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December 1, 2009

To the Audit Committee: Edmond S. Solymosy, Chair
H. Jarrell Gibbs
Jack N. McCrary
Robert Smith, III
B. B. Tuley

Subject: Audit Findings
09-01 Noncompliance with Matching Requirements

Finding: Noncompliance with Matching Requirements

Criteria: Matching or cost sharing includes requirements to provide contributions (usually
nonfederal) of a specified amount or percentage to match federal or state awards. Matching
may be in the form of allowable costs incurred or in-kind contributions.

Condition: During review of this compliance requirement, it was noted that on some projects
on which salaries and the related costs were used as the match that incorrect fringe benefit
rates, insurance rates, percentages of effort, and indirect cost rates were used. Other
instances were noted where the cost sharing was incorrectly computed due to the use of
incorrect monthly expenses and the use of incorrect base indirect cost rates when calculating
unrecovered indirect costs.

Recommendation: We recommend that the information used to calculate cost sharing from
researchers be compared to the information provided by the System and its members to
insure the correct rates are used. Expenditures should also be reviewed to insure that the
correct costs are used in the calculation of cost sharing amounts. Cost sharing calculation
should be reviewed prior to being posted to the system.

Management Response: We concur with the finding. For several of the questioned projects
insurance rates were inadvertently reversed between categories resulting in miscalculations.
In other instances the previous year’s indirect cost rate was used instead of the most current
indirect cost rate. Management will develop a master worksheet that will show the rates to
be used in the current fiscal year. The master worksheet will be reviewed and approved by
the Associate Vice President for Post Award and the Director of Fiscal Operations. The
master worksheet will be updated annually. The rates will be reviewed annually with the
Accounts Receivable staff who have responsibility for calculating and reporting cost sharing.
Cost sharing calculations will be audited by Management fo assure accuracy.
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While it is our objective to have no audit findings, we are pleased to note that these findings
have not placed our awards at risk. The auditors did not identify any questioned costs or
unallowable costs. The findings targeted areas where internal controls can continue to be
strengthened through process changes and staff training.

Management is keenly aware of our responsibility to safeguard the assets of the organization.
It is a primary objective of the daily operations and long range plans. Assessment of our
systems and procedures remains an ongoing process. Actions are taken to ascertain that all
necessary and cost-effective measures are carried out to fulfill the fiduciary responsibilities.

Leo J. Paterfa, President Linda Woodman, Senior Vice
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