
Basic Finance Training November 12-13, 2020

1

Welcome to 
Basic Finance and 

Recordkeeping
March 2-3, 2021 | Day 1

Sponsored by Office of Native American Programs (ONAP)

Provided by the National American Indian Housing Council (NAIHC)
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Instructor

• Charles Anderson

• Owner/Manager, Northwest
Housing Consultants, LLC
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Course Schedule
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Standards for 
Financial Mgmt

Systems
IHBG Funds

Allowable 
Costs

Budgeting

Cash 
Management

Basics of Fund 
Accounting

Accounting for 
IHBG Funds

Internal 
Controls

Program 
Income

Audit 
Requirements

Reporting and 
Monitoring

Recordkeeping 
and Retention

SECTION I

Purpose, Objectives, and Orientation
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Could This Happen to You?
“We (the IG) find that the Housing Authority cannot account for more than $5.1 
million in Indian Housing Block Grant funds. The Housing Authority’s financial 
management system is unauditable because the financial statements, general 
ledger, and subsidiary ledgers are not complete and accurate as required.”

“As a result, the Housing Authority cannot provide reasonable assurance that its 
Indian Housing Block Grant funds is assisting the intended beneficiaries. In our 
opinion, this is occurring because the Board of Commissioners and the Authority’s 
management do not have effective control of the Authority accounting operations.”

Taken from an actual IG Report
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Course Objectives:

• Provide an overview of accounting, financial 
reports and the requirements of NAHASDA.

• Study basic financial transactions and accounting 
applications relevant to the NAHASDA program.

• Improve the compliance, accuracy, and 
performance and functions of the participants in 
the management of the IHBG award.

• Provide tools and best practices to enable 
participants to better utilize their existing 
financial management system.

6



Basic Finance Training November 12-13, 2020

4

SECTION II:

Financial Management Systems

7

Overview Of Financial Management System

• One size does not fit all – tailor to staffing and organizational 
structure

• Refer to 2 CFR 200 Post Federal Award 200.300-309 for 
financial management system standards

2 CFR 200

• Refer to NAHASDA 1000.26 Administrative Requirements for 
NAHASDA specific requirements

24 CFR 1000

8

https://www.ecfr.gov/cgi-bin/text-idx?SID=3ba97862d461ce820ab65d2ba4d77942&mc=true&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
https://www.ecfr.gov/cgi-bin/text-idx?SID=3ba97862d461ce820ab65d2ba4d77942&mc=true&tpl=/ecfrbrowse/Title24/24cfr1000_main_02.tpl
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Financial 
Reporting

Accounting 
Records

Internal 
Controls

Record 
Retention

Budget 
Control

Allowable 
Costs

Source 
Documents

Cash 
Mgmt.

Components of a 
Financial 

Management 
System

200.302(b)(2) & NAHASDA 1000.552

200.302(b)(3)

200.302(b)(4) & 200.303

200.302(b)(5)

200.302(b)(6) & 
200.305 Payments

200.302(b)(7) and Subpart 
E – Cost Principles
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Benefits Of A Sound Financial Management System

10

Long term 
financial 
planning

Organize grant 
activities

Effective and 
Efficient Use of 

Funds

Achieve 
program 

objectives
Prepare Budgets

Demonstrate 
accountability

Gain confidence 
of funding 
agencies



Basic Finance Training November 12-13, 2020

6

§ 200.301:  Performance Measurement

• Shift in emphasis from compliance 
to performance
– Measuring performance

– Improve program outcome

– Encourage best practices

• Financial Requirements
– Relate financial data to performance 

accomplishments

– Provide cost information to 
demonstrate cost effectiveness

11

SECTION III: 

NAHASDA IHBG Funds

12
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Uniform Guidance Requirement

200.302(b)(1): Identification, in its accounts, of all Federal 
awards received and expended and the Federal programs under 
which they were received, including:

• the Assistance Listing title and number, 

• Federal award identification number and year, 

• name of the Federal agency, and 

• name of the pass-through entity, if any.
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NAHASDA Identification:  Example

Grantor HUD

Program Title and Name NAHASDA

CFDA Number 14.867

Grant Number 55-IH-02-0123-0

Grant Year FY 2020

14

Document and store information in your accounting system
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How Funds Are Made Available Under NAHASDA
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SECTION IV:

Allowable Costs

21

Allowable Cost Requirements 

1. The Tribe/TDHE must comply with Financial Management 
provision 200.302(b)(7): Written procedures for determining the 
allowability of costs in accordance with Subpart E-Cost Principles
(200.400-475) and conditions of the Federal award (NAHASDA 
Program)

2. §200.412 Classification of Cost:  No universal rule for classifying 
costs as direct or indirect Facilities and Administration (F&A).

3. Requirement to treat like costs consistently in like circumstances 
(costs incurred for like purposes required to be applied 
consistently as either direct or indirect).

22
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Written Procedures For Allowability Of Costs (§200.302(b)(7))

• Must have written procedures to 
determine the allowability of 
costs 

• Procedures must be consistent 
with typical costs that are 
normally incurred and allowable 
under the IHBG funds.

23

§ 200.402:  Composition of Costs

24

Allowable 
Direct 
Costs

Allocable 
Indirect 
Costs

Applicable 
Credits

Total Cost=
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200.413 200.414

Allocating Costs:  Example

26
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§ 200.405: Allocable Costs

Allocable – A cost is allocable if the goods or services involved 
are chargeable or assignable to that Federal award or other cost 
objective in accordance with relative benefits received. This 
standard is met if the cost:

– Is incurred specifically for the federal award;

– Benefits both the Federal award and other work of the non-Federal 
entity and can be distributed proportionally using reasonable 
methods; and

– Is necessary to the overall operations of the non-Federal entity and is 
assignable.

27

§ 200.405: Allocable Costs cont’d

Direct Cost Allocation Principle: 

• If a cost benefits two or more projects or activities in 
proportions that can be determined without undue effort or 
cost, the cost should be allocated to the projects based on the 
proportional benefit.

• IF NOT, costs may be allocated or transferred to benefitted 
projects on any reasonable documented basis 

For example: Legal Costs

28



Basic Finance Training November 12-13, 2020

15

Housing 
Project

•Contract 
Review 
(Actual Cost)

Housing 
Mgmt.

•Collections 
(Actual Cost)

Admin 
and 

Planning

•Balance of 
Costs

29

Example:  Allocating 
Legal Costs

§ 200.405 Allocable Costs cont’d

• Can shift costs that are allowable under two or more Federal 
awards in accordance with existing Federal statutes, regs, or 
terms and conditions of the Federal award.

• HOWEVER: Any cost allocable to a particular Federal award 
may not be charged to other Federal awards to:

– overcome fund deficiencies 

– avoid restrictions imposed by Federal statutes, regulations, or terms 
and conditions of the Federal awards, or for other reasons

30
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§2 CFR 200.405:  Allocable Costs

Develop an Allocation Table for costs that are 
allocable to multiple cost objectives or grant 
awards based on proportional benefit.  
(Example – office rental costs)

31

Allowable Costs to NAHASDA

Necessary, reasonable, allocable

Conform to grant award criteria 

Consistent with policies and procedures

Accorded consistent treatment – allowable or allocable.

Generally GAAP

Cannot use as cost sharing or matching requirement 

BE ADEQUATELY DOCUMENTED

32

NAHASDA does not prohibit use of IHBG funds as matching funds
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NAHASDA Treatment of Certain Costs

NAHASDA program specific requirements apply to the 

following costs:

COSTS THAT  REQUIRE HUD PRIOR APPROVAL:

• Depreciation method other than Straight Line

• Cost of Housing as employee compensation or benefit

UNALLOWABLE COSTS:

• Penalties, damages, fines and other settlements

Refer to 1000.26(b)(1)

33

Specific 
Items 
of Cost

34
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§ 200.475 Travel Costs

38

(C)(1) Temporary dependent care costs above and beyond 
regular dependent care - allowable provided  that:

(i)Direct result of the individual’s travel for the  Federal
award;

(ii)Costs are reasonable and consistent with  documented
travel policy;

(iii)Temporary only for the travel period.
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POLL QUESTION 1:  

A TDHE used IHBG grant to rehab a 
low-income housing property it owns.   
Determine if the costs are direct costs
and which are indirect costs.

40

POLL QUESTION 2:

THA has been fined $1,000 for a zoning violation 
for a project funded with IHBG grant. Which of 
the statements are True or False?

42
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POLL QUESTION 3:  

THA incurred advertising and public relations costs 
in 2016 and charged its IHBG grant. The external 
auditor found these costs and deemed them 
either allowable or unallowable. What did the 
auditor rule on each of the following costs?
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POLL QUESTION 4:

A THA employee was required to attend an approved 
training conference related to her work that is funded with 
a federal grant. The employee brought her young daughter 
with her who required day care services. There were a 
couple of days in the conference where the employee had 
to participate in training that lasted longer than she 
anticipated, causing her to use the day care services 
beyond the 8 hours a day she normally would pay for 
childcare services. 
How much of the cost is allowable?

46
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SECTION V:

Budgeting

47

Why is budgeting important?

• Required by Uniform Guidance §200.302(b)(5): “The 
Financial Management System must provide for 
comparison of expenditures with budget amounts for 
each Federal award.”

• Budgets help set targets 

• Identify Tribal priorities  

• Control and Accountability 

• When the Tribe/THDE undertakes the time to budget, 
they are making a deliberate decision to plan their 
financial goals for the short and long term. 

48
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Budget Controls:  Questions to Ask

• Can activity be completed within 
budget?

• If over budget, what other sources 
are available?

• Are activities progressing as planned?

• Is the cost/unit in line with 
expectations?

49

Budget Controls:  Basic Elements

Compare actual 
with budget

Report 
deviations

Budget or 
program 
revisions

50
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Budget Process

51

Start with 
strategic 
priorities

Know your 
resources

Identify 
activities

Ensure 
program 
eligibility

Determine 
Capacity

Build the Budget

• Identify DIRECT COSTS 

• Identify ALLOCABLE INDIRECT COSTS

• Create an allocation table(s) for Allocable Costs

• Budget limits for Planning and Administrative Costs

– If NAHASDA award is < or = $500,000: 30% of the greater of annual 
grant expenses or the annual grant amount;

– If NAHASDA award is >$500,000: 20% of the greater of annual grant 
expenses or the annual grant amount.  

52
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COLUMN 1 2 3 4 5 6 7 8 9 10

Employee Employee Employee Employee % of FICA/ Tele- Office

A C D E Total Total Medicare/ESC 401K phone Supplies

FTE 1.00         0.50       1.00         1.00         3.50           

PROGRAM:

Rehab Program 25,000      -         -           25,000       14.7% 2,068            2,000   324    1,324    

SFH Construction -             

Tribal Office Bldg Dev 15,000      15,000       8.8%

Emergency Assist 10,000    -           10,000       5.9% 827               800      129    529      

Youth Activity -           5,000      -           5,000         2.9% 414               400      65      265      

HB Assist Program -             0.0% -                -      -     -       

Other Programs 2,000      29,485      30,000      61,485       36.2% 5,085            4,919   796    3,255    

Planning & Admin -           -         18,515      35,000      53,515       31.5% 4,426            4,281   693    2,833    

Budget Totals 40,000      17,000    48,000      65,000      170,000      100% 14,059           13,600 2,200 9,000    

 
The above schedule illustrates:

1

2

Column 5: The Tribe Housing staff of 3.5 FTEs are directly charged to NAHASDA activities or other programs 

based on work they perform for those areas.

Column 6: The % of Total column shows what percent of wages and salaries are being charged to the activities 

and other programs.  For example, the Rehab Program bears 14.7% of the cost of wages.  The percent 

establishes the rate to apply to assocated expenses (payroll taxes and other expenses such as telephone 

charges, and office supplies. 

SAMPLE PAYROLL AND OTHER OVERHEAD EXPENSES ALLOCATION TABLE

Fringe Benefits

53

Sources of Funding - IHP

54



Basic Finance Training November 12-13, 2020

26

Uses of Funding - IHP

55

Approve and Implement the Budget

• Approval:  The governing body (Tribal Council) formally adopts the 
budget by resolution. 

• Implementation:  Enter the budgets into the accounting software 
system.  

• Compare the Actual Expenses to the Budget:  Analyze variances
– Alerts to errors

– Cut back or modify spending

– Change your future budgetary strategy

– Helps you better plan your future budget

56
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SECTION VI: 

Accessing IHBG Funds

62
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Accessing Funds

• 2 CFR 200.302(b)(6): The Tribe/TDHE must have written 
procedures to implement the requirement of §200.305 
Payment (this means “payment” to the non-federal entity)

• Important to know:

– HUD’s “3-Day Rule” on payments

– Managing and accounting for the IHBG funds

– Written procedures for payment to access and draw funds via eLOCCS

63

Accessing Funds

64

Depository

Advance  
Payments

Reimbursement 
Payments
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Advance Payments

Advanced Payments must be paid provided:

• written procedures are maintained that minimize the time 
elapsing between the transfer of funds and disbursement; 

• financial management systems are maintained that meet the 
standards for fund control and accountability; and

• they are limited to the minimum amounts needed for 
immediate cash requirements.

65

§ 200.305(b):  Advance Payments

Advance payments must be in interest-bearing accounts unless: 

• Total federal awards for year are less than $250,000, or

• Anticipated interest earnings are less than $500 per year, or

• Minimum balance requirements of bank make it not feasible, or

• Banking system precludes interest banking accounts

66
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Reimbursement Payments

Reimbursement is the preferred method when:

• the non-federal entity is unable to meet the requirements of 
timely disbursement of funds; or

• when the Federal awarding agency sets a specific condition 
due to past performance; or

• when the non-Federal entity requests payment by 
reimbursement. 

67

§ 200.305(b):  Payments Disbursements

• Minimizing time between 
transfer of funds and their use –
must be “timely”

• HUD has defined “timely” to 
mean 3 business days (not 
regulatory)

• If not possible, justification 
should be documented

68
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Accounting for Reimbursement from IHBG Funds

Due to stringent requirements 
to disburse advance funds 
within three (3) working days, it 
is common practice for 
recipients to draw down 
NAHASDA grant funds to 
reimburse themselves rather 
than take an advance on the 
funds.   

69

§ 200.305(b)(7):  Depository Accounts:

• Administering Agencies cannot require 
Tribe/TDHE to have separate depository 
accounts for different Federal grants 

• Regulations do not establish any eligibility 
requirements for depositories for funds 
provided.

• However, the Tribe/TDHE must be able to 
account for the receipts and expenditures of 
IHBG funds through its accounting system.

70
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Accounting for a Drawdown of IHBG Funds From eLOCCS
Account No Class Account Description DEBIT CREDIT

7540 600 Smart Auditors - Audit Services 15,000

2010 Accounts Payable 15,000

1010 Cash in Bank - Operating 15,000

4520 600 Federal Grant Revenue-NAHASDA 15,000

2010 Accounts Payable 15,000

1010 Cash in Bank - Operating 15,000

This entry is post in Accounts Payable to record the liability for pyament owed to Smart Auditors for completion of the audit

To record payment to Smart Auditors.  Funds from eLOCCS must be disbursed within 

3 business days.

To record receipt of funds from HUD through dLOCCS draw down

71

24 CFR 1000.58:  Drawdown Early and Invest!
(see also PIH 2015-08)

72

Draw 
Down and 

Invest

No audit 
findings?

Investment 
Policy?

Internal 
Controls 
Policy?

No HUD 
findings?
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Maximum investment (5 years)

73

FCAS 
Allocation

Need 
Allocation 

IHBG

POLL QUESTION 5:

Have you been approved to draw down 
and invest your IHBG funds?

❑Yes

❑No

❑Not Sure

74
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Sample Revenue and Expense Report 

Class: 600 NAHASDA 

Sub-class: 200 Rehab Program

Account Description

 6/30/2014 

Month 

Activity 

 Balance 

as of 

6/30/2014 

4520 Federal Grants - NAHASDA 31,490.00  

-                 31,490.00  

7220 Salaries & wages - other 2,240.00        25,000.00  

7240 Employee benefits- not pension 80.00             1,500.00    

7250 Payroll taxes 175.00           2,000.00    

8110 Supplies 300.00           2,500.00    

8130 Telephone & Telecomunications 50.00             200.00       

8260 Equipment 200.00           3,000.00    

8310 Travel 15.00             50.00         

8520 Insurance-non employee 50.00             350.00       

Total Expenses 3,110.00        34,600.00  

Net Revenues/Expenses) (3,110.00)       (3,110.00)   

75
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SECTION VII:

Basics of Governmental Accounting

77

What is Fund Accounting?

• Fund accounting is an accounting system for recording resources 
whose use has been limited by the donor, grant authority, 
governing agency, or other individuals or organizations or by law. It 
emphasizes accountability rather than profitability and is used by 
Nonprofit organizations and by governments.

• A fund consists of a self-balancing set of accounts and each are 
reported as either unrestricted, temporarily restricted or 
permanently restricted based on the provider-imposed restrictions.

78
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Basics of Fund Accounting
What is a Fund? 

• Each fund is a self-balancing set of 
accounts. 

• It is a fiscal and accounting entity – it 
is NOT a separate legal entity 

• Used for specific activities or to 
obtain specific objectives

Why do Governments use Fund 
Accounting?

• Legal and Fiscal Accountability

79
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Types of Funds
• General fund:  Primary fund of the Tribe/TDHE.  Only one GF 

used to account for all financial resources EXCEPT those 
required to be accounted for in another fund.

• Special Revenue Fund: Revenues legally restricted to specific 
purposes

• Capital projects fund: account for acquisition and construction 
of capital assets and facilities.

• Debt service fund: account for resources for long-term debt 
principal and interest.

• Proprietary Funds. Used to account for business-like type 
activities (supported in part by fees or charges). 
– Enterprise funds: similar to private businesses
– Internal service funds:  inter-departmental expenses

81

Cash vs. Accrual Accounting

Cash

Income recorded 
when payment 

received

Expenses 
recorded when 

bills paid

Accrual

Income recorded 
when billings 

earned

Expenses 
recorded when 

bills owed

Modified 
Accrual

Income recorded 
when measurable 

and available

Expenses 
recorded on 
accrual basis

82
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Which Fund Type To Use

Either:

• As a Governmental Fund type

– Modified accrual

• Or as an Enterprise Fund in the Proprietary Fund Category

– Full accrual all the time 

– User charges pay for services (rents)

– Debt service used for acquisition and development

83

§ 200.302(b): Financial Management

If a Federal awarding agency or pass-through entity 
requires reporting on an accrual basis:

• The recipient must not be required to establish an 
accrual accounting system. 

• Therefore, a recipient may develop accrual data for its 
reports based on an analysis of the documentation on 
hand.  
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