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This memo transmits Cotton & Company's report for the audit of direct costs totaling $72.6 
million charged by New York University (NYU) to its sponsored agreements with NSF during 
the period July 1, 2009 through June 30, 2012. The objectives of the audit were to identify and 
report on instances of unallowable, unallocable, and unreasonable costs, as well as instances of 
noncompliance with regulations, federal financial assistance requirements, and the provisions of 
the NSF award agreements as they relate to the transactions tested. 

The auditors determined that costs that NYU charged to its NSF sponsored agreements did not 
always comply with applicable Federal requirements. Specifically, the auditors determined that 
claimed costs totaling $75,494 were questioned for indirect charges ), foreign travel 

 equipment  and conference fees ) that were determined as 
unallowable costs. NYU incorrectly charged indirect costs, unallocable costs, umeasonable costs, 
and unallowable costs to NSF awards. 

The auditors recommended that NSF address and resolve the findings by requiring NYU to 
refund the questioned costs of $75,494 and strengthen administrative and management processes 
and controls. NYU did not agree with all of the recommendations, however, they did agree that 
some of the questioned costs were unallowable. NYU's response, described in the report, is 
included in its entirety in Appendix B. 

Appendix A contains a summary of the unallowable items that were questioned. Additional 
information concerning the questioned items was provided separately by the OIG to the Division 
of Institution and Award Support, Cost Analysis and Audit Resolution Branch. Please 

· coordinate with our office during the six month resolution period, as specified by OMB Circular 



A-50, to develop a mutually agreeable resolution of the audit findings. Also, the findings should 
not be closed until NSF determines that all recommendations have been adequately addressed 
and the proposed corrective actions have been satisfactorily implemented. 

OIG Oversight of Audit 

To fulfill our responsibilities under generally accepted government auditing standards, the Office of 
Inspector General: 

• Reviewed Cotton & Company's approach and planning of the audit; 
• Evaluated the qualifications and independence of the auditors; 
• Monitored the progress of the audit at key points; 
• Coordinated periodic meetings with Cotton & Company and NSF officials, as necessary, to 

discuss audit progress, findings, and recommendations; 
• Reviewed the audit report, prepared by Cotton & Company to ensure compliance with 

generally accepted government auditing standards; and 
• Coordinated issuance of the audit report. 

Cotton & Company is responsible for the attached auditor's report on NYU and the conclusions 
expressed in the report. We do not express any opinion on the conclusions presented in Cotton 
& Company's audit report. 

We thank your staff for the assistance that was extended to our auditors during this audit. If you 
have any questions regarding this report, please contact Billy McCain at 703 -292-4989 or Ken 
Lish at 303-844-4738. 

Attachment 

cc: Alex Wynnyk, Branch Chief, CAAR 
Michael Van Woert, Executive Officer, NSB 
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