Subrecipient Monitoring Guide

The purpose of this subrecipient monitoring guide is to accomplish the following:

1. Ensure state agencies develop sufficient monitoring plans and methods to have proper oversight of
subrecipient entities receiving pass-through awards.
2. Define typesof subrecipient monitoring.
3. Assiststate agency personnelresponsible for monitoring awards in selecting the proper monitoring for pass-
through awards.
4. Provide tools and suggestions that could be included by the state agency in the monitoring process.
Note: State agencies may add additional processes and references to monitoring forms and tools to
this guide to meet agency and grant specific monitoring needs.

Uniform Guidance Requirements Related to Monitoring (2 CFR Chapter I, Chapterll, Part 200 etal.):
200.332 d.1-3

(d) Monitorthe activities of the subrecipient as necessary to ensure thatthe subaward is used for authorized purposes, in
compliance with Federalstatutes, requlations, and the terms and conditions of the subaward; and that subaward
performance goals are achieved. Pass-through entity monitoring of the subrecipient must include:

(1) Reviewing financial and performance reports required by the pass-through entity.

(2) Following-up and ensuring that the subrecipient takes timely and appropriate action on all deficiencies
pertaining to the Federal award provided to the subrecipient from the pass-through entity detected through
audits, on-site reviews, and other means.

(3) Issuing a management decision for audit findings pertaining to the Federal award provided to the
subrecipient from the pass-through entity as required by § 200.521 Management decision.

200.332 e.1-3

(e) Depending upon the pass-through entity's assessment of risk posed by the subrecipient (as described in paragraph (b)
of this section), the following monitoring tools may be usefulforthe pass-through entity to ensure proper accountability
and compliance with program requirements and achievement of performance goals:

(1) Providing subrecipients with training and technical assistance on program-related matters; and

(2) Performing on-site reviews of the subrecipient's program operations;

(3) Arranging for agreed-upon-procedures engagements as described in § 200.425 Audit services.

1. Each state agency should develop a subrecipient monitoring plan that addresses the following:
a. ldentify state agency staff responsible to carry out the monitoring plan and monitoring tasks.

i. Determine how many resources (staff time) are available to complete monitoring within your
agency.

ii. Determine how much staff time each type of monitoring will take to complete.

iii. Focusresourcesonthe higherareas of risk. For example, if your agency has the resourcesto
complete 5 onsite visits per yearand 10 desk reviews, then the awards the agency seesasthe
highestrisk should be the awards reviewed accordingly.

iv. Developa plan to complete the scheduled reviews.

v. Developa methodtotrack the progresstoensure all scheduled desk and onsite reviews are
completed.
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b. Determine the frequency of monitoring.
c. Considerthresholdsforrisk and dollar amount.

Monitoring types have been identified as Ongoing, Desk Review (Offsite), and Onsite. Descriptions and details about

Risk levelshould be determined by the state agency on a pre-award risk assessmentform.
Dollar amount classifications, such as, high, medium, or low, are encouraged to be established

by each state agency. Methods fordetermininglevels should be described.

The type of monitoring utilized should depend onrisk, but also take into consideration the dollar
amountand past performance orexperience with the entity, if applicable, and agency resources

available to performreviews.

each type can be found on the following pages.

The chart is an illustration to reflect how the monitoring plan should be developed weighing risk and dollar amount::

risk

assessment

results

high

low

ongoing
plus desk

ongoing

ongoing ongoing
plusdesk plusdesk plusdesk

ongoing ongoing ongoing ongoing
only plusdesk plusdesk plus desk

ongoing ongoing ongoing ongoing ongoing

only only plusdesk plusdesk plus desk

ongoing ongoing ongoing ongoing ongoing ongoing
only only only plusdesk plusdesk plus desk

ongoing ongoing ongoing ongoing ongoing ongoing
only only only only plus desk  plus desk

low ®  high
dollar amount of award

**Ongoing monitoring will occur throughout the period of performance for all subrecipient awards,
however, desk reviews and onsite reviews should be added on awards with medium or high levels
of risk or dollar amount, or when the need is identified with ongoing monitoring.
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Ongoing Monitoring

Definition: The continuous process of reviewing invoices and documentation by programmaticand financial staff,
providing training and technical assistance, and reviewing performance and financial reports throughout the period of

performance.

Ongoing monitoring may include the following elements:

1

Invoices and supporting documentation is reviewed by programmaticand financial staff.

Ensure costs claimed are allowable (2 CFR 200.403), reasonable (2 CFR 200.404), and allocable (2 CFR
200.405):
i. Arenecessaryandreasonable forthe performance of both the subrecipientagreementand the
Federalaward.
ii. Areallocated and consistent with the benefitreceived.
iii. Meettherequirementsof the Uniform Guidance and the Federalaward.
iv. Are consistent with policies and procedures of the subrecipient.
v. Areidentified as direct or indirect and applied consistently.
vi. Arein accordance with GAAP.
vii. Are not usedto meet costsharing or matching requirements of any otherfederally financed
program.
viii. Ordinary and necessary foroperation or performance.
ix. Comparable to othersimilar cost rates for the geographical area.
X. Procurement method was followed orsimilar bids or quotes were obtained.
xi. Fall within the established practices and policies of the subrecipient.
xii. Goodsor servicesinvolved can be assigned to a specific project or cost objective.
xiii. Indirect Cost rates are calculated correctly.
xiv. Costsare not chargedto the project due to budgetrestrictions or limitations of other Federal
awards.
xv. Representactual costs and not budgeted or projected amounts.

b. Direct cost allocation principles. Costshould be allocated to projects based onthe proportional benefit,

provided that benefitcan be determined without undue effort or cost.

2. Thesubrecipient has properwritten policies in place and follows themfor:
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Financial Management (2 CFR 200.302)
i. Federalawards are tracked separately and can be identified in the subrecipient’s accounting
records (2 CFR 200.302 b.1).
ii. Cash Management(2CFR200.302 b.6)
Travel policy (2 CFR 200.475 a.)
i. Costsare reasonable and consistent with entity’s established travel policy. If no policy is kept,
they must be consistent with rates under5 USC5701-11 or 48 CFR 31.205-46(a).
Procurement policy (2 CFR 200.318)
i. Ensure proper method of procurement utilized (2 CFR 200.320).
1. Require quotestoensure procurement policies are followed.
ii. Require debarmentsearch resultsforpurchases exceeding $25,000.
ii. Track any equipment that costsover $5,000 (2 CFR 200.313 i).
Compensation (2 CFR 200.430)



i. Require time and effort documentation forthe reimbursement of personnel expenses.
1. Recordsshould supportthe distribution of the employee's salary or wages among
specific activities or cost objectives if the employee works on more than one funding
objective.

3. Provide training and technical assistance throughout the period of performance (2CFR 200.332 e.1).

a.
b.
C.

Educate subrecipients on grant guidelines and Uniform Guidance requirements.
Host workshops priorto or throughout the period of performance to educate subrecipients.
Invite subrecipients to training or webinars pertinent to the subaward.

4. Review performance and financialreports (2 CFR 200.329).

a.

b
C.
d.
e

bl

Ensure performance goals are beingachieved.
Ensure reports are submitted on time.
Ensure reportsare in line with award objectives.
Ensure performance reports are complete and reasonable.
Performance reports should include:
i. Comparison of actual accomplishments to the objectives established by the federalaward;
ii. Calculation of the cost related to units of accomplishment;
iii. Reasonswhy established goals were not met;
iv. Explanations, if applicable, of high unit costs or cost overruns;
v. Significant developments, problems, delays, and adverse conditions;and/or
vi. Favorable developments.
Review Eligibility
i. Were participants eligible underthe applicable eligibility guidelines?
ii. Were participant benefits properly discontinued when the period of eligibility expired?
iii. Were program benefits calculated in accordance with program requirements?

5. Award Closeout (2 CFR 200.344)
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Review final expenses throughout the period of performance including any final required financial
reports.
Review required programmatic/performance/technical reports and ensure required objectives were
achievedto a satisfactory level.
Documentthe review of all required closeout documentation.
Ensure final invoices have beenreceived, processed, and paid.
Ensure any fundsrequiredto be returned for overpayment orimproper payments have beenreceived.
Ensure any issues or discrepancies with financial information are reconciled.
Notify the subrecipient by mail or e-mail the project has been successfully completed.

i. Communicate the award for the performance period is final and closed.

ii. Communicate any best practices for future federalawards.



Desk Review (offsite) Monitoring

Definition: When state agency program and financial staff perform a remote review of financial records and analysis of

financial and programmatic information, eithertogether or separately. Financial and programmatic data is reviewed by
the state agency in their office and may consist of communication by e-mail, mail, teleconference, orvideo conference.

Desk Review monitoring may include the following elements:

1. Pre-Monitoringwork
a. Obtain a copy of the subrecipientagreementonfile.
b. Obtain copies of items collected in ongoing monitoring, such as, vouchers, invoices, monthly reports,
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and otherback-up documentation for payments made to the subrecipient.
c. Reviewfederalgrantaward notice, terms and conditions, programmatic requirements, and compliance

supplement forany additional financial and programmatic requirements.

Review files/notes from prior monitoring.
Determine if program and financial monitoring will be done togetherorseparately.

bl

Program staff and financial staff should share information collected during ongoing monitoring.
Program staff and financial staff should communicate any special conditions or unique situations
associated with the agreement.

Program staff and financial staff should determine which areas of monitoring each office will
review.

Notify the subrecipient of the upcoming desk review.

The state agency should inform the subrecipient they will be monitoring the subrecipient
remotely to satisfy the federal monitoring requirement. Communication can be done by mail or
e-mail.

The state agency should send a form/questionnaire along with the notification for the
subrecipient to complete in order to collect required data.

Data collected could include items such as:

1. Definition from the subrecipient of their structure, identification of governing board and
key personnelhandling management and operational duties.

2. Copies of policies for programmatic and financial managementasrequiredin 2 CFR
200.301 and 2 CFR 200.302 and any additional CFR requirements forthe funds being
passed through.

3. Conflict of Interest policy as requiredin SDCL 1-56-10 and 2 CFR 200.112.

4. Procurement policies as requiredin 2 CFR 200.317-200.330.

5. Ifthe subrecipient passes through any of these dollars to a subrecipient of their entity,
and the policies as requiredin 2 CFR 200.332.

6. Sample generalledgerinformation.

a. List of all transactions forthe currentagreement orinvoicing period.
b. Selectsample transactions and review source documentation.

7. Sample of time keepingrecords and methods of recording time across multiple federal

awards (2 CFR 200.430).



8. Plan, data, or documentation on how the subrecipientis carrying out the program
objectives of the agreement (2 CFR 200.329).

9. Iftheymettherequirementforasingle audit, review single audit information. If they
didn’tmeetthe requirement of a single audit, howeverobtained anindependent audit
or financial review, then review thatinformation.

10. Copies of travelpolicy.

11. Budgetdevelopmentand monitoring process.

12. Copiesof equipmentand inventory as requiredin 2 CFR 200.313.

a. Policy;
b. InventoryandPropertyrecords;and
c. Disposal records.

2. Monitoring Review of information collected
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a.
b.

Collect all pre-visit data, copy of agreement, payments, and other documentation to be reviewed.
Schedule a meeting of state agency staff to review the information submitted by the subrecipientin
response tothe request.
Have an analysis tool or checklist for all staff members to make notes as the information from the
subrecipientis reviewed.
The tool or checklist could contain items such as:
i. Policies/proceduresforthe following areas:
1. Programmatic performance and method by which program objectives are measured as
requiredin 2 CFR 200.329.
a. Performance reportsshouldinclude:
i. Comparison of actual accomplishments to the objectives established by
the award;
ii. Thereasonswhy established goals were not met, if appropriate;
iii. Additional pertinentinformation, such as, analysis and explanation of
cost overruns or high unit costs;
iv. Significant developments, problems, delays, oradverse conditions;
and/or
v. Favorable developments.
b. Review Eligibility
i. Were participants eligible underthe applicable eligibility guidelines?
ii. Were participant benefits properly discontinued when the period of
eligibility expired?
iii. Were program benefits calculated in accordance with program
requirements?
2. Mandatory Written Policies/Procedures
Conflict of Interest (2 CFR 200.112) (2 CFR SDCL 1-56-10)
Accounting Policy / Cash Management (2 CFR 200.302)
Travel policy (2 CFR 200.475 a.)
Procurement (2 CFR 200.317 through 200.327)
i. Methods of Procurement (2 CFR 200.320)
ii. Equipmentdefinition, inventory, and disposition (2 CFR 200.313)
e. Time distribution records (2 CFR 200.430)
f. Internalcontrols (2 CFR 200.303)
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3.
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ii. Governingboard membersand meeting minutes.
iii. Keypersonnelperformingduties and segregation of duties.
iv. Audit information supplied.
v. Generalledgerlisting.
vi. Sample of payable and receivable source documentation.
vii. Time keepingrecords.
viii. Subrecipient policies if the subrecipient of the state passes the federaldollars to another
subrecipient.
ix. Determineifthe conditions of the award are being met.
State agency will follow up with the subrecipient following the meetingfor:
i. Missing information originally requested;
ii. Explanationsfor areas where the state agencyis unclearabout what the subrecipient provided;
and
iii. Additional itemsneededasa resultof the review.
Collect second requested items.
Schedule a meeting of state agency staff to have a second review following the collection of additional
information.
Steps 2.e through 2.g should be repeated untilthe state agency feels all information has been collected
and thoroughly reviewed.

Final Analysis
a. Uponcompletion of the desk review, state agency staff involved in the monitoring should:

i. Decide course of action to address any issues of non-compliance.

ii. Decide on additional monitoring, if needed.
iii. Develop a plan of action if additional monitoring is needed.
iv. Considertaking enforcementaction describedin 2 CFR 200.339.

v. Managementdecisions may be issued foraudit findings as described in 2 CFR 200.521.
vi. Considerwhetherthe state agencies records orfinancial reports need to be adjusted.

b. Sendthe subrecipient notice the monitoring has been completed.

i. Include corrective action plan forareas of noncompliance;
ii. Include recommendationsforareaswhere performance can be improved;and/or
iii. Communicate additional monitoring planned, if applicable.

Assemble amonitoring file and compile all documentation for the monitoring visit and retainin accordance
with the state/federal guidance on records retention.



Onsite Monitoring

Definition: When state agency program and financial staff perform an onsite review including review of financial records
and analysis of financial and programmaticinformation, eithertogetheror separately, with key personnel of the
subrecipient, in person, atthe location of the subrecipient.

Onsite monitoring may include the following elements:

1. Pre-Visitwork
a. Obtain a copy of the subrecipient agreementonfile.
b. Obtain copies of items collected in ongoing monitoring, such as, vouchers, invoices, monthly reports,
and otherback-up documentation for payments made to the subrecipient.
c. Review federalgrantaward notice, terms and conditions, programmatic requirements and compliance
supplement forany additional financial and programmatic requirements.
d. Review files/notesfrom prior monitoring.
Review the Risk Assessment completed priortothe agreement.
Determine if program and financial monitoring will be done together orseparately.
i. Program staff and financial staff should share information collected in ongoing monitoring.
ii. Program staff and financial staff should communicate any special conditions or unique situations
associated with the agreement.
iii. Program staff and financial staff should determine which areas of the monitoring each office will
review.
g. Notifythe subrecipient of the upcoming monitoring visit.
i. The state agencyshouldinform the subrecipient they will be onsite for the visit at the
subrecipient’s location. Communication can be done by mail or e-mail.
ii. The state agency should provide some datesforthe subrecipientto select which one best fits
their schedule.
iii. The state agency should send a form/questionnaire along with the notification for the
subrecipient to complete in order to collect some data before the visit.
iv. Data collected pre-visit could include items such as:
1. Definition from the subrecipient of their structure, identification of governing board and
key personnelhandling management and operational duties.
2. Copies of policies for programmatic and financial managementasrequiredin 2 CFR
200.301 and 2 CFR 200.302 and any additional CFR requirements forthe funds being
passed through.
3. Conflict of Interest policy as requiredin SDCL 1-56-1 and 2 CFR 200.112.
4. Procurement policies as requiredin 2 CFR 200.317-200.330.
5. Whetherthe subrecipient passes through any of these dollars to a subrecipient of their
entity and the policies as requiredin 2 CFR 200.332.
6. Sample generalledgerinformation.
a. Detail list of all transactionsfor the currentagreementorinvoicing period.
b. Selectsample transactions and review source documentation.
7. Sample of time keepingrecords and methods of recording time across multiple federal
awards as requiredin 2 CFR 200.430.
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2.
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8. Plan, data, or documentation on how the subrecipientis carrying out the program
objectives of the agreement as required in 2 CFR 200.329.
a. Review Eligibility records
i. Were participants eligible underthe applicable eligibility guidelines?
ii. Were participant benefits properly discontinued when the period of
eligibility expired?
iii. Were program benefits calculated in accordance with program
requirements?

9. Iftheymettherequirementforasingle audit and provide single audit information. If
they didn’t meet the requirementand had a financial review done, provide copies of
that review.

10. Obtain copy of travel policy as requiredin 2 CFR 200.475 a.

11. Internalcontrols for the award as required in 2 CFR 200.303.

12. Budgetdevelopmentand monitoring process.

13. Equipmentand Inventory as requiredin 2 CFR 200.313.

a. Policy;
b. InventoryandPropertyrecords;and
c. Disposal records.

h. Have an internal meeting of all state agency staff who will be at the visit to review data collected pre -
visit and plan the visit.

i. Requestanyinformation neededfromthe subrecipientthat was missing from their original submission,
or any new information as a result of the review meeting.

j.  Prepareasetof interview questions to ask about program and financial management of federal grants,
as well as, touch on the areas in the pre-visit data collected requiring additional explanation.

Monitoring Visit

a. Attendthe meeting with the subrecipient.

b. Bring along all pre-visit data, copies of contracts, payments, and other documentation needed.

c. Havethe setofinterview questions prepared to cover financial and programmatic areas of the

agreement that could include:

Vi.

Vii.

viii.

Discuss the uniform guidance requirements of programmaticand financial performance.
Discuss budget development and oversight.

Interview key personnelabout the segregation of duties, internal control procedures, and
conflict of interest.

Discuss answers provided by the subrecipientin the pre-visit data collection and clarification or
additional explanation of areas that were unclear.

Discuss travel policy, reimbursement process, and limits on per diem and lodging.

Discuss procurement policies, inventory procedures, equipment leases, and handling of capital
assets.

Discuss programmatic performance and how objectives are developed and monitored to ensure
they are being met.

Discuss areas with the subrecipient that could be deemed as high risk and ask them their plan to
mitigate risk.

Discuss special conditions of the award and any situations unique to the federalfunding.
Offerbest practices to improve the subrecipient’s performance or financial management.



xi. Offerguidance and solutions to issues of non-compliance with federalrequirements or the
terms and conditions of the subrecipient agreement.
xii. Requestadditionaldocumentation orfollow-up, if needed, to complete the review.
3. Postmonitoring work
a. Collect any documentation orfollow-up information that was requested at the onsite visit.
b. State agency staffinvolvedin the visit should have a post monitoring meetingto review all
documentation and ensure all areas of the review were covered. They should also:
i. Decide course of action to address anyissues of non-compliance;
ii. Decide on additional monitoring, if needed;
iii. Developa plan of action if additional monitoring is needed;
iv. Considertaking enforcementaction describedin 2 CFR 200.339;
v. Managementdecisions may be issued foraudit findings as described in 2 CFR 200.521; and
vi. Considerwhetherthe state agencies records orfinancial reports need to be adjusted.
c. Sendthe subrecipient notice the monitoring has been completed.
i. Include corrective action plan forareas of noncompliance;
ii. Include recommendationsforareaswhere performance can be improved;and
iii. Communicate additional monitoring planned, if applicable.
d. Assemble amonitoring file and compile all documentation for the monitoring visit and retainin
accordance with the state/federal guidance on records retention.
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