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Part 7.  Financial, risk and internal control (rev. 4/06)
A. Purpose/other

1. Part 7 was revised in order to group together questions that are likely to be addressed by a visit to the grantee's financial audit firm.  If the grantee did not grant permission, complete all of the questions in this part in advance of the review.  When applicable, use specific references to the grantee’s financial policy document to provide the answer to the question.
2. These questions assess the grantee’s financial control environment (whether management has made honesty and integrity key components of the workplace environment) and financial control procedures (the assignment of duties and tasks in such a way that risk of financial loss is minimized).  The assessment of the grantee’s financial integrity is a critical component in making strategic decisions regarding contract adjustments based on capacity and risk of control failure or breakdown. 

3. These questions also identify and assess of the grantee's specific financial and accounting procedures (weatherization manual chapters 7, 8 and 9, etc.). 

4. GRANTEE RESPONSE TO AUDIT RECORDS REVIEW OPTION:  DOA staff:  Permission granted/ denied.  (If granted, describe visit - who went, where, when, what was reviewed). Text in italics in the following sections indicates that response is from the review of audit records.  
B. Grantee’s financial/fiscal control & accounting procedures
1. Are contracts/grants accounted for separately (Chapter 7.A)? 
Response
C. Grantee cost allocation plan for allocating administrative expenses to the Weatherization Program (Chapter 8)
1. Provide a copy of this plan or provide a specific reference to the Financial Policy.

Response
2. Does the grantee use the direct or indirect method of allocation?
Response
3. Are direct costs allocated based on a measure of effort (e.g., direct labor hours)?
Response
4. Are indirect costs, including administrative expenses, allocated on a reasonable and consistent basis (e.g., total direct costs)?
Response
5. Are charges made on an actual cost basis?
Response
6. How often are costs allocated?
Response
7. DOA staff: Compare cost allocation procedures with the internal control plan to determine consistency with the plan’s requirements.

DOA Response
D. Procurement procedures (Chapter 7.Q)                                                                      ON-SITE
1. Does the grantee maintain a code, or standard of conduct, that governs the performance of its officers, employees or agents engaged in the awarding and operation of contracts?

Yes/ No

2. How is this code implemented?

Response
3. How does the grantee ensure that unnecessary or duplicated items are not purchased?

Response
4. DOA staff:  Verify that the required approvals present (based on grantee policy)
	Table 7.1 DOA staff: Procurement approvals as required by grantee policies

	(a) Vehicles and Leases
	Yes/ No/ NA

	If yes, approved by (& date):

	(b) Materials and Services Contracts
	Yes/ No/ NA

	
 If yes, approved by (& date):

	(c) Other Contracts Under $25,000
	Yes/ No/ NA

	
 If yes, approved by (& date):

	(d) Computer Software/Hardware purchases
	Yes/ No/ NA

	
If yes, approved by (& date):


E. Records & record-keeping                                                                                           ON-SITE
1. Employee records

a) What type(s) of employee attendance records are used?
 
Response
b) Is attendance recorded on a daily basis for all staff (including management)? Yes/ no
c) Provide a copy of a time record that has time charged to multiple programs.

d) DOA staff:  View time record.  DOA Response
e) Do all staff (including management) and immediate supervisors sign time sheets for each pay period?
Response 

2. Record-keeping:

a) Are all records kept for three years after the resolution of the previous fiscal audit?
Response
b) Does the grantee maintain financial records of job cost reduction funds earned and spent, by grant year, the source and amount?
 
Response
3. DOA staff: Verify the grantee maintains at least the required documentation of funding source (Chapter 7.B) as follows:

a) Approval to secure funds  DOA Response
b) Signed contract and any addendums  DOA Response
c) Board minutes  DOA Response
F. Inventory
1. Does the grantee maintain a weatherization material inventory? (If NO, skip this section)

Yes/ No 

2. If ‘yes,’ provide a general description of the items carried in inventory and complete remainder of this section.

Description 
3. Miscellaneous

a) If the warehouse is grantee owned, how are the charges established?  (Attach a copy of the most recent market study.)
Response
b) What is the dollar estimate of any damaged or unusable materials on hand?

Response  $________
c) What are plans for disposal?

Response
d) Has the program physically disposed of approved deletions from inventory?
Response
4. Inventory security
a) Describe the system used by the grantee to secure inventory; control losses, damages and theft.
Response
b) Who has access to the inventory?  Response
5. Inventory reconciliation
a) Are the materials (completed units, damages/losses, and in-progress units) reconciled to the inventory asset account?

Response
b) Provide a copy of the last monthly reconciliation of inventory.

Response
c) Describe your reconciliation system.

Response
d) How often is inventory reconciled within weatherization program?  Response
e) How often is inventory reconciled with the finance department?  Response
f) How frequently are variances reported?  Response
g) How are losses and gains recorded?  Response
h) What is the year-to-date variance (through XXX month)?  Response  $_______
i) What accounts for the variance?  Response
j) What is the average monthly material write-off?   Response  $_______
k) What accounts for the write-off?  Response
l) Is it within policy requirements?    Yes/ No
G. Grantee financial/fiscal control & accounting procedures

1. Note that questions in this section may also be addressed by reviewing grantee audit reports.  

Response
2. Does the grantee maintain and apply fiscal control and accounting procedures as set forth in Wis. Stats. 46.036(4)?   

Response
3. Are these procedures in writing and consistently applied?

Response
4. Are account records maintained on a double entry basis?

Response
5. How frequently are actual expenditures compared to budgeted amounts?
Response
H. Financial transactions (Chapter 7)
1. How often are entries made to the following records?

a) General Ledger  Response
b) Cash Receipts Journal  Response
c) Cash Disbursement Journal  Response
2. How frequently is the General Ledger reconciled to the bank statements?
Response
3. How are purchases assigned to the correct budget category and line item?
Response
4. If direct staff are not fully funded, how are program charges documented?  
Response
I. Control environment
1. How does the grantee ensure that agency personnel are aware of requirements of grants and contracts (and changes therein)?

Response
2. How is compliance monitored?

Response
3. (Chapter 7.A)  Grantees are required to notify the Division of any potential financial conditions that could adversely impact program operations. Examples of these conditions include pending legal activity by a vendor, client or employee; organizational cash flow shortages; allegations or investigations of fraud or embezzlement.  

a) In the past 3 years, has the grantee experienced any such potential financial conditions?

Response
b) If so, describe and indicate if the Division was notified.

Response
J. Risk assessment – assessment of grantee capacity
1. What is the governing structure/ oversight body for the grantee?  Response
2. Provide a copy of the bylaws for this body.  Response
3. Provide a copy of the authorizing motion for the Executive or other to enter into a contract for the organization.
Response
4. Provide access to the minutes of governing/oversight body during the past 12 months.
DOA staff: Review minutes as such actions relate to the weatherization program
5. Is there an established (& supported) policy on reporting suspected misconduct or malfeasance (“Whistleblower Protection Policy”)?  If yes, provide a copy or reference.

Yes/ No
6. How much of the total budget (%) is made up of fund-raising?  %  
Other comments  
K. Segregation of duties

1. How are all records and checks secured from unauthorized use?
Response
2. List the staff name and title of person responsible for the following duties.
	Table 7.2  Fiscal duties - staff name & title

	Maintaining attendance records:
	

	Trial balance:
	

	Receiving cash:
	

	Posting cash receipts:
	

	Signing checks:
	

	Reconciling bank statement:
	


L. Expenditure and source documentation (Chapters 7 & 8.A)                                    ON-SITE
1. Describe the accounting process for the following transactions (using Table 7.3 DOA staff & GRANTEE: Expenditure & source documentation, end of document):

a. Receipt of advance
b. Receipt of funds from reimbursement of invoice

Comments
2. DOA staff:   Verify compliance with program requirements by tracing each of the above transactions through the accounting system (General Ledger) using:

Table 7.3 DOA staff & GRANTEE: Expenditure & source documentation (end)
DOA comments

M. Job cost reduction (Chapter 7.O)                                                                               ON-SITE
1. DOA staff:  Verify that job cost reduction funds are spent on the same measure that generated the fund.
DOA comments
2. DOA staff:  Verify that job cost reduction funds were used in the grant year earned.
DOA comments
3. DOA staff:  Verify that job cost reduction funds were reported in WisWAP when work was completed, along with any other funds used for the measure.
DOA comments
N. IRS Form 990

1. Was this information submitted in a timely and complete fashion?
Response
2. Who reviewed and approved this form prior to submittal?

Response
3. DOA staff:  Are there any comments/concerns regarding this information?
DOA response
O. Financial audit
1. DOA staff: Identify and discuss any questions/concerns regarding last three audit reports.

DOA Response
2. When was the last financial audit bid out?  Response
3. When was the last financial audit completed?  Response
4. What firm performed the most recent financial audit?  Response
5. Name of person (at firm) responsible for audit.   Response
6. How many years has this partner/firm been performing grantee financial audits?
Response
7. Does this firm provide non-auditing services to the grantee?  Yes/ No 
8. If yes, what are the non-auditing services?
Response
	Table 7.3 DOA staff & grantee: Tracking documentation of funding source

	Transaction:  Receipt of advance

	1.  GRANTEE:  Describe the accounting process used for this transaction
Response 


	2.  DOA: Verify
	
	

	a
	
	Amount
	

	b
	
	Date received
	

	c
	
	Proof of receipt/deposit slip
	

	d
	
	Date of deposit
	

	e
	
	Source of funds
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Transaction:  Receipt of funds from reimbursement of invoice

	1.  GRANTEE:  Describe the accounting process used for this transaction
Response 


	2.  DOA: Verify
	
	

	a
	
	Invoice date:
	

	b
	
	Amount requested
	

	c
	
	Date received payment
	

	d
	
	Amount received
	

	e
	
	Proof of receipt/deposit slip
	

	
	
	Date deposited
	

	
	
	Source of funds
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Grantee:  If you gave permission to DOA to visit your audit firm in advance of the administrative review, questions in Part 7 may be addressed through this source prior to the on-site visit.  The result may be fewer questions to address at the on-site visit.  








� Questions are predicated on a range of state and federal requirements and laws.  Many of these requirements are specified in the contract and/or the Weatherization Manual (generally chapter 7).
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