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Sub-Recipient Monitoring Policy

Executive Summary
A large percentage of the federal funds received by the Commonwealth are expended by sub-recipients rather than by Commonwealth departments themselves. Department management must continue to monitor the entities to which they grant their federal funds. Departments are reminded that, at all times, department heads and their staff must be responsible stewards of the funds entrusted to us as public servants.
Considerations

As part of the federal government’s expanded monitoring of expenditures, federal agencies have begun to increase their audit presence at state and local government agencies.  A primary focus of these audits is reviewing grantees’ monitoring of sub-recipients.

Each year the Office of Management and Budget (OMB) publishes a Compliance Supplement (found at the OMB Circulars Page) to its OMB Circular A-133 Audits of States, Local Governments and Non-Profit Organizations to identify the compliance requirements that the federal government expects auditors to review as part of a single audit.  This includes guidance on what the federal government considers adequate sub-recipient monitoring.  Agencies should pay particular attention to Part 3 of the supplement, which outlines compliance requirements and the relevant sections of Part 4, which outlines the details of each federal grantor’s program requirements.
The U.S. Office of Management and Budget (OMB) released new uniform administrative requirements, cost principles, and audit requirements for federal awards (also referred to as the “super circular”).  Effective December 26, 2014, agencies must comply with these new rules.  The new uniform guidance supersedes and streamlines requirements from OMB Circular A-133 Audits of States, Local Governments and Non-Profit Organizations and other Circulars.  The new guidance can be found at Title 2 CFR Subtitle A, Chapter II, Part 200.  Refer to Subpart D §200.330 for sub-recipient monitoring and management.


Given the increased focus on sub-recipient monitoring by the federal government, continued access to federal funds will be at risk unless agencies maintain careful management and monitoring of sub-recipients.
Policy
State departments that accept federal funds are responsible for monitoring the use of those funds, even when the grants are sub-awarded to one or more non-profit providers or other government entities (sub-recipients).  Even though a department does not directly expend the funds for program/grant use, the department is responsible for sufficient oversight of the award to ensure funds are spent in accordance with the federal grant requirements.  A transfer of federal funds within state government does not trigger sub-recipient designation; each department is considered a prime recipient.
Sub-recipients are distinct from contractors/vendors.  Departments are responsible for making the proper determination between contractor/vendor and sub-recipients and should use Appendix A (Determining a Sub-recipient vs.  Contractor/Vendor relationship) for guidance.  Sub-recipient spending must be coded correctly as it is reported annually to the federal government in the Commonwealth’s Schedule of Expenditures of Federal Awards (SEFA).  Certain MMARS object codes must be used when making sub-recipient payments Appendix B (Recording and Reporting Sub-recipient and Contractor/Vendor Relationships) and are identified accordingly in the Expenditure Classification Handbook.
Grants generally allow, or even provide for, a portion of the funding to be used for management/administrative activities.  When programs are being cut, the impulse to retain fewer dollars for management/administration in order to provide more funds to the program can be great.  Departments must, however, responsibly monitor the use of these funds.  Carefully monitored funds have a much higher probability of being continued, benefiting the citizens of the Commonwealth. 
Internal Controls
Sub-recipient monitoring is a crucial internal control function, required by federal granting agencies. Reporting requirements for sub-grantees become part of the grant agreement and are monitored on a regular basis.
Information Sources

· Related Procedure – None

· Legal Authority – 
· M.G.L. c. 7A (Office of the Comptroller)
· M.G.L. c. 29, § 6B (Federal grant funds)
· Attachments -–815 CMR 2.00 (Grants and Subsidies) 
· OMB Circulars Page; Title 2 CFR Subtitle A, Chapter II, Part 200 (Uniform Guidance)

· Legal Authority – 

· Links

· Appendix A:  Determining a Sub-Recipient vs. Contractor/Vendor Relationship

· Appendix B:  Recording and Reporting Sub-recipient and Contractor/Vendor Relationships
· Contacts – CTR Help Desk 617-973-2468
· Comptroller Web Portal Homepage



Revisions
November 17, 2014 – Added link for OMB’s Circulars, new federal Title 2 uniform guidance and the Comptroller’s regulations.  Deleted references to ARRA.  Added the Sub-Recipient Definition and Guidance document as attachment

August 13, 2009 – Added guidance for programs with expenditures of ARRA awards.
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