PASS THROUGH GRANT ACCOUNTING

PASS THROUGH GRANT ACCOUNTING IS A SPECIALIZED AREA OF FINANCIAL MANAGEMENT THAT INVOLVES TRACKING AND
REPORTING FUNDS RECEIVED FROM A GRANTOR AND SUBSEQUENTLY DISBURSED TO SUBRECIPIENTS OR THIRD PARTIES. THIS
ACCOUNTING PROCESS IS CRUCIAL FOR ORGANIZATIONS THAT SERVE AS INTERMEDIARIES, ENSURING THAT GRANT FUNDS ARE
PROPERLY MANAGED, DOCUMENTED, AND COMPLIANT WITH REGULATORY AND CONTRACTUAL REQUIREMENTS. PROPER PASS
THROUGH GRANT ACCOUNTING ENHANCES TRANSPARENCY, ACCOUNTABILITY, AND FACILITATES ACCURATE FINANCIAL
REPORTING. THIS ARTICLE DELVES INTO THE FUNDAMENTAL CONCEPTS, BEST PRACTICES, CHALLENGES, AND REGULATORY
CONSIDERATIONS ASSOCIATED WITH PASS THROUGH GRANT ACCOUNTING. ADDITIONALLY, IT EXPLORES INTERNAL CONTROLS,
DOCUMENTATION REQUIREMENTS, AND COMMON PITFALLS TO AVOID. THE AIM IS TO PROVIDE A COMPREHENSIVE UNDERSTANDING
OF HOW ORGANIZATIONS CAN EFFECTIVELY MANAGE PASS THROUGH GRANTS TO MEET COMPLIANCE STANDARDS AND OPTIMIZE
FINANCIAL STEW ARDSHIP.

o [UNDERSTANDING PASS THROUGH GRANT ACCOUNTING

Key COMPONENTS AND PROCESSES

® REGULATORY AND COMPLIANCE REQUIREMENTS

BesT PRACTICES FOR EFFECTIVE MANAGEMENT

CoMMON CHALLENGES AND SOLUTIONS

UNDERSTANDING PASS THROUGH GRANT ACCOUNTING

PASS THROUGH GRANT ACCOUNTING REFERS TO THE FINANCIAL MANAGEMENT PRACTICE WHEREBY AN ENTITY RECEIVES GRANT
FUNDS AND THEN PASSES THOSE FUNDS TO SUBRECIPIENTS OR PARTNER ORGANIZATIONS FOR SPECIFIC PROGRAMMATIC PURPOSES.
UNLIKE DIRECT GRANTS, WHERE FUNDS ARE USED INTERNALLY BY THE RECIPIENT, PASS THROUGH GRANTS REQUIRE ADDITIONAL
LAYERS OF OVERSIGHT TO ENSURE FUNDS ARE USED APPROPRIATELY BY DOWNSTREAM ENTITIES. THIS ACCOUNTING METHOD IS
OFTEN EMPLOYED BY GOVERNMENT AGENCIES, NONPROFITS, AND INTERMEDIARY ORGANIZATIONS ACTING AS CONDUITS FOR
FEDERAL, STATE, OR PRIVATE GRANT FUNDING.

THE PROCESS INVOLVES DISTINCT ACCOUNTING TRANSACTIONS AND REPORTING RESPONSIBILITIES, INCLUDING TRACKING THE
RECEIPT OF FUNDS, DISBURSEMENT TO SUBRECIPIENTS, AND MONITORING THE USE OF THE FUNDS TO ENSURE ADHERENCE TO GRANT
TERMS AND CONDITIONS. ACCURATE PASS THROUGH GRANT ACCOUNTING IS ESSENTIAL TO MAINTAIN COMPLIANCE WITH
AUDITING STANDARDS AND GRANTOR REQUIREMENTS.

DerFINITION AND PURPOSE

PASS THROUGH GRANT ACCOUNTING IS DESIGNED TO ENSURE THAT FUNDS TRANSFERRED TO SUBRECIPIENTS ARE PROPERLY
ACCOUNTED FOR AND THAT EXPENDITURES ALIGN WITH THE GRANT’S OBJECTIVES. THE PURPOSE IS TO PROVIDE TRANSPARENCY
AND ACCOUNTABILITY FOR ALL PARTIES INVOLVED, MITIGATING THE RISKS OF MISUSE OR MISALLOCATION OF GRANT FUNDS.

TYPES OF ENTITIES INVOLVED

ENTITIES INVOLVED IN PASS THROUGH GRANT ACCOUNTING TYPICALLY INCLUDE THE PRIMARY RECIPIENT (ALSO KNOWN AS THE
PASSTHROUGH ENTITY), SUBRECIPIENTS, AND GRANTORS. EACH PARTY HAS DISTINCT ROLES AND RESPONSIBILITIES IN THE
FINANCIAL MANAGEMENT LIFECYCLE OF THE GRANT.

® PRIMARY RECIPIENT: RECEIVES THE ORIGINAL GRANT AWARD AND MANAGES DISTRIBUTION TO SUBRECIPIENTS.



o SUBRECIPIENTS: RECEIVE FUNDS FROM THE PRIMARY RECIPIENT TO CARRY OUT GRANT-FUNDED ACTIVITIES.

* GRANTORS: PROVIDE FUNDING AND SET COMPLIANCE REQUIREMENTS.

Key COMPONENTS AND PROCESSES

EFFECTIVE PASS THROUGH GRANT ACCOUNTING ENCOMPASSES SEVERAL CRITICAL COMPONENTS AND PROCESSES THAT ENSURE
ACCURATE TRACKING AND REPORTING OF FUNDS. THESE ELEMENTS FORM THE BACKBONE OF A SOUND FINANCIAL MANAGEMENT
SYSTEM FOR PASS THROUGH GRANTS.

GRANT FUND ReCEIPT AND RECORDING

THE INITIAL STEP INVOLVES THE RECEIPT OF GRANT FUNDS FROM THE GRANTOR, WHICH MUST BE ACCURATELY RECORDED IN THE
ACCOUNTING SYSTEM. PROPER DOCUMENTATION INCLUDES GRANT AW ARD LETTERS, AGREEMENTS, AND ANY AMENDMENTS THAT
AFFECT FUNDING LEVELS OR TERMS.

SUBRECIPIENT SELECTION AND AGREEMENTS

PRIMARY RECIPIENTS MUST ESTABLISH AGREEMENTS WITH SUBRECIPIENTS THAT SPECIFY THE TERMS AND CONDITIONS FOR FUND
USAGE. THESE AGREEMENTS OUTLINE REPORTING REQUIREMENTS, ALLOWABLE COSTS, AND COMPLIANCE STANDARDS.

DISBURSEMENT AND TRACKING OF FUNDS

DISBURSING FUNDS TO SUBRECIPIENTS REQUIRES CAREFUL TRACKING TO ENSURE AMOUNTS CORRESPOND WITH APPROVED
BUDGETS AND GRANT CONDITIONS. ACCOUNTING SYSTEMS SHOULD ENABLE DETAILED TRACKING OF DISBURSEMENTS BY
SUBRECIPIENT, PROJECT, AND EXPENSE CATEGORY.

MONITORING AND REPORTING

ONGOING MONITORING INVOLVES REVIEWING SUBRECIPIENT FINANCIAL AND PERFORMANCE REPORTS TO VERIFY COMPLIANCE.
REPORTS MUST BE COMPILED PERIODICALLY AND SUBMITTED TO GRANTORS AS PART OF THE PASS THROUGH GRANT
ACCOUNTING PROCESS.

ReCONCILIATION AND CLOSEOUT

AT THE CONCLUSION OF THE GRANT PERIOD, RECONCILIATION OF ALL FINANCIAL ACTIVITY ENSURES THAT EXPENDITURES ALIGN
WITH FUNDS RECEIVED AND REPORTED. PROPER CLOSEOUT PROCEDURES INCLUDE FINAL REPORTING AND RESOLUTION OF ANY
OUTSTANDING ISSUES.

REGULATORY AND COMPLIANCE REQUIREMENTS

PASS THROUGH GRANT ACCOUNTING IS GOVERNED BY A COMPLEX FRAMEWORK OF FEDERAL REGULATIONS, STANDARDS, AND
GRANT POLICIES THAT DICTATE HOW FUNDS MUST BE MANAGED AND REPORTED. COMPLIANCE IS CRITICAL TO AVOID PENALTIES,
REPAYMENT OBLIGATIONS, OR LOSS OF FUTURE FUNDING.



FEDERAL REGULATIONS

THe UniForM GUIDANCE (2 CFR PART 200) ESTABLISHES UNIFORM ADMINISTRATIVE REQUIREMENTS, COST PRINCIPLES, AND
AUDIT REQUIREMENTS FOR FEDERAL AW ARDS, INCLUDING PASS THROUGH GRANTS. |T MANDATES SPECIFIC RESPONSIBILITIES FOR
BOTH PRIMARY RECIPIENTS AND SUBRECIPIENTS.

AUDIT AND REPORTING OBLIGATIONS

ORGANIZATIONS MANAGING PASS THROUGH GRANTS ARE SUBJECT TO AUDITS TO VERIFY COMPLIANCE WITH GRANT TERMS.
ACCURATE AND TIMELY FINANCIAL AND PERFORMANCE REPORTING IS REQUIRED TO DEMONSTRATE PROPER USE OF FUNDS AND
ADHERENCE TO REGULATIONS.

INTERNAL CONTROLS AND DOCUMENTATION

STRONG INTERNAL CONTROLS ARE ESSENTIAL TO ENSURE COMPLIANCE AND PREVENT FRAUD OR MISUSE. DOCUMENTATION MUST
BE MAINTAINED FOR ALL TRANSACTIONS, INCLUDING SUBRECIPIENT AGREEMENTS, DISBURSEMENT RECORDS, AND MONITORING
REPORTS.

BeEST PRACTICES FOR EFFECTIVE MANAGEMENT

IMPLEMENTING BEST PRACTICES IN PASS THROUGH GRANT ACCOUNTING ENHANCES FINANCIAL INTEGRITY AND SUPPORTS
SUCCESSFUL GRANT OUTCOMES. THESE PRACTICES HELP ORGANIZATIONS MANAGE RISKS AND FULFILL THEIR FIDUCIARY
RESPONSIBILITIES.

EsTABLISH CLEAR POLICIES AND PROCEDURES

DEVELOPING AND ENFORCING COMPREHENSIVE POLICIES AND PROCEDURES TAILORED TO PASS THROUGH GRANT ACCOUNTING
ENSURES CONSISTENCY AND COMPLIANCE ACROSS THE ORGANIZATION.

Use RoBUST ACCOUNTING SYSTEMS

EMPLOYING ACCOUNTING SOFTWARE CAPABLE OF TRACKING PASS THROUGH GRANT TRANSACTIONS BY SUBRECIPIENT, PROJECT,
AND FUNDING SOURCE FACILITATES ACCURATE AND EFFICIENT FINANCIAL MANAGEMENT.

ConNbucT ReEGULAR TRAINING

PROVIDING TRAINING FOR STAFF RESPONSIBLE FOR GRANT ADMINISTRATION AND ACCOUNTING IMPROVES UNDERSTANDING OF
REGULATORY REQUIREMENTS AND INTERNAL PROCESSES.

MAINTAIN OPEN COMMUNICATION

FOSTERING CLEAR COMMUNICATION CHANNELS BETWEEN PRIMARY RECIPIENTS, SUBRECIPIENTS, AND GRANTORS SUPPORTS
TRANSPARENCY AND TIMELY RESOLUTION OF ISSUES.



IMPLEMENT EFFECTIVE MONITORING AND EVALUATION

REGULARLY REVIEWING SUBRECIPIENT PERFORMANCE AND FINANCIAL REPORTS HELPS DETECT AND ADDRESS COMPLIANCE ISSUES
EARLY.

CoMMON CHALLENGES AND SOLUTIONS

MANAGING PASS THROUGH GRANT ACCOUNTING PRESENTS SEVERAL CHALLENGES THAT ORGANIZATIONS MUST ANTICIPATE AND
ADDRESS TO MAINTAIN COMPLIANCE AND FINANCIAL ACCURACY.

CoMPLEXITY oF COMPLIANCE REQUIREMENTS

THE INTRICATE AND EVOLVING REGULATORY LANDSCAPE CAN BE DIFFICULT TO NAVIGATE. STAYING INFORMED AND ENGAGING
COMPLIANCE EXPERTS CAN MITIGATE THIS CHALLENGE.

INCONSISTENT SUBRECIPIENT REPORTING

SUBRECIPIENTS MAY VARY IN THEIR CAPACITY TO PROVIDE TIMELY AND ACCURATE REPORTS. ESTABLISHING CLEAR
EXPECTATIONS AND PROVIDING TECHNICAL ASSISTANCE CAN IMPROVE REPORTING QUALITY.

DATA MANAGEMENT AND INTEGRATION

INTEGRATING PASS THROUGH GRANT DATA WITH OVERALL FINANCIAL SYSTEMS CAN BE PROBLEMATIC. UTILIZING COMPATIBLE
SOFTWARE AND STANDARDIZED DATA FORMATS ENHANCES DATA INTEGRITY.

Risk oF MISUSE or FRAUD

W ITHOUT PROPER CONTROLS, GRANT FUNDS MAY BE MISUSED. IMPLEMENTING SEGREGATION OF DUTIES, AUDITS, AND
MONITORING REDUCES FRAUD RISK.

ResoUrRCE CONSTRAINTS

LIMITED STAFFING AND FINANCIAL RESOURCES CAN HINDER EFFECTIVE MANAGEMENT. PRIORITIZING TRAINING AND LEVERAGING
TECHNOLOGY CAN OPTIMIZE RESOURCE UTILIZATION.

1. STAY INFORMED ON REGULATORY CHANGES AFFECTING PASS THROUGH GRANTS.
2. DEVELOP CLEAR SUBRECIPIENT MANAGEMENT PROCEDURES.

3. UTILIZE TECHNOLOGY TO AUTOMATE TRACKING AND REPORTING.

4. CONDUCT PERIODIC INTERNAL AUDITS AND RISK ASSESSMENTS.

5. ENGAGE STAKEHOLDERS THROUGH TRANSPARENT COMMUNICATION.



FREQUENTLY AskeD QUESTIONS

WHAT IS PASS-THROUGH GRANT ACCOUNTING?

PASS-THROUGH GRANT ACCOUNTING REFERS TO THE FINANCIAL MANAGEMENT AND REPORTING OF FUNDS THAT A PRIMARY
RECIPIENT RECEIVES FROM A GRANTOR AND SUBSEQUENTLY DISTRIBUTES TO SUB-RECIPIENTS OR THIRD PARTIES, ENSURING
COMPLIANCE WITH GRANT TERMS.

How DOES PASS-THROUGH GRANT ACCOUNTING DIFFER FROM DIRECT GRANT
ACCOUNTING?

PASS-THROUGH GRANT ACCOUNTING INVOLVES TRACKING AND REPORTING FUNDS THAT ARE PASSED ON TO SUB-RECIPIENTS,
WHEREAS DIRECT GRANT ACCOUNTING DEALS WITH FUNDS USED DIRECTLY BY THE PRIMARY RECIPIENT WITHOUT FURTHER
DISTRIBUTION.

\WHAT ARE THE KEY COMPLIANCE REQUIREMENTS IN PASS-THROUGH GRANT
ACCOUNTING?

KEY COMPLIANCE REQUIREMENTS INCLUDE PROPER DOCUMENTATION OF FUND DISTRIBUTION, ENSURING SUB-RECIPIENT ADHERENCE
TO GRANT TERMS, REGULAR MONITORING AND AUDITS, TIMELY REPORTING, AND MAINTAINING ACCURATE FINANCIAL RECORDS.

\WHICH ACCOUNTING STANDARDS APPLY TO PASS-THROUGH GRANT ACCOUNTING?

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) AND GOVERNMENT-SPECIFIC STANDARDS SUCH AS THE UNIFORM
GuIDANCE (2 CFR PART 200) OFTEN APPLY TO PASS-THROUGH GRANT ACCOUNTING TO ENSURE TRANSPARENCY AND
COMPLIANCE.

WHAT CHALLENGES ARE COMMONLY FACED IN PASS-THROUGH GRANT ACCOUNTING?

COMMON CHALLENGES INCLUDE TRACKING SUB-RECIPIENT EXPENDITURES, ENSURING TIMELY AND ACCURATE REPORTING,
MAINTAINING COMPLIANCE WITH MULTIPLE REGULATORY REQUIREMENTS, AND COORDINATING BETWEEN PRIMARY RECIPIENTS AND
SUB-RECIPIENTS.

How CAN TECHNOLOGY IMPROVE PASS-THROUGH GRANT ACCOUNTING?

TECHNOLOGY CAN AUTOMATE TRACKING, STREAMLINE REPORTING, ENHANCE COMPLIANCE MONITORING, PROVIDE REAL-TIME
VISIBILITY INTO FUND USAGE, AND REDUCE ERRORS THROUGH INTEGRATED ACCOUNTING AND GRANT MANAGEMENT SOFT\ ARE.

\WHAT ROLE DO SUB-RECIPIENTS PLAY IN PASS-THROUGH GRANT ACCOUNTING?

SUB-RECIPIENTS RECEIVE FUNDS FROM THE PRIMARY RECIPIENT AND ARE RESPONSIBLE FOR USING THE FUNDS ACCORDING TO THE
GRANT TERMS, MAINTAINING RECORDS, AND REPORTING BACK TO THE PRIMARY RECIPIENT TO ENSURE COMPLIANCE.

How SHOULD PASS-THROUGH FUNDS BE REPORTED IN FINANCIAL STATEMENTS?

P ASS-THROUGH FUNDS SHOULD BE REPORTED SEPARATELY, DETAILING AMOUNTS RECEIVED, DISTRIBUTED, AND ANY REMAINING
BALANCES, ALONG WITH NOTES ON COMPLIANCE AND SUB-RECIPIENT MONITORING AS REQUIRED BY ACCOUNTING STANDARDS.

WHAT BEST PRACTICES ENSURE EFFECTIVE PASS-THROUGH GRANT ACCOUNTING?

BEST PRACTICES INCLUDE ESTABLISHING CLEAR AGREEMENTS WITH SUB-RECIPIENTS, REGULAR TRAINING ON COMPLIANCE
REQUIREMENTS, IMPLEMENTING ROBUST MONITORING SYSTEMS, MAINTAINING DETAILED DOCUMENTATION, AND CONDUCTING
PERIODIC AUDITS.



ADDITIONAL RESOURCES

1. GRANT ACCOUNTING ESSENTIALS: A COMPREHENSIVE GUIDE FOR NONPROFITS

THIS BOOK PROVIDES A DETAILED OVERVIEW OF THE PRINCIPLES AND PRACTICES INVOLVED IN GRANT ACCOUNTING SPECIFICALLY
FOR NONPROFIT ORGANIZATIONS. |T COVERS TOPICS SUCH AS FUND ACCOUNTING, TRACKING GRANT EXPENDITURES, AND
COMPLIANCE WITH DONOR RESTRICTIONS. PRACTICAL EXAMPLES AND CASE STUDIES HELP READERS IMPLEMENT EFFECTIVE GRANT
MANAGEMENT SYSTEMS.

2. MASTERING PASS-THROUGH GRANT ACCOUNTING: STRATEGIES AND BEST PRACTICES

FOCUSED ON PASS-THROUGH GRANTS, THIS BOOK EXPLAINS THE UNIQUE CHALLENGES AND ACCOUNTING REQUIREMENTS
ASSOCIATED WITH MANAGING FUNDS THAT FLOW FROM ONE ORGANIZATION TO ANOTHER. |T OFFERS STRATEGIES FOR ACCURATE
REPORTING/ AUDITING/ AND MAINTAINING TRANSPARENCY. THE BOOK ALSO INCLUDES TEMPLATES AND CHECKLISTS FOR EFFICIENT
GRANT ADMINISTRATION.

3. NonPrROFIT FINANCIAL MANAGEMENT: PASS-THROUGH GRANTS AND BEYOND

THIS RESOURCE DELVES INTO THE FINANCIAL MANAGEMENT ASPECTS OF NONPROFITS, WITH A SPECIAL EMPHASIS ON PASS-
THROUGH GRANT ACCOUNTING. READERS WILL LEARN HOW TO HANDLE MULTI-LAYERED FUNDING, COMPLY WITH FEDERAL
REGULATIONS, AND PREPARE FINANCIAL STATEMENTS. THE BOOK IS IDEAL FOR FINANCIAL OFFICERS AND GRANT MANAGERS SEEKING
TO ENHANCE ACCOUNTABILITY.

4. ACCOUNTING AND REPORTING FOR FEDERAL GRANTS AND PASS-THROUGH AWARDS

DESIGNED FOR ENTITIES RECEIVING FEDERAL FUNDS, THIS BOOK EXPLAINS THE REGULATORY FRAMEWORK GOVERNING FEDERAL
GRANTS AND PASS-THROUGH AWARDS. |T INCLUDES GUIDANCE ON COST PRINCIPLES, AUDIT REQUIREMENTS, AND PERFORMANCE
REPORTING. THE TEXT IS SUPPLEMENTED WITH REAL-WORLD EXAMPLES AND GOVERNMENT AGENCY PERSPECTIVES.

5. THE CompLETE GUIDE TO GRANT COMPLIANCE AND ACCOUNTING

THIS COMPREHENSIVE GUIDE COVERS ALL ASPECTS OF GRANT COMPLIANCE, INCLUDING PASS-THROUGH GRANTS, FROM
APPLICATION TO CLOSEOUT. T HIGHLIGHTS KEY ACCOUNTING STANDARDS, INTERNAL CONTROLS, AND DOCUMENTATION
PRACTICES NECESSARY TO AVOID AUDIT FINDINGS. THE BOOK IS A VALUABLE TOOL FOR GRANT ADMINISTRATORS AND
ACCOUNTANTS.

6. FUND ACCOUNTING FOR GRANTS: MANAGING PASS-THROUGH FUNDING EFFECTIVELY

TARGETING FUND ACCOUNTANTS, THIS BOOK EXPLAINS HOW TO USE FUND ACCOUNTING SYSTEMS TO TRACK AND REPORT
PASS-THROUGH GRANT FUNDING ACCURATELY. |T DISCUSSES SOFTWARE OPTIONS, INTERNAL CONTROLS, AND RECONCILIATION
TECHNIQUES. READERS WILL GAIN INSIGHTS INTO MANAGING MULTIPLE FUNDING STREAMS WITH PRECISION.

7. PAss-THrROUGH GRANTS: FINANCIAL OVERSIGHT AND Risk MANAGEMENT

THIS BOOK ADDRESSES THE RISKS INVOLVED IN PASS-THROUGH GRANT ARRANGEMENTS AND OFFERS METHODS TO STRENGTHEN
FINANCIAL OVERSIGHT. TOPICS INCLUDE RISK ASSESSMENT, MONITORING SUBRECIPIENTS, AND IMPLEMENTING CORRECTIVE
ACTIONS. |T IS AN ESSENTIAL RESOURCE FOR GRANT COMPLIANCE OFFICERS AND AUDITORS.

8. PRACTICAL APPROACHES TO PASS-THROUGH GRANT ACCOUNTING AND AUDITING

COMBINING PRACTICAL ADVICE WITH AUDITING STANDARDS, THIS BOOK GUIDES PROFESSIONALS THROUGH THE COMPLEXITIES OF
PASS-THROUGH GRANT ACCOUNTING AND EXAMINATION. |IT PROVIDES CHECKLISTS, SAMPLE AUDIT PROCEDURES, AND REPORTING
TEMPLATES. THE FOCUS IS ON ENSURING ACCURACY AND COMPLIANCE IN FINANCIAL STATEMENTS.

9. GRANT MANAGEMENT AND ACCOUNTING FOR GOVERNMENT AND NONPROFIT ORGANIZA TIONS

THIS TEXT COVERS THE INTERSECTION OF GRANT MANAGEMENT AND ACCOUNTING FOR BOTH GOVERNMENT AGENCIES AND
NONPROFITS, INCLUDING PASS-THROUGH GRANTS. |T EXPLORES BUDGETING, FINANCIAL TRACKING, REPORTING REQUIREMENTS, AND
COLLABORATIVE GRANT ADMINISTRATION. CASE STUDIES ILLUSTRATE EFFECTIVE COORDINATION BETWEEN GRANTORS AND
RECIPIENTS.
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