CHAPTER 1
FINANCIAL MANAGEMENT STANDARDS AND PROCEDURES
FOR AREA AGENCIES ON AGING AND DISABILITY
AND THEIR SUBCONTRACTORS

All accounting for funds received by the Tennessee Commission on Aging and Disability
(TCAD) from Federal sources and disbursed to the Area Agencies on Aging and
Disability (AAAD) across the state are subject first to Federal requirement as stated in
Office of Management and Budget (OMB) Circulars No. A-87 and A-122 titled “Cost
Principles for Non-Profit Organizations” and “Cost Principles for State, Local and
Indian Tribal Governments” which are available at the OMB web page at the following

address: http://www.whitehouse.gov/omb/circulars/ . This page provides a list of all OMB

Circulars.  Direct access to Circular A-87 is at  hitp://www.whitehouse.gov/omb/

circulars a087 2004/ and A-122 1is at http://www.whitehouse.gov/omb/assets/omb/circulars/al22/

al22 2004.pdf which were relocated to Title 2 in the CFR, Subtitle A, Chapter II, Part 225
and to Title 2 in the CFR, Subtitle A, Chapter I, Part 230 respectively. These are located

at http://www.whitehouse.gov/omb/assets/omb/fedreg/2005/083105 a87.pdf and http://www.whitehouse.

gov/omb/assets/omb/fedreg/2005/083105 al22.pdf.

In 1998, the TN State Comptroller's Office issued Policy 03 titled “Accounting and
Financial Reporting for Not-for-Profit Recipients of Grant Funds in Tennessee”.
Generally, Policy 03 establishes uniform reporting requirements for all subrecipients
affected as defined. This policy can be found at the TN State Comptroller's Office web

page at the following address http://www.tn.gov/comptroller/ma/finreptmanual.htm

This policy statement calls for the development of efficient and effective cost allocation
plans and methods of cost determination, under the supervision of the cognizant State
agency as determined by the TN Department of Finance and Administration (F&A Policy
03, No. 1). This policy is maintained under the requirements of Circulars A-87 and

A-122 as stated in each as follows:

(1)  Circular A-87, Paragraph 7 states, “Required Action. Agencies responsible

for administering programs that involve cost reimbursement contracts,
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grants, and other agreements with governmental units shall issue
regulations to implement the provisions of this Circular and its

Attachments.”

(2) Circular A-122, Paragraph 6 states, “Responsibilities. Agencies

responsible for administering programs that involve awards to non-profit

organizations shall implement the provisions of this Circular.”

Policy 03 places the same requirements upon State funds as those covered by the OMB
Circulars.  All policies stated here-in are for the purpose of implementing the
requirements of the OMB Circulars and Policy 03 in the operation of programs funded
under the Tennessee Commission on Aging and Disability. If any such policy is found to
be in conflict with the Circulars and/or Policy 03, the Federal and State policies will have

precedence over any policy stated below.
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1-1 INTRASTATE FUNDING FORMULA.

(1

)
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1-2
1-2-.01

Federal funds received from AoA derived from OAA Titles Il and VII are
allocated to each of the AAADs as described in the Rules of Tennessee
Commission on Aging and Disability (Chapter 0030-1-10). See Attachment A
State appropriations are allocated to the AAADs as described in the Rules of
Tennessee Commission on Aging and Disability (Chapter 0030-1-10). See
Attachment A

Federal funds received from AoA derived from OAA NSIP are to be allocated on
a formula based upon the number of NSIP eligible meals served in the most
recently available fiscal year. This basis is the same method as the formula used
by AoA for the allocations on a nationwide basis.

Federal funds received from CMS and/or AoA for the operation of the SHIP and
related programs will be allocated in equal amounts to the AAADs until such time
as an allocation formula has been approved through the State’s Rules-making
process, or in accordance with allocations based upon information provided by
CMS and/or AoA in association with the grant award.

Other grants and appropriations will be allocated according to grant and/or grant
application requirements if stated.

In the absence of required allocations, all funds allocated to the AAADs will be
allocated according to paragraph (1) or (2) above if associated with programs
operating under or in association with the OAA.

In the absence of required allocations, all funds allocated to the AAADs other
than those covered in paragraphs (1) through (6) above will be allocated evenly to
all participating AAADs until such time as an allocation formula has been

approved through the State’s Rules-making process.

PROCEDURES FOR FUNDING APPROVED AREA PLANS.
CONTRACTING PROCEDURES FOR AAADS

(1) Contracting Procedures

1-1
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All funds awarded by TCAD to the AAAD will be authorized by a
contract between these agencies in a contract format approved by OCR
and approved and signed by both agencies and the Commissioner of F&A.
All funds must be expended according to the terms of the contract and as
defined in the approved area plan covering the same period as the initial
allocation of such funds..

Any changes or amendments to the contract between TCAD and the
AAAD will not become effective until approved and signed by both
agencies and by the Commissioner of F&A.

Procedures for the AAAD acceptance of the area plan and contract are

outlined in Section 5 of these policies.

2) Contracting Responsibilities for AAADs:

a.

All funds awarded by TCAD for the support of an area plan will be

awarded only to the designated AAAD.

The AAAD is authorized to enter into contracts for the conduct of

activities and services under the area plan. The AAAD will, however, be

held responsible by TCAD for the conduct of these services and activities

according to federal and state policies and regulations. No service or

activity can be provided under an area plan by any subcontract agency

without a signed and approved contract.

The AAAD will monitor, on an ongoing basis, the performance of all

contracting agencies under the area plan and will ensure that funds made

available are expended accordingly with the purpose for which they were

awarded under the area plan.

The AAAD may enter into contracts only after the area plan has been

approved by the Commission at their regularly scheduled meeting in May

of each year.

(1) The Commission may grant full approval of the area plan, in which
case the contracts for services should be issued for the fiscal year

covered by the area plan.

1-2
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(2) The Commission may grant a conditional approval of the area
plan. In this case, the contracts for services should be in
conformity with the conditions of the approval and the
subcontractor will be notified of all conditions that exist on their
respective contracts.

Once contracts have been executed by an AAAD to carry out a service or

activity under an approved plan, a copy of the signed, written contractual

agreements will be forwarded to TCAD in an electronic format on a

compact disk (CD) by August 31* of each fiscal year. These contractual

agreements will be made part of the approved area plan and maintained in
the central files of TCAD.

Should it become necessary to issue changes and/or amendments to the

contracts, noted in the paragraph above, TCAD will require the forwarding

of an updated CD including the original contracts and amendments to

TCAD. This will not be required for amendments that are solely for the

allocation of increased funding received from TCAD during a fiscal year

and the only change is to the contract’s maximum liability,

If a subcontract is entered into by a service provider for the provision of

services, a copy of the contract must be submitted to the AAAD, who

must keep it on file at the AAAD.

FUNDING ALLOCATION, MATCHING REQUIREMENTS AND

COST SHARING.

(1

Federal funds may be used to pay part of the costs of activities and services under

an area plan in accordance with the following policies:

a.

Federal funds awarded under Title III of the OAA may be used for the

administration of TCAD and the AAADs subject to a limitation on the

amount so applied.

(1 TCAD may retain a maximum of 5 percent (<=5%) of the total
Title III award for the administration of the programs under the
OAA or associated therewith. These funds will be taken from Title

1-3
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[II-B, III-C1 and/or HI-E. All administrative funds retained by
TCAD not used by the end of the fiscal year must be allocated to
the AAADs in accordance with the Intrastate Funding Formula as
noted in Section 1-1(1) above. Said allocation of funds will be
required to be added as one-time funds to services funding in
accordance with the Title subpart from which it was withheld.
TCAD will take the balance of the Title III funds, after the amount
retained for TCAD administrative activities, and allocate it to the
AAADs for operating the programs under the OAA. A maximum
of 10 percent (<=10%) of this allocation will be allocated for the
administration activities of the AAADs. These funds serve as the
maximum federal funds that may be used in the administration of
the AAAD. These funds will be taken from the same Title III
subpart as the TCAD administrative funding and allocated
according to the separate provisions in the Intrastate Funding
Formula as noted in Section 1-1(1) above. All funds allocated for
administrative activities of the AAAD not used by the end of the
fiscal year must be added to services funding in the next fiscal year
in the same Title III subpart from which it was taken.

Funds retained from OAA Title III-E for the administration
activities of TCAD and the AAADs will be used before applying
funds drawn from Title III-B or III-C1 each year. These funds
should be applied in the first quarter of the state’s fiscal year to be
applied to the federal award for the federal fiscal year ending at the
end of that same quarter.

Federal funds may be used to pay a maximum of 75 percent
(<=75%) of the costs of activities involved in the administration of

TCAD and/or the AAAD.

The balance of the federal award, after funds retained for administrative

activities identified in paragraph “a” above, will be allocated for direct

services.

1-4
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The AAAD will identify operating costs incurred by the AAAD for
program development and coordination separate from costs applied to the
administration of the AAAD. Said operating costs will be applied in
accordance with requirements of the OAA to cover district-wide program
development and coordination as defined under Title III-B of the program
and shall be paid from the direct services funds identified in paragraph “b”
above. The determination of availability of direct services funds for
program development and coordination will be made by the AAAD
subject to Commission approval during area plan review. These funds will
hereafter be referred to as “III-B Coordination”.

OAA Title III requires that the State must provide a minimum of 5 percent
(=>5%) match for the total funds applied to non-administrative costs in
operating the programs in Title III-B, III-C1 and III-C2. These funds are
provided and allocated in accordance with the Intrastate Funding Formula
noted in Section 1-1(2) above. These funds include State Homemaker,
State Nutrition and Senior Center Operations. These funds have been
determined by the State to require match so that the State funds are a
maximum of 90 percent (<=90%) of the total operating costs applied to
the State Homemaker and State Nutrition programs and a maximum of 50
percent (<=50%) of the total operating costs applied to the Senior Center
Operations.

OAA Title IIT requires that federal funds are a maximum of 85 percent
(<=85%) of the total cost of operating the programs under Title III-B, III-
C1 and ITII-C2. Therefore, the funds identified in paragraph “b” above that
come from these three subparts require match in addition to the amounts
provided by the State in paragraph “d” above. Therefore, the combined
total of these three subparts requires a matching ratio of 85-/5+/10+
(Federal 85% maximum/State 5% minimum/Local 10% minimum).

In addition to the funds noted in paragraph “d” above, the State provides
funds for State Caregiver Match, also known as Title III-E match. This

subpart requires that the federal funds cannot exceed a maximum of 75

1-5
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percent (<=75%) of the total costs of providing the services. The AAAD,
State Caregiver Match and/or local service providers must provide a
minimum of 25 percent (>=25%) match.

g. Federal funds are provided in Title III-D and Title VII for services to
eligible individuals without any requirement of match. The AAAD may
have required providers to furnish match in the past and, if so, may
continue but services will not be reduced or restricted because of this
district required match.

State appropriations may be used to pay a maximum of 50 percent (<=50%) of the

cost of operation of a multipurpose Senior Center Operations with the following

provisions:
a. A minimum of 10 percent (>=10%) of the match must be in cash; and,
b. In each succeeding year of funding thereafter, the grantee must make a

concerted effort to increase the level of non-state funds used to support the
program.

State appropriations may be used to fund 100 percent of the Public Guardianship

program; however, no more than 25 percent of the operation cost may be from an

allocation of administrative costs of the Grantee Agency. Any administrative
costs exceeding the 25 percent cap amount must be taken from local funds.

The AAAD is ultimately responsible for meeting the non-federal share of the

costs of activities conducted under its area plan. The AAAD and/or service

providers may utilize cash and/or in-kind resources in order to satisfy these
matching requirements, in accordance with the following policies:

a. All nonfederal resources, both cash and in-kind, to be used to match the
federal share of program costs must comply with the cost principles
delineated in Section 1-7 of these policies.

b. No cash or in-kind resources, designated for services, regardless of source,
may be used to match the AAAD administration budget. However, if

funds are designated for administrative use, they may be used for match.

1-6
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C. There will be a requirement that local cash must be used to match a
minimum of 10% (>=10%) of the required local match applied to
administrative cost of operating the AAAD..

d. All match requirements can be applied across the entire area plan services
for Title I B, III-C-1 and III-C-2 funds. An overmatch in services within
an area plan cannot offset an under match of AAAD administrative costs
or Title III-E Caregiver Support Services.

e. State funds expended in the Options for Community Living (OPTIONS)
program may be used to match Federal Title IIl funds so long as the
expenditure is traceable to individuals who satisfy enrollment
requirements of the service to which the match is applied, i.e., individuals
receiving services paid from OPTIONS funds that qualify for Title III-E
services, may be used to satisfy part or all of the match requirement of
Title III-E.

Federal resources authorized under one statutory grant program may not be used
to match another except when there is explicit statutory authorization for the use
of federal funds to satisfy matching requirements in whole or in part. Any request
to apply federal funds from one source against another federally-funded program
must have prior approval from TCAD before it will be allowed. Likewise, any
match for one federally-funded program cannot be used as match against another
federally-funded program and must be accounted for separately.

Goods, services, supplies, space and equipment needed for the operation of a

program that are donated rather than purchased may be reported as in-kind

contributions. The fair market value of these donated goods, services, supplies,
space, and equipment may be used as in-kind match for the non-federal/state
share of a federal or state grant unless prohibited in the contract between TCAD
and the AAAD. No contract between TCAD and the AAAD will prohibit in-kind
match unless the prohibition is required within a federal grant award. Standards
applicable to valuation of this match are outlined in Section 1-7-.05 of these

policies.

1-7
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Participant Cost Share may be applied according to the OAA for services other
than nutrition services. The Cost Share formula, approved by the Commission for
use by the AAADs, is based upon the Income as a percentage of the Federal
Benefit Rate (FBR) for the household. The FBR is issued each year by the federal
government. The Cost Share will be calculated for in-home services, excluding
home-delivered meals, that are provided with OAA Title III and State funds (both
Title III match and Options).

a. If a household of one person has an income of less than 200% of the FBR,
the household is exempt from a cost share. This percentage increases 50%
points for each additional person in the household.

b. If a household of one person has an income of 600% or more of the FBR,
the household is liable for the full charges. This percentage increases 50%
points for each additional person in the household.

c. The difference between the minimum (200% FBR) and the maximum
(600% FBR) determines the spread upon which the cost share will be
calculated. The income in excess of the minimum divided by the spread
gives the percentage of the charges the enrollee is liable for paying on the
services received, i.e., FBR $500 with income of $1,500 per month with
$1,600 in charges would be $3,000 maximum (600% X $500) less $1,000
minimum (200% X $500) equals a $2,000 spread, income exceeds the
minimum by $500 divided by spread equals 25% rate which is applied to
charges will equal the cost share of $400 ($1,600 X 25%).

d. In no case will services be denied because of failure of the individual to

pay the calculated Cost Share.

BUDGET YEAR AND PLAN PERIOD FOR AN AWARD.
Plan Period. The "plan period" is the number of years designated by TCAD
during which the AAAD may be granted continuation awards and is a period of
time used for budget planning. This period will be the same period covered by a

State Plan approved by AoA.

1-8
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Budget Year. For budget purposes, the plan period will be divided into budget

years. Federal funds and state appropriated funds may only be awarded for one

budget year, not to exceed twelve months, at one time. An exception to this will

only be allowed when a federal grant is received for a limited period in excess of

twelve months. The exception will not extend beyond the ending date of the grant.

Beginning Dates.

a. The beginning of a plan period is the date on which initiation of the area
plan is authorized by TCAD to begin.

b. The first budget year will begin on the first day of July following approval
the state plan period.

Revisions. Once a budget year has been established for an area plan, it may not be

changed without prior approval by TCAD. Such approval will be granted only

through the issuance of an amended contract.

OBLIGATION OF FEDERAL AND STATE FUNDS TO THE AAAD
The approval of the area plan by TCAD officially obligates funds for such plan
for a given fiscal year.

TCAD may not officially obligate a fiscal year's funds prior to the beginning of
that fiscal year nor after the close of that fiscal year.

No more than one entire budget year for the area plan will be funded from a single
fiscal year's allotment.

In awarding funds to the AAAD, TCAD grants authority to obligation funds to the
AAAD. Such funds are earned only upon the actual accrual of an allowable cost
and the contribution of the non-federal share of that cost.

The contract sets a ceiling for federal participation in the cost of operating the
area plan. TCAD has no responsibility for payment of funds to an AAAD in

excess of those awarded through the official contract.

CARRY-OVER OF UNEARNED OBLIGATIONAL AUTHORITY.
Funds in excess of 8% of the AAAD total contract budget and unearned at the end
of the state budget year, including funds requested and held as unexpended cash
by the AAAD and/or unrequested may be carried over into the subsequent budget

1-9
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year with authorization by TCAD for a 90 day carryover period. Funds unspent
above the 8% limit, at the end of the 90 period, shall revert back to TCAD for
reallocation. State funds that remain unrequested as of the end of the state fiscal
year are not available to be carried over.

Funds authorized for new programs will be exempt from the limitation noted in
paragraph (1) from the date of initial inclusion in a contract award to the end of
the second full fiscal year of operation, i.e., A new program in initial contract
during fiscal year ending June 30, 2008 (partial year) is exempt from the
limitation until the end of the fiscal year ending June 30, 2010 (second full year of
operation).

Funds added to the contract award by way of an amendment in the last four
months of the budget year will be exempt from the limitation and may be carried

forward to the subsequent budget year.

Any funds unearned and/or unobligated by the AAAD during the budget year for
which they were awarded may remain available to that AAAD for earning during
the subsequent budget year only if contractually obligated on or before the end of

the first quarter of the subsequent budget year.

Any such funds carried over must be earned at the matching ratio applicable to the

budget year in which the funds are earned by the AAAD.
Carryover funds must be spent prior to any current year funds.

Any carryover funds from AAAD administration are exempt from the 8%
limitation noted in paragraph (1) above but must be applied in direct services in
the subsequent budget year within the same funding allocation as received, i.e.,
Unexpended III-C Admin must be applied to III-C-1 in the subsequent budget

year.

All unexpended funds in excess of the 8% limitation noted in paragraph (1)
above, unless exempt due to the exceptions allowed in paragraphs (2), (3) and (7)
above, will be reverted to TCAD for reallocation to the AAADs that expended

within the 8% limitation for each source.

1-10
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DURATION OF FEDERAL AND STATE SUPPORT TO AN AAAD
AND RENEWAL REQUIREMENTS.
Awards to AAAD to support area plans will be approved for a maximum of one
year.
In order to apply to TCAD for subsequent year funding, the AAAD will submit to
TCAD an area plan or update in accordance with the application procedures in
Section 5 of these policies.
TCAD reserves the right to deny continuation funding, or parts thereof, if TCAD
determines that the AAAD is not fulfilling its obligations assumed under the area
plan.

PAYMENT OF FUNDS TO AN AAAD.
Payment of funds from TCAD to an AAAD for operation of the area plan will be
in the form of an advance or reimbursement upon written request by the AAAD.
Advance payment to an AAAD will be made no more frequent than on a monthly
basis, upon receipt of the Invoice for Reimbursement/Advance. These requests for
funds are due in the TCAD office on or before the 15th of each month and will be
reviewed for correctness. The review will include comparison to the most recent
quarterly financial report, prior payments and contract maximum liability
amounts. The requests will be submitted in the State’s accounting system for
payment within five days of completion of the review. The request submitted in
the first month of any calendar quarter will be held until TCAD receives the
quarterly financial report which is due on the 20" of that same month.
Requests for advance payments should be limited to the AAAD's cash
requirements for the month, as opposed to merely requesting 12 equal payments
during the budget year.
All AAADs are encouraged to use minority-owned banks.
Payments made to the AAAD for area plan operations must be deposited in an

F.D.I.C. covered checking account.

SUPPLEMENTAL AWARDS.
TCAD may award additional federal funds to all AAADs for any budget year,

contingent upon the availability of additional funds awarded to TCAD.

1-11
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TCAD will issue a supplemental grant award through the issuance of an
amendment to the Contract Award.

A supplement may be awarded to the AAADs during a budget year to meet
additional costs to be accrued that year by issuing a contract amendment. No
amendment to a contract award will be issued to provide funding for expenditures
in excess of the executed contract award if insufficient time remains in the budget
year for all AAADs to fully execute such amendment. The State’s Office of
Contract Review, a division of the TN Department of Finance and
Administration, may choose to not approve any contract amendment not fully

executed prior to the end of the contract period.

PRIORITY SERVICE REQUIREMENT.

Each area agency must spend an adequate proportion of its Title III-B supportive

services funds for the following categories of services, with at least some funds

being spent in each category:

a. Services associated with access to other services: including but not limited
to transportation, outreach, and information and referral and case
management (35%).

b. In-home services: including but not limited to homemaker, personal care,
visiting and telephone reassurance, chore maintenance (10%).

c. Legal assistance (2%).

TCAD, in approving an area plan or a plan amendment, may waive the

requirement for any category of service for which the AAAD demonstrates to

TCAD that the services provided from other sources meet the needs of older

persons in the planning and service area for that category of service.

MAINTENANCE OF EFFORT.
For Federal funds provided from OAA funds:
a. Each AAAD must assure that OAA funds are not used to replace funds

from non-federal sources;
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Each AAAD must agree to continue or initiate efforts to obtain support
from private sources and other public organizations for services funded
under the OAA; and,

A statement of assurance that federal funds are not being used to replace
local funds will be required on budgets submitted to TCAD and on
contracts between the TCAD and the AAAD.

For state funds and other federal funds:

a.

Each AAAD must agree to continue or initiate efforts to obtain support
from private sources and other public organizations for services funded
with state and other federal funds; and,

A statement of assurance that state and other federal funds are not being
used to replace local funds will be required on budgets submitted to

TCAD and on contracts between the TCAD and the AAAD.

Long-term Care Ombudsman Program (LTCOP) funding:

a.

The AAAD will expend all Title VII-Ombudsman funds allocated within
the budget year in which they are awarded. It is an acceptable practice to
expend the full Title VII allocation within the first quarter of the budget
year before expending other available funds.

The AAAD will assure that each year the allocation of Title III-B funds
applied to the LTCOP will equal or exceed the base year requirement as
issued in the OAA or the amount expended in the preceding budget year,

which ever is larger.

State funds appropriated to satisfy OAA Title III match requirements: AAADs

will assure that funds allocated as part of the state's required match will be

expended within the budget year in which they are allocated.

EXPENDITURES IN RURAL AREAS.

An area agency must spend under OAA in each fiscal year for services to older

persons in rural areas at least 105% of the amount spent under Titles III, V, and

VII of the Act in rural areas during the federal fiscal year 2000 for social and

nutrition services and multipurpose senior centers. If a county’s designation is
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changed from rural to urban, rural expenditures will no longer be required for that
county.

(2) For purposes of this section, "rural area" means any area outside a Standard
Metropolitan Statistical Area (SMSA) as defined by the US Department of
Commerce. In planning and service areas which are not entirely metropolitan or
non-metropolitan under the SMSA definition, the area agency, for purposes of
this section, must separately account for expenditures in the SMSA and non-

SMSA areas.

1-2-.12 LONG-TERM CARE OMBUDSMAN PROGRAM.

The OAA directs each state unit on aging operating the LTCO to maintain a “State Long-
term Care Ombudsman” and one or more “Local Long-term Care Ombudsmen
(LLTCO)”. The act permits TCAD to contract the LLTCO either directly from the state
office or through the AAADs. TCAD is directed to determine the amount of funding that
is adequate for the conduct of the LTCOP and may take Title IIl-B funds prior to
allocating funds under the intrastate funding formula defined in Section 1-1 above.
Without regard for the method of providing the LLTCO, the program must, each year,
meet a Maintenance-of-Effort (