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CDBG 101

HUD allocates CDBG funds to state and local
governments to carry out a wide-range of
community development activities directed toward
revitalizing neighborhoods, economic
development, and providing improved community
facilities and services.



National Objectives

Every eligible CDBG-funded activity must meet one of the
following national objectives:

benefit low/moderate-income persons; or

an activity which aids in the prevention or elimination of slum or
blighted conditions; or

activities having a particular urgency because existing conditions
pose a serious and immediate threat to the health or welfare of the
community where other financial resources are not available to meet
such needs.



¥, Employment Services (i.e., job
training/placement)

¥, Child Care
¥, Crime Prevention
¥, Fair Housing Counseling

¥, Health Services (i.e. substance abuse
services)

¥, Services for Seniors



v, Educational Services
v, Recreational Services
¥, Acquisition
v, Installation

¥, Construction and Rehabilitation of
Infrastructure (i.e. streets, sidewalks,
water, sewer, etc.)

v, Facllities for Special Needs Population



¥, Clearing and Demolition

¥, Housing Programs (i.e., homeownership
assistance, rehabilitation and
preservation, etc.)

¥, Speclal Economic Development



¥ Bulldings for the general conduct of
government

v, General Government expenses  (i.e.,
maintenance, repair, operating costs
etc.)

¥, Political and Religious Activities
¥, Subsistence Payments
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Internal Controls

Accounting Records
Allowable Cost
Source Documentation
Budget Controls
Cash Management

Financial Reporting



The soundness of any organi zat.
structure isdetermined Dby its system of Internal Controls .
ol nternal Controlsoé consists of

x Qualified staff and specified job duties

X Qrganization Procedures

x Separation of functions and duties

X Access to assets, sensitive documents and records

Together creates accountability in an organizations
financial system and safeguard its cash, property, and
other assets.

See 24CFR 85.20(b)(3) for additional information.



X Subrecipients are required to have accounting records
that adequately identify the source and application of
CDBG funds. To meet this requirement, financial
accounting system should at least include:

- Chart of accounts

- General ledger

- Cash receipts journal

- Cash disbursement journal
- Payroll journal



% The standards for determining If an incurred cost IS
reasonable and allowed, as well as, how the cost will
be allocated, must be consistent with the Federal
regulations [OMB Circular A-87 for governmental and
A-122 for non -profits] .

% According to basic guidelines of these OMB circulars, a
cost is allowable under the CDBG program if:

- The expenditure Is necessary,
- reasonable, and
- directly related to the grant



Sponsors must keep and maintain o
general accounting system

¥, Accepted general accounting system

U Cost Principals for State and Local Governments
(Circular A 0 87)

U Cost Principals for Non oProfit Organization
(Circular A 0 122)

U Independent Single Audits (Circular A 6 133)
(Recipients of individual or multiple Federal Awards
that total $500,000 or more.)

i Yearly
1 Copy submitted to the County.

U Records to be maintained for a minimum of four years
after CAPER reporting



Circular A-87

Thiscircular establishes principles for determining
costs for Federal awards carried out through

grants, cost reimbursement contracts and other
agreements with State, local governments and
federally -recognized Indian tribal governments .



Circular A-122

This Circular establishes principles for determining costs
of grants, contracts and other agreements with non -profit
Organizations.

Non -profit organization refers to any corporation, trust, association,
cooperative, or other organization which:

7 (1) is operated primarily for scientific, educational, service, charitable,
or similar purposes in the public interest;

v, (2) Is not organized primarily for profit; and

v, (3) uses its net proceeds to maintain, improve, and/or expand its
operations. For this purpose, the term "non  -profit organization”
excludes ( 1) colleges and universities; (il) hospitals; (i) State, local, and
federally -recognized Indian tribal governments; and (iv) those non -
profit organizations which are excluded from coverage of this Circular
In accordance with paragraph 5.



%, CDBG recipients must maintain an up  -to -date file of
original source documentation for all financial
transactions:

. Recelpts
. Invoices

. Cancelled checks (or bank statement)
. See 24CFR 85.20(b)(6) and 84.21(b)(7)



Subrecipients must have procedures in place to
monitor obligations and expenditures including:

Maintaining an up -to-date approved budget for all
funded activities

Perform a comparison of that budget with actual
expenditures

Compare progress towards achievement of goals
with the rate of expenditure of program funds



Subrecipients are required to have procedures in place
to minimize the time elapsed between receipt of funds
from the grantee and the actual disbursement of those
funds.

Grantees reimbursement method Is based on actual
expenditures by the Subrecipient before the request

of payment.

Subrecipients must ensure that all CDBG funds are used
for permitted activities



Financial Reporting

Agency must provide accurate, current, and
complete disclosure of the financial results of each
sponsored program which Includes  actual
expenditures billed and unbilled request

Audits
When was your organizations last Independent

Public Accountant (IPA) audit and what were the

results? Does your agency have a copy of the
management letter?

A-133 Single Audit Act requirements




Recordkeeping and Reporting

The general CDBG standard for recordkeeping is that records
must be accurate, complete and orderly. An adequate
documentation means knowing:

What information needs to be collected and why.

When that information should be collected and how often

How the information should be acquired, organized, and stored.
How the information should be reported.

The required retention period for records.

cC: C: C. C: -

Recordkeeping and maintenance of adequate documentation
continues to be one of the most serious administrative problems
undermining program performance and regulatory compliance.



GENERAL RECORD KEEPING

Every Subrecipient is required to establish and maintain at
Least three major categories of records:

1. Administrative records - that apply to the overall administration of
the activities include the following:

U Personnel files
U Property management files

U General program files -application, agreement, program
policies and guidelines, correspondence, and reports

U Legal files -articles of incorporation, by laws, tax status,
board minutes, contracts, and other agreements

2. Financial records - including chart of accounts, manual on
accounting procedures, journals and ledgers, source documentation,
procurement files, bank account records, financial reports, audit files.

3. Project/case files - documentation of the activities undertaken.



£

DBG Program Recordkeeping

%, General standard for record keeping

U Specific requirements are established in the Subrecipient

agreement per 24 CFR 570.503(b)(2).

U Subrecipients maintain records sufficient to:

1 Provide a full description of each activity

i Demonstrate that each activity meets one of the National
Obijectives

1 Determinations required for the eligibility of certain activities

1 Document compliance with rules regarding any change of use
of real property acquired or improved with CDBG assistance

1 Demonstrate compliance with acquisition, displacement,
relocation, and replacement housing

1 Detall of fair housing and equal opportunity compliance

1 Maintain all necessary information relative to other program
requirements



% Records retention ( 24CFR.85.42 as modified by 570.502
(2)(16))

U In general, records are to retained for 4 years, from
the date of submission of
which the specific activity is reported for the last time,
unless there is litigation, claims, audit, negotiations, or
other actions involving the records.

U In which records must be retained until the

completion of the action or 5 years whichever is
longer.

t

CDBG Program Recordkeeping
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CDBG Program Recordkeeping

3, Access to records

U Authorized representatives have the right of access to
any pertinent records to make audits, examinations,

excerpts, and transcripts (per 24 CFR 85.10(e) or 24 CFR
84.53(e))

U Citizens must be provided with reasonable access to
records on the past use of CDBG funds consistent with
laws regarding privacy (24 CFR 570.508)



Direct Benefit Report
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Direct Benefit Reporting

Direct Benefit reporting is often the most
challenging compliance issue for CDBG
recipients

Direct Benefit reporting is now a focus of HUD
during monitoring visits

Presumed - Seniors, Handicapped, Homeless,
and Migrant Farm workers

Acceptable Proof of Income



Direct Benefit Form and Self Certification

¥, Who is required to provide documentation regarding
Direct Benefit, Self -Certification, and Income
Verification?

All CDBG recipients that meet a CDBG program
National Objective through Limited Clientele Activities

Y2 Who Is required to provide Income Certification/
Verification?

All CDBG recipients that fall into a presumed category



Selt-Certification

% Information provided by the client, participant, or
beneficiary that reports family income, family size, and
ethnicity

¥, Parents or legal guardians must provide the income self -
certification on behalf of children participants






