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There are no Michigan statutes requiring or articulating subgrant monitoring.  All public schools are required to submit to MDE an annual, independently prepared audit of school revenues and expenditures.  Schools that exceed the threshold for receipt of federal revenues are required to also complete and submit to MDE a Single Audit of federal programs.  The Michigan Auditor General completes a Single Audit of MDE administered federal programs, including the Charter Schools Program (CSP), and makes recommendations to MDE regarding any findings and questioned costs.

Within the PSAU, subgrantee desk monitoring occurs on every subgrant award beginning with review of the application, prior to the award being made, e.g. that applicants or schools have required nonprofit Articles of Incorporation and that the applicant has applied to an eligible charter authorizer for a charter.  After the award is made, funds are only released to subgrantees following desk review using the Funds Release Document protocol.  The Funds Release Document is individually created for all planning grant awardees.  The document includes procurement of contact information for all persons that serve on the board of directors and in leadership positions of the nonprofit corporation. Members of the nonprofit board, as well as persons identified as members of the planning team are checked through the Excluded Parties List System (EPLS) online, available through the United States General Services Administration. If an educational service provider (ESP) is identified, contact person(s) with the ESP and known key individuals in that organization are also checked through the EPLS to ensure that none of the identified individuals are excluded parties. The names of the organizations involved in the application and proposed school are also checked through the EPLS.  In addition, the protocol also requires copies of board approved policies, contracts, complete/accurate/allowable management plan tasks and connected budget entries based on EDGAR. 
 Monitoring for each project includes:

· Required modification in each project to ensure that the subgrant application identifies project goals/objects, or more recently tasks, outcomes and deliverables, including an appropriate Narrative, Management Plan and Budget identifying activities and funding.  When necessary, all three portions of the application may be required to be modified before subgrant funds may be released for draw down.

· Monthly Status Reports are required to be submitted to the MDE by all Planning Grant subgrantees.  These reports indicate funds expended, tasks completed and ongoing, a financial report, inventory or durable goods, and leadership changes.  These reports are reviewed by PSAU personnel who communicate concerns with subgrantees.

· Monitoring of drawdowns when appropriate.
· Monitoring of drawdowns may result in a more detailed review of expenditures and/or onsite monitoring of the subgrantee.

· End of Stage 1 and 2 Progress Reports for Planning Grant subgrantees and Mid-Year and Final Progress Reports for Implementation and Dissemination Grant subgrantees.   This is a detailed monitoring of all transactions that includes reviewing invoices, timesheets, cancelled checks, and payroll statements for accuracy and to ensure the expenditures were connected to an approved management plan task.  Copious records, both electronic and hard copied are submitted, reviewed, and filed.  Planning Grant subgrantees must modify and improve their required narrative responses in addition to successfully completing the End of Stage 1 Progress Report process before Stage 2 funds are released.
· Onsite monitoring of the subgrant projects occurs whenever the PSAU has sufficient concerns. 

· The final Fiscal Report includes a review of the Final Expenditure Reports (FER) submitted in the Cash Management System (CMS) where there is a deviation in a major line item of the project that exceeds 10% of the approved line item in the final approved budget.

As PSAs in Michigan are treated as LEAs, they are subject to the same monitoring and oversight by MDE as all other public school districts with regard to compliance with special education requirements, Title I and Title II, and other federal program requirements.  Monitoring by MDE of these programs at the PSAs occurs according to the schedule for monitoring and oversight implemented by the responsible area of MDE, e.g. the Office of Special Education and Early Intervention Services, and the Office of Field Services. 
According to the Revised School Code, Parts 6a, 6c, and Part 16, PSA authorizers and boards of directors are responsible for ensuring that the schools that they authorize and lead are in compliance with all applicable state and federal requirements.  Most authorizers have sophisticated systems in place to monitor and oversee that the schools authorized comply with law and contracts.  Schools with less than perfect records of compliance risk revocation or nonrenewal of their authorizing contracts at expiration of the term. 

Monitoring of Subgrantee Performance Objectives

Performance objectives for each subgrant project are identified in the application Management Plan and monitored through monthly Status Reports and progress reports required to be submitted by subgrantees.  Management Plans are reviewed and must be approved by PSAU staff before funds are released to the subgrantee.  Management Plans are required to include: 1) tasks and activities by identified stage of the project; 2) products resulting from those tasks; 3) a time-line for task completion.  Proposed budgets must relate directly to the tasks identified in the Management Plan.  Required reports require subgrantees to report progress and barriers to progress for each task. Subgrantees must report on the progress specific to the achievement of the tasks and products identified, including funds expended to accomplish those tasks.    PSAU staff monitors all reports and provide feedback, request additional information and/or approve acceptance of the reports.  P&I subgrant funds may be withheld for subgrantees where they have failed to provide reports satisfactory to PSAU staff.  If costs are questioned, PSAU may request that funds be returned if the subgrantee cannot respond completely to PSAU’s satisfaction. 

Implementation and dissemination subgrantees are required to provide progress reports at two points in the project period, mid-year and following the end of the project period

The PSAU’s procedure had been to either complete an onsite visit or meet face to face with a representative from every dissemination subgrant project.  

Identification of High Risk Subgrantees

Periodic monitoring (see related policy) of PSA subgrants may lead to identification of high risk subgrantees. Criteria for identification of high risk subgrants include:

· Anomalies in stage reports such as (but not limited to) lack of proper documentation, significant deviation from the approved project plan, material changes in leadership on the project, inability to document board oversight

· Excessive delays in meeting requirements for funds release

· Failure to submit required reports

· Repeated inaccuracies in submitted reports

Subgrantees identified as “high risk” are subject to corrective action and/or additional monitoring including on-site visits.

Corrective Action

Action resulting from review of unsatisfactory or non-submitted reports includes the requirement that the subgrantee develops and implements a Plan of Correction (POC) or meet directly with PSAU personnel in response to findings, questioned costs or other concerns identified by the PSAU.  The POC or meeting must address the specific findings or recommendations of the PSAU and it must be acceptable to the PSAU in addressing and resolving the issues.  

The PSAU works closely with the Office of Financial Management (OFM), which is broadly responsible for assuring that PSAU is compliant with federal grant requirements. When the PSAU identifies concerns or questions costs that may require follow up beyond a POC, PSAU staff work closely with the OFM supervisor to implement a plan of action based upon past practice and procedure.  This has included placing a hold on subgrant funds approved in order to prevent further drawdowns pending revision of a POC and submission of additional documentation by a subgrantee to the PSAU.  Required payback of funds may be triggered by a subgrantee’s failure to file an accurate Final Expenditure Report and/or accurately complete the Final Progress Report process that documents allowable transactions equaling or exceeding the total disbursements. When payback is required, the PSAU also works with the Office of Financial Management to assure that the school is aware of the steps that may be taken by MDE to recover funds.  Most actions required are in response to a subgrantee’s failure to comply with fiscal requirements rather than failure to achieve performance objectives, though this could occur. 
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