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REVISED POLICY — SPRING 2022
GRANT FUNDS

Reference: 2 CFR 200.112, 200.302, 200.310, 200.403, 200.404 and 200.406
Compliance Supplement for Single Audits of State and Local Governments
20 U.S.C. 7906

The Board of Directors shall provide equal educational opportunities for all students within the
Academy. Government agencies, as well as foundations, businesses, and individuals,
periodically offer both human and material resources to the Academy that would benefit
students and the educational program. Therefore, it is the intent of the Board to consider
grant proposals and applications for their potential to enhance educational opportunities, the
educational environment, and the physical and mental growth for each student.

The Educational Service Provider shall review new Federal education legislation and prepare
proposals for programs s/he deems would be of aid to the students of this Academy. The
Board shall approve each proposal prior to its submission and all grants resulting from such
proposals.

The Board regards available Federal funds of aid to local school districts, public school
academies, and communities as a public trust. The Board forbids the use of Federal monies
for partisan political activities or for any use that is not in accordance with Federal regulations
and guidelines.

No Federal funds received by the Academy shall be used to develop or distribute materials to
operate programs or courses of instruction directed at youth that are designed to promote or
encourage sexual activity, whether homosexual or heterosexual; to distribute or to aid in the
distribution by any organization of legally obscene materials to minors on Academy grounds;
to provide sex education or HIV-prevention education (unless that instruction is age-
appropriate) and includes the health benefits of abstinence; or to operate a program of
contraceptive distribution.

Grant Proposal Development

A. All grant proposals must support at least one (1) Academy goal or priority.

B. For projects where grant funds will not cover the entire cost of project
implementation, additional fund sources must be identified, documented,
and approved during the internal review process.

C. Each grant proposal shall be reviewed and approved by the Educational
Service Provider prior to submission to the funding source.

Grant Administration

A. The administration of grants will adhere to all applicable Federal, State,
local, and grantor rules and regulations, including the terms and conditions
of the Federal awards, as well as Academy policies and administrative
procedures/guidelines.

B. The Educational Service Provider is responsible for the efficient and
effective administration of grant awards through the application of sound

© National Charter Schools Institute
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management practices.

C. The Educational Service Provider is responsible for administering grant
funds in a manner consistent with underlying agreements, applicable
statutes, regulations, and program objectives, and the terms and conditions
of the grant award.

D. The Academy, in recognition of its unique combination of staff, facilities, and
experience, shall employ internal controls and the organizational and
management strategies necessary to assure proper and - efficient
administration of grant awards.

E. All Federal funds received by the Academy will be used in accordance with
the applicable Federal law and regulations and the terms and conditions of
the Federal award. The Educational Service Provider shall require that
each draw of Federal monies be aligned with the Academy’s payment
process (whether reimbursement, cash advance or a combination). If funds
are permitted to be drawn in advance, all draws will be as close as
administratively feasible to the related program expenditures and that, when
restricted, such monies are used to supplement programs and funding and
not to supplant or replace existing programming or current funding.

Maintenance of Effort (MOE) and Maintenance of Equity (MOEquity)
requirements of the Federal program will be met in accordance with
the requirements of the specific funded program. The Academy shall
maintain appropriate documentation and records to substantiate
compliance or to justify allowable exceptions, exemptions, or waivers.

F. The Educational Service Provider is authorized to sign related
documents for grant administration, including documents required for
submittal of grant proposals.

G. Written amendments requiring the Educational Service Providers
signature shall be presented to the Board for approval.

H. Employee positions established through the use of grant funding may
terminate if and when the related grant funding ceases.

I Program reports including but not limited to audit, site visits, and final
reports may be submitted to the Educational Service Provider for
review and distribution to the Board and other appropriate parties.

Financial Management

The financial management of grant funds shall be in compliance with all applicable Federal,
State, local, KRESA, and grantor rules, regulations, and assurances as well as Academy
policies and administrative procedures/guidelines.

At a minimum, the Academy shall provide for the following:

A. Identification, in Academy accounts, of all grant awards received and
expended and the programs under which they were received. For Federal
programs and awards, identification shall include the Catalog of federal

© National Charter Schools Institute
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Domestic Assistance (CFDA) title and number, Federal award identification
number and year, name of the Federal agency and name of the pass-
through entity, as applicable.

B. The Academy shall develop a procurement policy (or revise its current
procurement policy) to comply with all grants which it is awarded. Further, to
the extent applicable, the Academy shall adhere to the requirements of the
Education Department General Administrative Regulations.

C. Accurate, current, and complete disclosure of the financial results of each
Federal award or program in accordance with the reporting requirements of
the grant.

D. Records that adequately identify the source and application of funds

provided for Federally-funded activities. These records must contain
information pertaining to Federal awards, authorizations, obligations,
unobligated balances, assets, expenditures, income and interest and be
supported by source documentation.

E. Effective control over, and accountability for, all funds, property, and other
assets. The Academy must adequately safeguard all assets and assure that
they are used solely for authorized purposes.

Further, the Academy must:

1. establish and maintain effective internal control over the Federal
award that provides reasonable assurance that the Academy is
managing the Federal award in compliance with Federal statutes,
regulations, and the terms and conditions of the Federal award;

2. comply with Federal statutes, regulations and the terms and
conditions of the Federal award;

3. evaluate and monitor the Academy’s compliance with statutes,
regulations and the terms and conditions of the Federal award;

4. take prompt action when instances of noncompliance are identified
including noncompliance identified in audit findings;

take reasonable measures to safeguard protected personally identifiable
information and other information the Federal awarding agency or pass-
through entity designates as sensitive consistent with applicable Federal,
State, local, and tribal laws regarding privacy and obligations of
confidentiality.

F. Comparison of expenditures with budget amounts for each Federal award.

G. Recordkeeping and written procedures to the extent required by Federal,
State, local, and grantor rules and regulations pertaining to the grant award
and accountability, including but not limited to, the following areas:

1. cash management

2. allowability
© National Charter Schools Institute
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3. conflict of interest
4. procurement
5. equipment management

6. conducting technical evaluations of proposals and selecting
recipients

7. compensation and fringe benefits
8. travel
H. Disclosure of any potential conflict of interest and all mandatory violation
disclosures potentially affecting the Federal award/grant to the Federal
awarding agency or pass-through agency in accordance with applicable

Federal policy.

l. Insurance coverage for real property and equipment, if applicable,
equivalent to such property owned by the Academy.

Program Income

Program income means gross income earned by a grant recipient that is directly
generated by a supported activity or earned as a result of the Federal award during the
grant’s period of performance.

It includes, but is not limited to, income from fees for services performed, the use or
rental of real or personal property acquired under Federal awards, the sale of
commodities or items fabricated under a Federal award, license fees and royalties on
patents and copyrights, and principal and interest on loans made with Federal award
funds. Interest earned on advances of Federal funds is not program income. Except as
otherwise provided in Federal statutes, regulations, or the terms and conditions of the
Federal award, program income does not include rebates, credits, discounts, and
interest earned on any of them. Additionally, taxes, special assessments, levies, fines,
and other such revenues raised by a recipient are not program income unless the
revenues are specifically identified in the Federal award or Federal awarding agency
regulations as program income. Finally, proceeds from the sale of real property,
eguipment, or supplies are not program income.

Unless it has received prior approval to use a different method or the terms and conditions of
the grant authorize a different method, the Academy uses the deduction method of
accounting for program income. Under the deduction method, program income is deducted
from total allowable costs to determine the net allowable costs. Program income will only be
used for current costs unless the Academy is otherwise directed by the Federal awarding
agency or pass-through entity.

Adopted 2/11/14
Revised 3/8/16; 7/12/16
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REVISED POLICY — SPRING 2022

REVISED POLICY — FALL 2021

REVISED POLICY — EDGAR REVISIONS - SPRING 2021

COST PRINCIPLES - SPENDING FEDERAL FUNDS

Reference:

2 CFR 200.216, 2 CFR. 200.344(b), 2 CFR. 200.403-.407, 200.413(a)-(c), 200.430(a), 200.431(a),
200.439(b)(2), 200.458, 2 CFR 200.474(b)
34 CFR 76.707-.708(a), 75.703

The Educational Service Provider is responsible for the efficient and effective administration of
grant funds through the application of sound management practices. Such funds shall be
administered in a manner consistent with all applicable Federal, State and local laws, the
associated agreements/assurances, program objectives and the specific terms and conditions
of the grant award.

Cost Principles

Except where otherwise authorized by statute, costs shall meet the following general criteria in
order to be allowable under Federal awards:

A.

Be necessary and reasonable for proper and efficient performance and
administration of the Federal award and be allocable thereto under these
principles.

To determine whether a cost is reasonable, consideration shall be given to:

1. whether a cost is a type generally recognized as ordinary and
necessary. for the operation of the Academy or the proper and
efficient performance of the Federal award;

2. the restraints or requirements imposed by such factors as sound
business practices, arm’s length bargaining, Federal, State, local,
tribal and other laws and regulations;

3. market prices for comparable goods or services for the geographic
area,;
4. whether the individuals concerned acted with prudence in the

circumstances considering their responsibilities; and

5. whether the cost represents any significant deviation from the
established practices or Board policy which may unjustifiably
increase the expense.

While Federal regulations do not provide specific descriptions of what
satisfies the “necessary” element beyond its inclusion in the reasonableness
analysis above, whether a cost is necessary is determined based on the
needs of the program. Specifically, the expenditure must be necessary to
achieve an important program objective. A key aspect in determining
whether a cost is necessary is whether the Academy can demonstrate that
the cost addresses an existing need, and can prove it.

© National Charter Schools Institute
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When determining whether a cost is necessary, consideration may be given
to whether:

a. the cost is needed for the proper and efficient performance of the
grant program;

b. whether the cost is identified in the approved budget or application;

C. whether there is an educational benefit associated with the cost;

d. whether the cost aligns with identified needs based on results and

findings from a needs assessment;

e. whether the cost addresses program goals and objectives and is
based on program data.

A cost is allocable to the Federal award if the goods or services involved are
chargeable or assignable to the Federal award in accordance with the
relative benefit received. This standard is met if the cost: is incurred
specifically for the Federal award; benefits both the Federal award and
other work of the Academy and can be distributed in proportions that
may be approximated using reasonable methods; and is necessary to
the overall operation of the Academy and is assignable to the Federal
award in accordance with cost principles mentioned here.

B. Conform to any limitations or exclusions set forth in the cost principles in
Part 200 or in the terms and conditions of the Federal award, including
prohibitions regarding costs incurred for telecommunications and
video surveillance services or equipment.

C. Be consistent with policies and procedures that apply uniformly to both
Federally-financed and other activities of the Academy.

D. Be accorded consistent treatment. A cost cannot be assigned to a Federal
award as a direct cost if any other cost incurred for the same purpose in like
circumstances has been allocated to a Federal award as an indirect cost
under another award.

E. Be determined in accordance with generally accepted accounting principles.
F. Be representative of actual cost, net of all applicable credits or offsets.

The term “applicable credits” refers to those receipts or reductions of
expenditures that operate to offset or reduce expense items allocable to the
Federal award. Typical examples of such transactions are: purchase
discounts; rebates or allowances; recoveries or indemnities on losses; and
adjustments of overpayments or erroneous charges. To the extent that
such credits accruing to or received by the State relate to the Federal
award, they shall be credited to the Federal award, either as a cost
reduction or a cash refund, as appropriate.

G. Be not included as a match or cost-share, unless the specific Federal
program authorizes Federal costs to be treated as such.

H. Be adequately documented:
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1. in the case of personnel services, the Educational Service Provider
shall implement a system for Academy personnel to account for time
and efforts expended on grant funded programs to assure that only
permissible personnel expenses are allocated,;

2. in the case of other costs, all receipts and other invoice materials
shall be retained, along with any documentation identifying the need
and purpose for such expenditure if not otherwise clear.

l. Be incurred during the approved budget period.

The budget period means the time interval from the start date of a
funded portion of an award to the end date of that funded portion during
which recipients are authorized to carry out authorized work and
expend the funds awarded, including any funds carried forward or other
revisions pursuant to the law. Prior written approval from the Federal
awarding agency or State pass through entity may be required to carry
forward unobligated balances to subsequent budget periods, unless
waived.

Selected Items of Cost

The Educational Service Provider shall follow the rules for selected items of cost at 2 C.F.R.
Part 200, Subpart E when charging these specific expenditures to a Federal grant. When
applicable, the Educational Service Provider shall check costs against the selected items of
cost requirements to ensure the cost is allowable. In addition, State, Academy and program-
specific rules, including the terms and conditions of the award, may deem a cost as
unallowable and Academy personnel shall follow those rules as well.

The following rules of allowability must apply to equipment and other capital
expenditures:

A. Capital expenditures for general purpose equipment, buildings, and land
are unallowable as direct charges, except with the prior written approval of
the Federal awarding agency or pass-through entity.

B. Capital expenditures for special purpose equipment are allowable as direct
costs, provided that items with a unit cost of $5,000 or more have the prior
written approval of the Federal awarding agency or pass-through entity.

C. Capital expenditures for improvements to land, buildings, or equipment
that materially increase their value or useful life are unallowable as a direct
cost except with the prior written approval of the Federal awarding agency,
or pass-through entity.

D. All Federally-funded contracts in excess of $2,000 related to construction,
alterations, repairs, painting, decorating, etc. must comply with Davis-
Bacon prevailing wage requirements.

E. Allowability of depreciation on buildings, capital improvements, and
equipment shall be in accordance with 2 CFR 200.436 and 2 CFR 200.465.
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F.

When approved as a direct cost by the Federal awarding agency or pass-
through entity under Sections A-C, capital expenditures will be charged in
the period in which the expenditure is incurred, or as otherwise
determined appropriate and negotiated with the Federal awarding agency.

If the Academy is instructed by the Federal awarding agency to otherwise
dispose of or transfer the equipment, the costs of such disposal or
transfer are allowable.

Cost Compliance

The Educational Service Provider shall require that grant program funds are expended and are
accounted for consistent with the requirements of the specific program and as identified in the
grant application. Compliance monitoring includes accounting for direct or indirect costs and
reporting them as permitted or required by each grant. Costs incurred for the same purpose
in like circumstances shall be treated consistently as either direct or indirect costs, but
may not be double charged or inconsistently charged as both.

Determining Whether a Cost is Direct or Indirect:

A.

Direct costs are those costs that can be identified specifically with a
particular final cost objective, such as a Federal award, or other internally or
externally funded activity, or that can be directly assigned to such activities
relatively easily with a high degree of accuracy.

These costs may include: salaries and fringe benefits of employees working
directly on a grant-funded project; purchased services contracted for
performance under the grant; travel of employees working directly on a
grant-funded project; materials, supplies, and equipment purchased for use
on a specific grant; program evaluation costs or other institutional
service operations; and infrastructure costs directly attributable to the
program (such as long distance telephone calls specific to the program,
etc.). Direct costs may also include capital expenditures if approved by
the Federal awarding agency or pass-through entity, as well as capital
expenditures for special purpose equipment with a unit cost of less
than $5,000.

Indirect costs are those that have been incurred for a common or joint
purpose benefitting more than one cost objective, and not readily
assignable to the cost objectives specifically benefitted, without effort
disproportionate to the results achieved. Costs incurred for the same
purpose in like circumstances shall be treated consistently as either direct
or indirect costs.

These costs may include: general data processing, human resources, utility
costs, maintenance, accounting, etc.

Federal education programs with supplement not supplant provisions must
use a restricted indirect cost rate. In a restricted rate, indirect costs are
limited to general management costs. General management costs do not
include divisional administration that is limited to one component of the
Academy, the Board, compensation of the School Leader, compensation of
the chief executive officer of any component of the Academy, and operation
of the immediate offices of these officers.
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The salaries of administrative and clerical staff should normally be treated
as indirect costs. Direct charging of these costs may be appropriate only if
all of the following conditions are met:

1. Administrative or clerical services are integral to a project or activity.

2. Individuals involved can be specifically identified with the project or
activity.

3. Such costs are explicitly included in the budget or have the prior

written approval of the Federal awarding agency.

4, The costs are not also recovered as indirect costs.
Where a Federal program has a specific cap on the percentage of administrative costs that
may be charged to a grant, that cap shall include all direct administrative charges as well as
any recovered indirect charges.
Effort should be given to identify costs as direct costs whenever practical, but allocation of
indirect costs may be used where not prohibited and where indirect cost allocation is approved
ahead of time by the Michigan Department of Education (MDE) or the pass-through entity
(Federal funds subject to 2 C.F.R. Part 200 pertaining to determining indirect cost allocation).
Equipment and other capital expenditures are unallowable as indirect costs.

Timely Obligation of Funds

Financial obligations are orders placed for property and services, contracts and subawards
made, and similar transactions that require payment. This term is used when referencing a
recipient's or subrecipient's use of funds under a Federal award.

The following list illustrates when funds are determined to be obligated under the U.S.
Department of Education ("USDOE") regulations:

If the obligation is for:

A. Acquisition of property - on the date which the Academy makes a binding
written commitment to acquire the property.

B. Personal services by an employee of the Academy or Educational Service
Provider - when the services are performed.

C. Personal services by a contractor who is not an employee of the Academy
on the date which the Academy makes a binding written commitment to
obtain the services.

D. Performance of work other than personal services - on the date when
the Academy makes a binding written commitment to obtain the work.

E. Public utility services - when the Academy receives the services.
F. Travel - when the travel is taken.
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G. Rental of property - when the Academy uses the property.
H. A pre-agreement cost that was properly approved by the Secretary

(USDOE) under the cost principles in 2 C.F.R. Part 200, Subpart E - Cost
Principles - on the first day of the project period.

Period of Performance

All financial obligations must occur during the period of performance. Period of performance
means the total estimated time interval between the start of an initial Federal award
when the Academy is permitted to carry out the work authorized by the grant and the
planned end date. The period of performance may include one or more funded portions
or budget periods. The period of performance is dictated by statute and will be indicated in the
grant award notification ("GAN"). As a general rule, State-administered Federal funds are
available for obligation within the year that Congress appropriates the funds for. However,
given the unigue nature of educational institutions, for many Federal education grants, the
period of performance is twenty-seven (27) months. This maximum period includes a fifteen
(15) month period of initial availability, plus a twelve (12) month period for carryover. For direct
grants, the period of performance is generally identified in the GAN.

In the case of a State-administered grant, financial obligations under a grant may not be made
until the application is approved or is in substantially approvable form, whichever is later.
In the case of a direct grant, a grantee may use grant funds only for obligations it makes
during the grant period, unless an agreement exists with the awarding agency or the pass-
through entity (e.g., MDE) to reimburse for pre-approval expenses.

If a Federal awarding agency or pass-through entity approves an extension, or if the
Academy extends under C.F.R. 200.308(e)(2), the Period of Performance will be amended
to end at the completion of the extension. If a termination occurs, the Period of
Performance will be amended to end upon the effective date of termination. If a renewal
is issued, a distinct Period of Performance will begin.

For both State-administered and direct grants, regardless of the period of availability, the
Academy shall liquidate all financial obligations incurred under the award not later than ninety
(90) days after the end of the funding period unless an extension is authorized. Any funds not
obligated within the period of performance or liquidated within the appropriate timeframe are
said to lapse and shall be returned to the awarding agency. Consequently, the Educational
Service Provider shall closely monitor grant spending throughout the grant cycle.

Adopted 7/12/16
Revised
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REVISED POLICY — SPRING 2022
REVISED POLICY — EDGAR REVISIONS - SPRING 2021
PROCUREMENT — FEDERAL GRANTS/FUNDS

Reference: 2 C.F.R. 200.317 - .326, Appendix Il to Part 200
2 C.F.R. 200.520

Procurement of all supplies, materials, equipment, and services paid for from Federal funds or
Academy matching funds shall be made in accordance with all applicable Federal, State, and
local statutes and/or regulations, the terms and conditions of the Federal grant, Board policies,
and administrative procedures.

The Educational Service Provider shall have and use a procurement and contract
administration system in accordance with the USDOE requirements (2 CFR 200.317-.326),
including affirmative steps for small and minority businesses and women’s business
enterprises, for the administration and management of Federal grants and Federally-funded
programs. The Educational Service Provider shall maintain oversight that requires contractors
to perform in accordance with the terms, conditions, and specifications of their contracts or
purchase orders. Except as otherwise noted, procurement transactions shall conform to the
provisions of the Academy’s documented general purchasing Policy 6320 and AG 6320.

All Federally-funded contracts in excess of $2,000 related to construction, alteration,
repairs, painting, decorating, etc. must comply with Davis-Bacon prevailing wage
requirements.

All Academy employees, whether employed by the Board or by an Educational Service
Provider, all officers of the Academy, and all agents of the Academy who have purchasing
authority shall abide by the standards of conduct covering conflicts of interest and governing
the actions of its employees, whether employed by the Board or by an Educational Service
Provider, officers, and agents engaged in the selection, award, and administration of contracts
as established in Policy 1130 and Policy 3110 — Conflict of Interest.

The Academy will avoid acquisition of unnecessary or duplicative items. Additionally,
consideration shall be given to consolidating or breaking out procurements to obtain a more
economical purchase. And, where appropriate, an analysis shall be made of lease versus
purchase alternatives, and any other appropriate analysis to determine the most economical
approach. These considerations are given as part of the process to determine the allowability
of each purchase made with Federal funds.

To foster greater economy and efficiency, the Academy may enter into State and local
intergovernmental agreements where appropriate for procurement or use of common or shared
goods and services.

Competition

All procurement transactions for the acquisition of property or services required under a
Federal award paid for from Federal funds or Academy matching funds shall be conducted in a
manner that encourages full and open competition and that is in accordance with good
administrative practice and sound business judgement. In order to promote objective
contractor performance and eliminate unfair competitive advantage, the Academy shall exclude
any contractor that has developed or drafted specifications, requirements, statements of work,
or invitations for bids or requests for proposals from competition for such procurements.
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Some of the situations considered to be restrictive of competition include, but are not limited to,
the following:

A. unreasonable requirements on firms in order for them to qualify to do
business;

B. unnecessary experience and excessive bonding requirements;

C. noncompetitive pricing practices between firms or between affiliated
companies;

D. noncompetitive contracts to consultants that are on retainer contracts;

E. organizational conflicts of interest;

F. specification of only a “brand name” product instead of allowing for an “or

equal” product to be offered and describing the performance or other
relevant requirements of the procurement; and

G. any arbitrary action in the procurement process.

Further, the Academy does not use statutorily or administratively imposed State, local, or tribal
geographical preferences in the evaluation of bids or proposals, unless (1) an applicable
Federal statute expressly mandates or encourages a geographic preference; or (2) the
Academy is contracting for architectural and engineering services, in which case geographic
location may be a selection criterion provided its application leaves an appropriate number of
qualified firms, given the nature and size of the project, to compete for the contract.

To the extent that the Academy uses a pre-qualified list of persons, firms or products to acquire
goods and services that are subject to this policy, the pre-qualified list includes enough
qualified sources as to ensure maximum open and free competition. The Academy allows
vendors to apply for consideration to be placed on the list continuously.

The Academy shall require that all prequalified lists of persons, firms, or products which
are used in acquiring goods and services are current and include enough qualified
sources to provide maximum open and free competition. The Academy shall not
preclude potential bidders from qualifying during the solicitation period.

Solicitation Language (Purchasing Procedures)

The Academy shall have written procurement procedures that require that all solicitations
made pursuant to this policy incorporate a clear and accurate description of the technical
requirements for the material, product, or service to be procured. Such description shall not, in
competitive procurements, contain features which unduly restrict competition. The description
may include a statement of the qualitative nature of the material, product or service to be
procured and, when necessary, shall set forth those minimum essential characteristics and
standards to which it shall conform if it is to satisfy its intended use. Detailed product
specifications should be avoided if at all possible.

When it is impractical or uneconomical to make a clear and accurate description of the

technical requirements, a “brand name or equivalent” description may be used as a means to

define the performance or other salient requirements of procurement. The specific features of

the named brand which shall be met by offers shall be clearly stated; and identify all
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requirements which the offerors shall fulfill and all other factors to be used in evaluating bids or

proposals.

The Academy will not approve any expenditure for an unauthorized purchase or contract.
Procurement Methods

The Academy shall have and use documented procedures, consistent with the standards
described above for the following methods of procurement:

A.

B.

Informal Procurement Methods

When the value of the procurement for property or services under a
Federal award does not exceed the simplified acquisition threshold, or a
lower threshold established by the State, formal procurement methods are
not required. The Academy may use informal procurement methods to
expedite the completion of its transactions and minimize the associated
administrative burden and cost. The informal methods used for
procurement of property or services at or below the simplified acquisition
threshold include:

1. Micro-purchases

Procurement by micro-purchase is the acquisition of supplies or services,
the aggregate dollar amount of which does not exceed $10,000. To the
maximum extent practicable, the Academy should distribute micro-
purchases equitably among qualified suppliers. Micro-purchases may be
made without soliciting competitive quotations if Educational Service
Provider considers the price to be reasonable based on research,
experience, purchase history or other relevant information and
documents are filed accordingly. The Academy shall maintain
evidence of this reasonableness in the records of all purchases made by
this method.

2. Small Purchases

Small purchases include the acquisition of property or services, the
aggregate dollar amount of which is higher than the micro-purchase
threshold but does not exceed the simplified acquisition of the
State of Michigan competitive bid threshold Small purchase
procedures require that price or rate quotations shall be obtained from an
adequate number of qualified sources.

Academies are responsible for determining an appropriate
simplified acquisition threshold based on internal controls, an
evaluation of risk, and its documented procurement procedures
which must not exceed the threshold established in the Federal
Acquisition Regulations (FAR). When applicable, a lower simplified
acquisition threshold used by the non-Federal entity must be
authorized or not prohibited under State, local, or tribal laws or
regulations.

Formal Procurement Methods
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When the value of the procurement for property or services under a
Federal award exceeds the simplified acquisition threshold, or a lower
threshold established by the State, formal procurement methods are
required. Formal procurement methods require following documented
procedures. Formal procurement methods also require public advertising
unless a non-competitive procurement method can be used in accordance
with the standards on competition in C.F.R. 200.319 or non-competitive
procurement. The formal methods of procurement are:

1.

Sealed Bids

Sealed, competitive bids shall be obtained when the purchase of, and
contract for, single items of supplies, materials, or equipment which
amounts more than to the amount allowed by Michigan statute and when
the Board determines to build, repair, enlarge, improve, or demolish an
academy building/facility the cost of which will exceed the amount
allowed by Michigan statute.

In order for sealed bidding to be feasible, the following conditions shall
be present:

a. a complete, adequate, and realistic specification or purchase
description is available;

b. two (2) or more responsible bidders are willing and able to compete
effectively for the business; and

c. the procurement lends itself to a firm fixed price contract and the
selection .of the successful bidder can be made principally on the
basis of price.

When sealed bids are used, the following requirements apply:

a. Bids shall be solicited in accordance with the provisions of State law
and Policy 6320. Bids shall be solicited from an adequate number of
qualified suppliers, providing sufficient response time prior to the date
set for the opening of bids. The invitation to bid shall be publicly
advertised.

b. The invitation for bids will include product/contract specifications and
pertinent attachments and shall define the items and/or services
required in order for the bidder to properly respond.

c. All bids will be opened at the time and place prescribed in the
invitation for bids; bids will be opened publicly.

d. A firm fixed price contract award will be made in writing to the lowest
responsible bidder. Where specified in bidding documents, factors
such as discounts, transportation cost, and life cycle costs shall be
considered in determining which bid is lowest. Payment discounts
may only be used to determine the low bid when prior experience
indicates that such discounts are usually taken.
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e. The Board reserves the right to reject any or all bids for sound
documented reason.

2. Proposals

Procurement by proposals is a method in which either a fixed price
or cost-reimbursement type contract is awarded. Proposals are
generally used when conditions are not appropriate for the use of sealed
bids or in the case of a recognized exception to the sealed bid method.
(See Policy 6320 for competitive bid procedures.)

If this method is used, the following requirements apply:

a. Requests for proposals shall be publicized and identify all evaluation
factors and their relative importance. Any response to the publicized
requests for proposals shall be considered to the maximum extent
practical.

b. Proposals shall be solicited from an adequate number of sources.

c. The Academy shall use its written method for conducting technical
evaluations of the proposals received and for selecting recipients.

d. Contracts shall be awarded to the responsible firm whose proposal is
most advantageous to the program, with price and other factors
considered.

The Academy may use competitive proposal procedures for
qualifications-based procurement of architectural/engineering (A/E)
professional services whereby competitors' qualifications are evaluated
and the most qualified competitor is selected, subject to negotiation of
fair and reasonable compensation. The method, where price is not used
as a selection factor, can only be used in procurement of A/E
professional services. It cannot be used to purchase other types of
services though A/E that firms are a potential source to perform the
proposed effort.

3. Noncompetitive Procurement
Procurement by noncompetitive proposals allows for solicitation of a
proposal from only one source and may be used only when one or more
of the following circumstances apply:
a. micro-purchases

b. the item is available only from a single source

c. the public exigency or emergency for the requirement will not permit
a delay resulting from publicizing a competitive solicitation

d. the Federal awarding agency or pass-through entity expressly
authorizes noncompetitive proposals in response to a written request
from the Academy
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e. after solicitation of a number of sources, competition is determined to
be inadequate.

Domestic Preference for Procurement

As appropriate and to the extent consistent with law, the Academy shall, to the extent
practicable under a Federal award, provide a preference for the purchase, acquisition, or
use of goods, products, or materials produced in the United States. Such requirements
shall be included in all subawards including all contracts and purchase orders for work
or products under the Federal award.

Contract/Price Analysis

The Academy shall perform a cost or price analysis in connection with every procurement
action in excess of $250,000, including contract modifications. A cost analysis generally means
evaluating the separate cost elements that make up the total price, while a price analysis
means evaluating the total price, without looking at the individual cost elements.

The method and degree of analysis is dependent on the facts surrounding the particular
procurement situation; however, the Academy shall come to an independent estimate prior to
receiving bids or proposals.

When performing a cost analysis, the Academy shall negotiate profit as a separate element of
the price. To establish a fair and reasonable profit, consideration is given to the complexity of
the work to be performed, the risk borne by the contractor, the contractor’'s investment, the
amount of subcontracting, the quality of its record of past performance, and industry profit rates
in the surrounding geographical area for similar work.

Time and Materials Contracts

The Academy uses a time and materials type contract only (1) after a determination that no
other contract is suitable; and (2) if the contract includes a ceiling price that the contractor
exceeds at its own risk. Time and materials type contract means a contract whose cost to the
Academy is the sum of the actual costs of materials, and direct labor hours charged at fixed
hourly rates that reflect wages, general and administrative expenses, and profit.

Since this formula generates an open-ended contract price, a time-and-materials contract
provides no positive profit incentive to the contractor for cost control or labor efficiency.
Therefore, the Academy sets a ceiling price for each contract that the contractor exceeds at its
own risk. Further, the Academy shall assert a high degree of oversight in order to obtain
reasonable assurance that the contractor is using efficient methods and effective cost controls.

Suspension and Debarment

The Academy will award contracts only to responsible contractors possessing the ability to
perform successfully under the terms and conditions of the proposed procurement. All
purchasing decisions shall be made in the best interests of the Academy and shall seek to
obtain the maximum value for each dollar expended. When making a purchasing decision, the
Academy shall consider such factors as (1) contractor integrity; (2) compliance with public
policy; (3) record of past performance; and (4) financial and technical resources.
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The Educational Service Provider shall have the authority to suspend or debar a
person/corporation, for cause, from consideration or award of further contracts. The Academy
is subject to and shall abide by the nonprocurement debarment and suspension regulations
implementing Executive Orders 12549 and 12689, 2 CFR Part 180.

Suspension is an action taken by the Academy that immediately prohibits a person from
participating in covered transactions and transactions covered under the Federal Acquisition
Regulation (48 CFR chapter 1) for a temporary period, pending completion of an agency
investigation and any judicial or administrative proceedings that may ensue. A person so
excluded is suspended. (2 CFR Part 180 Subpart G)

Debarment is an action taken by the Educational Service Provider to exclude a person from
participating in covered transactions and transactions covered under the Federal Acquisition
Regulation (48 CFR chapter 1). A person so excluded is debarred. (2 CFR Part 180 Subpart
H)

The Academy shall not subcontract with or award subgrants to any person or company who is
debarred or suspended. For contracts over $25,000, the Academy shall confirm that the
vendor is not debarred or suspended by either checking the Federal government’s System for
Award Management, which maintains a list of such debarred or suspended vendors at
www.sam.gov; collecting a certification from the vendor; or adding a clause or condition to the
covered transaction with that vendor. (2 CFR Part 180 Subpart C)

Bid Protest

The Academy maintains the following protest procedures to handle and resolve disputes
relating to procurements and, in all instances, discloses information regarding the protest to the
awarding agency.

A bidder who wishes to file a bid protest shall file such notice and follow procedures prescribed
by the Request For Proposals (RFPs) or the individual bid specifications package, for
resolution. Bid protests shall be filed in writing with the Educational Service Provider within
seventy-two (72) hours of the opening of the bids in protest.

Within five (5) days of receipt of a protest, the Educational Service Provider shall review the
protest as submitted and render a decision regarding the merits of the protest and any impact
on the acceptance and rejection of bids submitted. Notice of the filing of a bid protest shall be
communicated to the Board and shall be so noted in any subsequent recommendation for the
acceptance of bids and awarding of contracts.

Failure to file a notice of intent to protest, or failure to file a formal written protest within the time
prescribed, shall constitute a waiver of proceedings.

Maintenance of Procurement Records

The Academy shall maintain records sufficient to detail the history of all procurements. These
records will include, but are not necessarily limited to the following: rationale for the method of
procurement, selection of contract type, contractor selection or rejection, and the basis for the
contract price (including a cost or price analysis).

Adopted 7/12/16
Revised 5/14/18; 4/28/21
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