Cash Advance Request Requirements

The DHHS Cash Management Policy is as follows:

“Advance Of Financial Assistance Funds Policy  TC "Advance Of Financial Assistance Funds Policy" \f C \l "3" 
If a DHHS division receives a request for an advance, and if the request meets the Department’s criteria for approval, a completed DHHS Certification of Cash Needs approved by division/institution management must be forwarded to the DHHS Controller’s Office Program Benefit Payments Section, Branch Head in charge of payments for the division for a check to be issued.
a) There are two types of arrangements or contracts, financial assistance and purchase of service (procurement) contracts.  To distinguish between the two types of contracts, refer to OMB Circular A-133 and NCAC T10 C1 S/B .0400.  There is a list of questions to assist in distinguishing between a purchase of service or financial assistance arrangement.  Advances are not allowed for procurement agreements including Purchase of Services Contracts.  For purchase of goods and services, DHHS will not pay until the goods and services have been received unless the item ordered requires prepayment from all customers.  Contracts that have more than thirty days duration may provide for monthly payments based on satisfactory completion and delivery of specified deliverables or actual provision of specified services.

b) After a financial assistance type contract or grant agreement is signed, the contractor (agency director) may request an advance not to exceed the cash requirement for up to a sixty (60) day period.  An advance should be given only when a lack of an advance would create an economic hardship for the contractor (i.e., the agency should have very limited sources of cash outside of the contract or grant agreement).  The agency requesting an advance must document this need (note: in the case of operating requirements, to attest that the advance is a continuing need) via the DHHS Certification of Cash Needs(Attachment # 12).

The Certification of Cash Needs may be submitted along with the monthly reimbursement request, but it may also be sent separately.  When the Certification of Cash Needs is approved, it will be forwarded to the Controller’s Office where the advance will be processed at the next reimbursement cycle.  The sixty-day limitation does not apply to grants with subrecipients for the purchase of capital items (e.g., start-up costs, purchase of automobiles and other capital items).  In the case of capital purchases authorized in the contract or grant agreement, the entire amount budgeted for the capital expenditure may be advanced if it is purchased and paid for within 30 days, and the contractor documents that a delay of such reimbursement would create a financial hardship.

The DHHS Controller’s Office will analyze the cash needs of the Contractor no less often than every three months. If it is determined by the Department that the advance exceeds the financial needs of the Contractor based on actual monthly expenditures, the excess advance will be reduced from a subsequent month’s expenditure report/reimbursement..  Any excess funds held by the Contractor that are anticipated to be unexpended as of the last day of the contract period shall be refunded to the Division by the contracting ending date.

c) In reference to advances beyond the 60-day limit, DHHS discourages this practice.  Under unusual circumstances a request for an advance exceeding the 60 days period may be considered by the division, which may consult with the DHHS Controller’s Office concerning the entity’s audit history or other related fiscal matters relevant to the request.  The request for advance must identify the unique circumstances that justify the advance and be signed by the entity’s director and the board chair.  Before requesting an advance, the board chairperson will secure the approval of the entire board.  The request to the division will require the two signatures and provide evidence of the entire board’s approval.  The request will include the names and addresses of the board members.  When the advance check is sent, all board members are to be notified by the DHHS Controller’s Office.

NOTE:  If a contractor is funded with Federal funds and an advance is necessary to avoid a hardship for the contractor, the division MUST identify and budget state funds to support the advance.  All advances must be settled before June 30 the fiscal year end.  Federal funds may be used to support an advance to a contractor only if such an advance is allowed by Federal regulations (some Block Grants), and the Federal funds advanced are reportable as an allowable cost, and qualify as an allowable expenditure for Federal reporting purposes, and would not otherwise require the use of State funds.  Procedures for advancing Federal funds to sub-recipients shall ensure compliance with Cash Management Improvement Act (31 CFR Part 205).

EXCEPTION:
In accordance with a letter from the Administration for Children and Families, Division of Energy Assistance dated 7/2/01, the requirement to budget State funds to support advance payments to local contractors for the Weatherization Assistance Program through funds from the Low Income Home Energy Assistance Program is waived.”

Day to Day application:

1. Requirements:


a. Contract must be a Financial Assistance Contract

b. Contract must be signed and in place, including all required federal and state assurances. (Advance Payment request can be concurrent with this, but NOT prior to signed contract being in place.)

c.  DHHS Certification of Cash Needs form must be completed 

d.  Contract document must include “advance request” Payment for Services language.

e.  Funds must be available for advance payment. (See note below)

f. Normally for-profit organizations do not qualify under Certification of Cash Needs.

Note: If a contract is funded with federal funds and an advance is necessary to avoid a hardship for the contractor, the division may need to identify and budget state funds to support the advance. Federal funds may be used to support an advance to a contractor only if such an advance: 

-is allowed by federal regulations (some Block Grants)

-is reported as an allowable cost

-qualifies as an allowable expenditure for federal reporting purposes

-would not otherwise require the use of state funds.

Procedures for advancing federal funds to sub-recipients shall ensure compliance with Cash Management Improvement Act (31 CFR Part 205).

If federal funds will be used to support the payment of a cash advance two approvals are required: 1) an approval letter or applicable documentation must be on file from the Federal agency and 2) an approval letter must be on file from the DHHS Controller’s office.  

All advances must be settled prior to June 30 of the fiscal year.

The DHHS Cash Management Plan can be located on the internet at the following address: www.dhhs.state.nc.us/control/
2. Process:

Each DHHS Divisions must develop their own internal process for approval and denial of cash advance requests, including but not limited to, where files are maintained and the routing process for approvals. 
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