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ADMINISTRATIVE POLICIES AND PROCEDURES

ALABAMA’S KATRINA RECOVERY PROGRAM
Alabama’s strategy for administration of the Katrina Recovery Program involving Community Development Block Grant (CDBG) funds will be similar to the strategy the Alabama Department of Economic and Community Affairs (ADECA) utilized in previous disasters including Hurricane Ivan.  As before, ADECA will be the primary entity responsible for carrying out the tasks involving all aspects of the grant cycle including exercises necessary to secure funds and ensuring award and utilization of these funds in accordance with State and Federal requirements required by the Department of Housing and Urban Development (HUD), Office of Management and Budget (OMB) and other agency rules in effect or promulgated especially to accommodate Katrina funds.  

The State of Alabama has administered the CDBG Small Cities Program since PY 1982.  The State has gained valuable experience during the past twenty-four years of program administration.  During these years, many programmatic experiments have been tried; many rules, policies, and directives have been written, modified, or eliminated; a large number of communities assisted and even larger number of citizen with critical needs served; much public goodwill has been earned, relationships have been created among state and federal agencies’ and trusts built between the funding and  recipient entities.  Interestingly, the State’s core CDBG staff has remained in place since 1982 resulting in continuity, progressiveness, and program effectiveness.  Due to layers of checks and balances, prudent management and effective oversight, the State’s program has remained devoid of any instances of fraud, abuse, mismanagement, or major findings.
The Katrina event was immediately followed by a series of informal meetings and directives from the Director.  Through these meetings and directives, it was decided early on that ADECA will be the principal State agency responsible for CDBG disaster assistance, and the Department will carry out the recovery efforts by marshalling all available resources at hand.  This early decision by the Director became pivotal in the decision by the Department to design a program that allowed local communities affected by the disaster to identify their needs, compete for funds, and ultimately carry out activities.  This decision was reached based on the recognition that the local communities know their needs best, and that they either have internal capacity or have access to outside expertise to quickly implement the recovery programs.  This decision negated the need by the Department to bulk-up its capacity by increasing personnel or private contracting.
The Katrina Recovery Program will be comprised of four primary components – Federal Fund Award, State Distribution of Funds, Post Award Activities, and Closeout.  Each component can be broken down into the following subcomponents:
Federal Funds Award – The Department of Defense Appropriations Act of 2006 (Public Law 109-148 approved December 30, 2005) appropriated $11.5 billion in Community Development Block Grant funds for necessary expenses related to disaster relief, long-term recovery, and restoration of infrastructure directly related to the consequences of the covered disasters including Hurricane Katrina.  The State of Alabama is allocated $74,388,000.  The ensuing HUD rules published in the February 13, 2006, Federal Register outline the pre-grant process or prerequisites to a grantee’s receipt of CDBG disaster recovery assistance.  Included are requirements for citizen participation, publication of Action Plan, public notice and comment, and submission of an Action Plan to HUD.  Specifically for the State, the following tasks will be generally followed to secure release of funds from HUD.
1.
Examine and comprehend the law and HUD rule for commonality and specificity between the regular CDBG program and the disaster grant.

2.
Select a senior ADECA staff person within the Community and Economic Development Division to serve as the disaster coordinator under the direct supervision of the Division Manager.

3.
Write a draft plan to meet the Director’s and the Governor’s desires.

4.
Request necessary waivers from HUD.
5.
Advertise the public hearing in the four major newspapers, post it on ADECA website, and notify interested parties through the U.S. Postal Service.
6.
Hold the hearing and provide the time frame for public comments.

7.
Modify the Plan based on public comments, incorporate comments in the Plan and submit the Plan to HUD for approval.

 ADECA recognizes the uncertainty underlying the predictability or timing of the above tasks and will modify steps, plans, or directions as may be necessary to ensure expediency and effectiveness of the State’s disaster program.

State distribution of Funds - Twenty two of Alabama’s sixty seven counties are declared by the President to be Katrina disaster counties qualifying for public assistance. They are:  Mobile, Baldwin, Washington, Clarke, Monroe, Choctaw, Marengo, Wilcox, Sumter, Greene, Hale, Perry, Pickens, Tuscaloosa, Bibb, Lamar, Jefferson, Marion, Winston, Cullman, Colbert and Lauderdale.

Of these counties, Mobile County including the community of Bayou La Batre suffered the most severe damage.  The State plan to distribute funds will be based on the competition among the qualifying communities and the rating system will reflect the extent of Katrina damage suffered by these communities as well as the communities’ plan to address the effective rebuilding of housing and infrastructure.  ADECA will undertake following tasks to ensure fair and equitable distribution of grant funds to applying communities.

1.
Develop application forms to capture appropriate information necessary for the State to make informed distribution decisions.

2.
Develop certifications and assurances for the communities to sign agreeing to follow the necessary citizen participation process and other compliance requirements related to Environmental, Labor, Fair Housing and Equal Opportunity, Procurement and so forth.

3.
Hold an application workshop to inform and provide application material to the attending communities and interested persons.

4.
Receive applications by the cut-off date.
5.
Establish one or more two-member rating teams to evaluate applications based the established rating criteria, make site visits, and make funding recommendations to the Division Manager.

6.
Provide Division Manager review to the Director for consultation with the Governor and final approval.

7.
Prepare and mail by U.S. Postal Service the Governor’s award letters to qualifying communities.
While the State’s distribution process will mimic the process of its regular CDBG program, the State will incorporate such changes as may be necessary to accommodate unique aspects of the disaster grant.

Post-Award Activities – Upon award of disaster grants by the Governor, the actual task of grant implementation begins.  At this stage, the State’s primary concern is to ensure that the recipient communities carry out the grants in accordance with the approved application in an expedient manner in compliance with all applicable state and federal laws, regulations, and policies.  It is likely that the majority if not all recipient communities have been the beneficiary of the regular CDBG funds and possess some experience of managing these grants.  Recipients are also expected to include entitlement communities which are extremely well versed in the CDBG program.  The post award activities will involve the following tasks.
1.
Letter of Conditional Commitment - Within a few days of issuance of the Governor’s award letters, ADECA will provide to each grantee a Letter of Conditional Commitment (LCC).  The LCCs are used in the State’s regular program for the purpose of requiring grantees to satisfy certain program start-up requirements in order to secure the release of funds.  The common items required by the LCCs include a detailed program budget, a program implementation schedule, request for an environmental release,  a designation of responsible persons, a certification identifying a person or persons authorized to sign payment requests, an analysis of impediments to fair housing choice, a civil rights compliance questionnaire, an updated CDBG disclosure report and a State disclosure statement, a taxpayer ID number, and an acknowledgement of no debt of the state clause.  The LCC may also contain special conditions unique to specific grants.  For example, if the grantee’s approved application included a housing activity, the grantee is required to provide a housing procedures manual that details how the grantee intends to carry out its housing element.  The grantee is not authorized to expend or obligate any funds until all conditions are satisfied.

2.
With the State’s regular CDBG program, the grantee is issued a grant agreement which upon execution enables the grantee to expend or obligate funds.  However, with other HUD programs such as an Emergency Shelter Grant (ESG), the grantee is issued a grant agreement simultaneously with the LCC to accommodate timing issues.  The State may utilize either approach with the Katrina grants; however, regardless of which approach is used, the grant funds can only be expended or obligated after the State has provided a fund release.

3.
Upon release of funds by the State, the grantee will proceed to implement the grant.  The grant implementation will typically entail procurement of professional services such as a grant administrator and professional engineer, design of projects, bid preparation and bid awards, construction, inspections, and final construction notice.  During the procurement and construction phase, the grantee will ensure compliance with requirements regarding debarred status, bidding requirements, labor compliance, and compliance with civil rights laws. 

4.
As the grantee progresses with grant implementation, it will be allowed to draw funds with disaster payment request forms.  The grantees will be limited to draw only the amount necessary for immediate needs. The State will use a standard drawdown checklist to process each draw.  The checklist will enable the State to ensure that the grantee has met the requirements to draw funds and funds are drawn for the right activity and in the right amount.  As with the State’s regular program, the grantee will not be required to submit backup documentation.  Instead, the backup documentation will be reviewed during the State’s monitoring of the grant.  

5.
On behalf of the State of Alabama, ADECA does an on-site monitoring review of all CDBG and other HUD program construction grants at least once during the life of the project.  Areas reviewed for compliance include adherence to one or more of the program’s national objectives, eligibility, financial management, civil rights, environmental concerns, citizen participation, timeliness, procurement, contract management, labor standards enforcement, acquisition, relocation, job creation, and housing as appropriate.

Currently, most monitoring visits are scheduled at the time at least 30 percent of the funds have been drawn.  After each monitoring visit, a report is written to the grantee to explain the results of the review.  Monitoring determinations range from “acceptable” to “finding” with appropriate corrective measures imposed.  Corrective measures may include certifications that inadequacies will be resolved, documentary evidence that corrective actions have been instituted, reimbursement of disallowed costs, or other sanctions which limit the grantee’s future participation in the program.  Furthermore, no grant can be closed until all monitoring findings have been satisfactorily resolved.


ADECA’s monitoring strategy for the disaster projects will be similar to the regular programs to the extent the projects are similar in nature and scope.  For projects that are either complex or involve several distinct activities and/or large grant amounts, the State will adopt a flexible approach tailored to the individual grantee.  The approach may consist of several visits, and each visit may involve specific activities or specific compliance areas.  Frequency and depth of the visit will depend on findings or concerns uncovered during the previous visits.
The post-award activities involving project implementation will be guided as much as possible by the Alabama Community Development Block Grant Program Management and Implementation Manuals (Volumes l & ll).  These manuals were initially compiled when the State first undertook the management of the CDBG Small Cities program in Alabama.  The manuals were continually updated for several years by the distribution of selective hand-outs and fully updated several years ago at a great cost.  Since the advent of and wider usage of the online format, the manuals are now periodically updated and available online at www.adeca.alabama.gov under the Community and Economic Development Programs.  The manuals are significantly relevant to the administration of the Katrina recovery programs, except where waivers have been provided in Public Law 109-148 by Congress or regulatory waivers provided by HUD.
Closeouts - The final stage in the grant implementation will be the closeout of the grant.  The closeout of the grant will take first take place at the grantee level and then at the State level.  Each grantee receiving Katrina funds from the State will go through a grant closeout with the State.  Once all local grants are closed with the State, the State will officially close the grant with HUD.
Grantee Closeouts – In case of grants that include public infrastructure, upon completion of such infrastructure activities, the grantee will require the project engineer to complete a final inspection certification.  In addition, the contractor will advertise a completion notice in the newspaper.  When all grant activities are complete, the grantee will proceed to close the grant with the State.  As part of the closeout process, the grantee will advertise and hold a closeout public hearing.  In the absence of any complaints, the grantee will submit to the State closeout documents that generally will include a final “as expended” budget, proof of a closeout hearing, final payment request (if any), final inspection report, wage compliance certification, and performance assessment report.  If the grantee’s program includes a housing activity, then the grantee’s documents will also include a list of applicants including race and gender of households applying for assistance, and of those, a list of households that received assistance.
The State will follow a standard closeout procedure to close the grantee’s grant.  The procedure generally entails following the items in the closeout checklist.  The closeout checklist is used with all regular CDBG projects and will also be used to close disaster grants.  The State may modify this checklist as may become necessary to ensure the required information is captured.  Upon satisfaction of all closeout requirements, the State will write to the grantee closing the project as of the date of the letter subject to the final audit and record keeping requirements.
If there are any complaints against the grantee or about the grantee’s program, the grantee shall guide the person or persons filing the complaint to follow the grievance procedures in the grantee’s citizen participation plan.  The State will not close the grantee’s grant until such time as all complaints are addressed.

State Closeout - After all grants are closed with the State, the State will close the grant with HUD.  The regular CDBG closeout with HUD happens after 100 percent of the funds are expended in the Integrated Disbursement and Information System (IDIS) and the final financial report is submitted to HUD.  Based on current reporting information, the final closeout of disaster grant with HUD will be achieved only after 100 percent of the funds are expended in the Disaster Recovery Grant Reporting (DRGR) system.
Additional Program Guidance – The following guidance is incorporated for ADECA to address other issues as they relate to ADECA’s role in meeting its responsibility to provide appropriate level of technical assistance; recognizing and providing steps to address program changes; grantees’ responsibility in reporting information and maintaining and assuring access to records; and providing for a tracking system.
Technical Assistance - The backbone of the State disaster program will be the provision of ample technical assistance to communities affected by the disaster.   ADECA has already begun the process of organizing periodic local meetings to identify and assemble disaster related needs, which then can be addressed through a variety of resources.  The CDBG related technical assistance will entail both formal and informal approaches.  The pre-award approach will be to communicate as much information as possible to both seek input and relay programmatic details.  This approach is anticipated to produce widespread response from disaster communities and result in more relevant projects.  The primary forums will be the public hearings, application workshops, and individualized meetings and site-visits.  The post-award approach will include a compliance workshop to inform grantee staff and grant administrators of rules and regulations of the Disaster Grants.  This workshop will incorporate relevant information from the regular CDBG Program and specific requirements of the Federal Register and HUD relating to disaster funding.  

Following the workshop, program staff will provide program assistance to city or county personnel and/or grant administrators, as requested or deemed necessary, by phone, facsimile, correspondence or personal visits to the locality.  The local staff or program manager may also elect to meet with the Program Staff at the ADECA offices in Montgomery.  

 Amendments - Each time a Grantee submits a proposed amendment; the program staff will review the file and determine if the amendment meets program requirements.  If program requirements are met, the proposal will be forwarded to the Division Manager who will submit the proposal to ADECA’s Director for a final decision.  If program requirements are not met, program staff will discuss the proposal with the Division Manager to determine what, if any changes to the proposal could be made locally for the proposal to be in compliance and re-submitted.  A request for a contract amendment may be submitted at any time during the contract period.  The program staff is responsible for reviewing the request and ensuring that all required documentation is submitted.  Amendments to CDBG Programs are changes to the approved program or any activities, necessitated by circumstances beyond the control of the municipality/county, which alter any of the following:
1.
Dollar amounts spent on any activity;

2.
Beneficiaries of any activity;

3.
Geographic location(s) of any activity;

4.
The design nature of an activity; for example, increasing the size of water lines, increasing the   size of drainage pipes; or

5.
The policies and procedures of a Housing Rehabilitation Program.
Given the possible range and types of amendments listed above, the State has determined that there will be two general types of amendments to programs which will be allowed.  The types of amendments are formal amendments requiring state approval and local amendments which require that documentation be supplied to the State but which do not require formal state approval.  Amendments will be governed by Intergovernmental Policy Letter 2 Revision 6.

Reporting and Recordkeeping -  Each grantee will be required to maintain a reasonable filing system and maintain records that will allow for a thorough review of the grantee’s program for financial and regulatory compliance.  These records must be made available as and when required for review by the State and Federal monitors, Auditors, Examiners, Inspector General and other regulatory officials.  In addition, the grantee shall provide information and reports, as and when required, by State and Federal Officials to allow for necessary oversight, transparency, or respond to public questions.  The grantees shall as a minimum maintain the following records:
General Project Information

Grant Agreement

General correspondence

Amendments
Citizen Participation

Copy of executed CP Plan

Public hearing details

National Objective and Eligibility 

Documentation of National Objective

Income surveys (if applicable)

Progress

Implementation Schedule

Disclosure

Updated disclosure file

List of persons/firms with reportable financial interest

Professional Services

Copies of all newspaper ads (RFP’s)

Executed contracts with professional service providers

RFP evaluation materials

Professional service providers debarred status

Environmental

Environmental Review Record 

Letters from concurring agencies

Environmental Assessment

Proofs of advertisements

Level of Clearance Finding

Finding of No Significant Impact

Request for Release of Funds

Published Notice if Intent to Seek Release of Funds

Removal of Grant Conditions

Bidding & Contracting

Bid advertisements

Procurement documentation

Public bid opening details

Properly executed contract including proper clauses

Change orders

Labor Standards

Designated Labor Standards Officer

Notice of Start of Construction

Wage Decision

Contractor’s debarred status

Pre-construction conference

Payrolls

HUD 11s
Final Inspection and Notice of Completion 

Civil Rights/Equal Opportunity& Fair Housing

Equal Opportunity File

Letter to Office of Minority Business Enterprise

Records regarding economic opportunities for low– and very low-income persons
Records regarding contract and subcontract activity for minority and women owned businesses
Solicitation of small and minority firms
Housing

Application & rating

Approved contractor list

Unit information

Income documentation

Construction contract

Progress

Lead-Based Paint compliance

Demolition

Section 104(D) Compliance Certifications
Uniform Land Acquisition

Inventory of parcels

Separate parcel files

Appraisal information

Documentation of fair offer

Settlement information

Financial

Budgets 

Cash Receipt & Disbursement Journals

General Ledger

Approved invoices

Evidence of match expenditure (if applicable)

Copies of all drawdowns

Bank statements

Procurement Standards

Disaster Grants Management Tool - ADECA will undertake a tracking system to review grant progress, which can then be made available to the public. The system will allow ADECA to determine grantees’ financial progress, determine scheduling of monitoring visits, provide results of monitoring visits, and designate the project as closed upon receipt of acceptable closeout documentation.

Prevention of Duplication of Benefit - ADECA grantees shall prevent any program participant from benefitting from CDBG assistance if other sources of funding have been utilized for the same activity.   The prevention of the duplication of benefits will be achieved through the housing applicant eligibility verification process.  Applicants will be required to disclose the amount of funds received for the same activity from FEMA, SBA, Insurance, Charitable Organizations, or others.  If applicants have received funds for the same activity from an entity listed above, grantees will demonstrate that benefits were applied to reduce the amount of costs charged to the grant. ADECA will utilize the monitoring to verify the grantee’s compliance with this requirement. 

11

