Appendi x 2
Attachnent 2

24 CFR Part 84
OVERVI EW OF 24 CFR Part 84

Admi ni strative Requirements for
Grants and Agreements with Institutions of
H gher Education, Hospitals, and Q her
Non- Profit Organi zations

VWhat follows is a summary of sections of Part 84 that are inportant to
the administration of ESG grants. These descriptions only highlight aspects
of Part 84.

Cash Depositories - 24 CFR 84.22
Summary:

Provi des standards for the deposit of grant funds into banks and ot her
financial institutions.

Cui dance:

No eligibility requirenents may be established for the use of banks or
other financial institutions selected by recipients for the deposit of
grant funds.

Separate bank accounts are not required for the deposit of grant
funds.

As with States and | ocal governnments, nonprofit organizations are
encouraged to deposit grant funds into mnority-owned banks (banks
with at |east 50 percent minority ownership).

Bondi ng and I nsurance - 24 CFR 84. 48
Summary:

Sets m nimumthresholds for bid, perfornmance and paynent bonds in
connection with construction and inprovenents contracts over $100, 000,
whi ch contractors nmust nmeet to ensure, in case of default, the
compl eti on of general and subcontract work.

Gui dance:

A nonprofit's own bonding policy is acceptable, except that for
construction and i nprovenents contracts, contractors are required to
obtain a 5 percent bid bond, a 100 percent performance bond, and a 100
percent paynment bond. Bonds are to be obtained from acceptable
sureties (conpanies holding certificates of authority) pursuant to 31
CFR Part 223.
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Retenti on and Custodi al Requirenents for Records - 24 CFR 84.53



Summary:

Est abl i shes record mai nt enance requirenments subsequent to fina
financial reporting, property disposition, and resolution of clains
agai nst the grant.

Cui dance:

Access to grant records of a nonprofit organization shall be available
to HUD aut hori zed personnel and the Conptroller General of the U'S
Records nust be kept for at |least three years after subnission of the
final expenditure report, except where there is litigation, clains, or
findi ngs against the grant requiring a |longer period. In cases

i nvol vi ng nonexpendabl e personal property, the three-year period
starts with the final disposition of the property.

St andards for Financial Minagenent Systens - 24 CFR 84.21
Sunmary:

Prescri bes standards for financial nanagenent systens necessary for
the accountability of funds and property, allocability of costs,

mai nt enance of internal controls, and proper receipt and di sbursenent
of grant dollars.

CGui dance:

Reci pi ents' financial managenent systens shall provide for the
fol |l ow ng:

1. Accurate, current, and conplete disclosure of the financia
results of the ESG program The ESG Program Reports provide a
mechanismto report the financial status of each grant.

2. Records that identify adequately the source and application of
funds for ESG activities. These records nust contain information
pertaining to the award, obligations, unobligated bal ance,
assets, outlays, income, and interest.

3. Effective control over and accountability for all funds,
property, and ot her assets purchased with ESG funds. Recipients
shal | adequately safeguard all such assets and assure that they
are used solely for authorized purposes.
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4. Conparison of outlays with budget amobunts for each award. The
ESG Program Reports provide the mechanismto report this
i nformati on.

5.Witten procedures to mninize the tinme el apsing between the
recei pt of funds and the issuance of checks for program purposes
by the recipient.

6. Witten procedures for determning the reasonabl eness,
allocability, and allowability of costs in accordance with the



provisions of Circular A-122 and the ternms and conditions of the
awar d.

7. Accounting records including costs accounting records that are
supported by source docunentation

Payment Requirenents - 24 CFR 84.22
Summary:

Est abl i shes procedures and rul es governing the recei pt of grant
paynents by recipients and assures that obligations properly incurred
shal | be honored under the paynent system used by the recipient.

Gui dance:

Regardl ess of the nethod of paynent it uses, the recipient nust
institute procedures to nmnimze the tine required to disburse funds
in accordance with Treasury G rcular 1075. To eval uate conpliance
with the Treasury requirenment, HUD uses a standard of three days for
the di sbursenent of grant funds by the recipient.

Property Managenent Standards - 24 CFR 84. 30 through 84. 37
Sunmary:

Requires recipients to follow uniformstandards for using and

di sposing of real property and equi pment. Equi pnent is defined as
having a useful life of one year and a per unit value of $5,000 or
nor e.

CGui dance:

Reci pi ents must have source docunentation for expenditures associated
with real property or equi pment. For equi pnent, additional records
are to evidence HUD s participation in the original cost of the

equi prent, a description of the equipnent, a systemof coding or
taggi ng, a description of the equipnment's condition, a record of

bi -annual inventories, and property disposition procedures.

Real property may be used in the same project as long as it is needed.
When no | onger needed, disposition instructions should be requested,
and in nost cases the recipient should be required to sell the
property and conpensate its program account fromthe proceeds of the
sale in an anmount equal to the program s percentage of participation
in the original acquisition cost of the property.

A simlar approach is used in the disposition of equipment with a

val ue of $5,000 or nore. GCenerally, equipnent can be used in the sane
proj ect w thout conpensation to HUD, whether or not additional funding
is received fromHUD. When equiprment is no | onger needed in the sane
project and it cannot be used in any other Federally-assisted project
of the recipient, and the value of the property in question is |less
than $5, 000, the recipient nmay dispose of the equipnent and retain the
proceeds as m scel | aneous revenue.



When equi prent is no | onger needed in the sane project, cannot be used
in any other Federally-assisted project of the recipient, and the

val ue of the property in question is $5,000 or nore, disposition

i nstructions should be requested fromHUD. |If HUD does not provide
instruction in 120 days or HUD has no use for the equi pnent, the

reci pient may di spose of the equi pnent provided the ESG account is

rei mbursed by applying to the sales price or fair market value of the
equi prrent an anount equal to the percentage of HUD s participation in
the original acquisition price of the equipnent.

Procurenent - 24 CFR 84.40 through 84. 48
Summary:

Est abl i shes standards and gui delines for the procurenent of supplies,
equi pnent, construction, and services to ensure that they are obtained
as economcally as possible, that their procurenment is through an open
and conpetitive process, and that contracts are managed with good

admi ni strative practices and sound busi ness judgenent.

Cui dance:

Reci pients are allowed to use their own procurenent procedures as |ong
as those procedures conformto the provisions of the regul ations.

Reci pients must maintain a systemto handl e di sputes, protests, and
other matters arising out of its contracts; mmintain a code of conduct
to prevent conflicts of interest (personal, financial, and

organi zational ); and use solicitations which are clear and accurately
describe the materials, products or services being procured.
Reci pi ents must use some formof cost or price analysis in connection
with each of its procurenments. They nust be able to justify
procurenents awarded on a nonconpetitive basis and justify the
awar di ng of procurenents by bid on a basis other than the | owest bid.

Reci pients must initiate positive efforts to use small and

m nority-owned business to the maxi mum extent possible; include al
applicabl e contract provisions in contracts; and not use

cost - pl us-percentage of cost contracts.

The regul ations outline four methods for maki ng procurenments under
grants:

Smal | Purchase Procedures
To be used for procurenent that is relatively sinple in nature
where conpetition may be realized through price quotes from
qual ified sources and the cost of the contract is $25,000 or
| ess.
Conpetitive Seal ed Bids (Formal Adverti sing)

To be used for procurenent that lends itself to bidders
responding strictly to specifications in sealed bids, publicly



solicited and the contract provides for a firmfixed price (not
subj ect to any adjustment on the basis of the contractor's cost
experience in performng the contract). 1In such contracts
avai |l abl e cost or pricing information pernmits realistic estimates
of the probable cost of perfornance by offerors and assunption of
the risks invol ved.

Conpetitive Negotiation
To be used for procurenent where uncertainties involved in
contract performance do not pernit costs to be estinmated with
sufficient accuracy to use a firmfixed price contract. The
cost-rei mbursenent contract is preferred, especially the
cost-plus-fixed-fee type. The
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fixed-price contract may be used al so, but the nature of grant
procurenents usually do not |end thenselves to these types of
contracts.
Nonconpetitive Negotiation
To be used for procurenents where nethods descri bed above are
i nappropriate or where conpetition is proved to be nonexistent or
i nadequate or HUD deternmines it is acceptable or a situation
exi sts that makes it necessary (e.g., energency, local crisis) to

forego competition. It is advisable that a decision to use this
nmet hod not be made unilaterally by the recipient.

OVERVIEW OF OMB Circul ar A-122
Cost Principles for NonProfit Organizations
Basi ¢ Consi derati ons
Among t he basic considerations, the costs nust:
1. be reasonabl e and all ocable to the award;

2.conformto cost principles and/or limtations set forth in the
agr eenent ;

3. be afforded consistent treatnent; and

4. be adequately docunent ed
Direct Costs versus Indirect Costs

Direct costs are those costs that can be identified specifically with
a final cost objective, (i.e., ESGrelated activities). For exanple, any
cost incurred exclusively for a particular activity is a direct cost to

that activity.

I ndirect costs are those costs that are incurred for comobn or joint



obj ectives and cannot be readily identified with a common cost objective.
Exampl es include rent, utilities, general admnistrative expenses, and

ot her overhead-type costs that benefit all activities undertaken by the
organi zation. Organi zations that charge indirect costs nust have a cost
allocation plan on file.

Al | owabl e versus Unal | owabl e Costs

Attachnment B of the Circular identifies sone of the nost comon types
of costs that a recipient may incur, but is not all-inclusive. It
di scusses both all owabl e and unal | owabl e cost and the accounting treat nent
required. Sone unall owabl e costs incl ude:

1. Bad debts and | osses.

Conti ngency reserves.

Contri butions and donati ons.

Entertai nment costs.

Fi nes and penalti es.

I nterest costs.

Fund rai si ng.

Underrecovery of costs from other grants.
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