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The Uniform Guidance changed the gold standard  
for the way salary can be charged to a federally 

sponsored project and introduced a new level of flexibility. 
This option requires greater responsibility for institutions 
to understand the associated regulations. The change is 
focused on ensuring a system of strong internal controls  
to appropriately charge these projects.

Promising results are coming from the Pilot PCS program 
at four institutions, all of which have reported improved 
PI oversight of direct salary and wage charges as well as 
enhanced efficiency resulting from certifying on a project 
basis rather than an employee basis. When making such 
a change, institutions are confronted with enhancing 
their system of internal controls without increasing the 
administrative burden on researchers and support staff. 

First, the good news. Recent regulatory updates governing 
federally sponsored awards have opened up myriad 

possibilities for acceptable salary charging processes. 
The old federally mandated process by which salary was 
charged to a sponsored project is no longer perceived 
as the gold standard for research institutions. Gone is the 
narrow-effort reporting approach that has been historically 
difficult to understand not only for researchers, but also 
for administrators responsible for ensuring that it happens. 
Now you have options!  

With increased flexibility comes increased responsibility to 
understand the regulations, analyze your institution’s current 
state, and implement a compliant system. 

Here we’ll discuss how institutions are addressing salary 
charging under the Office of Management and Budget’s 
(OMB) Uniform Administrative Requirements, Cost Principles 

and Audit Requirements for Federal Awards (Uniform 
Guidance) and introduce an alternate method—payroll 
certification. We will provide an overview of regulatory 
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changes, compare traditional effort reporting to payroll 

certification, and discuss the potential benefits and 

challenges of adopting the payroll certification method. 

OMB Circular A-21 vs. Uniform Guidance
The Uniform Guidance, which provides direction on 
administering and charging research costs to federal 
awards, offers a less prescriptive approach to salary 
charging than its predecessor, OMB Circular A-21: Cost 
Principles for Educational Institutions. The Uniform Guidance 
became effective December 26, 2014, and supersedes A-21, 
which provided detailed requirements for an effective effort 
reporting system. This regulatory change has left recipients 
of federal funding with a new level of flexibility when charging 
salaries to sponsored programs. 

Traditional effort reporting, described in Section J.10 of 
A-21, mandated that institutions receiving federal funding 
maintain a time and effort reporting system to assure that 
the distribution of salary expended on federally sponsored 
programs was in accordance with actual effort expended, 

by funding source. A-21 required a responsible person 
(e.g., the Principal Investigator [PI], or other individual with 
“direct knowledge” or “suitable means of verification” of 
an employee’s effort) to confirm that salaries charged 
to sponsored programs were consistent with the effort 
contributed. Further, that they were reasonable, accurate 
and based on all activities represented in an employee’s 
institutional base salary. A-21 provided three specific  
options for compliant time and effort reporting systems  
and even gave some guidance on the expected frequency  
of certification.

The Uniform Guidance requirements for salary charging, 
however, are less prescriptive than those in A-21. The 
focus is instead on establishing strong internal controls 
to ensure that salary is charged appropriately to federally 
sponsored programs, given certain expected standards 
of documentation (e.g., that salary charges across cost 
objectives for a given employee will total 100% of the 
employee’s salary). See Exhibit 1 for a high-level comparison 
between A-21 and the Uniform Guidance.

Effort reporting vs. payroll certification
As a result of the increased flexibility provided by the 
Uniform Guidance, some institutions are exploring a  
variety of options to eliminate or update the traditional  
effort reporting model, including a model known as  
payroll certification. 

The Federal Demonstration Partnership (FDP) is an 
association of federal agencies, academic research 
institutions and research policy organizations that work 
to streamline the administration of federally sponsored 
research. FDP began exploring payroll certification in 
2011 (prior to the UG) as an alternative to traditional effort 

Exhibit 1 – Old vs. new salary charging requirements

OMB Uniform Guidance 
2 CFR 200.430 

g Removes prescriptive methods, but provides some 
guidelines for documentation expectations

g Eliminates definitions for proper certifier(s)

g Eliminates timing requirements

g Formalizes a requirement for internal controls over 
the payroll and salary charging processes; specific 
controls are left to the institution’s discretion

OMB Circular A-21 

g Included specific suggested certification methods 
(i.e., plan confirmation, after-the-fact, and  
multiple confirmation)

g Defined criteria for proper certifier(s)

g Defined certification frequency 

g Did not specifically require internal controls over 
the payroll and salary charging processes, though 
this was an expectation

The Uniform Guidance requirements for salary charging
are less prescriptive than those in A-21. 
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reporting. They began an initiative called the Payroll 
Certification System pilot program, or Pilot PCS. Pilot 
schools include George Mason University, the University  
of California, Irvine; the University of California, Riverside;  
and Michigan Technological University.

All four institutions have reported improved PI oversight 
of direct salary and wage charges as well as enhanced 
efficiency resulting from certifying on a project basis rather 
than an employee basis. 

The Offices of Inspectors General at the National  
Science Foundation and the Department of Health  
and Human Services are auditing the implementation  
of payroll certification at the four pilot schools. They  
have preliminarily found no significant issues with  
the concept, and the payroll certification method is 
acceptable under 2 CFR 200. See Exhibit 2 for a  
summary of the key differences between effort reporting 
and payroll certification.  

Payroll certification benefits  
and challenges
Under the Uniform Guidance, institutions must have in 
place a strong system of internal controls to support their 
sponsored research enterprise. Given that salary charges 
commonly account for one-half to three-quarters of total 
expenditures on an award, strong internal controls over 
salary charging are particularly crucial. The challenge is 

to enhance controls without increasing the administrative 
burden on researchers and support staff. 

Payroll certification may offer institutions a solution that 
can achieve both objectives. With any proposed process, 
there are benefits and challenges that must be considered 
before implementation. See Exhibit 3 for a list of benefits 
and challenges that institutions may experience with the 
implementation of payroll certification.

Exhibit 2 – Effort reporting vs. payroll certification

Payroll Certification 
  

g Project-based certification method (i.e., 
certification report shows all salary charges for  
a given award for the period)

g Goal is to certify that all salaries and wages directly 
charged to the award are reasonable based on 
work performed

g Payroll expense report shows names of employees 
and salaries and wages charged to an award

 

g PI is the certifying individual for all of his or  
her awards

g Consistent across the institution

 

g Annually at the end of each award budget year and 
at award end; can be completed in conjunction with 
sponsor progress reporting

g Not consistent across the institution

Effort Reporting

g Person-based certification method (effort report 
shows 100% of a given employee’s effort for the 
certification period)

g Goal is to certify that an individual’s percentage  
of effort is reasonable based on overall effort  

g Various methods to track effort are utilized by 
research institutions:

     •  Plan confirmation 
     •  After the fact 
     •  Multiple confirmation
 

g Employee, PI, or other personnel could be the 
certifying individual (someone who meets the 
“suitable means of verification” requirement)

g Often not consistent across the institution

 

g Academic semester or semiannual fiscal periods

g Generally consistent across the institution

Focus of Certification

Certifying Individual

Timing of Certification
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Exhibit 3 – Payroll certification benefits and challenges

Challenges 
  

g PIs at institutions with a well-supported and 
efficient effort certification process may be 
comfortable with the process and unlikely to want 
to change.

g Anecdotally, PIs with five or more awards will 
complete more paperwork under a payroll 
certification model.  

g Department administrators that support large 
award portfolios will see more administrative 
burden under the certification model.

g Any change to processes or systems would require 
an investment in training and oversight, which 
would presumably be owned by central research 
administration.

g Effort reporting now serves as a detective control 
and monitoring tool for award management. While 
regular expenditure review is expected and required 
by many institutions, effort reporting (after the 
fact) serves to manage the risk of untimely cost 
transfers. Moving to an annual certification could 
remove that control and increase late cost transfers.

 

g Many institutions’ current effort reporting 
processes and systems have been tested 
by external audit, while the proposed payroll 
certification process has been minimally audited. 
Therefore, early adopters of the payroll certification 
process may be accepting additional audit risk.

 

g The transition to payroll certification could require 
a financial investment in technology, whether in the 
modification of an existing effort reporting system, 
or the acquisition of a new system. 

Benefits

g PIs at institutions with a cumbersome effort 
certification process will likely find payroll 
certification to be easier.

g Anecdotally, PIs with fewer than five awards 
will complete less paperwork under a payroll 
certification model.

g Researchers other than PIs will no longer have  
to complete certifications.

g Department administrators that support  
researchers with either no extramural funding or 
small research portfolios will either see reporting 
go away entirely, or a decrease in paperwork under 
the payroll certification model.

g The volume of certifications would likely decrease 
under the payroll certification model. Central 
research administration staff, who used to spend 
a significant portion of time tracking down effort 
reports, may now be redeployed to provide  
additional training and monitoring of the monthly/
quarterly financial review process.

 

g Payroll certification would improve internal controls, 
reduce cost transfers and parked costs, and reduce 
audit findings. Of course, this assumes that PIs 
and their support staff effectively plan their salary 
commitments on federally sponsored programs, 
and regularly monitor their award expenditures.  

 

g The OIG audits of the FDP pilot schools, while still 
in process, have preliminarily determined there are 
no significant issues with the concept of payroll 
certification, and that the payroll certification 
method is acceptable under 2 CFR 200.

 

g Many institutions have a system in place that 
could be configured to accommodate the new 
payroll certification process, which would provide 
consistency to faculty and support staff.  

Impact to Researchers

Impact to Administrators

Audit Considerations

Financial Controls

Systems Considerations
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Conclusion
The Uniform Guidance provides more flexibility in charging 

salaries to federally funded awards than its regulatory 

predecessor, A-21. There is early evidence that alternate 

methods such as payroll certification may reduce some 

administrative burden imposed by traditional effort reporting. 

However, any change in processes or systems that impacts 

the research community should be thoroughly analyzed to 

understand required investments, the impacts on the end 

user and the overall benefits of the change. 

To support this analysis for a payroll certification model, 

institutions may want to consider a pilot mechanism.  

By targeting select departments, institutions can determine 

whether proper internal controls are in place, gain user 

feedback and assess whether a payroll certification process 

is right, prior to making a change. 

Institutions should simultaneously work to evaluate and 

strengthen their system of internal controls. This could 

include revising policies and procedures, enforcing 

additional financial monitoring activities and training 

researchers and administrators on best practices for  

award management. When internal control systems can 

support more flexibility in salary charging to federally  

funded awards, and there is buy-in from their research 

constituents, they can right-size a process and implement  

it across the institution. 

Connect with us at www.bakertilly.com/services/governance-risk-and-compliance/internal-audit

salary charges commonly account  
for one-half to three-quarters of  
total expenditures on an award
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