Administrative Cost - LINK 1   


There is a 10 percent maximum for administrative costs as specified in Section 1011(j) of the Residential Lead-Based Paint Hazard Reduction Act of 1992 (Title X of the Housing and Community Development Act of 1992, Public Law 102-550).  Additional information about allowable administrative costs is provided below.

a.  Purpose.  The intent of this HUD grant program is to allow the grantee to be reimbursed for the reasonable direct and indirect costs, for the overall management of the grant.  In most instances the grantee, whether a state or a local government, principally serves as a conduit to pass funding to sub-grantees, which are to be responsible for conducting lead-hazard reduction work.  Program planning and management costs of sub-grantees and other sub-recipients are not included in the 10 percent maximum for grantee administrative costs.  Congress set a maximum of 10 percent of the total grant sum for the grantee to perform the function of overall management of the grant program, including passing on funding to sub-grantees.  The cost of that function, for the purpose of this grant, is defined as the "administrative cost" of the grant, and is limited to ten percent of the total grant amount.  The balance of ninety percent or more of the total grant sum is reserved for sub-grantees or other direct-performers of lead-hazard identification and reduction work including relocation.  For purposes of the Lead-Based Paint Hazard Control Grant Program, lead hazard identification and reduction includes lead paint inspection/risk assessments, interim controls, and abatement of lead hazards, clearance testing, and relocation.

b.  Administrative Costs: What They Are Not.  For the purposes of this HUD grant program for States and local governments to provide support for the evaluation and reduction of lead-hazards in low- and moderate-income, private target housing, the term "administrative costs" should not be confused with the terms "general and administrative cost," "indirect costs," "overhead," and "burden rate.”  These are accounting terms usually represented by a government-accepted standard percentage rate.  The percentage rate allocates a fair share of an organization's costs that cannot be attributed to a particular project or department (such as the chief executive's salary or the costs of the organization's headquarters building) to all projects and operating departments (such as the Fire Department, the Police Department, the Community Development Department, the Health Department or this program).  Such allocated costs are added to those projects' or departments' direct costs to determine their total costs to the organization.

c.  Administrative Costs: What They Are:  For the purposes of this HUD grant program, "Administrative Costs" are the grantee's allowable direct costs for the overall management of the grant program plus the allocable indirect costs.  The allowable limit of such costs that can be reimbursed under this program is 10 percent of the total grant sum.  Should the grantee's actual costs for overall management of the grant program exceed ten percent of the total grant sum, those excess costs shall be paid for by the grantee.  However, excess costs paid for by the grantee may be shown as part of the requirement for cost-sharing funds to support the grant.

d. Administrative Costs Definition:


(1) General:  Administrative costs are the allowable, reasonable, and allocable direct and indirect costs related to the overall management of the HUD grant for lead‑hazard reduction activities.  Those costs shall be segregated in a separate cost center within the grantee's accounting system, and they are eligible costs for reimbursement as part of the grant, subject to the ten percent limit.  Such administrative costs do not include any of the staff and overhead costs directly arising from specific sub-grantee program activities eligible under this NOFA, because those costs are eligible for reimbursement under a separate cost center as a direct part of project activities.


The grantee may elect to serve solely as a conduit to sub-grantees, who will in turn perform the direct program activities eligible under this NOFA, or the grantee may elect to perform all or a part of the direct program activities in other parts of its own organization, which shall have their own segregated, cost centers for those direct program activities.  In either case, not more than 10 percent of the total HUD grant sum may be devoted to administrative costs, and not less than 90 percent of the total grant sum shall be devoted to direct program activities.  The grantee shall take care not to mix or attribute administrative costs to the direct project cost centers.


(2) Specific.  Reasonable costs for the grantee's overall grant management, coordination, monitoring, and evaluation are eligible administrative costs.  Subject to the ten percent limit, such costs include, but are not limited to, necessary expenditures for the following goods, activities and services:


(a) Salaries, wages, and related costs of the grantee's staff, the staff of affiliated public agencies, or other staff engaged in grantee's overall grant management activities.  In charging costs to this category the recipient may either include the entire salary, wages, and related costs allocable to the program for each person whose primary responsibilities (more than 75% of their time) with regard to the grant program involve direct overall grant management assignments, or the pro rata share of the salary, wages, and related costs of each person whose job includes any overall grant management assignments.  The grantee may use only one of these two methods during this program.  Overall, grant management includes the following types of activities:


(i) Preparing grantee program budgets and schedules, and amendments thereto;


(ii) Developing systems for the selection and award of funding to sub-grantees and other sub-recipients;


(iii) Developing suitable agreements for use with sub-grantees and other sub-recipients to carry out grant activities;


(iv) Developing systems for assuring compliance with program requirements;


(v) Monitoring sub-grantee and sub-recipient activities for progress and compliance with program requirements;


(vi) Preparing presentations, reports, and other documents related to the program for submission to HUD;


(vii) Evaluating program results against stated objectives;


(viii) Providing local officials and citizens with information about the overall grant program; however, a more general education program, helping the public understand the nature of lead hazards, lead hazard reduction, blood-lead screening, and the health consequences of lead poisoning is a direct project support activity);


(ix) Coordinating the resolution of overall grant audit and monitoring findings; and


(x) Managing or supervising persons whose responsibilities with regard to the program include such assignments as those described in paragraphs (a) through (i).


(b) Travel costs incurred for official business in carrying out the overall grant management;


(c) Administrative services performed under third party contracts or agreements, for services directly allocable to grant management such as:  legal services, accounting services, and audit services;


(d) Other costs for goods and services required for and directly related to the overall management of the grant program; and including such goods and services as telephone, postage, rental of equipment, renter's insurance for the program management space, utilities, office supplies, and rental and maintenance (but not purchase) of office space for the program.


(e) The fair and allocable share of grantee's general costs that are not directly attributable to specific projects or operating departments such as salaries, office expenses and other related costs for local officials (e.g., mayor and city council members, etc.), and expenses for a city’s legal or accounting department which are not charged back to particular projects or other operating departments.  If a grantee has an established burden rate, it should be used; if not, the grantee shall be assigned a negotiated provisional burden rate, subject to final audit.

2. Indirect Cost

a. Purpose.   The intent of this HUD grant program is to allow the grantee to be reimbursed for the reasonable direct and indirect costs, for the overall management of the grant.  In most instances the grantee, whether a state or a local government, principally serves as a conduit to pass funding to sub-grantees, which are to be responsible for conducting lead-hazard reduction work.  Program planning and management costs of sub-grantees and other sub-recipients are not included in the 10 percent maximum for grantee administrative costs.  Congress set a maximum of 10 percent of the total grant sum for the grantee to perform the function of overall management of the grant program, including passing on funding to sub-grantees.  The cost of that function, for the purpose of this grant, is defined as the "administrative cost" of the grant, and is limited to ten percent of the total grant amount.  The balance of ninety percent or more of the total grant sum is reserved for sub-grantees or other direct-performers of lead-hazard identification and reduction work including relocation.  For purposes of the Lead-Based Paint Hazard Control Grant Program, lead hazard identification and reduction includes lead paint inspection/risk assessments, interim controls, and abatement of lead hazards, clearance testing, and relocation.

b. Indirect Cost: What they are not.  

c.
Indirect Costs: What they are.  They are those institutional costs, which are not readily identifiable with a particular project or activity but nevertheless are necessary for the general operation of the grantee and the conduct of the activities it performs.
d.
Definition.  

(1) General.  Indirect cost rate is simply a device for determining fairly and expeditiously, within boundaries of sound administrative principles, subject to governmental regulations, that proportion of an institution's costs, which should be borne by each of its projects or activities.

(2) To be chargeable to a Federal grant/contract, indirect costs must be: Allowable, Reasonable, and Allocable.


(3) To be allowable, costs must:  Be reasonable and allocable.  Conform to any limitations or exclusions set forth in the cost principals or the award.


(a) Be consistent with policies and procedures afforded all activities of the grantee


(b) Be accorded consistent treatment


(c) Be determined in accordance with General Accepted Accounting Principals (GAAP).


(d) Not already be included in a cost sharing or matching requirement


(e) Be adequately documented  


(4) To be Reasonable Costs.  A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the costs.  Some considerations might be:

(a) Effect on Federal program dollars

(b) Prudence under the circumstances

(c) Deviations from established practices

(5) To be Allocable Costs.  A cost is allocable to a Federal award if it is treated consistently with other costs incurred for the same purpose in like circumstances, shifting the costs between awards to overcome funding deficiencies is not allowed, and an allocable coat benefits a cost objective either directly or indirectly.

(a) Is incurred specifically for the award

(b) Benefits the award and other work and can be distributed based on benefits received

(c) Is necessary for the overall operation of the organization, although a direct relationship to a particular cost objective cannot be shown

