Audit Procedures Training

COLORADO DEPARTMENT
OF HUMAN SERVICES -
DIVISION OF CHILD CARE




Overview

History

CDHS has been contracting with Qualistar
Colorado to provide child care resource and
referral services since the mid-1990’s.

CDHS has been contracting with CO Dept of
Education since 1999 to provide

coordination and oversight of Colorado’s
Early Childhood Councils.




Goals and Objectives

The main objectives of the resource and
referral contract are to provide

resource and referral services to parents of
young children; and,

professional development services for early
childhood professionals.

The EC Councils are charged with
creating locally-based, early childhood
systems that provide effective, efficient
comprehensive, and high quality
services to children and families.




Typical Contract Expenditures for
these projects

Payroll

Rent

Phone

Printing expenses

Office supplies

Travel for in-state meetings
Staff professional development







Snapshot of a Recent Audit

CDHS Audit Division completed the audit
Audit findings included the following:

Dollars Audited Allowable Questioned
Expenditures Costs

$106,286.55 $5,602.04 $100,684.51




Audit Standards Applied %

Auditors compared expenditures to the
budget and budget narrative in contract

Auditors also applied cost principles for
non-profit organizations contained in
OMB Circular A-122

Circular is available online at:




Main Cost Principles in A-122

Reasonable
Necessary
Prudent
Allocable
Authorized

Consistent
Documented

No Pre-Payment

Capital Assets
and Depreciation
Expense




Audit Findings




Three Key Audit Findings

No Documentation
Insufficient Documentation
Unallowable Expenditures

Total Questioned Costs

No Insufficient Unallowable Total Questioned
Documentation Documentation Expenditure Costs

$90,262.00 $8,902.45 $1,520.06 $100,684.51




No Documentation

Without proper documentation,
expenditures cannot be reimbursed
because auditors cannot determine the
goods or services purchased

Contractors need to provide monthly
reimbursement request form indicating
budget line associated with expenditure
as well as all detailed supporting
documentation (e.g., receipts, invoices)




Insufficient Documentation

Although documentation was provided, it
was insufficient to allow reimbursement

All contractors need to provide

complete, detailed receipts and/or
iInvoices for expenditures

If a portion of an expenditure was

charged to the contract, contractors

must provide an explanation of the pro-

rata share applied to the expenditure ss=—

o




Unallowable Expenditure

Some expenditures are not allowable
either based upon the terms of the
contract or cost principles of OMB
Circular A-122

Examples:

Purchases exceeding budget line caps
Purchases coded under incorrect budget line

Purchases for personal use (e.g., bottled water,
catered staff lunch)

Payment of salary exceeding actual hours
worked




Expenditure Analysis
Procedure




Five Considerations for All

Expenditures

Review budget narrative

Determine if expenditure is in
accordance with terms of contract

Monitor budget cap

Analyze program(s) benefiting from
expenditure

If the contract is sole beneficiary, then can charge
solely to contract

If the contract is one of multiple beneficiaries, then
need to apply a pro-rata share

Document expenditure properly




Review the Budget Narrative

Record purchases only on the proper budget
line — if expense is not allowed pursuant to
budget narrative, it cannot be charged to
that budget line

Example:

If the operating budget line is specifically for rent
expenses, professional accounting or audit expenses
should not be included on that line.
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Review Terms of Contract

Need to determine if expenditure is In
accordance with the terms of the contract

Example:

Does a catered lunch for staff further the provision of
contracted services to local parents or child care
providers?
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D)7 =
/;/

\—

Carefully monitor each budget line =
throughout the contract period to avoid
overspending

Example:

If the payroll cap is $12,000 for the year, you
may want to only reimburse actual expenses up
to $1,000 per month to avoid depleting the funds
before the end of the contract period (NOTE:
you must pay actual expenses, not just.an
average amount)




Analyze Program(s) Benefiting

from Expenditure

If the contract is sole beneficiary, then
can charge solely to contract

If the contract is one of multiple
beneficiaries, then need to apply a pro- @y
rata share (i.e., each program must pay ) \Z

its fair share) >

- )
A

Example:

Is this contract the sole beneficiary of anti-virus
software purchased by your organization?




Document Expenditure
Properly

Contractors need to provide monthly
reimbursement request form indicating
budget line associated with expenditure as
well as all detailed supporting documentation
(e.g., receipts, invoices)

Slides 21-51 provide examples of necessary
documentation for expense reimbursement




Necessary Documentation




Invoices and Receipts

Must contain detailed description of the
goods or services purchased

Must be verified by checking for:
Proper authorization
Correct addition
No previous balance or late fees/interest

Any discounts for prompt payment or
volume purchase must be reported as a
credit or reduction-of expenditures




Invoices and Recelpts (contd.)

Dinner Receipt A Dinner Receipt B

Lists name and Lists name and
contact info for deli contact info for deli

Lists only the total of Lists specific food
purchase (no details of and/or drink purchased

food and/or drink and the total of the
purchased) purchase

Lists tip J’ Lists tip
Contains employee’s % Contains employee’s
signature > signature




Good Example of
Reimbursement Request - Pt 1

Qualistar Early Learning Partner
.. Core Services '

Agen'cylProg*rém: - "'S;DA_#’
Reimbursemaent for Peri’b_.d'-%egi'nning:.' T Aprii 1, 2009 Ending: April 30, 2009

Referrals

Reimbursement _ . e _

Request Form e o e SR

completed and signed % $0.00_ $2.,992.06
$200.00 m‘_'!
584857 M (” 3201658

NACCRRAware $0.00 L $2,175.00
| Administration (15% |

maximum) $0.00 $0.00
Referral Budget _
SUBTOTAL : $3,122,22 $27,241.62




Good Example of
Reimbursement Request

Expense
5060 - Mileage Reimbursement

» Check ..~ 4/23/2009 4769 m. 01-Quati...
Total 5080 : Milsags Reimbursement
5080 ~ Insurance _ N

« Check 411012008 State Farm: Specialty Products 01-Quali..
Total 5680 - Instrance - ‘

5111 - Travel o ' _ _
. ~ Check 4/10/2009 L 01-Quali...
» Ch 41107208 k of th -Quali...
Accompanied by Cheok 1012009 Bank of the Wst O1-cudii

Totat 5441 - Trave!

expense detail 5320 - Payroll- Staff

General-Journat 4/30/2009 4.09 Payrl 1,969.27

describi ng each Total 5320 - Payreil- Staff T 1wz
5321 - Payroll- Executive Director

expense contained in General doural 43012000 409 Payn O1-Quaf. a3

Total 5321 - Payroll- Exectitive Director - 74.38

each bud g et line . 5325 - Benéfits/Health Insurance.

General Joumal 4/30/2009 4.08 Payri 01-Quali. .. _ ] oo
Total 5325 - Benefits/Health insurance ] 0.00

Total Expense o 312222

Net Income -568.58

NOTE: Per the previous slide, mileage reimbursement and travel
can be combined for travel-total'and both payroll lines can be
combined for payroll total




Necessary Documentation

Payroll and Fringe Benefits
Must provide accurate, detailed timesheets

After-the-fact determination of the actual activity
of the employee (no budget estimates)

Must account for the total activity of the
employee (100% time reporting)

Must be signed by employee or supervisor with
firsthand knowledge of employee’s activities

Prepared at least monthly




Good Example of Personnel
Activity Report

SRS HEAD START/EARLY CHILDHOOD PROGRAMS
PERSONNEL ACTIVITY REPORT (hourly)

GO_Od- period End:_7//1 /0% Name:Su— Missing:
_ Position: R‘ée
e e 7e 17k | 7% ]
g&mm%ﬁ :
: W A A R
* Lists all hours [y ¢ B

[Evaluste & Reportaata || -
worked on each infupelte Nacarawsre
Program Dev/Training

p rog ra m General Off! Operations

B
TR

* Nothing

&

Prof Development/Training

» {2

B
ﬁ

SERRNANSERIRRAREDE

* Lists total
hours worked

g

E§
o

» Contains
employee’s
signature

.

AECER
NZEHAR

mEENE=EE
cil

g
g
=

%Iii
|

Sick Leave/&“xck Ban
Personal Leave .

HRENEE
ENNRRARCE
REN:E

» Contains

approval Comments
signature by

supervisor

T
T
AN




Example of Insufficient
Documentation for Payroll Exp

Good:

 Contains
employee’s
signature

Time Statement — July - December 2008

I certify that the salary/benefit charges applied to the Child Cate Development Fund Contract by and

between Qualistar Early Leaming and July ~ December 2008; were used to perform

the scope of services as outlined in the contract. 1 understand that 1 must notify Gy

immedia hange in alloc hecomes necessary. . . : ‘
K gy 125 FTE S4mil® (21% benefits)

Alofsoip
" Date

~Lcertify that 1 performed duties outlined in the Scope of Services in the contract between Qualistar Early

Learning and Al ) N funded by the Child Care Development
Fund Contract: wE v S e ' o
* Program management, and direct services including coordination and delivery of training for child
care providers, participation in the Early' Childhood Council SSNeisensilgigmes, Professional
Development Committee, distribution of training information including posting to the Qualistar
online training calendar and the coordination and provision of child care quality rating ‘and
improvement services; '

The duties outlined above were performed in 40 hours per week (1.0 FTE). The Qualistar funding paid
for 5 hours per week (.125 FTE) and was blended with other funding sources to cover the 1.0 FTE.
Twenty-seven hours per week (675 FTE) was funded by ## N for management of the
Child Care Recruitment and Training program, and 8 hours per week (.2 FTE) was funded by S,
B cairyover funds. The combined total was 40 hours per week (1.0 FTE). o

2/10/z010

Date.

Program Manager

* Does not
provide
specific hours
worked on
each program

» Statement
describes how
position was
funded

» Contains no
approval
signature




Necessary Documentation
(cont.)

Rent, Advertising, & Phone
Expenditures
Must provide complete, detailed bill or invoice

Need proof of payment

Also need explanation regarding the portion of
the bill that was charged to the contract




Example of Documentation for
Rent Expense

PARTNERSHIP INVESTMENTS, INC. Invoice

Good: —— Missing:

« Actual rent L —  Does not
invoice is » contain
presented ' approval

signature

* Need
explanation
of division
of rent
expenses
across
programs




Example of Insufficient
Documentation for Rent Expense

Missing:

« Does oo immls oo s aums_aom s il et i - Rent division
contain ece PCTIOR I TR e e S spreadsheet is
approval R O e i i e o e S B 1ot sufficient for
signature :_M e ANy Tl reimbursement

* Need actual

rent invoice for

each month for
| reimbursement

* Need
explanation of
division of rent
expenses across
programs




Example of Documentation for
Advertising Expense

Good:

* Actual bill
{e]g
advertising
expenses

» Grantee’s
payment
request
form
contained
approval
signature

Billing Questions and

On-Line Payments:
_Photie: 1-800-422-1234

Web: www.DexKnows.com/eRill
Foryour taxes: 42-1554575

Mail Paymienits To:
Dex East
PO Box 78041

Phoenix, AZ 85062-8041

To Report an Exrorin.

-YourAdvertising:

1-800-422-1234

Mail Correspondence

. Other than Payments to:

Dex

Attn: Customer Care

PO Box 3900

Peoria, iL 61612
dexinfog@dexkriows.com

Customer Information;
RURAL COMMUNITY RESOURCE
CENTER

PO BOX 284

YUMA CO 80759-0284
1-970-848-3867

Account Numiser

Billing Date Page t0f 2
November 18, 2008 :

Date Due
Current Amount Due

December 6, 2008
$34.00.

Account Summary

_Previous Balance’
Payments Received
Current Product Charges

3400
-34.00
3400

CurrentAmount Due

$34.00

Future Product Charges woes notinclude Digital Products ox Tax) 22893

Account Balance (Does not include Future Digital Praducts or Tax) $262.93

Missing:

* Need complete
advertising
expenses bill for
reimbursement
(page 1 of 2is
not sufficient)




Example of Documentation for
Phone Expense

Good: oo gaas Missing:
« Actual bill T « Need complete
SRR, Fwest Cholce Long Disbance . f
for phone moritin et m—— phone bill for
expenses whman o w2 reimbursement

Sumtotnl

L+ INTRASTATE
Savtoriml

* Need
explanation of
R—— . purioa o s, division of phone

Azewns Line Thergs 3 HAY la-JOB 15
Gwaat Chodos HRC 3 MY 14-JM 15

ST v—y— T e expenses across
sarvies Deinil = Lorg Blsdoses Usage prog ramS

.ux-.nu;-r

':i'i‘ll'?'f

HIMHEAFDLE
LITTLETEM
LITTLETEM

E:’"'!'.“.‘.'E'!‘.‘"E

e e e e
e el L Rl WA B R
e m mm o m B R & FEE-B8E R

LA J
GREELEY




Necessary Documentation
(cont.)

Meal Expenditures

Must provide complete, detailed receipt

Also need to ensure compliance with grantee’s
travel or meal policy (e.g., dinner caps)

NOTE: The purchase of alcohol with State or
Federal funds is prohibited




Good Example of Documentation
for Meal Expense

Good: Ty Missing:

* Actual * Nothing
receipt is
presented

* Receipt

lists food BT
. 1 MEXIMELT
and/or drink | BEEF 1.

purchased FSTA
1 BEAN BUR -

RITO :

1 CHEESE R

= Receipt Bizé%éf: F
marked to

clearly

indicate day

and meal

purchased




Good Example of Documentation
for Group Meal Expense

Good:

* Actual receipt is
presented

 Receipt lists food
and/or drink
purchased

* Employee’s meal
circled and no
alcohol charged to
contract

* Receipt marked
to clearly indicate
day and meal
purchased

b

N

\&\Qé(\(‘j mpéc

_)
APA VALLEY GRILLE
502 HORTON PLAZA
SAN DIEGD, CA 92101

Prix Fxxe Alack

Prix Fixe Wit
Frix-Fing Toet 000
61 Folie -

Prix Fixe Pork

G1 Napa Cellars

Chicken

G} C}es du Bois

Prix Fixe érsci
Blue Mojito
Prix Fixe Choo
karl Straus
16.60% Gratuitiy:
Check Total:
Tax:

Total Due:

Missing:

47 Gsts: B Srvr: Joseph M
i 1 L} .14 i ? (g

* Nothing




Example of Insufficient
Documentation for Meal Exp

Good: o | Missing:

- Actual receipt is Vg miwaza © - Detailed
presented s 3 R receipt

i B | listing food
« Receipt marked T e and/or drink
to clearly indicate T - purchased
day and meal RoTOR) e thd St
purchased Tt (. _wy * This

e provides the

| total of the
purchase




Necessary Documentation

(cont.)

Meeting Expenditures

Must provide complete, detailed receipts and/or
iInvoices for all purchases

Need list of attendees and their associated
organization

Also need meeting agenda and explanation of
how the meeting fulfills the objectives of the
contract

v e

4“/“:.’\(




Example of Documentation for
Meeting Expense

Good:

* Actual receipt is
presented

 Receipt lists food
and/or drink
purchased

« Payment request
form states
purchased for
training meeting

L a1/22/3008

32w
10083

o Tray Lunch Sapd (12 6. 9
Chips (18 BE.50)

Tr. Dessert {%G al 75)

: Sabtgta1

Tax Exe&pt #841!72882

Dane In'Tcta? 12

Missing:

« Agenda from
training

o List of
attendees and
their respective
organizations




Necessary Documentation
(cont.)

Training Expenditures

Must provide confirmation of registration and
payment for all attendees

Also need training agenda




Example of Documentation
for Training Expense

Dr. Becky Bailey's

Good: Conscious Discipline’ Missing:
é\’“" ﬁxTwo Days to a Better Way

« Provided training (TR e el e « Nothing
- %, K C. ]MO &
overview and Vs R e L 2009

registration form

Congratulations!

° Reg |Strat| on Youtregistration is confirmed to attend the Conscious Discipline® Two Days:to 4 Better Way workshop to'be
held at The Westin Crown Center-Hotel located at One East Pershing Road Kansas' City; MO--84108;
beginning Friday, September 18th' and ending Saturday, September 19th; 2009, The hotel contact

CO nfl rm atl O n WaS information ig ph‘one (8186) 474-4400, Fax (816) 391-4438, website Wwije,‘sﬂ{;k,c‘com.

provided I

"HECK/CREDIT CARD REQUEST FORM
Purpose: Registration Fee for Conscmus 1scxp ne lraining for

« Payment request Gl

form has approval
signature

* Proof of payment
was provided




Necessary Documentation

(cont.)

Miscellaneous Expenditures (e.g., office
supplies, postage, groceries)

Must provide complete, detailed bill, invoice, or
receipt

Need explanation regarding how good or
service purchased was used to fulfill the
objectives of the contract

Also need explanation regarding the portion of
the bill that was charged to the contract to
: PN
\ /.

ensure contract is only paying its fair share
‘pg

N




Example of Documentation

for Misc. Expense

Good:

» Detailed
receipt listing
item purchased

- (082837795327 : R ~$139.99
patriot Whesled Laptop Caa

RS

SubTotal . $138.88
Tax 7.400% : ' $10.36
TOTAL . $150.35

VISA $150.36 -
Card number: ARXXXYXXX(XX 465
- puthorization 816?32 o

35548556
0276 00001 14194 4 01/16/09
00369575 05 22:40 PM

ORDER BY PHONE 1-877- OFFZ{CEMAX

A

Missing:

* Need
explanation of
why this
purchase was
solely charged
to contract
(was the
contract the
sole
beneficiary of
this purchase)




Example of Documentation

for Misc. Expense

Good:

* Detailed
receipt listing
items purchased

Missing:

* Need explanation
of how these items
were used to fulfill
the objectives of

the contract

* Need explanation
why this purchase
was solely charged
to contract (was
the contract the
sole beneficiary of
this purchase)




89.83. 13

>

k18363

F.0.5. 418383 Sale

O‘S(\
AT R

37.99 418393

37.99

BALANCE DUE PLEASE

PAY THIS
37.99 ’ AMOUNT

BALANCE DUE
37.9%



Example of Documentation
for Misc. Expense

Good: Missing:
“New Aciviy [ Gu— | )

DaNi08 - AMMEX CORP. - 425 251-4000 ' 65.50
* Proof of T MEDICALEQUIPMENT

o708 STAPLES  STEAMBOAT SPAING CO

payme nt : OFFICE SUPPLIES *

. Total of New Activity for RN~ - 75.49
provided Skl emaran s M DU

et

* Need itemized
receipt stating
specific good(s)
purchased




Necessary Documentation
(cont.)

Travel Expenditures (e.g., mileage, lodging,
meals)

Need detailed travel log including start and end
addresses and purpose of trip for mileage expenses

Must provide complete, detailed bill, invoice, or
receipts (i.e., detailed meal receipt, final hotel invoice
showing paid in full, actual airline ticket and baggage
fee receipts)

Also need explanation if travel was solely for benéfit
of this contract or if cost should be allocated between
or among various contracts




Example of Documentation
for TraveIExpense

ing Parkmgﬁ

Good: s N e # il 1 __M_"EEH@: Missing:

- Lists start & end | M Il - No receipts

locations with R BT T I (o meal

accurate mileage w{,mm l,._. g omgmn L ~ ourchases

* Agendas for fifé?f,i*u* I ™ 177 N N NS N R T

meetings attended B L R M Rl - | ists travel

provided " fff&mm S e B N B R L, o ficr date of
ST e o Lt Sl 2pproval

» Contains e e e P R R S M signatures

signature

» Contains
approval signature
by supervisor




Example of Documentation
for Travel Expense

Sood: — . Missing:
| . : gj '!' o fﬁcw}sw L{t,{‘{ {;’}@\ ‘ afe : ’rv P

e Lists start & end [JERSEIREEETEEAE 2;{;355 Lo L « Does not
locations with o9l ,:;iﬁﬁmiﬁsw T Facthuls bouty contain
accurate mileage  .§, e — | approval

. — signature by
» Describes I _ _ supervisor
purpose of each ' - | |
trip

» Contains
employee’s
signature

Total Miles 98‘}. 5@

. Amount of reimbursement
~ Total Miles X$30= O §53S




Example of Documentation
for Travel Expense

Good:

* Payment request
form lists all
purchases by
subject

* Form contains
employee’s
signature and
approval signature
of supervisor

* Detailed receipts to
support
expenditures
included with
payment request
form

(RIS R
B

; CE-470 PURLIG v
I GHWAY CAUTHORITY
" E470-Tol lway
. Plaza b-

4 LANE: 26 OPERATOR: 2018

i please come again.
ore Manager:Maria Lopez

3707 N HARBOR DRIVE

- TOLL BECELRT SAN DIEGO, CA 92102

TRANSACTHON: 827199 THANE YOU
. 07/07/08 11:42150 Wi DONALD’S SD AIRPO  TEL# (618)260-3020
i $2 o 1vosirin0s
CLASS  TDLL  PAYMENT STOE 146

Order #374 EAT IN
1.2 GHOBURGER MEAL e

1450 C

EAT IN-TAX

£ASH TENDERED

Missing:

* Internet
service
rounded up,
not actual cost

* One meal
receipt was
total only (no
detail of food
or drink
purchased)




Necessary Documentation
(cont.)

Gift Card Purchases

Must provide detailed receipt showing quantity of gift
cards purchased and the amounts on each card

SDAs must maintain documentation tracking the
iInventory and distribution of the gift cards (including
which specific card was given to which specific
recipient and the reason for giving the card)

NOTE: Unless all of the gift cards are properly
distributed by the end of the contract period,
reimbursement for the cards would not be-allowable




Calculating a Pro-Rata Share




Pro-rata Share gﬁ?
A\

If the contract pays only a portion of any
expenditure OR if the expenditure benefits
more than one contract or program, the
grantee needs to calculate the proper pro-
rata share to be paid by the contract

Contractors need to provide an explanation
of that pro-rata share with all reimbursement
requests




Examples of Pro-rata Share

Calculations

Employee’s hours worked on grant
versus total hours worked for the
organization

This could be applied to payroll (including

holiday and vacation pay), fringe benefits,
office supplies for that particular employee




Examples of Pro-rata Share
Calculations

Actual expenses related to grant versus total
actual expenses for entire organization
This could be applied to expenditures such as

rent, phone, copy/printing costs, and office
supplies for the entire organization




Examples of Pro-rata Share
Calculations

Costs allocated based upon the number of
FTEs per grant
This could be applied to expenditures such as

rent, phone, copy/printing costs, and office
supplies for the entire organization




Conclusion




Summary

Carefully analyze all expenditures for
compliance with contract terms and OMB
Circular A-122 cost principles

Provide all necessary supporting

documentation for monthly reimbursement
requests (reimbursement request forms,
Invoices, receipts, personnel activity reports,
pro-rata share calculations and

explanations, etc.). 4{/“7




Please submit any questions to:

Leslie Bulicz, Associate Becca Lembke, Auditor
Director CDHS Division of CDHS Audit Division
Child Care 303-866-7333
303-866-4556




