NWSISD Policy 721(a)
Uniform Grant Guidance Policy Regarding Federal Revenue Sources

SUBRECIPIENT MONITORING

Note: Transfers of Federal awards to another component of the same auditee under 2 CFR part 200, subpart
F, do not constitute a subrecipient or contractor relationship.

Compliance Requirements
A pass-through entity (PTE) must:

Identify the Award and Applicable Requirements — Clearly identify to the subrecipient:

1. the award as a subaward at the time of subaward (or subsequent subaward modification) by
providing the information described in 2 CFR section 200.331(a)(1);
2. all requirements imposed by the PTE on the subrecipient so that the Federal award is used in

accordance with Federal statutes, regulations, and the terms and conditions of the award (2
CFR section 200.331(a)(2)); and (3) any additional requirements that the PTE imposes on the
subrecipient in order for the PTE to meet its own responsibility for the Federal award (e.g.,
financial, performance, and special reports) (2 CFR section 200.331(a)(3)).

Evaluate Risk — Evaluate each subrecipient’s risk of noncompliance for purposes of determining the

appropriate subrecipient monitoring related to the subaward (2 CFR section 200.331(b)). This

evaluation of risk may include consideration of such factors as the following:

1. The subrecipient’s prior experience with the same or similar subawards;

2. The results of previous audits including whether or not the subrecipient receives single audit

in accordance with 2 CFR part 200, subpart F, and the extent to which the same or similar

subaward has been audited as a major program;

Whether the subrecipient has new personnel or new or substantially changed systems; and

4, The extent and results of Federal awarding agency monitoring (e.g., if the subrecipient also
receives Federal awards directly from a Federal awarding agency).

w

Monitor — Monitor the activities of the subrecipient as necessary to ensure that the subaward is used

for authorized purposes, complies with the terms and conditions of the subaward, and achieves

performance goals (2 CFR sections 200.331(d) through (f)). In addition to procedures identified as

necessary based upon the evaluation of subrecipient risk or specifically required by the terms and

conditions of the award, subaward monitoring must include the following:

1. Reviewing financial and programmatic (performance and special reports) required by the PTE.

2. Following-up and ensuring that the subrecipient takes timely and appropriate action on all
deficiencies pertaining to the Federal award provided to the subrecipient from the PTE
detected through audits, on-site reviews, and other means.

3. Issuing a management decision for audit findings pertaining to the Federal award provided to
the subrecipient from the PTE as required by 2 CFR section 200.521.

Ensure Accountability of For-Profit Subrecipients — Some Federal awards may be passed through to for-
profit entities. For-profit subrecipients are accountable to the PTE for the use of the Federal funds
provided. Because 2 CFR part 200 does not make subpart F application to for-profit subrecipients, the
PTE is responsible for establishing requirements, as necessary, to ensure compliance by for-profit
subrecipients for the subaward. The agreement with the for-profit subrecipient must describe
applicable compliance requirements and the for-profit subrecipient’s compliance responsibility.
Methods to ensure compliance for Federal awards made to for-profit subrecipients may include pre-
award audits, monitoring during the agreement, and post-award audits (2 CFR section 200.501 (h)).



Source of Governing Requirements

The requirements for subrecipient monitoring for the subaward are contained in 31 USC 7502(f)(2) (Single
Audit Act Amendments of 1996 (Pub. L. No. 104-156)), 2 CFR sections 200.330, .331, and .501(h); Federal
awarding agency regulations; and the terms and conditions of the award.

Audit Objectives

1.

Obtain an understanding of internal control, assess risk, and test internal control as required
by 2 CFT section 200.514(c).

Determine whether the PTE identified the subaward and applicable requirements at the time
of the subaward (or subsequent subaward modification) in the terms and conditions of the
subaward and other award documents sufficient for the PTE to comply with Federal statutes,
regulations, and the terms and conditions of the Federal award.

Determine whether the PTE monitored subrecipient activities to provide reasonable assurance
that the subrecipient administered the subaward in compliance with the terms and conditions
of the subaward.

Suggested Audit Procedures — Internal Control

1.

Perform procedures to obtain an understanding of internal control sufficient to plan the audit
to support a low assessed level of control risk for the program.

Plan the testing of internal control to support a low assessed level of control risk for
subrecipient monitoring and perform the testing of internal control as planned. If internal
control over some or all of the compliance requirements is likely to be ineffective, see the
alternative procedures in 2 CFR section 200.514(c)(4), including assessing the control risk at
the maximum and considering whether additional compliance tests and reporting are required
because of ineffective internal control.

Consider the results of the testing of internal control in assessing the remaining risk of
noncompliance. Use this as the basis for determining the nature, timing, and extent (e.g.,
number of transactions to be selected) of substantive tests of compliance.

Suggested Audit Procedures — Compliance

Note: The auditor may consider coordinating the tests related to subrecipients performed as part of C, “Cash
Management” (tests of cash reporting submitted by subrecipients); E, “Eligibility” (tests that subawards were
made only to eligible subrecipients ); and |, “procurement and Suspension and Debarment” (tests of ensuring
that a subrecipient is not suspended or debarred) with the testing of “Subrecipient Monitoring.”

1.

Adopted:

Review the PTE’s subrecipient monitoring policies and procedures to gain an understanding of
the PTE’s process to identify subawards, evaluate risk of noncompliance, and perform
monitoring procedures based upon identified risks.

Review subaward documents including the terms and conditions of the subaward to ascertain
if, at the time of subaward (or subsequent subaward modification), the PTE made the
subrecipient aware of the award information required by 2 CFR section 200.331(a) sufficient
for the PTE to comply with Federal statutes, regulations, and the terms and conditions of the
award.

Review the PTE’s documentation of monitoring the subaward and consider if the PTE’s
monitoring provided reasonable assurance that the subrecipient used the subaward for
authorized purposes in compliance with Federal statutes, regulations, and the terms and
conditions of the subaward.

Ascertain if the PTE verified that subrecipients expected to be audited as required by 2 CFR
part 200, subpart F, met this requirement (2 CFR section 200.331(f)). This verification may be
performed as part of the required monitoring under 2 CFR section 200.331(d)(2) to ensure that
the subrecipient takes timely and appropriate action on deficiencies detected through audits.
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