Subrecipient or Contractor Determination

Overview: Determination of subrecipient or contractor classification is conducted within
the institution through review of grant proposal materials and discussions with grant
project personnel. In some instances, the funding agency and specific solicitation may
have additional stipulations that will need to be considered. This classification is important
to ensure proper award monitoring and compliance processes are being met for all parties
throughout the post-award phase.

Definitions and Classifications (Based on Uniform Guidance 2 CRF, Part 200)

Subrecipient/Subaward: A subaward is established for the purpose of carrying out a
portion of award activities and has a financial assistance relationship with the pass-
through entity (i.e., fiscal host/sponsor, lead institution for award). See the definition of
Subaward in § 200.1. Characteristics that support the classification of the entity as a
subrecipientinclude, but are not limited to

(1) carries out a portion of a grant project or program
(2) Has responsibility for grant programmatic decision-making

(3) Is responsible for adherence to applicable grant program requirements, tracking, and
reporting

(4) Implements a program for a public purpose specified in authorizing statute (state or
federal), as opposed to providing goods or services for the benefit of the pass-through
entity.

Contractor: A contractor may be obtained to support a grant project to acquire goods and
services for the recipient's or subrecipient's use and creates a procurement relationship
with a contractor. Characteristics that support a procurement relationship between the
recipient or subrecipient and a contractor include, but are not limited to, when the
contractor:

(1) Provides the goods and services within normal business operations
(2) Provides similar goods or services to many different purchasers
(3) Normally operates in a competitive environment

(4) Provides goods or services that are ancillary to the implementation of a grant project or
program


https://www.ecfr.gov/current/title-2/section-200.1

(5) Is not subject to compliance requirements as a result of the grant agreement; however,
similar requirements may apply for other reasons.

Important Considerations:

e Subawards require additional monitoring and compliance, and in turn, pose greater
risk to the institution.

e *Particularly relevant for federal and state grants, subawardees may request
indirect/F&A funding within their subaward budgets based on either their federally
negotiated rate, de minimis rate, or the maximum indirect percentage allowed by the
funding agency. Additionally, the fiscal host (lead institution) can also charge an
indirect rate to the subaward on the first $25,000 of the subaward. Minnesota North
College currently uses the federal de minimis rate of 15%.

*This consideration is subject to the funding agency and solicitation guidelines pertaining to indirect charges
and allowable expenses.



