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CHAPTER Il
FINANCIAL MANAGEMENT

Introduction

Perhaps the most important element of CDBG administration is financial management. Without
adequate books, recordkeeping and reporting systems, even the best program may face an adverse
audit.

This chapter allines the financial management standards and procedures for administering state
CDBG grants. Grantees should become familiar with these standards and procedures to facilitate
project administration and to avoid having problems arise at the time otcgpaabut and audit.

Financial Management Standards

The basic standards and requirements governing the financial management of CDBG projects consist
of those found in:

1. 24 CFR 85, "Administrative Requirements for Grants and Cooperative Agreements tbdgialte,
and Federal by Recognized Indian Tribal Governments," as modified by 24 CFR 570, Subpart J,
"Grant Administration";

2. OMB Circular A-87 "Cost Principles for State and Local Governments"; and

3. CDBG Management HandboelProcedures for State and Local @avments for grant payments,
program monitoring, reporting, and program execution.

In some cases, DED has modified requirements of 1 and 2 above. The rules outlined in this manual
shall be given preference in such cases.

Areas of Financial Management

This chapter outlines the basic procedures and forms necessary to comply with CDBG standards in four
areas of financial management. These areas cover:

1. Grant payment procedures;

2. Establishing and maintaining the CDBG accounting system;
3. Identifying and using pgram income; and

4. Reporting on grant financial activity to DED.

Examples of financial management procedures and forms pertaining to these areas are presented where
appropriate.
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GRANT PAYMENT

Five steps must be completed before grant recipients can r&@RB€@ monies:
executing the grant agreement;

submitting oneoriginal Authorized Signature (SFM01) Formto DED;
submitting oneoriginal Designation of Depository (SFM02) Formto DED,;

w0 NP

submitting the Vendor Input/ACH -EFT Application; and
5. submitting the first Request for Funds (RFF) Form to DED.

The procedures involved in completing these steps are described bhétostrongly recommended

that grantees NOT submit the first RFF prior to completing the other four stepsThe processing

time neededtosetupeléd r oni ¢ accounts with the stateOs Off
days. The RFF cannot be processed until the accounp setcomplete and active.

Executing the Grant Agreement

Execution of the grant agreement is complete only after thé ggamement has been signed by the
grantee and by the director of the Department of Economic Development. Generally, the process of
executing the grant agreement occurs in the following way:

1. After reviewing and approving the grant application, DED notifiesapplicant that the proposed
project has been selected for funding and that a contract agreement will be forthcoming.

2. DED then prepares a contract agreement and forwards copies to the applicant.

3. The applicant executes the agreement by signing, ateatid stamping it with thefficial seal of
the community.

4. The applicant returns all copies to DED.
5. The copies are then signed and approved by the Director of DED.
6. A copy of the fully executed grant agreement is returned to the applicant.

In addition toacknowledging acceptance of the CDBG award, execution of the grant agreement serves
at least two other purposes. One, it acknowledges that the recipient accepts and will comply with all
Federal and State requirements governing administration of the gndrtiyo, it sets out the terms and
conditions of the award that must be satisfied before funds will be released for certain activities. Costs
for exempt project activities can be incurred aaier the date of the grant agreement. Costs for

project acwities that are subject to specific contract conditions (e.g., environmental review) can be
incurred only after execution of the agreement and removal of the conditions. (See Notice of Removal
of Grant Conditions in the Environmental Review Chapter.)

-2



FY2011 CDBG Administrative Manual
Financial Management

SAMPLE GRANT AGREEME NT BETWEEN DED AND COMMUNITY
sz (DED Form GA201])
STATE OF MISSOURI
208728 DEPARTMENT OF ECONOMIC DEVELOPMENT

P& COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

This grant agreement is made by and between the State of Missouri, DepartBeiahic Development

(DED), herein called the fAiStatedo or ADED, 0 and the
AGrantee, 0 pursuant to the authority | of the Housi
93-383), as amended, heremmf er red t o as fAThe Acto and commonly r e
Devel opment Bl ock Grant Program (CDBG). The Grant ec
assistance, Department of Housing and Urban Development (HUD) regulationsERPe@5 0, t he St at
FY-2011A Cons ol i dat etde 6R20BEQNDBG Adminstrat&¢Ma nual , and-t he Stat
2011CDBG Program Guidelines (as now in effect and as may be amended from time to time), which are
incorporated by reference, together with tHeDFunding Approval form, and any special conditions, which

are hereto attached, constitute part of this Agreement.

In reliance upon and in consideration of the mutual representations and obligations hereunder, the State and the
Grantee agree as follows:

1. Subject to the provision of this Grant Agreement, the State will make the funding rasigiaFederal
fiscal year2011specified in the attached DED Funding Approval form available to the Grantee upon
execution of the Agreement by the parties. The obtigaand utilization of the funding assistance provided
is subject to the requirements for a release of funds by the State under the Environmental Review
Procedures at 24 CFR Part 58 for any activities requiring such release.

2. The Grantee ages to assumél af the responsibilities for environmental review, decision making, and actions, as
specified and required in Section 104(g) of the Act and published in 24 CFR Part 58.

3. The Grantee agrees to comply with all applicable requirements of Titles Il andH# bfniform Relocation Assistance
and Real Property Acquisition Policies Act of 1970 (42 U.S.C. 4601), Sections 104(d), 104(k), and 105(a)(11) of the
Act.

4. The grantee agrees to comply with the Headed paint hazard control laws and regulations spedifiitle X of the
Housing and Community Development Act of 1992, implementing regulations at 24 CFR Part 35; State statutes
governing the licensing and conduct of persons addressing lead paint at Sections -700138@4 of RSMO and
Work Practice Standds at 19 CSR 300; and compliance with OSHA regulations at 29 CFR 1926.

5. The Grantee agrees to accept responsibility for adherence to this Agreement by subrecipient entities to which it makes
funding assistance available.

6. The Grantee agrees that any alidiach amount of local funds or-kind (force account) services or materials
indicated in the attached Funding Approval form shall be equal to or greater than the amount indicated.

7. The Grantee agrees that any proposed construalated activity budgetariances (from the Funding Approval form)
in excess of 10% of the amount of this Agreement or $10,000 (whichever is a lesser amount) shall be approved by DED
in writing prior to an obligation of funds for such activity; however, any variance shallbeappe d by t he Gr ar
governing body in advance of an obligation of such activity. No variance is allowed fepnsiuction activities,
such as administration, engineering, audit, and inspection, unless approved by DED.

8. The Grantee agrees to complte project in its entirety as indicated in the Funding Approval form unless amended in
writing by an agreement of all parties.

9. The Grantee agrees to comply with all requirements imposed by the State concerning special requirements of law,
program requiremnts, and other administrative requirements, including, but not limited to, the requirement that a grant
recipient must repay to the State, upon sale of the CRBGed real property to a nagligible entity, a prerata
portion of the proceeds of the sads, set forth in the CDBG Administrative Manual.
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The Grantee agrees that any CDBG funds remaining from the allocation indicated in the Funding Approval form after
the project has been completed shall be returned to DED if they have been drawnto tre&mantd ocal deposi
cancelled if such funds have not been drawn.

The Grantee agrees to comply with OMB Circulat 33, which governs the auditing requirements of these grant
monies in accordance with the Single Audit Act of 1984 (amended 1996), pralide DED with all required audits.
The CFDA # is 14.228.

The Grantee agrees that State and HUD officials shall have full access to any documents or materials relating to this
Agreement at any reasonable time.

The Grantee agrees that all funds receiveder this Agreement shall be held and used by the Grantee for the purpose
of accomplishing the project only, and none of the funds so held or received shall be diverted to any other use or
purpose.

The Grantee agrees that any material prepared by tme®rar persons or firms employed or contracted by the
Grantee shall not be subject to copyright, and the State shall have the unrestricted authority to publish, distribute, or
otherwise use, in whole or in part, any reports, data, or other materialgepater this agreement.

The Grantee agrees to comply with the terms of the DED conflict of interest policy.

The Grantee agrees that any approval of contracts;autbacts, material or service orders, or any other obligation by
the Grantee or its ager#lall not be deemed an obligation by the State, and the State shall not be responsible for
fulfillment of the Granteebs obligations.

The Grantee agrees to comply with the citizen participation requirements set out in Section 104(a) of the Act, including
the Stateds written Citizens Participation Plan in acco
Development Act of 1987.

The Grantee agrees to adopt and enforce a policy prohibiting the use of excessive force by law enforcement agencies
within its jurisdiction against any individuals engaged in nonviolent civil rights demonstrations in accordance with

Section 519 of Public Law 10144, and also agrees to enforce applicable State and local laws against physically

barring entrance to or exit fromfacility or location which is the subject of such ngnolent civil rights demonstrations

within its jurisdiction.

Any Grantee receiving over $100,000 in CDBG funds agre
Governmen\Wide Restrictionn Lobbyi ngodo attached hereto and made a pa

The Grantee agrees to comply with the policies and procedures set forth in Executive d8iéoraBie protection of
Mi ssouri 6s wetl ands.

The Grantee agrees to obtain and comply witheddivant State and/or Federal permits and licenses related to

construction and operation of any development activity funded by CDBG. The Grantee agrees and understands that
copies of those permits and licenses shall be made available to CDBG, DED, argdbdPequest. The Grantee
acknowledges that a lack of any such applicable permit or license may restrict access by the Grantee to the grant funds
made available by this Agreement.

In the event that the State or an audit has determined that the Granteieldato comply with this Agreement, the
Grantee shall perform remedial actions to correct the deficiency, as determined by the State, which may
include:

a. Repayment or reimbursement of CDBG funds spent inappropriately to the State or local CDBG
fund(@DEDOG6s discretion);

The return of CDBG funds deposited at the Grar

The return of any equipment, materials, or supplies purchased, leased, or lease purchased using
CDBG funds to DED or the supplier; and

d. Other ations as the State deems appropriate.

Such actions shall be performed by the Grantee in the time period specified by the State in writing to
the Grantee. The State may refuse requests for CDBG funds by the Grantee or other actions as the
State deems apppdate to ensure proper performance of the terms of this agreement.
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23. The State may terminate this agreement in whole or in part, at any time before the date of completion,
whenever it is determined by the State that the Grantee has failed to comply withdfteons of this
Agreement. The State shall notify the Grantee in writing of the determination and thes feagen
termination, together with the effective date. The Grantee shall not incur new obligations for the terminated portion
aftertheeffet i ve date of the revocation of the Agreement, an
obligations that are legally possible.

24. The State and Grantee each binds himself to his successors, executors, administrators, assigns, areddéetmivep
to the other party to this Agreement and to the successors executors, administrators, assigns, and legal representatives
of such other party, in respect to all covenants, agreements, and obligations of this agreement.

25. The State agrees thanilay at any time, in its sole discretion, give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of the Gran
consideration, upon such terms and condgtias the State may determind® (a) advisable to further the purpose
of the project or to protect the Stateds financi a
purposes of the grant and the limitations of the statutory authodgr wvhich it was made.

IN WITNESS WHEREOF, the parties hereto have made and executed this Agreement as of the day and year
indicated in the Funding Approval form.

GRANTEE (CITY/VILLAGE/COUNTY): STATE OF MISSOURI

TYPED NAME: TYPED NAME:

SIGNATURE SIGNATURE

CHIEF EXECUTIVE OFFICER DATE Sarah Schueti®irectorof Administration DATE
(City Mayor, Village Board Chairman, or DEPARTMENT OF ECONONC DEVELOPMENT
Presiding County Commissioner)

TYPED NAME:

SIGNATURE

ATTEST DATE

(City, Village, County Clerk, or other official of the

Grantee)

Notee The Granteeds seal must be affixed oivmmstbet he Gr a
properly notarized. Three copies with original and typed signatures are required.
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MISSOURI DEPARTMENT OF ECONOMIC DEVELOPM ENT

FUNDING APPROVAL

Under Title 1 of the Housing and Community Developnfitof 1974 (Public Law 9383) as amended.

COMMUNITY DEVELOPMEN T BLOCK GRANT PROGRA M

1. NAME AND ADDRESS OF GRANTEE

2. PROJECT NUMBER

3. SEN.

DIST.

REP. DIST.

4. POPULATION

5. NO. OF BENEFICIRIES

6. GRANT AWARD DATE

7. GRANTEE FYE DATE

8. MAXIMUM GRANT AMOUNT AWARDED

10. PROJECT DESCRIPTION (indicate specific scope of each
activity regardless of funding source)

9. APPROVED ACTIVITIES, COSTS, AND FUNDING STRATEGY NATIONAL OBJECTIVE
LMI PERSONS: LMI FAMILIES
MATCHING FUNDS
acT | REQ CDBG
PROGRAM ACTIVITY ENV. TOTAL RECIPIENT OTHER
NO. REL.(1) FUNDS (2)
' CASH IN-KIND PRIVATE STATE/FED
Davis Bacon applies where specified by the initials DB

TOTAL

(1) Funds for activities that are conditioned subject to an environmental release may not be incurred or obligated until afwhtte t i c e of

Grant Condit o n s 0

i s

i ssued

by

DED.

(2) This column represents the maximum amount of CDBG funds approved for each activity, except that the grantee may tabsterdfiend
activities, in an amount not to exceed $10,000 of the total CDBG allocation or 10%, whicHessy éxcept that administration, audit, and
engineering costs may not exceed the indicated totals.

PREPARED BY

DATE

MO 419-2876 (0507)
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Completing and Submitting Authorized Signature Form (SEMO01)

Grant recipients must prepare and submit to DiEEDAuthorized Signatures Fornhis form

designates ridess than twdocal officials who will be authorized to sign the Requests for Funds
(RFF). Persons signing the Signature Form must be city/county officials and/or employees. The
names and titles of tee personsn the Signature Formust be signed by each persxactly as their
name appeamsn the form Another independent local official must then certify that the individuals
listed at the top of the form are authorized tesign RFFs by signing ae bottom portion of the

form. The certifying officialmust be the highest rankingelectedofficial whose name is not listed

as a cesigner on the Signature Form. This official cannot cesign RFFs submitted to DED.
Administrators who are not city/cotynofficials and/or city/county employees are not permitted to sign
the Signature Form.

Note: Per Sections 54.100 and 95.060 RSMO 1978, county and city treasurers will control the receipt
of county or city monies and should disburse the same.

The completd Signature Form witbriginal signatures, free of erasures and corrections, must be sent
to DED. Asecondcopy should be placed in the grantee's project files. New signature forms must be
resubmitted if less than two signatures remain with authorgulionit RFFs, or a separate DED award
is made to the same recipient in a subsequent year.

Completing and Submitting Designation of Depository Form (SEM02)

Grant recipients must also notify DED where grant payments are to be deposited. This requires that
recipients submit information about the account to DED on the Designation of Depository form.
However, the CDBG Program requires that the CDBG funds be kept in a separatéerest bearing
account. Therefore, the funds should be transferred, fronttioert into which they are deposited, to
the CDBG account immediately upon recéiphe receiving account is interelseéaring The grantee

must designate, on the SFMO02 form in Section 2, the account into which CDBG funds be transferred.
You may elect tthave CDBG funds deposited into a general account. However, since many general
accounts are interebearing, the funds must be transferred to ainterest bearing account

immediately after deposit.

The Statebds Of f i c epermit COB@ gnanteds o receave fundsrdireutly ihtd a

separate CDBG account, rather than going throughthe i t y 0 r genecallancouptpas long

as the account is so designated on the ACH for:
CDBGO. Thi s ttedtohtee A@Hifernb Yo eV & m d o rGoastees magne&hoose which
options best suit their needs.

BeginningFebruary 24, 2005, the StatEMissouri implemented policy that purges vendor account
information from the state accounting system for vendorswatactivity for a period of 14 months or
more. Please monitor the status of activity on your CDBG and/or state attweasure it remains
active

All checks issued on the CDBG bank account are required to have two signatures.

The Designation of Depiery form consists of two sections, one to be completed and signed by the
CDBG recipient and the other by the bank. The bank certifies that the accouninsenest bearing

or will be transferred immediately upon deposit into a norinterest bearing acount, and indicates
how CDBG deposits are insured.

According to Section 110.010 RSMO 1978, "all public funds in banking institutions shall be secured
by the deposit of securities.” The statute further states that "the value of securities deposited and
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maintained by a legal depository under Section 110.010 shall at all times be not less than one hundred
percent of the actual amount of the funds on deposit with the depository, less the amount, if any,
insured by the Federal Deposit Insurance Corporatiéii.Fecipients should obtain a pledge of

collateral security from the participating bank for coverage of all amounts of CDBG funds over FDIC
coverage. This will be monitored during the grant period.

Onecompleted depository form witbriginal signatures mst besubmittedtco DED. The recipient
should retain a copy for thieoroject files.

Vendor Input/ACH -EFT Application

All CDBG funds must be disburdevia Automatic Clearing Hous€ommunitieswill not submit a

voided check or deposit slip with the apptiory the ACH form must be complete@he form must

have the account number and the routing number of the Bargure that the account number is the

same as the account number on the Designation of Depository Form (SFM02). The form should be
signed bythe mayor/presiding commissioner, as well as by the authorized person of the listed financial
institution. Leave the space for the vendor number biskhat is a number the State of Missouri

hasivill haveassigred

* Please verify with the grantee allcurrent account information on file with the state for current
or past projects to reduce delays in processing due to conflicting accounts.
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S MISSOURI DEPARTMENT OF ECONOMIC DEVELOPMENT
\) COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

=" AUTHORIZED SIGNATURES FOR CDBG REQUESTS FOR FUNDS (SFMO01)
NAME OF RECIPIENT PROJECT #
PERIOD OF CONTRACT RECIPIENT FISCAL YEAR END DATE CONTRACT #

T0

THE INDIVIDUALS NAMED BELOW ARE AUTHORIZED TO SIGN ALL REQUESTS FOR FUNDS (RFF) DOCUMENTS.

TYPED NAME TITLE SIGNATURE EXACTLY AS IT APPEARS IN TYPED FORM
CERTIFICATION:

| certify that the above signatures are of the individuals authorized to co-sign requests for funds. (Note: This person must be the highest ranking elected official whose name is not listed above.)

TYPED NAME: TITLE SIGNATURE TELEPHONE ( ) DATE
ADMINISTRATIVE CONTRACTS: ACCOUNTING SYSTEM USED:

PROJECT ADMINISTRATOR: (person responsible for over-all supervision of the CDBG grant)

[ cosc [ oown

TYPED NAME TELEPHONE ( )
ADDRESS CITY ZIP CODE FEDERAL EMPLOYER ID #
FINANCIAL ASSISTANT: (person responsible for submitting requests for funds)
TYPED NAME TELEPHONE ( ) STATE USE ONLY

FIELD STAFF FISCAL
ADDRESS CITY ZIP CODE

NOTE: Recipient should retain one copy and send two originally signed copies free of erasures or corrections to DED.

MO 419-1458 (03-88)
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