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Learning Objectives:

• Use and see how simple and complex shadow 
systems are utilized in best practices and real 
life scenarios.

• How shadow systems can help manage grant 
funds more efficiently, in order to prevent 
over-spending on the grant.
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What is a Shadow System?

• A shadow system is a small-scaled data base 
and/or spreadsheet developed by the end user, 
outside of the direct control of the organization’s 
IT department, to manage fiscal operations 
locally/internally.

• Simple – spreadsheet (one grant)
• Complex – data base (multiple grants)
• Home Made – Excel or Access Data bases
• Canned Product – IT Works, Grants Manager, 

Evisions, Priority Software, etc.
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Why Use Shadow Systems?

• More up-to-date data on encumbrances and 
expenses

• Can account for up-to-date expenses (in more 
detail) that your University’s financial 
reporting system can not capture

• Good tool to explain expense and revenue 
detail information to PI or Department 
Chairman
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How To Create A Shadow System?

• What system to use?

• Simple or Complex?

• Year 5 only (end of R01 grant’s life cycle)?

• Staff’s knowledge and ability.

• Do you have the tools to create and generate 
a shadow system?

• Is your Department or School supportive of 
shadow system usage?
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What You Need To Know
Before You Start…..

• Who will maintain and update the system and 
their responsibilities?

• Will it be a Simple or Complex system?

• Who will have inputting access into the system?

• View only access?

• What kinds of reports will be generated from the 
shadow system?

• Budget details and justification – are these 
important to your Department?
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Scenario #1

You think a Shadow System will help you better 
monitor your Post Award Financial grant 
tracking process, but you are still unsure.   A pre-
packaged system from a vendor costs $15,000.  
You currently have 15 active grants.  What 
should you do next?

8



Who Maintains The System…

• Responsible for setting-up and modifying the 
system

• Reconcile the data to your Institution’s monthly 
reporting system – UMB uses a People Soft 
product

• Notify the PI and Department Administrator of 
any problems with funds/expenses/entries

• Monitor balances as grants are ending to make 
sure all expenses are reconciled and appear on 
Department reports.
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Simple or Complex Shadow 
Systems?
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Simple Shadow Systems…

• Can be as simple as tracking only 
disbursement expenses using a spreadsheet

• The spreadsheet layout can be very similar to 
your regular monthly financial reports

• A simple system will not need many 
modifications after the initial set-up

• Usually for 1 grant only or subproject in a 
larger financial account

• Multiple users can enter data into it
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Simple Shadow System (sample)
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Complex Shadow Systems…

• Can track all costs associated with a grant or Department
• This type of system takes more time to set-up and often 

needs modifications as you go
• You have detailed line entries for all disbursements and 

expenses and one line summary entries for salaries, fringes,  
and cost sharing expenses

• With multi-year grants you have to decide if you want all 
the data on one spreadsheet or start a spreadsheet for 
each year with beginning/(carryover) balances

• Encumbrances – will your system capture and monitor 
these?

• Can be a “Purchased System” from a vendor (like IT Works)
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Complex Shadow System(sample)
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Multi-Year (sample)

15



Summary Page (sample)
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Who Will Have Access To The System?

• The person responsible for maintaining and 
reconciling and doing the data entry

• Other Department personnel who make 
purchases on the grants 

• Department Administrator

• Department Chairman

• PI – Principal Investigator
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Scenario # 2

You have multiple employees making purchases in the 
Department and entering transactions into the Shadow 
System.  Employee A makes several purchases in one day 
but gets distracted and only writes 1 transaction in the 
Shadow System.   Employee B makes two purchases that 
day and posts them both in the Shadow System as soon 
as he/she writes them on his purchasing log.  When the 
end of the month comes and Employee B, who is 
responsible for reconciling the system to the 
Department’s Monthly Financial Reports, tries to balance 
but it becomes much harder because several purchases 
are missing and the Shadow System will not reconcile to 
any Monthly reports.  What should you do?
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How To Use The Shadow System:

• Each staff person in the Department, who has access, 
should enter their purchases daily

• The employee who maintains the overall system will enter 
all other purchases from other Departments and all other 
journal entries that effect the grant when reconciling to the 
Department’s financial reports, either weekly or monthly 

• Shadow systems should be password protected to limit 
access for everyone involved

• View-only access should be granted to PI, Department 
Chairman, and Department Administrator

• Expense back-up detail and justification can be entered into 
a “comment section” area for clarity
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Pros…

• Makes it easier to manage grant expenditures
• Department personnel who are making 

purchases can have access to the system and with 
up-to-date balances to prevent overspending or 
duplicating ordering

• Projections for the grant can be established
• Multi-year projects can be calculated
• Fringe benefits calculations can be done
• Internal transactions (Journal entries) can be 

logged and explained in detail/justified
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Cons…
• The amount of time it takes to set-up and 

maintain (very labor intensive)
• Daily, weekly, monthly reconciling to your 

Institution’s monthly reports
• Modifications/changes to the system as changes 

on the grant occur, such as payroll changes, 
budget increases/decreases or multi-year grant 
maintenance

• Data entry errors
• Expenses that hit main account and not recorded 

on the Shadow System by other Departments
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Scenario # 3

You have a grant showing a balance on the 
Shadow System of $984.73. A Research Lab 
Assistant asks Employee A to order some lab 
supplies totaling $1,025.50.  After placing the 
order Employee A posts the purchase in the 
Shadow System and then notices the balance is 
now in deficit ($40.77).  Employee A calls 
Employee B, who maintains the system and asks, 
what does that mean?  What should Employee B 
do?
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But My Institution Says That I Do Not 
Need A Shadow System…

• Because the Master Financial System 
downloads and dumps data daily

• Is a waste of time to duplicate efforts

• Is report and reader friendly

• The University “sank” a lot of money into the 
Main System and does not want to support 
Shadow Systems
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Scenario # 4

You have multiple employees making entries into 
the Shadow System.   Last month Employee A made 
a note in the Shadow System that another 
Department would be making a journal entry to 
remove an expense charged in error to your grant.  
This month Employee B is reconciling the Shadow 
System and notices the journal entry has not been 
completed.  Employee B calls the other Department 
and inquires about the JE and was told that the 
Employee was out sick and is due back in a week.  
How do you handle this now?

24



So What Should I Do…

• I need up-to-date data to manage my grants 
properly

• I do not have the time nor staff to duplicate 
workload

• My reporting mechanisms need 
improvements
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Scenario # 5

Employee A is constantly making entries into the 
Shadow System that are incorrect or posted to 
the wrong grant.  You mention this to Employee 
A and he/she snaps back at you to “mind your 
own business” and stop “looking over his/her 
shoulder”.  You are tired of correcting his/her 
mistakes/work and even more tired of their 
attitude towards you.   What should you do?
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Resolutions/Recommendations:

• Shadow Systems are a great tool if you have 
the proper and qualified staff to properly 
utilize them (attention to detail)

• Start small to see if they work for you

• Get support from your Department Chairman 
or PI (either way)

• What will make your life easier?  That is the 
ultimate recommendation.  There are not any 
“right or wrong” answers.
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Questions?
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Thank You!!

• Bill Hoffman – 410-706-5406

whoffman@umaryland.edu

• Kathy Scharf – 410-706-4384

kscharf@umaryland.edu
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