Financial Monitoring of Subgrantees
Activity 2

Site Visit Monitoring Activity
Instructions

1. Separate into small groups of 3 to 5 people (depends on the number of participants).

2. Each group will be assigned a scenario of some things that might be seen during an on-site
visit.

3. After reading the scenario, each group should take about 10 minutesg discuss and make
notes on the answers to these questions:

A. Does the initial risk-level assessment appear appropriate?i or not?
B. What issues, if any, do you see?

C. What actions, if any, should be taken? By w

4. Each group should select a spokesperson to
participants how the group answered the q

y desc nar d explain to all
tions (3-5 tes oup).

eral disc’h.
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Then others may raise questions or co ntsina
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Financial Monitoring of Subgrantees
Activity 2

Scenario 1 - Financial System and Policies

Helping You Help Yourself (HYHY) is a new non-profit organization, established in May 2011, and formed
to help children and young adults become more self-sufficient and self-reliant. It has never received
Federal funds. During a recent pre-award site visit, and prior to the issuance of a subaward in the
amount of $600,000, you reviewed the organization’s written financial policies and procedures.

Prior to the site visit HYHY was considered a low-risk organization since the Program Director had an
outstanding record of managing many CNCS grant awards at a state commission before establishing and
becoming President and CFO of this new non-profit.

Here is what you found while reviewing the policies and procedures. .\

e A purchasing and procurement manual exists and requires that competitive propesals or bids be
obtained for purchases of more than $20,000.

e “Operating Costs” is the only category of expenses of Accounts.
eshe that

e All 3 employees sign standard computer generate 8 hours a day for each
day and the amount of sick and vacation leav,

e The record retention policy states that its p

e The accounting system does not identify ex
by year.

Il records w ined for 2 years.
ditures by various Ilne items or segregate costs

Possible Issues Identified yF
Risk: No, it is not low-risk. As a nevson profit, that has never had Federal grants funds, and these

types of issues it should be medium'to high risk.
e Organization’s risk level should divi
e Competitive procur id threshol smaII, new non-profit, should be about $2,500

or less
e Chart of accounts sh have numerous in
purposes that:im proved budget
e Automate issue if it is “pre-filled” and no way for employee to adjust or
allocate ti ual‘after-the-fact activities, especially if the employee works on more than
ederallyfunded gra
e CNCSrequiresthat recordsbe maintained at least 3 years after the grant has been closed, or if there
s an audit then after the final audit resolution is completed
e Recording pendithget line item and by program year is required
Actions to take:“Cansider taking training classes on managing Federal grants; staff should familiarize
themselves with F al grant circulars; accounting staff could meet with other non-profits that manage
Federal grants to gleam ideas of compliance

nd expense categories for detailed identification
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Financial Monitoring of Subgrantees
Activity 2

Scenario 2 — Member Records

The local chapter of the national Getting Things Done organization is a non-profit subgrantee located in
the rural outreaches of Mayberry. It is starting its first program year and has placed 6 members serving
at 6 sites, including the local school and a boys and girls home. During the initial site visit you asked to
review 4 of the 6 member files.

Since this is a small grant to a local chapter of a large national non-profit that has had many CNCS grant
awards over the last 10 years with few issues or problems, this organization is con\sidered low-risk.

Here is what you found:
e (Citizenship eligibility was typically determined by matching driver’s'licens
with social security cards.

that have photos

e Because there is little or no crime in Mayberry, the Sheriff ison the Board, an ryone knows
everyone, no criminal background checks were considered nec

e One file contained a member agreement which ha th i ut the application had
been signed. Both the member agreement and po n des ence to

prohibited activities by members.
e Two member files contained timesheets tha
instances there were erasures and/or chang
e One file contained the member’s ti ets
the subgrantee. ’
e Mayberry showed you its neat.syste traeking a aying member allowances by dividing the
weekly allowance by the nu‘ber of hours'served.
4

er. In two other
in handwriting.
wing the member’s full-time employment with

Possible Issues Identified
Risk: No, itis not Iow-riWew non-profit, t as never had Federal grants funds, and these
types of issues it should‘be medium to high risk.

e Local organization’s risk level is not determi the national organization’s risk level
e C(Citizenship eligibility needs to/meet CNCS requirements
e Criminal History C C required for all members and staff funded/paid by grant (match or

Federal funds)
e Agreement must also be ed b*re serve starts, prohibited activities must be listed
e Timesheets should be sign y member AND site supervisor; erasures/changes are not desirable

md should be initialed, dated, and verified

e Membersicannot be ees
Stipends/livi llowances must not be paid based on hours worked
Actions to take: St hould familiarize themselves with AmeriCorps regulations and grant provisions;
program staff could meet with other programs that manage AmeriCorps grants to gleam ideas of
compliance, maybe even do a “peer review”
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Financial Monitoring of Subgrantees
Activity 2

Scenario 3 — Financial Reports and Payments

Mary Jefferson is a small women’s college and state institution of higher-education operating under the
state-wide college system.

In October 2010 it received its initial subgrant under a CNCS program grant. It has previously received
Federal grants and contracts. As an established state educational institution it is considered a low-risk
organization. In early 2012 you conduct the first site visit to Mary Jefferson.

During the course of the review you learn: >

e Mary Jefferson does not prepare and submit financial reports. .\

e Financial reports are prepared and submitted by the central'system’s office.

e The Program Director proudly showed you that she prep

ares mo financial statements for
the system office that show expenditures of exactly 1/12" of the an budget.and thus the
program is right on target.
u
y

e No requests for payment or reimbursement ests have been made‘under the subgrant since

December 2010. ‘
Possible Issues Identified ( '

Risk: No, it is not low-risk. Based o‘iese issues)it appears they'have poor internal controls. With

these types of issues it should be medium to high

e An organization’s risk level is not Nﬁlia n with a larger system/organization

e The location of who p es or submits reportsiis notin itself an issue, as long as the reports are
based on supportin&nts of actual expenses and income

e Records, reports andrequests for payment
on budgets, soxdy/ rect

o Jtisaredf ent requests have been made for over a year; there is no way to
know actual expendit tus of grant or grant funds, or incorrect method of reporting
expjlditur

Actions to take: Consider taking training classes on managing Federal grants; staff should familiarize

themselvesiwith Federal grant circulars; accounting staff could meet with other non-profits that manage

Federal grants gleam‘ompliance

e based on actual after-the-fact expenditures, not
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Financial Monitoring of Subgrantees
Activity 2

Scenario 4 — Documentation and Records

The Peoples Club of America (PCA) is a national non-profit with separate, independent chapters in every
state. PCA receives millions of Federal dollars a year from various Federal departments and agencies
and has exemplary financial, accounting, and administrative systems and policies. It receives an annual
A-133 audit and no questionable issues or findings have been raised since 1976. Itisin its 10" year of
receiving funds from the CNCS under various programs. It is considered a low-risk organization.

During a recent site visit to the state chapter that is your state commission’s subgrantee and that places
members at various sites, you reviewed various records and documentation and noticed the following:

e You did not find any documentation to support the expenses th
told that this was not necessary since a local chapter was keepin

e No records or documentation of match were found, but you w
organization said it was matching on all CNCS grant

e Timesheets for site supervisors were not avail ecause super ere too busy with
their responsibilities and either didn’t know ave timeto em

e Two training consultants had been r edt ining and were paid $1,200
each for the training but the cont al arrang ntand b payment could not be found.

e The state chapter said it di?,‘m need or-have to have an‘annual A-133 audit since the national

organization had one, and ides, last ye ey expended only $600,000 in Federal direct and
indirect funding. ,

Possible Issues Identlfl

Risk: No, it is not low-risk:Based'on these issuesyit appears they have poor internal controls. With

these types of issues.it sho e medium to high risk.

e Risk level ‘atlo fon does not determine risk level of local grantee organization

e Documentation to su i |ces or requests for payment is required, without support match
would be disallowed

e Documentationito support match is required, without them match would be disallowed

“Timesheets by sitelsupervisors are needed to support local match, or would be disallowed
Consultantdaily rate’exceeded; written agreement required; basis for payment required,
e.g., bill, in , describing services, deliverables, results

e A-133 auditis ired if $500,000 or more of Federal funds were expended in fiscal year

Actions to take: Consider taking training classes on managing Federal grants; staff should familiarize

themselves with Federal grant circulars; accounting staff could meet with other non-profits that manage

Federal grants to gleam ideas of compliance
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