Case Study 
Karok University


Your consulting company has been hired by Karok University to perform their Federal OMB Circular A-133 annual audit. Karok University (KU) receives over 100 million in sponsored program awards, of which 40 million is from Federal and Federal flow-through sponsors. KU has a large engineering research volume consisting of commercial flow-through sponsors. You also notice there has been no communication between KU and the sponsor since the award notice.

After analyzing KU’s sponsored award portfolio you identify ten large sponsored projects exceeding $10 million in project funding. One project, awarded to Dr. Davis from the Electrical Engineering Department, issued a $300,000 fix-price subcontract on a sole source basis. Most of the subcontract funds have been paid, however no technical reports were submitted. The subcontractor audit certifications were not in the file.

You also notice Dr. Davis’s salary expenditures exceed the proposed budget by 50%. Moreover the students and post doc hourly certification reports do not agree with their salary expenditures. Dr. Davis was scheduled to take a trip to present a paper in Washington D.C.; however you identify international travel receipts for his entire research group. Dr. Davis purchased several pieces of scientific equipment valued over $50,000 each, but KU was not able to provide the equipment location or decal information.

As you dig further into Dr. Davis’s project you identify several weeks of clerical wages charged to the project and administrative supplies that were not delineated in the proposal. You also see $65,000 in salary charges transferred from the Dean’s continuing education auxiliary account.

KU’s Finance & Accounting Department included cost share costs with each draw-down as directed by Dr. Davis, however KU did not establish a separate account to track cost share expenses.    
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