Department of Housing and Community Development

Community Development Block Grant Program (CDBG)

GRANTEE MONITORING:

14.  Financial Management Checklist

	Grantee:
	  

	Contract #:
	  


	CDBG Rep.:
	  

	Monitoring Date(s):
	  



A. CASH RECEIPTS
Purpose:
To determine whether the grantee has a generally accepted accounting procedures to account for CDBG funds.

	1.
	Are CDBG cash receipts accounted for separately by grant?

Explain:


	Yes
	No
	


	2.
	Does the cash received reported to the Department agree with the grantee's recorded cash receipts?

Explain:


	Yes
	No
	


B. CASH DISBURSEMENTS
Purpose:
To determine whether the grantee's accounting of cash disbursed complies with generally accepted accounting principals; that adequate audit trails have been established; and supporting documents are being maintained.

	1.
	Does the grantee account for CDBG expenditures separately by:
	
	
	


	a.
	Grant?
	Yes
	No
	


	b.
	Grant activity? (i.e., Rehab, Program Admin., General Admin.)

Explain:


	Yes
	No
	


	2.
	Are the audit trails in the grantee's records adequate to trace back to the source documents?

Explain:


	Yes
	No
	


	3.
	Does the cash disbursed reported to the Department agree with the grantee's records?

Explain:


	Yes
	No
	


	4.
	Answer the following questions based on your review of the grantee's expenditures:
	
	
	


	a.
	Are the expenditures being charged to the proper activities?
	Yes
	No
	


	b.
	Are they eligible CDBG costs?
	Yes
	No
	


	c.
	Are source documents maintained to support the charges?
	Yes
	No
	


	d.
	Are the costs budgeted?

Explain:


	Yes
	No
	


	5.
	If the grantee is charging an indirect cost rate to the grant, has the rate been approved by the State Controller's office?

Explain:

	Yes
	No
	


	6.
	If the grantee is charging directly allocable costs to the grant, answer the following questions:
	
	
	


	a.
	Is the method used to allocate the cost reasonable?
	Yes
	No
	


	b.
	Is the cost allocation plan supportable?
	Yes
	No
	


	c.
	Does the allocation plan distribute costs equitable for the benefits received?

Explain:


	Yes
	No
	


C. RESIDENTIAL REHABILITATION LOAN ACCOUNT

Purpose:
To determine if the residential rehabilitation loan account is being properly administered.

	1.
	Have funds in the residential rehabilitation account been used for any unauthorized purposes?

Explain:


	Yes
	No
	


	2.
	Has interest earned on the residential rehabilitation account been returned to the State?

Explain:


	Yes
	No
	


	3.
	Have unspent funds in the residential rehabilitation account been returned to the grantee's program account and used for other loans?
Explain:


	Yes
	No
	


	4.
	Have all deposits to the residential rehabilitation account been based on approved loan amounts?

Explain:


	Yes
	No
	


	5.
	Does the grantee treat the deposits to the residential rehabilitation account as a cash disbursement from the program account?

Explain:


	Yes
	No
	


	6.
	Has the required approvals of the rehabilitation work performed by a contractor been obtained prior to disbursing all funds from the residential rehabilitation loan account?

Explain:


	Yes
	No
	


D. SUBCONTRACTOR COSTS

Purpose:
To determine whether the subcontractors are properly invoicing for the services provided to the grant and whether the grantee is properly recording the costs in their books of original entry.

Secure a copy of the contract between the grantee and their subcontractor as a reference. Determine whether the subcontractor is required to substantiate any or all of the costs charged to the grant in order to be in compliance with the terms of the contract.

	1.
	Are the supporting documentation required by the terms of the contract provide by the subcontractor?
Explain:


	Yes
	No
	


	2.
	Does the subcontractor invoice CDBG charges by Grant activity (i.e., Rehab., Program Admin., General Admin., etc.)?
Explain:


	Yes
	No
	


	3.
	Does the grantee record subcontractor costs by Grant activity (i.e., Rehab., Program Admin., General Admin., etc.)?
Explain:


	Yes
	No
	


E. REPORTING THE STATUS OF CDBG FUNDS

Purpose:
To determine whether the grantee is complying with the fiscal reporting requirements of the CDBG program.

	1.
	Does the grantee maintain records that will reconcile the accrued expenditures reported to the Department to their books of original entry?

Explain:


	Yes
	No
	


	2.
	If the subcontractor prepares the financial reports submitted to the Department, does the grantee reconcile the reported amounts to their books of original entry?

Explain:


	Yes
	No
	


	3.
	Are the reports submitted within the allowable time frame?

Explain:


	Yes
	No
	


	4.
	Is program income used before requesting CDBG funds when applicable?

Explain:


	Yes
	No
	


F. CASH MANAGEMENT
Purpose:
To determine whether the grantee's cash management procedures is adequate to comply with HUD requirements.

	1.
	Has the grantee's cash balance exceeded the $5,000 limit allowed by HUD?

Explain:


	Yes
	No
	


	2.
	If the grantee has exceeded the allowable cash limit, do they have a supportable explanation for exceeding?
Explain:


	Yes
	No
	N/A


G. INTEREST INCOME

Purpose:
To determine how the grantee treats income earned from CDBG fund.

	1.
	Is interest income and/or revenue earned from CDBG funds returned to the Department at least quarterly?
Explain:


	Yes
	No
	


H. PROGRAM INCOME

Purpose:
To determine whether the grantee is properly accounting for program income earned from CDBG funds.

	1.
	Does the most recent Annual Grantee Performance report reconcile to the grantee's fiscal records?

Explain:


	Yes
	No
	


	2.
	Does the grantee account for program income earned from 1993 grants and later as program income regardless if there is a break in CDBG awards?

Explain:


	Yes
	No
	


	3.
	Does the grantee account for program income separately?

[Note: It is highly recommended that program income be accounted for separately and not be commingled with other funds.]

Explain:


	Yes
	No
	


I. INTERNAL CONTROLS

Purpose:
To report any weaknesses in the grantee's internal controls that are noted during the review.

	1.
	Are invoices reviewed and approved by a responsible party(s) prior to payment?

Explain:


	Yes
	No
	


	2.
	Has the review revealed any weaknesses in the grantee's separation of duties?

Explain:


	Yes
	No
	


J. GRANTEE'S OVERSIGHT RESPONSIBILITIES

Purpose:
To determine if the grantee is performing the required oversight of their subcontractor.

	1.
	If the grantee's contract with the subcontractor requires the reimbursement of actual costs, does the grantee monitor the subcontractor's records to ensure CDBG costs are properly accounted for and supported by source documents?

Explain:


	Yes
	No
	


	2.
	If the grantee's contract with the subcontractor is a fixed price contract, does the grantee ensure that the terms of the contract are complied with and that the invoiced amounts are prepared in accordance with the payment schedule detailed in the contract?

Explain:


	Yes
	No
	


	3.
	If the subcontractor maintains the Residential Rehabilitation Account, does the grantee perform oversight functions to ensure compliance with CDBG requirements?

Explain:


	Yes
	No
	


K. OTHER

Purpose:
To review the other areas not covered earlier in the grantee's financial management system.

	1.
	Are fiscal records required to be maintained for a minimum of 
4 years after the grant is closed?

Explain:


	Yes
	No
	


	2.
	If subcontractor audits disclose any findings for the CDBG program, does the grantee have a procedure for resolving the findings?

Explain:


	Yes
	No
	


	3.
	Are the amounts reported as match/in-kind adequately supported with the type of source documents required for other expenditures charged to the CDBG program?

Explain:


	Yes
	No
	


	4.
	Are the audit costs charged to the CDBG program properly documented?

Explain:


	Yes
	No
	


	5.
	If the audit costs are a shared cost, is the method used to determine CDBG share of the audit costs reasonable and properly supported?

Explain:


	Yes
	No
	N/A
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