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SBIR Phase Il Administrative and Financial Reviews:

 Laurence K. Dash, Senior Financial Review &
Cost Analyst, Division of Institution & Award
Support, Cost Analysis & Audit Resolution Branch.

o Contracting Officer’s Representative (COR)

 Jonathan O. Braxton, Financial Review & Cost

Analyst, Division of Institution & Award Support,
Cost Analysis & Audit Resolution Branch.
o Assistant Contracting Officer’s Representative (ACOR)




& 62-Cost Analysis & Audit Resolution
Branch (CAAR)

The CAAR Branch is responsible for review of budget and
financial data for ALL SBIR/STTR Phase |l proposals.

Details on the information which will be requested:
http://www.nsf.gov/bfa/dias/caar/sbirrev.isp

The Small Business has 10 days to provide this
information once contacted by NSF.



http://www.nsf.gov/bfa/dias/caar/sbirrev.jsp

CAAR Review Areas

« Financial Capability Review — Does the company have
adequate financial resources to successfully execute the

terms of the award?

« Accounting System Review — Does the company meet
the basic accounting requirements for a Federal award?

« Budget Review — Are the budgeted amounts fair and

reasonable, based on certified cost and pricing data, and
justified properly?




Financial Capability Review

All proposing Small Businesses must
provide accounting data from the two most
recent years:

Financial statements;

Most recent audit, if available; and

Tax returns.




Financial Capability Review

Typical Problem Areas
 Financial statements are misstated;

* Tax returns are inaccurate;

» Tax returns do not reconcile to accounting
records; and

» False letters of support / investors.




A1) Con3|derat|ons for Determining
Adequacy of Accounting Systems

Responses to “Financial Management Systems
Questionnaire” (Appendix 4 of “Prospective New
Awardee Guide’);

Sample Timesheets;

Prior Federal Audits and/or Accounting System
Reviews, if available; and

SBIR Phase | Project Cost Ledger.




Accounting System Reviews

The SBIR Phase | Project Cost Ledger is reviewed for
adequacy and allowability of costs

Typical Problem Areas

« Accounting System or Software is inadequate

o Using Microsoft Excel or spreadsheet with no
controls;

o Using Microsoft Word or word-processing to generate
financial statements; and

o Using personal checkbook or ledger to track costs.




Budgeted Costs

All costs must meet the following criteria:
* Necessary to accomplish the project;

« Allowable, allocable, and reasonable per the
Federal Acquisition Regulations (FAR); and

» Based on authentic, current, cost and pricing
data (invoices, purchase orders, catalog, vendor
quotations).




Typical Areas Of Reduced Costs

Most budget reductions take place in these areas:
« Salaries and Wages;

* |ndirect Costs; and

* Budget Items
o Lack of Adequate Supporting Documentation.
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Salaries and Wages

Typical Problem Areas

« Compensation rates are based on exaggerated
or unsupported data;

« Conflict of Interest with personnel
o Owners;
o Board Members; and
o Senior Personnel.

* Personnel are already being compensated from
other sources.




Equipment

Typical Problem Areas

* Proposed small personal equipment such as
laptops are excessive and unnecessary,

« Equipment is not purchased until unreasonably
late in the grant period; and

* Proposed costs are not supported by authentic
vendor quotes and invoices.




Typical Problem Areas

« Trips are for non-related grant business
o Personal vacations; and
o Business Development, etc.

« Trip destinations and purpose not disclosed

 (Costs are incurred for entertainment / unallowable activities
o Afterhours dinner/drinks with colleagues;

o Taking employees to dinner as “thank-you” for job well
done; and

o Restaurant dinner parties as “working meetings”.




Typical Problem Areas

« Costs are not supported by authentic cost & pricing data
o Costs are arbitrarily fabricated by proposer;
o Counterfeit vendor quotes and invoices; and
o Fictitious suppliers.

« Conflicted purchasing arrangements

o Vendor company is owned by Small Business Owner,
or is a subsidiary of Small Business; and

o Vendor company is owned by immediate family
members (spouse, children, siblings, etc.).




Typical Problem Areas
« Costs are not supported by authentic cost & pricing data

o Fake engagement letters representing unauthentic
arrangements;

o Unsupported rates of compensation; and
o Fake or unsupported expertise of consultant.

« Conflicted working arrangements

o Consultant is already an employee of Small Business
or one of its subsidiaries; and

o Consultant is a family member (spouse, child, sibling,
etc.).




Typical Problem Areas
» Conflicted working arrangements
o Subrecipient is one of Small Business’ subsidiaries
* Housed in the Small Business’ primary location;
» Using Small Business’ overhead; and
« Employees already being compensated by Small Business.

o The Small Business owner is also receiving compensation as a
senior personnel on one of the company's subawards;

o Subrecipient personnel are family members (spouse, children,
siblings, etc.); and

o Subrecipient indirect rates are not supported.
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I‘ilﬁ'ct Costs

"ﬂ/i){r;‘;wic?iirect rate proposals are required for requested
indirect costs greater than 50% of Total Salaries and
Wages (NSF Safe Rate)

* The following costs are disallowed:
o Independent Research & Development (IR&D);
o Patent costs;
o Sales/Marketing & Business Development;
o Manufacturing & Production;
o Facilities Capital Cost of Money (FCCM);

o Indirect Salaries & Wages > 35% total S&W less paid
time off;

o Unallowable costs (FAR Part 31 cost principles); and
o Subcontract costs (usually excluded from base).




Best Practices for Small Businesses:
» Accurately record incurred indirect costs;
e Scrub unallowable costs;

* Recoup or charge NSF grant at the approved
indirect rate

oDo not over-charge; and
olf under-charged DO NOT use excess

indirect funds to cover unallowable costs.
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Award Cash Payment

All payments questions should be directed to NSF's
Grantee Cash Management Section (CGMS):
llene Caruso, icaruso@nsf.gov / (703) 292-8334

Typical Problem Areas
« Using personal bank account(s) for the NSF cash;

* Co-mingling the NSF cash with personal cash;

« Writing personal checks for the NSF business; and

« Using NSF funds for personal activities.



mailto:icaruso@nsf.gov
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Website References

* Pre-award review requirements for NSF SBIR Phase lls
http://www.nsf.gov/bfa/dias/caar/sbirrev.isp

« Federal Acquisition Regulation (FAR) Cost Principles
https://www.acquisition.gov/?g=browsefar

« Bureau of Labor Statistics (BLS) for salaries and wages
http://www.bls.gov/home.htm



http://www.nsf.gov/bfa/dias/caar/sbirrev.jsp
https://www.acquisition.gov/?q=browsefar
http://www.bls.gov/home.htm

Telephone:

Fax:

E-mail:

Website:

(703) 292-8244
(703) 292-9141

bfacaarsbir@nsf.gov

www.nsf.gov/bfa/dias/caar



mailto:bfacaarsbir@nsf.gov
http://www.nsf.gov/bfa/dias/caar

Questions?

« Laurence K. Dash
Ldash@nsf.gov
(703) 292-4252

 Jonathan O. Braxton
Jbraxton@nsf.gov

(703) 292-4817



mailto:Ldash@nsf.gov
mailto:jbraxton@nsf.gov

