)
{ A\
Npprion

>
Ly

“Loppen’

African Development Foundation
Financial Assessment Review Questionnaire

Country:

Applicant Organization Name:

Project Name:

Brief description of the
project:

Date of Review:

Names and Positions of Persons
I nterviewed:

Location of Review:

Name, Title, and Organization of
person conducting review:

USADF Country Representative:

Partner Finance Officer:

USADF Regional Program
Coordinator:




A. General

1. Provide abrief description of the project and explain what the USADF grant will be
used for.

Obtain an organization chart of the project and attach it to this questionnaire. If the
organization chart was submitted with other project documents, attach it to the
guestionnaire aswell. If it isnot possible to obtain an organization chart, create one
during theinterview. Clearly show the project personnel with titles and the
reporting relationships. Highlight the department that will be directly responsible for
the implementation of the project.

2. Doesthe organization have audited financial statements? If yes, obtain a copy of the
most recent and provide it with this questionnaire. If not, are unaudited financial
statements available for the previous year?

3. Isthere an accounting/bookkeeping function within the organization?

If not, determine whether the organization has enough of afinancial management
system to warrant continuing the questionnaire.
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B. Key Financial Personnel

In the table below are key financial functions. Indicate who performs each function.
If no one performsthe function, be sureto indicate that. Add any functions
performed that are not listed below. Keep thischart with you asyou complete the
rest of the questionnaire. You will need to compar e what you observein the
processes you will review with the assignment of personnel, documented below.

Responsibility Function Name Title Qualifications | Supervised
Type (Education by

and/or
Experience

Recelving cash and | Custody

checks

Making bank Custody

deposits

Posting cash Recording

received in Cash

Journal

Ordering goods Custody

and services

Approving orders | Authorizing

for goods and

services

Ensuring Custody

goods/services

received against

invoices

Approving Authorizing

invoices for

payment

Preparing check or | Custody

cash disbursements

Signing checks Authorizing

Posting cash Recording

disbursed in Cash

Journal

Preparing bank Recording

reconciliations

Reviewing bank Authorizing

reconciliations

Updating the Recording

general ledger

Preparing USADF | Recording

financial reports

Disbursing petty Custody

cash
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Reconciling petty | Recording
cash

Reviewing Authorizing
reconciliation

Approving Authorizing
timesheets

Preparing payroll Custody
from timesheets or
other input

Approving payroll | Authorizing

Preparing payroll Custody
checks

Distributing pay Custody
checks

Reconciling Authorizing

payroll to
timesheets

Updating payroll Recording
registers and the
general ledger

C. Separation of Duties

One of the most important internal control principlesis separation of duties. This
means that, ideally, the following three functions should be assigned to different
people: authorizing transactions, r ecor ding transactions, and maintaining custody
of assets.

Arethe financial duties (as described above) separated so that no one individual is
responsible for all three of the functionsin processing atransaction? If not, isthe
management review process thorough enough to act as a control over thisindividual ?
Provide your assessment of the adequacy of separation of duties and make
recommendations as appropriatein the Follow Up Plan.

Assessment of Separation of Duties:
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If any of the personnel listed above need additional training to perform his/her job,
complete the chart below:

Name of Employee

Position

Type of training
needed

Comments

D. Cash Management — This section deals with cash management. “Cash” means both

cash and checks. Please respond to all questions and provide a detailed narrative
where requested.

Banking information and practices

1. List the bank accounts the organization maintains. For each account, indicate the
type of account and what the account isfor. The applicant must open a separate
account for the funds from USADF. What type of account will the applicant open?

2. For checking accounts, where are unused, voided or returned checks stored?
Who has access? Do you believe they are properly secured?

3. Asktoreview a sample bank reconciliation. Look to seeif reconciliations are
current. Look for evidence that the bank reconciliation has been reviewed by senior
management. Document how reconciling items are handled.
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Cash Receipts

Receiving cash is a process that begins with the collection of cash and checks,
proceeds to the deposit of funds in a bank account and ends with the reconciliation of
cash in the bank to internal records. Select a check receipt and a cash receipt from
the applicant’srecords. Trace each transaction from the actual receipt to the
posting in the accounting records and to the bank reconciliation. In the space
provided, write a narrative that describes the entire process. Start at the beginning
and document the steps of the processin order. Be thorough! Highlight both
strengths and weaknesses in what you observe. Consider the following questions as
you write the narrative, but do not ssmply answer the questions.

Does the organization receive payments for salesin cash, by check or both? Isa
receipt voucher signed by the person who makes the payment? How often are
receipts of cash and checks deposited into the bank? Describe how cash and checks
are batched for deposit and then taken to the bank for deposit. BE SURE TO
ANSWER THE QUESTION, HOW DO WE KNOW THAT ALL
CASH/CHECKSRECEIVED ARE ACCOUNTED FOR

Cash receipts process:

Check receipt process:
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Cash Dishursements

The cash disbursement process begins with arequest for payment (an invoice, for
example) and ends with the reconciliation of the bank statement to internal records.
The process will be different if the payment is made in cash vs. by check.

Ask to see one sample disbursement made in cash (not petty cash) and one made by
check. Trace each disbursement from the invoice (or other request for payment),
through the approval process, the posting in the accounting records and the
reconciliation on the bank statement. Describein detail what you see. Highlight
both strengths and weaknesses in what you observe. Consider the following questions
as you write your description. Do not ssimply answer the questions below. Ask any
additional questions you need to ask to under stand the process so you can
document it clearly.

a. Wasthere supporting documentation, such as an invoice, for the
disbursement?

b. Wasthere evidence that the disbursement had been properly approved?

c. Areprenumbered payment vouchers used? Use of prenumbered vouchersisa
good internal control to prevent unauthorized payments from being made.

d. Wasit possible to trace the request for disbursement to the actual payment,

that is, a check stub, check copy, or a payment voucher for a cash payment?

|'s supporting documentation marked “PAID” to prevent duplicate payment?

Who will be responsible for approving expenses and signing checks?

How many signatures will be required on checks?

Are most expenditures paid by check?

Does the organization ever make checks out to “Cash” or “Bearer”? If o,

under what circumstances and in what amounts?

j. Areblank checksever signed? If so, under what circumstances?

— Q™o

Description of disbursement by cash:
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Description of disbursement by check:

Petty Cash

A good petty cash system has controls that ensure that cash is not lost or stolen. The
petty cash fund should have a predetermined maximum amount, and management
should ensure that the petty cash fund is reconciled on aregular basis. The person
who controls the petty cash fund is responsible for any errors.

In this section, you will document the petty cash system. Include in your answer the
following information.

a

b.

C.

d.

What is the imprest petty cash maximum amount?

Who keeps petty cash?

What kinds of expenses are paid and what documentation is obtained to support
payments?

How often are petty cash payment vouchers reconciled to cash on hand? Are
surprise counts made, and if so, by whom?

How are petty cash advances tracked to ensure that they are appropriately
accounted for and documented?

What is the maximum amount that can be disbursed at one time from petty cash?
How is any difference in the amount advanced and actually paid resolved? How
often is petty cash replenished?

Description of petty cash system:
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Payroll — A good payroll system ensures that personnel rolls are correct and up-to-
date, time and attendance records are current and accurate, only people who work are
paid, the people who work are paid the correct amount, and all required taxes and
benefit payments are withheld and paid to the proper authorities.

In this section you will document the applicant’s payroll system. Select an employee
and trace the payroll system from the submission of time worked to the payment to
the employee. Highlight both strengths and weaknesses in the applicant’ s systems.
Consider the following questions in your write up of the payroll process.

1. Ask toview payroll records. Determine the following:
a. How is attendance of workers and employees kept?
b. How are the number of hours worked recorded?
c. How are absences handled?
d. How does the entity ensure that workers are paid only for the time worked?

2. Determine how workers and employees are paid, that isin cash, by check, by
direct deposit. Determine the following:
a. How doesthe entity ensure that only existing employees are paid?
b. Do employeessign for their pay?
c. What happens to the payment if an employee does not pick up his/her pay?

3. Isthe organization required to comply with government tax withholding
regulations? If so, isthe organization complying and transferring the withholdings
to the proper authorities on atimely basis? If not, explain.

Description of payroll process:
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E. Books, Recordkeeping and Recording Transactions

In this section, you will assess the adequacy of the applicant’s financial
recordkeeping abilities. Maintaining current, accurate and adequate books and
ledgers of financia transactionsis essential for financial reporting. In addition,
written procedures are important to ensure that employees understand their
responsibilities.

Now that you have reviewed the applicant’ s cash management system, comment on
the books and records you observed. That is, you should already have a good idea of
the books and records the applicant maintains because you have thoroughly reviewed
their processes. Now you should focus on what you saw in relation to the applicant’s
recordkeeping.

Below are examples of the kinds of books and ledgers the applicant might keep.
Provide ACTUAL NAMES of the books and records used.

Reviewed? (Y/N) Date of |ast entry

a. General Ledger

b. Cash receipts/disbursements ledger
c. Bank book

d. Petty cash book

e

. Payroll register

Describe the types of books and records the applicant maintains. Assess the adequacy
of them. Recommend improvements as needed.
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Narrative of books and records:

Does the organization have written procedures that describe the:
Recording of transactions

Chart of Accounts

Authorization and approval necessary for financial transactions
Purchasing procedures

Travel policy

Maintenance of records

S0 Q0T

Conclusion on written procedures:

Does the accounting system have the capability to segregate the revenue and
expenditures separately by award/contract/fund? Explain how the grantee will keep
separate accounting information for the USADF grant:
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F. Conclusions and Recommendations
Financial Assessment Conclusion
Please check the one that applies:
FULL CERTIFICATION
No or only minor changes recommended in the applicant’s

management and financial systems. The applicant has a comprehensive financial
management system.

PROVISIONAL CERTIFICATION

Provisional upon implementation of the required changes, below, to
the applicant’ s management and financial systems. THIS REVIEW MUST BE
REPEATED IN MONTHS FOR FINAL CERTIFICATION.

Provide an overall assessment of the applicant’s management and financial system.
USE ASMUCH SPACE AS YOU NEED.

Prepared by:
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Title:

Reviewed and concurred by:

Name:

Title:
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Follow Up Plan for Applicantswith Provisional Certification

Completethe chart below and attach to the project paper.

For those clients that require changes or improvements to their financial management systems before they can be fully certified, provide
a comprehensive remediation plan with timelines for each element of the plan.

Recommendation Performed by Monitored by Implementation | Benefit Estimated Cost | Comments
Date
EXAMPLE: Sales | Mr. Smithfrom | Mr. Jones, By July 15, Improved $50 for One hour of
Book — the partner’s Country 200X control over | preprinted forms | training with
prenumbered, office Representative sales. bookkeeper and
three-part with sales person on
distribution to how to use the
customer, forms properly
accounting and
warehouse.
Technical TBD Country Rep September 30, | Functional $100 for a2-day | Must be certified
assistancein 200X petty cash effort when the
establishing a system with questionnaireis
proper petty cash proper administered
system controls again.




