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CHAPTER VII - FINANCIAL PROJECT MANAGEMENT

Audit Responsibilities

Sponsors receiving federal funding are required to have an acceptable financial management system which meets the requirement of 49 CFR.

Public entities (sponsors) have independent system audit requirements. These audits must meet the requirements of the Single Audit Act of 1984, specified in OMB Circular 128.

Private sponsors shall provide for an audit of the project to be made at the completion of the grant objective in accordance with accepted standard audit practices.

System audit costs are eligible as project costs only if the sponsor has an annual cost allocation plan prepared and approved in accordance with HEW Publication OASC-10, "Cost Principles and Procedures for Establishing Cost Allocation Plans and Indirect Costs Rates for Grants and Contracts with the Federal Government." Individual project audits obtained by private sponsors are eligible for funding under the grant.

The Office of Inspector General contact for New York and New Jersey is: USDOT/OIG, Room 740, Leo W. O'Brien Federal Building, Albany, New York 12207, Telephone is 518-472-4405.

Record Keeping Responsibilities

The sponsor is required to maintain all records for at least 3 years after submitting final payment request. In addition, the sponsor is required to allow access to its books, documents, papers, and records by the Secretary of Transportation, Comptroller General of the United States or any of their authorized agents.  A clause allowing this same access is required to be included in any cost reimbursable contract executed in conjunction with a federal grant.

Advisory Circular 150/5100-10A, Accounting Records Guide for Airport Aid Program Sponsors, covers the project records which are to be maintained, Appendix 6 of the AC, shows a typical format for maintaining a record of project costs.  This format is recommended for use to maintain all project cost information throughout the life of the project and a copy may be submitted to the ADO for project closeout purposes.

Project Reimbursement
The AIP program provides for FAA reimbursement to a sponsor for the Federal portion of eligible project costs as costs are incurred.  

There are two methods of obtaining reimbursement under the AIP Program. They are:

       1) Treasury Check Reimbursement

       2) Letter of Credit

Letter of Credit

The Letter of Credit is the preferred method of project reimbursement. The Letter of Credit procedure provides for the electronic transfer of funds directly into an account at a designated financial institution whenever needed.

 It offers the following advantages:

   - Funds are delivered to the AIP grantee on a timely basis, eliminating late payments. It provides a guaranteed one day response time to the sponsor's request for funds.

   - Allows the sponsor an immediate availability of funds when needed. A sponsor can time his receipt of Federal funds to coincide more closely with AIP project disbursements or expenditures.

   -Provide timely accounting and reporting information.

To be eligible to use the Letter of Credit process, the airport sponsor:


1. Must receive or be expected to receive, funds of at  least $120,000 annually.


2. Agrees to establish and follow procedures that minimize the time elapsed between the receipt of Federal funds and their disbursement on AIP projects. Withdrawals should be limited to minimum amounts needed to meet the Federal share of actual immediate cash disbursement requirements.

3.  Agrees to maintain a financial management system


that meets the standards for funds control and accountability prescribed in the common rule of grant management, 49 CFR Part 18, and OMB Circular A-103, Attachment C, dated August 24, 1977.

The Letter of Credit Program requires grantees to use a computer, normally a PC with a modem, to request payments. Payments will be made by direct deposit to the grantee's bank account using automated clearinghouse (ACH) processes. Grantees without access to a computer communication system cannot participate in FAA's LOC operation.

The FAA's Letter of Credit process uses the Department of Health and Human Services (HHS) Smartlink Payment Management System (PMS). With this system, grant recipients make direct on-line payment requests to the PMS computer. Payments are credited to the recipient's bank account the next business day after the payment request is entered.

Usually only one Letter of Credit is established for each AIP Grantee regardless of the number of projects. As new grants are executed, they are added to the established Letter of Credit as subaccounts.

The Letter of Credit method of payment must be authorized by the executed grant agreement. Typically a Special Condition is included in the Grant Agreement which obligates the Grantee to abide by the procedures and regulations governing the Letter of Credit process.

Establishing the Letter of Credit:

a. Initial Notification

Upon notifying the Airports District Office of your interest in the Letter of Credit Program, a copy of Direct Deposit Sign-Up Form, SF-1199A is forwarded to the grantee organization designated official. A sample copy of SF-1199A is enclosed as Attachment "A".

b. AIP Grantees Initial Actions

The AIP Grantee should contact their financial institution to verify that the institution has an agreement executed with the U.S. Treasury for participating in the Treasury Financial Communication System. If not, the grantee should request that the financial institution execute such an agreement.  The Grantee should then complete Section 1 of SF-1199A Direct Deposit Sign-Up Form as follows (all parts except signatures should be typed or legibly printed):

   Part A:   Name, address, and phone number of the 

             grantee organization.

   Part B:   The primary operating contact and telephone 

             number that will make drawdowns or control the 

             drawdown process. The individual that will 

             enter the payment requests in PMS should not 

             prepare or sign checks for the organization.

   Part C:   The Federal Employer Identification Number 

             (EIN) of the grantee organization.

   Part D:   Indicate "checking" account.

   Part E:   The bank account number of the grantee 

             organization that will receive the direct 

             deposit ACH payments.

   Part F:   Check "Other", and write FAA grant in the space 

             provided.

   Part G:   The alternate contact and telephone number 

             perform PMS drawdowns when the primary contact 

             is absent.

Signatures:  Ignore the headings printed on the form's 

             signature blocks. Type or print a signing 

             official's name and organizational title in the 

             lower left signature block: the official should 

             sign in the upper left signature block.

Complete Section 2 with the following information:

DOT-Federal Aviation Admin.      Federal Bldg.- AEA-25

                                 1 Aviation Plaza

                                 Jamaica, N.Y. 11434

and send the form to your bank. The bank will complete Section 3 of the form and return it to the Airport District Office. The Airport District Office will review the form for completeness and forward it to the FAA Accounting Office to initiate the establishment of the Letter of Credit upon issuance of an AIP Grant.

c. FAA Approval of Letter of Credit Application

Upon approval of the Letter of Credit application, the FAA will issue a notification letter, advising the grantee that HHS will complete processing their application, and other pertinent information. Enclosed as Attachment "B" is a sample grantee notification letter. This letter will also forward:

   - A copy of HHS SMARTLINK instructions

   - a SMARTLINK User's Guide containing instructions for 

     accessing the PMS system and entering payment requests 

   - the System Guide contains technical information about 

     equipment and communications configurations

   - a Test Package

   - A KERMIT communications software floppy disk (most 

     other communications software will work as well)

   - A listing of grantee projects.The project listing 

     should list exactly the subaccount numbers that the HHS 

     system will contain that the grantee will cite when 

     withdrawing funds.

HHS will notify grantees of their PMS account number and system passwords by certified letter.

d. Testing the System

Grantees should test their SMARTLINK communication processes using the system test ID and KERMIT or other communications software before they receive active system access from HHS and begin using the system for drawdowns.

e. Using the Letter of Credit System

Grantees cannot automatically withdraw funds after HHS has created their accounts. Each project record must also have an authorization limit entered by the regional FAA accounting office responsible for the Letter of Credit.

Once an allocation has been made and entered for a specific project identified by its subaccount code, the grantee may proceed to make withdrawals. Payment requests should be made on the day before the funds are needed.

Payment requests should only be made for the Federal share of the actual funds needed for disbursement. The payment request should not include any disbursement held back for retainage.

Accounting Reports of Letter of Credit Withdrawals

At the end of each federal fiscal year quarter, that is, on: March 31,   June 30,    September 30, and    December 31, the Grantee must complete standard form SF-272 "Report of Federal Cash Transactions" (see Attachment "C") documenting the cash withdrawals for each project. An original and two copies must be submitted within 15 working days following the end of the quarter to the Airport District Office, who will furnish a copy to the Accounting Operations Branch.

Failure to submit the required accounting of cash withdrawals will result in the cancellation of the Letter of Credit.

Periodically, the Accounting Operations Branch will forward to the Grantee a copy of the Letter of Credit Transaction Control showing each withdrawal and the remaining balance for each project under the Letter of Credit. If any discrepancies are noted, the Grantee should promptly notify the Accounting Operations Branch for resolution.

Changes in Banking Information

Grantees must submit new SF-1199A's whenever they change banks or bank account numbers. Accounting offices will suspend withdrawal authorizations when there are pending changes in bank or bank account number. When the banking information has been confirmed by HHS as complete, accounting offices will re-establish withdrawal authorization limits, and notify the grantee that their account has been reactivated.

FAA Points of Contact for Assistance

The following offices are points of contact for the Letter of Credit payment system:

a. Airports District Office

The ADO awards the grants and determines the method of funding. They provide the accounting office the forms submitted by the Grantee so that action can be initiated for 

establishing a Letter of Credit. 

b. Accounting Division

The Accounting Division is responsible for establishing the Letter of Credit with the Department of Health and Human Services (HHS) based upon receipt of the signed grant agreement which stipulates the Letter of Credit method of payment. This office also monitors the withdrawal of funds by the grantee and is the point of contact for the Grantee concerning the disbursement of funds.

The following office has responsibility for the Letter of Credit Program within the Accounting Division and should be contacted directly for assistance:

             Federal Aviation Administration

             Accounting Division, AEA-25

             Examination, Classification 

                and Disbursement Branch

             1 Aviation Plaza

             Jamaica, New York 11434

             Telephone: (718) 553-4147

             Ask for Natasha Severe

c. For additional questions or problems with system operation, individuals may call FAA Accounting Systems Division, AAA-400 at (202) 267-8995 for assistance.

Treasury Check Reimbursement

Under the Treasury Check reimbursement method, a payment request form is submitted to the ADO by the sponsor which identifies a breakdown of expenditures incurred to date on the project.

Sponsor Actions in Completing Reimbursement Requests

It is important that the sponsor submitting the request properly complete the forms and submit accurate support data to expedite reimbursement. The following information is required with all partial reimbursement requests:


1. An original and two copies of the reimbursement 
request form must be submitted.  All copies must have original signature.

2. One copy of sufficient back up or support information must be submitted with each reimbursement 
request to allow the ADO to determine that the costs requested are necessary and reasonable. This is usually in the form of a detailed breakdown of each item requested in Block 11 of the form and includes a percent completion estimate. Invoices are not required for partial reimbursement requests.


3. The information at the top of the reimbursement 
request form should also include the AIP Grant Number AIP 3-XX-00XX-XX), the Contract Number (FA-EA-XX-XX), the Grant Amount and the request number.

ADO Review of Reimbursement Requests

If the ADO's review of the reimbursement request reveals problems or omissions, actions will be taken in the following order:

      - The ADO will notify the preparer by telephone and attempt to resolve the problem.


- At the sponsor's request, the ADO will hold the request until required additional information is 
received.


- For small discrepancies, when work is not 
satisfactory or at the sponsor's request, the ADO will reduce the requested reimbursement amount and process the payment. The problem must be reconciled before the next request. The ADO cannot increase the reimbursement amount above the sponsor's request.


- If the problem cannot be corrected quickly, the ADO will return the request to the sponsor for correction.

Whenever the sponsor's reimbursement request is adjusted by the ADO, an "Action Notice" will be sent to the sponsor to notify them of the reason.

In addition to the above, the following information is required for planning, development, land acquisition and force account reimbursement requests:

For Planning Projects: (Use Form SF-270)

A report is required to show the percent complete of each phase and/or element of the project with each reimbursement request. The ADO will not process a request for more than 90 percent reimbursement until final documentation of reports and drawings is received, reviewed and accepted. The final payment request will be processed after ADO acceptance of the final project documents.

For Development and Equipment Projects: (Use Form SF-271)

This includes the related administrative, engineering, inspection and other costs associated with equipment and development projects. The engineering costs should be broken down similar to the approved engineering agreement. The construction costs should be supported by a summary of quantities with work completed to date and the 30 day estimate (if requested).

For Force Account Work: (Use Form SF-270 or SF-271)

Use form is SF-270 if the work is planning work and SF-271 if it is development work. The sponsor must submit complete documentation of the labor and equipment hours and cost, and the material cost. The reimbursement process as outlined above.

For Land Acquisition Projects: (Use Form SF-271)

Costs associated with land acquisition can be eligible when incurred before a grant if procedures outlined in the Uniform Relocation Assistance and Real Property Acquisition Act of 1970, as amended, with concurrent FAA approvals, have been followed.

Total costs for all administrative, legal, and professional service costs (appraisers, surveys) associated with each parcel are to be included on the request form in Block c. and identified in a summary sheet attached to the pay request.

Relocation payments to individuals and businesses should be entered in Block i. (Note: Line h. Relocation expense relates to relocation of utilities, etc. not land/relocations). Total costs for relocation of individuals and businesses for each parcel are to be included here and identified individually by parcel in a summary sheet attached to the payment request.

Costs associated with land acquisition can be eligible in advance of acquisition under certain conditions. The correct form for requesting an advance payment is SF-270. An additional certification is typed on the front of the form and signed by the sponsor. This signature is in addition to the signed form. The certification reads as follows: THIS IS TO CERTIFY THAT TITLE SATISFACTORY TO THE ADMINISTRATION WILL BE ACQUIRED WITHIN 30 DAYS FROM RECEIPT OF FEDERAL FUNDS.

Any interest earned on funds received for advance payment shall be used to offset the project costs. Advance payment is typically used for escrow deposits at the time of condemnation filing. Final settlement should be scheduled as close as possible to the receipt of funds.

Payment reimbursement will normally require the Certificate of Title, a copy of the cancelled check (front and back), and a copy of the closing statement (settlement sheet) indicating final costs. 

Relocation costs are not eligible for reimbursement until the claimant has actually moved. Submittal of the appropriate forms (relocation housing payments, moving costs, etc.) must accompany the payment request. Use of other forms may be approved by the ADO when the sponsor is utilizing the services of another agency, such as State Highway Administrator or local Redevelopment personnel, to provide relocation assistance.

Payment should be received within 4 to 6 weeks after submission of the payment request.
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