UNITED STATES VIRGIN ISLANDS
HOUSING FINANCE AUTHORITY

CDBG- DR AND CDBG-MIT
TIMELY EXPENDITURE OF FUNDS
POLICY AND PROCEDURES
Version 2.0

Virgin Islands Housing Finance Authority
1110 Beltjen Rd., 2™ Floor Suite 200

St. Thomas, VI 00802

www.vihfa.gov
The policies and procedures stated within are current as of October31, 2022 and represents the current
version of the Virgin Islands Housing Finance Authority’s (VIHFA) policies which shall provide
general guidance for the timely expenditure of funds of the Authority. This policy will be reviewed
periodically and will be updated as necessary.

Table 1: Approval

SUBJECT: VIHFA Timely Expenditure of Funds
Version Number 2.0
Revised Date October 25, 2022
Effective Date October 31,2022
APPROVALS:

10/31/2022
Daynﬁlendinen Date
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Table 2: Version Control Table

Version Number

Revision Date

Description

1.0

03/04/21

Creation of policy

2.0

10/25/22

Updated procedures to include verbiage related to grants
management system,

Updated designated individual for program and project reporting.

Updated contact information to Chief Disaster Recovery Officer
and Finance Director
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Purpose

This policy sets forth the system and processes that ensure the tracking and reporting of timely
expenditure of federal funds including CDBG-DR and CDBG-MIT grant funds received in the
aftermath of Hurricanes Irma and Maria. Effective reporting and grant management systems track
projects and programs against budgets and milestones established within programs and contracts.

Procedure

The Federal register notice mandates the time period in which all funds must be expended for the HUD
CDBG-DR and CDBG-MIT grants. To meet these requirements, the VIHFA CDBG-DR and CDBG-
MIT Program Manager and CDBG-DR Finance Unit will evaluate and report the timeliness of the
overall expenditure rates as well as progress toward meeting outcome measures and the comparison of
obligations to expenditures.

This document describes the standards which will ensure that the timing and amount of funds
transferred are as close as is administratively feasible to the actual cash outlay for direct program costs
and to the proportionate share of any allowable indirect costs

VIHFA has been using SAP financial management software, Disaster Recovery Grant Reporting
(DRGR) and existing procedures to monitor expenditures, track timeliness, evaluate performance, and
monitor the financial and programmatic compliance statuses of grant funds. To satisfy the
requirements in connection with CDBG-DR and CDBG-MIT funds, VIHFA has acquired and is
implementing a grants management system to assist in the management of caseloads, track duplication
of benefits and damage assessments, determine grant award amounts and generate award letters. This
system will also generate award documents, financial reports, and additional reporting as required by
HUD. Monthly expenditures and expenditures of any subrecipients will be managed through this
system.

VIHFA provided an updated projection of expenditures and outcomes plan to HUD. Whenever program
changes impact projected outcomes, funding levels or recovery timelines, HUD will be provided
revised projections.

VIHFA will track all requests for payment and maintain spreadsheets for expenditures. All programs
and projects will provide a draw-down summary and balance sheet on a monthly basis. Program and
project timelines will be submitted to the Senior Program Manager/Project Lead and Finance Director,
along with a detailed plan with measurable benchmarks and critical milestones. In the case of any failure
to meet benchmarks, designated directors and program managers will be required to provide an action
plan to detail corrective actions that will ensure the program meets benchmarks. Technical assistance
and monitoring will be provided as needed. In the event that the corrective action is not successful
in meeting stated benchmarks, the program or project may be terminated and the funds re-obligated.

A program or project shall be re-obligated if it fails to correct identified program deficiencies (i.e.,
Findings), or fails to demonstrate that corrective actions are being implemented to address identified
deficiencies, within sixty (60) days of receipt of monitoring letter or other correspondence
outlining deficiencies to be corrected.

A Finding is defined as a deficiency in program performance based on noncompliance with a
Federal statute or regulation. Should there be an unexpended balance remaining after
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payment/reimbursement of all eligible, approved program costs upon the completion of the project,
remaining funds will be re-obligated.

Once a project has met one or more of the criteria listed above, the re-programming process shall
proceed as follows:

1. Supporting documentation shall be compiled to justify the recommendation for re-obligation of
funds. The documentation shall include a summary of technical assistance provided to date and
any other documents as may be applicable. The VIHFA Project Manager and Finance Unit shall
review the facts of the case and together make the recommendation of re-obligation, as necessary.

2. A first notice letter shall be developed that includes the specific reason(s) the project is being
considered for re-obligation. The letter will provide thirty (60) days from receipt of letter to
implement corrective actions.

3. The CDBG-DR and CDBG-MIT program staff shall take the appropriate measures to ensure that
the subrecipient receives the first notice - i.e., the notice shall be sent via first-class certified mail
with a copy sent via read/receipt e-mail. Within ten (10) days of issuance of the first notice, staff
shall follow-up with the subrecipient to offer technical assistance specific to the deficiencies. The
outcome of the initial outreach (as well as any subsequent contacts) will be documented in file
notes.

4. If corrective measures have not been implemented within thirty (60) days after the initial letter has
been received, a Notice of Termination shall be developed and transmitted following the delivery
methods described above. The second notice provides a deadline of fifteen (15) days from receipt
of letter to demonstrate that corrective actions have been implemented. The letter further advises
that at the end of the 15-day deadline the funds will be de-obligated.

5. Upon the expiration of the 15-day termination notice, the request for approval of
reprogramming/recommendation for termination shall then be prepared and submitted to the
Executive Director through the Chief Disaster Recovery Officer. Once the Executive Director has
approved the re-obligation action, the final letter is signed by Executive Director and transmitted
via certified mail.

Notes:

e When monies are being re-obligated as the result of completion of a project with an
unexpended balance of funds, upon acceptance of the Close-out Report, CDBG -DR and
CDBG-MIT will transmit a letter acknowledging successful close out of the project and
confirming the balance to be re-obligated.

e When funds are re-obligated, VIHFA will identify additional eligible recipients or projects,
in accordance with the Action Plan that require additional funding or can move forward
immediately.

¢ In instances where any program income is earned as a result of federally funded activities
including those funded through CDBG-DR or CDBG-MIT grants, this program income
will be subject to alternate requirements of 24 CFR 570.489(e).

A program income revolving fund is set up in SAP Accounting Software as revenue with a separate
general ledger account that is specific to the fund. The program income expense is recorded in the same

general ledger account as the funds drawn from DRGR Program Income funds are deposited in the
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same bank account as the drawdowns from DRGR. The general ledger accounts serve as contra
accounts which are used to track revenue, expenses and program income.

Upon receipt of any program income, the Accounting staff will record the program income in the SAP
accounting system and the Federal Program records it in the appropriate federal grant system for the
funding source (DRGR, eLOCCS) as part of the reporting. Additionally, the Accounting staff
will reconcile program income for each program at a minimum, as part of the quarterly reporting
process. It will be required that program income is to be used prior to any additional grant funds
being expended to the subrecipient.
. Program income generated under individual contracts with the subrecipients shall be
returned to VIHFA each month. At VIHFA’s discretion, program income could be
allowed to remain with a program subrecipient.

Contact Information

The Chief Disaster Recovery Officer and Finance Director is responsible for timely expenditures
of all funds administered by VIHFA. Reference contact information below.

o Name: Dayna Clendinen, Chief Disaster Recovery Officer
Telephone: (340) 777-4432
Email: dclendinen@vihfa.gov
Mailing Address (if applicable) 1110 Beltjen Rd, 2nd Floor, Suite 200, St.
Thomas, VI 00802
o Name: Judy Ann Frederick, Finance Director
Telephone: (340)777-4432
Email: jfrederick@vihfa.gov
Mailing Address (if applicable): 1110 Beltjen Rd, 2nd Floor, Suite 200, St.
Thomas, VI 00802
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