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PURPOSE

The purpose of this policy is to describe the policies and procedures for the administration of sub-awards in support of research projects that are funded by federal funds. These policies and procedures are intended to ensure compliance with procurement policies, government regulations, and the terms of individual research agreements and provide for adequate monitoring of the activities of sub-recipients.

DEFINITIONS

Sub-recipient: A non-Federal entity that expends Federal awards received from a pass-through entity to carry out a Federal program, but does not include an individual that is a beneficiary of such a program. 

Sub-award:  The funds forwarded from the pass-through entity (ACHRI) to the sub-recipient, used to carry out the Federal program. 

Sub-contract: For purposes of conforming to language in Federal OMB Circulars, this word is not interchangeable with “sub-recipient”. This represents funds paid to a vendor.

Key Research Personnel

Sub-award administration consists of pre-award activities (negotiation and preparation of sub-awards) and post-award activities (subsequent administration, accounting, and monitoring of sub-awards).  The responsibilities of sub-award monitoring are shared by the following research areas: 

· Principal Investigator; 

· Research Institute Office; and

· Grant Accounting and Purchasing Office 

PROCEDURES

1. Establishing Sub-awards 
1.1. Sub-recipient and Vendor Determinations
ACHRI is required to distinguish between a sub-recipient and a vendor. Payments received for goods or services provided as a vendor are not considered sub-awards to sub-recipients. The Pre-award Administration Section of the Research Institute is responsible for making the initial determination concerning sub-recipient versus vendor classification. The guidelines provided in the table below are taken into consideration when determining whether payments constitute a federal award or payment for goods and services. 

	SUBRECIPIENT FACTORS 
	VENDOR FACTORS 

	Has responsibility for programmatic decision-making.
	Provides the goods or services within its normal business operations.

	Uses the federal funds to carry out its own program, as compared to providing goods or services for an ACHRI program.
	Provides similar goods or services to many different purchasers.

	Performance is measured against the objectives of the federal award.
	Operates in a competitive environment.

	Has responsibility to comply with applicable federal program requirements.
	Assumes the risk if performance is more costly or time consuming than expected.

	Exercises considerable discretionary judgment. 
	Not subject to the compliance requirements of the federal program.

	Distributes federal dollars further down the pipeline.
	Provides goods or services that are ancillary to the operation of the federal program. 


1.2. Principal Investigator 

When a contract or grant proposal is being prepared, the principal investigator must request a complete, signed statement of proposed work from any potential sub-recipient(s). Each statement of work must include a budget, a definition of time commitments, contact information, and technical information. The principal investigator is encouraged to solicit statements of work from several organizations. After receipt and evaluation of statements of work, the principal investigator must incorporate the statement of work and the budget into the proposal to the funding agency. After an award has been received, an additional specific prior written approval from the funding agency may be required to issue a sub-award. 

1.2.1. Issuing a Sub-award 

After the contract or grant is assigned an ACHRI account number by the Grant Accounting Office, the principal investigator must provide a document to the Research Institute containing the following information: 

· Sub-recipient's name and address; 

· Sub-recipient's requirements and deliverables; and 

· Principal investigator's signature. 

Verbal commitments should not be given to a potential sub-recipient until a properly executed Sub-award Agreement has been issued.

1.2.2. Large Sub-awards 

If the sub-award is on a federal contract and the sub-award is for $500,000 or more in aggregate and the sub-recipient is not a small business, the Research Institute Office/ Pre-award section will require a Small Business Subcontracting Plan from the sub-recipient. The Grant Accounting Office is responsible for monitoring the sub-recipients Small Business Subcontracting Plan.

1.3. Research Institute/Pre-award Section 
Following receipt of the sub-recipient information in section 2.2.1, the Pre-award section will prepare a Sub-award Agreement. In addition to the Research Institute required terms and conditions, the Sub-award Agreement may also contain many of the same terms and conditions as in the prime contract or grant (i.e. flow down provisions).  The Sub-award Agreement will identify the CFDA title and number, award name and number, award year, if the award is R&D, and name of Federal agency. The Research Institute will advise sub-recipients of requirements imposed on them by Federal laws, regulations, and the provisions of contracts or grant agreements as well as any supplemental requirements imposed by the Research Institute.  When some of this information is not available, the Research Institute shall provide the best information available to describe the Federal award. Appropriate signatures will be obtained on the Sub-award Agreement from the sub-recipient and authorized Research Institute official. A copy of the Sub-award Agreement is then forwarded to the Grant Accounting Office. 

1.4. Grant Accounting Office
The Grant Accounting Office will review the Sub-award Agreement to ensure agreement with the approved budget, and the validity of the account number.  The Grant Accounting Office will also process the Sub-award Agreement according to Research Institute purchasing policies and procedures and all applicable federal regulations, including but not limited to: 

· Federal Acquisition Regulations (FAR), Part 44, "Subcontracting Policies and Procedures"; 

· OMB Circular A-110, "Uniform Administrative Requirements for Grants and Cooperative Agreements"; 

· OMB Circular A-133, "Audits of Institutions of Higher Education and Other Non-Profit Organizations"; and

· OMB Circular A-122, “Cost Principles for Non-Profit Organizations”

 2. Changes to Sub-awards 
All requests for changes to sub-awards must be submitted in writing to the Research Institute Office/ Pre-award section. 
2.1. Sub-award Agreement Amendments 

A Sub-award modification, as defined below, that causes significant change in any of the terms of a Sub-award Agreement, during the contract period, will require a written amendment be executed. 

Sub-award Modifications are defined as: 

· Change in the scope of work;

· Change in PI responsible for the sub-award;

· Change in the expenditure level; 

· Cancellation of all or a portion of the sub-award; 

· Change of account number; or 

· Other changes, when it is in the best interests of the Research Institute to issue a modification. 

2.2. Procedures for changes to Sub-awards
The principal investigator will submit a Sub-award Modification notification, including a description of the changes and a justification, to the Research Institute Office/ Pre-award section. If a Sub-award Agreement Amendment is required, the Research Institute Office/ Pre-award section will prepare the Sub-award Agreement Amendment, obtain required signatures, and forward a copy of the Sub-award Agreement Amendment to the Grant Accounting Office for review and approval. If the request is approved a Sub-award Modification is issued. If the request is not approved, the Research Institute Office/ Pre-award section will work with the Grant Accounting Office to determine an appropriate course of action that will comply with all applicable policies and regulations. 

3. Monitoring Sub-recipients 
A sub-recipient is a legally constituted organization or institution that helps the prime recipient (grantee) carry out the scope of work identified in the proposal. The Research Institute shall monitor the activities of sub-recipients as necessary to ensure that Federal awards are used for authorized purposes in compliance with laws, regulations, and the provisions of contracts or grant agreements and that performance goals are achieved.  The Research Institute monitors sub-recipients for performance, costs, and compliance with applicable regulations including reporting requirements. In addition, as a prime recipient of federal grant funds the Research Institute is viewed as the sponsor of the activity and must monitor the activities of sub-recipients. OMB Circular A-133 "Audits of Institutions of Higher Education and Other Non-Profit Institutions" requires that the prime recipient be responsible for activities of the sub-recipients, monitor their performance, and review their audits.  However, circular A-133 does not specify techniques to be used to accomplish sub-recipient monitoring.  A variety of techniques may be used to accomplish the required objectives including:

· Reviewing routine financial and performance reports and coordinating such information,

· Documenting routine contacts such as telephone conversations, letters, meeting, etc…

· Receipt of written certification from sub-recipients, expending more than $300,000 per year in federal awards, ($500,000 for fiscal years ending after December 31, 2003) that they have met the requirements of Circular A-133.  This is currently required in each sub-award that is issued.

· Conducting site visits,

· Performing Limited Scope Audits,

· Using third-party information obtained from other awarding agencies which may have monitored or overseen a particular sub-recipient,

· Requiring additional documentation to support claims for reimbursement, particularly from sub-recipients receiving less than $300,000.

3.1. Principal Investigator 

The principal investigator has the shared responsibility of monitoring sub-recipients to ensure compliance with a) Federal regulations and b) both prime and sub-recipient award terms and conditions. 

3.2. Grant Accounting Offices 

The Grant Accounting Office is responsible for comparing actual costs to the sub-award budget and maintaining file copies of all cost documents pertaining to each sub-award, including Purchase Requisitions, Sub-award Agreements, Sub-award Agreement Amendments, and invoices. The Grant Accounting Office will obtain required financial statements from sub-recipients and review them for adequate internal controls, material weaknesses, and reportable conditions to determine if an adjustment to the Research Institute’s financial statements is required.  In addition, ACHRI will bill the sub-recipient for any questioned costs relating to the project that were identified in the sub-recipient's audit.

Sixty days prior to the end of the Institutes’ fiscal year, which is June 30, the Grant Accounting Office will provide the Research Institute Office a list of all applicable organizations that are required to submit a copy of their most recent audited organization-wide financial statements to the Institute and the Institute will request this documentation from each applicable organization.  If there is no response by the organization to the Research Institute’s request for this information by August 31 each year, then the organization risks the possibility of having any current agreements that may be in force cancelled or the Institute refusing to execute future agreements with the organization in question.

3.3. Research Institute Office

The Research Institute Office has the shared responsibility of monitoring sub-recipients to ensure compliance with a) Federal regulations and b) both prime and sub-recipient award terms and conditions.  In addition, after the Grant Accounting Office provides the Research Institute Office a list of all applicable organizations that are required to submit a copy of their most recent audited organization-wide financial statements to the Institute, the Research Institute Office will then request and monitor receipt of all requested financial audits and ensure they are on file.
3.3.1. Nonprofit Sub-recipients 

If the sub-recipient expends $300,000 or more in federal awards during the sub-recipient's fiscal year, ($500,000 for fiscal years ending after December 31, 2003) the sub-recipient must make a copy of its most recent audited organization-wide financial statements available to the Research Institute.  This documentation is requested in each sub-award that is issued by the Institute.  In addition, the Institute will also request this documentation from each applicable organization approximately 60 days prior to the end of the Institutes’ fiscal year, which is June 30.   Such audits must be conducted according to the guidelines of OMB Circular A-133.  If there is no response by the organization to the Research Institute’s request for this information by August 31 each year, then the organization risks the possibility of having any current agreements that may be in force cancelled or the Institute refusing to execute future agreements with the organization in question.

What if there is an Audit Finding?

If a sub-recipient's audit report reflects an audit finding, the sub-recipient must issue a Management Decision report regarding the audit findings to the Research Institute immediately.  Once the Research Institute has received the sub-recipient's Management Decision report, the Research Institute will issue a management decision on audit findings within six months and ensure that the sub-recipient takes appropriate and timely corrective action. At that time, the Research Institute will consider whether the sub-recipient’s audit necessitates adjustment of the Research Institute’s own records and the possibility of canceling any current agreements that may be in force or refusing to execute future agreements with the organization in question.  

3.3.2. For-profit Sub-recipients
OMB Circular A-133 does not apply to for-profit sub-recipients. The Research Institute is responsible for establishing requirements, as necessary, to ensure compliance by for-profit sub-recipients. The sub-award with the for-profit sub-recipient should describe applicable compliance requirements and the for-profit sub-recipient's compliance responsibility. Methods to ensure compliance for federal awards made to for-profit sub-recipients may include pre-award audits, monitoring during the sub-award, and post-award audits.

4. Payments to Sub-recipients 
Sub-recipient invoices must be submitted directly to the Research Institute Office/ Pre-award section who will then in turn submit the invoice to the appropriate PI for validation and processing in the internal project management system.  

The Research Institute Office/ Pre-award office, Grant Accounting Office: 

· Reviews each incoming invoice; 

· Verifies the account number; 

· Compares the actual cost to the sub-award budget; 

· Verifies the invoice contains all required information; and

· Electronically signs to indicate approval.

The Principal Investigator:

· Verifies the invoice is accurate; 

· Certifies the work being billed for was performed; 

· Verifies the costs are allowable; 

· Signs the invoice to indicate approval; and 

· Processes the invoice in the internal project management system. 

5. Close-out of Sub-awards 
Before a sub-award can be closed out, the Research Institute Office/ Pre-award section and Grant Accounting Office will: 

· Require the sub-recipient to sign a certification form indicating the sub-award has been billed in full and all the provisions of the Sub-award Agreement have been fulfilled; 

· Review the sub-award to ensure that all provisions have been met and all required reports have been submitted; and 

· Finalize any disposition of equipment. If title for the equipment is to pass to the Research Institute or the sub-recipient the accounting office will process all required documents. 

