Audits

A necessary evil




Terminology

» Cash vs. Accrual

» Unrestricted vs. Restricted

» Unobligated vs Unallocated

» Obligations vs Accruals

» Unearned Revenue/Deferred Inflow

» Financial Audit vs. Program Monitoring
» Direct vs Indirect Charges




Financial Statements

» Balance Sheet/Statement of Net Position

> Financial position at a certain point in time. What
you own and what you owe.

> Very static, timing is critical
- Assets (what you own or are due)
- Liabilities (what you owe or required to pay)




Financial Statement cont.

» Income Statement/Statement of Revenue &
Expenses/Statement of Activities
> Money in and out.

- Helpful if it compares to approved budget for
period.

- Revenues-lncome/ Incoming grant receipts

- Expenses-Expenditures/costs associated with grant
programs




Financial Reports vs Grant Reports

FEDERAL FiMAMCLAL REPORT

sl Moo insbrecSons]

Ay sne! Chgmeiie sl ooal S e e [#. Foders Srantor Gl ldmedyirm Mornbar canisned by fooeal saensy FaLo [Ty
1 et = Subrmathas T e mipeierl rmadb o reErds, use R Srach e Snt 1
Sramnsnreen eSS W S W e 1
i
. - | pog

it rparizetar (MMecne ared caoseplesle o

sl o Feckens Plrresng and Dooclapmmand £
- FEakDinoocg WY EENDEOEAT

Fdurnlsen Sl EBH |5. oo kT S e M Eer oe foerlifpirg Parmber L et e . Easis of ScLoenrl g
En.ceEsanla 47 o mESeet rufpEle aoants, cea FRFR ASdlschimsnl) = Causrberiy
RS = SEertrie s el
LSRN o g R 1
1 I | - Fhival Ed Casby F1 Sacezroel
T Hepartiog FParos Eod Duske -
Ta: Pkl ay, Yaar < [hAecalb, Shaw, Yener)
amErs STt EE R
aciforn= I L P TR [t
o Fene esicsgifes e rro ok Seaad oot g
imh | Ta reportmulbipla grants, alade use FER Sitaclhinsceoll: o ]
(R - Do ) -
FHebh . rearysnis - L= H
szra d de=r B rmineas B T [N B
a-re T SAOE st sesesnae fiveea
tpendifures and Unobligated Balanca: T B —
Federal iLnds auiiorizad - FCLCO.GD
rsl snece of arpArddares ) T FOCCO.DT T
ral =hore =f ardiguidesce chiigatiens ) - o .00 i
Fedsras = are jewsn ol loees o ol 17 srIEziiue.zee ~
digead Eatarces of Feoaral coicks Qirees o iricnas 1 S R B
Share: - T
CipeRrt slere e e ) - T
el st e of ssspearddnres - A ey — o
g redp sk sasre 1o se prosdces flice i =gy o _ > )
neoire: )
‘oederal pro-gram mo oS carres - LE R ]
A eeon s emoended in accordaso: with he: deducbon abtarcatve = T
BT acen e e peerdacd 1 aeea cErees a1 sl ke ealbe e lises =) - .
(=1
£ Perise Foon |Parkod To & Bate . Srnoanc Ckargad 1. —ede= Shorne -
A TR A5-TEAD S '_ N
Az w1 FEEaE. A LA )

SRR S T e T O R T T g R S A e e

T
A e R E et B S e eSSy S T e AT e

B -



Super circular Sub Part F-Audit
Requirements

Sets forth requirements for an entity to have
need of an audit.

Non-Federal Entity that expends $750,000 or

more in Federal Awards during the fiscal year

must have single or program specific audit.
Most will have single audit
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“Hey, we're government accountants.
These numbers aren’t supposed to add up.”
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Program Specific Audit

» When Federal expenditures are under one
Federal program, and Federal program

guidance does not require financial statement
audit.

- Will consist of areas of focus that the federal agency
wants audited. Typically will have a program
specific audit guide outlining the internal controls,
compliance requirements, suggested audit
procedures and audit reporting requirements.




Single Audit

» Required if expends $750,000 in Federal

Awards

- Watch expended definition if you are a recipient,
subrecipient and contractor. Contractor proceeds
are not counted in this determination.

- Example Entity A receives and fully expends USDA
Grant $200,000, DOL Grant $250,000 and EDA Project
Design Contract $500,000 for total of $950,000. They
are not subject to single audit as federal amount is
only $450,000




What to expect during Single Audit

» You are actually in control

» Knowledge is power or key to successful
audit experience.

» Be prepared, know what the auditor will ask
for and why.




Sample from Compliance

Supplement for EDA Grants

» Suggested Audit Procedures a. Verify that the
amounts recorded in the financial records include
RLF income and repayments of principal on RLF
loans. b. Ascertain that if RLF income was not
used for administrative expenses, it was added to
the RLF capital base. c. Ascertain if all funds
arising from repayments of principal on RLF
loans were made available for re-lending. d.
Verify that any “excess funds” have been
sequestered in an interest-bearing account, as
required, and that the recipient is properly
accounting for the Federal share of the interest
accruing on these funds and remitting this
amount to the U.S. Treasury.




Keys to successful experience

» Prepare the financial statements in audit
ready format.

> This includes the footnotes and schedule of federal
awards

- Have worksheets ready to support any numbers
such as fixed assets or loan loss calculations




Read the audit compliance sections for your
grant programs.

Anticipate the questions: if you can
determine the major programs have key data
ready such as Senior Companion Program
Stipends, are sure to be reviewed. So have
these general ledger accounts already
downloaded into excel file for auditor.




What is Major Program

» Auditor term-using risk based approach
including guidance from federal agency,
inherent risk of program and experience,
auditor ranks programs into large programs
with higher risk of.

» Then based upon these rankings they
determine which programs are subject to

increased scrutiny.




Final Comments

Auditor can’t be the same person who prepares the
financial statements or prepares the indirect cost
proposal or cost allocation plan. You might need to
contract with two accounting firms depending on in
house capabilities.

These are your statements and you the entity being
audited are responsible for timely audit reports,
follow up to any findings and communications with
grantor agencies. So make sure your in house staff
is competent and stays updated with regulations.




Follow procurement guidelines for CPA services.

Suggested to only contract for one year at time with
renewal options.

Then you can switch auditors when you desire and not b«
locked in.

Good idea to switch auditors on periodic basis. After a
long tenured audit contract with same audit team they ge
complacent. Can have same firm year after year but
different audit team=almost as good as new audit firm.




"“Good news: | spoke with our accounting
department — two plus two does equal five™
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Feel free to call anytime

v

» Questions??

Carol Jackson, CPA, MBA,
Carol.jackson@movrc.org

v

304-422-4993

Mid-Ohio Valley Regional
Council-Parkersburg WV

v Vv
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