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SBIR Accounting: Navigating the Complexities of
Small Business Innovation Research Funding

Introduction:

Landing an SBIR (Small Business Innovation Research) grant is a monumental
achievement for any small business. It signifies validation of your
innovative idea and the potential for significant growth. However, the
excitement of securing funding can quickly fade if you're not prepared for
the intricate accounting requirements that come with it. This comprehensive
guide will delve into the specific accounting needs of SBIR awardees,
providing clarity and best practices to help you manage your finances
effectively and ensure compliance. We'll cover everything from budgeting and
expense tracking to reporting requirements and common pitfalls to avoid.
Mastering SBIR accounting is not just about compliance; it's about maximizing
your grant's impact and positioning your business for long-term success.

I. Understanding the Unique Accounting Challenges of SBIR Grants

SBIR grants, while incredibly valuable, come with unique accounting
challenges. Unlike traditional loans, they're subject to specific federal
regulations and reporting requirements. These regulations often necessitate
detailed record-keeping, meticulous expense tracking, and adherence to strict
cost accounting principles. Failure to comply can lead to audits, delays in
future funding, and even the loss of awarded funds.

A. Federal Regulations and Compliance: The primary challenge lies in adhering
to the stringent regulations imposed by the awarding agency (e.g., NIH, NSF,
DoD). These regulations dictate allowable costs, indirect cost rates, and the
required documentation for every expense. Understanding these rules is
critical to avoid costly mistakes and maintain compliance.

B. Cost Allocation and Indirect Costs: Accurately allocating costs between
the SBIR project and other business activities is crucial. This often
involves calculating and applying indirect cost rates, which can be complex
and require expertise in cost accounting. Misallocation can lead to audits
and potential funding recoupment.

C. Matching Funds and Cost Sharing: Many SBIR grants require cost-sharing,
meaning the small business must contribute a portion of the project's
funding. Accurately tracking and reporting these contributions is vital for
demonstrating compliance with the grant agreement.



II. Establishing a Robust Accounting System for SBIR Projects

Implementing a well-structured accounting system from the outset is
paramount. This system should be capable of handling the specific needs of an
SBIR project, ensuring accurate tracking, timely reporting, and streamlined
audit preparation.

A. Dedicated Accounting Software: Consider utilizing accounting software
specifically designed to handle government grants. These programs often
include features tailored to the unique requirements of SBIR accounting, such
as cost allocation tools and reporting templates.

B. Detailed Expense Tracking: Maintain meticulous records of all expenses
related to the SBIR project. This includes receipts, invoices, and supporting
documentation for every expenditure. A well-organized system will
significantly ease the audit process and demonstrate compliance.

C. Regular Financial Reporting: Establish a consistent schedule for
generating financial reports, ensuring timely submission of required
documentation to the awarding agency. Proactive reporting minimizes the risk
of delays and potential penalties.

ITI. Common Pitfalls to Avoid in SBIR Accounting

Several common pitfalls can significantly impact SBIR funding and compliance.
Understanding these issues proactively can help you avoid costly mistakes and
maintain a positive relationship with your funding agency.

A. Inaccurate Cost Allocation: Improperly allocating costs between the SBIR
project and other business activities is a major concern. This can lead to
audits and potential funding recoupment.

B. Insufficient Documentation: Lack of comprehensive documentation for all
expenses is another frequent issue. Ensure you maintain detailed records for
every transaction related to the SBIR project.

C. Missed Deadlines: Failing to meet reporting deadlines can result in
penalties or even loss of funding. Develop a clear timeline and ensure timely
submission of all required reports.

D. Ignoring Indirect Costs: Overlooking or miscalculating indirect costs can
lead to significant discrepancies in financial reporting and potential audit
issues.

E. Lack of Internal Controls: Weak internal controls increase the risk of

errors and fraud. Implement robust internal controls to ensure accuracy and
transparency in your financial processes.

IV. Seeking Professional Assistance



Navigating the complexities of SBIR accounting can be challenging, even for
experienced accountants. Consider seeking professional assistance from a firm
specializing in government contracting and SBIR accounting. Their expertise
can ensure compliance, minimize risks, and ultimately maximize your grant's
impact.

V. Planning for the Future: Beyond the Initial Grant

Successful completion of an SBIR Phase I or Phase II doesn't signify the end
of your accounting responsibilities. Proper accounting practices are
essential for future funding applications, demonstrating financial
stewardship and preparing for potential commercialization.
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shir accounting: SBIR Basics: The Numbers (Accounting, Costs, Rates, Audits, and More)
Lea A. Strickland, MBA CMA CFM CBM, 2007-04-11 SBIR Basics - The Numbers (Accounting, Costs,
Rates, Audits, and More) Lea A. Strickland, MBA CMA CFM CBM This book is for the SBIR recipient.
It contains the building blocks of the concepts for accounting, financial and administrative
requirements that are associated with federal funding. The information is basic and to the point. Key
areas covered include: 3?4 accounting systems 3?4 budgets 3?4 audits 3?4 direct costs 3?4 indirect



costs 3?4 indirect rate calculations 3?4 indirect cost proposals 3?4 program income 3?4 and more!
Understand the requirements and enable your business to get maximum impact from every dollar of
funding received!

shir accounting: Shir Basics Lea A. Strickland, 2007 DEJA VOU/HOW TALL ARE YOU? is a
story of two mature adults who meet again after thirty-five years. Getting reacquainted, they share
memories they thought the other would certainly not remeber. But there is more that attracts them
to each other. There is a wonder that people their age can experience feelings and emotions they
believed until now were only experienced by the young.

shir accounting: SBIR and the Phase III Challenge of Commercialization National Research
Council, Policy and Global Affairs, Committee on Capitalizing on Science, Technology, and
Innovation: An Assessment of the Small Business Innovation Research Program, 2007-03-15 In
response to a Congressional mandate, the National Research Council conducted a review of the
Small Business Innovation Research Program (SBIR) at the five federal agencies with SBIR
programs with budgets in excess of $100 million (DOD, NIH, NASA, DOE, and NSF). The project was
designed to answer questions of program operation and effectiveness, including the quality of the
research projects being conducted under the SBIR program, the commercialization of the research,
and the program's contribution to accomplishing agency missions. This report summarizes the
presentations at a symposium exploring the effectiveness of Phase III of the SBIR program (the
commercialization phase), during which innovations funded by Phase II awards move from the
laboratory into the marketplace. No SBIR funds support Phase III; instead, to commercialize their
products, small businesses are expected to garner additional funds from private investors, the
capital markets, or from the agency that made the initial award.

shir accounting: Winning Sbir/Sttr Grants Eva R. Garland, Ph.d., Eva R Garland Ph D,
2014-01-09 This book provides a straightforward, user-friendly approach for preparing a NIH Phase
I SBIR/STTR application. The proposal preparation process is spread over a 10-week period, and
tasks are completed in a logical progression. The time requirement ranges from 10 to 25 hours per
week, leaving sufficient time for other business activities. Dr. Garland draws on her years of
SBIR/STTR proposal preparation experience, providing useful tips to ensure your application is
highly competitive and that the entire preparation process proceeds smoothly.

shir accounting: Winning SBIR/STTR Grants Eva Garland Consulting LLC, Eva Garland
Consulting LLC Staff, 2018-11-21 The Small Business Innovation Research (SBIR) / Small Business
Technology Transfer (STTR) programs provide grant funding to help companies commercialize
transformative technologies. Companies that successfully receive Phase I awards are eligible to
apply for Phase II grants that can generate over a million dollars to fund product development. This
book provides a straightforward, user-friendly approach to preparing a Phase II application for the
National Institutes of Health (NIH) SBIR/STTR programs. A 12-week strategy is presented for
developing a strong Commercialization Plan, Research Plan, and Other Components that are
required for a successful application. In addition, the Review and Award process, as well as
post-award considerations, are described. The Eva Garland Consulting team provides deep expertise
in developing competitive SBIR/STTR proposals, having successfully assisted clients who have
collectively received hundreds of millions of dollars of SBIR/STTR funding.

shir accounting: The Small Business Innovation Research Program National Research Council,
Technology and Economic Policy, Board on Science, Technology, and Economic Policy, 1999-11-22
Small businesses have increasingly been recognized as a source of innovation, and one way in which
the Federal government encourages such innovation is through the Small Business Innovation
Research program. SBIR sets aside 2.5 percent of federal agencies' R&D budgets for R&D grants to
small business. Although the program's budget was nearly $1.2 billion in 1998, SBIR has been
subject to relatively little outside review. As part of the STEP's ongoing project on
Government-Industry Partnerships, the Board convened policymakers, academic researchers, and
representatives from small business to discuss the program's history and rationale, review existing
research, and identify areas for further research and program improvements.



shir accounting: An Assessment of the Small Business Innovation Research Program National
Research Council, Policy and Global Affairs, Committee on Capitalizing on Science, Technology, and
Innovation: An Assessment of the Small Business Innovation Research Program, 2004-10-16 In
response to a Congressional mandate, the National Research Council conducted a review of the
SBIR program at the five federal agencies with SBIR programs with budgets in excess of $100
million (DOD, NIH, NASA, DOE, and NSF). The project was designed to answer questions of
program operation and effectiveness, including the quality of the research projects being conducted
under the SBIR program, the commercialization of the research, and the program's contribution to
accomplishing agency missions. This report describes the proposed methodology for the project,
identifying how the following tasks will be carried out: 1) collecting and analyzing agency databases
and studies; 2) surveying firms and agencies; 3) conducting case studies organized around a
common template; and 4) reviewing and analyzing survey and case study results and program
accomplishments. Given the heterogeneity of goals and procedures across the five agencies
involved, a broad spectrum of evaluative approaches is recommended.

shir accounting: Effective Partnering , 1996

shir accounting: Federal Research United States. General Accounting Office, 1989

shir accounting: Science & Engineering Indicators, 1993

shir accounting: Oversight Hearing on the Small Business Innovation Research
Program United States. Congress. Senate. Committee on Small Business. Subcommittee on
Innovation, Technology, and Productivity, 1992

shir accounting: Enhancing Small-business Opportunities in the DoD Nancy Y. Moore,
2008 Impediments may exist that hamper small-business contracting opportunities. Among the
issues examined in the report are federal goals for small business purchases, the unique purchase
needs of the Department of Defense, and how they affect opportunities for small businesses. The
study also examines contract bundling, subcontracting in professional services and research and
development, opportunities in the Small Business Innovation Research and the Mentor-Protege
Programs, electronic payment systems, and whether firms graduate from the programs or increase
in size from small to larger businesses as a result of various small-business preferences, including
those for procurement.

shir accounting: STTR: An Assessment of the Small Business Technology Transfer
Program National Academies of Sciences, Engineering, and Medicine, Policy and Global Affairs,
Board on Science, Technology, and Economic Policy, Committee on Capitalizing on Science,
Technology, and Innovation: An Assessment of the Small Business Innovation Research
Program--Phase II, 2016-02-11 Today's knowledge economy is driven in large part by the nation's
capacity to innovate. One of the defining features of the U.S. economy is a high level of
entrepreneurial activity. Entrepreneurs in the United States see opportunities and are willing and
able to assume risk to bring new welfare-enhancing, wealth-generating technologies to the market.
Yet, although discoveries in areas such as genomics, bioinformatics, and nanotechnology present
new opportunities, converting these discoveries into innovations for the market involves substantial
challenges. The American capacity for innovation can be strengthened by addressing the challenges
faced by entrepreneurs. Public-private partnerships are one means to help entrepreneurs bring new
ideas to market. The Small Business Technology Transfer (STTR) and the Small Business Innovation
Research (SBIR) program form one of the largest examples of U.S. public-private partnerships. In
the SBIR Reauthorization Act of 2000, Congress tasked the National Research Council with
undertaking a comprehensive study of how the SBIR program has stimulated technological
innovation and used small businesses to meet federal research and development needs and with
recommending further improvements to the program. When reauthorizing the SBIR and STTR
programs in 2011, Congress expanded the study mandate to include a review of the STTR program.
This report builds on the methodology and outcomes from the previous review of SBIR and assesses
the STTR program.

shir accounting: Year Results Under the Small Business Innovation Development Act of




1982, Public Law 97-219, 1986

shir accounting: Committee Markups of H. Res. 72, H. Con. Res. 76, H. Res. 252, H. Con. Res.
95, H. Res. 316, H.R. 364, H. Res. 487, H.R. 2850, and H.R. 5789 United States. Congress. House.
Committee on Science and Technology (2007), 2008

shir accounting: The Geography of Small Firm Innovation Grant Black, 2006-03-30 It has long
been recognized that advances in science contribute to economic growth. While it is one thing to
argue that such a relationship exists, it is quite another to establish the extent to which knowledge
spills over within and between sectors of the economy. Such a research agenda faces numerous
challenges. Not only must one seek measures of inputs, but a measure of output is needed as well to
estimate the knowledge production function. The identification of such a measure was a compelling
goal for Zvi Griliches, if not the holy grail: “The dream of getting hold of an output indicator of
inventive activity is one of the strong motivating forces for economic research in this area.”
(Griliches 1990, p. 1669). Jaffe (1989) made a significant contribution to estimating the knowledge
production function when he established a relationship between patent activity and R&D activity at
the state level. Feldman and coauthors (1994a, 1994b) added considerably to this line of research,
focusing on innovation counts as the dependent variable instead of patent counts. This work was
particularly important given that many innovations are never patented. Feldman’s work also
differentiated by firm size and showed that knowledge spillovers from universities play a key role as
sources of knowledge for small firms.

shir accounting: GAO Documents United States. General Accounting Office, 1985 Catalog of
reports, decisions and opinions, testimonies and speeches.

sbir accounting: Reauthorization of the Small Business Technology Transfer Program
(STTR) United States. Congress. House. Committee on Science. Subcommittee on Technology, 1998

shir accounting: Innovation and Commercialization of Emerging Technologies , 1995
Technological innovation is essential to the future well-being of the United States. The ability of the
nation to sustain economic growth, increase its standard of living, and improve human health and
the environment depends, in many ways, on its success in developing and commercializing new
products, processes, and services. The growing capabilities of competitors in Europe, Asia, and
elsewhere around the world increasingly challenge the ability of U.S. firms to convert the nation's
science and technology base into a competitive advantage. Such concerns have prompted much
debate about the proper role of government in encouraging innovation and the commercialization of
new technologies. To date, however, the debate has been hampered by an incomplete understanding
of the ways in which firms develop and market new products, processes, and services and the
barriers they must overcome in the process.

shir accounting: 2017 Catalog of Federal Domestic Assistance United States. Congress.
Senate. Office of Management and Budget. Executive Office of the President, 2017 Identifies and
describes specific government assistance opportunities such as loans, grants, counseling, and
procurement contracts available under many agencies and programs.

shir accounting: Compendium of HHS Evaluations and Relevant Other Studies HHS
Policy Information Center (U.S.), 1990

shir accounting: Financial Services and General Government Appropriations for 2014
United States. Congress. House. Committee on Appropriations. Subcommittee on Financial Services
and General Government, 2013

shir accounting: Code of Federal Regulations , 1993 Special edition of the Federal Register,
containing a codification of documents of general applicability and future effect ... with ancillaries.

shir accounting: The Code of Federal Regulations of the United States of America, 1993
The Code of Federal Regulations is the codification of the general and permanent rules published in
the Federal Register by the executive departments and agencies of the Federal Government.

shir accounting: Laws Relating to Federal Procurement as Amended Through ... United States,
2000

shir accounting: Modeling Financial Time Series with S-PLUS Eric Zivot, Jiahui Wang,




2013-11-11 The field of financial econometrics has exploded over the last decade This book
represents an integration of theory, methods, and examples using the S-PLUS statistical modeling
language and the S+FinMetrics module to facilitate the practice of financial econometrics. This is
the first book to show the power of S-PLUS for the analysis of time series data. It is written for
researchers and practitioners in the finance industry, academic researchers in economics and
finance, and advanced MBA and graduate students in economics and finance. Readers are assumed
to have a basic knowledge of S-PLUS and a solid grounding in basic statistics and time series
concepts. This Second Edition is updated to cover S+FinMetrics 2.0 and includes new chapters on
copulas, nonlinear regime switching models, continuous-time financial models, generalized method
of moments, semi-nonparametric conditional density models, and the efficient method of moments.
Eric Zivot is an associate professor and Gary Waterman Distinguished Scholar in the Economics
Department, and adjunct associate professor of finance in the Business School at the University of
Washington. He regularly teaches courses on econometric theory, financial econometrics and time
series econometrics, and is the recipient of the Henry T. Buechel Award for Outstanding Teaching.
He is an associate editor of Studies in Nonlinear Dynamics and Econometrics. He has published
papers in the leading econometrics journals, including Econometrica, Econometric Theory, the
Journal of Business and Economic Statistics, Journal of Econometrics, and the Review of Economics
and Statistics. Jiahui Wang is an employee of Ronin Capital LLC. He received a Ph.D. in Economics
from the University of Washington in 1997. He has published in leading econometrics journals such
as Econometrica and Journal of Business and Economic Statistics, and is the Principal Investigator of
National Science Foundation SBIR grants. In 2002 Dr. Wang was selected as one of the 2000
Outstanding Scholars of the 21st Century by International Biographical Centre.

shir accounting: Monthly Catalogue, United States Public Documents , 1991
shir accounting: Monthly Catalog of United States Government Publications , 1991

shir accounting: The Journal of Accounting Case Research , 1995

shir accounting: Small Business Innovation Development Act, 1990

shir accounting: Scientific and Technical Aerospace Reports , 1994

shir accounting: Laws Relating to Federal Procurement as Amended Through December 31,
1994 United States, 1995

shir accounting: SBA Legislation Handbook United States. Small Business Administration.
Office of the General Counsel, 1992

shir accounting: Key Issues and Challenges Facing NASA United States. Congress. House.
Committee on Science and Technology (2007). Subcommittee on Space and Aeronautics, 2010

shir accounting: Fools, Knaves and Heroes Jeffrey Archer, Simon Bainbridge, 1998-07

shir accounting: Congressional Record United States. Congress, 2003 The Congressional
Record is the official record of the proceedings and debates of the United States Congress. It is
published daily when Congress is in session. The Congressional Record began publication in 1873.
Debates for sessions prior to 1873 are recorded in The Debates and Proceedings in the Congress of
the United States (1789-1824), the Register of Debates in Congress (1824-1837), and the
Congressional Globe (1833-1873)

shir accounting: Catalog of Federal Domestic Assistance, 1999 Barry Leonard, 1999-06
Contains 1,412 assistance programs administered by 57 Federal agencies in agriculture, crime
control, education, employment and training, health and human services, housing and
homeownership, and science and technology. Chapters: how to use the catalog; agency summary;
agency programs; alpha. index of programs; applicant eligibility; deadlines index; functional index;
subject index; deleted and added programs; crosswalk of changes to program numbers and titles;
program descriptions: programs requiring executive order 12372 review; authorization appendix;
agency addresses; sources of additional info.; and developing and writing grant proposals.

shir accounting: Catalog of Federal Domestic Assistance United States. Office of Management
and Budget, 1999 Identifies and describes specific government assistance opportunities such as
loans, grants, counseling, and procurement contracts available under many agencies and programs.




shir accounting: Small Business Innovation Research Reauthorization on the 25th
Program Anniversary United States. Congress. House. Committee on Science and Technology
(2007). Subcommittee on Technology and Innovation, 2008

shir accounting: Commerce Business Daily , 2000-06
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