TEN  GENERALLY  UNKNOWN  FACTS  ABOUT  SUBCONTRACTS
__________________________________

1. Agencies are required to initially approve subcontracts in the budget.  Subcontracts are subject to the same restrictions as the prime award.  Specific example:  Subcontractors under NIH awards are required to certify that they have completed education for the protection of human research subjects.

2. Generally, we do not subcontract to for-profit entities which are in the business to provide the service to the public.  For-profit agreements should go through Purchasing where the appropriate IU terms and conditions will be added.  For-profit entities do not want to be held to federal requirements of Circular A-21, A-110 and A-133. (See handout “IS IT REALLY A SUBCONTRACT?”)  

3. Project directors are required to sign the subcontract document if it involves the commitment of IU funds.  They are not required to sign no-cost extensions.  (See flowchart “Subcontract Process”)
4. C&G initiates and signs all subcontracts under Bloomington and regional campus awards.  IUPUI handles their own.  This year we have seen a 37% increase over the number of subcontract agreements last year.  Fall is the busiest time.  It is not uncommon to have thirty or more agreements out for signature simultaneously.  Some terms require negotiation.  Process is slowed down if you don’t have:
a. Institutional letter of commitment

b. Workscope

c. Budget

d. Copy of subcontractor’s F&A (indirect cost) rate agreement 
5. We all share the responsibility to monitor subrecipients.

a. Departments approve subcontract invoices and ensure that expenditures are appropriate to the prime award.  

b. Project Director ensures that appropriate program milestones are met in line with the expenditure rate.
c. C&G collects audit reports of subrecipients and works with auditors when problems are found.
6. Departments are responsible for the correct usage of subcontract object codes.  Generally, only the first $25,000 of each subcontract expense is subject to indirect cost.  (See handout “SUBCONTRACT OBJECT CODES”) 
7. Subcontract expenses appear on the Indiana University annual A-133 audit report.

8. C&G collects audit reports or certifications of audit results from subrecipients of federal or federal pass through funds provided by IU.  They are reviewed by auditors from the Indiana State Board of Accounts and are filed in C&G for three years.

9. Disallowances can occur after an account has closed.
10. FDP subcontracts will be issued in 2004.
