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Policy No:

RECOMMENDATION
Policy established to outline the administrative requirements for formulating, monitoring, and closing-out
fixed-price agreements.

RATIONALE/PURPOSE
N/A

STAKEHOLDERS
This policy applies to all personnel (employees, faculty, students, research staff, contractors and
collaborators) engaged in research, projects, activities conducted underthe auspices of Western
Michigan University whether the activities are conducted on or off campus.

HISTORY:
a) Effective date of current version: TBD
b) Date first adopted: November 2003
c) Revision history: N/A
d) Proposed date of next review: March 2022

CURRENT POLICY MODIF¡CATION (additions in bold and deletions with strikethrough):
There is a level of risk involved in these types of agreements because the institution must
complete all work, even if there are cost overruns. However, the institution may retain any
unexpended balance that remains after the contracted work is complete. The Principal lnvestigator
should work through the Office of the Vice President for Research during the planning stages of
contract development and negotiation to ensure the accuracy of the contract terms and
conditions.

Characteristics of a Fixed-Price Agreement:
Fixed-price agreements will typically have the following characteristics:

. are similar to purchase orders where a work product is delivered, i.e., container of chemicals or a
computer;

. are routine in nature;

. have a well defined statement of work;

. are where the outcome is relatively certain;

. have a failure rate of next to zero;

. are where the University bears the risk that a routine project does not come within the "costs" and
the University has to cover those costs;

. normally short-term in nature (< less than 1 year);and

. costs are normally known; and

. costs include all fringe benefits costs and the appropriate facilities and administrative (F &
A)costs.
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The Prineipal lnvestigater sheuld werk threugh the Offiee ef Researeh and Spensered Pregrams during
the planning stages ef eentraet develepment and negetiatien te enssre the aeeuraey ef the eentraet terms
and eenditiens,

The fellewing are vitally irnpertant in the fermulatien ef the fiNed priee agreement and sheuld be

. The eest strueture and payment sehedule prevides fer;
;

e eareful planning and timing ef reeeipt ef funds;
e use ef simple and elear werding in eempensatien elause; ne reem fer in{erpretatien; and
e suffieient eash flew te keep the prejeet en traek'

. The seepe ef werk and sehedule ef deliverables/euteemes sheuld:
e net make premises the Prineipal lnvestigater ean't deliver;
e refrain frem guaranteeing eertain results and use language sueh as "best effeñs";
e aveid ambigueus language- be speeifle abeut the euteemes antieipated;
e net agree te deadlines that the Prineipal lnvestigater er the University Business effiees

eannetl¡ve-up+€;-end
e aveid agreeing te the submissien ef finaneial reperts,

@
e de net typieally require a submissien ef an itemized budget te the spenser; hewever fer

internalmenitering an itemized budget i+required; and
e de earry F&Â eests eensistent with the University's rate peliey en F&A eest,

Monitoring the Fixed-Price Agreement:
It is the responsibility of the Principal lnvestigator to properly monitor the timing of tasks, deliverables, and
final reporting of results. Mest fixed priee agreements inelude a elause er speeial terms seetien regarding
the submissien and/er aeeeptanee ef a final repert er preduet, This is usually tied te the final payment' lf
the terms are net met as previded by this seetien, then fixed priee er net' the institutien has vielated the

submissien er any vielatien ef the eentraet terms then the respensiþle unit will reimburse the apprepriate
iens

Te elese eut a fixed priee agreement all prejeet aetivity must be eempleted, This ineludes;
. the eempletien ef all deliverables required under the fixed priee agreement;
. all eests in fulfilling the requirements-ef the award have been eharged te the aeeeunt;
. the reeeipt ef full payment frern the spenser; and
. the F&¡\ eests have been reeevered at the Universig's eurrent federally negetiated rate te the

extent funds are available,

aeeeunt-

Residual Balances:
lfthereisaresidualbalanceinthefixed.priceaccount'
@anyuncollectedF&AwillbefirstrecoveredfromthebalancebyWMU.
The remaining balance minus any F & A will be transferred to the fund and cost center designated
to the principal investigator's research discretionary account (i.e. WRAP account) unless the
project was initiated as part of a research center and will be designated to that center in writing at
the time of contract execution following any required approvals.
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Cost Overruns:
lf there is a cost overrun in the fixed-price account the amount must be covered by the Principal
lnvestigator and/or department @
Non-Receipt of Sponsor Funds:
lf the sponsor does not pay in full, the Principal Investigator and/or department an¿ø+++¡neipal
l¡vest¡g€t€r must cover the deficit amount.

RELATED PROCEDURES AND GUIDELINES
Fixed-Price Agreement Procedures (will be linked when it is completed)
WMU Research Acceleration Program (WRAP) Procedure (will be linked when it is completed)

ACCOUNTABILITY
lf there is a cost overrun in the fixed-price account, the amount must be covered by the Principal
lnvestigator and/or department. lf the sponsor does not pay in full, the Principal lnvestigator and/or
department. must cover the deficit amount.

REFERENCES
OMB Uniform Guidance 2 CFR 200 (UG)
Federal Acquisition Requlation (FAR)

RELATED POLICIES
WMU Research Acceleration Program (WRAP) Policy (will be linked when it is completed)

KEY DEFI NITIONS/GLOSSARY
A fixed-price agreement is an agreement where the contractor pays a firm price for the agreed-upon
work, regardless of the ultimate cost to complete the project. There is a level of risk involved in these
types of agreements because the institution must complete all work, even if there are cost overruns.
Hewever, the institutien may retain any unexpended balanee that remains after the eentraeted werk is

sheuld use OMB Gireular Ne, A 21 as a guide te determine the allewable eests ef the prejeet, Use ef ¡\21

priee, With respeet te awards, A 21 is ineerperated inte federal grants and eest reimbursernent eentraets;
but sheuld net be ineerperated inte fixed priee agreements, whetherfederaler nen federal, This is
beeause sueh agreernents sheuld net be beund by the prier appreval requirernents in A 21, The fixed
priee is the basis fer payment, The eests ineurred are net subjeelte eemplianee with eest prineiples after

priee eentraet is subjeet te FederalAequisitien Regulatien (FAR) en the develepment ef eests and prieing,
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