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VR Fiscal Monitoring Readiness Tool
Purpose
This tool helps State Vocational Rehabilitation (VR) agencies prepare for Rehabilitation Services Administration (RSA) fiscal monitoring by organizing documentation that may be reviewed and incorporating self‑assessment questions and critical compliance reminders aligned with the State Monitoring and Program Improvement Division (SMPID) Monitoring and Technical Assistance Guide (MTAG). The goal is to help agencies identify potential gaps in internal controls, fiscal management practices, and required documentation prior to monitoring so leadership can prepare for informed discussions with RSA.
1. Monitoring Scope, Objectives, and Authorities
Review Period
RSA monitoring typically reviews:
Current Federal Fiscal Year (FFY) (FFY 2026) 
Three Prior FFYs (FFY 2023, FFY 2024, FFY 2025) 
If issues extend beyond the three prior FFYs, be prepared to provide documentation as requested 
Specific Programs Covered
State Vocational Rehabilitation Services program (VR program) established under Title I of the Rehabilitation Act 
State Supported Employment Services program (Supported Employment program) authorized under Title VI of the Rehabilitation Act
Fiscal Review Objectives
The SMPID review will assess your agency's financial management system to ensure three core objectives are met: 
Prevent Waste, Fraud, and Abuse: Verification of sound internal controls and reliable reporting systems 
Period of Performance Compliance: Confirmation that funds are obligated and expended within the correct timeframe, from the correct fund sources (e.g., non-Federal share, Federal award), and only for allowable purposes 
Relative Benefit Analysis: Ensuring the benefit to the VR system is proportional to the funds expended (contracts, one-stops, indirect cost rates, cost allocation plans, ensuring appropriate allocation of pre-employment transition services (Pre-ETS) and VR services in agreements such as Project Search, etc.)
Primary Authorities Referenced During Monitoring
 The Rehabilitation Act of 1973, as amended by title IV of WIOA
34 C.F.R. Part 361 -- State Vocational Rehabilitation Services Program
34 C.F.R. Part 363 -- State Supported Employment Services Program
2 C.F.R. Part 200: Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
34 C.F.R. Part 76 – Education Department General Administrative Regulations (EDGAR) 
RSA sub-regulatory guidance – Policy Directives (PDs), Technical Assistance Circulars (TACs), Dear Colleague Letters (DCLs), Frequently Asked Questions (FAQs)
Grant Award Notifications (GANs)
2. General Monitoring Preparation Tips
Ensure leadership and fiscal staff understand the overall fiscal structure of the VR program.
Have internal control procedures and fiscal policies readily available during the review.
Keep copies of key reports and financial data accessible for discussion.
Be prepared to explain how fiscal systems track, reconcile, and report obligations and expenditures.
RSA will provide fiscal data tables closer to the review date. In the meantime, you may want to review and begin preparing the RSA fiscal data tables included in Appendix D.
Ensure you have physical or digital copies of 2 C.F.R. Part 200, EDGAR, Supported Employment and VR regulations, your Single Audit, and any RSA monitoring reports, including 107 letters available to reference during discussions.
Ensure staff responsible for fiscal processes can clearly explain their roles and how they support the mission of the VR program.
Be ready to discuss the past assistance you received from the TA centers and how it has improved program management and service delivery.
Implementing changes shortly before monitoring occurs will not negate prior non-compliance.
3. Internal Controls and Financial Management
Documentation to Review
Single Audit findings and corrective actions
State VR budget and allocation documents
Internal fiscal reports used by leadership
Internal control policies and procedures
Sample documentation of obligations and expenditures
Grant Award Notifications and fiscal reporting documentation
Contracts with amendments – authorizations, purchase orders, invoices, and payments that align with the contracts provided to RSA from the document request,
Contract monitoring documentation.
Self-Assessment Questions
What specific fiscal reports (e.g., aging reports, obligation summaries, monthly expenditure reports, Pre-ETS fiscal forecasting) does leadership use to monitor obligations and expenditures?
How does the agency distinguish between "policies" (the rule) and "internal controls" (the check/balance)?
Are internal control policies applied consistently across regional offices and field staff?
Can expenditures be traced back to original authorization documentation?
What quality assurance systems are in place for the purchasing process?
What is the process for reviewing and identifying errors before a Federal Financial Report is submitted?
What is the process for addressing errors identified after a Federal Financial Report has been submitted?
Monitoring Preparation Tips
Be prepared to explain the fiscal process flow from obligation assignment, tracking liquidation, through reporting. Be prepared to explain the circumstances for adjustments and the process for handling them (e.g., journal entries, rebates, refunds, applicable credits) in the accounting system, how they are applied to the correct FFY, and how reports are revised.
Be prepared to demonstrate the source documentation used to derive the numbers on the Federal financial reports, including non-Federal share. 
Have written internal controls and procedures available.
Be ready to discuss how leadership monitors fiscal reports.
Be prepared to discuss and provide documentation demonstrating that required Pre-ETS are available statewide and that fiscal forecasts were used to confirm sufficient funding for those activities prior to utilizing authorized services.
Critical Compliance Reminders
Financial systems must include written procedures for determining the allowability of costs (2 C.F.R. § 200.302(b)(7)) and implement those procedures through effective internal controls (2 C.F.R. § 200.303).
Internal controls operationalize allowability decisions and must actively prevent fraud, waste, and abuse:
Fraud: Intentional deception for gain (e.g., ghost vendors)
Waste: Mismanagement of resources (e.g., paying for services not utilized or not necessary/reasonable)
Abuse: Improper use of authority (e.g., bypassing procurement rules)
Insight: If allowability is not clearly defined in writing and embedded in internal controls, the agency is at risk for questioned/disallowed costs and repayment. Lack of documented procedures and controls remains a frequent monitoring finding.
4. Period of Performance
Documentation to Review
System reports showing obligations by Federal award year
Provide clear examples aligned with 34 C.F.R. § 76.707 to define when an obligation is made, and link each to required documentation (e.g., payroll records, signed contracts, purchase orders, service authorizations). 
General ledger reports organized by Federal Award Identification Number (FAIN)
Carryover documentation
Liquidation documentation
SF-425 and RSA-17 reports
Self-Assessment Questions
Are there State rules that clarify when funds are considered obligated (cannot conflict with Federal requirements)?
What controls ensure obligations are assigned to the correct fund sources within their period of availability?
How are adjustments applied to the correct award year and fund source?
What are the internal controls regarding authorizations that cross FFYs or policies that permit staff to backdate authorizations?
Are services rendered consistent within the period of performance in contractual agreements?
Monitoring Preparation Tips
Have State and agency policies on obligations available (i.e., State Procurement Regulations).
Be prepared to explain the State’s requirements for when funds are considered obligated.
Be prepared to demonstrate the period of performance process within all systems (case management system, State accounting system, and potentially payment or personnel/payroll systems separate from the accounting system).
Be ready to explain cross-year authorizations and liquidation procedures.
Be prepared to discuss whether State procedures permit accounting adjustments for closed grants.
Critical Compliance Reminders
An incorrect FFY assignment can become the primary fiscal monitoring focus.
Assignment of obligations must follow requirements and occur within the period of availability of the fund source:
Match must be obligated within the FFY of appropriation; and
Federal funds may be obligated within a period of performance of two FFYs if an award qualifies for carryover.
5. Match (Non-Federal Share)
Documentation to Review
Match calculations and summary reports by FFY for the period under review.
Documentation of State appropriations and records of any interagency transfers used as match.
Third-Party Cooperative Arrangement (TPCA) agreements, contracts and amendments, and supporting documentation (e.g., cooperating agency personnel work logs and invoices), and written monitoring processes.
Establishment Project contracts or agreements, along with the Comprehensive Statewide Needs Assessment (CSNA) and State Plan sections demonstrating the established need and goals, supporting documentation that prior approval was obtained.
Randolph-Sheppard set-aside documentation, including the Report of Vending Facility Program (RSA-15) and accounting codes for allowable categories, and applicable processes demonstrating appropriate assignment of non-Federal share.
Supported Employment (SE-B) youth-specific records verifying that costs used for match met the age requirements and that the youth are in a supported employment position.
Self-Assessment Questions
What are our specific sources and amounts of non-Federal match for each FFY, and how have these sources fluctuated over time?
What specific internal control processes ensure only allowable, allocable, and necessary expenditures are reported as match?
What controls ensure that only allowable expenditures are reported as match? Can the agency clearly demonstrate how match is calculated, tracked, and reported, with written processes?
What controls ensure all allowable non-Federal expenditures are tracked and reported as non-Federal share to ensure maintenance of effort requirements are met?
[bookmark: _heading=h.jtykpgxtlhlw]High-Risk Match Sources (Targeted Review)
TPCA
Do agreements meet 34 C.F.R. § 361.28 requirements?
Are services provided by the cooperating agency (not VR staff)?
How do we document that TPCA costs are allocable based on the relative benefits received by the VR program?
Establishment
Were our establishment projects supported by the CSNA and the State Plan's goals and priorities before funds were contributed?
Are funds used only for community rehabilitation program (CRP) development/improvement (34 C.F.R. § 361.49)?
What internal controls ensure only allowable applicants or recipients receive services from these projects?
Are we continuing to pay ongoing operational costs of the CRP?
Randolph-Sheppard
Are set-aside funds limited to allowable categories?
Are expenditures properly reported as match?
Do internal controls ensure that only the three allowable categories (equipment, maintenance, and management/supervision) are charged to the VR program as match?
Supported Employment (SE-A / SE-B)
Can we clearly distinguish between VR funds spent on youth before placement and SE funds spent after placement to ensure the 10% SE-B match is spent correctly?
Is the 10% SE-B match allowable and tied to youth with a most significant disability (MSD)?
Do SE-A expenditures not exceed matched SE-B expenditures?
[bookmark: _heading=h.x5d5azkqx37w]Is the 50% youth set-aside requirement met?
Monitoring Preparation Tips
Be ready to discuss the history of your match sources and how fiscal planning around the non-Federal share influences decisions on reallotment, carryover, order of selection, and financial means tests.
Prepare to demonstrate the "double-check" process used to verify match expenditures are allowable before they are reported on the SF-425 or RSA-17.
Explain the methodology used to determine the amount of funds contributed to establishment projects and the source of those non-Federal funds.
Highlight internal controls that ensure match is obligated by the end of the FFY of appropriation.
Be prepared to walk through an example of a youth service record to show how age and disability significance are verified for SE-B match.
Be prepared to walk through an example of a pre-employment service record to show how age and school setting are verified for Pre-ETS expenditures.
Critical Compliance Reminders
VR Match Ratio: The required Federal share is 78.7%, and the non-Federal match is 21.3%.
SE-B Youth Match: The SE-B award requires a 10% match specifically for services to youth with MSDs.
Unallowable Drawdowns: Because of the high Federal participation rate, reporting even $1 of unallowable match can result in a substantial amount of unallowable Federal drawdowns (e.g., $1 of unallowable match could equal $9 of unallowable SE-B funds and potentially $9 of unallowable SE-A funds).
Randolph-Sheppard Limitations: Only specific categories of set-aside expenditures are allowable as match: acquisition/replacement of equipment, maintenance/repair, and management services/supervision.
Construction Caps: The Federal share for construction projects must not exceed 10% of the State’s total Section 110 allotment for the year, and the Federal share for CRP facility construction is capped at 50% of the total project cost.
6. Vendor Contracts
Documentation to Review
Procurement policies and procedures
Rate-setting policies for VR services
Sample contracts and amendments*
Documented invoice approval process
Contract monitoring process and reports
*Be sure to discuss contract samples, authorizations, purchase orders, invoices, and payments with the RSA Financial Management Specialist before transmitting them as part of the MTAG document request.  
Self-Assessment Questions
What internal control processes govern contract development and rate-setting (especially under sole source authority)?
Is the mandatory language in 2 C.F.R. Part 200 Appendix II included in every contract?
How does the agency verify that services billed were delivered?
Does the agency perform periodic vendor risk assessments?
Does the contract address actionable steps for failure to perform (e.g., sanctions, withholding payment, repayment to VR)?
Do contracts require vendors to break down services by expenditure for each individual to meet Federal reporting requirements (e.g., cost per service, per individual)?
   Monitoring Preparation Tips
Ensure procurement staff can explain vendor selection processes.
Have rate methodology documentation ready.
Be prepared to discuss the monitoring of provider performance.
    Critical Compliance Reminders
Procurement must follow 2 C.F.R. § 200.317.
Rates of payment policies required under 34 C.F.R. § 361.50(c).
7. Leadership Reflection Questions
What is the overall structure and flow of fiscal processes, particularly the relationship between the DSA and DSU staff?
Do leadership and fiscal staff share a clear understanding of the agency’s internal controls for managing Federal funds?
Can staff clearly explain how obligations and expenditures are assigned to the correct FFY?
Are our sources of match well-documented and clearly allowable under Federal requirements?
Are vendor contracts and purchased services adequately monitored to ensure services are delivered, and costs are supported?
If RSA asked staff to trace an expenditure from authorization to payment to reporting, could staff easily demonstrate the process?
Are there any fiscal areas where we anticipate questions or additional explanation may be needed during monitoring?
Disclaimer
The contents of this publication were developed under grant H264L250001 from the U.S. Department of Education (Department). The Department does not mandate or prescribe practices, models, or other activities described or discussed in this document. The contents of this publication may contain examples of, adaptations of, and links to resources created and maintained by another public or private organization. The Department does not control or guarantee the accuracy, relevance, timeliness, or completeness of this outside information. The content of this publication does not necessarily represent the policy of the Department. This publication is not intended to represent the views or policy of or be an endorsement of any views expressed, or materials provided by any Federal agency (EDGAR 75.620).
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