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[bookmark: _Toc225178299]PURPOSE AND SCOPE
The purpose of this policy is to establish a structured framework for monitoring activities conducted by the New Mexico Department of Homeland Security and Emergency Management (DHSEM) in administering Community Development Block Grant – Disaster Recovery (CDBG-DR) funds. This framework is intended to ensure consistent monitoring and to support compliance with applicable federal, state, and program requirements. Monitoring functions as a key component of DHSEM’s oversight responsibilities and supports the effective administration of disaster recovery programs in alignment with the State’s approved Action Plan.
The scope of this policy applies to all CDBG-DR-funded activities administered by DHSEM, including activities carried out directly by the State, implemented by subrecipients, or supported through contractors, consultants, and vendors. It also applies to DHSEM program units with responsibilities related to program administration, compliance, financial management, and project delivery. Monitoring activities will vary depending on the delivery structure, program requirements, and risk level for each program and financial framework.
[bookmark: _Toc225178300] BACKGROUND
DHSEM administers CDBG-DR funds awarded by the U.S. Department of Housing and Urban Development (HUD) to support long-term recovery efforts in communities impacted by federally declared disasters. These funds are governed by federal statutes, regulations, and program-specific requirements, including the Housing and Community Development Act, 24 CFR Part 570, 2 CFR Part 200, applicable Federal Register notices, and the State’s approved CDBG-DR Action Plan.
CDBG-DR programs are implemented through multiple delivery structures, including activities carried out directly by the State and those administered by subrecipients, supported by contractors, and other program partners. This structure introduces varying levels of complexity and oversight responsibility. As the responsible entity, DHSEM will maintain oversight mechanisms to ensure that funded activities are implemented in accordance with applicable requirements and that program performance and compliance can be effectively evaluated. 
[bookmark: _Toc225178301]POLICY STATEMENT
DHSEM will monitor all CDBG-DR-funded activities to determine compliance and to support program integrity and accountability. Monitoring will be performed independently of program implementation functions and will apply to all entities involved in the administration or delivery of program funds. All entities are required to cooperate with monitoring activities, provide access to necessary records and information, and address identified deficiencies within established timeframes. 
[bookmark: _Toc225178302]DEFINITIONS
	Term
	Definition

	Monitoring
	A systematic process of reviewing and evaluating program activities, documentation, and performance to assess compliance with applicable requirements and to ensure program objectives are achieved.

	Risk-Based Monitoring
	An approach to monitoring that prioritizes oversight activities based on an assessment of factors that may affect compliance, performance, or financial exposure.

	Monitoring Plan
	A formal document that establishes the overall monitoring strategy, including risk assessment methodology, monitoring priorities, frequency, scope, and approach for monitoring activities across programs and entities.

	Monitoring Standard Operating Procedures (SOP)
	A detailed procedural document that outlines the step-by-step processes, roles, responsibilities, tools, and documentation requirements used to execute monitoring activities in accordance with this policy and the Monitoring Plan.

	Corrective Action Plan (CAP)
	A documented response developed by a monitored entity to address identified findings or deficiencies, outlining the specific actions to be taken, responsible parties, and timelines for achieving compliance.

	Desk, Remote, Virtual Review
	A monitoring activity conducted remotely through the review of expenditures, procurement, duplication of benefits (DOB) compliance, reporting accuracy, environmental compliance, and other cross-cutting requirements, based on the level of risk assessment.

	Quality Assurance / Quality Control (QA/QC) Review
	Internal monitoring reviews conducted for State-administered programs to evaluate compliance and internal controls.

	On-Site Monitoring Review
	A monitoring activity conducted at a physical location where program activities are implemented or administered, including the conduct of an entrance meeting, review activities such as interviews, sampling, and document testing, and the completion of an exit meeting.

	Situational / For-Cause Monitoring Review
	Monitoring initiated in response to unforeseen circumstances, emerging conditions, complaints, or events that indicate a potential risk of non-compliance.

	Technical Assistance
	A supportive activity provided in response to an identified risk, monitoring review, or corrective action plan to strengthen program compliance, internal controls, and administrative capacity.

	Finding
	A deficiency in program performance or compliance with statutory, regulatory, contractual, or policy requirements that requires corrective action.

	Concern
	An issue that may indicate a potential problem or vulnerability that could lead to non-compliance if not addressed but does not constitute a current violation.

	Observation
	A noted practice, condition, or process that does not violate a requirement but may represent an opportunity for improvement, efficiency, or risk mitigation.


[bookmark: _Toc225178303]PROCEDURES
[bookmark: _Hlk210831307]Monitoring activities follow a standard lifecycle including planning, preparation, execution, reporting, follow-up, and closeout. This lifecycle represents DHSEM’s standard monitoring process and may be adapted based on the type of review, program structure, risk level, or unique circumstances identified during monitoring.
1. Establish Monitoring Universe & Risk Profile
2. Define Scope & Compliance Requirements
4. Conduct Pre-Review & Risk Refinement
5. Perform Monitoring Review (testing)
7. Document Findings & Observations
8. Issue Monitoring Report











9. Track Corrective Actions & Closeout
6. Validate Internal Controls & Oversight
3. Issue Monitoring Notification & PBC List



Reviews will be conducted in accordance with the DHSEM Monitoring Plan and the Monitoring Standard Operating Procedures (SOP). At a minimum, monitoring will include the following phases:
	Step
	Process

	1.0
	Risk Assessment and Planning
· Establish monitoring priorities
· Identify entities and activities subject to review

	2.0
	Monitoring Preparation
· Define scope
· Issue notifications and documentation requests

	3.0
	Monitoring Execution
· Perform reviews (desk, remote, virtual, on-site) 
· Evaluate compliance across applicable program areas

	4.0
	Reporting 
· Document results
· Communicate findings, concerns, and observations

	5.0
	Corrective Action & Follow-up
· Track resolution of findings 
· Verify corrective actions

	6.0
	Closeout & Record Retention
· Finalize monitoring
· Maintain documentation for audit purposes


[bookmark: _Toc225178304][bookmark: _Toc210662593][bookmark: _Toc210662594]SCOPE OF WORK 
Monitoring activities conducted under this policy will include oversight of all applicable program areas and performed in accordance with a structured and risk-informed approach.
A. [bookmark: _Toc225178305]Monitoring Framework
Monitoring will be performed through scheduled and risk-based activities designed to evaluate compliance with applicable requirements and alignment with program intent as defined in the Action Plan. Monitoring ensures compliance with HUD requirements and alignment with program intent as defined in the Action Plan narrative. The framework aligns with:

· Program eligibility requirements
· National Objective compliance (AP Section 2.2)
· Duplication of Benefits requirements (AP Section 6.2)
· Environmental review standards (AP Section 6.3)
· Procurement requirements under 2 CFR 200 (AP Sections 6.4–6.6)
Monitoring will be conducted through one or more approved methods based on program structure and risk:
· Desk and remote/virtual reviews
· On-site monitoring reviews
· File reviews and sampling
· Construction oversight and progress validation (as applicable)
· Subrecipient monitoring per 2 CFR 200.331–.337
B. [bookmark: _Toc225178306]Program-Specific Monitoring Approach 
Monitoring activities will vary by program structure:
1. Housing Program (State‑Administered): Monitoring will include verification of:
· Eligibility and primary residence documentation
· Compliance with duplication‑of‑benefits
· Cost reasonableness and builder invoicing
· Inspections and construction progress
· Closeout documentation and long-term compliance
2. Infrastructure Program (Subrecipient‑Administered): Monitoring will include verification of:
· Use of funds for eligible public infrastructure activities 
· National Objective compliance (LMI Area Benefit)
· Environmental review completion prior to commitment
· Procurement and contract management documentation
· Construction completion, performance, and closeout compliance
3. Disaster Resilience Planning Program: Monitoring will include verification of:
· Eligibility of planning activity
· Alignment with mitigation and recovery goals
· Public engagement and accessibility compliance
· Deliverable completion and documentation of outcomes
C. [bookmark: _Toc225178307]Risk-Based Approach
An annual risk assessment will guide monitoring prioritization and define the frequency, methodology, and scope for each program activity. Risk factors may include:
· Compliance history.
· Financial exposure.
· Project size and complexity.
· Staffing or capacity constraints.
· Procurement methods used.
· Expenditure rate and financial trends.
· Prior audit and monitoring results.
For newly established programs or first-time recipients of CDBG-DR, initial risk designations may reflect program startup conditions and the need to validate the establishment and consistent execution of required frameworks, rather than identified deficiencies.
Risk levels and monitoring approaches will be reassessed at least annually, informed by monitoring results, changes in regulatory or HUD guidance, significant operational or staffing changes, financial indicators, or other material factors that may affect program risk. Results will be documented in the Annual Monitoring Plan.
D. [bookmark: _Toc225178308]Reporting Expectations
Following each monitoring engagement, DHSEM will issue a written monitoring report to include:
· Purpose, objectives, and scope of monitoring.
· Activities and documents reviewed.
· Identified findings, concerns, and observations, including recommendations.
· Required corrective actions and deadlines.
· Follow-up and escalation procedures, as applicable.
Responses must be submitted within the established timeframes as outlined in the official monitoring report.
[bookmark: _Toc225178309]ENFORCEMENT AND ESCALATION
Enforcement measures may vary depending on the entity type, nature, and severity of noncompliance. Measures may include:
· Corrective Action Plan requirements.
· Technical assistance.
· Withholding or suspending reimbursements.
· Formal compliance notices.
· Fund recapture.
· Contract termination or other legal action.
Escalation decisions are management’s responsibility and are informed by the monitoring team’s professional judgment and documented assessment of risk exposure. Enforcement actions are applied based on project-specific conditions or unique circumstances identified during monitoring, including the nature, severity, and risk implications of noncompliance. Management evaluates the supporting rationale and determines the appropriate level and method of escalation in accordance with applicable program requirements.
[bookmark: _Toc225178310]ROLES AND RESPONSIBILITIES
[bookmark: _Toc210662595]DHSEM monitoring activities are conducted through a coordinated structure that ensures independence of oversight functions while maintaining accountability across all entities involved in the administration and implementation of CDBG-DR-funded activities.
DHSEM Monitoring Function
DHSEM, through designated monitoring authorized representatives, is responsible for planning, coordinating, and conducting monitoring activities in accordance with this policy. This includes performing monitoring reviews, evaluating compliance with applicable requirements, documenting results, and communicating findings, concerns, and observations. Monitoring activities are conducted independently of program implementation functions to ensure objectivity and integrity in the evaluation process.
DHSEM Program Staff
DHSEM program staff are responsible for supporting monitoring activities by maintaining complete and accurate program records, providing requested documentation, and facilitating access to systems and information necessary to support monitoring. Program staff may also be responsible for coordinating with subrecipients and contractors to ensure timely responses to monitoring requests and, as applicable, the implementation of corrective actions. 
Subrecipients
Subrecipients are responsible for administering CDBG-DR-funded activities in compliance with all applicable federal, state, and program requirements. Subrecipients must maintain complete and accurate records, provide access to documentation and personnel during monitoring activities, and respond to monitoring results within established timeframes. 
Contractors, Consultants, and Vendors
Contractors, consultants, and vendors performing work funded under CDBG-DR programs are responsible for complying with contractual requirements and, as applicable, supporting monitoring activities. This includes providing documentation, participating in interviews or site visits, and addressing issues related to their scope of work when identified through monitoring.
DHSEM Management
DHSEM is responsible for overseeing the monitoring function, ensuring that monitoring activities are appropriately resourced and conducted in accordance with this policy. Management is also responsible for reviewing and monitoring results, supporting the resolution of identified issues, and determining appropriate actions when significant risks or deficiencies are identified.
[bookmark: _Toc210662597][bookmark: _Toc225178311]DOCUMENTATION & RECORDKEEPING
DHSEM will maintain documentation sufficient to support all monitoring activities conducted under this policy and to demonstrate compliance with applicable federal, state, and program requirements. Monitoring documentation will be complete, accurate, and organized in a manner that supports transparency, consistency, and audit readiness, and will be maintained in accordance with the specific monitoring activity or review conducted.
At a minimum, monitoring records will include documentation supporting the planning, execution, and results of monitoring activities. This includes, as applicable, risk assessments, monitoring plans, notifications, documentation requests, materials reviewed, workpapers, and records of communication with monitored entities. Monitoring documentation will also include formal monitoring reports that identify the purpose, scope, and results of the review, including any findings, concerns, observations, and required corrective actions.
Monitoring documentation will be maintained to ensure that records are accessible for review by HUD or other authorized oversight entities. Documentation will be maintained in a manner that supports traceability from the specific monitoring activity through resolution of identified issues and final closeout.
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