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CHAPTER 11. CASH AND MANAGEMENT | NFORMATI ON
(C/M) SYSTEM

PURPOSE. The purpose of this Chapter is to describe the
procedures for the Cash and Managenent Information (C/ M)
System for the Rental Rehabilitation Program The CM
Systemis adm nistered through the Departnent of Housing
and Urban Devel oprment's (HUD s) Program Accounting System
(PAS) and Letter of Credit Control System (LOCCS). This
Chapter explains the process for transferring Rental
Rehabilitati on Program project and adninistrative funds
fromthe US. Treasury to grantees or State recipients for
paynment to contractors and other eligible payees. It also
describes the role and responsibilities of HUD staff and
the tasks to be carried out by grantees or State
recipients in order to obtain funds for projects using
Rental Rehabilitation grant assistance.

BACKGROUND. O fice of Managenent and Budget (OwB) and
Treasury Department policies require all Federal agencies
to establish cash managenent systens that mnimnize the
interest costs to the Federal Governnent of providing
funds to grantees. In addition to mininizing interest
costs, the governnent is also concerned about the costs of
managi ng prograns and collecting tinely, accurate data
needed to eval uate grantee perfornmance. To accommopdate
OwvB/ Treasury policies, as well as program managenent
concerns, the Departnent has devel oped an aut onated system
to facilitate the electronic transfer of funds by the
Treasury Departnment and to provi de managenent infornation
for the Rental Rehabilitation Program This systemis
managed by the O fice of U ban Rehabilitation of the
Ofice of Community Pl anning and Devel oprment (CPD) and
executed by the Office of Administration. The systemis
used to:

A Manage Program Funds. The C/M System maintains a
runni ng account of funds for each grantee or State
reci pi ent (program accounts), including the anmount
committed to specific projects (project files).

Mont hly financial reports are generated by the
system thus providing current information about the
progress of all grantees and State recipients.

B. Di sburse Grant Funds. The C/ M System processes
di sbursenment data which is used by the Treasury
Department to transfer funds electronically to
grantees' or State recipients' designated financial
instituti ons when needed by grantees or State
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recipients for imredi ate paynent of eligible project
or administrative costs.

C. Col l ect Project and Tenant Data. The Rental
Rehabilitati on Program | egislation requires HUD to
collect and report data relating to properties
rehabilitated and tenants assisted under the Program
The ¢ M System pronotes systematic collection of
this information.

AVAI LABI LI TY OF FUNDS FOR ADM NI STRATI VE COSTS. Staff of
the HUD Regi onal Accounting Division (RAD) will process
reservation and obligation of funds in accordance with the
procedures in Chapter 10 of this Handbook. The 10 percent
set-aside for administrative costs will only be nade
available fromthe initial allocation, starting with

Fi scal Year 1988 RRP grant funds. Adninistrative funds
will not be made available fromreall ocated RRP grant
funds. When deobligations or grant reductions take place
under 24 CFR 511.33(c) or 511.82, the anmount of the grant
reduction will not autonmatically be charged 90 percent to
project funds and 10 percent to administrative funds.

Rat her, the deobligation will be charged entirely to

proj ect funds, unless the deobligation directive fromthe
deobligating official specifies an amobunt to be charged to
adm nistrative funds. Such deobligated anmount of

adm ni strative funds shall not exceed the amount of

adm ni strative funds that have not been drawn down by the
grantee as of the date of the deobligation, with one
exception as follows. |If some of the adm nistrative funds
drawn down have been determined to be ineligible by HUD,
the grantee may be requested to reinburse its program

adm ni strative account under the ¢ M Systemin the anount
of the excess which has been determined to have been

di sbursed for ineligible activities. Should the grantee
fail to reinburse the M System for expenses determ ned
to be ineligible by HUD, HUD will take action in
accordance with 24 CFR 511. 82.

MANAGEMENT REPORTS AVAI LABLE TO HUD STAFF AND GRANTEES
Each Field and Regional Ofice receives a copy of the
reports which contain information about grantees and State
recipients within their jurisdiction. The reports allow
staff to nonitor the overall perfornmance of grantees and
the extent to which grantees are neeting program
requirenents. Reports are not to be used to second-guess
a grantee's or State recipient's individual underwiting
deci sions or financial decisions, but rather as a tool to
nmoni tor productivity, performance, and nanagenent
efficiency. Each Field Ofice should nake avail abl e
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Reports include the foll ow ng:

REPORT FREQUENCY ADDRESSEE( S)
Property and Tenant Monthly Headquarters
Characteristics Fi el d, Region; Provided

by Field to grantees
and State recipients

Property and Tenant Quarterly Headquarters
Characteristics Fi el d, Region;
Quarterly Report Provided by Field to

grantees and State
recipients

Status of Project Daily Headquarters
Funds Mont hl y Fi el d, Region; Provided
by Field to grantees
and State recipients

St atus of Daily Headquarters
Adm ni strative Mont hl y Fi el d, Region; Provided
Funds by Field to grantees
and State recipients
Status of Projects Daily Headquarters
Mont hl y Fi el d, Region; Provided

by Field to grantees
and State recipients

Production Progress Monthly Headquarters
Report Fi el d, Region; Provided
by Field to grantees
and State recipients

Bank Di sbursenent Mont hl y Headquarters
Report Fi el d; Region; Provided
by Field to grantees
and State recipients

GRANTEE OR LOCAL RECI PI ENT ACCESS TO THE C/ M SYSTEM
Only authorized individuals with appropriate security

i dentification nunbers and passwords have access to the
C M System Depending upon their security clearance and
aut hori zation, authorized individuals will have access
only to certain parts of the system The HUD Ofice of
Information Policies and Systens (IPS) of the Ofice of
Admi ni stration will assign all passwords and security |Ds
for the M System Beginning in Federal Fiscal Year
1990 and each fiscal year thereafter, all Security
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aut hori zati ons previously issued for access to project and
adm nistrative accounts in the M System nust be
validated by an authorizing official of the grantee or
State recipient or access will be term nated.
Reest abl i shment of access to the M Systemdue to

term nation for any reason will require resubnission of
the appropriate Security Formform HUD 40018 or form HUD
40018A. G antees and State recipients authorized to
access the M Systemmust foll ow the procedures
described below to obtain Security IDs. Al Security
Forms requesting project and/or adninistrative |IDs as
described below in this paragraph nmust be signed by an
aut horized official of the grantee or State recipient, as
appl i cabl e, and nmust be notarized prior to submtting the
Security Formto HUD. Enpl oyees of contract agents may
not execute these forms. Also, the official who executes
these forns for the grantee or State recipient may not be
one of the persons named on the Security Form

A Project Security IDs. Each participating grantee or
State recipient authorized by the State to have
access to the M System nust designate a contact
person and one alternate who will be authorized to
set up project accounts and one person and alternate
aut hori zed to request project drawdown of funds. In
order to protect the security of the system persons
authorized to set up project accounts nust be
different than those authorized to request project
drawdowns. The aut horized contact persons nust be
designated on Rental Rehabilitation Program Security
Form form HUD 40018 (Exhibit 10-5A). States
operating a decentralized programthrough State
reci pients nmust conplete the State Designation of
Local Recipients form HUD 40022 (Exhibit 10-5B) prior
to State recipients subnmitting their individua
security fornms. See Subparagraph H bel ow for nore
i nformati on about State grantee access to the UM
System

B. Admi ni strative Account Security IDs. Each
participating grantee, including States adninistering
decentral i zed prograns, nust designate a contact
person and one alternate who will be authorized to
request administrative funds fromthe grantee's
adm ni strative account. Persons authorized to
request adnministrative funds nmay be the sanme persons
aut horized by the grantee to request project set-up
and/ or drawdowns under the RRP or may be different
persons altogether. However, contract agents or
their enpl oyees (See Paragraph 11-7 bel ow) may not be
aut hori zed to request drawdown of administrative
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funds. The persons authorized to request

adm nistrative funds nmust be designated on the Rental
Rehabilitati on Program Admi ni strative Security Form

form HUD- 40018A (See Exhibit 11-3 of this Handbook).

HUD | ssuance of Security IDs. Security Forms nust be
returned to HUD at the address indicated on the form
Rental Rehabilitation Program P.O  Box 23997

L' Enfant Pl aza Station, Washington, D.C. 20026. The
out si de of the envel ope should be clearly nmarked
"SECURITY FORM' in the |lower |eft-hand corner. No
other information or fornms should be included in
these envel opes. Upon receipt of the conpleted
Security Form the M System Security O ficer wll

i ssue each authorized person a Security ID. The
Security IDwll be issued by certified mail, return
recei pt requested usually within 10 days. Each
Security IDwill be contained in a separate envel ope
clearly indicating that the contents are "for
recipient's eyes only." No other staff, including
Headquarters staff, should be notified of these |IDs
or the user's password and they nust be saf eguarded
at all tines.

Privacy of IDs and Passwords. It is crucial to the
security of the systemthat each individual wth
access to the M System safeguard his/her User ID
and password. Each grantee or State recipient nust
ensure that the contact persons and alternates

aut horized to set up projects and request funds do
not share their I1Ds and passwords with each ot her or
with any other person. A breach in the security
system by either HUD, grantee or State recipient
staff which results in a loss to the Governnent wil |
result in inmmediate expiration of |IDs and passwords
and, dependi ng on the circunstances, may be treated
as an offense under applicable Federal |aws which may
result in prosecution, fine, or other penalty as
appropriate. In addition, HUD may have cause for
renedi al action against the grantee under 24 CFR
511.82 if the loss is caused by the grantee or State
recipient. |If the recipient of a User ID notices
that his/her ID has been opened prior to receipt, he
or she should notify the M System Security Oficer
at Area Code (202) 708-0764 and request a new I D and
password (See Subparagraph E bel ow).

Cancelling O d Security IDs and |ssuing New IDs.
Prior to the annual fiscal year validation of
security access to the M System (see Subparagraph
G below), it may be necessary to cancel project or
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adm nistrative security | Ds because of |oss, theft or
change in personnel. An ID may be imedi ately
cancelled by calling the M System Security Oficer
at (202) 708-0764. This cancellation nust be
followed up with docunentation in the formof a
letter to support the cancellation request. New
Security I Ds and passwords may be requested by
resubmtting form HUD 40018 or form HUD-40018A, as
applicable, with the appropriate notarized approval
signatures. The new user's nane should appear in the
sanme position on the formas the person being
replaced. For exanple, if a new alternate

adm ni strative account person is being designated,
that name woul d appear on the portion of the form
called "alternate adninistrative account user's
nane." Only the nane of the new person has to appear
on the form

Establ i shment and Update of Passwords. An initial
password will be established for the User ID by the
C/ M System Security OOficer at the tine the Security
Formis processed by HUD. Passwords for the User ID
must be established by the user and nust be changed
within 90 days fromthe last tinme a password was
established for the User ID. The password change
will be entered by the user through the use of the
HUD Voi ce Response System (VRS) (See Paragraph 11-10
below). The M Systemw |l require that a password
be changed imrediately if nmore than 90 days has
passed since it was | ast established. |If a person
has not accessed the M Systemw thin six (6)
months, the User IDwll be automatically expired and
access to the M Systemw ||l be automatically

term nated. Term nation of access due to password
expiration, will require resubm ssion of a Security
Formwi th the appropriate notarized approval

si gnat ur es.

Annual Fiscal Year Validation of Security Access to
the M System At the beginning of each Federal

Fi scal Year, an "Access Authorization Report" will be
provided to each official authorizing access to the
C M System This report nmust be checked for valid
users and valid user access functions, i.e., project
set-up, project draw down, adm nistrative account
drawdown. Deletion of user(s) will be the only
updates allowed on this report. Al other updates,
such as addi ng a user or changing a user's access,
will require the resubmni ssion of the appropriate
Security Formwith the appropriate notarized approval
signatures. Once validation has been conpleted, the
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confirmation part of the "Access Authorization
Report" nust be signed and notarized by the

aut horizing official and returned by the date
indicated in the report to the M System Security
Oficer, Departnent of Housing and Urban Devel opnent,
Room 2114, 451 Seventh Street, S.W, Wshington, D.C.
20410. If this confirmation is not received by the
date indicated in the report, the grantee's or State
recipient's access to the M Systemwll be
automatically terni nated

Est abl i shnent of Rental Rehabilitation "Deposit
Account." Grantees and State recipients (if

aut horized by the State) nust designate or establish
an account to serve as the rental rehabilitation
"deposit account” in a local financial institution
for the receipt and deposit of RRP grant funds for
projects. Gantees shall use the sane account for
deposit of RRP administrative funds. States

adm ni stering decentralized prograns nust sinilarly
establish a rental rehabilitation "deposit account”
for the recei pt and paynent of administrative funds.
The financial institution nust be capabl e of

recei ving Automated C earing House "ACH' paynents.
The Rental Rehabilitation deposit account nust allow
the grantee (or State recipient) to issue checks to
al| payees. Checks drawn against this deposit
account will allow the grantee or State recipient to
mai ntain a record of each paynent.

Notification to HUD of Designated Financial
Institution. After the grantee or State recipient
has secured a financial institution for the Renta
Rehabilitati on deposit account, an authorized
official of the grantee or State recipient, or

desi gnated public agency, but not an enpl oyee of a
contract agent firm (See Paragraph 11-7 bel ow), nust
complete the Direct Deposit Sign-Up Form SF 1199A
(Exhibit 10-3). Standard Form 1199A repl aces the RRP
Direct Deposit Authorization Form form HUD 40020
effective May 1, 1990. Standard Form 1199A
identifies the financial institution by name and the
Ameri can Banki ng Associ ation (ABA) Transit Routing
Nunber so that the Treasury Departnent can wre funds
as required for rental rehabilitation projects and
adm nistrative draws. The Direct Deposit Sign-Up
Formal so identifies the type of account, i.e.
"checki ng"” or "savings" to which the wires will be
sent.

1. Unreported Changes May Cause Rejections. Any
unreported changes in ABA and/or account nunbers
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may result in a rejection of the funds by the
Treasury Department. Wen this occurs, grantees
and/or State recipients will be contacted to
ascertain the new ABA or account nunber, as
appropriate. Any such rejections may, however,
take up to 3-4 weeks to process rather than the
normal 48-72 hours. To avoid rejections of RRP
paynments, grantees and State recipients nust
ensure that any changes in ABA and/or account
nunbers are imediately reported to HUD. All
changes in ABA or account nunbers require

submi ssion of a new signed and dated Direct
Deposit Sign-Up Form

Financial Institution Must Fill Qut Form The
grantee's or State recipient's local financial
institution is required to conplete Section 3 of
Standard Form 1199A. Instructions for
completing the Direct Deposit Sign-Up Formare

i ncluded as Exhibit 10-3A to this Handbook.

Special C/ M SystemlInstructions for States.

1.

Centralized State Program State grantees nay
directly adm nister their Rental Rehabilitation
Program and thus retain all authority and access
to the M System These centralized State
progranms nmust conplete the Security Forms, forns
HUD- 40018 and 40018A, and the Direct Deposit
Sign-Up Form SF 1199A

Decentralized State Program Mbst State
grantees, however, enter into agreenents wth
units of general |ocal government (referred to
as State recipients under 24 CFR 511.51) to
manage and operate Rental Rehabilitation
Programs. Those State grantees suball ocating
funds to State recipients nust conplete form HUD
40022, State Designation of Local Recipients
Form (Exhi bit 10-4). Wen conpleting this form
the State agency nust indicate how nuch noney
each State recipient will receive and the
functions (set-up, drawdown, or both) which the
State recipient will performin the M

System

a. State Recipient Gant Nunbers. State
reci pients keep the same grant nunber (with
the exception of the 2-digit fiscal year
designation) fromone year to the next. |If
a State recipient is not funded in a
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subsequent fiscal year, its grant nunber
may not be reassigned to another State
recipient. Any changes in the | evel of
fundi ng authorized or M functions to be
performed by State recipients nust be
reported to HUD by the State on a revised
State Designation of Local Recipients
Form

b. State Recipient CMS Forns. After State
reci pi ents have been identified by States,
the State recipients nust conplete the
Security Formand the Direct Deposit Sign-Up
Form as appropriate, and these nust be
subnmitted to the HUD RRP P. 0. Box.

C. State Administrative Accounts. |If a State
grant ee has been adm nistering its Rental
Rehabi litati on Program through units of
general |ocal governnment and has not
established a separate "deposit account"” in
the M System the State nust establish a
"deposit account” (See Subparagraph H
above) in the M Systemfor the receipt
of RRP administrative funds. Wile State
reci pients are provided access to the UM
System for project set-ups and to request
drawdown of project funds, State recipients
will not be provided access to the UM
System for the purpose of requesting
di sbursenments of administrative funds. All
drawdowns for adm nistrative purposes nust
be made by the State grantee, even if the
State is running a decentralized program
The State grantee will be responsible for
providing adm nistrative funds to State
reci pients participating in State Rental
Rehabilitati on Prograns, under the State's
cost sharing agreenment with the State
reci pi ent under 24 CFR 511.51 and 511. 71.
(See Subparagraph 5-6.D for nore
i nformati on on cost-sharing agreenents.)

11-6 RECONCI LI ATI ON OF GRANTEE OR LOCAL RECI PI ENT
REHABI LI TATI ON DEPCSI T ACCOUNT ACTI VI TY AND DI SPCSI TI ON OF
| NTEREST ON ACCOUNT. The grantee or State recipient
shoul d receive a nonthly statenment fromits designated
financial institution which includes the cancelled checks
(project and adninistrative) witten against its bank
account during the nonth. The grantee or State recipient
will also receive a nonthly Bank Di sbursenent Report from
the HUD Field Ofice which will list the voucher number(s)
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and the correspondi ng amount that was di sbursed by project
and any administrative account disbursements which were
requested during the nmonth. The grantee or State
reci pi ent nust account for all checks included in the bank
statenent and reconcile the statement with the nonthly
Bank Di sbursenent Report. G antees nust foll ow
appropriate accounting and financial managenent procedures
as required by 24 CFR 85.20, as applicable to the
particular grantee. Gantees using the services of third
parties, such as escrow agents, are nevertheless directly
responsi ble for reconciling and verifying the Mnthly Bank
D sbursenent Reports. See Paragraph 11-7 bel ow for

addi tional information concerning third party

rel ati onshi ps.

A Bank Service Charges. Bank service charges, if any,
may be included as part of the eligible
adm ni strative cost.

B. Interest. Except for States who are not accountabl e
for interest earned on advances of Federal grants and
may retain such interest, interest earned on deposit
accounts should be periodically remitted to the U S.
Treasury as "m scel |l aneous recei pts" by grantees and
State recipients.

CONTRACT AGCENT/ DESI GNATED PUBLI C AGENCY ACCESS TO THE C/ M
SYSTEM  Generally, under the Rental Rehabilitation
Program grantees or State recipients may contract with
private parties (referred to herein as "contract agent"),
or with another unit of State or |ocal governnent
(referred to herein as "designated public agency;" see 24
CFR 511. 70 Paragraph 9-5 of this Handbook) to perform
various functions in connection with carrying out the

|l ocal RRP, to the extent not prohibited by HUD regul ati ons
or policy. This paragraph describes what C/ M System
functions may be performed by such third parties and the
procedures for entering into agreements with them

A Execution of C/MS Forms. As described el sewhere
herein, only officials of a grantee or State
reci pi ent may execute the follow ng forns:

1. Project Security Form form HUD- 40018
2. Admi ni strative Security Form form HUD 40018A
3. Direct Deposit Sign-Up Form form SF-1199A
4, State Designation of Local Recipients, form
HUD- 40022
11-10
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Contract Agent Access. Prior to granting enpl oyees
of a private contract agent access to project
accounts in the M System the grantee or State
reci pient shall enter into a contract with the agent
in accordance with the procurenent and ot her

requi renents described in Chapter 9 of this Handbook
The written agreenent shall remain in effect during
any period the contract agent has control over rental
rehabilitation grant anounts, including program
income. At a minimum the contract shall include a
description of the work to be performed by the
contract agent. The contract shall also specify the
records the contract agent nust submit to the
grantee/ State recipient in order to assist the
grantee/ State recipient in neeting the recordkeeping
and reporting requirements described at Chapter 9 of
this Handbook. In addition, the contract shal
specify the nonthly financial reports which nust be
submitted to the grantee/ State recipient to docunent
paynents of RRP project and admi nistrative funds
through the ¢/ M System (See Paragraph 11-6 of this
Handbook). Finally, the contract nust specify that
all program funds under the agent's control are held
in trust for use exclusively for RRP purposes, and
are not available for the agent's own use or for the
satisfaction of clains against the agent.

1. Adninistrative Account Access. Since
grantees/ State recipients are not allowed to
establish nmultiple "deposit accounts” in the
C/ M System and enpl oyees of contract agents are
not allowed to request drawdowns of
adm nistrative funds, it will always be
necessary for the grantee or State recipient to
designate its own enpl oyees on the
Admi ni strative Security Form (form HUD 40018A)
as persons authorized to request drawdowns of
adm nistrative funds. Al administrative
account paynents di sbursed to "deposit accounts"
managed by contract agents nust be accounted for
on the monthly financial report discussed
above.

Desi gnat ed Public Agency Access. Prior to granting
another unit of State or local governnent or its

enpl oyees access to the M System the grantee or
State recipient shall enter into a witten agreenent
with the designated agency (see Paragraph 9-5 of this
Handbook) whi ch contains provisions simlar to those
required by the precedi ng paragraph for contracts
with private agents. However, conpliance with 24 CFR
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85.36 is not required for such agreenments with

desi gnated public agencies. Designated public
agenci es authorized to act on behal f of the grantee
in admnistering the RRP nmay performall CM System
functions on behalf of the grantee described in this
Chapter, including disbursing adm nistrative funds.
The use of contract agents or designated public
agencies to access the C/ M System does not relieve
the grantee or State recipient of the responsibility
for adm nistering rental rehabilitation grant funds
in accordance with the requirenents of 24 CFR 511 and
ot her applicable | aws and regul ati ons.

11- 8 GRANTEE OR STATE RECI PI ENT SET-UP OF PROQJECTS

A Calling in the Project. Gantees or State recipients
must individually identify in the M System each
project for which they wish to comrt funds.
Projects should be set-up in whole dollar anpunts,
i.e., $5,000.00 not $5,000.25. Just prior to
committing grant funds to a project (i.e., prior to
closing, settling, or signing a fornmal agreement to
make funds available to a property owner for a
project), as described in the definition of
"comm tment of funds" in Paragraph 1.6, Definitions,
of this Handbook, the grantee's or State recipient's
approved set-up person will tel ephone the Rental
Rehabilitati on Program operator to set-up a new
project account. The nunbers to call are: G antees
in the DC Metropolitan area 708-3673; all other
grant ees 1-800-233-2388. Projects should not be set-up
inthe M Systemuntil grantees are ready to
formally execute the legally binding comtnent
(project agreenent) with the owner of the project.
The hours of operation for the C/M Systemare
8:00 a.m to 5:00 p.m EST.

B. First-1n, First-Qut Use of Funds. Funds in the CM
System are set-up on a first-in, first-out basis.
Thus, uncommitted funds fromearlier fiscal years in
the grantee or State recipient's account are set-up
first before funds fromlater fiscal years. |If funds
froman earlier fiscal year are not sufficient to
fully assist a project, funds fromother fiscal years
will be used. Such projects are called nultiyear
funded proj ects.

C. Set-up Rejection. The HUD operator nay reject set-up
of new projects and informthe caller of this for
one or nore of foll ow ng reasons:
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D.

Failure to pass security clearance. Callers
will have three (3) opportunities to provide the
correct user |ID and password before access is
denied. Callers with problem passwords or |Ds
will be advised to call the HUD Security O ficer
at (202) 708-0764.

Insufficient funds in grantee's or State
recipient's account. In this instance, the
Systemwi || advise the caller of the | ack of
funds.

Qut st andi ng vouchers or project conpletion
docunents. |If the correct password is provided
but access is being denied due to

out st andi ng/ | at e program docunents, the caller
wi Il be provided informati on concerning the

out st andi ng/ | ate docurments. M ssing documents
must be provided before access to the UM
System can be reinstated

HUD suspensi on of project set-up authority for
cause pursuant to 24 CFR 511. Wen the caller
is advised of a suspension for cause, it should
call its Field Ofice for information.

Set-up I nformation.

1

Al grantees. After passing the appropriate
security check, the grantee/State recipient wll
be asked to provide the follow ng infornmation
a . Gant nunber

b. Address of project

C. Rental rehabilitation funds requested for
the project

d. Estimated total rehabilitation costs

e. Estimated number of units

States. States administering programs centrally
will also be asked to provide the 3-digit county
code for the county in which the project is

| ocat ed.

Limtations. Projects should be set up in whole
dollars (no cents). Only six projects nmay be
set-up by a grantee on any single call. This

11-13 9/ 90

7360. 01



11-9

11-10

9/ 90

limtation is necessary to assure access to all
gr ant ees.

E. Project Nunbers. Each project will be assigned a
proj ect nunber by the M System The operator will
determine and informthe caller of whether sufficient
funds remain in the grantee's or State recipient's
proj ect account and, if so, set aside (but not
actual |y make available) funds for the project. The
RRP operator will also advise the caller of the
Fi scal Year source(s) of funds used to set-up the
project by the M System

PREREHABI LI TATI ON REPORTS. Once a project is set up and
assigned a project nunber, grantees or State recipients
nust i medi ately forward Pre-Rehabilitation Reports, form
HUD- 40014 (Exhibit 10-6) to the Rental Rehabilitation
Program Post Ofice Box 23997, L' Enfant Plaza Station,
Washington, D.C. 20026. |If forns are inconplete or not
received within 12 cal endar days, grantees or State
recipients will be notified. Until forns are received and
entered in the M System funds are not avail abl e
(committed) to a project. |If grantees or State recipients
have not been notified by HUD within 17 days of a mnissing
or problemreport, they may assune funds are avail able for
the project. Gantees may call the RRP Voi ce Response
Systemto verify receipt and processing of the
Pre-Rehabilitation Report.

A If Pre-Rehabilitation Reports are not received by HUD
or the information is inconplete or inadequate, the
project will remain in a suspended status and no
funds for the project will be available to the
grantee (or State recipient). Projects in a
suspended status are not considered "committed" and,
therefore, the funds set aside but not committed are
subject to deobligation to the extent authorized by
24 CFR 511. 33.

B. Automatic Cancellation. Beginning in Fiscal Year
1991, if forns are not received within 12 cal endar
days after the project set-up call, grantees will be

notified that unless the Pre-Rehabilitation Report is
received within 20 days to commt funds for the
project, the project will be cancelled autonmatically
by the M System Gantees or State recipients
will be notified of projects which have been

cancel l ed by the M System

REQUESTS FOR PROQIECT DRAVWDOWN OF FUNDS. Requests for
drawdowns nust not be nade until the funds are actually
needed for payment. Thus, a request for funds should
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only be made after the work has been inspected and found
to be satisfactory. Since funds may not be drawn in
advance of need, HUD expects that paynents of funds from
the deposit account will be nmade i medi ately by grantees
or State recipients without delay. Funds may be drawn
in no greater proportion than the anmount of Renta
Rehabilitati on Programfunds in the project. For
example, if on a $10,000 rehabilitation project, $5,000
of Rental Rehabilitation Program funds were provided and
the construction was 50 percent conplete, no nore than
$2,500 in Rental Rehabilitation Program funds coul d be
drawn down for the project.

A Filling Qut the Paynent Voucher. The grantee,
State recipient, or designee first fills out the
necessary Payment Voucher, form HUD- 40021, (Exhibit
11-1) required to document the tel ephone request
for drawmdown and obtains all the necessary interna
signatures. The grantee, State recipient, or
designee is thus prepared to mail the Paynent
Voucher imrediately after the tel ephone request is
made. To the extent possible, drawdowns shoul d be
at least $100.00 and in whole dollars (no cents).

1. The Voucher Nunber. Each voucher has a

preprinted nunber. The first two digits have
been left blank as they represent the cal endar
year in which the disbursenent request is
made. For exanple, if it is cal endar year
1990, the digits to be added woul d be "90"
The grantee nust provide the 8-digit voucher
nunber (2-digit cal endar year nmust be filled
in by the grantee or State recipient before
sendi ng the voucher to HUD).

B. Contacting Voice Response System Drawdown
requests are made through the RRP Voi ce Response
System (VRS). The VRS enabl es the contact person
to nake a drawdown using a touch-tone tel ephone.
The aut horized contact person tel ephones the RRP
Voi ce Response System (VRS) at 1-800-541-7353 (DC
Metropolitan Area call 287-0983), and provides
hi s/ her personal Security ID. In case of error
he/she will have three (3) opportunities to provide
the correct Security ID before access will be
denied. Callers with problemIDs should call the
RRP Security O ficer at (202) 708-0764. Persons
having difficulty accessing the VRS should cal
1- 800-426- 3360 (DC Metropolitan Area (202) 708-3676
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Once access has been granted, the VRS will request
the following information and enter it into the
system

1. Proj ect nunber (previously assigned when
proj ect set up);

2. Voucher nunber (preprinted on voucher form
except for cal endar year in which the call is
made) ;

3. Amount of drawdown requested; and
4. Type of drawdown (progress paynent or final).

Verification. After the above information has been
entered into the VRS, the VRS will pernit the
caller to verify the information as recorded by the
VRS. If the information is correct, the caller

will be asked to confirmthe paynent request. if
the information is incorrect, the caller will be
permtted to re-enter the requested infornmation

Mul ti-Year Projects. Gantees are reninded that
for multiyear funded projects (projects funded with
funds fromnore than one fiscal year) drawdowns are
not 'final' until the last draw of RRP funds for
the project is made, regardless of the fiscal year
For exanple, if a project will be funded with

$5, 000 of Fiscal Year 1989 funds and $5, 000 of

Fi scal Year 1990 funds, all draws agai nst the

$5, 000 of the Fiscal Year 1989 funds are "progress
paynents." Only the last draw fromthe $5, 000 of

Fi scal Year 1990 funds is a "final paynent."

Approval / Di sapproval. The VRS will advise the
caller that the drawdown request has been approved
or disapproved. GCenerally draws |ess than $100
will not be processed. |If the drawdown request is
di sapproved, the caller will be referred by the VRS
to an RRP operator. Disapproval will occur for the
fol |l owi ng reasons

1. The previous voucher for the same project has
not been received;

2. The project account does not exist or the
account is closed;

3. The bal ance of project funds is insufficient
to cover the drawdown request; or
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4, Drawdown aut hority for the project has been
suspended or term nated by HUD pursuant to
24 CFR 511.

Treasury Paynent Process. A request for a

di sburserment will be made by HUD to the U S.
Treasury, which transmit RRP funds via the

Aut omat ed C earing House (ACH) network to the
grantee's or State recipient's designated financia
institution. The funds for a particular project
should be in the grantee's or State recipient's
account in the designated financial institution and
avai l abl e for di sbursenent to the payee generally
within 48 to 72 hours of the tel ephone request to
HUD.

| medi ate Di sbursement. G antees and State
recipients are rem nded that in accordance with 24
CFR 511. 75, funds deposited in the grantee's or
State recipient's account nust be i mediately

di sbursed to the payee(s). G antees or State

reci pients nust immediately issue a check (or
checks, if nore than one payee) fromthe renta
rehabilitation deposit account. |[If the account is
not obligated within 2 weeks of receipt of a

di sbursenment, the unobligated anount nust be
returned to the C/M System The payee nmmy present
the check to the financial institution with the
rental rehabilitation deposit account, or deposit
it to his/her own account. The record of paynent
will be the cancelled check returned with the

mont hl y st at enent.

Submitting the Payment Voucher. To document an
approved drawdown, whether a progress paynent or
final draw, the grantee or State recipient nust
submit the original copy (pink copy) of the
execut ed prenunbered Paynent Voucher, form

HUD- 40021, to HUD at the address on the face of the
Paynment Voucher. The voucher, which docunents a
request for a drawdown, requires the signature of
the grantee, State recipient, or designee. Only
original, signed copies of the Paynment Voucher wil|l
be processed by HUD. Extra copies of the voucher
are available for the property owner and the

payee. The voucher nust be nailed to the HUD RRP
P. 0. Box the sane day that the tel ephone request is
made. However, electronic funds transfer wll
proceed as a result of the approved tel ephone
request and does not have to wait for receipt of
the Paynment Voucher. TH S VOUCHER MJST BE RECEI VED
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BY HUD BEFORE THE NEXT DI SBURSEMENT CAN BE MADE ON
THE PROJECT.

J. Final Draw. |If the request is for a final draw,
the grantee, State recipient, or designee nust
indicate this. Any balance available in the
proj ect account after the final draw will be
automatically credited to the grantee's or State
reci pient's program account for that fiscal year(s)
and will be available for new projects.

K. Late Vouchers. |If the voucher has not been
received after 10 days fromthe date of
di sburserment, HUD will notify the grantee or State
recipient by letter that if the paynent voucher has
not been received within 5 days fromthe date of
the letter that:

1. Furt her paynments on the project will continue
to be suspended until the missing voucher
arrives; and

2. No additional project set-ups will be
al | owned.
L. Di screpancy. |f there are di screpancies between

t el ephoni c requests for drawdowns and vouchers
submitted, HUD will contact the grantee or State
reci pient requesting verification or corrected

i nformation.

11-11 SUBM SSI ON OF PROJECT COVPLETI ON REPORTS.

A Due Date for Project Conpletion Report. After the
final draw, a Project Conpletion Report, form
HUD- 40014B (Exhibit 10-7), is submitted. The Project
Conpl etion Report nust be received not |ater than
90 days after the final draw. For projects which
are publicly owned and are committed in the C/M
System on or after Decenber 22, 1989, the Project
Conpl eti on Report must be received 90 days after
the final draw, but not |ater than 2 years and
90 days after the date the project was conmitted in
the M System Since the Project Conpletion
Report cannot be entered into the /M System
before the voucher for the final draw is entered,
the formshould not be mailed in advance of the
final draw or with the final voucher. To do so
wi Il cause the Project Conpletion Report to be
rejected and will cause delays in processing. Any
forns not received within 75 days of the request
for a final drawwill result in a reminder letter
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informng the grantee or State recipient that the
report is outstanding and nmust be submitted by the
due date or further project set-ups will be
suspended.

Set-Up Suspension. |If Project Conpletion Reports
are not submitted by the due date (90 days), HUD

wi || suspend further project set-ups and notify the
grantee or State recipient of this in witing.
Project set-ups for the grantee or State recipient
will remain suspended until the report is received
and entered into the /M System

Anended Reports. If all |ease-up has not occurred
by the date the report is due, the grantee, State
reci pi ent or designee should submt a report with
the information that is known. An anmended report
shoul d then be filed when the remai nder of the
occupancy data is known. Gantees and State

reci pients are rem nded that vacant units do not
count towards the initial |ower-income benefit
requirenents of the program G antees failing to
anmend reports on vacant units may, therefore, find
they are falling below this inportant program
requi renent.

11-12 CHANGES I N PROJIECT FUNDI NG

A

I ncrease or Decrease in Project Account. To

i ncrease or decrease funds available to a
particular project, a person authorized to set up
projects for the grantee or State recipient nust
call the RRP at the toll-free nunber, 1-800-233-2388
(DC Metropolitan area call 708-3673), request

a fundi ng anendnent for the project account,
provide required security information, and provide
the project identification nunber. Increases in a
proj ect account can only be nade if the request is
within the overall obligation available to the
grantee or anmpunt designated for the State
recipient by the State. Decreases in funds are
automatically credited to a grantee's or State
reci pient's program account.

Cancel l ation of a Project Account. Projects nmay be
cancelled by calling the RRP O fice at 1-800-426-3360
(DC Metropolitan area (202) 708-3676). A

witten confirmation of the request for

cancel | ati on should be sent to Rental

Rehabilitation Program P.QO Box 23997, L'Enfant

Pl aza Station, Washington, D.C. 20026. G antees

are rem nded that construction on commtted
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projects is expected to begin within 90 days. |If,
for sonme reason, this cannot happen, the project
shoul d be cancelled and set up again when this tine
line can be net. NOTE: Beginning in Fiscal Year
1991, projects which have been comitted in the
CM Systemfor 6 nonths without an initial

di sburserment of funds will be automatically
cancelled by the M System Gantees and State
recipients will be notified of the automatic
cancel l ation of projects by the M System |If
the grantee can provide docunentation that the
project was valid at the time of commtment and
remain valid, the project nmay be reinstated.
Grantees will be notified of this change before it
goes into effect.

Cancel l ation of Projects with Di sbursenents. |f
funds have been drawn down on a project which is
subsequently cancel | ed before conpletion, the
grantee or State recipient nust repay any such
funds, including any accrued interest, to the grant
account. Such funds are due to HUD within 30 days
of the date of the cancellation

11- 13 GRANTEE REQUEST FOR DRAWDOWN CF ADM NI STRATI VE FUNDS

9/ 90

A

General Information. Gantee, State recipient, or
desi gnee access to the M Systemis described in
Par agraph 11-5 above. A mmjor difference with
respect to admnistrative funds is that only
cities, urban counties, consortia and State
grantees (but not State recipients in State
prograns) are allowed to request and receive

di sbursenments of administrative funds. The

aut hori zed grantee contact person tel ephones the
RRP Voi ce Response System (VRS) to initiate the
adm ni strative drawmdown request. Requests for

adm ni strative funds nust not be nade unti
actual |y needed for paynent of administrative
expenses in accordance with the requirenents of 24
CFR 85.20 and 31 CFR 205. Thus, admnistrative
funds should only be requested when actually needed
to pay for eligible expenses in conjunction with
the administration of the RRP. |If admi nistrative
funds are available in multiple grant funding
years, the available funds in the ol dest year wll
be disbursed first.

Drawdown Procedure. The drawdown procedure is as
fol | ows:
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The grantee first fills out the necessary
Payment Voucher (See Subparagraph 8 bel ow) and
obtains all the necessary internal signatures
required to docunent tel ephone requests for
drawdown of funds in the M Systemfor the
RRP. NOTE: Block 5 of the RRP Paynent

Voucher has been nodified to include
"Adm ni strative Funds" as a type of paynent.

2. The aut horized adninistrative contact person
t el ephones the Voi ce Response System (VRS) at
the appropriate nunmber (see below), and
provi des hi s/ her personal adm nistrative ID
In case of error, he/she will have three (3)
opportunities to provide the correct
adm nistrative Security ID before access wll
be denied. Callers with problemIDs will be
directed to call the RRP Security O ficer at
(202) 708-0764.

3. Once access has been granted, the VRS will
request the following information and enter it
into the system

a. Gantee grant nunber;

b. Voucher nunmber (preprinted on voucher
form except for cal endar year in which
the call is nmade); and

c. Anmount of drawdown requested. GCenerally,
draws | ess than $100 will not be
processed unless the request is the fina
draw from the adm ni strative account.

4, Approval / Di sapproval. The VRS will advise the
caller that the adm nistrative drawdown
request has been approved or is disapproved.

Di sapproval will occur for the follow ng
reasons:

a. The previous voucher for administrative
funds has not been received,

b. The administrative account is closed; or

c. The bal ance of adm nistrative funds is
insufficient to cover the drawdown
request.
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been entered by the caller, the VRS will

permt the caller to confirmthat the
information is correct as recorded by the VRS
If the recorded information is correct, the
caller will be asked to confirmthe paynent
request. If the information is incorrect, the
VRS will allowthe caller to re-enter the
paynment request.

Treasury Dishursenment. A request for a

Di sbursenent will be nade by HUD to the U. S.
Treasury, which will wire the RRP

adm nistrative funds to the grantee's deposit
account in the designated financial
institution. Funds should generally be in the
grantee's account in the designated financial
institution within 48 to 72 hours of the

t el ephone request to HUD.

I medi at e Di sbursenent. |n accordance with 24
CFR Part 511, funds deposited in the grantee's
account rmust be inmmedi ately disbursed. |If

checks are not drawn on the account to the
appropri ate payee(s) within 2 weeks of
receipt, they nmust be returned to the M
System

Submitting the Paynment Voucher. To docunent
an approved adm nistrative funds drawdown, the
grantee nust subnit the original copy (pink
copy) of the executed prenunbered Paynent
Voucher, form HUD-40021, to HUD at the address
on the face of the Paynent Voucher. The
voucher, which docunents a request for a
drawdown, requires the signature of the
grantee. Only the original, signed copy of
the Paynent Voucher will be processed by HUD.
Each voucher has a preprinted nunber. The
first two digits have been left blank as they
represent the cal endar year in which the

di sbursenment request is made. NOTE: THE VRS
W LL NOT AUTOVATI CALLY ASSI GN THE FI RST TWD
VOUCHER NUMBERS REPRESENTI NG THE CALENDAR YEAR
IN WH CH THE CALL IS MADE. The grantee nust
provide the 8-digit voucher nunber--the

cal endar year and the 6-digit preprinted
nunber on the Paynent Voucher. G antees nust
enter the first two voucher nunbers (cal endar
year) on the voucher prior to submitting the
voucher to HUD.
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Mai |l ing the Voucher. The voucher nust be



mailed to the HUD RRP P. O Box the sane day
that the tel ephone request is nmade. However,
electronic fund transfer will proceed as a
result of the approved tel ephone request and
does not have to wait for receipt of the
Payment Voucher. TH S VOUCHER MUST BE

RECEI VED BY HUD BEFORE THE NEXT DI SBURSEMENT
FROM THE ADM NI STRATI VE ACCOUNT CAN BE
REQUESTED. |f the voucher has not been
received after 10 days fromthe date of

di sbursenment, HUD will notify the grantee by
letter that if the Paynment Voucher has not
been received within 5 days fromthe date of
the letter, further paynments fromthe

adm ni strative account will continue to be
suspended until the m ssing voucher arrives.
Project accounts will not be suspended due to
di screpancies in the grantee's adnmnistrative
account .

10. Di screpancies. |If there are discrepancies
bet ween t el ephone request for drawdowns and
vouchers submitted, HUD will contact the
grantee requesting verification or correction
of the information.

11-14  CANCELLATI ON OR REDUCTI ON OF ADM NI STRATI VE ACCOUNT.
Grantees have the option to use only a portion or none
of the administrative set-aside for adnministrative
expenses. The administrative account can be cancell ed
on the grantee's request. To cancel or reduce an
adm ni strative account, the Chief Executive Oficial or
hi s/ her designee nmust submit a witten request to HUD
notifying the Departnent that the admi nistrative account
for a specific grant year is to be cancelled or reduced
(specifying the anbunt of the reduction). Any funds
remaining in the admnistrative account will be
transferred to the project account as funds available to
set aside when the administrative account is cancell ed.
The notification should be mailed to the follow ng
address: Rental Rehabilitation Program P.QO Box 23997,
L' Enfant Plaza Station, Washington, D.C 20026

11-15  ACCOUNTI NG FOR AND REPORTI NG PROGRAM | NCOVE IN THE O/ M
SYSTEM G antees and State recipients nmust record the
recei pt and expenditure of programincome in accordance
with the standards specified in 24 CFR 511.76. In
general, grantees are required to have a financia
managenment system whi ch can control and account for the
recei pt and expenditure of grant funds. The system
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Program funds nust al so properly control and account for
all programincone. As part of this system it should
be possible for grantees and HUD to determ ne how nuch
program i ncone has been received and how it has been
used, whether or not all aspects of programincone are
recorded in the C/M System |In general, the M
System does not record the recei pt of programincone by
grantees and State recipients.

A Eligible Uses. The eligible uses of RRP program
incone are set forth in Chapter 9 of this
Handbook.

1. Rent al Assi stance. When programincone is
used for rental assistance as described in 24
CFR 511.76(c)(2), there are no consequences
for the M System which generally does not
control rental assistance.

2. Projects. Wen programincone is used for
eligible RRP projects as described in 24 CFR
511, there can be basically two types of
proj ects--those where programincome is the
only Rental Rehabilitation Program subsidy
i nvol ved and those where Rental Rehabilitation
Program i ncone is conbined with new Renta
Rehabilitati on Program funds to be drawn from
the grantee's (or State recipient's) grant
f unds.

B. Reporting. |In accordance with 24 CFR 511. 76,
grantees and State recipients shall report program
incone in the M Systemto the extent prescribed
by HUD. States have authority to determn ne whether
to allow a program desi gn which nmay generate
programincone. They may al so deterni ne whether to
allow their recipients to retain such inconme or to
return it to the State. For purposes of the UM
System the entity that retains programincone is
responsible for reporting its use in the M
System However, the entity that retains it and
uses it (whether or not different), is responsible
for properly recording and accounting for the
programincone in its own financial nmanagenent
syst ens.

1. Projects Funded Entirely Wth Program | ncone.
In those cases where sufficient programincone
is available, an entire project may be
subsi di zed using programincome. This project
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woul d be subject to the rules of the program



as stated el sewhere but because programincone
was the only source of Rental Rehabilitation
Program funds, it would not be "set up" in the
Cash and Managenent Information (G M) System
as described in this Notice. Therefore,

proj ects consisting solely of programincone
woul d not be reported in the M System

NOTE: During Fiscal Year 1991, the C/M
Systemwi || be nodified to require that
projects funded totally with RRP program

i ncone be "set up" inthe M System

2. Projects Using a Combinati on of Program | ncone
and Grant Funds. |n those cases where program
income is combined with new Rental
Rehabilitati on Programgrant funds to
subsi di ze a project, the project would be "set
up" in the /M System for the anmount of new
Rental Rehabilitation Program grant funds that
woul d be needed to be drawn fromthe Treasury.
The Rental Rehabilitation Programincone woul d
be part of the total rehabilitation financing
package for that project, but it would not be
drawn down through the M Systemsince it
woul d be in the grantee's account and not in
the U S. Treasury. Were this occurs, the
program i ncone would be reported in the
Proj ect Conpletion Report, form HUD 40014,
Section B, line 6.A ProgramIncome. (See
Exhibit 10-7.) Until the M Systemis
nmodi fied in Fiscal Year 1991, this is the only
place in the M System where the use of
program i ncone woul d be report ed.

11-16 RETURN OF RRP FUNDS TO HUD. In sonme cases there is a
need to return noney to the M System This would be
necessary when funds are drawn down in error and will
not be used in the near future or when a project is
cancelled prior to conpletion. Wen funds are returned
to the M System the check (G ant Nunber and Project
Nunber shoul d be on the check) should be sent to the
fol |l owi ng address:

Depart ment of HUD
O fice of Finance and Accounting
Cash Managenent Branch
Cash and Securities Section, Rm 3112
451 7th Street, S.W
Washi ngton, D.C. 20410
11-25 9/ 90
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A Cover Letter. The cover letter should state that

the funds are being returned to the Rental



Rehabilitati on Program and al so state the Grant and
Project Nunber. Copies of the |etter should be
sent to:

Account s Payabl e Secti on
Depart ment of HUD, Room 3224
451 7th Street, S.W

Washi ngton, D.C. 20410

and

Rental Rehabilitation Program
Department of HUD, Room 7176
451 7th Street, S.W

Washi ngton, D.C. 20410

B. Processing in the M. Wen returned RRP funds,
except under 24 CFR 511.82(c)(4) or its successor,
are processed in the M System the conmitted
amount and bal ance di sbursed for the project are
reduced by the anount of the paynent. The anount
available to set-aside for the grantee is increased
by the amount of the paynent. 1In the event that
addi tional funds are needed for the project, a
fundi ng amendnent rust be made by calling the RRP
Qperators at 1-800-233-2388. |If the project is to
be cancell ed, you may request project cancellation
in the cover letter or call the Rental
Rehabilitati on Program Ofice at 1-800-426-3360.

11-17 REPORTI NG APPROVAL. The public use reporting
requirenents included in this Notice have been cl eared
under OMB Control No. 2506-0080, expires July 31, 1992.
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