Fiscal Monitoring Instrument

(to be conducted at least every two years)

Grantee Name:  _______________________________________________________________

Contact Person:  _______________________________________________________________
INITIAL ON-SITE INQUIRIES

1. Obtain copy of CSBG Close-out and compare costs to Single Audit Report expenditures.

2. Verify that the grant/modification you are working with is the most up-to-date budget.  Compare to copies of GRS obtained in the pre-review.  Note on copies any difference.

3. Obtain copy of the Grantee’s financial procedures manual for later review.  Upon review, note any deficiencies and suggested corrective action.

4. Inspect fidelity bond agreements.  Verify that premium was paid for the current period.

5. Obtain copy of the Chart of Accounts.

6. Scan general ledgers for selected programs and for the timeliness of posting.  Investigate any unusual transactions.

7. Scan general journals for any unusual transactions and obtain adequate explanations, source documentation and approvals.  

8. Obtain copy of organizational chart for agency and each program.  These should contain employees’ names and positions.

9. For each DCEO program selected, determine the number of checks written in a sample month, check numbers used, number of checks to cash and number of checks over $1,000.00.

10. Obtain copy of mail cash receipts log (to be used for cash receipts verification).

11. With agency’s Fiscal Officer, review the Internal Control Systems questionnaire. (Completed every three years).

12. Obtain and review with the Fiscal Officer the cost allocation plan if the agency is required to file one with DCEO.

13. Obtain a copy of the most recently filed Single Audit and the SAS 990 including management letters.

14. Obtain proof of agencies collateral ensuring DCEO funds are secured.

15. Obtain copy of SAS 99.

I:  Cash Management/Receipts

Monitoring Objectives

1.
Cash requested is received.

2.
Checks received are endorsed and deposited promptly and intact.

3.
Cash receipts are accurately recorded in the accounting records.

4.
Accounting records for cash receipts agree with bank statements of receipts.

Illustrative Test Procedures

1.
Review the cash receipts and the general ledger cash accounts for unusual items, such as large amounts or entries from other than cash journals.

2.
Compare selected remittance advices (DCEO Vouchers), with the postings to cash receipts and receivable records.

3.
Test for agreement of entries on bank statements with the daily cash receipts amounts contained in cash receipts records.

4.
Test the posting of cash receipts’ records to the general ledger cash account and receivable detail records.

5.
If cash receipts for federally assisted programs are commingled with other cash, then test for the posting of credits to applicable fund/program accounts.

6.
Test the postings of undeposited cash receipts to receivable records.

7.
Test the recording of miscellaneous receipts, such as the proceeds from sales of property and equipment, interest, reimbursements from employees, reimbursements from other programs, etc.

8.
A sample of receipts by program must be obtained from GRS and traced through the cash receipts log, bank deposit slips, and cash receipts journal and general ledger posting.

Instructions for completing Cash Receipts Verification Worksheet

1.
Choose a sample of receipts by program from a #354 Cash Request Tracking Form.

2.
From the agency’s cash receipts log, record in Columns 1 and 2 the date and amount of the same receipt.

3.
From the agency’s cash receipts journal, record in Columns 3 and 4 the date and amount of the cash receipts posting.

4.
Trace the cash journal total to the general ledger and record the date to verify the receipt ended up in the correct general ledger.

5.
In Columns 5 and 6 record the amount and date stamped by the bank on the deposit slip.

6.
Compare dates and amounts and note any problems or excessive time lags.

7.
Investigate these with the fiscal officer.

II:  Cash Disbursements 

Test objectives for cash disbursements are to establish that:

1.
Disbursements are properly authorized.  This objective is achieved either as part of the cash disbursement test or as part of the accounts payable test, depending on whether transactions are controlled by a voucher register.  If a voucher register is used to control accounts payable, then the objectives are achieved as part of the accounts payable list.  If not, the objectives are achieved as part of cash disbursements.

2.
Disbursements are properly recorded, i.e., correct payee, amount, date, and account distribution, in the accounting records.

3.
Disbursements are adequately supported by documentation and made for the purpose intended, i.e., only for allowable activities.

Illustrative Test Procedures - General Tests

1.
Examine the cash disbursements journal/check register for unusual items, such as large amounts and checks drawn to cash.  Investigate items noted.

2.
Account for the numerical sequence of checks for test period.

3.
Test postings of cash disbursements from the cash disbursements journal/check register to the general ledger, and if applicable, to the voucher register and subsidiary ledgers.

4.
Test petty cash reimbursement vouchers for support and approval.

Test of Sample Disbursement Transactions

For each item selected:

1.
Trace paid checks to supporting documents and determine that payees, amounts and dates agree.

2.
Determine that documents in support of disbursements were cancelled to prevent their reuse.

3.
Test signatures on paid checks against a list of authorized signers.

4.
Compare endorsements with indicated payees.  Investigate any double endorsements.

Instructions for Completing “Cash Disbursement Analysis Worksheet”

1.
Using the “Cash Disbursement Analysis” list a representative sample of disbursements from the cash disbursements journal or check register.  

This sample should include:

a. Checks drawn to cash

b. Voided checks

c. Checks to cost allocation

d. Checks over $3,000.00

e. Check(s) to payroll account(s)

(When selecting disbursements, special attention should be made of disbursements of DCEO programs not audited as a major program by “outside” CPA firms.)

2.
Obtain the cancelled checks and bank statement for the period under review and the source documentation supporting the disbursements selected in the sample.

3.
Complete the “Cash Disbursements Analysis” worksheet.

A.
Investigate any checks drawn to cash, i.e., for what purpose, authorization, endorsements, etc.

B.
Voided checks should have the signature block removed and be filed with cancelled checks.

C.
Verify amount of checks to payroll account with the payroll register, for the period under review.  (See section – Payroll.)

4.
Confirm use and location of check protector, renumbered checks, and mechanical check signer and dies.

5.
For each disbursement reviewed, determine if it was per program rules.

A.
Allowable
_____


Necessary 
_____


Reasonable _____

B.
Duties are separated so that different persons prepare checks, sign checks, reconcile bank accounts and have access to cash receipts.

C.
All disbursements are supported by proper documentation, i.e., approved invoice, purchase orders, receiving reports, etc.

D.
Supporting documentation is marked paid, showing date and check number.

E.
Persons signing checks are authorized by the Board of Directors.

F.
No checks are drawn to cash.

G.
Petty cash disbursements are supported by receipts or vouchers.

H.
Petty cash is kept on an imprest basis.

I.
There are safeguards over unused checks, check protectors and mechanical check signers.

Instructions for Completing “Materials Purchase Analysis”

All of the foregoing procedures for the “cash disbursement analysis” should be provided on the materials purchase analysis with the following additions:

1.
“Under Purchase Order”

A.
Ascertain conformance with the approved vendor and price bids then in effect.

B.
Confirm P.O. approval by Program Coordinator.

C.
Confirm the existence and use of a purchase order log.  (Each log should contain all the vital statistics about the purchase such as:

P.O. Number

Vendor

Description of purchase

Purchase dollar amount

D.
Confirm prior fiscal office budgetary approval.

2.
Under “Cancelled Check” review for:


A.
Possible payee alteration


B.
Possible amount alteration


C.
Possible “suspicious” endorsement

3.
If applicable, under “Perpetual Inventory” ascertain whether the purchase in question has been posted.  (Most agencies do not record as inventory, but rather expense amounts upon purchase and track inventory aside from general ledger.)

III:  Cash Management/Bank Reconciliations

Agency Proof of Cash

(Required when agency bank reconciliations are not current or prepared inaccurately.)

An agency proof-of-cash is performed to confirm that the bank balance as shown in the general ledger (called the cash-in-bank account) is truly the cash on hand as shown on the bank statement.  (The bank statement is an independently verifiable source for this confirmation and is a very important monitoring/auditing tool.)

IV:  Payroll Personnel Policy

The purpose of the payroll/personnel analysis is to ascertain that the people on the program payrolls are legitimate employees performing the grant functions that are allowable under the cost categories to which their salaries are charged.

Instructions for Completing the Payroll/Personnel Worksheet

1.
A sample of employees from one payroll is randomly chosen from the payroll register.  For these sample employees, the following items need to be examined:

a. Timesheets for the chosen pay period;

b. Cancelled checks for the chosen pay period;

c. Personnel files – job descriptions, pay status sheets, W-4s; and

d. Resumes or job applications.

2.
From the payroll register, record the date and check number, employee’s name and both gross and net pay for the chosen period.

3.
From an allocation sheet, if applicable, and the timesheet, record the cost category and program to which the salary has been charged.

4.
Check the timesheets for proper dates and signatures of both the employee and the supervisor.

5.
Indicate by a check in the timesheet column the presence of required signatures and note any problems.

6.
Under the personnel file column indicate the presence of the following by a checkmark:

a. Job description

b. Pay rate authorization

c. W-4 Forms

7.
Compare the amount of the cancelled check to the net amount shown in the payroll register and match the signatures on the check endorsement to the W-4 signature.  Indicate correctness of the signature by a check in the “Endorsement Verified” column.

8.
From the timesheet and pay authorization forms, recalculate the gross pay scheduled from pay register.

9.
Thoroughly read the job description and record the position of each employee under the allocation column.  Analyze the duties described as compared to the programs and cost categories to which the salaries are charged.

10.
Trace the payroll register amounts to the posting in the general ledger and programs.

V:  Cash Analysis

The purpose of the cash analysis is to analyze cash receipts and disbursements for a given month to ascertain whether or not the agency has been maintaining “excess” cash.

Instructions for Completing the Cash Analysis Worksheet

1.
From the G/L cash in bank account, list the prior months ending cash balance above the column heading “Daily Balance”.

2.
From the cash disbursements journal, list all disbursements for each day of the month (1 through 31) in the “disbursements” column.

3.
From the cash receipts journal, list all receipts for each day of the month (1 through 31) in the “receipts” column.

(NOTE:  Do not use the bank statement to obtain the above as the cash “float” can distort the excess cash calculation.)

4.
The average daily balance for each individual day of the month is computed by taking the daily balance of cash for the prior day, deducting the daily disbursements, and adding the daily receipts.

5.
The daily balances for each day of the month (be sure to differentiate between 28, 30, 31 day months) are then totaled to obtain a grand total of the months daily balances.  This total is divided by the number of calendar days in the month to obtain the average daily cash balance.

6.
Next, add each individual days disbursements to arrive at a grand total of disbursements for the month.  This total is divided by the number of working days, (excluding weekends and holidays) in the month to obtain the average daily disbursements (sometimes called average daily “need”).

7.
The average daily balance (computed in 5 above) minus the average daily disbursements (computed in 6 above) equals the dollars of excess cash.

8.
Finally, the number of days of excess cash is computed by dividing the dollars of excess cash (7 above) by the average daily disbursements (6 above).

FISCAL/PROGRAM ANALYSIS

The purpose of the fiscal/program analysis is to ascertain the existence of effective communication and coordination between grantees, fiscal and program operators.

General Tests

1.
Where applicable, verify from a random sample, that the program coordinators have approved all disbursements from their respective programs.  (See cost disbursement analysis worksheet.)

2.
Investigate exceptions.

3.
Determine the existence of a monthly schedule for the completion of monthly expenditure summaries.  Are they current? 30 days?  60 days?  90 days? 

4.
Do the summaries or reports provide for a comparison of actual disbursements to budgeted expenditures by program or grant? If not, why? 

5.
Are the monthly summaries or reports provided to the respective grant program coordinator for review? If not, why? 

6.
Through interviews with the fiscal officer and program coordinators, determine the existence of any duplicated record keeping activities.  If so, why?
VI. Inventory Management/Procurement/Property/Equipment Management

Monitoring Objectives

1.
To ensure that physical quantities of such property are adequately controlled through the use of perpetual records, and periodically verified through physical counts.

2.
To ensure that the dollar values of such property are adequately accounted for and accurately reported to the funding source.

3.
To confirm the usage of such property for intended purposes, and the accurate reporting of same to the funding source.

Test Procedures

1.
CSBG – Direct Client Assistance Expendable Property  (Few agencies keep an inventory of CSBG items for direct client assistance.)

A.
In conjunction with the Cash Disbursements Test, ensure that your sample includes disbursements for purchases of such direct client assistance items.

B.
From the documentation, invoices, etc., for each disbursement, determine:

2.
Were the purchases properly authorized via the use of purchase requisitions/purchase orders?

3.
Were the items, when received, recorded on perpetual inventory records?

A.
Take a physical count of these items, and reconcile to the perpetual records (use Inventory Verification).

B.
When the items were distributed to program participants, were the disbursements properly authorized?

C.
If the grantee uses outside vendors for direct client assistance items being picked up directly by program participants, are there adequate procedures in effect to ensure the prevention of abuse?

VII:  Close-out Confirmation/Verification

1.
The purpose of the closeout confirmation is to be sure that the general ledgers for a closed out program reflect the same costs as reported to DCEO at closeout.  Verify.

2.
A GRS cost ledger and cash journal confirmation is done for the closeout programs in the same manner as for the current programs.

3.
The cash balance should be zero unless some legitimate accounts payable or accounts receivable exist.

4.
Verify that any remaining accruals claimed at closeout are still due and payable.

5.
Conversely, any difference in costs from the closeout amount should result in a cash balance.  To confirm the accuracy of the information submitted on the closeout, you can use the same form(s) as GRS cost ledger confirmation:  Column 4 will contain the closeout package information.

6.
After a thorough analysis of the ledger accounts and the GRS confirmation, document any differences.

7.
Cash balances net of payables/documented accruals are to be refunded to DCEO.  Belated costs and belated refunds are to be handled as follows:

Belated Refunds

A letter of explanation should be sent to the DCEO Accounting Division (along with the refund check).  In your letter, explain the reason for the belated refund and be sure to identify the refund to the specific cost categories involved.  Do not send a corrected closeout package.

Belated Costs

Send a letter to the DCEO Accounting Division (along with a form C-13 Invoice Voucher) explaining the nature of the belated cost.  Be sure to explain all of the particulars surrounding the belated cost.  When DCEO Accounting has satisfied all of its informational needs, they (DCEO) will file a Court of Claims request.  Please note that this request will not be honored if the reimbursement of the belated cost should cause total expenditures to exceed budget in any cost category or in total.  Do not send a corrected closeout package.

CONTRACTOR REVIEW

A review of major contractors is recommended only when they are the recipients of large sums that are primarily passed through from the major contractor level; that is, the contractors are managers of large sums of money in their own right.  They request funds, manage a checkbook, reconcile balances, and should keep some form of cash control records.

The grantee questions format may be used to review these contractors, modified as needed, by individual circumstances.  Likewise, the suggested worksheets may also be used.

Advances of funds should be avoided and reimbursement methods should be used whenever possible.  These contractors should be required to follow the same sound cash management practices as the State and grantee, since excess cash may accrue just as quickly at this level of operations.

 VIII:  CSBG LOAN PROGRAM ANALYSIS

Monitoring Objectives

1.
Establish that the most recent general ledger account balance for loans receivable, agrees with the individual loan amortization schedules.

2.
Verify the accuracy of loan payment status.  Current?  Past Due? Default? 

3.
Determine loan loss exposure.

Illustrative Test Procedures

1.
Trace the loan balance due amounts from the loan amortization schedules, to the general ledger loan receivable account.  Total detail should equal the general ledger.

2.
Verify the amortization schedules are current and all postings of repayments are maintained up-to-date.

3.
Determine which loans are past due (30 or more days past due).

4.
From the loan amortization schedule, review the last loan repayment to current status, to determine loan default potential.  (Loans 90 or more days past due are in default).

5.
Verify that the quarterly loan report agrees with the general ledger account balances for loans receivable and cash, for the date selected.

Prepared by:  ___________________________________________  Date:  _________________

All working papers are attached and placed in Master File.

