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I o RVIS Assurance / Tax / Advisory

An Enhanced Professional Services Firm o

What's going to happen tomorrow? You can't predict the future, but you can prepare for it. To thrive in an environment that moves faster

every day, business leaders must be able to look ahead and be ready for what comes next.

That’'s where FORVIS can help. Driven by the desire to anticipate what's next in the economic landscape, our goal is to help our clients #3

be ready when the future becomes the present. We're committed to using our exceptional vision to provide each of our clients with an

Unmatched Client Experience™ that drives business forward. Provider of
| . o Single Audits

FORVIS was created by the merger of equals between BKD and DHG. We aim to carry on our respective legacies of high-touch personal

service delivered with remarkable integrity, care, and innovation—all now backed by the resources of a top 10 U.S. public accounting firm. 0) 0O ()

Forward Vision Drives Our Unmatched Client Experiences m

As a FORVIS client, you will benefit from a single organization with the enhanced capabilities of an expanded national platform,

deepened industry experience, greater resources, and innovative advisory services. Our aim is to provide assurance, tax, and 2 7 O +

advisory services that help clients succeed today while preparing them to forge ahead into a clear future.

Our eye on the future isn't exclusively directed toward our clients.

Professionals
We want our people—al every level, in every office—to be motivated 8t h 53 0+ 2 8

by engaging career paths that challenge and inspire them to Largest Partners & States + UK. & 8_8
grow personally and professionally. Our partners and staff are U.S. Firm* Principals Cayman Islands** ~O /S
the foundation of the firm, and when they have the opportunity 8

We are FORVIS—driven by a commitment to anticipating
what's ahead so our clients are ready to thrive when it arrives.

to flourish, the result is Unmatched Client Experiences. 1 0 g 5 : 7 0 0 - 72 6 O O S

Industries Team Members Markets

Client
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ARPA, IIJA and IRA

FORV/S

Federal Infrastructure Funding for State & Local Goverments
Signed in 2021 - 2022

CORONA VIRUS STATE AND LOCAL Additional emergency ARPA funding for state,

FISCAL RECOVERY FUNDS local, territorial and tribal governments
®6
egge L L egge
$350 Billion $1.2 Trillion $437 Billion
| 6]0J6] elole ®6
L] L]
$1 .9 Trllllon INFRASTRUCTURE INVESTMENT INFLATION REDUCTION
AMERICAN RESCUE PLAN ACT (ARPA) AND JOBS ACT ACT (IRA)
o o -
Federal Stimulus Bill to aid public health and economic Federal legislation investing in state Federal legislation to accelerate
recovery from the COVID-19 pandemic and local infrastructure clean energy & carbon
neutrality commitments in state
@TheAtlas4Cities and local governments
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ARPA — SLFRF
S3508B

Replace lost public sector
revenue

Respond to the far-reaching
public health and negative
impacts of the pandemic

Provide premium pay for
essential workers

Invest in water, sewer, and
broadband infrastructure

SLFRF provides substantial flexibility
for each jurisdiction to meet local
needs within these four separate
eligible use categories

FORV/S

As of September 30, 2022, SLFRF resources have been used for...
1. Investing in Housing

$14.2 billion budgeted for over 1,800 fiscal mAm
recovery projects focused on housing, a 16%

increase in the number of projects since the last
reporting period.

2. Supporting Workers
O O Over 3,200 individual projects and $10.3 billion
. “ dedicated to worker support and premium pay
to 1.2 million workers.

3. Stimulating Local Economic

Growth through Small Businesses D re

Over 950 small business projects with over $4 billion
budgeted.

in Key Infrastructure

P
O ‘?“ 4. Make Transformative Investments

2,500 governments pursuing over 6,000 infrastructure
projects, budgeting over $21 billion, an increase of 5%
since the last reporting period.

5. Responding to Public Health Needs

More than 1,400 governments are undertaking over 4,700
individual projects in this area, budgeting more than $11 billion.



IIJA - State & Local Governments

What's in it for State & Local Goverments?
Infrastructure Investment and Jobs Act

T

.
$2488B . . . . 2
Transportation $65B $65B $55B s4a7B $21B
Broadband Power Water Climate & Legacy
Road & Bridges $110B Expansion Infrastructure Infrastructure Cyber Pollution
Rail s66B Resilience

Public Transit $39B

Airports $S25B

Ports & Waterways $17B

Safety S11B

Electric Buses $7.5B

EV Chargers $7.5B
Reconnecting Communities S1B

@TheAtlas4Cities
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IRA - State & Local Governments

Available Grant Funds for State & Local Governments

Amount Descripticon Aaminiztrating Agency
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Internal Controls
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Goals of Internal Controls

= Efficient and Effective operations
= Reporting that is reliable both internally and externally
= Compliance
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What are the Requirements of Internal

Controls? (=

200.303 — A non-federal entity must:

» Establish and maintain effective internal control over federal awards
= Comply with laws and terms and conditions of award

» Evaluate (risk assessment) and monitor compliance

= Take actions when there are instances of non-compliance

= Make reasonable effort to safeguard PlI




Process vs. Internal Control €

: Internal Control over
Process (Compliance)

Compliance
e Captures data e Does not change data
e Changes data * Prevents or detects &
e Introduces errors corrects instances of
e Example: Cost is recorded in honcompliance
the general ledger as an e Cannot introduce/generate
allowable charge under the errors
provisions of the grant e Example: Review of costs

charged to grant for
allowability & agreement to
the GL

FORV/S 13
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Strong Control
Environment

FORV/S

General characteristics of satisfactory
internal control over financial reporting:

* Policies and procedures that provide for
appropriate segregation of duties to
reduce the likelihood that deliberate
fraud can occur

» Personnel qualified to perform their
assigned responsibilities

» Sound practices to be followed by
personnel in performing their duties and
functions

» A system that ensures proper
authorization and recording procedures
for financial transactions

14



Importance of Internal Controls /\

» Safeguard assets

* Protect employees

* Provide more accurate financial statements
« Compliance with laws and regulations

» Reduce risk of de-obligation of federal funds
* Reduces risk of fraud, waste and abuse




Resources for Internal Controls )

= May 2023 Compliance Supplement — Part 6
« Summary of requirements for internal control under the UG
« Background discussion on important internal control concepts
» Appendices that include illustrations of:

+ entity-wide internal controls over federal awards

+internal controls specific to each type of compliance
requirement




May 2023 Supplement — P4t} 6

= Appendix 1 - illustrative entity-wide controls over compliance for the
following components of I/C: control environment, risk assessment,
information and communication, and monitoring

 For this purpose, entity-wide controls are considered governance

controls that apply to most, if not all, types of compliance requirements
for one or more Federal programs

= Appendix 2 - provides illustrative specific controls for control activities,
the remaining component of I/C

* For this purpose, specific controls are considered operational-level
controls that apply to individual types of compliance requirements

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Procurement
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Procurement Policies & Procedures

= Written procurement policies and procedures

= 2 CFR 200.319 — “All procurement transactions for the acquisition of property or
services required under a Federal award must be conducted in a manner providing full
and open competition consistent with the standards of this section and § 200.320.”

= Non-competitive procurement can only be awarded if certain conditions apply
per 2 CFR 200.320 (i.e., under micro-purchases limit, single source, public
exigency or emergency, ‘federal awarding agency authorlzes or competltlon IS
determined inadequate)

» Relationship with Grantor (i.e., Subrecipient, Beneficiary, Contractor)
= Agreements include language for compliance with federal regulations
= Written solicitation process to include evaluation committee

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Specific Considerations for Construction

* Approval of budget revisions ( crr 200.308)
* Include value engineering clauses in contracts (2crr 20031s)

» Sealed bids are the preferred method for construction
procu rement ¢ crr 200.320)

e Compliance with the Davis-Bacon Act (2 CFR Appendix Il to Part 200)

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




A
Build America, Buy America Act (BABA)

* |ncluded as part of the IIJA
* |ncentivizes use of American made products and services
= Applies to:

* [ron and Steel used in infrastructure projects

* 55% of the components for manufactured products must be
produced in USA

e Construction Materials

FO RVIS Sourced from GFOA and White House Guidance 5




Risk
Assessments &
Subrecipient
Monitoring
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Risk Assessments

= Non-federal entities must review and measure the risks they face as it
seeks to achieve its goals and objectives

» Perform a risk assessment of your own entity as well as that of your
subrecipients

= Do you have written policies and procedures?

= Are both the non-federal entities staff and all subrecipients
knowledgeable about rules, regulations and requirements

= Are accounting records up to date? Are expenses being coded to the
proper account?




Subrecipient Monitoring &

= Required to assess, mitigate and prevent the risk of fraud, waste
and abuse

= Review payment and reimbursement requests
= Review expenditures and supporting backup documentation
» Perform desk and on-site reviews

= Review prior single audits

= Capacity of subrecipient to manage award




Subrecipient Monitoring Q

= Control Objectives

* Provide reasonable assurance that federal award information and compliance
requirements are identified to subrecipients, subrecipient activities are monitored,
subrecipient audit findings are resolved, and the impact of any subrecipient
noncompliance on the pass-through entity is evaluated.

» Pass-through entity should perform procedures to provide reasonable assurance that
the subrecipient obtained required audits and takes appropriate corrective action on
audit findings.

= Control Examples
» Monitoring receipt of, and review of, subrecipient audit reports

» Review of agreements/contracts with subrecipient by management for inclusion of
required communications

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Subrecipient Monitoring Q

= Common Control Findings and Exceptions
 Failure to perform risk assessments for preexisting subrecipients

» Lack of policies and procedures for monitoring and reviewing subrecipient's
operational and financial control to ensure effective management of the program.

* No evidence of review performed on the invoices submitted by the subrecipient.

= Additional items for consideration
« Cash management — Cash reports submitted by subrecipients
« Eligibility — Subawards were only made to eligible subrecipients

* Procurement, suspension & debarment — Checking that a subrecipient is not
suspended or debarred




Single Audit
Preparation
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Single Audit
Preparation

L

FORV/S

Compliance Requirements & Related
Controls

Six of the Most Frequently Direct &
Material Compliance Requirements
Tested

29



Compliance Requirements vs. Internw

Compliance

= Compliance

* The requirements listed in the
compliance supplement (ex.
allowable costs, eligibility, etc.)

 Things that are required to be
done per the compliance
supplement/grant agreement

Internal Controls

» Controls in place to make sure
each compliance requirement
IS met (ex. adequate
segregation of duties in review
and authorization of costs,
computations checked for
accuracy, etc.)

» Designed to prevent or detect
and correct instances of
noncompliance timely

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




A
What the Auditors are Looking For

= Compliance = Internal Controls
* Whether you did what you » Whether controls are effective
were required to do (complied and operating as designed
with the compliance +Tip: Provide evidence that
requirements) controls are in place

(through sign offs that 2
or more people were
involved with key
controls)

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Activities Allowed or Unallowed and Allowable

Costs/Cost Principles | )

Control Objectives

* Provide reasonable assurance that the costs of goods and services
charged to federal awards are allowable and in accordance with the
applicable cost principles.

Control Examples
« Manager must sign off on invoice to indicate approval of expenditure
 Training programs for grant staff

lllustrative Specific Controls May 2023 Compliance Supplement Part 6 —
Appendix 2




Activities Allowed or Unallowed & Allowable

Costs/Cost Principles | )

= Common Control Findings and Exceptions

» Absence of evidence of review and approval of payroll (timesheets
approved by direct supervisor with knowledge of the program) and
nonpayroll expenditures (invoices).

» QOral representation that you performed review of the transactions is
not audit evidence of control.

= Unreconciled SEFA is an indication of control deficiency over SEFA

preparation and potentially an activities allowed or unallowable
finding

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Cash Management <«

= Control Objectives

* Provide reasonable assurance that the draw down of federal cash is
only for immediate needs and recipients limit payments to subrecipients
to immediate cash needs.

= Control Examples
 Manager must approve cash draw
* Draw requests prepared by grants clerk and approved by director
» Review of budget to actual GL

= |[llustrative Specific Controls May 2023 Compliance Supplement Part 6 —
Appendix 2




Cash Management &;

= Common Control Findings and Exceptions

» Absence of policies and procedures to comply with the cash
management requirement.

 Auditee used personal email address when completing drawdowns

* Absence of evidence of review and approval of request for
reimbursement.

» Consider cash management requirements for subrecipients




Period of
Performance

©

FORV/S

Control Objectives

* Provide reasonable assurance that
federal funds are used only during the
authorized period of availability.

Control Examples

* Manager must review expenditures
immediately before and after grant cut-
off date to ensure compliance

« Manager approval of expenditures to
ensure it is within period of
performance

lllustrative Specific Controls May 2023
Compliance Supplement Part 6 —
Appendix 2

36



Period of
Performance

©
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Common Control Findings and
Exceptions

» Lack of process/control over review
of expenditures on the SEFA
schedule and matching it up to the
point of purchase of the respective
grants/contracts.

Oral representation that you
performed review of the transactions
is not audit evidence of control.

37



Procurement, Suspension & Debarment

=  Control Objectives

* Provide reasonable assurance that procurement of goods and services are made in
compliance with the provisions of the A-102 Common Rule, OMB Circular A-110 or Uniform
Guidance as applicable, and that covered transactions (as defined in the suspension and
debarment common rule) are not made with a debarred or suspended party.

= Control Examples

* Formalized Procurement Policy

. ]Ic\_/llaintain a screenshot or printout of the System for Award Management (SAM) exclusions in

ile

» Maintain a federal award checklist with formal documentation of such review & other award
related information

* On a rotating basis, select federal award transactions to verify item aligns with procurement
policy & contractor/vendor was reviewed for suspension/debarment

FORV/ a8
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Procurement, Suspension & Debarment

= Common Control Findings and Exceptions

* Did not have an updated policies and procedures to comply with the Uniform
Guidance standards.

 Did not maintain a written policy regarding conflict of interest that addresses how
employees with conflicts should be excluded from the procurement process.

* Using higher thresholds when compared to entity’s procurement policy (if thresholds
in the procurement policy are lower than what is allowed per the UG then the
organization is required to adhere to lower thresholds).

» Absence of evidence of approval for procurement decisions.
» Disbursements were made before the actual contract was signed.

= Contract procurement vs sub-recipient monitoring and management.

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Reporting

= Common Control Findings and Exceptions

» Absence of evidence of review and approval prior to reports being
submitted to the federal grantor(s) and/or pass-through entities.

»= Oral representation that you performed review of the transactions is
not audit evidence of control.

= Failure to file the required reports and/or "after the fact submission"
can be indicator of control issues.

= Unreconciled and/or incomplete supporting documentation can be
indicator of control issues.

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Tips to Avoiding
Single Audit
Findings
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Recommendations

= Train staff involved with federal procurements

= Verify suspension and debarment before you contract

= Use your own documented procurement procedures

» Maintain written standards of conduct

= Follow the most restrictive of your local, state or federal laws

» Justify sole source contracts

» Perform a price or cost analysis

» Perform due diligence when relying on a project manager or consultant

= Follow all applicable requirement for prevailing wages (public works projects)
= Document your procurement steps

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Grant Fraud &
Responsibilities
of Recipients
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Responsibilities of Award Recipients

= Grant recipients are stewards of federal funds
= Grant dollars must be used for their intended purpose

» Grant recipients must account for costs and justify expenses




Common Types of Grant Fraud and Misuse

= Conflict of Interest

= Failure to properly support the use of award funds
* Theft

» [ntentional misrepresentation

= \Waste




Examples of Grant Fraud

= Charging personal expenses as business expenses against the grant

= Charging for costs which have not been incurred or are not attributable to
the grant

= Charging for inflated labor costs or hours, or categories of labor which
have not been incurred (e.q., fictitious employees, contractors or
consultants)

» Falsifying information in grant applications or contract proposals
= Billing more than one grant contract for the same work

» Falsifying test results or other data




Examples of Grant Fraud

= Substituting approved materials with unauthorized products

= Misrepresenting a project’s status to continue to receive government
funds

= Charging higher rates than those stated or negotiated for in the bid
or contract

* |nfluencing government employees to award a grant or contract to a
particular company, family member, or friend




Example: Conflict of Interest

Background Possible Fraud Indicator Scheme Identified m

In reviewing use of ESSER Research indicated the
funds by Local Educational  Director of the subrecipient
Agencies (LEA), identified a  LEA was also a board
transaction of concern member, member of
management and owner of
a consulting firm with which
the LEA intended to
contract for services

FORV/S
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Potential conflict of interest

Director refused to provide
requested information and
instead sought outside
support. We consulted with
the US Department of
Education and they agreed
that the transaction should
be denied

48




Example: Fraudulent Activities on a Grant

Funded Project
Background | Possible Fraud Indicator | Scheme Identified __ [Result

An individual was tasked Circumvention of the Individual stole over 240-month prison sentence
with purchasing equipment established procurement $100,000 by directing
using a federal award process and vendor contracts to bogus
complaints companies that he
established

FORV/ 40
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Example: Theft

Background Possible Fraud Indicator Scheme Identified m

A local government Unsuccessful program, lack  Funds were diverted to pay 36-month and 66-month
received $2.7 million in of internal controls, and for a wedding reception, prison sentence and full
federal award funds to unexplained income building construction, restitution
assist under-privileged plasma TV, and personal
children credit card bill, with an

estimated total loss of

$450,000

FORV/S 50
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Example: Mismanagement of grant funds due
to failure to properly support use of funds

Background Possible Mismanagement
Indicator

A recipient received funds Contract for a 12-month Recipient paid the federal
for a school safety summer lease; spoiled food due to government over $300,000
program for middle and excessive purchase of to settle civil fraud

high school students perishable items; and allegations

insufficient documentation
to support a substantial
number of purchases

FORV/ 51
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Example: Waste

Background Possible Waste Indicator m

A program manager Funds should not be used
purchased laptop and to purchase overpriced
printer sets at a price that equipment due to vendor
was $650 more than the preferences

same model at other

vendors

FORV/S
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Recipient repaid funds as
the agency deemed the
$18,500 difference to be
excessive

52




Example: Abuse

Background Possible Abuse Indicator m

Tablets were purchased for  Monitoring had not Recipient repaid the federal
program staff to use in occurred during the life of  government for the
monitoring after school the project, while tablets purchase of the 15 tablets
programs were filled with game

applications, personal
documents, videos and
music

FORV/S 55
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Thank you!

Greg.Miller@forvis.com
Darshana.Shyamsunder@forvis.com
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The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and analysis of industry information and legal authorities. Such analysis
and conclusions should not be deemed opinions or conclusions by FORVIS or the author(s) as to any individual situation as situations are fact specific. The reader should perform its own analysis and form
its own conclusions regarding any specific situation. Further, the author(s) conclusions may be revised without notice with or without changes in industry information and legal authorities.
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