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Learning Objectives
This session aims to highlight key updates regarding 2 CFR 200, 
focusing on risk-based compliance, identifying common risk 
factors, and discussing strategies to reduce administrative 
burdens.

By the end of this session, participants will be able to:
• Learn about recent updates to 2 CFR 200.
• Explain the importance of utilizing the 15% de minimis rate.
• Apply risk-based monitoring principles to grantees and 

subrecipients.
• Identify common monitoring and financial management 

findings.
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Why This Matters

• As compliance expectations increase and 
regulations evolve, organizations need 
practical oversight to manage requirements 
effectively.

Key drivers include:

• Increased federal scrutiny

• Ongoing accountability expectations

• Limited staff and administrative capacity

• Direct impact on day-to-day operations
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Engagement Poll
How often do you work with subrecipients 
with limited administrative capacity?

A. Frequently
B. Sometimes
C. Rarely
D. Never
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Regulatory Updates 
and Administrative 
Context

Recent Updates:
• Flexibility added
• Standards remain
• Applies to all programs
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Why the Uniform Guidance Was Updated
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Increased compliance 
pressure and staffing 

shortages require 
practical administration 

and oversight

Clearer, streamlined 
regulatory language

Reduced ambiguity and 
inconsistent 

interpretation

Greater focus on 
outcomes and 

accountability, not rigid 
processes

Better alignment with 
current grant 

management practices



2 CFR 200 Changes

Recent updates to 2 CFR 200 clarify requirements, reduce ambiguity, and 

better align federal rules with current grant management practices.

• Clearer, streamlined regulatory language

• Reduced ambiguity and inconsistent interpretation

• Greater focus on outcomes and accountability

• Alignment with how grants are managed in practice
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More Flexibility & Guidance

• Previously, recipients were often unclear about when informal quotes were acceptable.

• Updated guidance clarifies procurement thresholds and allowable methods.

• For small purchases, recipients may use simplified approaches as long as decisions are 
reasonable and documented.

• Example: A subrecipient obtains email quotes for a low-dollar purchase and documents the 
selection rationale—this can be compliant under the updated guidance.

Example – Procurement Flexibility
1. Clearer guidance for small purchase methods
2. Higher thresholds for simplified procurement
3. Flexibility for low-risk, routine transactions
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Indirect Costs Update

• De-Minimis rate Increased from 10-

15%which has generated more 

interest from subrecipients.

• Available to entities without a 

federally negotiated indirect cost rate

• Designed to reduce administrative 

burden and improve cost recovery

• Applies across all federal programs 

subject to Uniform Guidance

Applied to Modified Total Direct Costs (MTDC)

Why its Important

• Encourages participation by 
smaller or capacity-
constrained organizations.

• Reduces inequities between 
entities with and without 
negotiated rates.

• Lowers administrative burden 
while maintaining 
accountability.

• Administrators should ensure 
subrecipients are aware of this 
option and document their 
election in grant agreements.

9Prepared by: Corporate FACTS Inc.



What Did Not Change 

Core Financial Standards Still Apply to Everyone 
and Across All Federal Programs

What Did NOT Change

• Internal controls, documentation, and 
accountability are still required

• Standards for allowability, allocability, and 
reasonableness remain intact

• Continued focus on preventing waste, fraud, 
and abuse
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Risk-Based Compliance & Monitoring

Explicit support for risk-based monitoring

• Reduced one-size-fits-all oversight
• Substance over form in documentation and compliance
• Monitoring requirements now clearly allow oversight to scale based on risk, size, and 

performance.
• Low-risk subrecipients do not need the same level of monitoring as higher-risk entities.
• Documentation formats may vary as long as core standards are met.

Example: A long-term subrecipient with clean audits receives desk reviews, while a new or 
high-risk subrecipient receives on-site monitoring.
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Common Risk Factors

New subrecipients often face challenges due to limited administrative capabilities. This lack of 
experience can lead to misunderstandings of compliance requirements, increasing the likelihood of 
errors in fund management.

LIMITED EXPERIENCE

Larger awards can significantly heighten risk levels, as they often come with increased complexity. 
Organizations may struggle to adapt their processes to effectively manage these larger funding 
amounts.

LARGER AWARD SIZES

High staff turnover leads to knowledge loss, creating vulnerabilities in operations. Organizations must 
prioritize retention strategies to maintain continuity and ensure effective oversight of funded 
activities.

STAFF TURNOVER
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Common Risk Factors

Unresolved or repeat findings indicate underlying issues within an organization. Addressing these 
concerns is crucial to mitigating risks and establishing robust compliance frameworks for future 
operations.

PRIOR FINDINGS

Unsupported payroll allocations can lead to significant financial discrepancies and compliance issues. 
Ensuring proper documentation and justification for payroll expenses is essential for maintaining 
accountability.

PAYROLL ALLOCATIONS

Cash management weaknesses often result in inefficient fund utilization, increased audit risk, and 
compliance violations. Establishing robust policies and regular reviews can mitigate these challenges 
effectively.

CASH MANAGEMENT
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Current Reality for
Administrators & 
Subrecipients
Increased Compliance Pressure
• More reporting, monitoring, and audit expectations

Constrained Capacity
• Limited staffing, time, and administrative resources
• High turnover which makes consistent grant administration difficult.
• New staff often require training on federal requirements while still meeting deadlines.
• Compliance expectations continue to increase, even as administrative capacity remains 

limited.
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Current Reality for
Administrators & 
Subrecipients

Changing Regulatory Environment
• Ongoing updates to Uniform Guidance and agency rules
• Administrators and subrecipients must keep up with regulatory updates while maintaining 

daily operations.

This environment reinforces the need for clear guidance, risk-based monitoring, and 
practical tools.
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Administrators - Help Reduce Burden
• Targeted Training- tailored to subrecipient risk, experience, and staff roles rather than 

one-size-fits-all sessions.

• Establish Clear Expectations - helps reduce confusion, rework, and audit findings.

• Standardized Tools & Templates (forms, checklists, and reporting tools) for budgets, 
reports, procurement, and internal controls promote consistency and efficiency.

• Technical Assistance with Monitoring - support before and during reviews helps 
subrecipients understand expectations and correct issues early.

• Prevention-Focused Approach emphasizes Early identification and correction of issues; 
compliance support rather than after-the-fact findings.
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What HUD & Federal 
Monitors Expect
Risk-based monitoring
• Consistent policies
• Documented risk assessments
• Evidence of technical assistance
• Follow-up on corrective actions
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Financial Management Findings

Unsupported Payroll Allocations
• Payroll findings often occur when time and effort documentation does not support how costs 

were charged to federal awards.
• Inadequate documentation for salary and wage charges
• Allocations must reflect actual work performed and be supported by records.

Cash Management Weaknesses
• Advances not aligned with immediate cash needs
• Cash management issues commonly involve drawing funds too early or holding excess cash.
• Organizations must minimize the time between receipt and disbursement of federal funds.
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Financial Management Findings

Missing or Outdated Policies
• Policies not aligned with current Uniform Guidance
• Speaker Notes
• Policies and procedures should be current, approved, and reflect updated 2 CFR 200 

requirements.
• Outdated policies can result in findings even when day-to-day practices are reasonable.

Most financial findings are preventable with clear documentation and current policies.
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Key Takeaways

• Flexibility within accountability
• Procurement and indirect cost changes 

matter
• Understanding capacity supports 

defensible monitoring
• Training and tools are effective controls
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Engagement Poll
What is one thing you will reconsider or change after today?
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Thank You!

www.corporatefacts.net

@corporatefactsinc.

info@corporatefacts.net
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