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CHAPTER III 

FINANCIAL MANAGEMENT & REPORTING 
Financial Management 
 
Introduction 
This chapter outlines 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 of grant close-out and audit. The fundamental 
purpose of financial management is to ensure the appropriate, effective, timely and honest use of 
funds. 
 
Specifically, grantees must ensure that: 
1. Internal controls are in place and adequate; 
2. Documentation is available to support accounting record entries; 
3. Financial reports and statements are complete, current, reviewed periodically; and, 
4. Audits are conducted in a timely manner and in accordance with applicable standards. 
 
 
Financial Management Standards 
The federal regulations governing the financial management of CDBG-DR projects include but are not limited 
to: 

• 2 CFR Part 200 HUD Overview for Grantees (in part) that governs cost principals for state and local 
governments.  Subpart E governs the State CDBG Program. Section 570.489 details program 
administrative requirements (Note applicable HUD waivers). 

• 24 CFR Part 570 “Community Development Block Grants”, Both 2 CFR Part 200 and 24 CFR Part 570 
govern CDBG grantee financial management systems. 

• In addition, the use and accounting for Disaster Recovery CDBG funds are governed by 

The MO DED CDBG requirements. Failure to account for and manage CDBG-DR funds accordingly may 
result in sanctions imposed by MO DED and/or HUD. 

 

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 

Set up to receive grant payments from the State 

• Procedures that minimize the amount of time elapsed between transfer of funds from the US Treasury 
and the disbursements by the grantee (recipient) for timely expenditure of funds 

• Comparison of actual expenditures with amounts budgeted for the grant 

• Procedures for determining reasonableness and allowable costs (required for CDBG-DR - See Appendix 
for Sample Cost and Price Analysis Worksheet) 
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2. Establishing and maintaining the CDBG accounting system  

• Accurate, current, and complete disclosure of financial results 

• Records that identify adequately the source and application of grant funds 

• Accounting records that are supported by appropriate source documentation 

• Systematic method to assure timely and appropriate resolution of audit findings and 
recommendations 

3. Identifying and using program income 

4. Reporting on grant financial activity to DED 

 

 

 
GRANT PAYMENT 

 
Execute necessary forms: 

1. execute the grant agreement / finalize the projection of expenditures 

2. submit signed original Authorized Signature (SFM01) Form to DED  

3. submit signed original Designation of Depository (SFM02) Form to DED  

4. submit the Vendor Input/ACH-EFT Application – WITH CDBG designated for the account 

Funds are to be deposited into a separate non-interest bearing (FDIC insured) account which is to be balanced 
on a monthly basis. 

The processing time needed to set up electronic accounts with the state’s Office of Administration averages 
approximately ten days. Funds can be drawn once the grant agreement is executed and all required forms are 
submitted and an account is set up. 
 
Executing the Grant Agreement 
 
Execution of the grant agreement (See III-4) is complete only after the grant agreement 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 notifies the applicant 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, attesting, and stamping it with the official 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 to acknowledging 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 
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requirements governing administration of the grant; and two, 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 only after the date of the grant agreement.  Costs for project activities 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.) 
 
Timely Expenditure of Funds 
Grant applicants are required to submit a Schedule of Projected Expenditures as part of the CDBG application 
process. This schedule outlines by quarter and by activity the estimated timeline for expenditures of the grant 
award, if selected for funding. If awarded funding, grantees are required to submit any updates to expenditure 
projections on a quarterly basis, or in any event where the original timeline for full expenditure will be revised 
to a future date.  
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(DED Form GA-2018) 
STATE OF MISSOURI 
DEPARTMENT OF ECONOMIC DEVELOPMENT 

 COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

This Grant Agreement is made by and between the State of Missouri, Department of Economic Development (DED), 
herein called the “State” or “DED,” and the City/County herein called the “Grantee,” pursuant to the authority of the 
Housing and Community Development Act of 1974 (Public Law 93-383), as amended, herein referred to as “The 
Act” and commonly referred to as the Community Development Block Grant Program (CDBG). The Grantee’s 
submissions (including “Assurances”) for CDBG assistance; Department of Housing and Urban Development (HUD) 
regulations at 24 CFR Part 570; Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (2 CFR 200); the State’s current “Consolidated Plan”; the State’s CDBG Administrative Manual; the 
State’s CDBG-DR Policies and Procedures Implementation Manual for CDBG-DR projects; and the State’s CDBG 
Program Guidelines (as now in effect and as may be amended from time to time), which are incorporated by 
reference; together with the DED Funding 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 provisions of this Grant Agreement, the State will make the funding assistance specified in the 
attached DED Funding Approval form (the “Funding Assistance”) available to the Grantee for completion of the 
project identified on the Grantee’s CDBG Application (the “Project”) upon execution of the Agreement by the 
parties. The obligation and utilization of the Funding Assistance 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 agrees to accept responsibility for adherence to this Agreement by any and all subrecipient entities 
to which it makes available any portion of the Funding Assistance. 

3. The Grantee agrees that it will complete the Project within three years from the effective date of this CDBG 
Grant Agreement.  

4. The Grantee agrees that it will adhere to the projection of grant expenditures by activity as submitted with the 
application, or as amended and approved by DED. 

5. The Grantee agrees disbursement of funds must occur in a timely manner. If payment takes longer than three 
days (“three day rule” referenced in Financial Chapter of CDBG Administrative Manual), written justification is 
to be maintained in the project files.  

6. The Grantees agrees that internal financial controls are in place and are adequate. The Grantee agrees to establish 
and maintain a financial management system in order to provide accurate, current, and complete disclosure of the 
financial status of the CDBG funded project by eligible program activity. The Grantee agrees to provide effective 
control over and accountability for CDBG funds, property and other assets, including proper segregation of 
duties. 

7. The Grantee agrees to comply with the principles for determining allowable costs found in 2 CFR 200, 
(applicability 24 CFR 570.489).  

8. The Grantee agrees to conduct the project in such a manner to ensure timely expenditure of funds and 
accomplishment reporting. The Grantee agrees to submit an update to expenditure projections on a quarterly 
basis, or in any event where the original timeline for full expenditure will be revised to a future date. 

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

10. The Grantee agrees that any proposed activity budget variances (from the Funding Approval form) shall be 
approved by DED in writing prior to an obligation of funds for such activity; however, any variance shall be 
approved by the Grantee’s governing body in advance of an obligation of such activity.  An amendment to the 
grant is required under the following conditions: all budget revisions between activity lines;  transfer of any 
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amount of funds to any professional services line item;  request for grant increase, or deobligation of funds 
remaining at the close of the grant; and a request for addition of  funds for an activity not listed on the funding 
approval. 

11. The Grantee agrees to complete the Project in its entirety and as indicated in the Funding Approval form unless 
amended in writing and executed by all parties to this Agreement. 

12. The Grantee agrees to comply with all state or federal legal, programmatic, or administrative requirements 
imposed by or described in the CDBG Administrative Manual or the CDBG Guidelines.  The Grantee also agrees 
to comply with any other requirements of the State, including special requirements of law, program requirements, 
and other administrative requirements.  The Grantee is aware that this includes, but is not limited to, the 
requirement that a grant recipient must repay to the State, upon sale of the CDBG-funded real property to a non-
eligible entity, a pro-rata portion of the proceeds of the sale, as set forth in the CDBG Administrative Manual.  
Real property, acquired or improved in whole or in part with CDBG funds, must continue to meet the CDBG 
national objective for a period not less than five (5) years from the date of project closeout. 

13. The Grantee agrees that upon Project completion, any CDBG funds remaining from the allocation indicated in 
the Funding Approval form shall be returned to DED if they have been drawn to the Grantee’s local depository, 
or cancelled if such funds have not been drawn. 

14. The Grantee agrees to comply with 2 CFR 200, which governs the auditing requirements of these grant monies in 
accordance with the Single Audit Act of 1984 (amended 1996), and to provide DED with all required audits.  The 
Catalog of Federal Domestic Assistance (CFDA) number for state CDBG grants is 14.228. 

15. CDBG Grantees and CDBG-DR Grantees agree to comply with the Robert T. Stafford Disaster Relief and 
Emergency Assistance Act (42 USC 5121-5207), as amended and the “necessary and reasonable” cost principles 
found in 24 CFR Part 570 and in OMB Circulars as they relate to the responsibility to recognize, investigate, 
determine and account for any duplication of benefits for any project funded with CDBG or CDBG-DR funds in 
response to a disaster or emergency.  CDBG Grantees and CDBG-DR Grantees may be subject to a demand for 
repayment to the DED for any amount of CDBG funding found to have duplicated another federal, state, or local 
program or private insurance. 

The Grantee agrees to comply with the “hierarchy” of disaster assistance (as described in the Duplication of 
Benefits chapter) and shall take all steps to ensure that CDBG funds are not used in a manner that disrupts that 
hierarchy.  Such a disruption that results in a duplication of benefits shall be cause for repayment of CDBG 
funds. 

The Grantee agrees to gather and retain documentation to prove the avoidance of a duplication of benefits as part 
of the Grantee’s master files and make such proof available to the State CDBG staff or HUD staff, as requested.  
Duplication of benefit records kept by the Grantee include any documents related to Projects for which Grantee is 
the owner and records for which the Grantee may have sponsored an application on behalf of a sub-grantee, and 
all records related to each subrecipient or direct beneficiary of CDBG funds.   

The Grantee will provide the following: 

• Identify the total need of assistance, 

• Identify the total of all available assistance, 

• Identify the assistance determined to be not available for the same purpose / activity, 

• Perform calculation determining the total funds available from other sources, 

• Perform calculation determining the maximum eligible award, 

• Require all applicants to sign a subrogation agreement to repay any assistance later received for the same 
purpose, and 

• Recapture funds if necessary. If additional need is established, subsequent CDBG or CDBG-DR funds 
would not be considered a duplication. If additional need is not demonstrated, CDBG or CDBG-DR 
funds must be recaptured to the extent they are in excess of the need and duplicate other assistance 
received by the beneficiary for the same purpose. 
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16. 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. 

17. The Grantee agrees that all funds received under 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. 

18. The Grantee agrees that any material prepared by the Grantee or 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 material prepared under this Agreement. 

19. The Grantee agrees that any approval of contracts, sub-contracts, material or service orders, or any other 
obligation by the Grantee or its agents shall not be deemed an obligation by the State, and the State shall not be 
responsible for fulfillment of the Grantee’s obligations. 

20. The Grantee agrees to comply with the citizen participation requirements set out in Section 104(a) of the Act, 
including the State’s written Citizens Participation Plan in accordance with Section 508 of the Housing and 
Community Development Act of 1987. 

21. 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 101-144, and also agrees to enforce applicable state and local laws 
against physically barring entrance to or exit from a facility or location which is the subject of such non-violent 
civil rights demonstrations within its jurisdiction. 

22. Any Grantee receiving over $100,000 in CDBG funds agrees to carry out the terms of the “Certification 
Regarding Government-Wide Restriction on Lobbying” attached hereto and made a part hereof by signing same. 

23. The Grantee agrees to comply with all reporting requirements of the HUD performance measurement or financial 
systems, including but not limited to the Disaster Recovery Grant Reporting (DRGR) system or Integrated 
Disbursement and Information System (IDIS). DED may suspend requests for CDBG funds by the Grantee for 
failure to comply with any specific requirement of reporting.   

24. The Grantee agrees to comply with the policies and procedures set forth in Executive Order 96-03 for the 
protection of Missouri’s wetlands. 

25. The Grantee agrees to obtain and comply with all relevant state and/or fderal 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, or HUD upon request.  The 
Grantee acknowledges that a lack of any such applicable permit or license may restrict Grantee access to the 
Funding Assistance. 

26. In the event that the Grantee has, in DED’s sole discretion, failed to comply with this Agreement or any other 
CDBG program requirement, the Grantee shall perform any remedial actions determined appropriate by the State 
to correct the deficiency, which actions may include, but are not limited to: 

a. The Grantee’s repayment or reimbursement to the State or local CDBG fund (at DED’s discretion) of 
inappropriately used CDBG funds; 

b. The Grantee’s return to the State of CDBG funds deposited at the Grantee’s local financial institution; 
c. The Grantee’s return to DED or the supplier of any equipment, materials, or supplies purchased, leased, 

or lease purchased using CDBG funds; and 
d. Any other actions 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 also refuse the Grantee’s requests for CDBG funds or take other actions as the State 
deems appropriate to ensure proper performance of the terms of this Agreement and compliance with CDBG 
requirements. 

27. The State may terminate this Agreement in whole or in part, at any time, including before Project completion, 
whenever it is determined by the State that the Grantee has failed to comply with the conditions of this 
Agreement.  The State shall notify the Grantee in writing of the determination and the reasons for the termination, 
together with the effective date.  The Grantee shall not obligate the Funding Assistance in any way after the 
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effective date of the termination of the Agreement and it shall be the Grantee’s duty to take any and all legal 
efforts to cancel any obligations outstanding upon termination. 

28. The State and Grantee each binds himself to his successors, executors, administrators, assigns, and legal 
representatives 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. 

29. The Grantee agrees to assume all of the responsibilities for environmental review, decision making, and actions, 
as specified and required in Section 104(g) of the Act, the National Environmental Policy Act of 1969 and 
published in 24 CFR Part 58. 

30. The Grantee agrees to comply with all applicable requirements of Titles II and III of the Uniform 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. 

31. The Grantee agrees the use of CDBG funds for relocation activities must meet accessibility standards, provide 
reasonable accommodations to persons with disabilities, and take into consideration the functional needs of 
persons with disabilities in the relocation process. 

32. The Grantee agrees to comply with the lead-based paint hazard control laws and regulations specified in Title 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 701.300 - 701.324, 
RSMO and Work Practice Standards at 19 CSR 30-70; and OSHA regulations at 29 CFR 1926. 

33. 24 CFR Part 570.489(g), governing the procurement requirements of CDBG grantees, states: When procuring 
property or services to be paid for in whole or in part with CDBG funds, the State shall follow its procurement 
policies and procedures. The State shall establish requirements for procurement policies and procedures for units 
of general local government, based on full and open completion. Methods of procurement (e.g., small purchase, 
sealed bids/formal advertising, competitive proposals, and noncompetitive proposal) and their applicability shall 
be specified by the State. Cost plus percentage of cost and percentage of construction costs methods of 
contracting shall not be used. The policies and procedures shall also include standards of conduct governing 
employees engaged in the award or administration of contracts.  The Missouri CDBG Program follows the 
Missouri procurement process codified in Missouri Revised Statutes Chapter 34 as required by law. The Missouri 
CDBG program requires City and County Grantees and their subrecipients to follow the procurement policies 
developed and published by the CDBG program. Communities may use their own procurement procedures, 
which reflect applicable state and local laws and regulations, provided that the procurement conforms to the State 
CDBG Program’s procurement policies and standards outlined in the CDBG Administrative Manual. The 
Grantee agrees to comply with the stricter of the procurement requirements between applicable state and local 
laws and the CDBG program procurement policy. 

34. Applicable to requirements for CDBG-DR projects (Appropriations Act, Pub. L. 115-123), Procurement 
standards must include the evaluation of the cost or price of the product or service. Federal Register/ Vol. 83, No. 
28 as amended by Federal Register/Vol. 83, No. 157. The CDBG-DR Grantee funds agrees to comply with the 
requirements to include the evaluation of the cost or price of the product or service, as described in the CDBG-
DR Cost Reasonableness Policy. 

35. The Grantee agrees to develop and adopt guidelines for a voluntary buyout program, either funded in full or 
partially funded by CDBG or CDBG-DR funds. The guidelines must meet the minimum policy requirements for 
the CDBG program. 

36. Applicable to requirements for the CDBG Voluntary Buyout program, the Grantee agrees that all real estate 
purchased in the name of the project, must have open space deed restrictions in perpetuity. 

37. Applicable to requirements for CDBG-DR projects which include CDBG-DR Housing Program activities, the 
Grantee agrees to develop guidelines for all housing assistance programs. The guidelines must meet the minimum 
policy requirements for the CDBG program and shall be adopted by resolution. The Grantee’s guidelines must 
include housing construction and rehabilitation standards, incorporating program design standards, minimum 
standards for compliance with Housing Quality Standards (HQS) and meeting compliance for Green Building 
Standards as outlined in the CDBG-DR Policies and Procedures Implementation Manual.  
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38. The Grantee agrees to adopt a Grievance and Appeals policy that address handling incoming complaints, 
including a complaint escalation process in order to ensure that complaints are handled at the earliest stage in the 
process. 

39. The Grantee agrees to comply with affordability periods for housing assistance programs as stated in the most 
relevant Federal Registers. 

40. The Grantee agrees to certify that the Grantee will administer funded program activities in accordance with the 
Fair Housing Act and that the Grantee will affirmatively further fair housing. 

41. The Grantee agrees to comply with federal labor standards requirements as defined in the Davis-Bacon Act, the 
Copeland Anti-Kickback Act, the Contract Work Hours and Safety Standards Act and the Missouri Prevailing 
Wage Law. 

42. The Grantee agrees to comply with the requirements of the eVerify federal work authorization program as 
defined in Section 285.525(6), RSMo., with respect to employees working in connection with the activities 
associated with the Funding Assistance. 

43. The Grantee agrees that as applicable, contracting organizations and their principals are not suspended or 
debarred from federal procurement and non-procurement programs.  

44. The Grantee agrees that any program income generated by the use of CDBG funds (including, but not limited to, 
sale of property acquired or constructed in whole or in part with CDBG funds) will be used for CDBG eligible 
activities that meet a HUD national objective, or returned to DED.  Use of program income is entirely at DED 
discretion.  The Grantee also agrees that it will inform DED of the generation of any program income after the 
closing of the project. Program income generated while the project remains open and active must be used for 
CDBG-eligible costs prior to drawing additional CDBG funds for those costs. 

45. The Grantee agrees to comply with the conflict of interest provisions specified in the CDBG Guidelines. 

46. The Grantee agrees to comply with the Missouri CDBG Grantee Language Access Plan Guidance to develop and 
adopt a Language Access Plan in order to provide Limited English Proficient (LEP) persons with meaningful 
access to programs and activities funded by the federal government and awarded by MO DED.  

47. The protection of Personally Identifiable Information (PII) data applies to all CDBG Grantees, subrecipients and 
contracted agents. Requirements of PII protection must be adhered to and as such are set forth in: Grant 
Agreements and subrecipient contracts and agreements. All entities participating with CDBG shall indicate their 
recognition, acceptance and concurrence with the CDBG PII policy by executing it and providing the executed 
copy to the CDBG Program. The existence of a signed copy for all entities will be a monitoring function and non-
compliance may cause penalties for future grant awards.   

48. The State agrees that it may, at any time, in its sole discretion, give any consent, deferment, subordination, 
release, satisfaction, or termination of any or all of the Grantee’s obligations under this Agreement, with or 
without valuable consideration, upon such terms and conditions as the State may determine to be (a) advisable to 
further the purpose of the Project or to protect the State’s financial interest therein, and (b) consistent with both 
the statutory purposes of the grant and the limitations of the statutory authority under which 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. 
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GRANTEE (CITY/VILLAGE/COUNTY): 

 
 
STATE OF MISSOURI 

PRINTED NAME: PRINTED NAME:  
SIGNATURE 
_________________________________________ 

SIGNATURE 
_________________________________________ 

CHIEF EXECUTIVE OFFICER DATE 
(City Mayor, Village Board Chairman, or  
Presiding County Commissioner) 

Division Director  DATE 
Business and Community Services                 
DEPARTMENT OF ECONOMIC DEVELOPMENT 

PRINTED NAME:  
SIGNATURE 
________________________________________ 

 

ATTEST DATE 
(City, Village, County Clerk, or other official of the 
Grantee) 

 

 

 

Note: The Grantee’s seal must be affixed over the Grantee’s signatures.  If no such seal exists, it must be 
properly notarized.  Three copies with original and printed signatures are required. 
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COMPLETING AND SUBMITTING AUTHORIZED SIGNATURE FORM (SFM01) 
 
Grant recipients must prepare and mail to DED the Authorized Signatures Form with original signatures for 
each project.  This form designates not less than two local 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 these persons on the Signature Form must be signed by each person exactly as their name 
appears on the form.  Another independent local official must then certify that the individuals listed at the top 
of the form are authorized to co-sign RFFs by signing on the bottom portion of the form.  The certifying official 
must be the highest ranking elected official whose name is not listed as a co-signer on the Signature Form.  
This official cannot co-sign RFFs submitted to DED.   Administrators who are not city/county officials 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 completed Signature Form with original signatures in blue ink, free of erasures and corrections, must be 
mailed to DED.  A second copy should be placed in the grantee's project files.  New signature forms must be 
resubmitted if less than two signatures remain with authority to submit RFFs, or a separate DED award is made 
to the same recipient in a subsequent year. 
 
Completing and Submitting Designation of Depository Form (SFM02) 
 
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 must be in a separate, non-interest bearing account.  Therefore, the 
funds should be transferred, from the account into which they are deposited, to the CDBG account 
immediately upon receipt if the receiving account is interest-bearing. The grantee must designate, on the 
SFM02 form in Section 2, the account into which CDBG funds be transferred. You may elect to have CDBG 
funds deposited into a general account. However, since many general accounts are interest-bearing, the funds 
must be transferred to a non-interest bearing account immediately after deposit.  

The State’s Office of Administration will now permit CDBG grantees to receive funds directly into a separate 
CDBG account, rather than going through the city or county’s general account, as long as the account is so 
designated on the ACH form and Vendor Input form as “City of Anytown – CDBG”. This title must be listed 
on the ACH form by Vendor’s name. Grantees may choose which options best suit their needs. 

The State of Missouri purges vendor account information from the state accounting system for vendors with 
no activity for a period of 12 months or more. Please monitor the status of activity on your CDBG and/or state 
account to ensure it remains active.  

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

The Designation of Depository 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 account is non-interest bearing, or will be 
transferred immediately upon deposit into a non-interest bearing account, 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 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 
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Insurance Corporation."  All recipients 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. 
One completed depository form with original signatures must be mailed to DED for each project.  The recipient 
should retain a copy for their project files. 
 
Vendor Input/ACH-EFT Application 
 
All CDBG funds must be disbursed via Automatic Clearing House. Communities will not submit a voided check 
or deposit slip with the application; the ACH form must be completed and an original must be mailed to CDBG.  
The form must have the account number and the routing number of the bank. Be sure that the account 
number is the same as the account number on the Designation of Depository Form (SFM02).  The form should 
be signed by the mayor/presiding commissioner, as well as by the authorized person of the listed financial 
institution.  Leave the space for the vendor number blank as that is a number the State of Missouri has/will 
have assigned. The account label/name must designate that it is a CDBG account. For example “City of 
Anytown – CDBG” should be included in the field “Name on Account” under the part to be completed by the 
Financial Institution.  

* Please verify with the grantee all current 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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MISSOURI DEPARTMENT OF ECONOMIC DEVELOPMENT 
 COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

 DESIGNATION OF DEPOSITORY:  DIRECT DEPOSIT (SFM02) 
 

MO 419-1459 (04-93) 

PROJECT NO. CONTRACT NO. 

SECTION 1:  DESIGNATION SECTION 2:  CERTIFICATION BY DEPOSITORY 
RECIPIENT   

The account identified in Section 1 has been established with this bank.  It is a non-interest bearing account. * If 
account is interest-bearing, this bank and the recipient agree that all funds will be immediately transferred upon 
deposit into _____________________________________. 
                  * Transfer Account No. 
All necessary documentation, including a power of attorney where necessary, which will enable this bank to 
receive CDBG funds directly from the State of Missouri to      without any 
                   Deposit Account No. 
endorsement by the payee, has been received and is in this depository’s custody. 
 
This depository’s deposits are insured by     .  Appropriate collateral  
      Insurance 
will be pledged by this bank any time that the depositor’s balance exceeds this insurance limit. 
 
Immediately upon deposit of CDBG funds we will notify the recipient and, subsequently, provided a copy of the 
check and documentation of deposit.  Monthly statements and copies of all checks will be provided to the 
recipient. 

ADDRESS 

CITY       STATE  ZIP CODE 

   

An account for the direct deposit of CDBG funds has been established at the following bank: 

BANK NAME 

ADDRESS AUTHORIZED BANK OFFICER’S TYPED NAME DATE 

CITY STATE ZIP CODE SIGNATURE OF AUTHORIZED BANK OFFICER 

The  account number to which all CDBG checks will be deposited is: 
SECTION 3:  DED PROCESSING 

ACCOUNT NO. 

I certify that this or the transfer account is a non-interest bearing account which shall be maintained on a basis 
consistent with Treasury Circular 1075. *If the account is interest-bearing, funds will transferred immediately 
upon deposit into the account referenced in Section 2. 

FIELD STAFF FISCAL 

GRANTEE CHIEF EXECUTIVE’S TYPED NAME    DATE DATE RECEIVED DATE RECEIVED 

SIGNATURE OF GRANTEE CHIEF EXECUTIVE CDBG APPROVAL INITIALS FISCAL APPROVAL INITIALS 

NOTE:  RECIPIENT SHOULD RETAIN ONE COPY AND SEND TWO SIGNED COPIES FREE OF ERASURES OR CORRECTIONS TO DED. 
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Located at:  http://oa.mo.gov/sites/default/files/vendor_input_ach_eftd.pdf 

http://oa.mo.gov/sites/default/files/vendor_input_ach_eftd.pdf
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CDBG FUNDING FORMS CHECKLIST 
 

Authorized Signature Form (SFM01) 

 Has the SFM01 form with original signatures been mailed to DED? 

 Has the form been signed (certified) by the highest ranking elected official NOT listed as a co-
signor on the SFM01?* 

 Does the form designate not less than two city/county employees or officials? 

 Does the form include your Federal Employer ID number (FEIN)? 

Designation of Depository Form (SFM02) 

 Has the SFM02 form with original signatures been mailed to DED? 

 Is the account number indicated on the form a general account? If not, has “-CDBG” been 
identified in the vendor account name?  

 Is the account indicated on the form an interest-bearing account? 

If yes, have arrangements been made to immediately transfer CDBG monies from the account 
once deposited? 

 Has the CDBG recipient signed the form? 

 Has the financial institution signed the form and certified the appropriate section? 

Vendor Input/ACH-EFT Application 

 Has the financial institution provided an authorized signature on the form? 

 Is the account number indicated on the form the same account number designated on form 
SFM02? 

 If the ACH is to establish a separate account for deposit of CDBG funds, is the proper CDBG 
notation included with the Vendor Name? 

 

*Use of Blue Ink for Signatures is requested. 
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REQUEST FOR FUNDS (RFF) 
After DED receipt and approval of the afore-mentioned items, CDBG recipients are permitted to submit a 
Request for Funds Form (RFF).  Please note the following items regarding an RFF: 

• Requests for payments must be authorized according to the recipient’s internal control process and 
signed by the persons designated on the Authorized Signature Form.  

• The recipient must establish cash management procedures and be able to provide documentation in 
the form of a cash transaction ledger. This should include the date of each receipt of federal funds 
from the state and the date of each expenditure on the grant, separating funds to be reimbursed from 
federal grant dollars, required matching funds and other funds.  

• Total funds requested cannot exceed the approved total budget for any activity without prior approval 
from DED. An analysis of the budget should be conducted whenever there are potential line item 
budget revision to ensure that the total costs are within the total project budget. 

• The cost reimbursement method of payment consists of the payment of CDBG funds to the recipient 
based on actual expenditures that the recipient has paid. Supporting documentation may include 
invoices, paid bills, purchase vouchers, payrolls, copies of checks, contractor pay applications, etc. All 
vouchers/invoices should be on vendors’ letterhead. Source documentation should explain the basis of 
the costs incurred and the actual dates of the expenditure. For example, source documentation on 
payments to contractors would include a request for payment, proof of inspection to verify work and 
materials, and cancelled checks.  

• The recipient may also request funds for incurred costs that the recipient is unable to pay ahead of 
receiving funds from DED. Supporting documentation includes invoices or similar documentation. At 
time of project monitoring, recipient must provide supporting documentation including bank 
statements and cancelled checks. 

• The recipient should allow 7 working days for payment to be processed, after required corresponding 
documentation has been submitted. Any payment request that is not completed properly may be 
returned to the recipient without being processed. Some of the reasons for return may include: 

1. Contracts not approved by DED (if applicable) 

2. Adjustments to amounts previously drawn not reported correctly or in a timely fashion. 

3. Administrative funds not requested proportionately to progress. 

4. Budget amounts, amounts previously drawn, and/or total expenditures to date do not 
agree with the DED’s records. 

5. Required match not documented prior to draw down of final CDBG funds, or a pro rata 
draw is not requested, if required. 

6. Unauthorized signature on RFF. 

7. There is a reason to stop payment on the grant). 

• The minimum amount that may be requested is $1,000.  Recipients may not maintain a cash balance in 
excess of $1,000 for more than three days (“three day rule”). In order to minimize the time elapsing 
between the transfer of funds from the U.S. Treasury and disbursement by the recipient, DED will 
inform grantees of draw dates for funds, in order for recipients to most accurately project cash needs, 
receive timely transfers from the state and disburse funds. Contact DED with any questions concerning 
this process.  
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• Recipients should request funds to meet actual current cash requirements.  Requests must be include 
accurate information. Disbursement of funds must occur in a timely manner. If payment takes longer 
than the three days (see “three day rule” above), written justification is to be maintained in the project 
files.  

• In the case of requesting funds for a real estate closing, a preliminary draft of the HUD-1, prepared by 
the closing agent is to be submitted with the request for funds. The timing of the transfer of funds to 
the grantee is to be considered in relation to the date of the closing.  The grantee is to expend funds 
within three days of the transfer. If the closing is postponed, please contact DED. 

• Requisitions are limited to funds for exempt activities (e.g., planning, audit, administration, and 
engineering design) until the Environmental Review process is complete and a Notice of Removal of 
Grant Conditions has been issued.  (See the Environmental Review Chapter.) 

• All RFF forms should be numbered sequentially and maintained as part of the financial management 
file.  Please initial any erasures or corrections made to the request. 

• Two signatures are required on each RFF.  Persons co-signing the RFF must be listed as authorized to 
sign on the Signature Form.  Signatures must be signed exactly as they appeared in typed form on the 
Signature Form. Use of blue ink for signatures is very helpful for review of RFFs. We request that you 
use blue ink when possible to expedite verification of original signatures. 

• Blank RFFs should not be pre-signed by city officials. 

• Recipients should limit submissions to two RFFs per month. Internal procedures should be streamlined 
to ensure invoices and documentation are aggregated for the appropriate time period and submitted 
with the RFFs.  

• Recipients are permitted to establish escrow accounts to facilitate payments to small contractors in a 
housing rehabilitation program only.  Amounts held in the escrow account must not exceed the 
normal cash flow need of 10 days.  The escrow account may be interest bearing.  The interest earned 
can be used to pay administrative costs; however, interest in excess of $100 earned in a calendar year 
must be returned to DED. 

The DED may withhold payment of CDBG funds for one or more of the following reasons: 

• Semiannual and/or annual reports are not received 

• Audit report or response to request to report other federal assistance received 

• Response to monitoring or other requests not received 

• Noncompliance with other grant agreement terms. 

 

For public facility projects, the maximum allowable drawdown for administration funds is as follows: 

• No more than 25% at time of removal of grant conditions. This means lesser amounts can be 
drawn prior to the release of funds. 

• Up to 50% upon approval of first contractor's payroll (for in-kind labor, this will be after first draw 
for materials) 

• Up to 75% upon 50% construction draw 

• 90% prior to final paperwork – 10% of administration must remain until closeout 

• 100% after completion of all final paperwork with possible exception of audit 
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For neighborhood development projects, the maximum allowable drawdown for administration funds is as 
follows: 

• No more than 25% at time of removal of grant conditions. This means lesser amounts can be 
drawn prior to the release of funds. 

• 50% upon completion of three houses 

• 90% prior to final paperwork – 10% of administration must remain until closeout 

• 100% after completion of all final paperwork with possible exception of audit 

  
 

Instructions for Completing the new one-page RFF: 
The form contained in this manual is available in MS Excel online at http://ded.mo.gov/upload/rff.pdf . 
The RFF for Disaster-funded (DF, DI, DS) projects only is located at 
https://ded.mo.gov/pdfs/CDBG%20Forms/RFF-%20Disaster%20Projects-15.pdf and scroll to the Financial 
Forms section. This form includes an additional field titled “DRGR Activity #” that will need to be 
populated from information on the funding approval. Please use the following instructions when 
completing the online form. A PDF version is available, but does not contain programmed fields. 

1. The gray highlighted areas should be input directly with information taken from the funding 
approval, current invoices, and expense details, as applicable.  

• For Section 1: List all payees for current RFF being submitted. Payee name should reflect 
check recipient.  

1. For multiple payees from a single activity, list each payee on its own line. 
(i.e. ABC Construction and DEH Construction should not be combined). 

2. For payees with multiple invoices under the same activity, combine the invoice 
totals.  
(i.e. ABC Construction has two invoices, $3500 and $1500. These should be 
combined and listed as $5000) 

3. For payees being paid from more than one activity, list the activities separately.  
(i.e. ABC Construction is being paid $2000 for Sewer and $8000 for Streets. These 
items should be listed separately) 

*If the City/County is being reimbursed for a previous eligible expense, the payee 
should be listed as “City/County Reimbursement for ...” 

• For Section 2: List all CDBG-funded activities listed on the funding approval.  
2. The remaining fields should calculate automatically based on input of the gray cells. 

 

http://ded.mo.gov/upload/rff.pdf
https://ded.mo.gov/pdfs/CDBG%20Forms/RFF-%20Disaster%20Projects-15.pdf
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CDBG Staff Use Only     RFF#   
RFF Review:       Date   
Exp. Review:       Amount of this Request 
Check Date:        $0.00 
             

Grantee Name:   Project #:   
Award 
Date:   

Instructions: Submit the originally signed form to:  CDBG Program, ATTN:  RFF, Department of Economic Development 
PO Box 118, Jefferson City, MO  65102.  The grantee must keep one copy for their files.  

Section 1:  Identification of Program Costs     
       
     (See Grant Contract Agreement.  Appendix A /Funding 

Approval) 
 

PAYEES per activity/details AMOUNT 
          Activity Name (list each only once) Number   
        
        
        
        
        
        
        
        

            
 $                   
-    

Section 2:  Activity Budget Status Report 
PROGRAM ACTIVITIES   Previous 

Funds 
Requested 

 
Enter all CDBG Funded Program Activities Listed on Funding Approval This 

Request 

Remaining 
CDBG 
Funds Activity Name Activity # Grant Award 

          $0.00 
          $0.00 
          $0.00 
          $0.00 
          $0.00 
          $0.00 
          $0.00 

     1 2 3 

TOTALS  $                      -    
 $                          
-     $                    -    $0.00 

Section 3:  Authorized Signatures     
I hereby affirm that the information above is true and correct, and the funds requested will be used according 
to the conditions of the CDBG grant agreement with the State of Missouri. 
         
Typed name:   Signature:   Date:   
Typed name:   Signature:   Date:   
         
Only authorized persons may sign the RFF form, and they must do so in the same manner as the signature 
card. 
Preparer:  Phone:   Email:  
                  
NOTES:   
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CDBG Staff Use Only     RFF#           1 

RFF Review:       Date 1/1/2019 
Exp. Review:         Amount of this Request 
Check Date:          $6,500.00 
             

Grantee Name:  Anytown, MO Project # 2019-PF-01 

Instructions: Submit the originally signed form to:  CDBG Program, ATTN:  RFF, Department of Economic Development PO Box 
118, Jefferson City, MO  65102.  The grantee must keep one copy for their files.  

Section 1:  Identification of Program Costs     
     PROGRAM ACTIVITIES  
     (See Grant Contract Agreement.  Appendix A 

/Funding Approval) 
 

PAYEES per activity/details AMOUNT 
          Activity Name (list each only once) Number   
 Grant Administrator Administration 35 1000.00 
ABC Construction Sewer 10 2000.00 
ABC Construction Streets 13 1000.00  
 DEH Construction Streets 13 2500.00  
        
        
        

          Total (must equal Section 2, Total 1) 
  

$     6,500.00   
Section 2:  Activity Budget Status Report 

PROGRAM ACTIVITIES   Previous 
Funds 

Requested 

 
(Enter all CDBG Funded Program Activities Listed on Funding Approval 

This Request 
Remaining 

CDBG Funds Activity Name Activity # Grant Award 
Administration 35 5,000.00 1,000.00 0 4000.00 

Audit 40 500.00 0.00 0 500.00 

Engineering Design 36 5,000.00 0.00 0 5000.00 

Relocation 28 10,000.00 0.00 0 10,000.00 

Streets 13 100,000.00  3500.00 0 96,500.00 

Sewer 10 79,500.00  2000.00 0 77,500.00 

       

       

       

    1 2 3 

TOTALS 
 $                      
-   200,000.00 

 $                          
-   6,500.00 

 $                    
-   0.00 $193,500.00 

Section 3:  Authorized Signatures     
I hereby affirm that the information above is true and correct, and the funds requested will be used according to the 
conditions of the CDBG grant agreement with the State of Missouri. 
         
Typed name:  Clara Clerk Signature:   Date: 1/1/2019 
Typed name:      Conrad Councilman Signature:   Date:  1/1/2019 
         
Only authorized persons may sign the RFF form, and they must do so in the same manner as the signature card. 

Preparer:  Frank Finance  Phone: 
314-555-
1234 Email: finance@anytown.mo 

                 
NOTES: 
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CDBG Staff Use Only     RFF# 2 

RFF Review:       Date  4/1/2019 
Exp. Review:         Amount of this Request 
Check Date:          $14,500.00 
             

Grantee Name:  Anytown, MO Project # 2019-PF-01 

Instructions: Submit the originally signed form to:  CDBG Program, ATTN:  RFF, Department of Economic Development PO Box 
118, Jefferson City, MO  65102.  The grantee must keep one copy for their files.  

Section 1:  Identification of Program Costs     
     PROGRAM ACTIVITIES  
     (See Grant Contract Agreement.  Appendix A 

/Funding Approval) 
 

PAYEES per activity/details AMOUNT 
          Activity Name (list each only once) Number   
City Reimbursement for Payment to DEH Sewer 10 1,000.00 
 John Smith Relocation 28 7,500.00 
 B Construction Co. Sewer 10 6,000.00 
        
        
        
        

          Total (must equal Section 2, Total 1) 
 $                   - 

14,500.00   
Section 2:  Activity Budget Status Report 

PROGRAM ACTIVITIES   Previous 
Funds 

Requested 

 
Enter all CDBG Funded Program Activities Listed on Funding Approval 

This Request 
Remaining 

CDBG Funds Activity Name Activity # Grant Award 
Administration 35 5,000.00 0.00 1,000.00 4,000.00 
Audit 40 500.00 0.00 0.00 500.00 
Engineering Design 36 5,000.00 0.00 0.00 $0.00 
Relocation 28 10,000.00 7,500.00 0.00 2,500.00 
Streets 13 100,000.00  0.00 3500.00 100,000.00 
Sewer 10 79,500.00  7,000.00 2000.00 70,500.00 

      
      
      
    1 2 3 

TOTALS 
 $                      
-   200,000.00 

 $                          
-   14,500.00 

 $                    
-   6,500.00 $179,000.00 

Section 3:  Authorized Signatures     
I hereby affirm that the information above is true and correct, and the funds requested will be used according to the 
conditions of the CDBG grant agreement with the State of Missouri. 
         
Typed name: Clara Clerk Signature:   Date: 4/3/2019 
Typed name:     Conrad Councilman Signature:   Date: 4/3/2019 
         
Only authorized persons may sign the RFF form, and they must do so in the same manner as the signature card. 
Preparer: Frank Finance  Phone: 314-555-1234 Email:  finance@anytown.mo 
                 
NOTES: 



CDBG Administrative Manual 
Financial Management 

III-25 

ESTABLISHING AND MAINTAINING THE CDBG ACCOUNTING RECORDS SYSTEM 
The financial management system used by local government recipients of CDBG funds must satisfy all of the 
unique requirements of CDBG.  In particular, it must satisfy the standards governing a grantee's financial 
management system outlined in 2 CRF Part 200 and 24 CRF Part 570.  These standards require that the 
recipient's accounting system must: 

1. Provide accurate, current, and complete disclosure of the financial status of the CDBG project by eligible 
program activity;  

2. Compile and justify data required in reports submitted to DED;  

3. Have records that identify adequately the source and disposition of funds for project activities. (Recipients 
must be able to trace every CDBG dollar received and prove where it went and for what it was used - an 
audit trail must be established.);  

4. Provide effective control over and accountability for CDBG funds, property and other assets, including 
proper segregation of duties;  

5. Compare actual expenditures with budgeted amounts by program activities;  

6. Procedures to minimize the amount of time elapsed between the transfer of funds from the US Treasury 
and the disbursements by the grantee;  

7. Have accounting records that are supported by source documentation verifying the “reasonableness, 
allowability and allocability” of costs 

8. Document sources of funding other than CDBG project funds 
 
Recipients may elect either to use their existing accounting system or to use the accounting system described 
in this chapter.  If recipients elect to use their existing accounting system, then they must demonstrate to DED 
that the system satisfies CDBG standards and requirements and can provide the information described herein. 
If recipients elect to use the accounting system described below, they should have no difficulty satisfying CDBG 
requirements and documenting financial decisions related to their CDBG programs.  Space is provided on the 
Authorized Signature Form to indicate which accounting system will be used. 
 
Financial Management Records 

The records that are required to be maintained by Missouri's state CDBG grant recipients are listed below.  
These financial management records, or a copy of these records, should be kept at City Hall or the County 
Office.  At a minimum, the following information must be generated in any accounting system utilized for 
CDBG: 

1. Transaction date, description, source document reference and amounts 

2. Summary of receipts (e.g., CDBG funds or program income) 

3. Summary of disbursements by program activity (eligible program activities are documented in the grant 
contract) 

4. Summary of cash transactions 

5. All source documents should be maintained for future review 

6. If local and/or other agency funding is part of the funding agreement, then an accounting system (separate 
ledgers) should be maintained which provides information similar to items noted in 1 through 5 above. 
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One should keep in mind that the accounting records and procedures have been designed for non-accountants 
and specifically for use with CDBG projects.  It is suggested that recipients go through the example of the CDBG 
accounting system included herein after they have reviewed the management requirements. 
 
Document Coding 
 
Transactions recorded in the system must always be referenced to a source document (e.g., check number, 
RFF number, an amendment number or the original contract budget award). 
 
Cash Control/Project Activity Ledger 
 
Information maintained in the Cash Control/Project Activity Ledger provides a means of: 

1. Maintaining a record of CDBG funds to document that funds have been used to meet immediate needs 

2. Documenting compliance with the State's cash balance policy 

3. Recording the receipt of program income 

4. Preparing the RFF and other State financial documents 

Transactions should be posted in a timely manner in order to document that the recipient has controlled costs 
within the amount allocated for each of the approved activities.  A separate ledger sheet may be used for each 
program activity if desired. 

The Project Activity Ledger portion of the Cash Control/Project Activity Ledger provides: 

1. Means of summarizing disbursements on a periodic basis to facilitate the comparison of actual 
expenditures to budgeted amounts 

2. Documentation needed to report to the State on an activity basis 
 

Internal Control 
 
It is essential that recipients establish internal controls in their financial management systems to provide 
effective control over and accountability for all funds, property and other assets and to ensure that they are 
used for authorized purposes. Some of the points that recipients should keep in mind when establishing 
internal controls are listed below. 

• Financial management responsibilities should be separate so that no one has complete control 
over all phases of any significant transaction. EX:  Person(s) authorized to sign RFFs should be 
different from the person(s) authorized to write/sign the checks on the account. An organizational 
chart, or at the minimum, a written definition of duties and formal system of authorization and 
supervision should be established to govern financial management responsibilities. 

• Verification and reconciliation of cash balances with bank statements should be made by 
employees who do not handle or record cash or sign checks. 

• All CDBG expenditures by the grantee should be approved by the City Council/County Commission 
through the normal "bill-paying" procedures prior to payment. 
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Steps for Establishing a CDBG Financial Management System 

Establishing and maintaining the CDBG financial management system will require recipients to: 

1. Decide which accounting system to use and notify DED of this decision on the Authorized Signature Form 
(SFMO1) 

2. Organize the accounting records, including the Cash Control/Program Activity Ledger and, if appropriate, 
the Other Projects Funds Ledger 

3. Use the CDBG eligible activity codes in their records (taken from the grant contract documents) 

4. Establish an activity ledger account for each activity listed in the grant agreement (this should be 
incorporated into the Cash Control/Program Activity Ledger) 

5. Establish a separate ledger for each activity, showing contracts entered into and amounts expended 
(examples of both ledgers are included herein) 

6. Record all CDBG financial transactions on the appropriate journal or ledger 

7. Establish internal controls in the financial management system 
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SAMPLE PROJECT LEDGER 

 

Date Transaction
Funds 

Available Rff# Check#
Cash 

Receipts
Cash 

Disbursements Admin Audits
Eng. 

Design Relocation Streets Sewer
Budget 200000 5000 500 5000 10000 100000 79500

6/16
1/28 State of Missouri 6500 1 6500
1/28 Grant Administrator 101 1000 1000
1/10 J. Doe Engineering 102 5000 5000
2/10 Newspaper 103 104 104
1/4 Archaeologists, Inc. 104 231 231

Balance 193500 165 3665 500 10000 100000 79500
0

4/25 State of Missouri 14500 2 14500
4/25 Grant Administrator 105 1000 1000
4/27 John Smith 106 7500 7500
4/27 B Construction Co. 107 6000 6000

Balance 179000 165 2665 500 0 2500 100000 73500

6/8 Amendment -2500 2500
Balance 179000 0 76000

9/4 State of Missouri 111000 3 111000
9/4 Grant Administrator 108 2000 2000
9/4 B Construction Co. 109 76000 76000
9/6 C Construction Co. 110 33000 33000

Balance 68000 165 665 0 0 0 67000

3/2 State of Missouri 66000 4 66000
3/5 C Construction Co. 111 65000 64000
3/4 Grant Administrator 112 665 665
4/10 CPA 113 500 500

Balance 2000 0 0 0 0 0 2000

2000 to be deobligated
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Line # Date Description 

1 11/20/18 Set up budgets for total grants and each expense category.  (If local matching 
money is to be used, do not record it here.  Keep it on a separate ledger sheet.) 

4 1/8/19 Request For Funds (RFF) #1 received from DED, $6500.00 

5 1/8/19 Pay Grant Administrator $1000.00 for administrative fees, Check #101 

6 1/9/19 Pay Engineer $5000.00 for engineering services, Check #102 

7 1/15/19 Pay Newspaper $104.00 for running public notices, Check #103 

8 2/04/19 Pay $231.00 to have cultural resource assessment done, Check #104 

9  This line represents a subtotal of all activity-to-date.  You may subtotal this ledger 
whenever it is the most convenient to you. 

11 4/7/19 Request For Funds (RFF)  #2 received from DED, $14,500.00 

12 4/8/19 Pay Grant Administrator $1000.00 for administrative fees, Check #105 

13 4/8/19 Pay John Smith $7500.00 for relocation costs, Check #106 

14 4/15/19 Pay "B Const. Company"  $6000.00 for work-to-date on the sewer,  Check #107 

15  Subtotal the grant activity-to-date. 

17 6/08/19 All the relocation work was finished and $2500.00 was left in its budget.  The sewer 
project was expected to cost more than originally planned.  Therefore, a formal 
amendment was sent in to DED, and approved, to transfer the $2500.00 remaining 
in the relocation budget to the sewer budget.  (Record transfers only if they have 
been formally amended and approved by DED.) 

18  Subtotaled the grant activity-to-date. 

20 8/30/19 Request For Funds (RFF) #3 received from DED, $111,000.00 

21 9/04/19 Pay Grant Administrator $2000.00 for administrative fees, Check #108 

22 9/04/19 Pay "B Const. Company" $76,000.00 for work on sewer, final bill, Check #109 

23 9/06/19 Pay "C Const. Company" $33,000.00 for work-to-date on the street, Check #110 

24  Subtotaled the grant activity-to-date.  Note any negative balances.  You are allowed 
to transfer the budgeted amounts between line items, up to 10% of the total grant, 
up to a $10,000.00 limit, in all line items except audit, administration, and 
engineering.  
Money may be transferred out of those three, but not into them.  Do not record 
these transfers unless formally approved by DED. 

26 3/02/20 Request For Funds (RFF) #4 received from DED, $66,000.00 

27 3/05/20 Pay "C Const. Company" $65,000.00 for work on streets, final bill, Check #111 

28 3/04/20 Pay Grant Administrator $665.00 for administrative fees, Check #112 

29 4/10/20 Pay CPA $500.00 to perform audit, Check #113 

30  Subtotal final grant activity 

33  $2000.00 of grant money was not used.  This will be deobligated.   
Note: If there is any cash on hand at end of grant, it must be returned to DED. 
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PROGRAM INCOME 
For the purposes of administering state CDBG grants, it is important to distinguish between two types of 
income:  interest income and program income.  All bank accounts holding grant monies from the State must 
be non-interest bearing.  However, if interest is earned on CDBG funds it is considered to be interest income, 
and must be returned to HUD.  Contact CDBG if interest is earned.  In general, program income is defined as 
those revenues received by the CDBG recipient during the period that grant assistance is provided for grant-
supported activities.  For example, if a CDBG recipient has a housing rehabilitation or economic development 
loan program, the receipt of payment on the principal as well as any earned interest on the loan is considered 
to be program income.  In addition to this form of program income, other specific forms of program income 
include: 

• the proportional share of proceeds from the disposition of real property to the extent to which the 
property was purchased with CDBG monies (e.g., if CDBG monies were used to pay ninety percent 
of the acquisition cost of a parcel, ninety percent of the sale price of the property would be 
considered CDBG program income if the property was sold) 

• the share of proceeds from special assessments levied to cover the cost of constructing a public 
work or facility proportional to the percent of CDBG monies used for construction 

• the interest earned from the investment of program income 

• the payments of principal and/or interest on loans made with CDBG monies 

If the monies are considered program income, grantees must inform DED of the receipt of these monies and 
obtain DED approval concerning their use.  Program income must be identified clearly in the recipient's 
accounting system.  DED may, at its discretion, require CDBG recipients to return program income to the State.  
When recipients do retain program income, they must disburse program income prior to requisitioning 
additional monies from DED to finance approved community development activities. 

Two situations involving program income have special rules.  For proceeds derived from the sale of real 
property acquired with CDBG monies, program income shall be used for community development activities 
within the general purposes of the Housing and Community Development Act of 1974.  However, the CDBG 
recipient must obtain prior DED approval to use program income in this manner.  For program income to be 
received after grant close-out, recipients must consult with DED.  At its discretion, DED may require that such 
program income be returned to the State, or allow it to be used by the recipient in other community 
development activities.  A re-use plan for program income may be required to be submitted to DED prior to 
grant close-out. It may be necessary to undertake an environmental review for any new CDBG activities that 
are funded with program income. 

Steps 

1. Identify those activities that are likely to produce program income. 

2. Review DED procedures regarding the use of program income. 

3. Upon receipt of program income, record in the Cash Control/Program Activity Ledger indicating source, 
date and amount received. 

4. Obtain DED approval for applying program income to any new or existing community development 
activity.   

5. For program income derived from a revolving loan fund, request DED determination as to the disposition 
of program income at grant close-out. 

6. After obtaining approval concerning allocation of program income to a CDBG eligible activity, make the 
appropriate journal entry to your accounting records. 
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DED FINANCIAL MANAGEMENT REPORTING 
The Request for Funds Form (RFF), described in detail earlier in this chapter, provides DED with frequent 
financial management information that is useful in monitoring grantees' projects and updating DED's records.  
Aside from informing DED of the amount of funds being requested, the form indicates the amount of cash that 
recipients are keeping on hand, payments over $1,000 or more, program income received to date, and the 
total amount of CDBG funds remaining in the project. 

It is important that the Budget Status Report (Section 2 of RFF) reflect the actual expenditures in each line 
item, submitting amendments or detailed explanations for changes, if necessary.  As stated previously, monies 
may not be transferred between activity line items, which exceed 10% of the total grant award or $10,000, 
whichever is less, without prior approval by DED through the amendment process. No funds may be spent 
which exceed the awarded amounts in administration, engineering (design and inspection), other professional 
services, or legal line items without prior DED approval through the amendment process.  If smaller revisions 
of other activities are necessary, please identify and explain the changes in some form of notation in the Notes 
section at the bottom of the form. The Budget Status Report is an important tracking tool for DED.  

Action Fund (Economic Development Loans) Request for Funds:  RFFs submitted for Action Fund loans must 
be accompanied by invoices totaling the amount of funds being requested. Copies of the cancelled checks, or 
proof of payment of all invoices submitted, must be retained by the grant recipient in the financial records for 
audit purposes. 
 

RETURN OF OVERPAYMENT OR UNUSED FUNDS 
From time to time, it may be necessary to reimburse or return funds to the state for RFFs requested and paid 
that are in excess of estimated payments.  If such a situation occurs, return the overpayment or overdraw 
amount to the CDBG program at PO Box 118, Jefferson City, MO 65102.  Checks should be made payable to 
State of Missouri – CDBG. This process is not to be confused with that for return of funds due to interest 
earned on deposited CDBG funds. It is necessary to reconcile return of funds by subtracting the total amount 
of the return from the previous amount requested column of the appropriate activity on the back of the 
subsequent RFF to be submitted.  

LOCAL AND OTHER AGENCY MATCH 
A primary consideration in the review of CDBG applications is the amount of local and other agency cash and 
in-kind resources proposed for the project.  The Funding Approval form (part of the Grant Agreement) 
indicates the amount of resources that must be devoted to the project.  

Local Cash Recordkeeping:  The minimum records to maintain regarding local cash are the date, amount and 
purpose of each check written from local funds toward the project. It is recommended that local funds not be 
mixed with CDBG funds in the accounting system. 

Other Agency Recordkeeping:  Other agency funding is subject to the same audit requirements as CDBG 
funding.  Recordkeeping is to be maintained in accordance with other agency requirements and should be 
accessible to DED review. 

In-Kind (Force-Account) Recordkeeping:  This includes non-cash actions such as using the grantee's employees 
to perform work on the project or to use construction materials from the grantee's stockpile.  All force-account 
work which is paid for with CDBG funds or counted toward local match must be documented with time sheets 
and/or other verification of cost or value. 
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FUNDING APPROVAL/GRANT AGREEMENT AMENDMENT 
A funding approval/grant agreement amendment is required to be submitted in triplicate, all with original 
signatures, under the following conditions: 
• All budget revisions between activity lines 
• Transfer of any amount of funds to any professional services line item 
• Request for grant increase, or deobligation of funds remaining at the close of grant 
• Request for addition of funds for any activity not listed on funding approval 

For any change of scope of the activities which does not involve budget items or which involves other agency or local 
funds, a letter signed by the city/county official requesting the change is used instead of this amendment form. All 
grantees should detail the reasons for any change or revision necessitated by the funding approval/grant agreement 
amendment in the area for “Explanation of Request”.  This is helpful for us to document the reasons for the change 
and justify approval/denial of the request.  We are unable to accept RFFs that reflect a negative balance in any line 
item. If budget line item changes require drawing more from an activity than is currently allocated, (but for which an 
amendment is not required) it is important to submit information with the RFF to 1) identify the reason for the 
difference, 2) denote which line item should be decreased to account for the overage, and 3) award amounts should 
be updated to reflect the new amounts. If revisions will require a formal amendment, submission of the amendment 
should precede submission of the RFF to allow processing of the new funding balances in our data systems. Revisions 
that do not require a formal amendment should be clearly indicated in the Notes of the RFF, and reported to your field 
representative.  
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**FINANCIAL MANAGEMENT HELPFUL HINTS** 
 
 Ensure the CDBG general ledger is accurate and current. 

 
 Segregate the duties of writing checks and balancing/reconciling the CDBG account 

monthly. 
 

 Understand and complete all five steps in the grant payment process referenced on page III-
2. 

 
 Grant funds must not remain in the account for more than three days. 

 
 Review the funding approval for accuracy and understand all terms of grant agreement 

prior to execution. 
 

 To check on status of payments, have the grantee FEIN ready and go to: 
https://www.vendorservices.mo.gov/vendorservices/VendorPayment/Login/Login.aspx?tid
=0&type=1 . You may also contact the Office of Administration at 573-751-2971 to inquire 
about receiving automatic email notifications when payments are made.  

 
 

https://www.vendorservices.mo.gov/vendorservices/VendorPayment/Login/Login.aspx?tid=0&type=1
https://www.vendorservices.mo.gov/vendorservices/VendorPayment/Login/Login.aspx?tid=0&type=1
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Reporting 
Introduction 
 
As part of the requirements for increased accountability and transparency in federally-funded programs, 
the US Department of Housing and Urban Development (HUD) requires grantees to identify and 
demonstrate the results of its programs. HUD‘s movement to produce streamlined and measurable 
outcomes and objectives are one of the methods used to evaluate grant performance.   

In this chapter we will address the three primary areas of reporting compliance for CDBG programs. 
Examples of each report follow report descriptions. 

• Quarterly reporting for all projects funded with supplemental CDBG disaster appropriations (DI, 
DN, DT, DS, DP) 

• Annual reporting for all CDBG-funded Economic Development projects with proposed direct 
beneficiaries, such as job creation 

• Close-out reporting for all CDBG-funded projects with indirect beneficiaries 
• Remediation Plans/ Expenditure Projections – ensuring timely expenditure of funds and 

accomplishment reporting 
 

CDBG Disaster Supplemental Reporting 
 
Quarterly reporting is mandated for all projects funded with CDBG Disaster Supplemental funding (DI, 
DN, DT, DS, DP). Forms are generated with the appropriate performance measures information based 
on the project application and the final award of the project. This form is then emailed to grantees for 
update and submittal each quarter.  

The performance measure assigned is based on the activity to be undertaken by the project. Most public 
facilities projects will use the # of persons benefitting from the activity as the unit of performance. Other 
projects may require a proposed and per-quarter accounting of the linear feet of public improvement, 
etc. The performance measure is assigned by HUD and DED, and tracked throughout the system by the 
“DRGR Activity #” listed on the CDBG Grant Agreement/Funding Approval for the project. Quarterly 
Reports (QPRs) must address the following: 

 Property addresses must be reported quarterly for all acquisitions and demolitions, and 
race/income data must be reported for all occupants or beneficiaries of direct housing activities 

 A summary narrative must be submitted each quarter by each grantee, the content of which 
may be dictated by each individual field representative, in order to aid them in a thorough and 
timely review of all their area reports. 

 Each QPR is a snapshot and should only contain data for the current quarter 
 Information on beneficiaries is counted by household, not persons in the household 

If the activity proposed will benefit persons directly (job creation, job training, housing), the 
race/ethnicity, income level and head of household information is required to be reported and tracked. 
Additionally, individual addresses must be submitted for all residential properties directly acquired or 
demolished with CDBG disaster funds.  
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Project funded with Disaster Supplemental Appropriation – Indirect 
beneficiaries 

Quarterly Performance Report 
Performance Report – Activity 

 

Grant Number: 
 

QPR Start Date: 
 

Grantee Name: 
 

QPR End Date: 
 

DRGR Grantee Activity Number:  
 
 

DRGR Activity Type:  
 

Performance Measure Proposed Total Actual Total for Quarter Low Mod 

# of person benefitting    
 

 
   

 

 

Total Activity Budgeted, Disaster 
Recovery Grant: 

 

Total Activity Funds Drawn for quarter: 
 

 

Activity Progress Narrative: 

 
 

 

Project funded with Disaster Supplemental Appropriation – Direct beneficiaries 
Grant Number:  QPR Start Date: 

Grantee Name: 
 

QPR End Date: 
 

DRGR Grantee Activity Number:  
 

Activity Type:  
 

Please enter address of units assisted this quarter. Tab to insert additional lines. 
Street City County Zip 
    

    

    
 

   Income Level Female 
HOH 

Race/Ethnicity* 

Performance Measure Proposed  Actual for 
quarter 

Low Mod   

# of housing units 
  

    

# of households Benefitting 
 

    * enter in table below 
 

 Beneficiary Hispanic 

White:   

Black/African American:   

Asian:   
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American Indian/Alaskan Native:   

Native Hawaiian/Other Pacific Islander:   

American Indian/Alaskan Native & White:   

Asian & White:   

Black/African American & White:   

Am. Indian/Alaskan Native & Black/African Am.:   

Asian & Native Hawaiian/Other Pacific Islander:   

All Others:   

Totals (must match # of households benefitting for quarter – above)    
 

Activity Progress Narrative: 
 

 

 
 
Reporting for Projects Funded with Annual CDBG Allocation   
 
Direct beneficiaries. In years past, close-out reporting of CDBG projects was sufficient to demonstrate 
the results and impact of individual CDBG projects on the citizens of its community. However, federal 
reporting requirements now mandate that projects proposing direct benefits must annually report on 
the progress toward proposed performance. Therefore, all projects with a proposed direct benefit to 
persons through job creation or housing must report annually on the beneficiaries assisted for the 
program year.  Grantees will be mailed the reporting form annually in April for report of data collected 
from the previous April 1 to March 31 (the prior program year). Reports are due back by May 15.   
 
Indirect beneficiaries. For all public facilities projects, proposed measures are captured at the beginning 
of the project on Form U, and actual results are reported at closeout via the closeout forms. Public 
facilities projects generally do not benefit any person until construction or improvement is complete. 
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MISSOURI DEPARTMENT OF ECONOMIC DEVELOPMENT 
COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

ANNUAL DATA REPORTING FOR CDBG ACTIVITIES 
 

Please list the number and percentage of  
beneficiaries who are: 

C.   *Type of Jobs Created 04/01/19 to 
03/31/20*                                                       
(refer to below job categories) 

Total # LMI 
Jobs 

Low/Mod Income 
Between 80%-50% 

Low Income 
Between 50%-30% 

Very Low Income 
30% and below 

     

 

*  Officials and Managers (OM) ; Craft Worker – Skilled (CW); Professional (P); Operatives – Semi-Skilled (OP); Technicians (T);             Laborers – Unskilled (LB); 
Sales (S); Service Workers (SW); Office and Clerical (OC) 

D.  Race/Ethnicity Data 

 Total Direct 
Beneficiaries 

Hispanic Direct 
Beneficiaries 

White:   

Black/African American:   

Asian:   

American Indian/Alaskan Native:   

Native Hawaiian/Other Pacific Islander:   

American Indian/Alaskan Native & White:   

Asian & White:   

Black/African American & White:   

Am. Indian/Alaskan Native & Black/African 
Am.:   

Asian & Native Hawaiian/Other Pacific 
Islander:   

All Others:   

TOTAL   

Total #  with immediate Prior Unemployment   

GRANTEE:   PROJECT NUMBER: 

Activity Outcome Indicators PROPOSED 
NUMBER 

NUMBER 
REPORTED 

IN 
PREVIOUS 

YEARS 

TOTAL # FOR 
PERIOD ONLY*   
04/01/19 -03/31/20 

A. Jobs Created Total number of Jobs:      

a. Of those, number with employer-
sponsored healthcare      

B. Jobs Retained Total number of jobs:      

a. Of those, number with employer-
sponsored healthcare      
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Example 4: Reporting for Regular CDBG Indirect Beneficiaries 
FY2018 APPLICATION:  FORM U – DATA COLLECTION FOR CDBG ACTIVITIES 

 

Applicant:  

Category Corresponding Activity Data Required   

Community Facility A   

Downtown Revitalization A   
Microenterprise/Economic Development C,D and/or E   

Other Public Needs:   

      Rural Affordable Housing  (see RAH application)   

ADA A DATA 
BSD A Collected at 

time of 
Application 

Collected 
at time of 
Closeout 

Demolition B 
Water/Sewer (Engineering Plans-Specs) A 

Activity Outcome Indicators PROPOSED ACTUAL 
E. Public facility, Downtown 

Revitalization or Public 
Infrastructure activities 

Number of persons with: 
  
  

a. new access to benefit, or     
b. improved access to benefit     

c. improved quality of benefit   

F. Demolition Only Number of demolitions:     

Economic Development Activities – For jobs created or retained, select from only among the following Economic Development 
Administration(EDA) job category definitions: 

Officials and Managers (OM)                   Craft Worker – Skilled (CW) 

Professional (P)                                        Operatives – Semi-Skilled (OP) 

Technicians (T)                                         Laborers – Unskilled (LB) 

Sales (S)                                                   Service Workers (SW) 

Office and Clerical (OC)  

G. Jobs Created Total number of Jobs:     

a. Of those, number with employer-sponsored healthcare     
b. **Type of jobs created     

c. Number unemployed before taking job     

H. Jobs Retained Total number of jobs:     

a. Of those, number with employer-sponsored healthcare     

b. **Type of jobs created     
I. Businesses Assisted 1.  Total businesses assisted, number of:     

a. New businesses     

b. Existing businesses     

           Of those, number of expansions:     

                           Number of relocations:     

c. DUNS # of business(es)     
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Remediation Plans for At-Risk CDBG Projects 

On October 31, 2011, the Inspector General for HUD issued an audit that found that the CDBG program 
needed improved oversight of long-standing, open activities with no recent draws or reported 
accomplishments. To this end, HUD now requires justification and remediation action by the grantee 
(DED) for the following sub-grantee project activities identified as “at-risk”: 

• Activities that have had no draws for a year 
• Activities that have not reported accomplishments for three years 
• Activities have 80 percent of their funding amount disbursed and no accomplishments reported 

For all projects currently funded that meet one or more of the thresholds mentioned above, the activity 
or activities in the funded grant will be required to submit justification for the delay in progress or 
closeout of the respective grant. Your CDBG field representative will notify you when/if your project falls 
under one of the at-risk thresholds. Your project will work directly with your field representative to 
communicate the reasons for delay, the action which will be taken by the sub-grantee to remedy the 
delay in draw or reporting, and an expected date when the issue will be resolved. If these specific 
requirements are not provided in sufficient scope or in sufficient time-frame, HUD or DED may revoke 
remaining funding.  

Timely Expenditure of Funds 

Grant applicants are required to submit a Schedule of Projected Expenditures as part of the CDBG 
application process. This schedule outlines by quarter and by activity the estimated timeline for 
expenditures of the grant award, if selected for funding. Grantees are required to submit any updates to 
expenditure projections on a quarterly basis, or in any event where the original timeline for full 
expenditure will be revised to a future date, such as amendments or increases to the original award. 

Summary 

Due to increased reporting and accountability by HUD, it is important that grantees and project 
administrators design and implement necessary data collection procedures to prepare ahead to meet 
reporting deadlines. Determine the level of reporting required by your specific project (based on the 
funding source), and develop deadlines and communication structures for ensuring the data is 
submitted accurately on time via the forms provided.  
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MISSOURI DEPARTMENT OF ECONOMIC DEVELOPMENT 
COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

FORM B – EXPENDITURE PROJECTIONS 

      

PROJECTED EXPENDITURES BY QUARTER END 
(FROM CDBG ACTIVITIES LISTED ON FUNDING 

APPROVAL): 
Administration _________ __________ __________ __________ __________ ___________ 

March 2019        

June 2019        

September 2019        

December 2019        

March 2020        

June 2020        

September 2020        

December 2020        

March 2020        

June 2020        

September 2020        

December 2020        

March 2020        

June 2020        

TOTAL         
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APPENDIX-1 
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Cost Reasonableness Policy 
 

 Applicable when Products or Services are Procured with CDBG Disaster 
Recovery Funds 

When determining the appropriate procurement method to use, the grantee must either use 
Price Analysis or perform a Cost Analysis to determine that costs are reasonable and 
necessary. 

• Grantees must first identify and document a need for goods and services before 
undertaking procurement. 

o Document the need for products/services as they relate directly to disaster 
recovery. 

o Establish that products/services are necessary 

o Create a written scope of work or product list to procure services and/or 
products. 

• Prepare Cost Estimates 

o Determine if the estimate can be performed in-house; if not, look to procure 
out-side professionals. 

• Identify Method of Procurement to be used. 

Who is this guide for? 
 

This guide is for all DED CDBG-DR grantees and funding recipients that contract for services 
and/or supplies using funds provided in whole or in part by DED. 

What is price analysis? 
 

Price Analysis means that the grantee requests several bids, proposals, or quotes for the 
materials, supplies, or service being procured. The winning offeror is the firm that offers the 
most competitive price for the requested materials, supplies, and services. Price analysis is 
essentially price comparison. It is the evaluation of a proposed price (i.e. lump sum) without 
analyzing any of the separate cost elements that it is composed of. 

What is cost analysis? 
 

Cost analysis is the evaluation of the separate elements (e.g. labor, materials, etc.) that make 
up a contractor’s total cost proposal or price (for both new contracts and modifications) to 
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determine if they are allowable, directly related to the requirement and ultimately, 
reasonable. A Cost Analysis is verifying the proposed cost data, the projections of the data, 
and the evaluation of the specific elements of costs and profits. 

Is the cost or price analysis always required? 
 

The analysis is required for all projects awarded with CDBG-DR funds per Federal Register 
Vol. 83, No. 28, (February 9, 2018) as amended by Federal Register Vol. 83, No. 157, (August 
14, 2018). 2 CFR 200.323, “Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards,” require grantees to perform a cost or price analysis for 
every procurement action, including contract modifications (e.g., “change orders”), using 
HUD grant funds. 

 
The Missouri State CDBG program’s procurement policies includes standards for public 
emergencies. Circumstances under which a contract may be awarded by noncompetitive 
proposals include a public emergency presenting urgency that will not permit a delay beyond 
the time needed to employ one of the other methods of procurement. A noncompetitive 
proposal is procurement through solicitation of a proposal form only one source, or after 
solicitation of a number of sources competition is determined inadequate. The requirement 
for formal competitive bids may be waived, however the emergency procurement should be 
made with as much informal bidding as practicable under the circumstances. Only the 
products/services necessary to alleviate the immediate emergency circumstances should be 
purchased. (Chapter 34, RSMo.) Criteria to be considered includes: Is there a threat to life, 
property, public health, or public safety? Are repairs to property necessary to protect against 
further loss of, or damage to the property. 

When do I perform a price analysis? 
 

You use price analysis whenever you are comparing lump sum prices – not cost estimates- 
received from contractors in a competitive pricing situation (e.g. when sealed bids are 
obtained). 

What qualifies as competition? 
 

Generally, competition means two or more responsible (e.g., not debarred or suspended, 
etc.) offerors (“bidders”), competing independently, submit priced offers that satisfy the 
grantee’s contract requirement. Obviously, the greater the number of offers received, the 
greater the competition and ideally, the better the pricing. 

When do I perform a cost analysis? 
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Cost analysis is used whenever you do not have price competition. A cost analysis is required 
when: 

 Using the competitive proposal method of contracting, e.g., for acquiring 
professional, consulting or architect/engineering (A/E) services. Under the 
competitive proposal method, offerors are required to submit cost proposals that 
show the elements (e.g., labor, materials, overhead, and profit) of their proposed 
costs or price. 

 Negotiating a contract with a sole source, i.e., not soliciting competitive bids or offers. 
When a sole source is appropriate and justified (see CDBG-DR procurement chapter), 
you must obtain a complete cost breakdown from the sole source contractor and 
perform an analysis using the cost principles to establish a fair and reasonable price 
or estimated cost. 

 After soliciting competitive sealed bids, you receive only one bid, and it differs 
substantially from your independent estimate of the contract price. If you determine 
that the bid is unreasonable and decide to not recompete (e.g., market survey tells 
you that you wouldn’t get competition), then you may formally cancel the solicitation 
and negotiate a contract price with the single bidder. In that case, you must obtain a 
cost breakdown of the single bid price and use cost principles to determine if that 
price is reasonable. 

 Negotiating a modification (including change orders) to any type of contract, if the 
modification changes the work authorized under the contract, and changes the price 
or total estimated cost, either upwards or downwards. You must obtain a detailed 
breakdown of the contractor’s proposed cost – not a lump sum proposal – before 
negotiating the change in contract price. 

CAUTION: Modifications that change the work beyond the scope of the contract must be 
justified. If the out-of-scope change cannot be justified, you must procure the work 
competitively. 

Could there ever be a situation where I don't have price competition, and I don't have to 
perform a cost analysis? 

Yes. There are two situations: 
 

 The price can be established on the basis of catalog or market prices of commercial 
products or services sold in substantial quantities to the general public. A product is 
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considered to be "sold in substantial quantity" when the regular sales volume is large 
enough to constitute a real commercial market. Services are considered to be "sold in 
substantial quantity" when the contractor/vendor customarily provides them, using 
his/her regularly employed personnel and using equipment (if any is needed) regularly 
maintained solely to provide the services. 

 

or 
 

 The price is set by law or regulation. 
 

Do I need to analyze and negotiate profit separately? 
 

Whenever you are required to perform a cost analysis, and you are negotiating a contract 
action that provides for a profit or fee, you must negotiate profit separately. When negotiating 
profit, you should consider all of the following: 

 
 The complexity of the work to be performed. The more difficult the work, the more 

profit a contractor may be entitled to. 
 

 Contractor's investment (labor, oversight, etc.). How much and what type of resources 
will the contractor have to dedicate to performing the contract? The greater the 
investment of resources the more profit. 

 
 Subcontracting. The amount of profit depends upon the size, nature and oversight 

needs of the subcontracts the contractor will use. Will the contractor perform most of 
the work, or will he/she sub out some of it, and if so, how much? Will subcontracted 
work be routine or complex? What amount and level of oversight and management will 
subcontracted work require of the contractor? Simple subcontracts for routine supplies 
of services should not be worth as much profit as complex subcontracts that require a 
lot oversight by your own highly skilled staff or management. 

 
 Quality of the contractor's past performance. Profit should reward the contractor for a 

proven record of high quality performance. A consistent record of delivering quality 
goods or services on time within cost, indicates that the contractor will likely "deliver 
the goods" to you, too. (Note: You probably won't be considering a poor performer for a 
new contract award.) Performance under the current contract must be considered when 
negotiating a modification. 
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 Industry profit rates in the surrounding geographical areas for similar work. What's the 
"going rate," especially for standard, more commercial types of work? 

 
CAUTION: Be careful to not pay going rates when the work required is not really covered by 
those rates, e.g., paying specialty rates for routine work. 

CAUTION! The "cost-plus-a-percentage-of-cost" and "percentage-of-construction- 
cost" contract types are prohibited. These types of contracts reward contractors for 
incurring greater costs, which is just the opposite of what is in your, the buyer's best 
interest. 

 

How do cost analysis and price analysis apply to the different contracting methods? 
 

 Small Purchases. For routine, commercial type purchases, comparing price or rate 
quotes obtained from an adequate number of qualified vendors is sufficient price 
analysis. If the small purchase is for professional or technical services, or the Grantee 
needs to evaluate other factors than price, then at least a limited cost analysis is 
appropriate. In either case, the Grantee's analysis should include comparing the 
proposed prices to past prices it has paid for the same or similar items or services. 

 
 Sealed Bidding. This is the preferred method for contracting for supplies, equipment and 

construction. (See 24 CFR 85.36(d)(2) for a definition.) Normally, the competitive pricing 
forces of the marketplace determine the reasonableness of the low price obtained 
through sealed bidding. Nevertheless, the Grantee should always compare its own 
independent cost estimate to the low competitive bid received. In the event they are 
significantly different, the Grantee will need to examine each to verify that either its 
own estimate or the market price is valid. Otherwise, no further price or cost analysis is 
required under sealed bidding. 

 
CAUTION! When only one bid is received in response to a competitive bid solicitation, you do not 
have price competition. If you decide to award on the basis of a single submitted bid price, i.e., 
without negotiation, you must justify that the price is fair and reasonable. At a minimum, you 
should compare the bid price to your own in-house estimate and past prices paid for the same 
or substantially similar item(s) in the past. You should also try to obtain information from the 
marketplace, if you have not already done so in developing your own estimate. If you decide to 
cancel the sealed bid and negotiate a contract price with the single bidder, you must obtain a 
complete cost breakdown and perform a cost analysis of the proposed price. If the bidder 
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refuses to provide a breakdown of his/her costs, you may have no other choice than to resolicit 
bids. In any case, you must document the rationale for your award decision. 

 
 Competitive Proposals. This method is most often used to contract for professional, 

consulting, and architect/engineering (A/E) services. (See 24 CFR 85.36(d)(3) for a 
definition.) To determine the reasonableness of proposed costs, you must obtain cost 
breakdowns from the offerors showing all the elements of their proposed total costs 
and perform a cost analysis of each proposal using the appropriate set of cost principles 
(discussed below). 

 
NOTE! When awarding a contract using the competitive proposal method, the type of 
contract (e.g., firm fixed-price or cost-reimbursement) you propose to award does not 
affect the requirement for a cost analysis. For example, if you intend to award a firm 
fixed-price contract via the competitive proposal method, you still must analyze all of the 
proposed costs contained in each offeror's price. However, you are not required to 
negotiate each individual cost element in arriving at an agreement on total price. The 
final price you negotiate with the contractor on a fixed-price contract normally reflects 
agreement only on the total price. Therefore, the overall objective should be to negotiate 
total prices that are fair and reasonable. 

 
NOTE! In certain cases, the contract may specify separately priced items. This is 
commonly done in indefinite- delivery (e.g., indefinite-quantity, sometimes called job 
order, or "open ended") contracts. Under these contracts, pre-priced items are ordered 
on an as-needed basis, up to a stated maximum quantity. For these contracts, 
agreement must be reached on each item's price before award and the prices included in 
the final contract document. 

 
 Noncompetitive Proposals. These are sometimes called sole source contracts and are 

different from single bids. No competition is intended, and usually, there is no market to 
help set the price or estimated cost. Since there is no price competition to tell you if the 
price or estimated cost is reasonable, you must obtain a breakdown of the proposed 
costs and perform a cost analysis. 

 
 

What other contract actions or types require cost analysis? 
 

 Contract Modifications. If you are negotiating a modification (including change orders) 
to any contract (even if the basic contract was awarded competitively through sealed 



CDBG Administrative Manual 
Financial Management 

 

 

bidding) that changes the scope of work previously authorized and impacts the price or 
estimated cost, you must use cost analysis to arrive at a reasonable cost. The only 
exception to this rule is a contract modification based on pricing terms already 
established in the contract document. Keep in mind that changes in scope do not always 
result in increased costs. Elimination or reduction of contract work may result in a 
decrease in the contract price. Regardless of the direction of the price change, these 
modifications require cost analysis using the cost principles to determine that the price 
change is fair and reasonable. 

 
 Contract Terminations. Terminating a contract means unilaterally ending it before its 

stated end. Contracts can be terminated for the convenience of the grantee or for cause 
(also called default). Contracts are usually terminated for convenience when the buyer 
no longer has a need for the service or products as they are specified in the contract, or 
when it is not possible to substantiate that the contractor's performance is poor enough 
to terminate him/her for cause. Contracts may be terminated for cause when the 
contractor fails to perform the contract as written. If you are terminating a contract of 
any type (fixed-price or cost-reimbursement) for convenience, or a cost-reimbursement 
contract for cause, you must use cost analysis - and the appropriate cost principles - to 
negotiate the final amount of the termination settlement. 

 
 Cost-reimbursement Contracts. In determining reasonable costs under any cost- 

reimbursement contract, a cost analysis using the cost principles is required. 
 

 Architect/Engineer Contracts. Cost analysis is required in determining if the cost portion 
of an A/E contract is fair and reasonable. 

 
 Construction Contracts. This includes all contracts and contract modifications negotiated 

on the basis of cost for construction management or construction, alteration or repair of 
buildings, bridges, roads, or other kinds of real property. It does not include contracts 
for equipment, or other kinds of personal property. Construction contracts awarded 
using sealed bidding do not require cost analysis (see Sealed Bidding above), but 
construction contracts awarded using any method other than sealed bidding, and 
modifications to construction contracts do require cost analysis (see Modifications 
above). 
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How do I perform an analysis? 
 

Here are some basic techniques. 
 

Price analysis. Use as many of the following techniques as applicable and appropriate: 
 

 Compare competitive prices received in response to the solicitation to one another. This 
assumes you receive a large enough number of competitively priced offers from the 
current marketplace. 

 
 Compare proposed prices with prices under existing contracts and with prices proposed 

in the past for the same or similar items/services. Be sure to factor in any market 
changes (e.g., commodity price changes) or other influences (e.g., inflation). 

 
 Apply rough yardsticks (e.g., dollars per pound, per square foot, per hour, etc.) to 

compare prices and highlight significant inconsistencies that warrant additional pricing 
inquiry. 

 
 Compare competitive price lists, published catalog or market prices of commodities and 

products, similar indices and discount or rebate arrangements. 
 

 Compare proposed prices with your independent (i.e., in-house) cost estimates. 
 
 

Cost Analysis. 
 

 Verify the accuracy of the cost and pricing information submitted, and evaluate: 
 

• The reasonableness of the proposed costs, including allowances for 
contingencies. To be considered reasonable, proposed costs must 
meet three critical tests. The costs must be: 

 
⇒ Allowable. The applicable cost principles will usually state 

whether a type of cost is allowable or not. Cost principles are 
listed in a section below. 
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⇒ Allocable. This means that the costs are logically related to, or 
required in the performance of the contract. Many costs may 
be allowable but not related to the work required under the 
contract. 

 
⇒ Reasonable. This term is generally defined as what a prudent 

business would pay in a competitive marketplace. A cost can 
be allowable and allocable, and still not be what a prudent 
businessperson would pay. 

 
• The necessity for proposed cost items. Technical personnel (e.g., 

engineer, architect, information systems specialist, etc.) should 
review the proposed direct cost elements to determine their 
necessity to perform the contract and reasonableness (e.g., in 
comparison to market rates). A cost may be allowable under the cost 
principles and even allocable to the type of work to be performed, 
but still not be necessary for the specific contract. 

 
• Application of audited or pre-negotiated (e.g., by the Federal 

Government) indirect cost (e.g., overhead) rates, labor and fringe 
benefit rates, or other factors. 

 
• Effect of the offeror's current practices on future costs. Does the 

offeror have a track record of containing costs (completing contracts 
at or "under cost")? Does he/she overrun costs? 

 
• The projection of the offeror's cost trends. Is there any indication that 

his/her costs are likely to increase or decrease over the life of the 
contract? 

 
 Compare costs proposed by the offeror with: 

 
• Actual costs previously incurred by the same contractor for the same 

or similar work. If it is a repetitive type of work or service, how much 
has it cost in the past. Apply any appropriate inflation factors for past 
work. 
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• Actual costs of previous the same or similar work performed by other 
contractors. 

 
• Previous cost estimates from the offeror or other offerors for the 

same or similar items. 
 

• The methods proposed by the offeror with the requirements of the 
solicitation (i.e., do the costs reflect the technical approach proposed 
and the work required?). 

 
• The Grantee's independent cost estimate, either created by Grantee 

staff or for the Grantee by an independent architect, engineer, 
appraiser, etc. 

 
 Verify that the offeror's cost submissions comply with the appropriate set of 

cost principles. 
 
 

What are cost principles? 
 

Cost principles describe the allowability of various types of costs (e.g., labor, travel, 
communications, etc.). The HUD regulations at 24 CFR Part 85, "Administrative Requirements 
for Grants and Cooperative Agreements to State, Local and Federally Recognized Indian Tribal 
Governments" (specifically, section 85.22, "Allowable costs require you to use them when 
performing cost analysis. 

Which cost principles do I use? 
 

State, local and tribal governments Office of Management Budget (OMB) Circular A-87 (See 
Attachment) 

According to A-87, to be allowable under Federal awards, costs must: 
 

• Be necessary and reasonable to carry out the Federal award; 

• Be allocable to Federal awards under the rules of A-87 

• Be authorized (or not prohibited) under state or local laws or rules; 
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• Conform to other limitation or exclusions in A-87, Federal law or rules, or other 
governing regulation; 

• Be consistent with policies and rules applicable to Federal awards and other 
activities of state or local governments; 

• Be treated consistently 

• Be determined in accordance with generally accepted accounting principles; 

• Not be used to meet cost sharing or matching requirements of any Federal 
award 

• Be net of applicable credits (for example, the agency must take advantage of 
discounts, rebates, refunds, recoveries and adjustments); and 

• Be adequately documented. 
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Cost and Price Analysis Worksheet 
 
 
 

Part I Introduction: 
 

The following worksheet is provided as a guide to assist communities to determine what 
appropriate documentation should be obtained to support procurement undertaken as part of 
the CDBG program in accordance with Federal and State regulations. This checklist is a 
supplemental tool to provide additional assistance with compliance and does not take the place 
of the compliance monitoring checklist or relieve the grantee of any procurement 
responsibilities provided in other manuals, policy letters, or guidance materials. Please contact 
your CDBG program supervisor if you have questions about this worksheet. 

All CDBG contracts require a determination of reasonable cost/price. If adequate price 
competition does not exist, additional steps are necessary to show reasonableness. If you have 
questions, please contract your CDBG program representative for guidance. 

Part II Contract Information: 
 

Name of Contractor:     
 

Type of Contract (professional service, material, construction, etc.):     
 
 
 

Comparison to in-house estimate (for all procurements, attach estimate). A cost analysis as 
is done before an RFP or RFQ is issued. The purpose is to establish reasonableness of cost for 
negotiation purposes. This is required for any professional services contract for which a 
standard scale does not exist. 

Part III Price Analysis: 
 

The price analysis was conducted based on one or more of the following (check those that 
apply and attach documentation). 

 

Sealed bid with 2 or more responsible bidders and the low bidder was selected (keep 
documentation of compliance with state bid and public works laws regarding 
advertisements and other compliance requirements regarding direct solicitations, bid 
opening minutes, original bid envelopes, and bid tabulation). 
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Small purchase with documented phone or fax quotations from 3 or more offerors and the 
lowest price was selected (keep documentation indicating the name of the contact person, 
phone number, date and time of call, and a description of what the quote was based on). 

 

Small purchase with documented published price lists from 3 or more vendors and the 
lowest price was selected (keep documents of published prices from catalogues, web pages, 
or faxed price lists). 

 

Competitive proposals (RFPs) where price was part of the proposal and there were 2 or 
more offereors. 

 

Competitive proposals (RFQs) where price is not part of the proposal, but prices fell within 
established program fee scales. 

Part IV Cost Analysis: 
 

If one or more of the boxes above is not checked, an additional cost analysis is necessary. 
Please check each of the boxes below which apply and provide narrative and/or documentation 
as necessary. 

A: Has the grantee determined that each of the cost items listed by the contractor is: 
 

The cost is allowable (see CDBG-DR Manual Financial Compliance chapter) 

Explanation of determination:     

 

 

 

 
 
 

The cost is allocable (logically related to the performance of the contract) 

Explanation of determination:     
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The cost is reasonable (what a prudent business would pay in a competitive 
marketplace). This portion of the cost analysis must be done independently and should 
compare costs for comparable projects or activities. 

Explanation of determination:     
 
 

 

 
 

The cost is necessary 
 

Explanation of determination:     
 
 

 

 

 
 
 

B: Costs items submitted by the contractor (attach copies of the rates along with verifiable 
citations). 

 

Hourly/Daily rate with estimate of hours/days 
 

Published rates schedules for the same activity from a state or federal program 
 

Other historical cost data that has already been established as reasonable 
 

Actual Costs and proposed profit (provide support documentation such as payrolls, 
etc., explanation of cost item, and justification for each cost item checked below). 

 

Personnel Costs: $   Details:     
 
 

 

 
 

Travel Costs: $   Details:     
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Equipment Costs: $   Details:     
 
 

 

 
 

Supply Costs: $   Details:     
 
 

 

 

 
 

Other Direct Costs $   Details:     
 
 

 

 

 
 

Indirect Costs $   Details:     
 
 

 

 

 
 

Proposed Profit: $   Details:     
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Part V Cost/Price Reasonableness Certification: 
 

I have reviewed and compared the price and cost data provided by the contractor and have 
determined that the costs proposed are necessary and reasonable for the work to be performed 
by the contractor. 

Certify: 
 
 
 
 

Signature of Chief Elected Official Date 

Attest: 

 

Printed Name and Signature Date 
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