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The purpose of this document is to communicate the University of Michigan’s guidelines pertaining to the programmatic and financial monitoring of its federally sponsored award subrecipients. A subrecipient is a third-party organization performing a portion of a University of Michigan sponsored project. A subrecipient may also be a recipient of other Federal awards directly from a Federal awarding agency. The terms of University of Michigan’s subrecipient relationships are documented in subaward agreements (also referred to as subrecipient agreements).

In accordance with the requirements contained within Title 2, Part 200 of the Code of Federal Regulations (2 CFR 200), hereinafter referred to as Uniform Guidance (UG), the University of Michigan is required to perform a series of monitoring efforts to ensure proper stewardship of federal funds. Those efforts include subrecipient/subaward vs contractor/contract/PO determinations, performing preaward subrecipient review and monitoring the programmatic activities of subrecipients throughout the life of each federal subaward.  Prior to December 26, 2014, guidance for monitoring federal subrecipients was provided by the Office of Management and Budget Circular A-133. Subawards are also subject to additional federal agency-specific regulations established by the prime sponsor. 
These procedures were developed to comply with the Uniform Guidance requirements.  These requirements will involve monitoring efforts from the Office of Contract Administration (OCA), Principal Investigators (PIs), departmental administrators, as well as other central offices.   These procedures don’t preclude additional monitoring efforts if there is any question about the subrecipient’s ability to ensure proper use and financial management of federal funds during any stage of the award.

This Guide includes the following step-by-step procedures along with identification of the appropriate office or individual responsible for carrying out that activity: 
PRE-SUBAWARD REQUIREMENTS
Subrecipient versus Contractor Determination (OCA/Procurement Services Responsible) 
· Perform analysis based on UG criteria and statement of work supplied by unit and determines whether the organization to receive federal funds under the project should be classified as subrecipient or contractor.
· The activity to write a subaward or contract (PO / hybrid PO) will be assigned to OCA or Procurement Services staff as appropriate depending on classification.
Determine if Cost Reimbursable or Fixed Amount Subaward (OCA Responsible)

-
Cost reimbursable subawards will be used in most cases.

-
Fixed amount subawards may only be used with prior written approval of the Federal awarding agency up to the Simplified Acquisition Threshold (currently $150K). Subawards must also meet the requirements of 2 CFR 200.201. Documentation supporting the use of a fixed amount subawards must be uploaded to the subaward file.
Pre-Subaward Review (OCAs Responsible) 
A pre-subaward review is required in the case of a subaward or amendment under a federally sponsored project subject to the requirements of 2 CFR 200 (Uniform Guidance), unless there is a current review for the organization in the subrecipient data base.

Check the U-M subrecipient database for an existing current review of the subrecipient organization.  If a current review exists, note the expiration date of the review in the subaward file and use it – this satisfies the requirement of pre-subaward review and no further steps are required. If there’s no review in the subrecipient database, or it’s expired, the following procedures need to be performed.
· Determine Assessment Path (Federal Single Audit [formerlyA-133] or Financial Questionnaire)
· If subrecipient is subject to the Federal Single Audit
· Go to the Federal Audit Clearinghouse (FAC) and download the subrecipient’s most recent report (most recent report should be within nine months of the end of the subrecipient’s most recent fiscal year.) Upload report to the U-M subrecipient data base.
· Review the report to see if there are findings that related/potentially related to U-M subawards. If there are findings that relate to UM subawards, the subaward will be subject to extra monitoring after the award is issued.
· If subrecipient is not subject to a Federal Single Audit
· The subrecipient must complete and return the Domestic or Foreign Financial Questionnaire to OCA, depending on the type of organization. In additional to asking financial, accounting, internal controls, and banking questions, the questionnaire also requests that various related documents be provided. A subaward will not be issued until the questionnaire has been completed, returned with requested documents, and reviewed.
· OCA reviews the completed questionnaire, financial statements, and documents and assigns a risk category of low or elevated. If an elevated risk category is assigned, the subaward will be subject to additional monitoring after the award is issued.
Determine Indirect Cost Rate (OCA Responsible)
-
If subrecipient has a current Federally-approved indirect cost rate (IDC) agreement

○
Review and upload current rate information to the subaward file and ensure the correct rate is used on the subaward budget.
○
Ensure rate is applied to Modified Total Direct Costs (MTDC) consistent with Federal standards. 

-
If subrecipient does not have a current Federally-approved IDC rate agreement

○
The subrecipient can submit an IDC rate proposal package to the Cost Reimbursement Office for analysis and negotiation. Ensure agreed rate is applied to MTDC.
○
If the subrecipient elects not to negotiate an IDC rate, or agreement cannot be reached on a rate, use the de minimis rate of 10 percent applied to MTDC. 
POST AWARD REQUIREMENTS
Receipt and Review of Subrecipient Invoices (OCA, F-SP, - AP, and PI Responsible)
· Accounts Payable will receive invoices from the subrecipient. If certain information is missing, Accounts Payable will inform OCA for resolution. If the invoice meets the Accounts Payable review critera, Accounts Payable enters it into the MPathways system as a pending status.
· Once the invoice has been entered into the MPathways system, it is forwarded to OCA who will check to ensure the invoice has, at a minimum, expenses broken down by budget category and that the expenses were incurred during the authorized budget period of the subaward. If  the invoice does not have the minimum requirements, the invoice will be returned to the subrecipient for correction. If the invoice is acceptable, F-SP will prepare a concurrence receipt and forward it, along with the invoice, to the PI for review and approval.

· The PI reviews and certifies to: allocability, allowability, indication of required cost sharing, reasonableness of costs, costs are within invoiced period, etc. as stated in standard certification/concurrence. The PI also certifies that the programmatic and financial aspects of the subaward’s progress are being monitored and are acceptable to the PI.

· F-SP receives the approved concurrence receipt back from PI and approves the invoice for payment in the MPathways system. The invoice and concurrence receipt are then sent to Imaging.

Programmatic Monitoring (PI Responsible)
· The PI is the individual with the ultimate responsibility for the administrative and programmatic aspects of the project including ensuring funds are spent in accordance with university and sponsor guidelines.
Annual Single Audit Reports (formerly A-133 Reports) and Financial Reviews (OCA Responsible)
-
If the subrecipient is subject to the federal Single Audit:
· Annual Single Audit reports are obtained and reviewed only for Single Audit organizations which have one or more U-M subawards active during the period covered by the audit.

· OCA will obtain the most recent Single Audit Report from the Federal Audit Clearing House.
· OCA will review the Single Audit Report and update the University Subrecipient Data Base with a risk category of “low” or “elevated”.

· If the risk assessment changes (either from low to elevated, or from elevated to low), the new risk assigned to the organization applies to all active project subawards for this particular organization, and the new risk level will be used for new subawards as they are issued.          

· For every instance where there are findings that relate to the subaward, OCA must document U-M’s management decisions in a management letter. This letter should then be sent to the Single Audit auditee organization. A copy should be kept on file.

· If the subrecipient is not subject to the federal Single Audit:
· All /non-Single Audit subawardees are required to provide annual information consisting of a) updated completed questionnaire and b) most recent financial statements, if available. OCA receives the documents, reviews for completeness, and updates the risk category on the University subrecipient data base (either low or elevated).
· If the risk assessment changes (either from low to elevated, or from elevated to low), the new risk assigned to the organization applies to all active project subawards for this particular organization, and the new risk level will be used for new subawards as they are issued.      
· Each non-Single Audit organization will only provide one updated completed questionnaire with financial statements each year regardless of how many U-M subawards that particular subawardee may have.
Appendix:
· Roles and Responsibilities

Glossary:
eRPM
electronic Research Proposal Management, is a U-M-ITS system to electronically create,
route, approve and submit Proposal Approval Forms (PAF) and other related documents. 
FAC


Federal Audit Clearinghouse

F-SP


Finance-Sponsored Programs

OCA


Office of Contract Administration, a unit within Finance-SponsoredPrograms

ORSP


Office of Research and Sponsored Programs

PO


Purchase Order

PI


Principal Investigator

SSC-AP

Shared Services Center-Accounts Payable

Subrecipient

“Subrecipient” sometimes refers to an organization that while not yet a “subrecipient” is




under review as a potential subrecipient for a specific U-M federal award(s).

UG


Uniform Guidance:  Title 2, Part 200 of the Code of Federal




Regulations (2 CFR 200)

U-M


University of Michigan
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