DRAFT – not for general release
Northwest Area Foundation – Grants & Contracts: 

Due Diligence Checklists (July 2006)
When you are identifying organizations or people that potentially will receive a grant or contract, you will collect and review documents.  These documents will likely meet the file documentation requirements listed below.  You also may want to review the following list which will help to guide you through prudent grantee/contractor selection pre-award due diligence.
Reminder…

Give your due diligence documentation to G&C staff when you are ready to write the agreement.

	KEY DUE DILIGENCE QUESTIONS

	Grantee/contractor due diligence questions and evaluation.
Do not make a commitment until this process is completed.
Yes
No

	1

	The organization has appropriate financial capacity.  If a grant, it will not “tip” the organization out of its public charity status.
	
	

	2

	The organization has the breadth and depth of staff needed to carry out NWAF requirements, or the individual has appropriate experience and skills.
	
	

	3
	Organizational leadership has a good track record and related experience.
	
	

	4
	Governance appears to be sound. (See G&C manual for more detail.)
	
	

	5
	Management practices appear to be sound; there is a conflict of interest policy.
	
	

	6
	Individual/organization is able to meet timeline requirements.
	
	

	7
	If a grant, the purpose is to help the community, rather than to help NWAF staff.
	
	


The following items and activities will help answer the questions and document your due diligence to the file.  See G&C manual or staff for more information or clarification.
	GRANTS

	Pre-Award File Requirements – All Grants

	General Documents
(

	1
	If a competitive process took place, copies of the materials required by the RFP.
	

	2
	A copy of the signed pre-authorization form that matches or exceeds the budget included in the agreement.
	

	Financial Documents
Obtain one of the following documents; they are listed in order of preference.
(

	3
	990 report
	

	4
	Audited income statement and balance sheet
	

	5
	Unaudited income statement and balance sheet
	

	Financial Questions

Answer the following questions; provide details where requested.

	Audit
Yes
No

	6
	Are the financials audited?
	
	

	7
	If audited, was there a qualified opinion?
	
	

	Accounting method – Which accounting method was used?  Select one.
(

	8
	Cash
	

	9
	Accrual
	

	10
	GAAP or GASB
	

	Balance sheet
Yes
No

	11
	Current Ratio of 1:0?  Show here figures used (assets/liabilities)

	
	

	12
	Operating Deficit?
	
	

	13
	Are there enough liquid assets to cover all restricted funds?  Show here figures used.

	
	

	14
	If there is an IDA, are there sufficient funds to support the IDA?
	
	

	Review the income statement 
Yes
No

	15
	Three sources of revenue?
	
	

	16
	Fund raising/administration less than 30%?
	
	

	17
	Potential for tipping?
	
	

	Evidence of Public Charity Status – All Grants
Use one of the following as evidence.
(

	18
	IRS determination letter less than 3 years old.Organizations may obtain updated copies of their IRS determination letters by calling the IRS, who will fax them an updated copy of their letter within 48 hours.  Phone:  (877) 829-5500 (toll-free number).
	

	19
	A copy of a resolution or charter that gave the institution its public charity status.
	

	20
	Appearance on the BIA list of federally-recognized tribes.

	

	21
	If this is a project of a public charity, a copy of the resolution that created its project status or the memorandum of understanding between the project and its sponsor.
	

	Anti-terrorism Compliance – All Grants
(

	22
	NWAF requirement under development, to be added during fiscal 2007.
	


	Grants for Economic Development – Required.

Because grants for economic development are often linked with for-profit enterprise, additional questions are answered to assure that the agreement meets the IRC charitable purpose requirements.  Yes or no answers are not automatic determinations.  The cumulative answers should tell you whether to move forward.
Yes
No

	1
	The project targets a geographic area that is blighted or deteriorating.
	
	

	2
	The grant is targeted at businesses that have experienced difficulty in obtaining conventional financing because of the deteriorated nature of the area or because the owners are members of a disadvantaged group.
	
	

	3
	The grant is targeted at businesses that will remain or relocate to the area only if the economic development assistance is in place.
	
	

	4
	The assisted businesses provide training and jobs to unemployed or underemployed residents who are low income.
	
	

	5
	The effort is narrowly targeted to provide economic benefits to low income people.
	
	

	6
	The grantee can describe a screening method that will distinguish low income recipients of charitable assistance from those who do not qualify.
	
	

	7
	No set of individuals or businesses will reap a windfall.
	
	


	Grants for Advocacy – Required.
In addition to Grants file requirements, Grants for Advocacy need the following.
(

	1
	Annual organizational budget with amount designated for lobbying noted.

· Maximum funds that can be provided by any one foundation equals the size of the non-lobbying budget.

· If more than one grant is given over the course of one year the grants have to be added together and 
compared to the budget.
	


	Grants to Tribes – Required.

In addition to Grants file requirements, Grants to Tribes files need the following.
(

	1
	Limited waiver of sovereign authority

· Waiver is approved by proper tribal authority, usually through a resolution.

· Review the tribe’s laws and constitution prior to finalizing the agreement.

· This should be completed prior to signing the agreement.
	

	
Yes
No

	2
	Has the approval, including resolution, met the needs of the agreement?
	
	

	3
	Do tribal laws exist that require the resolution to explicitly address the limited waiver?

If not, this must be resolved prior to signing the agreement.

If they do, then this language must be included in the resolution, or else that portion of the agreement is void.
	
	

	4
	Does the resolution delegate authority for all future changes, plans and requirements in the agreement.

If not, requirements are included in the agreement.  Plans that are developed may require additional tribal resolution.  Include these activities in your planning.
	
	

	5
	Does the tribal constitution require further approvals by the Department of Interior?

If it does and the process has not taken place, the agreement can be declared void and all the work that was put into the agreement would be lost.
	
	


	Expenditure Responsibility (ER) Grants

· IF a grantee is not a public charity, a private foundation must take “responsibility” to see that the grant is “expended” for charitable purposes.

· If a private foundation makes a grant to an organization that is not a public charity and does not meet IRC expenditure responsibility requirements it can be subject to a penalty of 10 percent of the amount of the grant – IRC Code Section 4945.

· The foundation must make a reasonable investigation of the grantee to make sure that the grantee is capable of performing the charitable activity that is to be funded.

· Expenditure responsibility must be done in its entirety.  Partial completion is unacceptable.
In addition to Grants file requirements, collect the following from the grantee organization.
(

	1
	Current list of the Board of Directors
	

	2
	Overview of the organizational structure
	

	3
	Conflict of interest policy if available
	

	4
	Background on the mission and history
	


	Program-related Investments (PRIs) – Absolute Requirements
In addition to Grants file requirements, PRI files need to document the following.
(

	1
	Governance or ownership is appropriate type.
	

	2
	Regulatory oversight is appropriate and adequate.
	

	3
	Special provisions for signing and authorizing the deal can or have been completed.
	

	4
	Funding, terms, acceleration, reporting are analyzed; PRI has financial, business feasibility.
	

	5
	The PRI requested is equal to or less than 10% of the capital assets under management.
	

	6
	Net assets are at least 7% and positioned as “first loss” dollars if the loan loss reserve is depleted.  (Equity or net assets expressed as a percentage of total assets.  The indicator of percentage of total assets available as “first loss” money.)
	

	7
	Applicant has provided community development lending products for at least five years.
	

	8
	Loan loss reserves reflect historic loss patterns & adequately provide for loans on watch list.
	

	9
	Applicant is willing to be evaluated by the NWAF.
	

	10
	Applicant provides investments within the NWAF’s eight state region.
	

	11
	The product has the potential for reducing poverty or increasing long-term assets for individuals and families at or below 200% of the federal poverty level (FPL).
	

	12
	The applicant has included plans for monitoring and evaluating outcomes for the product development, refinement or replication process.
	

	Program-related Investments (PRIs)

Evaluate these factors by their cumulative impact/degree of impact.
Yes
No

	13
	Request is in line with NWAF funds available.
	
	

	14
	Staff has expertise in financing.
	
	

	15
	Collateral provided to the organization equals or exceeds the value of the loan.
	
	

	16
	Management is stable.
	
	

	17
	Conflict of interest policy in place.
	
	

	18
	Applicant has a history of serving the community that will be affected by the PRI.
	
	

	19
	Applicant has a history of serving communities with little investment.
	
	

	20
	The investment aligns with the organization’s mission.

What is its purpose?




What are its sources of capital?

What products and services does it offer?


Who are its borrowers if any?
	
	

	21
	Applicant has described a new financing product being developed or that will be replicated with the PRI.
	
	

	22
	Applicant is seeking to expand the product’s reach; the new market, location or demographic is described.
	
	

	23
	The proposed financial product will improve an area that is deteriorating.
	
	

	24
	The product has been tested.
	
	

	25
	The product is new to the market or the target population.
	
	

	26
	The funds will be focused on businesses that have experienced difficulty in obtaining conventional financing because of the deteriorated nature of the area or because the owners are members of a disadvantaged group.
	
	

	27
	The funds will be targeted toward businesses that will remain or relocate to the area only if the PRI resources are in place.
	
	

	28
	The PRI funds be used to provide training and jobs to unemployed or underemployed residents who are low income.
	
	

	29
	The effort is narrowly targeted to provide economic benefits to low income people.
	
	

	30
	Applicant can describe a screening method that will distinguish low income recipients from those who do not qualify.
	
	

	31
	No set of individuals or businesses will reap a windfall.
	
	


	CONTRACTS

	Pre-Award File Requirements – All Contracts

Files demonstrate a prudent review was completed.
(

	1
	Current resumes of all primary staff assigned to the project.
	

	2
	Background information on the organization, if an organization
	

	3
	Copies of the materials requested in the RFP.
	

	4
	Signed pre-authorization form that matches or exceeds the budget included in the contract.
	

	5
	Independent contractor assessment (wage & hour compliance).

Independent contractor status reviewed with G&C and possibly HR.  See G&C manual for more information.
	

	6
	Social Security or Tax Identification Number.

Keep these numbers confidential.  Do not request over Internet or e-mail.  Accounting holds not G&C Gifts..
	


	Pre-Award File Requirements – Venture Partner Contracts or if Venture Partner Receives the Grant directly. In addition to Contracts file requirements, Venture Partner files need the following.
(

	1
	Current Board Membership
	

	2
	Letter of Incorporation
	

	3
	By-laws
	

	4
	If tribes are part of the Venture Tribal resolutions, Tribal resolutions comply with tribal constitution requirements.  If not, this must be resolved prior to signing the agreement.
	

	5
	If sponsor arrangement, memorandum of understanding between the sponsor and the Venture.
	

	6
	Conflict of Interest Policy
May be developed during first phase.
	


	Pre-Award File Requirements – Contracts with Tribes

In addition to Contracts file requirements, Contracts with Tribes files need the following.
(

	1
	Limited waiver of sovereign authority

· Waiver is approved by proper tribal authority, usually through a resolution.

· Review the tribe’s laws and constitution prior to finalizing the agreement.

· This should be completed prior to signing the agreement.
	

	
Yes
No

	2
	Has the approval, including resolution, met the needs of the agreement?
	
	

	3
	Do tribal laws exist that require the resolution to explicitly address the limited waiver?

If not, this must be resolved prior to signing the agreement.

If they do, then this language must be included in the resolution, or else that portion of the agreement is void.
	
	

	4
	Does the resolution delegate authority for all future changes, plans and requirements in the agreement.

If not, requirements are included in the agreement.  Plans that are developed may require additional tribal resolution.  Include these activities in your planning.
	
	

	5
	Does the tribal constitution require further approvals by the Department of Interior?

If it does and the process has not taken place, the agreement can be declared void and all the work that was put into the agreement would be lost.
	
	


7/27/2006

Page 5 of 5

