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Background 
 
Leon Snead & Company, P.C. completed an audit of grant PW-18942 awarded by the 
Appalachian Regional Commission (ARC) to the Fayette County Community Action Agency 
Inc. (FCCAA), Uniontown, Pennsylvania.  The audit was conducted at the request of the ARC 
Office of Inspector General to assist the office in its oversight of ARC grant funds.   

ARC awarded $1,750,000 to FCCAA for grant PW-18942 and requires $1,796,961 in match.  
Estimated project costs are $3,546,961.  The period of performance for the grant is May 1, 2017 
to March 31, 2020.  The ARC funding is predominantly for salaries, contractual costs, equipment 
purchases, and travel.  Planned match includes in-kind salaries and equipment, state funding, and 
other local sources.  The grant was still open and active at the time of the audit.   

The grant was awarded under the Partnership for Opportunity and Workforce and Economic 
Revitalization (POWER) initiative.  The primary purpose of the project is to improve and expand 
four of Southwestern Pennsylvania’s existing agricultural industry clusters, which are sheep, 
lambs, and goats; poultry; produce and specialty products; and value-added food processing, in 
order to develop a local food shed.  The food shed will help provide new economic opportunities 
in communities impacted by the decline of the coal industry and diversify the economies of 38 
counties in Pennsylvania, West Virginia, and Maryland.  Project activities include outreach to 
coal-impacted communities, identifying new products and emerging markets, providing training 
and assistance to farmers and food entrepreneurs, and developing new technologies to increase 
food shed profitability. 

FCCAA, as the primary grantee, is responsible for administering the overall project and funds.  
This includes monitoring and supporting the Republic Food Enterprise Center (RFEC), a 
non-profit local food hub that was created by and affiliated with FCCAA, which performs  
many of the project activities.  The project also includes several other partners, including  
the Pennsylvania Department of Agriculture, county officials, local universities, economic 
development authorities, community agencies, farmers, food businesses, and a community 
development financial institution.   

Objectives, Scope, and Methodology 

The audit objectives were to determine whether: (1) program funds were managed in accordance 
with the ARC and Federal grant requirements; (2) grant funds were expended as provided for in 
the approved grant budget; (3) internal grant guidelines, including program (internal) controls, 
were adequate and operating effectively; (4) accounting and reporting requirements were 
implemented in accordance with generally accepted accounting principles (or other applicable 
accounting and reporting requirements); and (5) the matching requirements, and (6) the 
established performance measures were met.  

FCCAA reported total program expenditures of $1,459,626 as of April 30, 2019.  We tested and 
examined supporting documentation for $313,500 of costs charged to ARC funds and $422,981 
of matching costs to determine if the amounts were adequately supported and allowable.  
 
We reviewed documentation provided by FCCAA and RFEC and interviewed staff to  
obtain an overall understanding of the grant activities, accounting system, and general operating 
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procedures and controls applicable to the grant.  We reviewed financial and project reports to 
determine if they were submitted to ARC in accordance with requirements.  We reviewed the 
grantee’s most recent annual audit report to identify any issues impacting the ARC grant and our 
audit.  
 
The on-site fieldwork was performed at FCCAA offices in Uniontown, PA during June 17-21, 
2019.  The preliminary results were discussed with FCCAA staff at the conclusion of the on-site 
visit and they were in general agreement with issues identified and related recommended actions.   
 
The primary criteria used in performing the audit were 2 CFR 200, the ARC Code, and the grant 
agreement.  The audit was performed in accordance with the Government Auditing Standards. 
 
Summary of Audit Results 
     
FCCAA had written financial and administrative policies and procedures for key areas applicable 
to grant funds and activities, which were considered generally adequate for administering the 
grant. Matching amounts reported to ARC were adequately supported, and it appeared FCCAA 
would meet the required levels at grant end. However, policies and procedures related to fund 
advances and equipment management need to be improved.   
 
Financial and project reporting requirements were being reasonably met except for two aspects 
of interim project reports.  Actual results and progress toward achieving established grant 
performance measures and FCCAA’s outlook for project sustainability were not being 
adequately reported to be useful in assessing those aspects of the grant.  
 
The grant project was still active, so final grant performance results were not available.  Current, 
verified data was not available for six of the eight performance measures established for the 
grant.  Therefore, an objective assessment of the overall progress and likelihood of full 
achievement of all the goals by grant end was not possible. 
 
For the two measures that had reasonable data, one had already been exceeded and one was 
significantly below the level expected.  Forty-five jobs were expected to be retained under the 
grant, and 54 full time jobs were documented to date as retained.  It was expected that the grant 
would result in $3.5 million of leveraged private investment, but only $1.03 million had been 
documented.   
 
The procedural issues and recommended corrective actions are discussed in the Findings and 
Recommendations section of this report.   
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Findings and Recommendations 
 
A.  Advance Funding 
 
During the FCCAA 2018 annual audit, it was determined that FCCAA had obtained $629,392 in 
advance funding on the ARC grant in September 2017 and had $260,743 remaining unexpended 
as of June 2018.  This was a significantly longer period than 120 days required by ARC and the 
time expected under federal cash management standards.  The remaining balance of that advance 
was finally reported as fully expended in the reporting period ended 4/30/2019.  A further review 
or the financial records indicated that from October 30, 2017 to February 5, 2019 FCCAA had a 
daily fund balance of $602,576.  FCCAA We reviewed and discussed the FCCAA corrective 
action plan and steps taken to date to address the condition identified.  There are two factors that 
contributed to the problem that need additional management attention and action to help prevent 
the problem in the future. 

One factor was that FCCAA staff members who approved and processed the advance request 
were not familiar with the federal and ARC requirements for prompt liquidation, and thus did not 
have a formal process to closely review and verify that the full amount requested was the 
minimum necessary and would be expended within the allowed time.  It is apparent that staff 
members are now aware of the requirements, and have indicated they would monitor this area 
closer.  Despite this increased awareness, we believe a written policy needs to be established 
governing advance requests that include steps necessary to ensure the amount requested is 
justified and will be expended promptly, at least within the allowed timeframe.  The written 
guidance will serve as an effective internal control, and will help ensure staff involved in future 
grants and requests understand the requirements and the steps to be taken.  FCCAA had a written 
policy for cash receipts (Fiscal Policy 120) but it did not include guidance on advance funding.   

Another factor involved problems with a large equipment procurement for an Aquaponics project 
that was being managed by RFEC.  A significant portion of the advance funding requested from 
ARC was for that project.  The lack of, or ineffective, planning for this procurement, resulted in 
problems with both expending the advance and implementing the grant.  Although the original 
plan was for an indoor facility and to have all the equipment under contract by December 2017, 
all the bids to the initial RFP were higher than expected, causing RFEC to redesign the project as 
an outdoor facility and go out for new bids in February 2018.  All of those bids received were 
also above the estimated cost.  Once again the project was redesigned and in December 2018 
RFEC planned to solicit new bids.  In May 2019, FCCAA reported to ARC that it had decided to 
eliminate the Aquaponics portion of the project and requested ARC to approve reallocating the 
approved funds to other activities.  We were told it had not been approved at the time of our 
audit.   

2 CFR 200.305 (b) (1) states:  For non-Federal entities other than states, payments methods  
must minimize the time elapsing between the transfer of funds from the United States Treasury 
or the pass-through entity and the disbursement by the non-Federal entity whether the payment  
is made by electronic funds transfer, or issuance or redemption of checks, warrants, or payment 
by other means.  See also §200.302 Financial management paragraph (f).  Except as noted 
elsewhere in this part, Federal agencies must require recipients to use only OMB-approved 
standard government-wide information collection requests to request payment.  The non-Federal 
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entity must be paid in advance, provided it maintains or demonstrates the willingness to maintain 
both written procedures that minimize the time elapsing between the transfer of funds and 
disbursement by the non-Federal entity, and financial management systems that meet the 
standards for fund control and accountability as established in this part.  Advance payments to a 
non-Federal entity must be limited to the minimum amounts needed and be timed to be in 
accordance with the actual, immediate cash requirements of the non-Federal entity in carrying 
out the purpose of the approved program or project.  The timing and amount of advance 
payments must be as close as is administratively feasible to the actual disbursements by the non-
Federal entity for direct program or project costs and the proportionate share of any allowable 
indirect costs.  The non-Federal entity must make timely payment to contractors in accordance 
with the contract provisions. 

Recommendations 

 FCCAA should: 
1. Create a new written policy or revise the existing cash receipts policy to govern the 

requesting and use of advance funding on ARC and other grants that meet federal 
requirements and include steps for review and justification, especially on large project 
expenditures like the Aquaponics, to ensure the minimum that can be justified is 
requested and that all of the amount can be expended within the period allowed by the 
granting agency. 

2. Revise the procurement policy, coordinating with RFEC as necessary, to establish 
requirements and guidance for proper planning, particularly for larger more complex 
projects like the Aquaponics, including establishing a clear definition and understanding 
of the requirements, and obtaining information or professional advice necessary to 
develop a reliable internal estimate of the probable costs. 

3. Ensure that RFEC staff involved in procurements under the ARC grant and future grants 
have the necessary training and experience for the type of procurement made. 

 
Grantee’s Response 
 

1. “Fayette County Community Action Agency has developed a new fiscal policy, Number 
121 Advanced Funds to address the recommendation.  Pending approval by the Finance 
Committee and the Full Board the policy will be implemented August 2019 (enclosed/ 
attached).” 

2. “Procurement Policy revised to include Affiliate organization(s) and to reinforce the 
required information needed for purchases (enclosed/attached).” 

3. “All staff involved with the procurement process with ARC or future grants will be 
advised of the procurement policy and will meet with the Director of Property to ensure 
they have the necessary training and that proper procedures are being met.  Director of 
Property will ensure the proper procedures have been met prior to purchase.” 

Auditor’s Comments 
ARC will determine whether the information provided in the grantee’s response is adequate to 
resolve the finding and close the recommendations.        
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B.  Equipment Management 
 
Title for equipment purchased with ARC funds will vest in the grantee at time of purchase.  The 
grantee is responsible for effective recording, use, tracking, maintenance, and disposal in 
accordance with standards in 2 CFR 200.313.  This includes recording the equipment on the 
grantee’s inventory records in an accurate and timely fashion to support effective control and 
monitoring.  The standards also require that the inventory record contain specified fields of 
information that will help ensure effective control.  In reviewing the management of equipment 
purchased under the grant with ARC funds, we identified several problems. 

Two vans, purchased with ARC funds and worth $50,000 each, were not on the FCCAA or 
RFEC inventory records at the time of our audit.  They had been purchased almost two years 
earlier in July 2017.  This is not compliant with the requirements to provide effective tracking of 
these items.  Also, it was noted that one of the vans was modified with separately procured 
equipment and services in order to meet program needs.  FCAA’s current policy for recording 
the cost does not provide for the total value of the improved van to be entered on the inventory 
record.  Rather, the items would be recorded separately and the cost of the van would reflect only 
the base purchase price.  We believe the cost on record for an item like the van should reflect the 
total value, including all upgrades or modifications, so that the accurate value can be established 
at time of disposal and determine if ARC or other funding agency is due any refund of residual 
value.   

In addition, in reviewing the written policy and inventory records being used, we determined that 
two important fields required under the federal standards were not included in FCCAA or RFEC 
records.  A field for % federal participation (of cost) and a field for Condition and Use and are 
required and the records being maintained did not include them.  

Recommendations 

FCCAA, coordinating with RFEC as necessary, should:   

1. Include the vans in the property inventory records and revise the inventory records to 
include all the required fields as described in 2CFR200.313  

2. Revise policies and procedures to ensure the purchase price field on the inventory record 
reflects the total value of the item including all upgrades and modifications. 

 
Grantee’s Response 
 

1. “Property Inventory Policy and records have been revised to include the fields for % 
federal participation (of cost) and a field for Condition and Use and will be implemented 
upon approval of the Full Board - August 2019 (enclosed/attached).  We would like to 
add that the two vans purchased with ARC funds, worth $50,000 each were included on 
the fiscal asset list for the FYE 18 and were also added to the insurance list at the time of 
purchase.  The asset list was reviewed by our auditors during the FYE 18 audit.”   

2. “Policy Number 180 Property Control has been revised to include guidelines for 
recording the full value of an asset when any upgrades and/or modifications are 
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completed (enclosed/attached).  The assets were recorded on the asset list with a placed 
in service date of 07/25/17 and the modification was placed in service on 11/08/17.  Both 
of these assets were contained on the FYE 18 asset list.”   

 
Auditor’s Comments 
 
ARC will determine whether the information provided in the grantee’s response is adequate to 
resolve the finding and close the recommendations.       
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C.  Project Reporting 

ARC provides grantees guidance on the format and contents of required project reports in its 
Grant Administration Handbook.  These reports are required to contain information on recent 
and upcoming activities, actual results and progress toward achieving project performance goals/ 
measures, problems encountered, and the outlook for project continuation and sustainability after 
the grant ends.  The reports reviewed were consistent with the required format and generally 
contained a more than adequate amount of content in the form of details, pictures, and 
attachments.  However, there were two important areas in which FCCAA’s reporting was not 
consistent with ARC guidance. 

First, the reporting of actual results and progress to date on the established performance 
measures was incomplete and inconsistent.  There should be a clear and concise description of 
the planned measures or goals, the actual results, and explanations when the progress is not 
sufficient.  Some of the reports submitted by FCCAA contained numbers that appeared to relate 
to results on the measures, but they were included in the lengthy narrative so that it was difficult 
to readily determine what the established goals were or what the progress was.  One report, for 
the period ended 8/31/2018, contained a good summary table showing individual measures and 
results, but it was not included in any of the other reports and there was no supporting narrative 
on those measures for which progress appeared insufficient.  We also noted that the measures in 
the table did not include a planned output for “businesses served,” which was a performance 
measure cited in the ARC grant documents.     

Second, although reports we reviewed had a narrative section for Outlook for Program 
Continuation and Sustainability as required by ARC guidelines, the information provided was 
not either consistent with ARC guidance, or sufficient to understand what FCCAA’s outlook 
was.  ARC guidance states that this section should discuss the grantee’s current expectation 
about whether and how the program will be continued after the grant ends, what funding will be 
used, what actions or steps are being taken to assist continuation, and other appropriate 
information.  None of the reports included that type of information.  In one report, the section 
had no narrative but simply referenced a series of attachments which were press releases or 
flyers on various events.  Other reports contained some narrative, but it was very general 
information such as describing meetings to confirm producers they would be buying from for the 
upcoming season, or plans to purchase a commercial peeler and other equipment.  None of that 
information met the ARC guidelines, and did not adequately describe the expectations for 
continuation after ARC funding ceases.   

During the 2018 annual audit, FCCAA’s auditors identified a problem with lack of supporting 
information to confirm the validity of data being collected to report results on grant goals.  Steps 
were being taken to improve that area.  However, in requesting updated information to perform 
our evaluation of grant goals, we noted that RFEC staff was encountering difficulty in obtaining 
accurate data on most measures.    
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Recommendations 

FCCAA should: 

1. Establish written procedures and guidance for preparing ARC project reports and ensure 
they are followed so the reports submitted are consistent with ARC guidelines. 

2. Revise the chart showing the actual results to include an output for “businesses served” 
and improve the chart by presenting all “outputs” together in one section, and all 
“outcomes” together in another section, so the reader can clearly distinguish each. 

3. Ensure the project report submitted to ARC for the period ending 8/30/2019 contains (a) 
the revised chart containing all measures required by and tracked by ARC, (b) updated 
and validated information for all measures, (c) narrative describing the  reason(s) for any 
measure(s) where progress is insufficient as well as actions being taken to promote full 
achievement, and (d) narrative on the outlook for project sustainability that describes 
planned activities, expected funding, and other information to clearly describe 
expectations for continuing the project after ARC funding ends. 

 
Grantee’s Response 
 

1. “Fayette County Community Action Agency has developed a new fiscal policy, Number 
225 Project Reporting to address the recommendation (enclosed/attached).” 

2. “Chart will be revised for clarity.” 
3. “The materials requested above will be included in the project report for the period 

ending August 20, 2019.” 
 
Auditor’s Comments 
 
ARC will determine whether the information provided in the grantee’s response is adequate to 
resolve the finding and close the recommendations.       
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