CHAPTER III

FINANCIAL MANAGEMENT
I.
INTRODUCTION
Effective financial management is the heart of grant management. It must accomplish complete, effective control over and accountability for all funds, property and other assets of the CDBG program. Financial management is critical to the locality’s ability to properly administer Federal funds. The locality should meet Federal and State requirements with its existing management and financial systems. However, a need to augment your present system by developing special procedures for grant administration may exist.

Prior to implementing the grant, your community must review its financial systems to see if they meet the requirements discussed in this chapter and required by Federal and State law. Effective financial management includes the following tasks:

TASKS  A: 
Designate One Individual to Coordinate the Financial Transactions Related to the CDBG Program.


B:
Establish Standards for Grantee Financial Management System.


C:
Address Procedures and Criteria Regarding Matching Share (If Applicable).


D:
Address Program Income.


E:
Identify State and Federal Bonding and Insurance Requirements.


F:
Determine Costs Applicable to Grants and Contracts.


G:
Set Up Accounting System.


H:
Draw Down Funds.


I:
Develop Property Management Standards. 


J:
Establish Retention and Custodial Requirements for Records.


K:
Address Budget Revisions, Program Amendments, and Grant Terminations.

Other important responsibilities of financial management are discussed in other chapters or are the subject of a chapter. For example, procurement and contracting procedures is the subject of Chapter IV; assignment of grant management responsibilities, filing systems, and monitoring and reporting are tasks in Chapter I; and audits are discussed in Chapter X. Remember, financial management is the heart of grant management.
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II.
REFERENCES
*
Title I, Housing and Community Development Act of 1974, as amended, 1990.

**
Section 104 provides that financial records must allow for reviews and audits.

**
Section 105 provides that accounting principles and procedures are established to demonstrate that funds are used for eligible activities.

*
CDBG Regulations, 24 CFR 570.489(e) addresses program income.

*
Uniform Administrative Requirements for Grants and Cooperative Agreements to State and Local Governments, or the Common Rule, as adopted by the ADECA.

*
OMB Circular A-87, Cost Principles for State and Local Governments provides requirements for determining the allowable costs of programs administered by State and local governments under grants and contracts with or from the Federal government.

Contact your ADECA Program Supervisor for references not included in the Management and Implementation Manual.

III.
GRANTEE RESPONSIBILITIES
Effective financial controls are essential to grant management. Make sure your community’s present system conforms to Federal and State requirements. The following tasks will assist in meeting this responsibility.

TASK A:
DESIGNATE ONE INDIVIDUAL TO COORDINATE THE FINANCIAL TRANSACTIONS RELATED TO THE CDBG PROGRAM
This individual should serve as fiscal coordinator and approve all purchase documents, contract invoices, payroll actions, etc. related to your CDBG funds. However, this person should not perform the disbursing and recording functions associated with accounting documents and the accounting department. This approval process should be incorporated as a part of the agency’s internal controls, Task B.3.

This person might be a member of your local finance or accounting department, or a member of the county commissioner’s/mayor’s or city manager’s staff. Where a Community Development Department has been established, a Fiscal Coordinator may be designated within the department to perform these duties.

TASK B:
ESTABLISH STANDARDS FOR GRANTEE FINANCIAL MANAGEMENT SYSTEM
The Common Rule, Subpart C prescribes standards for financial management systems for grant supported activities (Exhibit III-9). Review your community’s financial management systems to make sure they provide the following:

III-2

1.
Accurate, current and complete disclosure of the financial results of each grant program according to reporting requirements established in Subpart C,  .20. Accrual basis reporting is prescribed; however, your locality is not required to establish an accrual accounting system. Instead, develop such accrual data for required reports by analyzing accounting records on hand.

2.
Records that identify adequately the source and application of funds for grant supported activities. These records must contain information pertaining to grant awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays, and income. Task G, “Set up Accounting System,” provides further discussion on preserving the audit trail.

3.
Effective control over and accountability for all funds, property, and other assets. Your systems must adequately safeguard all such assets and assure they are used solely for authorized purposes. The “Internal Control Questionnaire” is an excellent checklist for internal accounting controls of an organization. It is highly recommended that you use this questionnaire to analyze the effectiveness of your local internal accounting controls (Exhibit III-1). Task G, “Set up Accounting System,” provides information about proper accounting systems, ledgers, etc.

4.
Comparison of actual outlays with budgeted amounts for each grant. Also, relation of financial information with performance or productivity data, including the production of unit cost information whenever appropriate and required. Budgetary controls are discussed in Task G, below.

5.
Procedures to make drawdowns by the letter of credit from the ADECA. The State CDBG Intergovernmental Policy Letter Number 10, revised, “Policy on State Letter of Credit Drawdowns,” establishes drawdown procedures. These procedures are presented in Task H, below.

6.
Procedures for determining reasonableness, allowability, and allocability of costs according to the provisions of 0MB Circular A-87. Task F, below, identifies costs applicable to grants and contracts.

7.
Accounting records supported by source documentation. Refer to Task G, below, and “Source Documentation Guide” for additional information (Exhibit III-2).

8.
A systematic method to assure timely and appropriate resolution of audit findings and recommendations. 0MB Circular A-128, and Chapter X, “Audit”, as well as the ADECA audit policy discuss audit procedures.

As a recipient of CDBG funds, you must require subgrantees to adopt the standards of the Common Rule as adopted by the ADECA.

TASK C:
ADDRESS PROCEDURES AND THE CRITERIA REGARDING MATCHING SHARE (IF APPLICABLE)

If your community agreed to a grant “Matching Share” the following applies:

The Common Rule, Subpart C.24, “Matching or Cost Sharing,” establishes criteria and procedures for allowing matching (Exhibit III-9).
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When the grant application was submitted and your Chief Executive Officer executed the “Grant Agreement,” your community agreed to match the expenditures incurred in executing activities through expenditures of local funds, or the value of third party contributions.

The ADECA has established uniform policies governing the use and recordkeeping for local contributions (See Exhibit PL-3, State CDBG Intergovernmental Policy Letter Number 3, “Policy on the Use of Match in the Community Development Block Grant Program as Related to Local Man Hours and Use of Equipment”).

Failure to Meet Local Contributions
If the cash or local contributions cannot be met, your Program Supervisor should be notified immediately. The ADECA may reduce the CDBG grant so that the original local match/CDBG ratio is maintained. The grantee will also be considered to have serious program performance problems. Future eligibility for funds may be jeopardized.

NOTE: If your grant application includes ARC funds the order of expenditure is:


1.
CDBG funds.

2.
ARC funds.


No deviation in order of expenditure is allowable.

NOTE: If your grant application includes RD funds the order of expenditure is:

1.
CDBG construction funds.

2.
RD Loan.

3.
RD Grant.

Deviation may be possible in special circumstances with prior written approval of RD and the ADECA.

Recordkeeping
State CDBG Intergovernmental Policy Letter Number 3 specifies requirements for local man hours and equipment usage (labor and use of equipment). Refer to Exhibit PL-3 for detail as well as Exhibit III-6, Equipment Rental Rates Request form.

The Common Rule as adopted by the ADECA and 0MB Circular A-87 recordkeeping requirements must be kept.

TASK D:
ADDRESS PROGRAM INCOME
Program income is gross income earned by a grant recipient from grant supported activities other than interest earned on advances. Such earnings include, but are not  limited to:
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*
Proceeds from the disposition of real property.

*
Payments of principle and interest on rehabilitation loans.

*
Reimbursements to and interest from revolving loan funds.

*
Proceeds from special assessments levied to recover the cost of constructing a public work or facility to the extent such cost was paid with State CDBG funds.

*
Usage or rental fees.

The Common Rule Subpart C.25, “Program Income” and State CDBG Intergovernmental Policy Letter Number 7 establish standards and policies that govern program income (Exhibits III-9 and PL-7, respectively).

Your community must return to the State any interest earned on grant funds advanced by the State.

Exception: interest on housing rehabilitation loans and revolving loan funds, or accumulated interest less than $100.00 per twelve month period as defined by ADECA. A unit of local government may keep up to $100.00 per fiscal year for administrative costs.

Unless otherwise stated in the “Grant Agreement” or close out assessment, your community shall retain program income and use it for approved activities according to the following rules:

Program Income Received During the Grant Period
*
Accumulated program income less than $25,000 per twelve month period as defined by the ADECA may be treated as miscellaneous income. If $25,000 or over, all such income must be returned to the State.

*
Program income in the form of repayments to a revolving fund established to carry out an activity must be substantially disbursed from such fund before additional draws are made from the letter of credit for the same activity.

*
All other program income must be substantially disbursed for any approved activity before additional draws are made from the letter of credit.

*
Program income should be recorded as part of the grant program transactions.

TASK E:
IDENTIFY STATE AND FEDERAL BONDING AND INSURANCE REQUIREMENTS
State CDBG Intergovernmental Policy Letter Number 6, “Policy of Fidelity Bond Requirements” and State Intergovernmental Policy Letter No. 14, provide standards and requirements for bonding and insurance (Exhibits PL—6 and PL-14, respectively). The following must be met:
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Fidelity Bond
*
State policy reserves the right to require a fidelity bond for positions of trust having direct or indirect access to CDBG cash, securities, or other assets convertible to cash.

*
The cost of a fidelity bond is an eligible CDBG expenditure. However, if bonding is obtained for the entire workforce of the community only a pro rata share is allowable for CDBG.

Insurance Requirements for Cash Depositories
*
CDBG funds must be deposited in a bank with Federal Deposit Insurance Corporation (FDIC) insurance coverage. (State Policy Letter No. 14,


Exhibit PL-14.)

*
Any balance of CDBG funds deposited in a bank with FDIC coverage which exceeds $100,000 must be collaterally secured.

Bonding and Insurance Requirements for Contracts
*
Chapter IV, “Procurement and Contracting Procedures,” Task B, outlines bonding and insurance requirements for contracts.

TASK F:
DETERMINE COSTS APPLICABLE TO GRANTS AND CONTRACTS
Establish a system to review and determine the reasonableness, allowability and allocability of expenditures under the CDBG program. To assist with this task follow the principles and standards established in 0MB Circular A-87. This task will only highlight and list A-87’s contents. Refer to Exhibit III-11 for details.

Allowable Costs

An allowable cost must meet the following general criteria:

*
Be necessary and reasonable for the proper and efficient administration of grant activities.

*
Be allocable to the grant.

*
Be authorized under State or local law.

*
Conform to any limitations or exclusions of Federal laws and regulations.

*
Be accorded consistent treatment.

Allocable Costs
*
A cost is allocable to a particular cost objective to the extent of benefits received by such objective.
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For example:
An individual spends 75% of his/her time on a FY1999 grant and 25% on FY2000. The FY99 grant is charged with 100% of the time. Salaries are allowable costs but only in the percent (%) allocable. Proper charges should be 75% for FY99 and 25% for FY00.

*
Costs allocable to a particular grant or cost objective may not be shifted to other Federal grant programs to overcome fund deficiencies or to avoid restrictions of the law or grant agreements.

*
Where an allocation of joint cost results in charges to a grant program a cost allocation plan is required.

Applicable Credits
*
Applicable credits refer to those receipts or reduction of expenditure type transactions which offset or reduce expense items allocable to grants as direct or indirect costs. Examples are purchase discounts, rebates or allowances, sale of equipment, adjustments of overpayments or erroneous charges, etc.

Composition of Costs
*
The total cost of a grant program is comprised of allowable direct costs incident to its performance, plus its allocable portion of allowable indirect costs less applicable credits.

Direct Costs
*
Direct costs are those identified specifically with a particular cost objective.

Examples:
Labor and materials, etc. 
Indirect Costs

*
Indirect costs are those:

**
Incurred for a common or joint purpose benefiting more than one cost objective, and

**
Not readily assignable to the cost objectives specifically benefited, without effort disproportionate to the results achieved.

*
Indirect costs may include costs originating in the Community Development Department and/or those incurred by other departments in supplying goods, services, or facilities to the Community Development Department or grant program. Indirect costs must be supported by an Indirect Cost Plan which must be available for review.
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Cost Allocation Plan
*
A plan for allocation of costs is required to support the distribution of any joint costs of the grant program. Formal accounting records must support these costs.

*
For specific cost allocation plan requirements refer to Circular A-87, Attachment A, Section J. Contact your ADECA Program Supervisor assigned to your program for assistance.

Allowable Costs
Attachment B of Circular A-87 provides standards for determining the allowability of selected items of costs (Items listed below). The standards apply whether the item of cost is a direct or indirect cost. Failure to list a particular item of cost does not imply that it is either allowable or unallowable. Base the determination of allowability on the treatment of standards provided in the 0MB Circular A-87.

For Example:
Accounting. The cost of establishing and maintaining accounting and other informal systems required for the management of the grant program is allowable. The cost of maintaining central accounting records required for overall government purposes, such as appropriation and fund accounts by the Treasurer, Comptroller, or similar officials, is considered to be a general expense of government and is not allowable. 

Allowable Costs
1.
Accounting.

2.
Advertising.

3.
Advisory councils.

4.
Audit service.

5.
Bonding. 

6.
Budgeting.

7.
Building lease management.

8.
Central stores.

9.
Communications.

10.
Compensation for personal service.

11.
Depreciation and use allowances.

12.
Disbursing service.

13.
Employee fringe benefits.

14.
Employee morale, health, and welfare costs.

15.
Exhibits.

16.
Legal expenses.

17.
Maintenance and repair.

18.
Materials and supplies.

19.
Memberships, subscriptions, and professional activities.

20.
Motor Pools.

21.
Payroll preparation.

22. Personnel administration.
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23.
Printing and reproduction.

24.
Procurement service.

25.
Taxes.

26.
Training and education.

27.
Transportation.

28.
Travel.

Costs Allowable With Approval of the ADECA-CSD
1.
Automatic data processing.

2.
Building space and related facilities.

3.
Capital expenditures.

4.
Insurance and idemnification.

5.
Management studies (Approval of contract not required).

6.
Preagreement costs.

7.
Professional services.

8.
Proposal costs.

Unallowable Costs
1.
Bad debts.

2.
Contingencies.

3.
Contributions and donations.

4.
Entertainment.

5.
Fines and penalties.

6.
Governor’s expenses.

7.
Interest and other financial costs.

8.
Legislative expenses.

9.
Underrecovery of costs under other grant agreements.

TASK G:
SET UP ACCOUNTING SYSTEM
Accounting systems provide a means for measuring and reporting resources that flow into and out of a jurisdiction, resources controlled by the jurisdiction, and claims against those resources. Your local accounting procedures should systematize the collection, processing, evaluation, and reporting of CDBG transactions. Grant transactions should be recorded in your existing system; however, some adjustments may be required to comply with Federal standards.

Federal standards for CDBG accounting are described in two principle documents:

*
The Common Rule as adopted by the ADECA.

*
OMB Circular A-87.

Maintain a financial accounting system for the CDBG program that provides accurate, current and complete disclosure of the financial status of each activity. This system may serve many purposes. Among these are to:

*
Record all project transactions (CDBG, local, third party in kind);
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*
Generate regular financial status reports;

*
Measure periodic results of operation against budget; and

*
Report results of operations to the ADECA, local officials and the public.

Procedures must be in place to make sure that:

*
Sound internal accounting and administrative controls are maintained over financial transactions; and

*
Effective control is maintained to safeguard physical assets.

The “Internal Control Questionnaire” is a useful tool to help assess your locality’s internal controls (see Exhibit III-1).

Accounting Procedures to Address
1.
Establish the CDBG Fund (a special revenue fund) to account for all project monies within the fund, including program income, local contributions, CDBG and other sources of revenue.

*
Maintain a complete set of general ledger and subsidiary accounts for the fund.

*
Conduct double entry bookkeeping where the Debit (DR) or Credit (CR) balances are maintained on each general ledger account and the sum of all debits equals the sum of all credits.

*
Record all project transactions whether funded from CDBG or other resources.

2.
Create a complete chart of accounts for the CDBG fund. Exhibit III-3 presents a sample set of general ledger accounts.

*
Maintain supporting records to summarize expenditures and revenues by the following categories:

**
Activity.

**
Project.

**
Objects of expenditure.

**
Revenue source.

3. Assign standard coding to each element in the chart of accounts. As much as possible, this coding should be consistent with the coding structure already in use by your community.
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*
Apply coding on all source documents.

CDBG Accounting Records
Accounting records make it possible to identify the financial position and operations of the CDBG funded project. These records must identify the source and application of all funds committed to the project. Records must identify the results of project operations by fiscal year and by contract.

Books of original and final entry are essential to an accounting system. Books of original entry are the accounting records into which information is first posted. Books of final entry are the summary records used to accumulate accounting information for financial reporting. You must maintain the following books of original and final entry:

Books of Original Entry
1.
Cash Receipts Journal — This register maintains a record of all cash received and deposited into the CDBG fund. The record should include:

*
The date the funds are received,

*
The document number,

*
The source of funds (State, local, program income, etc.),

*
Amount,

*
Account to which funds were assigned.

2.
Cash Disbursement Journal — This register records all expenditures. This record should include the:

*
Date of payment,

*
Name of payee,

*
Check Number
*
Amount,

*
Account for which disbursement was made.

3.
General Journal — This journal records all noncash transactions. This book of original entry shows:

*
The account and amount to be debited,

*
The account and amount to be credited,

*
A description of the transaction (For example — sale of equipment on account).
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Books of Final Entry
1.
General Ledger ––This ledger summarizes the status of each account in the CDBG accounting system. One ledger should be designated for each account listed in the chart of accounts.

2.
CDBG Cash Control Worksheet-This important document:


*
Summarizes the status of Federal cash on hand,

*
Assists in determining subsequent cash requests,

*
Provides the ADECA with a review document for analyzing CDBG cash on hand,

*
Is more effective when completed on a daily basis.

The ADECA developed this document to use in lieu of the ‘Federal Cash Control Register” with which many of you may be familiar. You may use either document. The “CDBG Cash Control Worksheet” is not a required record to maintain; however, it is strongly recommended (see Exhibit III-4).

Additional Accounting Records

To enhance CDBG financial reporting and control you may use many other accounting records. Some examples follow:

1.
Fixed Asset Ledger — This ledger book of final entry provides a listing of all fixed assets acquired with CDBG funds. It may be used in conjunction with the “ADECA Property Management Inventory of Nonconsumable Personal Property” (Task I, below, Exhibit PL—5A).

2.
CDBG Expenditure Summary Report — This report provides details by activity and project on the status of expenditures in relation to budgeted amounts. This book of final entry:

*
Allows you to track the status of each budget item as well as provide a method to avoid exceeding appropriations, and

*
Serves as a cross-check to certain general ledger accounts.

The total of all appropriations, expenditures, and encumbrances summarized on this report should equal the total appropriations, expenditures, and encumbrances in the general ledger.

3.
Receivable and Payable Subsidiary Ledger — This is a book of final entry. A separate account is maintained in this record for each individual or vendor that owes money to (Receivable) or is owed money from (Payable) the CDBG program. Such a subsidiary ledger might also be used to record travel advances to employees.
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Source Documents
Accounting records must be supported by source documentation. Source documents include internally and externally generated forms such as:

*
Purchase requisitions,

*
Purchase orders,

*
Contracts,

*
Contract invoices, 

*
Payment vouchers or check requests,

*
Employee time and equipment usage report (Exhibit III—5),

*
Travel reimbursement vouchers,

*
Journal vouchers.

The Sample “Source Documentation Guide” provides additional examples (see Exhibit III-2).

Source documents initiate accounting transactions. Payment must never be made without delivery of goods and services and without vouchers and invoices physically in hand. You must secure and retain these documents for three years from the date of close out or until any litigation or audit findings are resolved, whichever time period is greater.

For technical assistance and information regarding accounting records contact your ADECA Program Supervisor.

TASK H:
DRAW DOWN FUNDS
State CDBG Intergovernmental Policy Letter Number 10, “Policy on State Letter of Credit Drawdowns,” establishes procedures for drawdowns of CDBG funds

(Exhibit PL​10). The policy is:

*
A limit of two (2) draws per month. (Exception:

To meet unexpected cash needs vital to program

progress. Grantee must obtain your ADECA Program

Supervisor’s prior approval.)

*
“immediate cash needs” is interpreted as not to exceed 14-16 days depending on the month.

A “CDBG Cash Control Worksheet” has been designed to help minimize CDBG cash on
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 hand by providing a daily analysis of cash receipts and disbursements. Exhibit III-4 will assist you with determining subsequent drawdowns and provides the ADECA with a review document to analyze CDBG cash on hand.

You are encouraged to complete the worksheet on a daily basis and retain one copy in the project’s financial records. This document is not required, but is highly recommended.

To request cash:

1.
Determine cash needs.

2.
Prepare “Request for Payment” Form 001 State CDBG (Exhibit III-8, REQUIRED). The “Request for Payment” must contain one of the three signatures on the “Certification” submitted as required by the “Letter of Conditional Commitment” (Exhibit 1-7).

3.
Make sure the above report is complete, accurate and executed by authorized officials.

4.
Submit the report to your ADECA Program Supervisor. Allow 14 days for processing.

5.
After receipt of the State warrant, disburse cash on hand as soon as possible, but no later than 16 days.

TASK I:
DEVELOP PROPERTY MANAGEMENT STANDARDS
State CDBG Intergovernmental Policy Letter Number 5, “Policy on Grantee Property Management Procedures,” and the Common Rule, Subpart C.31 and the ADECA Subgrantee Property Manual provide uniform standards and procedures governing the use and disposition of property acquired in whole or in part with Federal funds. Please refer and adhere to these three (3) documents for uniform guidance (Exhibits PL-5 and III-9, respectively). The ADECA Subgrantee Property Manual can be obtained by contacting your ADECA Program Supervisor.

TASK J:
ESTABLISH RETENTION AND CUSTODIAL REQUIREMENTS FOR RECORDS
The Common Rule, Subpart C.20 and .42, requires you to maintain accurate and complete CDBG records concerning management, financial transactions, supporting documents, statistical documents, contracts, etc., of the CDBG program. You must also retain these records and allow access as noted below:

1.
Financial records, supporting documents, statistical records, and all other records pertinent to the grant program must be retained for a period of three years from the date of close out, except as follows:

*
If any litigation, claim or audit is started before the expiration of the 3-year period the records must be retained until all litigations, claims, or audit findings are resolved. If resolved prior to the end of the 3-year period, records must be maintained for the entire three years.
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*
Records for nonconsumable personal property acquired with CDBG funds must be retained for three years after its final disposition.

2.
Authorized representatives of the State of Alabama, the U.S. Department of Housing and Urban Development and the Comptroller General of the U.S., or any of their duly authorized representatives, shall have access to any pertinent books, documents, papers, or records of grantees and subgrantees to make audits, examinations, excerpts, and transcripts.

The above requirements regarding access to and retention of records must be included in agreements or contracts for goods, services, or labor.

TASK K:
ADDRESS BUDGET REVISIONS, PROGRAM AMENDMENTS, AND GRANT TERMINATIONS
Budget Revisions

*
Budget revisions as a result of grant reduction or elimination identified in the “Letter of Conditional Commitment” are discussed in Chapter I, Task B.

*
Budget revisions due to changes in the approved program or any activity are discussed in State CDBG Intergovernmental Policy Letter Number 2 (Exhibit PL-2).

Amendments
Amendments to CDBG programs are changes to the approved program or activities which alter any of the following:

*
Dollar amounts spent on any activity.

*
Beneficiaries of any activity.

*
Geographic location(s) of any activity.

*
Design nature of an activity. (Example:

increasing size of water lines or drainage pipes, etc.)

*
Policies and procedures of the approved Housing Rehabilitation Program.

State CDBG Intergovernmental Policy Letter Number 2, “Policy on Program Changes, Amendments, and Cost Underruns (Revised)” provides guidance to localities on the types of changes which require State approval (Formal Amendments) and the types which do not (Local Amendments). Exhibit PL-2 provides detailed requirements.

Terminations
*
The “Grant Agreement” between the recipient and the State provides two sections, “E” and “F”, for termination, thus revoking grant funds. Refer to the “Grant Agreement” for provisions.
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*
The ADECA has prepared a document “Termination of Grant Agreement.” It addresses reasons for termination initiated by the grantee as well as the State and provides detailed procedures and responsibilities. Contact your ADECA Program Supervisor concerning this information.

IV.
RECORDKEEPING AND FILES
Recordkeeping and files for financial management must be complete, accurate, and in compliance with Federal and State law. Auditable records are essential to a CDBG program. The following records and files must be physically located on the premises of the locality,  not with a consultant:

*
Designation of Fiscal Coordinator.

*
Accounting books of original and final entry and additional records maintained on the CDBG program.

*
Letter of Credit documents.

**
Certification of Signatures. (Exhibit I-7 and Form 001 State CDBG, “Requests for Payment" for ARC projects).

**
Copies of drawdown request.

** 
Cash Control Worksheet. (optional)

*
Source documents.

*
Canceled checks, deposit slips, bank statements, etc.

*
Property inventory, reports, certifications, and other property records.

*
Correspondence to and from the ADECA regarding any required waivers or prior approvals.

*
Grant Agreement, Letter of Conditional Commitment, etc.

*
Amendments and budget revisions, if any.

*
Evidence of fidelity bond, if appropriate.

*
Cost Allocation Plan, if any (including indirect cost rate proposal).

*
System to value and record matching expenditures.

*
Evidence of safeguarding assets and retention of records.
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V.
REPORTING
If appropriate, the following approvals and notifications must be obtained from the ADECA:

*
Request to substitute local man hours and equipment usage for cash contributions or vice versa when originally approved contribution cannot be met (Task C).

*
Notify immediately the ADECA if local match cannot be met (Task C).

*
Return interest earned on CDBG grant funds (Task D).

*
Prior approval to purchase nonconsumable personal property with a unit cost of $1,500 or more (Task I).

*
Approval of formal amendments to the CDBG approved grant program (Task K).

VI.
COMMON PROBLEMS/DEFICIENCIES
*
Failure to designate a Fiscal Coordinator.

*
Fiscal Coordinator approving purchase documents and performing disbursing and recording functions.

*
Inadequate procedures for financial management.

*
Failure to meet local contributions as required.

*
Inadequate financial records.

*
Inadequate accounting source documentation.

*
Inadequate procedures for verification of cost allowability.

*
Unreasonable delays between drawdown and expenditure of funds.

*
Inadequate accounting and use of program income.

*
Untimely or inadequate financial reports.

*
Failure to obtain required waivers or approvals from the State.

*
Letter of Credit Drawdown requests not completed properly.

*
Failure to follow proper amendment procedures.

*
Failure to safeguard assets.
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VII.
SUPPORT MATERIALS
*
State CDBG Intergovernmental Policy Letter Number 2, “Policy on Program Changes, Amendments, and Cost Underruns (Revised)” (Exhibit PL-2).

*
State CDBG Intergovernmental Policy Letter Number 3, “Policy on the Use of Match in the Community Development Block Grant Program as Related to Local Man Hours and Use of Equipment” (Exhibit PL-3).

*
State CDBG Intergovernmental Policy Letter Number 5, “Policy on Grantee Property Management Procedures” (Exhibit PL-5).

*
State CDBG Intergovernmental Policy Letter Number 6, “Policy on Fidelity Bond Requirements” (Exhibit PL-6).

*
State CDBG Intergovernmental Policy Letter Number 7, “Policy on Program Income” (Exhibit PL-7).

*
State CDBG Intergovernmental Policy Letter Number 10, “Policy on State Letter of Credit Drawdowns” (Exhibit PL-10).

*
State CDBG Intergovernmental Policy Letter Number 14, “Insurance Requirements for Cash Depositories” (Exhibit PL-14).

*
Signature Certification (Exhibit I-7).

*
Internal Control Questionnaire (Exhibit III-1).

*
Source Documentation Guide (Exhibit III-2).

*
Chart of Accounts (Exhibit III-3).

*
CDBG Cash Control Worksheet (Exhibit III-4).

*
Time and Equipment Usage Report (Exhibit III-5).

*
Request for Payment, Form 001 State CDBG, (Exhibit III-8).

*
Financial Status Report (Exhibit XI-2).

*
Alabama County Finance Manual (1990).

*
Alabama Municipal Finance Manual (1990).
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