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I. Annual Proposal Process

Proposals for two years of Smart Start funding are accepted by Durham’s Partnership for Children (the Partnership) on a biannual basis.  A notice of Requests for Proposals (RFPs) is published in the local newspaper and on the Partnership’s website, www.dpfc.net.  Specific areas of identified needs to be addressed are listed on the RFP, as well as general needs to serve the children (ages birth to 5 years) in Durham County.  A brief proposal is also required to continue with the second year of a two-year funding.  The Partnership’s board-developed allocations process is followed to ensure non-biased funding decisions are made.    

If it becomes necessary to issue a targeted Request for Activities (RFA) to address specific needs not met in the RFP process, the Allocations Committee will develop the RFA and corresponding timeline.  The solicitation process will be the same as with the RFP, unless restricted by time.

II. Initial Contract

The initial contract between the Direct Service Provider (DSP) and the Partnership is developed upon execution of the contract between the Partnership and the North Carolina Partnership for Children (NCPC).  Prior to developing the contract, the DSP will be asked to complete the Pre-Contracting Information Form (Appendix 1).  
The initial contract is signed by the Partnership’s Executive Director (ED) and the person authorized to sign on behalf of the DSP, as designated on the Pre-Contracting Information Form.  Both parties must sign the contract for it to be considered “executed”.  The Partnership cannot disburse funds to a DSP unless the contract is executed.  

Each contract is assigned a unique 2-digit number, which should be used on all reports and correspondence submitted to the Partnership.

III. Contract Amendments

Occasionally it is necessary to amend a contract to revise the contract amount, service description, contract timing, or other terms.  Although the contract is an agreement between the Partnership and the DSP, the initial contract and any subsequent amendments must be approved by NCPC since NCPC ultimately provides the funding for all Smart Start contracts.  Contract expenditures must adhere to the contract terms in place at the time of the expenditure.  Any changes in the terms of a contract must therefore be approved in writing by the Partnership and NCPC prior to expending any funds under the revised terms.  

Signed original requests for amendment should be submitted in writing to the Partnership Contracts Manager, with a full explanation of the nature and necessity of the change.  If the requested change involves a change in the total amount of the contract, the request must include a Budget Change Request Form (Appendix 3) as well as a narrative justification of the change.  

Amendments to increase the contract require a three-step approval process.  The first step is review and approval by the Partnership Program and Evaluation Director and the Finance team, who may contact the DSP for further details or justification surrounding the request.  Once approved by the Partnership, the request is presented to the Partnership’s board, before being submitted to NCPC for final approval.  The Partnership staff will communicate the approval status to the DSP.  A formal contract amendment is drafted and sent to the DSP with the final approval letter (notifying of NCPC’s approval).  The contract amendment must be signed by the person authorized in the Pre-Contracting Information Form.  The contract amendment includes the term(s) of the contract that changed and the effective date of the change.  As with the initial contract, both parties must sign the amendment for it to be considered “executed”.  

Because the approval process for contract amendments is lengthy, advance planning is required to ensure that the contract is amended prior to expenditures being made under the amended terms.

Contract amendments that increase or decrease the total approved budget cannot be made after May 15, 2012 due to NCPC’s deadline for contract amendments.  The Partnership will need to receive amendment information from the DSP no later than April 30, 2012 in order to comply with this deadline.  Historically, NCPC and DCD have required amendments to Subsidy by April 13, which means the Partnership would need the amendment information by March 30, 2012 in order to comply with this deadline.

IV. Budget Changes

As discussed in Section III, any change in the total amount of a Smart Start contract requires amending the contract.  A signed original Budget Change Request Form (Appendix 3), with accompanying narrative justification, must be submitted to the Partnership Contracts Manager for approval of the contract amendment. See:

Appendix 3 
for an example of the Budget Change Request Form
Appendix 3A 
for an explanation of types of expenses associated with each line item of the standard Smart Start budget form

Appendix 3B 
for instructions on completing the form

It is no longer necessary to submit a “soft copy” of the form to the Partnership via email.  However, it may help expedite a budget change if the form is emailed to the Contracts Manager.  A signed hard copy is still necessary for our files.

Budget changes that move amounts among line items but do not increase or decrease the total amount of the contract do not require an amendment to the contract.  Such changes do, however, require advance approval by the Partnership Program and Evaluation Director to ensure the activity remains in compliance with the Contract Activity Description (CAD).  The procedure for obtaining approval varies depending on the significance of the requested changes.  The Partnership Program and Evaluation Director must approve all changes in writing.  The following two types of changes require the advance submission of a Budget Change Request Form.
· A budget change that affects the total budget for an object class by more than 10% of the approved budget for that object class. (Object class totals are shown on line 13, 16, 26, 36, 42 and 48 of the budget form.)

· A budget change affecting a single line item with an approved budget of -0-.

NOTE: A written explanation for each line item changing is needed for these two types of budget changes.  If the personnel line is changing, an updated worksheet showing the positions and salaries and/or contracted services is required.
Once the change is approved, an email is sent to the DSP notifying them of the Partnership’s approval and the effective date of the approval.  Because these changes do not require a budget amendment, final approval is generally granted more quickly than changes to the total amount of the contract.

Budget changes which do not change any object class total by more than 10%, and which do not affect any line items with an approved budget of -0- does not require advance submission of a Budget Change Request Form.  The DSP will request the budget change via e-mail to the Partnership Program and Evaluation Director.  The request should specify the line items and amounts to be changed and include a detailed justification for the change.  Upon review from the Program and Finance staff, the DSP will be notified via e-mail of the approval or denial of the budget revision.  All approved changes must be submitted to the Partnership using the Budget Change Request procedure no less frequently than quarterly.  

Quarterly Budget Change Request forms, if applicable, are due on the following dates.  When the due date falls on a weekend or a holiday, the forms should be submitted on the last working day prior to the due date.

· Monday, October 10
· Tuesday, January 10
· Tuesday, April 10
Changes to budget components other than the Smart Start-funded portion of the project should be reported using a separate Budget Change Request Form for each component (cash contributions from state, non-state cash contributions, in-kind or program income), and are processed similarly to Smart Start budget changes that do not involve a change in the total amount of the contract.

DSP staff is encouraged to monitor expenditures carefully to avoid excessive budget changes.  The Partnership monitors expenditure rates closely and follows up with DSPs on activities whose expenditure rates vary from expectations.

V. Fiscal Reporting – Monthly Financial Status Reports

Each DSP is required to submit a Monthly Financial Status Report (FSR) (Appendix 4) to the Partnership Contracts Manager, detailing expenditures for the previous month.  (The FSR serves as both a monitoring tool for DSPs and the Partnership, and as a request for reimbursement of funds expended).  In order to maintain cash flow, the Partnership reimburses monthly activity expenditures at the beginning of the following month.  

Monthly FSRs must be received by the 10th day of the following month in order to avoid a delay in processing and payment.  When the due date falls on a weekend or a holiday, the forms should be submitted on the last working day prior to the due date.  An FSR for the first month’s activity (generally July) needs to be submitted by the deadline even if the DSP’s contract has not yet been executed.

The Monthly Financial Status Report is an Excel workbook which contains instructions (Appendix 4A) for completing the FSR each month.  The DSP must use the current fiscal year’s format for reporting expenditures to the Partnership.  

As a general rule, there should be no significant negative amounts in the “Unexpended Budget” column of an FSR.  The exception to this rule is when budget changes have been approved verbally by the Program and Evaluation Director, as discussed in Section IV.  

Submission

The completed FSR must be submitted in soft copy via email sent to the Partnership by the 10th day of the month to request reimbursement of prior month expenses.  Prior to submitting the July FSR, the person authorized to act as the Contract Administrator for the DSP will complete the FSR Electronic Submission Authorization Form (Appendix 2).  This form authorizes the Partnership to accept a “soft copy” of the FSR in lieu of a signed original.  The FSR should be emailed to the Partnership’s Contracts Manager.  

If the FSR Electronic Authorization Form is not signed by a DSP, then the DSP must submit signed monthly FSRs in hard copy.

Amendments

In the event that a previously submitted FSR needs to be changed (amended), the change should be run through the current month’s FSR.  An explanation should accompany the FSR describing the change, the amount, and how it was calculated.  The Partnership strongly encourages each DSP to regularly review their expenditures and FSRs to ensure accuracy.

Cash Basis of Accounting

The North Carolina Department of Human Resources, Division of Child Development requires that FSRs for Smart Start funds be completed on the cash basis of accounting.  This means that expenses must be reported on the FSR in the period paid, regardless of when the goods or services were actually received.  For DSPs who normally maintain accounting records on an accrual basis or modified cash basis, it will be necessary to convert Smart Start expenses to cash basis for purposes of monthly FSRs.  (Cash-basis project expenditures = expenses for this project as recorded in accounting records - expenses for this project included in accounts payable at end of month + expenses for this project included in accounts payable at end of previous month.)  Worksheets showing the conversion from the DSP’s ordinary accounting records to cash basis must be maintained as an audit trail.  
Sales Tax

DSP’s that are eligible to file a sales tax refund request with the State of North Carolina must not include sales tax in the reimbursable expenses reported on the monthly FSR.  The amount on the FSR should include the costs of the purchase and applicable shipping and handling costs only.  Claims for sales tax refunds should be filed with the NC Department of Revenue in accordance with the established due dates.
Year-End FSRs

Since the Partnership is required to operate on the cash basis of accounting, funds for the current fiscal year may not be disbursed after the last day of the fiscal year (June 29).  The Partnership asks DSPs to estimate expenses for the month of June.  The Partnership pays an amount for anticipated expenses to each DSP in June to cover all expenditures through June 29. The FSRs for May and June require a few extra steps than the other months.  Detailed instructions are outlined in the FSR workbook and at Appendix 5B.

VI. Mid-Year Review and Reversions

In order to maximize the use of Smart Start funds and to monitor DSP spending for the first half of the year, DSPs are asked to submit a Grantee Mid-Year Explanation (Appendix 5) when actual expenditures for July-December are less than 50% of the budget for the year.  The purpose of the explanation is to make certain that all budgeted funds will be spent by June 29.  If there are any funds which will not be used by a DSP, the appropriate budget changes need to be made as soon as possible so that the unused funds (reversions) can be reallocated to other DSPs.  Although the final NCPC deadline for budget changes is May 15, it is very important that the Partnership be made aware of any reversions as early as possible to allow sufficient time for the funds to be reallocated.  The current deadline for funds to be reallocated to subsidy is April 13. 
VII. Fiscal Reporting – Quarterly Revenue Reports

The N.C. state legislature imposes stringent requirements on the Smart Start activity to demonstrate communities’ support for Smart Start-funded activities.  Community support is measured by the amount of cash and in-kind contributions made to the individual local projects by individuals or organizations other than state government.  It is imperative that DSPs actively seek cash and in-kind contributions and adequately document all such contributions received. (See Appendix 9 for tips on documenting in-kind contributions.)  Quarterly reports of contributions received are required to be submitted to the Partnership by:

· Monday, October 10
· Tuesday, January 10
· Tuesday, April 10
· Tuesday, July 10
When the due date falls on a weekend or a holiday, the forms should be submitted on the last working day prior to the due date.  There are three types of reports of contributions that must be submitted.

· Quarterly Cash Contributions Report (Appendix 6)

· Quarterly In-Kind Contributions Report (Appendix 7)

· Quarterly Volunteer Contributions Report (Appendix 8)

In-kind contributions to DSPs include a variety of goods and services.  Services provided by non-professional volunteers may be counted towards the matching requirement.  Non-professional volunteer services are valued at the North Carolina statewide average wage rate, which for FY10-11 was $18.88 per hour.  The new rate for FY11-12 has not been determined. All such contributions should be reported on the Quarterly Volunteer Contributions Report.  As documentation of non-professional volunteer services provided to a DSP, one of two forms should be used, based on DSP preference: If the DSP prefers to compile a single report for each volunteer for each quarter, the DSP Non-Professional Volunteer Voucher at Appendix 10 should be used.  Alternatively, if the DSP prefers to compile a single report for each volunteer event (meeting of volunteer board, staging of annual conference, etc.), the DSP Non-Professional Volunteer Event Roster at Appendix 11 should be used.

Program Income

Any income that the DSP receives as a result of providing a Smart Start-funded service is considered program income.  Any program income received, such as from participation fees, interest earned on Smart Start funds, proceeds from sale of assets purchased with Smart Start funds (requires the Partnership board approval prior to the sale), etc., must be either paid to the Partnership or used to fund additional expenses of the Smart Start activity.  (Note that program income is not the same as contributions.)  

Program income must be reported to the Partnership quarterly on or before the 10th day of the new quarter (see Program Income Report at Appendix 12). When the due date falls on a weekend or a holiday, the form should be submitted on the last working day prior to the due date.  

For FY11-12, activity income is counted towards the Smart Start cash matching requirement.  Note that program income must be expended in the same fiscal year it is earned to avoid reversion to the Partnership.  Employees of DSPs who handle cash must be bonded.

Quarterly Reports Checklist

The Quarterly Cash and In-Kind Reports Checklist is used as a tool to assist DSPs in preparing the quarterly reports package to submit to the Partnership (Appendix 13) for an illustration of the checklist.  The Cash and In-Kind Reports must be signed and the hard copies submitted to the Finance Director along with all supporting documentation.

VIII. Asset Controls

When Smart Start funds are used to purchase assets for a DSP, subcontractor, or grantee, the DSP is required to have adequate controls and procedures in place to monitor the assets, and the DSP is required to ensure that subcontractors and grantees also have adequate controls and procedures in place to monitor the assets.  For purposes of Smart Start policies, assets are defined as durable items (such as furniture or equipment) when the cost is over $500.

The Smart Start Asset Ledger is used to track assets purchased with Smart Start funds (any expenditures reported on line 39 or line 40 of the FSR).  (See format for ledger at Appendix 14.)  The DSP is required to take a physical inventory at least once a year of Smart Start assets held by the DSP and any subcontractors or grantees, and to reconcile the results of the physical count to the Smart Start Asset Ledger.  The annual inventory may be conducted any time between July 1 and June 29; and an updated Smart Start Asset Ledger as of June 29 is due to the Partnership no later than July 10.  When the due date falls on a weekend or a holiday, the form should be submitted on the last working day prior to the due date.  

Assets purchased with Smart Start funds must be tagged individually with a permanent identification number that also identifies the asset as belonging to the Partnership.  Please contact the Contracts Manager to obtain an asset tag for newly-purchased items.  A control system must be in place to ensure adequate safeguards against loss, damage or theft of assets.  Any loss, damage or theft must be reported in writing to the Partnership within 10 days of its occurrence.  Adequate maintenance procedures must be implemented to ensure that equipment is maintained in good condition.  Adequate insurance must be maintained on all assets, and insurance coverage must be reviewed annually to determine adequacy.

The DSP must obtain prior written approval from the Partnership to dispose of assets purchased with Smart Start funds.  If the item is sold, at least two bids should be obtained.  The proceeds of the sale are treated as program income.  If the asset is not sold, it must be donated to a public or non-profit agency that provides services to young children.  If the item is considered to have no value, it may be discarded with prior written approval from the Partnership.

IX. Competitive Bidding

The state of N.C. requires that competitive bidding procedures be in place for significant expenditures of Smart Start funds. At a minimum, the following procedures are required:

a. For amounts equal to or less than $3,000, routine suppliers can be used;

b. For amounts greater than $3,000 or up to and including $5,000, three verbal quotes must be obtained;

c. For amounts greater than $5,000 but less than $15,000, three written quotes must be obtained;

d. For amounts of $15,000 or more but less than $40,000, a Request For Proposal (RFP) process must be initiated; and

e. For amounts of $40,000 or more, a Request For Proposal and advertising in a major newspaper must be initiated. 

Since the state of N.C. requirements do not specify if the minimums are on a per order or per year basis, it is recommended that you obtain three quotes of like or similar items that you will purchase from any vendor that you anticipate spending more than $3,000 in a year.  Orders should not be split to reduce the threshold total. 

The competitive bidding requirements also apply to independent contractors that are hired with Smart Start funds.  If a contractor is paid over $3,000 per year, these procedures apply.  If a contract is executed with an independent contractor in an amount greater than $3,000, these procedures apply (even if the contractor invoices for less than $3,000).

X. Fiscal Monitoring

The Partnership is required to perform formal on-site fiscal monitoring of its funded activities.  The monitoring is performed by the Partnership’s staff that is familiar with the contracts management and is normally scheduled in advance with the DSP.  The monitoring involves a review of procedures used to process Smart Start-funded expenditures and income used to meet the Smart Start matching requirement.  

As part of the monitoring visit, the Partnership will also check to see that the DSP has complied with the revised requirements of N.C.G.S. 143-6.2, entitled “Nonprofits State Funds Accountability Act - Reports on Use of State Funds by Non-State Entities.” 

The monitoring also includes a review of accounting records to determine that cash receipts from the Partnership are properly reflected in the accounting records, and cash disbursements reported on FSRs are supported by adequate documentation. 

All activities will have an on-site fiscal monitoring visit at least one time during the fiscal year.  DSPs will be notified when a site visit is planned.  DSPs that have difficulty complying with fiscal reporting requirements may have more than one fiscal monitoring visit within the year.  All new activities will be visited within the first six months of operation.

Upon completion of the on-site monitoring visit, the formal report of findings and recommendations will be prepared that summarizes the results of the review.  A copy of the report is provided to the primary contact person at the DSP.  In the case of findings, a written response to the report, outlining the DSP’s plans to address the findings, is required within 10 days of receiving the report.
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