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I.  PURPOSE of MONITORING
The Nevada Division of Emergency Management (NDEM), as a federal grantee, is responsible for managing the day-to-day operations of grant and sub-recipient activities and ascertaining that all fiscal, compliance and programmatic responsibilities are fulfilled.  This responsibility includes monitoring sub-recipient reporting, record-keeping and internal operation and accounting control systems. Grant management and compliance ensures that the grant program is operating efficiently, its internal control program is operating successfully and any deficiencies detected are corrected in a timely manner
State, Local, Tribal and Non-Government Organization sub-recipients are monitored in order to protect the integrity of Federal dollars that NDEM passes thru to agencies for the implementation of Department of Homeland strategies, and to determine whether planning, equipment, exercise and training grant funds are being obligated and expended in accordance with NDEM and Federal guidelines.  Monitoring provides a comprehensive picture of how preparedness, prevention, response, mitigation and recovery capabilities are increasing statewide.  It allows NDEM to ensure it is providing available resources and support to our community partners in an efficient and effective manner.  
II.  A-133 SINGLE AUDIT ANNUAL REVIEW
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. This Circular provides requirements regarding audits of State, local and tribal governments and non-profit organizations (the Single Audit Act), in addition to the circulars for cost principles. This Circular requires that non-Federal entities that expend $500,000 (effective January 1, 2004) or more of total Federal funds in their fiscal year shall have a single or program-specific audit conducted for that year. Guidance on determining Federal awards expended is provided in Section 205 of OMB Circular A-133. 

For those organizations not subject to the A-133 requirements, records must still be available and complete for review or audit by appropriate officials or representatives of the Federal agency, pass-through entity, and Government Accountability Office (GAO). These organizations shall have financial and compliance audits conducted by qualified individuals who are organizationally, personally, and externally independent from those who authorize the expenditure of Federal funds, to ensure that there is no conflict of interest or appearance of conflict of interest. 

The review of the A-133 single audits performed by independent companies is a critical first step in identifying potential programmatic or fiscal weaknesses.  A-133 single audits are an objective review of an agencies administrative and financial performance on Federally funded programs. Reviewing the A-133 single audit findings will assist with the development of an annual monitoring schedule.  

Each agency will forward the result of their Annual Single Audit to the NDEM’s compliance officer.  Upon receipt an A-133 Review (see Appendix A.1) will be completed, and maintained within the OMB A-133 Tracking Document (see Appendix A.2).  Each Annual Audit will report either High risk or Low risk and will be recorded in the Tracking document for the year reviewed.  
A management decision on audit findings will be issued within 6 months of the receipt of a sub-recipients single audit report.  Additional information or documentation may be requested from the auditee, including a request for auditor assurance related to the documentation, as a way of mitigating disallowed costs.   
The management decision will clearly state whether or not the audit finding is sustained, the reasons for the decision, and the expected auditee action to repay disallowed costs, make financial adjustments, or take other action.  The decision will include corrective actions as appropriate, and will be closed upon satisfactory completion of the sub-recipient’s corrective action.  In addition to our requests, the decision will include the appeal process should the auditee decide to appeal the decision. 

The auditee may appeal the management decision.  A written appeal must be made to the Chief of the State of Nevada Division of Emergency Management and Homeland Security within 15 days of receipt of the decision.  The appeal must include the single audit finding, the requested corrective action, the reason for the appeal, and the proposed alternate solution to mitigating the findings.  

III.  OVERVIEW & SELECTION
The Monitoring of Federal Funds encompasses three main areas 1) Programmatic 2) Administrative and 3) Financial. The monitoring of sub-recipients will track, document and measure the use of funds for:

A. Compliance with Federal and State rules, laws & requirements
B. Quantitative and qualitative data collection

C. Evaluation of outcome measures and project effectiveness

D. Strategic planning and collaborative activities at State and local level.

E. Reporting purposes to State and Federal funding sources, the Governor, State legislature, stakeholders, and customers.

Sub-recipient monitoring is conducted by daily office-based monitoring as well as scheduled on-site visits, of which are determined by a risk based formula.  Monitoring assists the NDEM in identifying areas of need for sub-recipient support and provides feedback to improve services and activities.  Each form of monitoring requires written documentation. 

For reference, DEM conducts sub-recipient monitoring based upon the following:

· OMB Circular A-87 (Cost Principles) 2 CFR 225, 220 and 215
· OMB Circular A-102 (Administrative Requirements) 44 CFR
· OMB Circular A-133 (Audit Requirements)

· Common Rule for Uniform Administrative Requirements for Grants and Cooperative Agreements to State and Local Governments

· Certifications and Assurances

· Grant Program Guidance

· Applicable Code of Federal Regulations

· Sub grantee Grant Award Agreement

· Information Bulletins, Public Laws, and Executive Orders

A.
TYPE OF MONITORING

Office-Based Monitoring

For each active grant program the NDEM conducts office-based monitoring which review 100% of all sub-recipients.  Office-based monitoring occurs continually throughout the year by the program manager and their assigned staff.  By combining efforts the grant program manager and staff review proposals, budget submissions, invoices, expenditure requests and fiscal and programmatic quarterly/monthly reporting.  
Each report reviewed contains a Report Checklist (Appendix A.3) that is completed, initialed and maintained with the particular report reviewed.  Internal monitoring and grant chief oversight are in place to enforce the completion of all projects for every grant that remains open. 
Site Visit Monitoring

NDEM conducts on-site monitoring for a minimum of 12 sub-recipients each fiscal year.  The number of site visits may vary from funding program and is sensitive to the amount of resources available to conduct on-site monitoring as well as other duties as assigned.  Site visit monitoring will be conducted for a variety of reasons, including:

· Periodic routine review of sub-recipient projects

· Review of specific items of interest

· Response to perceived problems or issues

· Response to financial audit or programmatic monitoring exceptions

· Response to requests for assistance

Pre-visit contact will be made, at minimum, 30 days prior to the site visit monitoring to schedule the visit.  This contact will outline the basic items needed for preparation as well as the monitoring protocol (Appendix A.4) that will be used during the visit.  
The site visit will involve question and answer, and discussions about the project, its milestones, timeline, fund expenditure, project operations, as well as performance measures and evaluation.  The visit includes interviews with key agency members, review of documentation, testing transactions and the review of inventory and equipment.  Dependent upon the availability of some information, the review may continue past the on-site visit dates and will be recorded by the NDEM compliance officer, and kept in the site visit work papers. 
Highlights of the visit will be included in a site visit summary report to the sub-recipient.  When NDEM assigns timeframes to recommendations the issue will be documented through a Corrective Action Plan (CAP) (Appendix A.5).  At the completion of the CAP, the report will be finalized and the file closed. Additional information regarding CAP’s can be found in Section 6 of this guide.  

B.
CRITERIA for SELECTION

The term monitoring is used to describe both the broad overall system of reviewing and tracking the use of Federal and State funds, and the more specific day-to-day processes to assure that a particular sub-grantee is in compliance with Federal, State, and local regulations, as well as meeting the goals and objectives of the grant or contract. 

On an annual basis, NDEM will review all sub-recipients for risk evaluation and selection using considerations such as:  

1) Size of sub-grantee award.  Large awards (e.g., awards with annual budgets in excess of $500,000) would receive substantial and more frequent review and monitoring; mid-size awards (e.g., awards with annual budgets between $100,000 to $500,000) would receive proportionately less substantial and less frequent monitoring; and smaller awards (e.g., awards with annual budgets less than $100,000) would receive general review with the least frequent oversight. 

2) Award Complexity.  The more complex the award, the more sensitive the work and/or the more extensive the governing regulations, the greater the need for sub-recipient monitoring.  If a sub-recipient sub-grants their dollars, this increases the complexity of the award.
3) Location.  Sub-grantees who are geographically remote may require more monitoring and oversight.  Agencies in a more rural setting will be risked at a higher level.
4) Prior Experience.  New sub-grantees, inexperienced sub-grantees and/or sub-grantees with a history of non-compliance, new personnel and/or new or substantially changed systems will require increased monitoring.

5) Last NDEM Review.  Agencies that have more frequent NDEM visits will be risked into at a lower level.  

6) Single Audit Findings.  Single audit findings will be used to evaluate the risk of an agency.  Those with less (or zero) findings will be risked at a lower level.   

7) Last Single Audit Risk Level.  The High or Low risk assigned during the Single Audit process will be used in the risk evaluation. 

8) Prior NDEM Findings.  Prior NDEM findings will increase the risk evaluation for agencies.  In some instances program manager requests and agency requests for technical assistance may be included in this risk evaluation. 

Typing and Risk Evaluation

· Every calendar year, The total of all open years for each grant program (all HSGP or all EMPG etc.) are evaluated to determine which sub-grant awards are Type A and which are considered Type B.  This is completed by reviewing each grant program and includes ALL open years for the specific grant.  The Type is based solely on the amount of each sub-grant award in the Type Determination Spreadsheet (Appendix A.6):

· The average of the sub-grant awards is determined and referred to as the Threshold Amount, those sub-grants above the Threshold are considered Type A; those below are Type B. 

· Once each award is ‘Typed’, an evaluation of risk will be conducted on the sub-recipients to determine High and Low risk sub-recipients using the Risk Evaluation form (Appendix A7_).   

Selection of Sub-recipients

The Division of Emergency Management compliance officer position was in a period of transition in the SFY 2010-2011 years.  Beginning in July 2011, monitoring of our grantees resumed.  In the years following audits were conducted by typing the specific grant year and grant award into A or B categories.  Risk for SFY 2014 and forward will be completed by using the Risk Evaluation form.  

1. All Type A, high risk sub-recipients will be selected for an on-site review.  

2. For every two (2) Type A, high risk sub-recipient selected, NDEM will select one (1) Type B, high risk sub-recipient.  

Coverage of Award

NDEM will conduct on-site visits for 25% of the overall grant award.  In the event coverage cannot be met by the risk selection, additional sub-recipients will be selected in the following order until the 25% coverage has been met:

1. Additional Type B, high risk sub-recipient
2. Type A, low risk sub-recipient

3. Type B, low risk sub-recipient

Schedule Approval and Changes

The Compliance Officer will discuss the completed risk evaluation results with NDEM’s Grant Chief (or designee) and will provide an official email of selected sub-recipients to the Program Manager and Grant Chief.  As the year progresses, each selection will be scheduled and recorded in the Quarterly Schedule for the year.  Upon agency needs, the monitoring schedule is subject to change, any alterations to the selected sub-recipients or scheduled visits will be completed in coordination with the Grant Chief (or designee) and confirmed via email.         
       Program Review Request
At times, a program manager may find it necessary to request the Compliance Officer to review a particular sub-recipient and sub-grant award that may not be included in the annual on-site visit schedule or risk evaluation.  The Program Manager will coordinate with the Grant Chief for approval.  A Program Review Request (Appendix A.8) will be completed by the Program Manager and authorized by the Grant Chief.  When this occurs, this request must be included in the year’s review and may affect the overall schedule for the year.  Copy of this request will be kept with the official scheduling records for the state fiscal year. 

C.  PROPER CONDUCT for DEM AUTHORIZED PERSONNEL

NDEM authorized personnel will be professional at all times.  NDEM personnel will not enter into a monitoring protocol with pre-conceived ideas or outcomes and will maintain an objective point of view.  If improper conduct by a sub-recipient is noted by a NDEM authorized personnel it shall be documented and addressed at a later time with the NDEM personnel.  Interviews can be conducted in an informal manner.  NDEM authorized personnel should be courteous, flexible, reasonable, and knowledgeable.
D.  Evaluation of Compliance Officer??    Complaints???  
IV.  MONITORING TOOLS & PROTOCOLS
NDEM monitoring is completed in compliance with all Federal and State Assurances and Certifications.  In determining the relevant standards for the conduct of grant operations, monitoring and auditing purposes, NDEM personnel will consider the following in precedential order: 

· Public Laws 
· Appropriation Language

· Federal Regulations

· Executive Orders 

· OMB Circulars

· Award Guidance
· Award Terms and Conditions

· State and Local Law, Policies and Procedures

Nationally, the top ten audit findings are: 
1) Untimely Submission of Reports

2) Lack of Documentation

3) Inadequate Monitoring of Sub-recipients or Contractors

4) Inadequate Time and Effort Records

5) Inaccurate Reports

6) Comingling of Funds

7) Excess Cash on Hand

8) Unallowable Costs

9) Inappropriate Changes

10) Conflicts of Interest

NDEM is committed to reducing the findings and recommendations associated with our agency and our sub-recipients.  We will accomplish this by consistently refining our tools and protocols used for monitoring and auditing the fiscal and programmatic activities associated with our Federal Grant Awards. 

A.
Office-Based Monitoring

Report Checklist  (see Appendix A.3)

This document is used by grant staff to report and confirm review of each expenditure within the report.
CAN ADDITIONAL INFORMATION BE ADDED??? PROGRAM MANAGER INPUT NEEDED.
B. 
Site Visit  (on-site)
The tools to conduct a site visit consist of: 
· Checklist for Preparation (reference only)

· Monitor Protocol
· Question and Answer
· Document Log

· Summary Report
· Transaction Testing
· Equipment/Inventory Review

· Part 6 

Checklist for Preparation (see Appendix A.9)

This document is used for reference only, and provides a brief summary for each of the steps involved in a site visit monitoring.

Monitor Protocol (see Appendix A.4)

The monitoring protocol is made available to the sub-grantee prior to the on-site visit.  The protocol is the tool used to determine compliance or non-compliance with the A-133 Compliance Supplement’s 14 types of Compliance Requirements and broken into the 5 areas of a financial management system. 

This protocol is kept with the site visits work papers.

Question & Answer  (confidential)
The question and answer portion of the site visit is used to meet the requirements of OMB A-133 Compliance Supplement.  This document will assist the compliance officer to assess the Control Environment, Risk and Internal Controls of the organization through the exchange of information in an interview setting with the organizations key personnel.

Document Log (see Appendix A.10)
This log is used to record the types of documents that were reviewed by the compliance officer during the site visit.  Many organizations are moving towards a paperless office; as a result many policy and procedures often reside on their intranet.  The compliance officer will not take copy of all paperwork, but instead will copy those that are pertinent to a finding or recommendation or needed for additional research.   

Summary Report (see Appendix A.11)
This document is completed by the compliance officer prior to the on-site visit.  Each quarterly report, for the period being audited, is recorded on the page.  This listing of reports is used to determine that all appropriate documentation is being maintained at the sub-grantee site. 

Equipment Inventory Review (see Appendix A.12)  

This form is used to document the items used to test an agencies controls, policies, and procedures.  Regardless of grant being reviewed, a sub-grantee will be requested to provide proof of latest fixed asset inventory.   
Testing Transactions (see Appendix A.13)  

This form is used to document the items used to test an agencies controls, policies, and procedures
Part 6 (see Appendix A.14)

This tool was developed as a reference for the compliance officer.  This provides a summary of each compliance requirements, and the internal controls that required to be reviewed.  The left side of the document breaks down the requirement and what types of questions to answer or items to test in order to be compliant.  The right side of the document can be used as a quick reference tool to check off the requirements as you satisfy each one during the site visit.

V.  SUMMARY REPORT
Highlights of the visit are included the site visit summary report.  This summary provides: 

· Description of sub-grant reviewed, dates, and personnel
· Discussion of the visit and performance progress

· Summary of findings and recommendations

The draft summary report and all site visit work papers will be forwarded to compliance officer’s supervisor (or designee) for review and signature of approval for distribution. 

This report is sent to the sub-recipient, a copy is maintained within the work papers for the site visit and electronic copies are sent to the Chief, the Grants Chief and the Program Manager.  The site visit is not considered closed until all recommendations that have been time framed are completed. 
VI.  CORRECTIVE ACTION PLAN (CAP)
CORRECTIVE ACTION PLAN (CAP) 

Upon the completion of a summary report, some recommendations may have a completion time frame associated.  In this instance, the Compliance Officer will: 

a. work with and provide technical assistance (if requested) to the sub-recipients,
b. follow up with the sub-grantee during the completion of the recommendation
c. monitor and document the actions being taken by the sub-recipient

d. close the site visit upon the successful completion of the recommendations.

The Corrective Action (Appendix A.5) will be completed by the Compliance Officer and maintained within the site visit work papers.  

VII.  RECORD RETENTION
Upon closure of the Corrective Action and the Site Visit the work papers will be filed and retained by the NDEM Compliance Officer for a period of three (3) years from the end of the grant award to which the review pertains in accordance to RDA Number: 2005095 of the Nevada State Library and Archives Records Management Program. 
After the period of three (3) years, the Site Visit work papers will be transferred to the NDEM Records Retention warehouse.  
The Site Visit work papers will include the following documentation:

1. Summary Report 
2. Corrective Action (if applicable)

3. Completed protocol

4. Completed transaction testing

5. Completed part 6

6. Completed document logs (if applicable)

7. Equipment & Inventory spreadsheet and work papers

8. Miscellaneous work papers

9. Miscellaneous document copies

VIII. TRANSPARENCY REPORTING

Transparency reporting, as required by the Federal Funding Accountability and Transparency Act, is the responsibility of the compliance officer.  The instructions for this reporting are maintained in the ‘desk manual’ for FFATA reporting.  
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