
Audit Procedures Training



OverviewOverview

HistoryHistory
 CDHS has been contracting with Qualistar 

Colorado to provide child care resource and p
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 CouncilsEarly Childhood Councils.



Goals and ObjectivesGoals and Objectives

The main objectives of the resource andThe main objectives of the resource and 
referral contract are to provide 
○ resource and referral services to parents of 

hild dyoung children; and,
○ professional development services for early 

childhood professionals.p
The EC Councils are charged with 

creating locally-based, early childhood 
ff ffsystems that provide effective, efficient 

comprehensive, and high quality 
services to children and familiesservices to children and families.



Typical Contract Expenditures for 
these projects

Payroll
RentRent
Phone
P i tiPrinting expenses
Office supplies
Travel for in-state meetings
Staff professional development



Recent CDHS Audit of ChildRecent CDHS Audit of ChildRecent CDHS Audit of Child Recent CDHS Audit of Child 
Care and Development Fund Care and Development Fund 
ProgramsPrograms



Snapshot of a Recent AuditSnapshot of a Recent Audit

CDHS A dit Di i i l t d th ditCDHS Audit Division completed the audit
Audit findings included the following:

Dollars Audited Allowable 
Expenditures

Questioned 
Costs

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



Audit Standards AppliedAudit Standards Applied

Auditors compared expenditures to theAuditors compared expenditures to the 
budget and budget narrative in contract

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

Circular is available online at: 
http://www.whitehouse.gov/omb/circularp g
s_a122_2004/



Main Cost Principles in A-122Main Cost Principles in A 122

Reasonable
Necessary

Consistent
DocumentedNecessary

Prudent
Allocable

Documented
No Pre-Payment
Capital AssetsAllocable

Authorized
Capital Assets 

and Depreciation 
ExpenseExpense





Three Key Audit FindingsThree Key Audit Findings

1 No Documentation1. No Documentation
2. Insufficient Documentation
3 Unallowable Expenditures3. Unallowable Expenditures

Total Questioned CostsTotal Questioned Costs
No 

Documentation
Insufficient 

Documentation
Unallowable 
Expenditure

Total Questioned 
Costs

$90 262 00 $8 902 45 $1 520 06 $100 684 51$90,262.00 $8,902.45 $1,520.06 $100,684.51



No DocumentationNo Documentation

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

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



Insufficient DocumentationInsufficient Documentation

Although documentation was provided itAlthough documentation was provided, it 
was insufficient to allow reimbursement

All contractors need to provideAll contractors need to provide 
complete, detailed receipts and/or 
invoices for expendituresinvoices for expenditures

 If a portion of an expenditure was 
charged to the contract contractorscharged to the contract, contractors 
must provide an explanation of the pro-
rata share applied to the expenditurepp p



Unallowable ExpenditureUnallowable Expenditure
Some expenditures are not allowable 

either based upon the terms of the 
contract or cost principles of OMB 
Circular A-122

Examples:Examples:
 Purchases exceeding budget line caps
 Purchases coded under incorrect budget line Purchases coded under incorrect budget line
 Purchases for personal use (e.g., bottled water, 

catered staff lunch)
 Payment of salary exceeding actual hours 

worked





Five Considerations for All 
Expenditures
1 Review budget narrative1. Review budget narrative
2. Determine if expenditure is in 

accordance with terms of contractaccordance with terms of contract
3. Monitor budget cap
4 Analyze program(s) benefiting from4. 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 sharepp y p
5. Document expenditure properly



Review the Budget NarrativeReview 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 
th t b d t lithat budget line

Example:
 If the operating budget line is specifically for rent 

f i l ti ditexpenses, professional accounting or audit expenses 
should not be included on that line. 



Review Terms of ContractReview Terms of Contract

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

Example: 
 Does a catered lunch for staff further the provision ofDoes a catered lunch for staff further the provision of 

contracted services to local parents or child care 
providers?  



Monitor Budget CapMonitor Budget Cap

Carefully monitor each budget lineCarefully monitor each budget line 
throughout the contract period to avoid 
overspendingp g

Example:Example:
 If the payroll cap is $12,000 for the year, you 

may want to only reimburse actual expenses up 
t $1 000 th t id d l ti th f dto $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 y p y p , j
average amount)



Analyze Program(s) Benefiting 
from Expenditure
 If the contract is sole beneficiary then If the contract is sole beneficiary, then 

can charge solely to contract
 If the contract is one of multiple If the contract is one of multiple 

beneficiaries, then need to apply a pro-
rata share (i.e., each program must payrata share (i.e., each program must pay 
its fair share)

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 
b d t li i t d ith ditbudget line associated with expenditure as 
well as all detailed supporting documentation 
(e g receipts invoices)(e.g., receipts, invoices)

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





Must contain detailed description of the 
goods or services purchasedgoods or services purchased

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

Any discounts for prompt payment or 
l h t b t dvolume purchase must be reported as a 

credit or reduction of expenditures



 Dinner Receipt A  Dinner Receipt B
 Lists name and 

contact info for deli
 Lists only the total of

 Lists name and 
contact info for deli

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

 Lists specific food 
and/or drink purchased 
and the total of the 

purchased)
 Lists tip
 Contains employee’s

purchase
 Lists tip
 Contains employee’s

Not Sufficient for Sufficient for

 Contains employee s 
signature

 Contains employee s 
signature

Not Sufficient for 
Reimbursement

Sufficient for 
Reimbursement



Good Example of 
Reimbursement Request – Pt 1

Reimbursement 
Request Form 
completed and signed



Good Example of 
Reimbursement Request – Pt 2

Accompanied by 
expense detail p
describing each 
expense contained in 
each budget line

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 DocumentationNecessary Documentation

Payroll and Fringe BenefitsPayroll and Fringe Benefits
 Must provide accurate, detailed timesheets
 After-the-fact determination of the actual activity y

of the employee (no budget estimates)
 Must account for the total activity of the 

l (100% ti ti )employee (100% time reporting)
 Must be signed by employee or supervisor with 

firsthand knowledge of employee’s activitiesg p y
 Prepared at least monthly



Good Example of Personnel 
Activity Report

G d Mi iGood:

• Lists all hours 
worked on each 

Missing:

• Nothing

program

• Lists total 
hours workedhours worked

• Contains 
employee’s 
signature

• Contains 
approvalapproval 
signature by 
supervisor



Example of Insufficient 
Documentation for Payroll Exp
Good:

• Contains 
employee’s

Missing:

• Does not 
provideemployee s 

signature
provide 
specific hours 
worked on 
each program

• Statement 
describes how 
position wasposition was 
funded

• Contains no 
lapproval 

signature



Necessary Documentation 
(cont.)

Rent, Advertising, & Phone 
ExpendituresExpenditures
 Must provide complete, detailed bill or invoice
 Need proof of paymentNeed proof of payment
 Also need explanation regarding the portion of 

the bill that was charged to the contract



Example of Documentation for 
Rent Expense

GGood:

• Actual rent 
invoice is

Missing:

• Does not 
containinvoice is 

presented
contain 
approval 
signature

• Need 
explanation 
of division 
of rentof rent 
expenses 
across 
programs



Example of Insufficient 
Documentation for Rent Expense
G d Mi iGood:

• Does 
contain 

Missing:

• Rent division 
spreadsheet is 

approval 
signature

p
not sufficient for 
reimbursement

• Need actual• Need actual 
rent invoice for 
each month for 
reimbursement

• Need 
explanation of 
division of rentdivision of rent 
expenses across 
programs



Example of Documentation for 
Advertising Expense

Mi iGood:

• Actual bill 
for

Missing:

• Need complete 
advertising for 

advertising 
expenses

G t ’

g
expenses bill for 
reimbursement 
(page 1 of 2 is 
not sufficient)• Grantee’s 

payment 
request 
form 

not sufficient)

contained 
approval 
signature



Example of Documentation for 
Phone Expense

Mi iGood:

• Actual bill 
for phone

Missing:

• Need complete 
phone bill for for phone 

expenses
p
reimbursement

• Need 
explanation ofexplanation of 
division of phone 
expenses across 
programs



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 p rchase of alcohol ith State or NOTE: The purchase of alcohol with State or 

Federal funds is prohibited



Good Example of Documentation 
for Meal Expense

G Mi iGood:

• Actual 
receipt is

Missing:

• Nothing
receipt is 
presented

• Receipt 
li t f dlists food 
and/or drink 
purchased

• Receipt 
marked to 
clearly 
indicate dayindicate day 
and meal 
purchased



Good Example of Documentation 
for Group Meal Expense

Good: Missing:Good:

• Actual receipt is 
presented

Missing:

• Nothing

• Receipt lists food 
and/or drink 
purchasedpurchased

• Employee’s meal 
circled and no 

l h l h d talcohol charged to 
contract

• Receipt marked p
to clearly indicate 
day and meal 
purchased



Example of Insufficient 
Documentation for Meal Exp

Good: Missing:Good:

• Actual receipt is 
presented

Missing:

• Detailed 
receipt 

• Receipt marked 
to clearly indicate 
day and meal

listing food 
and/or drink 
purchased

day and meal 
purchased • This 

receipt only 
provides the 
t t l f thtotal of the 
purchase



Necessary Documentation 
(cont.)
Meeting ExpendituresMeeting Expenditures

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

 Need list of attendees and their associated 
organization

 Al d ti d d l ti f Also need meeting agenda and explanation of 
how the meeting fulfills the objectives of the 
contract



Example of Documentation for 
Meeting Expense

Good: Missing:Good:

• Actual receipt is 
presented

Missing:

• Agenda from 
training

• Receipt lists food 
and/or drink 
purchased

• List of 
attendees and 
their respectivepurchased

• Payment request 
form states 

h d f

their respective 
organizations

purchased for 
training meeting



Necessary Documentation 
(cont.)
Training ExpendituresTraining Expenditures

 Must provide confirmation of registration and 
payment for all attendees

 Also need training agenda



Example of Documentation 
for Training Expense

Good: Missing:Good:

• Provided training 
overview and 

Missing:

• Nothing

registration form

• Registration 
confirmation wasconfirmation was 
provided

• Payment request 
f h lform has approval 
signature

• Proof of payment p y
was provided



Necessary Documentation 
(cont.)
Miscellaneous Expenditures (e g officeMiscellaneous Expenditures (e.g., office 

supplies, postage, groceries)
 Must provide complete, detailed bill, invoice, or p p , , ,

receipt
 Need explanation regarding how good or 

i h d d t f lfill thservice purchased was used to fulfill the 
objectives of the contract

 Also need explanation regarding the portion ofAlso need explanation regarding the portion of 
the bill that was charged to the contract to 
ensure contract is only paying its fair share



Example of Documentation 
for Misc. Expense

Good: Missing:Good:

• Detailed 
receipt listing 

Missing:

• Need 
explanation of 

item purchased why this 
purchase was 
solely charged 
to contractto contract 
(was the 
contract the 
sole 
b fi i fbeneficiary of 
this purchase)



Example of Documentation 
for Misc. Expense

Good: Missing:Good:

• Detailed 
receipt listing 

Missing:

• Need explanation 
of how these items 

items purchased were used to fulfill 
the objectives of 
the contract

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



Example of Documentation 
for Misc. Expense

Good:

• Actual invoice 

Missing:

• Need itemized
from retailer

Need itemized 
receipt stating 
specific good(s) 
purchased



Example of Documentation 
for Misc. Expense

Good: Missing:

• Proof of 
payment 
provided

• Need itemized 
receipt stating 
specific good(s)provided 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 orMust provide complete, detailed bill, invoice, or 

receipts (i.e., detailed meal receipt, final hotel invoice 
showing paid in full, actual airline ticket and baggage 
f i t )fee receipts)

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



Example of Documentation 
for Travel Expense

Good: Missing:Good:

• Lists start & end 
locations with 

Missing:

• No receipts 
for meal 

accurate mileage

• Agendas for 
meetings attended

purchases 
provided

• Lists travelmeetings attended 
provided

• Contains 
l ’

Lists travel 
after date of 
approval 
signatures

employee’s 
signature

• Contains 
approval signature 
by supervisor



Example of Documentation 
for Travel Expense

Good: Missing:Good:

• Lists start & end 
locations with 

Missing:

• Does not 
contain 

accurate mileage

• Describes 
purpose of each

approval 
signature by 
supervisor

purpose of each 
trip

• Contains 
l ’employee’s 

signature



Example of Documentation 
for Travel Expense

Good:
Missing:

• Payment request 
form lists all 
purchases by 

Missing:

• Internet 
service y

subject

• Form contains 
employee’s

rounded up, 
not actual cost

• One mealemployee s 
signature and 
approval signature 
of supervisor

One meal 
receipt was 
total only (no 
detail of food 

d i k
• Detailed receipts to 
support 
expenditures

or drink 
purchased)

expenditures 
included with 
payment request 
form



Necessary Documentation 
(cont.)
Gift Card Purchases

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

 SDAs must maintain documentation tracking the 
inventory and distribution of the gift cards (including y g ( g
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 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





Pro-rata SharePro rata Share

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

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



Examples of Pro-rata Share 
Calculations
Employee’s hours worked on grantEmployee s hours worked on grant 

versus total hours worked for the 
organizationg
 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 organizationsupplies 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 organizationsupplies for the entire organization





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, 

t h l l ti dpro-rata share calculations and 
explanations, etc.).



Please submit any questions to:Please submit any questions to:

 Leslie Bulicz, Associate 
Director CDHS Division of 
Child Care

 Becca Lembke, Auditor 
CDHS Audit Division

 303 866 7333Child Care
 303-866-4556
 Leslie.Bulicz@state.co.us

 303-866-7333
 Rebecca.Lembke@state.

co.us

Division of Child Care Audit Division (Audit or 

@

(Program) Questions
(

Compliance) Questions


