
Be Prepared for a Successful Audit 
As referenced in the Specialty Crop Block Grant Program (SCBGP), Grant Management Procedures 
(GMP) Manual, all Grant Agreements are subject to a minimum of one financial compliance audit and/or 
desk review. The purpose is to review financial records and documentation to ensure SCBGP funds are 
being used for their intended purpose in compliance with Federal cost principles and regulations.  

Establishing best business practices 

The list below is examples of best business practices that should be followed in order to have a 
successful audit: 

• Become familiar with applicable regulations, policies and procedures (including your own 
organization’s policies and procedures) 

• Organize the accounting records 
• Maintain the supporting documents for all amounts invoiced to the SCBGP project 
• Ensure sub-award recipients are being monitored 

o Applicable cost principles are being applied 
o A process of review is in place for costs reimbursed 

Applicable regulations, policies and procedures 

The following resources include applicable regulations, policies and procedures necessary for successful 
compliance and management of a grant project, which will assist in achieving a successful audit.  

Grant Management Procedures Manual 

Please note that each Grant Year has its own Grant Management Procedure Manual 

 Uniform Administrative Requirements: 

1. 2 CFR Part 215:   
a. Institutions of Higher Education 
b. Non-profit Organizations 
c. For-Profit Entities  

2. OMB Circular A-102 
a. State and Local Governments 
b. Indian Tribal Governments 

Federal Cost Principles 

1. 2 CFR 230 (A-122): Non-profit Organizations 
2. 2 CFR 225 (A-87): State, local government, Indian tribal government, territorial government 
3.  2 CFR 220 (A-21): College or University 
4. FAR: 31.2: For-profit or non-profit that functions as a for-profit  

  

http://www.cdfa.ca.gov/Specialty_Crop_Competitiveness_Grants/FFY2012.html
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=44b8dca25ff1a4196bde54792a7a5c37&rgn=div5&view=text&node=2:1.1.2.10.2&idno=2
http://georgewbush-whitehouse.archives.gov/omb/circulars/a102/a102.html
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=44b8dca25ff1a4196bde54792a7a5c37&rgn=div5&view=text&node=2:1.1.2.10.8&idno=2
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=44b8dca25ff1a4196bde54792a7a5c37&rgn=div5&view=text&node=2:1.1.2.10.6&idno=2
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=44b8dca25ff1a4196bde54792a7a5c37&rgn=div5&view=text&node=2:1.1.2.10.4&idno=2
https://acquisition.gov/far/current/pdf/FAR.pdf


Prepare documents before the audit begins 

The CDFA Audit Office will contact you to schedule a date to conduct an audit of the SCBGP project, and 
will follow up with an Engagement Letter once a date has been confirmed by both parties. The 
Engagement letter will specify documentation to have prepared for the auditor’s review.   

Items that should be prepared and organized for the audit include but are not limited to: 

1. General ledger/Object Expenditure Report 
2. Organization chart 
3. Flowchart and narrative of the accounting process 
4. Contract files including: 

a. Contracts 
b. Billing documents, invoices, and all supporting documentation for costs charged to the 

grant award 
5. Personnel Service costs for employees and contractual partners: 

a. Payroll information including signed and approved timesheets, employee distribution 
registers, employee hourly rates, and hours charged to award agreement  

b. Employee daily activity reports and Primary Investigator Certifications 
6. Operating Expenses with supporting documentation for the following: 

a. Travel and vehicle expense claims including supporting documentation with mileage 
logs, paid invoices, agreements, and full vehicle accountability 

b. Vendor invoices and receipts 
c. Operation expense allocation worksheets 

7. Agreements with contractors/consultants and supporting documentation for payments made to 
contractors/consultants 

a. Written agreements at a minimum must cover: beginning and ending dates, dollar 
amount, description of services or deliverables, and a budget. 

8. Other supporting documentation and records related to the grant award 

Please note the Auditor may request additional documents not listed above. 

Basic considerations when reviewing expenses 

The most basic consideration for whether an expense can billed to the SCBGP project is whether the 
cost is allowable. Allowable costs must be adequately documented, reasonable, and allocable to the 
project.  

 

 

 

 

 

ALLOWABLE 
- Cost must not be prohibited by regulations 
- Cost must be adequately documented, reasonable, 

and allocable to the Federal award 
 

 

 ADEQUATELY DOCUMENTED 
- Expenses transparently tracked  
- Compliant personnel timekeeping and 

payroll records kept 
- Invoices, receipts, agreements, 

allocation worksheets maintained 

REASONABLE 
- Cost or price analysis performed and 

documented to establish expense is 
reasonable 

- Ordinary and necessary for award 
performance, as well as prudently 
incurred 

ALLOCABLE 
- Cost incurred for the purpose for which 

the funding was granted or benefits the 
award project to a determinable degree 
and is charged to the award on that 
specifically calculated basis 

- Cost consistently treated as either a 
direct or indirect cost 



Common audit findings 

Please note these are common audit findings, but the list is not all inclusive.  
 
PERSONNEL 
Salaries & Wages 

- Lack of proper support for hours billed to the award such as a timecard or timesheet 
- No daily activity reports that account for the entire hours paid to the employees when 

required 
- Time records not signed by employee 
- Hours worked on the award project not clearly delineated on time records 
- Time records indicated that hours belong on a different project rather than the award 

project billed 
 

- Estimated rates used instead of actual pay rates and were not adequate approximations of 
actual cost 

 
Benefits 

- Estimated rates used that exceeded actual and were not adequate approximations of actual cost  
 
OPERATING EXPENSES 
Travel 

- Travel costs exceeded maximum allowable by applicable policies 
- Itemized support for the cost not maintained (particularly a problem when a credit card is used -  

credit card receipts are not adequate itemized support)  
- The award project purpose of the travel not clearly indicated  

 
Supplies 

- Invoices, receipts, allocation worksheets, or other documentation to support the costs not 
maintained 

- No written procurement procedures in place 
- The award project purpose not clearly indicated  

 
CONTRACTORS/CONSULTANTS 

- No procedures for reviewing and monitoring expenses of sub-award recipient/contractor costs 
for allowableness 

- No cost or price analysis performed and documented to establish that the contractor expense is 
reasonable 

- No agreements or contracts entered into for the services performed 
- Contracts/agreements not including the required Federal language 
- Rates paid to contractors exceeded the maximum allowable per regulations 
- Contractor costs incorrectly reported in another category of cost 
- Support for contractor costs not detailed enough to determine the basis for the amounts 

charged by the contractor 
- No written contracting procedures in place 

 
OTHER DIRECT COSTS 

- Costs incorrectly reported to the category when properly classified elsewhere 
- No cost or price analysis performed and documented to establish that the expense is reasonable 

 



GENERAL ISSUES 
- Costs misclassified to fit into a budget rather than a line-item shift being requested 
- Lack of an accounting system that properly tracks the source and application of the funds 
-  

Working together 

Working together is a key component to ensuring (1) the success of your Specialty Crop Block Grant 
Program project, (2) federal funds are used for their intended purpose, and (3) state and federal 
regulations are being followed.  

The Grant Specialist assigned to your project is available to provide technical assistance and guidance. 
Please do not hesitate to contact your Grant Specialist if you have questions whether a cost is allowable 
or how to properly document a cost.  

If you do not know the assigned Grant Specialist for your project, please contact the Specialty Crop Block 
Grant Program at (916) 657-3231 or grants@cdfa.ca.gov for assistance.  

mailto:grants@cdfa.ca.gov
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