately.

• Costs incurred timely during 
period of performance.

• Roles/Responsibilities
– PI

• Provide details to support staff on how the expense 
benefits the award.  If benefiting more than one 
award, how should the expenses be allocated.

– Fiscal Officer
• Provide sufficient back up to support allocation of 

expense to award.
• Ensure that allocated expenses match method of 

allocation used.
– Sponsored Programs

• Monitor that expenses are allocable to the award.
• Ensure cost transfers have appropriate information 

to support the re-allocation.

Expense Support

• Itemized receipts

• Justification on how the 
expense benefited/supported 
the project.

• Expense was incurred during 
the period of performance.

• Roles/Responsibilities
– PI

• Provide description of how the expense benefits 
the project.

• Provide itemize receipts to support staff.
– Fiscal Officer

• Ensure justification is attached to expense 
record.

• Ensure itemized receipts are attached to expense 
record.

– Sponsored Programs
• Monitor that expenses have appropriate support.

Prior Approval

• Change in key personnel

• Reduction in PI effort of 
more than 25% budgeted or 
disengagement for more 
than 3 months.

• Reallocation/rebudget of 
participant support funds

• Adding a new sub award

• Change in the scope of work

• Roles/Responsibilities
– PI

• Notify OSP as soon as possible about pending 
changes.

– Fiscal Officer
• Notify OSP as soon as possible about pending 

changes.
– Sponsored Programs

• Submit request to funding agency.
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Participant 
Support
• Only for participants

• Stipends only, no 
salary/fringe

• No employee expenses 
allowed

• Exempt from indirect

• Prior approval required to 
rebudget

• Roles/Responsibilities
– PI

• Understand terms and conditions.
• Work with Sponsored Programs to request prior 

approval if things need to change.
• Notify fiscal officer immediately if plans change.

– Fiscal Officer
• Understand terms and conditions.
• Ensure only participant costs are on the account.
• Correct errors immediately upon discovery.

– Sponsored Programs
• Set up separate account with 0% indirect.
• Monitor object codes to make sure costs are allowed.

Resources

• FDP Prior Approval Matrix - https://www.nsf.gov/bfa/dias/policy/fedrtc/appendix_a.pdf

• Cost Transfer Guidance - https://www.research.colostate.edu/osp/wp-content/uploads/sites/21/2022/04/Cost-
Transfers-Guidance_09Mar2022.pdf

Next Session options: 2:15-3:15 PM MT

• Dive into Effort on Sponsored 
Projects

• Participant Support or Incentive 
Payments? 

• NIH - Belaying the Basics and 
Beyond

Please remember to do the 1-Minute 
Feedback survey in your email!

Thank you for Attending!
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