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SECTION 1: GENERAL INFORMATION 

The Emergency Solutions Grants Program Policies and Procedures Manual serves as a guide to units 
of local government and private non-profit organizations interested in participating in the State-
administered Emergency Solutions Grants Program (ESG). This Manual describes the ESG program; 
the requirements of agencies to manage programs using these funds; and outlines the State of 
Tennessee’s policies and procedures for administering the program. This handbook does not replace 
the regulations contained in 24 CFR Parts 91 and 576, subsequent amendments or any other applicable 
Federal, State and local laws, ordinances and regulations pertaining to the Emergency Solutions Grants 
Program. It simply highlights and emphasizes grant requirements. Sub-recipients must always refer to 
the regulations and the grant agreement in determining what is allowable under the ESG program.  

1.1 Definitions  

Administrative Costs - Reasonable costs of overall program management, coordination, monitoring 
and evaluation. Such costs include, but are not limited to, necessary expenditures for the following: 
general management, oversight and coordination; staff and overhead; public information; fair housing; 
indirect costs; preparation of the consolidated plan; and other Federal requirements. Under the ESG 
program, only State and local units of government may receive administrative costs. 

Annual Income- When determining the annual income of an individual or family, the sub-recipient 
must use the standard for calculating annual income under 24 CFR 5.609.  Refer to Section 4 more 
information. 

Applicant – Any unit of general local government or public or private non-profit organization 
submitting the necessary paperwork to be considered for funding as an ESG service provider  

Area Median Income (AMI) Limit – The total gross income of all persons 18 years of age or older 
living in a household assisted with ESG funds must be below 30% AMI upon entry to receive services 
under Homeless Prevention.  The AMI limit is the total income allowed by HUD, based on household 
size and geographic area.  

At Risk of Homelessness – meaning those who qualify under paragraph (2) and (3) of the homeless 
definition or those who qualify as at risk of homelessness. Individuals and families must have an 
income below 30% of Area Median Income upon entry into the program, and are lacking sufficient 
resources or support networks immediately available to prevent them from moving to an emergency 
shelter or another place described in paragraph (1) of the homeless definition. Program participants 
must meet the threshold requirements reflected in part 576.2 (1) (iii).  

Audit Trail – A complete record of expenditures including all requests for purchases, who and how 
the purchase was approved, source of funds used for the expense, date of acquisition, and costs.  

Authorized Signatures – The signature of an executive officer, agency director, and other responsible 
employees designated by a recipient agency as an “Authorized Person” on the Request for Funds 
Authorization form.  
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Case Management - Case management is the method of providing services whereby a sub-recipient 
staff person assesses the needs of the client and arranges, coordinates, monitors, evaluates, and 
advocates for a package of multiple services to meet the specific client’s complex needs. 
Documentation of the case management process must be maintained in ESG program participant files. 

Chronically Homeless Person – An individual or family with adult head of household who meets all 
of the criteria as follows: (1) is homeless and lives in a place not meant for human habitation, a safe 
haven, or in an emergency shelter; and (2) has been homeless and living or residing in a place not 
meant for human habitation, a safe haven, or in an emergency shelter continuously for at least one year 
or on at least four separate occasions in the last 3 years, where each homeless occasion was at least 15 
days; and (3) can be diagnosed with one or more of the following conditions: Substance abuse 
disorder; Serious mental illness; Developmental disability (as defined in section 102 of the 
Developmental Disabilities Assistance Bill of Rights Act of 2000 (42 U.S.C. 15002; Post-traumatic 
stress disorder; Cognitive impairments resulting from brain injury; or Chronic physical illness or 
disability.  

An individual who has been residing in an institutional care facility, including a jail, substance abuse 
or mental health treatment facility, hospital, or other similar facility, for fewer than 90 days and met all 
of the criteria above before entering that facility, also meets the definition of a chronically homeless 
person.  

Confidentiality Policy – Procedures adopted by each sub-recipient to ensure all records containing 
personally identifying information or any program participant is kept secure and confidential. It must 
also include procedures to ensure that the address or location of any domestic violence, dating 
violence, sexual assault, or stalking shelter not be made public. Finally the address or location of any 
housing of a program participant will not be made public, except as provided under a preexisting 
privacy policy.  

Conflict of Interest - The sub-recipients must keep records to show compliance with the conflicts-of-
interest requirements in 576.404(a), a copy of the personal conflicts of interest policy or codes of 
conduct developed and implemented to comply with the requirements of 576.404(b), and records 
supporting exceptions to the personal conflicts of interest prohibitions. Sub-recipient Conflict of 
Interest policies must also include instructions to agency staff that may be in the situation of needing 
assistance themselves, or providing assistance to close friends or family members, to ensure that ESG 
funds are not used inappropriately.  

Consolidated Plan - A long-term housing and community development plan developed by state and 
local governments and approved by HUD (24 CFR Part 91). The Consolidated Plan contains 
information on homeless populations and should be coordinated with the CoC plan. 

Continuum of Care - The Continuum of Care is a community plan to organize and deliver housing 
and services to meet the specific needs of people who are homeless as they move to stable housing and 
maximum self-sufficiency. It includes action steps to end homelessness and prevent a return to 
homelessness.   

Continuum of Care (CoC) Lead Agency - Agency that is designated to carry out the activities of the 
CoC or grant including fiscal and compliance activities. Regular administrative tasks may include, but 
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are not limited to: management of the annual HUD application, coordination of other funding 
opportunities, project and system monitoring, HMIS reporting, etc. 

Conversion – The change in use of a building to an emergency shelter for the homeless, where the 
cost of conversion and any rehabilitation costs exceed 75% of the value of the building after 
conversion. Any building converted to an emergency shelter that is assisted with ESGP funds must 
meet local government safety and sanitation standards, and must be maintained as a shelter for the 
homeless for not less than a 10-year period.  

Critical Need Priority- HUD has identified rapid re-housing assistance as a Critical Need Priority 
since this activity targets those individuals and families living on the streets or in emergency shelters. 
Effective rapid re-housing programs help people transition out of the homeless assistance system as 
quickly as possible, decreasing the number of persons who are homeless within a community.  

Disabling Condition – Defined by HUD as a “diagnosable substance use disorder, serious mental 
illness, developmental disability, or chronic physical illness or disability, including co-occurrence of 
two or more of these conditions” A disabling condition limits an individual’s ability to work or 
perform one or more activities of daily living.  

Displaced Person -Displaced person means a lower-income person who, in connection with an 
activity assisted under any program subject to Part 42, permanently moves from real property or 
permanently moves personal property from real property as a direct result of the demolition or 
conversion of a lower-income dwelling funded with federal funds.  

Emergency Shelter – Defined as any facility with overnight sleeping accommodations, the primary 
purpose of which is to provide temporary shelter for the homeless in general or for specific populations 
of the homeless.   

Environmental Review – HUD requires that the environmental effects of each activity carried out with the 
ESG funds be assessed in accordance with the provisions of HUD’s regulations covering National 
Environmental Policy Act of 1969 (NEPA) and the related authorities listed in HUD’s implementing regulations 
at 24 CFR Parts 50 and 58. 

ESG – Emergency Solutions Grant Program. The ESG program is defined and controlled under HUD 
regulations found at Title 24, Code of Federal Regulations, Parts 91 and 576 which are hereby included 
by reference as part of these policies and procedures.  

Essential Services – Essential services related to emergency shelter and street outreach are intended to 
facilitate coordination of services to literally homeless individuals and families.  ESG activities which 
address the immediate needs of the homeless through street outreach and emergency shelters, which 
enable homeless persons to become more independent and to secure permanent housing, are 
considered eligible Essential Services activities.  

Families – One or more adults with dependent children under the age of 18, or with dependent adults.  

Faith-Based organizations- An organization affiliated with or sponsored by a church or other 
religious organization.  
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Gross Income – Total income of the household that must be calculated in order to determine eligibility 
for the program. It must include all eligible income of every adult who is 18 years of age or older 
living in the household, even if not a family member.  

Habitability Standards – ESG funds cannot be used to provide financial assistance unless the unit 
where the program participant resides passes certain habitability standards as defined by HUD.  

Homeless – Refer to 24 CFR 576.2 and this Manual for details regarding the new homeless definition.  

Homeless Management Information System (HMIS) – An HMIS is a computerized data collection 
application designed to capture client-level information over time on the characteristics of service 
needs of men, women, and children experiencing homelessness, while also protecting client 
confidentiality. It is designed to aggregate client-level data to generate an unduplicated count of clients 
served within a community’s system of homeless services.  

Homeless Prevention –Refer to 24 CFR part 576.2 and this Manual for details regarding the new at-
risk of homelessness definition.  

Housing Status – Clients must be either homeless or at risk of homelessness in order to receive 
assistance with the ESG program. Program participant’s case files MUST document the housing status 
of clients serve with this program. Case managers must verify and document the status as explained in 
this Manual. Clients must certify in writing their housing status.  

HUD – The U.S. Department of Housing and Urban Development.  

In-Kind – Donated volunteer services or goods including staff time, shelter rent, shelter facilities, or 
supplies of the same kind eligible under program guidelines.  

Internal Controls – The combination of policies, procedures, personnel, defined responsibilities, and 
records that allow an organization to maintain adequate oversight and control of its finances.  

Lead-Based Paint – Any housing unit constructed before 1978 may contain paint that can cause harm 
to young children and women who are pregnant. If a program participant’s household includes a child 
under the age of 6 or a pregnant women, the year the housing unit was constructed must be 
documented. If constructed before 1978, the Lead-Based Paint regulations apply and an inspection of 
the property must be conducted and recorded in the file.  

Lobbying Policy – Lobbying is a concerted effort designated to achieve some result, typically from 
government authorities and elected officials. It can consist of the outreach of legislative members, 
public actions (e.g. mass demonstrations), or combinations of both public and private actions (e.g. 
encouraging constituents to contact their legislative representative).  

Local Government – A political subdivision of the State of Tennessee, including, a town, city or 
county.  

Match – Refers to the amount of goods or services required to be expended for the program by the 
sub-recipient to receive ESG funding.  Match for ESG may be cash or in-kind, but must match every 
funded dollar 100%. 
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Major Rehabilitation – Rehabilitation that involves costs in excess of 75% of the value of the 
building before rehabilitation. Buildings assisted at this level must be maintained as a homeless shelter 
for not less than a 10-year period.  

Minor Rehabilitation - Rehabilitation that involves costs below 75% of the value of the building 
before rehabilitation. Buildings assisted at this level must be maintained as a homeless shelter for not 
less than a 3-year period.  

Participating Jurisdiction (PJ) – Any CDBG Community that receives direct funding from HUD for 
the Emergency Solutions Grant and may vary from year to year.  Non-profit agencies within these 
jurisdictions are ineligible to apply for the State ESG allocation.  See Program Description for the most 
current list.  

Performance Standards – The standards set by HUD, the local Continuum of Care, and THDA which 
will be used to gauge the ongoing success of the ESG program. All sub-recipients will be expected to 
meet or exceed these standards.  

Permanent Supportive Housing - Provides long-term (longer than 24 months) housing assistance 
with support services for which homelessness is a primary requirement for program eligibility.  

Privacy Policy – A policy created by each sub-recipient that covers the processing of personal 
information for clients participating in the ESG program, including data entered into HMIS. The Policy 
must be in writing and included as a part of the sub-recipient policies and procedures. Sub-recipient 
staff must be aware of the policy, as evidenced by their signature they have received a copy, with the 
original executed copy maintained in the ESG program file.  

Private Non-Profit Organization – A secular or religious organization described in Section 501(c) of 
the Internal Revenue Code of 1954 which is (a) exempt from taxation under Subtitle A, Title 26 of the 
Code, (b) has an accounting system and voluntary board, and (c) practices nondiscrimination in the 
provision of assistance.  

Procurement – The act or process of obtaining goods and services that ensures the best possible cost 
to the federal program, while meeting the needs of the sub-recipient.  

Public Housing Agencies (PHA) - The U.S. Department of Housing and Urban Development (HUD) 
administers Federal aid to local PHA’s that manage the housing for low-income residents at rents they 
can afford.  PHA’s are ineligible to apply directly for ESG funds.  In addition, there are limitations for 
use of ESG funding when a client resides in or will be residing in a PHA rental unit. 

Rehabilitation or Renovation – Labor, materials, tools and other costs of improving emergency 
shelters that involve costs of 75% or less of the value of the building before assistance. This does not 
include minor or routine repairs.  Buildings assisted at this level must be maintained as a homeless 
shelter for not less than a 3-year period.   

Relocation – The act of moving a person who has been displaced due to actions or activities funded 
through the ESG program.  

Rent Reasonableness – ESG funds cannot be used to pay rental assistance to eligible clients unless the 
unit is “rent reasonable”. In the case of the ESG program, units must meet both rent reasonableness 
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standards and Fair Market Rents. For the purpose of calculating rent under this program, the rent shall 
equal the sum of the total monthly rent for the unit, any fees required for occupancy under the lease 
(other than late fees and pet fees) and, if the tenant pays separately for utilities, the monthly allowance 
for utilities (excluding telephone) established by the public housing authority for the area in which the 
housing is located.  

Single Audit - Also known as the OMB A-133 audit, the Single Audit is a rigorous, organization-wide 
audit or examination of an entity that expends $500,000 or more of Federal assistance (commonly 
known as Federal funds, Federal grants, or Federal awards) received for its operations. Usually 
performed annually, the Single Audit’s objective is to provide assurance to the federal government as 
to the management and use of such funds by recipients such as states, cities, counties, universities, and 
non-profit organizations. The audit is typically performed by an independent certified public 
accountant (CPA) and encompasses both financial and compliance components.  

Sub-recipient – A unit of local government or non-profit organization that receives an ESG allocation 
from the Tennessee Housing Development Agency. 

Tennessee Housing Development Agency (THDA) – The agency and direct Grantee that administers 
the ESG funds for the State of Tennessee outside of the Participating Jurisdictions. 

Transitional Housing – For the purposes of ESG assistance, housing that extends past the “3 days to 3 
months” reasonable period for temporary housing (emergency shelter).  

HUD defines transitional housing as having the “purpose of moving homeless individuals and families 
to permanent housing within 24 months”. Because ESG is focused on emergency shelter, a transitional 
facility will only be eligible to receive ESG funds for these costs if:  

(1) It meets BOTH of the following criteria under the new emergency shelter definition:  

(a) Its primary purpose is to provide a temporary shelter for the homeless in general or for 
specific populations of the homeless; and 

(b) It does not require occupants to sign leases or occupancy agreements; OR 
(2) It received funds under a FY 2010 Emergency Shelter Grants grant and met the criteria 

under the former emergency shelter definition. 

Utility Allowance - Obtained from the local Public Housing Authority, utility allowances are used in 
place of actual utility costs to calculate a household's total housing expense.  High housing costs can 
result in program participants paying a large percentage of their income for housing and utilities, which 
may lead to difficulty maintaining housing stability. The utility allowance is required when 
determining the rent reasonableness of a unit when using ESG funds for rental assistance.  

Value of the Building- The monetary value assigned to a building by an independent real estate 
appraiser, or as otherwise reasonably established by THDA.  

Written Standards –Standards that define eligibility criteria for assistance to be provided to program 
participants at the sub-recipient level. Standards must provide applicants for services and sub-recipient 
staff a clear understanding of what is required in order to participate in the ESG program.   
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1.2 Notification to Sub-Recipients of Program Changes  

The Tennessee Housing Development Agency will issue an ESG Program Update when needed to 
inform sub-recipients of changes to policies and procedures. These Updates are to be shared with 
program staff and maintained in the ESG Policies and Procedures Manual provided to sub-recipients at 
grant award.  
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SECTION 2: PROGRAM REQUIREMENTS 

2.1 Summary  

The Emergency Solutions Grants (ESG) Program was created when the Homeless Emergency 
Assistance and Rapid Transition to Housing (HEARTH) Act was signed into law in 2009. The 
HEARTH Act amended and reauthorized the McKinney-Vento Homeless Assistance Act, and included 
major revisions to the existing Emergency Shelter Grant Program.  

The new Emergency Solutions Grant Program is designed to identify sheltered and unsheltered 
homeless persons, as well as those at risk of homelessness, and provide the services necessary to help 
those persons to quickly regain stability in permanent housing after experiencing a housing crisis 
and/or homelessness. The change in the program’s name reflects the change in the program’s focus 
from addressing the needs of homeless in emergency or transitional shelters to assisting people to 
regain stability in permanent housing.  

Eligible sub-recipients who are awarded ESG funds may use funds to:  

• Engage homeless individuals and families living on the streets;  

• Improve the number and quality of emergency shelters for homeless individuals and 
families;  

• Help operate those shelters; 

• Provide essential services to shelter residents;  

• Rapidly re-house homeless individuals and families;  

• Prevent families and individuals from becoming homeless;  

• Participating in an existing Homeless Management Information System (HMIS) database; 
and  

• Pay for administrative costs for general management, oversight, coordination, and reporting 
on the program. Only sub-recipients that are local government entities are awarded 
administrative funds. 

2.2 Grant Awards and Spending Requirements  

The amount of ESG allocation received from HUD varies each year and is awarded to the State via an 
annual Award Notice. In order to identify the unmet needs of the homeless and at-risk of homelessness 
in rural Tennessee, agencies applying for an ESG allocation are asked to submit Requests for 
Application for Funding that is supported by data showing: 1) need for the program; 2) evidence of 
homeless or at-risk of homelessness population within the community; 3) a plan that summarizes how 
funds will be used to address the unmet needs of their community; and 4) evidence that the applicant 
has collaborated with the local Continuum of Care (CoC) and that activities selected will help the CoC 
to meet its goals to address and end homelessness.  
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Preference is given to applicants whose programs will help to meet priorities identified by HUD, the 
State of Tennessee, and the local Continuum of Care. Programs that will provide access to permanent 
rapid re-housing of homeless individuals and families, defined as a Critical Need Priority by HUD, are 
preferred.  

Award amounts may be calculated based on homeless data obtained from HUD, the Homeless 
Management Information System (HMIS), and the local Continuum of Care. In addition, certain 
population statistics may be used in order to prevent a disproportionate amount of funding in one 
geographical area.  

The grant period for the Emergency Solutions Grants Program is 12 months. If it is determined that an 
agency will not expend the funds within the required time period, funds may be recaptured and 
reallocated to another agency.  

All ESG funds must be obligated within 60 days after the date on which the State made the funds 
available to the ESG sub-recipient. All projects must begin within sixty (60) days of the award date of 
the grant award. Funds not obligated/expended within the required periods will be recaptured by 
THDA and redistributed to other eligible entities.  

THDA reserves the right to recapture ESG funds under the following circumstances:  

(1) When sub-recipients do not meet the performance requirements of the approved project;  

(2) When sub-recipients are unable to meet the deadline requirements as outlined in 24 CFR 
Part 576; or  

(3) When sub-recipients have failed to implement the project as set forth in their approved 
ESGP grant application, without appropriate justification. 

2.3  Eligible Sub-Recipients  

The following entities are eligible to submit application for funding under ESG: 

(1) Targeted Set Aside – HUD permits the first $100,000 of ESG funding to be awarded as 
unmatched funds.  THDA allocates this funding to the Tennessee Department of Mental 
Health and Substance Abuse Services.  These funds are used for homeless assistance and 
prevention activities through its established network of housing agencies providing services 
to clients being discharged from medical and mental health facilities.   

(2) Small Cities Set-Aside – THDA allocates 52% of the remaining ESG funds on a formula 
basis to the eleven CDBG entitlement cities that do not receive ESG grants, but are 
expected to address homelessness through the CoC described in their Consolidated Plans.  
These cities are Bristol, Clarksville, Cleveland, Franklin, Hendersonville, Jackson, Johnson 
City, Kingsport, Morristown, Murfreesboro and Oak Ridge.   

(3) Private Non-Profit Competitive Allocation – the remaining 48% of funds are allocated to 
eligible applicants in a competitive grant review process. 
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2.4 Match Requirements  

An award of ESG funding requires a match with an equal amount of cash or in-kind funds to 
supplement the ESG program. Matching contributions may be obtained from any source, including any 
Federal source other than the ESG program, as well as state, local and private sources. However, the 
following requirements apply to matching contributions from a Federal source of funds:  

(1) The State and the sub-recipient must ensure the laws governing any funds to be used as 
matching contributions do not prohibit those funds from being used to match ESG funds;  

(2) If ESG funds are used to satisfy the matching requirements of another Federal program then 
funding from that program may not be used to satisfy the matching requirements under this 
section.  

In order to meet the matching requirement, the matching contributions MUST meet all requirements 
that apply to the ESG program, and matching funds must be provided after the date that HUD signs the 
grant agreement. To count toward the required match for the State’s fiscal year grant, cash 
contributions must be expended within the grant deadline, and noncash contributions must be made 
within the same period. Contributions used to match a previous ESG grant may not be used to match a 
subsequent ESG grant; and contributions that have been or will be counted as satisfying a matching 
requirement of another Federal grant or award may not count as satisfying the matching requirement of 
the ESG allocation.  

Eligible types of matching contributions may be met by one or both of the following:  

(1) Cash contributions: Cash expended for allowable costs under the ESG program, and also 
defined in OMB Circulars A-87 and A-122, may be considered;  

(2) Non-cash contributions: The value of any real property, equipment, goods, or services 
contributed to the sub-recipient’s ESG program, provided that if the sub-recipient had to 
pay for them with grant funds, the costs would have been allowable. Noncash contributions 
may also include the purchase value of any donated building;  

(3) Calculating the amount of noncash contributions 

a. To determine the value of any donated material or building, or of any lease, the sub-
recipient must use a method reasonably calculated to establish the fair market value; 

b. Services provided by individuals must be valued at rates consistent with those 
ordinarily paid for similar work in the sub-recipient’s organization. If the sub-
recipient does not have employees performing similar work, the rates must be 
consistent with those ordinarily paid by other employers for similar work in the same 
labor market;  

c. Some noncash contributions are real property, equipment, goods, or services that, if 
the sub-recipient had to pay for them with grant funds, the payments would have been 
indirect costs. Matching credit for these contributions must be given only if the sub-
recipient has established, along with its regular indirect cost rate, a special rate for 
allocating to individual projects or programs the value of those contributions.  
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d. Costs paid by program income: Costs paid by program income shall count toward 
meeting the State and/or sub-recipient’s matching requirements, provided the costs are 
eligible ESG costs that supplement the sub-recipient’s current ESG program.  

The sub-recipient must maintain evidence of how the rate determination was calculated which must be 
available for review upon request by THDA. The sub-recipient will determine the value of any donated 
material or building, or of any lease, using a method reasonably calculated to establish a fair market 
value.  

2.5 Area-Wide Systems of Coordination Requirements 

The sub-recipients must consult with each Continuum of Care that serves the sub-recipient’s 
jurisdiction during the allocation phase each program year, including developing performance 
standards for, and evaluating the outcomes of, projects and activities assisted by ESG funds. In 
addition, collaboration in developing funding, policies and procedures for administration and operation 
of HMIS must occur. Agencies requesting ESG funding must demonstrate such collaboration and 
document that proposed activities will assist the CoC in meeting identified outcomes.  

THDA and all sub-recipients must coordinate and integrate, to the maximum extent practicable, ESG-
funded activities with other programs targeted to homeless people in the area covered by the CoC or 
area over which the services are coordinated to provide a strategic, community-wide system to prevent 
and end homelessness in that area. The programs include, but are not limited to:  

• Shelter Plus Care Program  

• Supportive Housing Program  

• Section 8 Moderate Rehabilitation Program for Single Room  

• Occupancy Program for Homeless Individuals  

• HUD-Veteran Affairs Supportive Housing Program (HUD VASH)  

• Education for Homeless Children and Youth Grants for State and Local Activities  

• Affordable Care Act 

• Programs for Runaway and Homeless Youth  

• Projects for Assistance in Transition from Homelessness  

• Emergency Food and Shelter Program  

• Victims of Sexual Assault, Domestic Violence, Dating Violence, and Stalking Programs  

Once the CoC has developed a centralized assessment system or a coordinated assessment system in 
accordance with requirements to be established by HUD, each ESG-funded program or project within 
the CoC’s area must use that assessment system. Acceptance of an ESG award means the sub-recipient 
agrees to utilize the centralized assessment or coordinated assessment system implemented by the local 
CoC.  

A victim service provider may choose not to use the CoC’s centralized or coordinated assessment 
system.  
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2.6 Written Standards Requirements  

Sub-recipients must establish and consistently apply written standards for providing ESG assistance. 
Standards must be established for each area covered by the sub-recipient, including the area over 
which the services are coordinated and provided to program participants.  

Written Standards developed must be submitted to THDA and the CoC Lead Agency for approval.  At 
a minimum, Written Standards developed by sub-recipients must include:  

• Standard policies and procedures for evaluating individuals’ and families’ eligibility for 
assistance under the ESG program;  

• Standards for targeting and providing essential services related to street outreach;  

• Policies and procedures for admission, diversion, referral, and discharge by emergency 
shelters assisted under the ESG program including standards regarding length of stay and 
client participation. 

• Policies and procedures for assessing, prioritizing, and reassessing individuals’ and 
families’ needs for essential services related to emergency shelter;  

• Policies and procedures for coordination among emergency shelter providers, essential 
services providers, homelessness prevention, and rapid re-housing assistance providers, 
other homeless assistance providers, and mainstream service and housing providers;  

• Standards for determining what (if any) percentage or amount of rent and utilities costs 
each program participant must pay while receiving homelessness prevention or rapid re-
housing assistance;  

• Standards for determining how long a particular program participant will be provided with 
rental assistance and whether and how the amount of that assistance will be adjusted over 
time;   

• Standards for determining the type, limit, and duration of housing stabilization and/or 
relocation services to provide to a program participant, including the limits, if any, on the 
homelessness prevention or rapid re-housing assistance that each program participant may 
receive, such as the maximum amount of assistance, maximum number of months the 
participant receives assistance, or the maximum number of times the participant may 
receive assistance; and 

• Formal termination and grievance policies and procedures that reflect HUD’s requirement 
that only the most severe cases be terminated, and allow clients to return to the program 
once issues that caused the termination are resolved.  

2.7 Termination of Assistance  

Each sub-recipient is required to establish a formal process for the termination of assistance to a client. 
This process must recognize the rights of the individuals affected to a hearing.  Sub-recipients must 
document that they have provided the reason for termination in writing to the client.   
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2.8 Client Confidentiality and Privacy Policies  

Sub-recipients will not divulge personal identifying information of a program participant of the ESG 
program without the consent from the client. In addition sub-recipients will not divulge information 
pertaining to any individual or family domestic violence shelter or treatment facilities. Each sub-
recipient must incorporate into their policies and procedures a process that will ensure the 
confidentiality of program participants’ identifying information; records pertaining to any individual or 
family provided family violence prevention; and treatment services offered under any project assisted 
with ESG funds. Furthermore, the address or location of any shelter for victims of domestic violence 
assisted under ESG will be anonymous except upon written authorization from the person or persons 
responsible for the operation of the shelter for this information to be made public.  

2.9 Homeless Management Information System Requirements  

THDA must ensure that all persons served and all activities assisted under the ESG program be entered 
into the local Continuum of Care’s community-wide HMIS (or comparable database if a domestic 
violence service provider) available in the area in which those persons and activities are located. 
Participation will be in accordance with HUD’s standards on participation, data collection, and 
reporting. THDA will consult with each CoC Lead Agency to determine if sub-recipients are 
compliant with HMIS reporting standards for their region. 

If the sub-recipient is a victim services provider or legal services provider, it will be required to use a 
comparable database to ensure client level data is collected over time and generates unduplicated 
aggregate reports based on the data.  

2.10 Shelter and Housing Standards Requirements  

Lead-based paint remediation and disclosure: The Lead-Based Paint Poisoning Prevention Act, the 
Residential Lead-Based Paint Hazard Reduction Act of 1995, and implementing regulations in 24 CFR 
part 35, subparts A,B,H,J,K,M and R apply to all shelters assisted under the ESG program and to all 
housing occupied by program participants. Program Participants must be provided a copy of the Lead-
Based paint notification pamphlet if the household has a child under the age of 6, or a pregnant woman 
is/will be residing in the unit; and it was construction prior to 1978. See Attachment 1 - Lead for Lead 
Based Paint pamphlet.   

In addition, lead-based paint must be addressed in any household served under Prevention or Rapid 
Re-Housing.  If the unit was built prior to 1978 and there is a child under the age of six and/or a 
pregnant woman who is residing or will reside in the unit, a lead-based paint visual inspection must be 
performed by someone certified to complete the inspection.  If the unit was built after 1978 or there are 
no at-risk residents who are or will be residing in the unit, a visual inspection is not necessary; 
however documentation must be in the files that the agency addressed the issue.  See Attachment 2 for 
sample LBP Compliance form. 

If a visual inspection is required and lead-based paint hazards are identified, no funding may go into 
the unit for current rent or utilities.  The sub-recipient may mediate with the landlord to bring the unit 
into compliance for lead-based paint standards or may assist the household in obtaining new housing.  
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ESG funding may be used to pay arrearages at the original unit as long as the household is rehoused in 
an appropriate unit. 

Minimum standards for emergency shelters: Any building for which ESG funds are used for 
conversion, major rehabilitation, or other renovation, must meet state or local government safety and 
sanitation standards, as applicable, and the following minimum safety, sanitation and privacy 
standards. Any emergency shelter that receives assistance for shelter operations must also meet the 
following minimum safety, sanitation and privacy standards:  

(1) Structure and materials: The shelter building must be structurally sound to protect residents 
from the elements and not pose any threat to health and safety of the residents. Any 
renovation, including major rehabilitation and conversion, carried out with ESG assistance 
must use Energy Star products and appliances; 

(2) Access: The shelter must be accessible in accordance with Section 504 of the Rehabilitation 
Act and implementing regulations at 24 CFR part 100; and Title II of the Americans with 
Disabilities Act and 28 CFR part 35, where applicable;  

(3) Space and Security: Except where the shelter is intended for day use only, the shelter must 
provide each participant in the shelter with an acceptable place to sleep and adequate space 
and security for themselves and their belongings;  

(4) Interior air quality: Each room or space within the shelter must have a natural or 
mechanical means of ventilation. The interior air must be free of pollutants at a level that 
might threaten or harm the health of residents;  

(5) Water supply: The shelter’s water supply must be free of contamination;  

(6) Sanitary facilities: Each participant in the shelter must have access to sanitary facilities that 
are in proper operating condition, are private, and are adequate for personal cleanliness and 
the disposal of human waste;  

(7) Thermal environment: The shelter must have any necessary heating/cooling facilities in 
proper operating condition;  

(8) Illumination and electricity: The shelter must have adequate natural or artificial 
illumination to permit normal indoor activities and support health and safety. There must be 
sufficient electrical sources to permit the safe use of electrical appliances in the shelter;  

(9) Food preparation: Food preparation areas, if any, must contain suitable space and 
equipment to store, prepare, and serve food in a safe and sanitary manner;  

(10) Sanitary conditions: The shelter must be maintained in a sanitary manner;  

(11) Fire safety: There must be at least one working smoke detector in each occupied unit in the 
shelter. Where possible, smoke detection must be located near sleeping areas. The fire 
alarm system must be designed for hearing-impaired residents. All public areas of the 
shelter must have at least one working smoke detector. There must also be a second means 
of exiting the building in the event of fire or other emergency.  

Minimum standards for permanent housing provided as part of homelessness prevention 
assistance: The sub-recipient cannot use ESG funds to help a participant obtain or remain in housing 
that does not meet the minimum habitability standards requirements of the local Public Housing 
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Authority (PHA). Sub-recipients may contact the local PHA or the CoC Lead Agency for a copy of 
their housing standards checklist or use the example Habitability Checklist provided in Attachment 3.   

Documentation that the unit has met the standards, demonstrated by completion of a Housing 
Standards Inspection checklist, must be placed in the program participant’s file. A sub-recipient with a 
program participant who resides in a unit that cannot meet the minimum standards should make every 
effort to assist the client in relocating to a more appropriate unit.  

Minimum standards for permanent housing provided as part of rapid re-housing assistance: 
Program participants receiving ESG-funded rapid re-housing assistance must ensure the unit selected 
by the program participant meets the minimum requirements of the local Public Housing Authority 
(PHA). Sub-recipients may contact the local PHA or CoC Lead Agency for a copy of their housing 
standards checklist or use the example Habitability Checklist provided in Attachment 3.  
Documentation that the unit has met the standards, demonstrated by completion of a Housing 
Standards Inspection checklist, must be placed in the program participant’s file. 

2.11  Performance Measures and Priorities Requirements  

Planning Strategies: The HEARTH Act refocuses homelessness-related strategies on the ultimate 
goal of reducing and ending homelessness and aligns them with the Continuum of Care planning 
strategies and performance measures, such as shortening the period of time that persons experience 
homelessness, and helping persons who were recently homeless avoid becoming homeless again. The 
change under the HEARTH Act also emphasizes the priorities of the Federal Strategic Plan to Prevent 
and End Homelessness (FSP), which are:  

• End chronic homelessness in 5 years  

• Prevent/end homelessness among Veterans in 5 years  

• Prevent/end homelessness for families, youth, and children in 10 years  

• Set path to ending all homelessness  

Communities receiving ESG funds should develop formal strategies that will ensure the success of the 
HEARTH Act.  

Performance Standards/Measures: THDA must ensure that programs and activities funded through 
the ESG program meet certain Performance Standards as set by the local Continuum of Care, THDA, 
and HUD. The following is an example of the types of Standards that THDA and its sub-recipients will 
be required to meet in order to demonstrate success of the ESG program:  

• Reducing the average length of time a person is homeless  

• Reducing returns to homelessness  

• Improving program coverage  

• Reducing the number of homeless individuals and families  

• Reducing the number of chronically homeless individuals and families  

• Improving employment rate and income amounts of program participants  
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• Reducing first time homelessness  

• Preventing homelessness and achieving independent living in permanent housing for 
families and youth defined as homeless under other Federal programs  

Although THDA understands many sub-recipients have chosen to provide one-time emergency rent or 
utility assistance to prevent homelessness, sub-recipients receiving ESG funds should use all available 
resources that will ensure the ongoing housing stability of program participants.  

Critical Need Priority: HUD strongly encourages each jurisdiction to focus ESG funding on rapidly 
re-housing individuals and families living on the streets or in emergency shelters into permanent 
housing. While both rapid re-housing and homelessness prevention are eligible activities, only rapid 
re-housing assistance targets those individuals and families living on the streets or in emergency 
shelters. Effective rapid re-housing programs help people transition out of the homeless assistance 
system as quickly as possible, decreasing the number of persons who are homeless within a 
community.  

Rapid re-housing also ensures that emergency shelter resources are used to serve individuals and 
families with the most urgent housing crisis. In contrast, the success of homelessness prevention 
activities are much more difficult to measure and the prevention assistance is harder to strategically 
target. These difficulties increase the risk that the use of ESG funds for homelessness prevention 
assistance will be inefficient at demonstrably preventing people from going to the streets or shelters. 
As public and nonprofit resources become increasingly strained, rapid re-housing should be given the 
highest priority under ESG to help ensure that existing resources-both within and outside the homeless 
assistance system-are used as efficiently as possible to help those most in need.  

2.12  Recordkeeping and Reporting Requirements  

Grant Recordkeeping Requirements 

(1) Policies and Procedures: Policies and procedures must be established in writing and 
implemented by the sub-recipient to ensure that ESG funds are used in accordance with the 
requirements. In addition, sufficient records must be established and maintained to enable 
THDA and HUD to determine whether ESG requirements are being met, including the 
agency procedures for compliance with all federal regulations and program requirements.  

(2) Written Standards: Written Standards must be established and implemented by sub-
recipients that detail established criteria for providing ESG assistance; and shall be included 
as part of the sub-recipient’s Policies and Procedures. A copy of the Written  

Standards must be provided to THDA as HUD requires the Standards to be included in 
THDA’s Consolidated Plan.  

(3) Match Funds: THDA and sub-recipients must keep records of the source and use of 
contributions made to satisfy the matching requirements in 576.201. The records must 
indicate the particular fiscal year grant for which each matching contribution is counted. 
The records must show how the value placed on third-party, noncash contributions was 
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derived. To the extent feasible, volunteer services must be supported by the same methods 
that the organization uses to support the allocation of regular personnel costs.  

(4) Centralized and coordinated assessment procedures: Sub-recipients must keep 
documentation evidencing the use of, and written intake procedures for, the centralized or 
coordinated assessment system(s) developed by the CoC in accordance with the 
requirements established by HUD.  

(5) Services and assistance provided: Sub-recipients must keep records of the types of essential 
services, rental assistance, and housing stabilization and relocation services provided under 
the State’s ESG program, and the amounts spent on these services and assistance, including 
payroll records if salaries are charged to the grant. 

(6) Conflicts of Interest: Sub-recipients must keep records to show compliance with the 
conflicts-of-interest requirements in 579.404(a), a copy of the personal conflicts of interest 
policy or codes of conduct developed and implemented to comply with the requirements of 
576.404(b), and records supporting exceptions to the personal conflicts of interest 
prohibitions. Sub-recipient Conflict of Interest policies must also include instructions to 
agency staff that may be in the situation of needing assistance themselves, or providing 
assistance to close friends or family members, to ensure that ESG funds are not used 
inappropriately.  

(7) Faith-based activities: Sub-recipients must document their compliance with the faith-based 
activities requirements under 576.406.  

(8) Other federal requirements: Sub-recipients must document their compliance with the 
Federal requirements in 576.407, as applicable, including:  

a. Records demonstrating compliance with the nondiscrimination and equal opportunity 
requirements under 576.407(a), including data concerning race, ethnicity, disability 
status, sex, and family characteristics of persons and households who are applicants 
for, or program participants in, any program or activity funded in whole or in part 
with ESG funds and affirmative outreach requirements of 576.407(b). 

b. Records demonstrating compliance with the uniform administrative requirements in 
24 CFR part 85 (for governments) and 24 CFR part 84 (for nonprofit organizations).  

c. Records demonstrating compliance with the environmental review requirements, 
including flood insurance requirements. 

d. Certifications and disclosure forms required under the lobbying and disclosure 
requirements in 24 CFR Part 87.  

(9) Relocation: The records must include documentation of compliance with the displacement, 
relocation, and acquisition requirements of 576.408.  

(10) Financial records:  

a. THDA must retain supporting documentation for all costs charged to the ESG grant; 
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THDA and its sub-recipients must keep documentation showing that ESG grant funds 
were spend on allowable costs in accordance with the requirements for eligible 
activities under 576.101-576.109 and the cost principles in OMB Circulars A-87 and 
A-122;  

b. THDA and its sub-recipients must retain records of the receipt and use of program 
income;  

c. THDA must keep documentation of compliance with the expenditure limits in 
576.100 and the expenditure deadline in 576.203. 

(11) Access to records:  

a. Notwithstanding, the confidentiality procedures established under this section, HUD, 
the HUD Office of the Inspector General, and the Comptroller General of the United  

States, or any of their authorized representatives, and THDA, must have the right of 
access to all books, documents, papers, or other records of examination, excerpts and 
transcripts. These rights of access are not limited to the required retention period but 
last as long as the records are retained;  

b. Make available program participant records, along with any financial and program 
records, for review by THDA during periodic monitoring visits. Monitoring of sub-
recipients may be conducted by THDA, local HUD Office of Community Planning 
and Development, HUD’s Office of Special Needs Assistance Programs, HUD’s 
Office of Inspector General, HUD’s Office of Fair Housing and Equal Opportunity, a 
contractor hired on behalf of THDA for the purposes of auditing programs funded 
through the State, or other authorized state or federal agency, to determine compliance 
with the requirements of each program. In lieu of a site visit, THDA may request 
either copies of supporting documentation in order to conduct a Desk Audit review of 
a sub-recipient or access to HMIS for review of documentation;  

c. Make available copies of all monitoring letters from other federal, state or local grant 
funded programs if requested by THDA. Copies of any written responses addressing 
areas of concern or findings shall be included. These copies shall be provided during 
monitoring review visits or more frequently if requested by THDA staff;  

d. Public rights: THDA must provide citizens, public agencies, and other interested 
parties with reasonable access (consistent with state and local laws regarding privacy 
and obligations of confidentiality, and the confidentiality requirements in this part) to 
records regarding any uses of ESG funds THDA received during the preceding 5 
years.  

Grant Reporting Requirements 

(1) Sub-recipients receiving ESG funds must submit semi-annual and annual reports to THDA 
that include the number of persons assisted, race and ethnic origin, gender, the types of 
assistance provided, and the project or program outcomes data measured under the 
performance standards developed in consultation with the Continuum of Care, and other 
data as required by HUD.  
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(2) Sub-recipients receiving ESG funds must comply with the HMIS reporting requirements 
with the Continuum of Care Lead Agency.  Domestic Violence providers must provide 
aggregate information in lieu of using HMIS. 

(3) Homeless Prevention and Rapid Re-Housing Record Requirements: 
The following records are required for new clients and clients who have had a break in 
service but are still eligible to receive additional funding:  

a. Client File Recordkeeping: Items required to be placed in the file shall be checked off 
(N/A entered if “Not Applicable”) and signed by the intake worker or case manager. 
This will ensure that all required documents reflecting client eligibility are obtained 
and retained in every file.  

b. Staff Certification: The ESG Staff Certification Form must be completed by sub-
recipient for each client upon entry into the ESG program, and at each recertification.  

c. Initial Evaluations: The sub-recipient must conduct an initial evaluation to determine 
the eligibility of each individual and family’s eligibility for ESG assistance and the 
amount and types of assistance the individual or family needs to regain stability in 
permanent housing. These evaluations must be conducted in accordance with the 
centralized or coordinated assessment requirements set forth under 576.400(d) and the 
written standards established under 576.400(e).  

d. Other subsidies received by the client: sub-recipient staff must verify that the program 
participant does not receive subsidies from other federal, state or local funding 
sources for activities that will be funded with ESG funds. Verifications must be 
documented and included in the case file.  

e. Written third party: Verification in writing from a third party (e.g. individual 
employer, Social Security Administration, welfare office, emergency shelter provider, 
etc.), either directly to sub-recipient staff or via the applicant is most preferred. 
Written third party documentation may include completion of a standardized form, 
such as a verification of income statement.  

f. Oral third party: Verification from a third party (e.g. individual employer, Social 
Security Administration, welfare office, etc.) provided by the third party over the 
telephone or in-person directly to sub-recipient staff. Oral third party verification is 
acceptable only if written third party verification cannot be obtained. Sub-recipient 
staff must document reasons why third party written verification could not be 
obtained in the program participant file. Staff must also notate time called and the 
name of the employer who provided the information orally.  

g. Applicant self-declaration: A self-declaration of income and housing status as 
reported by the program participant is allowable, but is only acceptable if written or 
verbal third party verification cannot be obtained. Self-declaration of housing status 
(e.g., eviction) should be rare. Sub-recipient staff must document reasons why third 
party written or oral verification could not be obtained in the program participant file.  

h. Annual Income: Program participant’s files must contain evidence that household 
income was below 30% of area median income for the geographic area of assistance 
upon entry into the ESG Homeless Prevention program. Sub-recipients must use the 
standard for calculating annual income as established in 24 CFR part 5.609.  
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Additional information and guidance for determining and documenting homeless and 
at-risk of homelessness status, income, and disability is available at www.hudhre.info.  

i. Rental assistance agreements and payments: The records retained by the sub-
recipients must include copies of all leases and rental assistance agreements for the 
provision of rental assistance documentation of payments made to owners for the 
provision of rental assistance, and supporting documentation for these payments.  
Rental assistance agreements should include amount and length of subsidy. 

j. Utility allowance: Records must document the monthly allowance for utilities 
(excluding telephone) used to determine compliance with rent restrictions. County 
utility allowances can be found at http://www.thda.org/index.aspx?nid=345. 

k. Lead-Based Paint: A visual lead-based paint assessment must be completed for all 
households with a pregnant woman or children under 6 who reside or will reside in a 
housing unit constructed prior to 1978.  A copy of the housing inspection form 
completed by sub-recipient staff showing the unit was inspected for lead-based paint 
issues. If concerns are noted during the inspection the sub-recipient will be required to 
have the unit tested for lead-based paint OR the household can be assisted with 
moving costs to relocate the family to a lead-safe housing unit.  

The visual lead-based paint assessment must be completed by sub-recipient staff 
certified by HUD.  A twenty minute online training course is available at:   

http://www.hud.gov/offices/lead/training/visualassessment/h00101.htm 

l. Housing Standards Inspection: An on-site inspection is required anytime a program 
participant is receiving ESG financial assistance, including rental assistance, security 
deposit assistance, utility assistance, etc. A housing unit inspection form must be 
completed and maintained in the client file.  

m. Rent Reasonableness: Rental assistance cannot be provided unless the rent does not 
exceed the Fair Market Rent established by HUD, as provided under 24 CFR part 888, 
and complies with HUD’s standard of rent reasonableness, as established under 24 
CFR part 982.501. For the purpose of calculating rent under this program, the rent 
shall equal the sum of the total monthly rent for the unit, any fees required for 
occupancy under the lease (other than late fees and pet fees) and, if the tenant pays 
separately for utilities, the monthly allowance for utilities (excluding telephone) 
established by the public housing authority for the area in which the housing is 
located.  

n. Case Management: Sub-recipient staff must document program participant’s 
eligibility to regain stability in permanent housing. Evaluations must be conducted in 
accordance with the centralized or coordinated assessment required by HUD, once 
implemented. 

While providing homelessness prevention or rapid re-housing assistance to a program 
participant, the sub-recipient must:  

• Require the participant to meet with a case manager not less than once per 
month to assist the program participant in ensuring long-term housing stability 
which shall be notated in the program participants file,  
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• Develop a written plan to assist the program participant to retain permanent 
housing after the ESG assistance ends, taking into account all relevant 
considerations such as the program participant’s current or expected income and 
expenses; other public or private assistance for which the program participant 
will be eligible and likely to receive, and the relative affordability of available 
housing in the area.  

• Case Management may consist of assessing, arranging, coordinating, and 
monitoring the delivery of individualized services to facilitate housing stability 
in permanent housing. 

• Sub-recipient staff must re-evaluate the program participant’s eligibility and 
types and amounts of assistance the participant needs not less than once every 3 
months for program participants receiving homeless prevention assistance, and 
once a year for program participants receiving rapid re-housing assistance.  

• Sub-recipient staff must enter case management information in a program 
participant’s case file and in the local Continuum of Care’s HMIS.  

• HMIS: Sub-recipients must keep records of the participation in HMIS or a 
comparable database of all projects and activities served with ESG funds.  

(4) Shelter, Street Outreach and Shelter Essential Services Recordkeeping Requirements:  

• Street Outreach: Sub-recipients providing street outreach to homeless 
individuals and families must document that the street outreach activities offered 
are necessary to provide emergency care on the street. Services charged to this 
activity must only include costs of providing assistance to eligible participants 
residing on the street or in parks, abandoned buildings, bus stations, camp 
grounds, and other settings where unsheltered persons are staying. Staff salaries 
charged to the grant related to carrying out street outreach must be supported 
with payroll records. Client files should document in detail the types of 
assistance provided, evidence of homelessness, case management records, and 
HMIS User Agreements executed by the client and agency staff. 

• Shelter and Essential services: Sub-recipients must retain case files showing 
client eligibility and the types of services provided to shelter clients. Included 
shall be documentation of homelessness, case management provided, initial 
evaluations, services provided, referrals to other community resources, 
participant participation notes, shelter policies, Fair Housing materials, HMIS 
User Agreements, confidentiality and client grievance policies.  

(5) At risk of homelessness status: For each individual and family who receives ESG 
homelessness prevention assistance, the records must include the evidence relied upon to 
establish and verify the participant’s “at risk of homelessness” status. This evidence must 
include an intake and certification form and is completed by the sub-recipient. The 
evidence must also include whether or not the program participant meets the criteria under 
paragraph (1) of the “at risk of homelessness” definition in 576.2, including:  

• The participant’s certification on a form that the participant has insufficient 
financial resources and support networks (family, friends, faith-based or other 
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social networks) immediately available to attain housing stability and meets one 
or more of the conditions under paragraph (1)(iii) of the definition of “at risk of 
homelessness” in 576.2. 

• Acceptable evidence includes: source documents (notices of termination from 
employment, unemployment compensation statement, bank statements, health-
care bill showing arrears, utility bill showing arrears, etc); to the extent that 
source documents are unobtainable, a written statement by the relevant third 
party (former employer, public administrator, relative, etc.) or the written 
certification by the sub-recipient’s intake staff of the oral verification by the 
relevant third party that meets one or both of the criteria under paragraph (1)(ii) 
of the definition of “at risk of homelessness” in 576.2. 

• To the extent that source documentation and third-party verifications are 
unobtainable, a written statement by the sub-recipient’s intake staff describing 
the efforts taken to obtain the required evidence; and the most reliable evidence 
available to show that the program participant meets one or more of the 
conditions under paragraph (1) (iii) of the definition of “at risk of homelessness” 
in 576.2.  This may include staff observation. 

• Documentation that sub-recipient staff has conducted re-evaluation of program 
participant’s eligibility not less than once every 3 months to continue to receive 
“at risk of homelessness’ assistance.  

(6) Evidence that the program participant meets the criteria of the “homeless” definition in 
576.2, Is an individual or family who lacks a fixed, regular, and adequate nighttime 
residence, meaning:  

• An individual or family with a primary nighttime residence that is a public or 
private place not designed for or ordinarily used as a regular sleeping 
accommodation for human beings, including a car, park, abandoned building, 
bus or train station, airport, or camping ground;  

• An individual or family living in a supervised publically or privately operated 
shelter designated to provide temporary living arrangements (including 
congregate shelters, transitional housing, and hotels and motels paid for by 
charitable organizations or by Federal, state or local government programs for 
low income individuals);  

• An individual who is exiting an institution where he or she resided for 90 days 
or less and who resided in an emergency shelter or place not meant for human 
habitation immediately before entering that institution;  

• An individual or family who will imminently lose their primary nighttime 
residence, provided that: the primary nighttime residence will be lost within 14 
days of the date of application for homeless assistance, no subsequent residence 
was identified; and the program participant lacks resources or support networks 
needed to obtain permanent housing;  

• Unaccompanied youth under 25 years of age, or families with children and 
youth, who do not otherwise qualify as homeless under this definition, but who: 
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are defined as homeless under section 387 of the Runaway and Homeless Youth 
Act, section 637 of the Head Start Act, section 41403 of the Violence Against 
Women’s Act of 1994, section 330(h) of the Public Health Service Act, section 
3 of the Food and Nutrition Act of 2008, section 17(b) of the Child Nutrition Act 
of 1966, or section 725 of the McKinney-Vento Homeless Assistance Act; 

• Have not had a lease, ownership interest, or occupancy agreement in permanent 
housing at any time during the 60 days immediately preceding the date of 
application for homeless assistance; have experienced persistent instability as 
measured by two moves or more during the 60-day period immediately 
preceding the date of applying for homeless assistance; and can be expected to 
continue in such status for an extended period of time because of chronic 
disabilities, chronic physical health or mental health conditions, substance 
addiction, histories of domestic violence or childhood abuse (including neglect), 
the presence of a child or youth with a disability, or two or more barriers to 
employment, which include the lack of a high school degree or GED, illiteracy, 
low English proficiency, a history of incarceration or detention for criminal 
activity, and a history of unstable employment;  

or 

• Any individual or family who: Who is fleeing, or is attempting to flee, domestic 
violence, dating violence, sexual assault, stalking, or other dangerous or life-
threatening conditions that relate to violence against the individual or family 
member, including a child, that has either taken place within the individual’s or 
family’s primary nighttime residence or has made the individual or family afraid 
to return to their primary nighttime residence; has no other residence; and lacks 
the resources or support networks to obtain other permanent housing.  
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SECTION 3: ELIGIBLE ACTIVITIES 

The following reflects detailed information regarding the types of activities that may be provided using 
ESG funds:  

3.1  Street Outreach  

Eligible Program Participants: Unsheltered individuals and families, meaning those who qualify under 
paragraph (1)(i) of the definition of “homelessness”.  

(1) Overview of Eligible Activities: The costs of essential services related to street outreach are 
eligible costs under the ESG program. The eligible costs for street outreach activities differ 
from the eligible costs for essential services related to emergency shelter, as they are 
limited to those necessary to provide emergency care on the street. Services charged to this 
activity must only include costs of providing assistance to eligible participants residing on 
the street or in parks, abandoned buildings, bus stations, camp grounds, and other such 
settings where unsheltered persons are staying. Staff salaries related to carrying out street 
outreach activities are also eligible.  

(2) Eligible Costs: ESG funds may be used for costs of providing essential services necessary 
to reach out to unsheltered homeless people; connect them with emergency shelter, housing 
or critical services; and provide urgent non-facility-based care to unsheltered homeless 
people who are unwilling or unable to access emergency shelter, housing or an appropriate 
health facility. For the purpose of this section, “unsheltered homeless” means individuals 
and families who qualify as homeless under the new definitions. Eligible costs consist of 
the following:  

a. Engagement-the costs to locate, identify, and build relationships with unsheltered 
homeless people and engage them for the purposes of providing immediate support, 
intervention, and connections with homeless assistance programs and/or mainstream 
social services and housing programs.  

b. Case Management-includes the cost of assessing housing and service needs; 
arranging, coordinating, and monitoring the delivery of individualized services to 
meet the needs of the program participants. Includes using the centralized or 
coordinated assessment system developed by the local Continuum of Care as 
mandated by HUD; conducting initial evaluation including verifying and 
documenting eligibility, counseling, developing; securing and coordinating services, 
etc.  

c. Emergency Health Services-includes costs for direct outpatient treatment of medical 
conditions provided by licensed medical professionals operating in community-based 
settings, including streets, parks, and other places where unsheltered homeless people 
are living. Funds may be used only for these services to the extent that other 
appropriate health services are inaccessible or unavailable within the area. Eligible 
treatment consists of accessing a program participant’s health problems and 
developing a treatment plan; assisting participants to understand their health needs; 
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providing directly or assisting program participants to obtain appropriate emergency 
medical treatment; and providing medication and follow-up services.  

d. Emergency Mental Health Services-includes costs for direct outpatient treatment by 
licensed professionals of mental health conditions operating in community-based 
settings, including streets, parks, and other places where unsheltered people are living. 
Funds may be used only for these services to the extent that other appropriate mental 
health services are inaccessible or unavailable within the community. Mental health 
services are the application of therapeutic processes to personal, family, situational, or 
occupational problems in order to bring out positive resolution of the problem or 
improved individual or family functioning or circumstances. Eligible treatment 
consists of crisis intervention, the prescription of psychotropic medications, 
explanation about the use and management of medications, and combinations of 
therapeutic approaches to address multiple problems.  

e. Transportation-Includes transportation costs by outreach workers, social workers, 
medical professionals, or other service providers, provided that this travel takes place 
during the provisions of services eligible under this section. The costs of transporting 
unsheltered people to emergency shelters or other service facilities are also eligible. 
These costs include:  

(i) The cost of a program participant’s travel on public transportation;  

(ii) Of service workers use their own vehicles, mileage allowance for service 
workers to visit program participants;  

(iii) The cost of purchasing or leasing a vehicle for the sub-recipient in which staff 
transports program participants and/or staff serving program participants, and 
the cost of gas, insurance, taxes and maintenance for the vehicle; and 

(iv) Travel costs of sub-recipient staff to accompany or assist the program 
participants to use public transportation. 

f. Services for Special Population-funds may be used to provide services for homeless 
youth, victim services, and services for people living the HIV/AIDs, so long as the 
costs of providing these services are eligible under program regulations. The term 
“victim services” means services that assist program participants who are victims of 
domestic violence, dating violence, sexual assault, or stalking, including services 
offered by rape crisis centers, DV shelters, and other organizations with a documented 
history of effective work concerning domestic violence, dating violence, sexual 
assault or stalking.   

3.2  Emergency Shelter  

Eligible Program Participants: Individuals and families who are homeless as defined by HUD.  

ESG funds may be used to provide essential services to persons in emergency shelters, renovating 
buildings to be used as emergency shelters, and operating emergency shelters. Staff costs related to 
carrying out emergency shelter activities is also eligible. Eligible Activities Include:  
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(1) Case Management - The cost of assessing, arranging, coordinating and monitoring the 
delivery of individualized services to meet the needs of the program participant. 
Component services and activities consist of:  

• Using the centralized or coordinated assessment system developed by the local 
Continuum of Care as mandated by program regulations 

• Conducting the initial evaluation  

• Counseling  

• Developing, securing, and coordinating, services and obtaining Federal, state and 
local benefits  

• Monitoring and evaluating program participant progress  

• Providing information and referrals to other programs  

• Providing ongoing risk assessment and safety planning with domestic violence, dating 
violence, sexual assault and stalking victims  

• Developing an individualized housing and service plan, including planning a path to 
permanent housing stability.  

(2) Child Care - The cost of child care for program participants, including providing meals 
and snacks, and comprehensive and coordinated sets of appropriate developmental 
activities are eligible. Children must be under the age of 13 unless they are disabled. 
Disabled children must be under the age of 18. The child-care center must be licensed by 
the jurisdiction in which it operates.  

(3) Education Service - When necessary for program participants to obtain and maintain 
housing, the costs of improving knowledge and basic educational skills are eligible. 
Services include instruction or training in consumer education, health education, substance 
abuse prevention, literacy, English as a Second Language (ESL) and GED. Component 
services of activities are screening, assessment and testing, individual or group instruction, 
tutoring, provision of books, supplies, and instructional material, counseling and referral to 
community resources.  

(4) Employment Assistance and Job Training - The costs of employment assistance and job 
training programs are eligible including: classroom, online, computer instruction, on the job 
instruction, services that assist the individuals in securing employment, acquiring learning 
skills, and/or increasing earning potential.   

(5) Outpatient Health Service - Costs for direct outpatient treatment of medical conditions 
provided by licensed medical professionals. Funds may be used only for these services to 
the extent that other appropriate health services are unavailable within a community. 
Eligible treatment consists of: assessing a program participant’s health problems, 
developing a treatment plan,  providing directly or assisting participants to obtain 
appropriate medical treatment preventive medical and/or dental care,  health maintenance 
service, including emergency medical services, and providing medications and follow-up 
services. 

30 
 



(6) Legal Service - Costs including hourly fees for legal advice and representation by attorneys 
licensed and in good standing with the bar association, and by persons under the 
supervision of the licensed attorney, regarding matters that interfere with participants ability 
to obtain and retain housing. Funds may only be used for these services to the extent that 
other appropriate legal services are unavailable or inaccessible within the community. 
Eligible subject matters are: child support, guardianship, paternity, emancipation, legal 
separation, orders of protection and other civil remedies for victims of domestic violence, 
dating violence, sexual assault, and stalking, appeal of veterans and public benefit claim 
denials and resolution of outstanding criminal warrants. 

Component services or activities may include client intake, preparation of cases for trial, 
provisions of legal advice, representation at hearings, and counseling. Fees based on the 
actual service performed (i.e. fee for services) are also eligible, but only if the cost would 
be less than the cost of hourly fees. Filing fees and other necessary court costs are also 
eligible. If the sub-recipient is a legal services provider and performs the services itself, the 
eligible costs are the sub-recipient’s employee’s salaries and other costs necessary to 
perform the service.  

Note: Legal services for immigration and citizenship matters and issues relating to 
mortgages are INELIGIBLE. Retainer fee arrangements and contingency fee 
arrangements are also ineligible.  

(7) Life Skills Training - Costs of teaching critical life management skills that may never have 
been learned or have been lost during the course of physical or mental illness, DV, 
substance abuse, and homelessness are eligible costs. These services must be necessary to 
assist the program participant to function independently. Component life skills training are 
budgeting resources, managing money, managing a household, resolving conflict, shopping 
for food and needed items, improving nutrition, using public transportation and parenting. 

(8) Mental Health Services - Costs include direct outpatient treatment by licensed 
professionals of mental health conditions. Funds may only be used for these services to the 
extent that other appropriate mental health services are unavailable or inaccessible within 
the community. Eligible treatment consists of crisis intervention, therapy sessions, 
prescription of psychotropic medications, or explanations about the use and management of 
medications, and combinations of therapeutic approaches to address multiple problems.  

(9) Substance Abuse Treatment Service - Eligible substance abuse treatment services are 
designed to prevent, reduce, eliminate, or deter relapse of substance abuse or addictive 
behaviors and are provided by licensed or certified professionals. Funds may only be used 
for these services to the extent that other appropriate substance abuse treatments services 
are unavailable or inaccessible within a community. Eligible treatment consists of: client 
intake and assessment, outpatient treatment for up to 30 days, group and individual 
counseling and drug testing.  

Note: Impatient detoxification and other inpatient drug or alcohol treatments are 
INELIGIBLE. 
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(10) Transportation - Costs consist of the transportation costs of a program participant’s travel 
to and from medical care, employment, child care, or other eligible essential services 
facilities. These costs include the following: the cost of a program participant’s travel on 
public transportation, mileage allowance for employees using their own vehicles to visit or 
transport clients, the cost of purchasing or leasing a vehicle for the sub-recipient in which 
staff transports program participants and/or staff serving program participants, and the cost 
of gas, insurance, taxes and maintenance of the vehicle, and the travel costs of sub-recipient 
staff to accompany or assist program participants to use public transportation.  

(11) Services for Special Populations - Funds may be used to provide services for homeless 
youth, victim services, and services for people living with HIV/AIDs, so long as the cost of 
providing these services are eligible. The term “victim services” means services that assist 
program participants who are victims of domestic violence, dating violence, sexual assault, 
or stalking, including services offered by rape crisis centers and domestic violence shelters, 
and other organizations with a documented history of effective work concerning these 
issues.  

(12) Shelter Operations - Costs of maintenance including: minor or routine repairs, rent, food, 
security, fuel, equipment, telephone/cell phone service, internet and cable expense, 
furnishings, office supplies, insurance, utilities and other supplies necessary for the 
operation of the shelter(s). 

NOTE:  Where no appropriate emergency shelter is available for a homeless individual or 
family, eligible costs may also include a hotel or motel voucher.  

(13) Shelter Rehabilitation or Conversion – Costs of contract labor to rehabilitate and existing 
shelter or conversion of a building for emergency shelter.  Building must be maintained as 
an emergency shelter for 3-10 years depending upon the amount of rehabilitation.  Refer to 
Section 5 for Use Requirements of Emergency Shelters. 

3.3 Homeless Prevention and Rapid Re-Housing  

Funds used to provide homelessness prevention or rapid re-housing assistance must be used to provide 
assistance in permanent housing. There must be a lease between the program participant and the 
housing owner. In addition, there must be a formal Rental Assistance Agreement between the sub-
recipient (the agency providing the service) and the housing owner.  

NOTE:  Living in a motel or hotel is not considered to be permanent housing and therefore is not an 
eligible expense under this program.  

(1) Eligible Program Participants:  

a. Homeless Prevention: Individuals and families who are at imminent risk, or at risk of 
homelessness¸ meaning those who qualify under paragraph (2) and (3) of the 
homeless definition or those who qualify as at risk of homelessness. Individuals and 
families must have an income below 30% of Area Median Income upon entry into the 
program, and are lacking sufficient resources or support networks immediately 
available to prevent them from moving to an emergency shelter or another place 
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described in paragraph (1) of the homeless definition. Program participants must meet 
the threshold requirements reflected in part 572.2 (1) (iii). 

b. Rapid Re-Housing: Individuals and families who are literally homeless, meaning 
those who qualify under paragraph (1) of the definition of homeless. 

(2) Eligible Activities:  Up to nine months rental assistance and or utility assistance.  Staff 
salaries related to carrying out rapid re-housing and homelessness prevention activities are 
also eligible.  

a. Financial Assistance: Rental application fees, security deposits, utility deposits, last 
month’s rent, utility payments, and moving costs  

b. Services: Housing search and placement, housing stability case management, 
mediation, legal services, and credit repair.  

3.4 Homeless Management Information System Data Collection  

(1) Eligible Costs:  

a. Staff costs of contributing data to the HMIS designated by the Continuum of Care, 
including time to complete data entry, monitoring and reviewing data quality, 
completing data analysis, reporting to HMIS Lead, training staff on using HMIS or 
comparable database approved by the CoC, and implementing complying with HMIS 
requirements. Costs may also include staff travel costs to conduct intake, and paying 
any participation fees charged by the HMIS Lead.  

b. If the sub-recipient is a Victim Services Provider or Legal Services Provider, ESG 
funds may be used to establish and operate a comparable database that collects client-
level data over time and generates unduplicated aggregate reports based on the data. 
Information entered into a comparable database must not be entered directly into or 
provided to an HMIS.  

(2) Restrictions: Activities funded under this section must comply with HUD’s standards on 
participation, data collection, and reporting under HMIS.  

3.5 Administration  

THDA may use up to 7.5% of the annual ESG allocation for administrative costs related to planning 
and execution of ESG activities. A reasonable portion of allowable administrative costs must be shared 
with units of general local governments that carry out ESG activities.  THDA currently allows up to 
4.5% of the annual ESG allocation for administrative costs to be awarded to the Set Aside Cities. 

(1) Eligible Costs:  

a. Costs of overall program management, coordination, monitoring and evaluation, 
including:  

b. Salaries, wages, and related costs of staff engaged in program administration. In 
charging costs to this category, the agency may either include the entire salary, wages 
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and related costs allocable to the program of each persons whose primary 
responsibility with regard to the program.  

c. Program administration costs including: preparing program budgets and schedules, 
and amendments to those budgets and schedules; developing systems for assuring 
compliance with program requirements; developing interagency agreements and 
agreements with sub-recipients and contractors to carry out program activities, 
monitoring program activities for progress and compliance with program 
requirements; audits and evaluations.  Other eligible costs include program supplies, 
travel costs, training, rental or purchase of equipment, utilities and office space related 
to services. 

3.6 Ineligible Activities  

(1) Acquisition of real property 

(2) New construction of an emergency shelter for the homeless 

(3) Property clearance or demolition 

(4) Rehabilitation administration, such as the preparation of work specifications or inspections 

(5) Staff training or fund raising activities associated with rehabilitation 

(6) Salary of case management supervisor when not working directly on participant issues 

(7) Advocacy, planning, and organizational capacity building 

(8) Staff recruitment and/or training (with the exception of HMIS training) 

(9) Transportation costs not directly associated with service delivery  

(10) Recruitment or on-going training of staff 

(11) Depreciation 

(12) Costs associated with the organization rather than the supportive housing project 
(advertisements, pamphlets about the agency, surveys, etc.) 

(13) Staff training, entertainment, conferences or retreats 

(14) Public relations or fund raising 

(15) Bad debts or bank fees 

(16) Mortgage payments 

(17) Pet deposits 
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(18) Late fees incurred if grantee does not pay agreed rental subsidy by agreed date 

(19) Payment of temporary storage fees in arrears 

(20) Payment of past debt not related to rent or utility  

(21) Financial assistance to program participants who are receiving the same type of assistance 
through other public sources or to a program participant who has been provided with 
replacement housing payments under Uniform Relocation Assistance during the same time 
period 
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SECTION 4: PARTICIPANT REQUIREMENTS 

The ESG Program is intended to address the needs of the individuals and families (program 
participants) who are homeless, chronically homeless, or at risk of homelessness. In order for a 
program participant to receive assistance with this program, he or she must meet the definition of 
homeless or at-risk of homelessness; have annual gross income below 30% of Area Median Income if 
requesting Prevention financial assistance; be eligible to receive assistance based on the sub-recipient’s 
Written Standards; and have no other resources available to ensure long-term housing stability.  

Sub-recipients are required to ensure that all program participants meet the prescribed HUD definitions 
in order to receive assistance though the ESG program. All ESG sub-recipients are required to use the 
Centralized Intake Procedures and forms established by their Continuum of Care.  Domestic Violence 
service providers are exempt from using the Centralized intake forms. 

4.1 Homeless Assistance  

Clients receiving assistance using ESG funds for street outreach, shelter, essential services and rapid 
re-housing financial assistance must meet the definition of homeless in order to be eligible for 
assistance. The Homeless Definition final rule, published in the Federal Register on December 5, 2011, 
defines homelessness in four (4) categories as follows (which must be documented in order to receive 
assistance):  

Category 1 Literally Homeless  

Individual or family who lacks a fixed, regular, and adequate nighttime residence, meaning:  

(1) Has a primary nighttime residence that is a public or private place not meant for human 
habitation;  

(2) Is living in a publicly or privately operated shelter designated to provide temporary living 
arrangements (including congregate shelters, transitional housing, and hotels and motels 
paid for by charitable organizations or by federal, state, or local government programs); or  

(3) Is exiting an institution where the individual or family has resided for 90 days or less and 
who resided in an emergency shelter or place not meant for human habitation immediately 
before entering that institution.  

Category 2 Imminent Risk of Homelessness  

Individual or family who will imminently lose their primary nighttime residence, provided that:  

(1) Residence will be lost within 14 days of the date of application for homeless assistance;  

(2) No subsequent residence has been identified; and  

(3) The individual or family lacks the resources or support networks needed to obtain other 
permanent housing.  
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Category 3 Homeless under other Federal Statutes  

Unaccompanied youth under 25 years of age, or families with children and youth, who do not 
otherwise qualify as homeless under this definition, but who:  

(1) Are defined as homeless under the other listed federal statutes located at 24 CFR part 576.1 
“Definitions”;  

(2) Have not had a lease, ownership interest, or occupancy agreement in permanent housing 
during the 60 days prior to the homeless assistance application;  

(3) Have experienced persistent instability as measured by two moves or more during the 
preceding 60 days; and  

(4) Can be expected to continue in such status for an extended period of time due to special 
needs or barriers.  

Category 4 Fleeing/Attempting to flee Domestic Violence  

Any individual or family who:  

(1) Is fleeing, or is attempting to flee, domestic violence;  

(2) Has no other residence; and  

(3) Lacks the resources or support networks to obtain other permanent housing. 

* Individuals and families who meet the criteria of Category 4 may be served 
under Rapid Rehousing or Prevention, depending on their housing situation at the 
time of assistance.  For instance, if the individual or family is residing in a 
domestic violence shelter, then they automatically qualify as homeless under 
Category 1 and 4.  If the individual or family is still living in a home but need to 
move due to the domestic violence situation, they may qualify for prevention if 
they meet the 30% income eligibility requirement. 

4.2 Homeless Prevention Assistance  

For individuals and families who do not meet the definition of homeless under any of the categories 
above, the McKinney-Vento Act was amended to allow Homeless Prevention Assistance to be 
provided to persons who are “at risk of homelessness” described in the following three categories:  

Category 1 Individuals and families  

An individual or family who:  

(1) Has an annual income below 30% of area median income for the area; AND  

(2) Does not have sufficient resources or support networks immediately available to prevent 
them from moving to an emergency shelter or another place defined in Category 1 of the 
“homeless” definition above; AND  

(3) Meets one of the following conditions:  
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a. Has moved because of economic reasons 2 or more times during the 60 days 
immediately preceding the application for assistance; OR  

b. Is living in the home of another because of economic hardship; OR  

c. Has been notified that their right to occupy their current housing or living situation 
will be terminated within 21 days after the date of application for assistance; OR  

d. Lives in a hotel or motel and the cost is not paid for by charitable organizations or by 
federal, state or local government programs for low-income individuals; OR  

e. Lives in an Single Room Occupancy (SRO) or efficiency apartment unit in which 
there reside more than 2 person or lives in a larger housing unit in which there reside 
more than one and a half (1 ½) persons per room; OR 

f.  Is exiting a publicly funded institution or system of care.  

Category 2 Unaccompanied Children and Youth  

A child or youth who does not qualify as homeless under the homeless definition, but qualifies as 
homeless under another Federal statute;  

Category 3 Families with Children  

An unaccompanied youth who does not qualify as homeless under the homeless definition, but 
qualifies as homeless under section 725(2) of the McKinney-Vento Homeless Assistance Act, and 
includes the parent(s) or guardian(s) of that child or youth if living with him or her.  

4.3 Other Participant Eligibility Requirements  

In addition to meeting the definition of homeless or at-risk of homelessness, sub-recipient staff must 
ensure program participants are eligible to receive assistance based on a number of additional 
requirements. The following is a summary of what must occur in order for clients to receive ESG 
assistance. This list highlights the main areas of eligibility; sub-recipient staff must utilize ESG forms 
and checklists to ensure all areas are documented as required by program regulations:  

1. Written Standards: Program participants must meet the eligibility requirements set forth in 
the sub-recipients written standards. Evidence that the client meets the eligibility criteria 
must be documented.  

2. ESG Eligibility Requirements: There must be an initial evaluation to determine participant 
eligibility for ESG assistance and the amount and types of assistance to regain stability in 
permanent housing. They must be conducted in accordance with the centralized or 
coordinated assessment system required by HUD, once available, and in accordance with 
ESG regulations at 24 CFR part 576:  

a. Housing Status: Documentation of current housing status must be obtained;  

b. Homeless or at-risk of homelessness status: Sub-recipient staff must verify and 
document the homeless or at-risk of homeless status of clients served. This shall be 
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done by obtaining certifications from program participants; and written verifications 
form third-party sources if available. As a last resort case managers may verify orally, 
but must document time, date and name of person who has verified the client’s status;  

c. At-Risk Threshold criteria: For households to qualify as “at risk of homelessness”, 
individuals or families must be documented to meet two threshold criteria and must be 
documented to exhibit one or more specified risk factors as follows:  

i. Threshold Criteria (Must meet both): 

• The household must have income BELOW 30% of area median income 
for the geographic area, AND 

• The household has insufficient resources or support networks such as 
family, friends, faith-based or other social networks immediately available 
to prevent the household from moving into an emergency shelter or other 
location described in paragraph 1 of the new HUD homeless definitions.  

ii. Risk Factor Criteria (Must meet at least one): 

• Household has moved frequently (defined as 2 or more times during the 60 
days immediately preceding the application for assistance) because of 
economic reasons;  

• Household is living in the home of another because of economic hardship;  

• Household has been notified that their right to occupy their current 
housing or living situation will be terminated within 21 days;  

• Lives in a hotel or motel that is not paid for by Federal, state or local 
government programs for low-income individuals or by charitable 
organizations;  

• Lives in severely overcrowded housing (lives in SRO or efficiency 
apartment unit in which more than 2 persons reside or another type of 
housing in which there resides more than 1.5 persons per room);  

• Is exiting a public institution or system of care, such as a health care 
facility, mental health facility, foster care, or other youth facility, or 
correction program or institution; or  

iii. Other “at risk of homelessness” criteria:  

• “At risk of homelessness” also includes any children or youth who are 
defined as “homeless” under other Federal statutes, but are not defined as 
homeless under this program, and shall include the parent, parents, or 
guardian of such children or youth. All may receive homelessness 
prevention assistance as long as the parent, parents, or guardian are living 
with those children or youth. Documentation of eligibility under this 
criteria must be obtained and maintained in the client’s file.  

d. Annual Income: When determining annual income of a participant, the sub-recipient 
must use the standard for calculating annual income under 24 CFR 5.609. Clients 
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receiving Prevention assistance must be below 30% of Area Median Income. Income 
of all household members 18 years of age and older must be verified and documented 
in the case file.  Please refer to Attachment 4 for determination of income guidelines. 

e. Connecting program participants to mainstream and other resources: Sub-recipients 
must document that each participant was assisted to obtain the following (if 
applicable):  

i. Appropriate supportive services, including assistance in obtaining permanent 
housing, medical health treatment, mental health treatment, counseling, 
supervision, and other services essential for achieving independent living; and  

ii. Other Federal, state, local and private assistance available to assist the 
participant in obtaining housing stability. 

f. Require the participant meet with a case manager not less than one per month to assist 
the participant in ensuring long-term housing stability. This must be documented in 
the case file,  

g. Develop a documented plan to assist the participant to retain permanent housing after 
the ESG assistance ends, taking into account all relevant considerations such as the 
participant’s current or expected income and expenses; other public or private 
assistance for which the participant will be eligible and likely to receive, and the 
relative affordability of available housing in the area.  

h. Terminating Assistance:  

i. In general, if a participant violates program requirements, the agency may 
terminate the assistance in accordance with a formal process established by the 
sub-recipient that recognizes the rights of individuals affected. The sub-recipient 
must exercise judgment and examine all extenuating circumstances in 
determining when violations warrant termination so that a participant’s 
assistance is terminated only in the most severe cases.  

ii. The sub-recipient must develop a formal termination process in order to 
terminate a participant receiving rental assistance or housing relocation and 
stabilization services. At a minimum the process must consist of:  

• Written notice to the participant containing a clear statement of the reasons 
for termination;  

• A review of the decision, in which the participant is given the opportunity 
to present written or oral objections before a person other than the person 
(or a subordinate of that person) who made or approved the termination 
decision; and 

• Prompt written notice of the final decision to the program participant 
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iii. The formal process must be outlined in the sub-recipients formal grievance 
procedures and be provided to program participants upon entry into an ESG-
funded program or activity; and  

iv. Termination from an ESG-funded program or activity does not bar the sub-
recipient from providing further assistance at a later date to the same individual 
or family.  

i. Rent Reasonableness: Rental assistance may not be provided for a housing unit unless 
the rent does not exceed both the Fair Market Rent (FMR) established by HUD for the 
area in which the program participant receives assistance and the unit complies with 
the Rent Reasonableness standards established under 24 CFR 982.507. Sub-recipients 
must document in the program participant’s file that the housing unit is both 
reasonable and within the established FMR. This is to ensure the program participant 
can remain in housing once the ESG assistance has ended.  See Attachment 5 for 
guidance on Rent Reasonableness. 

j. Lead-Based Paint: If the program participant has a child under 6 or a pregnant women 
living in the housing unit, an assessment of the age of the property must be conducted. 
This may be done by accessing the local Assessor’s website. If the unit was 
constructed prior to 1978, all lead-based paint requirements must be met. See 
Attachment 2 for the LBP Compliance Form. 

k. Housing Standards: All units assisted with ESG funds must meet have an Housing 
Standards inspections conducted;  

l. Housing Subsidy: Financial assistance cannot be provided to a program participant 
who is receiving the same type of assistance through other public. Documentation that 
sub-recipient staff have taken steps to verify that participants meet this requirement;  

m. Recertification documentation: Program participants receiving financial assistance 
and housing relocation and stabilization assistance must be recertified for eligibility 
every 3 months if receiving homeless prevention assistance, and annually if receiving 
homeless assistance. The recertification shall include eligibility for housing status, 
income, and need for continued financial assistance. Documentation of eligibility 
must be obtained, verified and documented before the 4th month of assistance is paid 
for homeless prevention clients; and before the 13th month of assistance is paid for 
homeless clients.  

  

41 
 



SECTION 5:  USE REQUIREMENTS FOR SHELTERS  

 5.1  Use Requirement for Shelters  
 
 24 CFR part 576.102(c) defines the minimum period of use requirements for shelters funded through 
the ESG program as follows:  
 

1. Renovated buildings: Each building renovated with ESG funds must be maintained as a 
shelter for homeless individuals and families for not less than a period of 3 or 10 years, 
depending on the type of renovation and the value of the building. The ‘‘value of the 
building’’ is the reasonable monetary value assigned to the building, such as the value 
assigned by an independent real estate appraiser. The minimum use period must begin on 
the date the building is first occupied by a homeless individual or family after the 
completed renovation.  
 

2. Major rehabilitation: If the rehabilitation cost of an emergency shelter exceeds 75 percent 
of the value of the building before rehabilitation, the minimum period of use is 10 years. 
 

3. Conversion: If the cost to convert a building into an emergency shelter exceeds 75 percent 
of the value of the building after conversion, the minimum period of use is 10 years. 

 
4. Renovation other than major rehabilitation or conversion: In all other cases where ESG 

funds are used for renovation, the minimum period of use is 3 years. 
  

5. Essential services and shelter operations: Where the sub-recipient uses ESG funds solely for 
essential services or shelter operations, the sub-recipient must provide services or shelter to 
homeless individuals and families at least for the period during which the ESG funds are 
provided.  

5.2  Shelter Building Standards  
 
Any building for which the ESG funds are used for renovation, conversion, or major rehabilitation 
must comply with the local government safety and sanitation standards, the uniform Federal 
Accessibility Standards Act 24 CFR Part 40, Appendix A, and the Americans with Disabilities Act. 
The US Department of Housing and Urban Development and THDA requires all sub-recipients to 
exercise every reasonable effort to ensure the safety of the shelter environment, the homeless 
beneficiaries, and the employees. As a result, THDA requires that an inspection be performed to ensure 
that the renovation was performed in accordance with all local building codes.   

5.3  Lead-Based Paint  
 
When ESG funds provide for the operation of short-term emergency shelters that can be defined as 
‘zero-bedroom dwellings’ according to the Lead-Based Paint Hazard regulations at 24 CFR Part 35, 
the activity is governed by Subpart K of this regulation. Most emergency shelters are exempt for the 
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regulations, such as studio apartments, dormitories, SRO units, barracks and group homes. Any 
emergency shelters build prior to 1978 need only to comply with the following simplified lead 
requirements:  
  

• Provide the Lead Hazard Information Pamphlet available through HUD; 
• Do a visual assessment of painted surfaces to identify deterioration;  
• Complete paint stabilization by repainting deteriorating surfaces; and 
• Incorporate ongoing LBP maintenance  

 
Housing that is not exempted by the definition above, or housing where children under the age of 6 
reside frequently, is subject to all lead-based paint regulations.  
 
Homeless prevention and rapid re-housing services are subject to lead regulations because the units 
assisted with these funds are not temporary residences and do not fall under the shelter exemption. 
Assistance for first month’s rent cannot be provided for housing units that are not known to be free of 
lead-based paint contamination.  

5.4  Flood Hazards 
  
No proposed site on which renovation, major rehabilitation, or conversion of a building is to be 
assisted under ESG, other than by grant amounts allocated to States under 576.43, may be located in an 
area that has been identified by the Federal Emergency Management Agency (FEMA) as having 
special flood hazards. 

5.5  Prohibition against involuntary family separation  
 
The age or gender of a child under age 18 must not be used as a basis for denying any family’s 
admission to an emergency shelter that uses Emergency Solutions Grant (ESG) funding or services and 
provides shelter to families with children under age 18.  
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SECTION 6:  OTHER FEDERAL REQUIREMENTS 
 
  
THDA and its sub-recipients must comply with applicable Federal requirements as reflected in 
576.404, 576.406, 576.407 and 576.408 as follows: 

6.1  Conflict of Interest (576.404)  
 

1. Organizational conflicts of interest: The provision of any type or amount of ESG assistance 
may not be conditioned on an individual’s or family’s acceptance or occupancy of emergency 
shelter or housing owned by the sub-recipient, or a subsidiary of the sub-recipient. No sub-
recipient may, with respect to individuals or families occupying housing owned by the sub-
recipient, or any parent or subsidiary of the sub-recipient, carry out the initial evaluation 
required under 576.401 or administer homelessness prevention assistance under 576.103. 
 

2. Individual conflicts of interest: For the procurement of goods and services, sub-recipients must 
comply with the codes of conduct and conflict of interest requirements under 24 CFR 85.36 
(for governments) and 24 CFR 84.42 (for private nonprofits). For all other transactions and 
activities, the following restrictions apply:  
 
a. Conflicts prohibited: No persons described in this section who exercise or has exercised any 

functions or responsibilities with respect to activities assisted under the ESG program or 
who is in a position to participate in a decision-making process or gain inside information 
with regard to activities assisted under the program, may obtain a financial interest or 
benefit from an assisted activity; have a financial interest in any contract, subcontract, or 
agreement with respect to an assisted activity; or have a financial interest in the proceeds 
derived from an assisted activity, either for him or herself or for those with whom he or she 
has family or business ties, during his or her tenure or during the one-year period following 
his or her tenure;  
 

b. Persons covered: the conflict-of-interest provisions of this section apply to any person who 
is an employee, agent, consultant, officer, or elected or appointed official of the sub-
recipient.  

 
c. Contractors: All contractors of THDA or sub-recipient must comply with the same 

requirements that apply to sub-recipients under this section.  

6.2  Affirmative Outreach  
 
Sub-recipients must make known that use of the facilities, assistance, and services are available to all 
on a nondiscriminatory basis. If it is unlikely that the procedures that sub-recipient intends to use to 
make known the availability of facilities, assistance, and services will reach persons of any particular 
race, color, religion, sex, age, national origin, familial status, or disability who may qualify for those 
facilities and services, sub-recipients must establish additional procedures that ensure that those 
persons are made award of the facilities, assistance, and services. Sub-recipients must take appropriate 
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steps to ensure effective communication with persons with disabilities including, but not limited to, 
adopting procedures that will make available to interested persons information concerning the location 
of assistance, services, and facilities that are accessible to persons with disabilities. Consistent with 
Title VI and Executive Order 13166, sub-recipients are also required to take reasonable steps to ensure 
meaningful access to programs and activities for limited English proficiency (LEP) persons.  

6.3  Uniform Administrative Requirements  
 
The requirements of 24 CFR part 85 apply to sub-recipients that are units of general purpose local 
government, except that 24 CFR 85.24 and 85.42 do not apply, and program income is to be used as 
match under 24 CFR 85.25(g). The requirement of 24 CFR part 84 apply to sub-recipients that are 
private nonprofits organizations, except that 24 CFR 84.23 and 84.53 do not apply, and program 
income is to be used as the federal share under 24 CFR 84.24(b). These regulations include allowable 
costs and non-Federal audit requirements.  

6.4  Environmental Review  
 
Activities under ESG are subject to environmental reviews by HUD under 24 CFR part 50. Each sub-
recipient shall supply all available, relevant information necessary for THDA to perform for each 
property any environmental review required by 24 CFR part 50.  
 
Sub-recipients may not rehabilitate or convert, property for a project under this part, or commit or 
expend HUD or local funds for eligible activities under this part, until THDA has approved an 
environmental review under 24 CFR part 50. 

6.5  Displacement, Relocation, and Acquisition  
 

When using ESG funds for rehabilitation or conversion of a rental unit for use as an emergency shelter, 
sub-recipients must assure that they have taken all reasonable steps to minimize the displacement of 
persons (families, individuals, businesses, nonprofit organizations, and farms) as a result of a project 
assisted under ESG. In general, a displaced person must be provided relocation assistance at the levels 
described in, and in accordance with, the URA and 49 CFR part 24.  

6.6 Section 504 of the Rehabilitation Act of 1973  
 
Sub-recipients must comply with Section 504 of the Rehabilitation Act of 1973 (The Act). Pursuant to 
the requirement of The Act, sub-recipients must ensure that no otherwise qualified disabled person 
shall, solely by reason of their disability be excluded from the participation in, be denied the benefits 
of, or be subject to discrimination, including discrimination in employment, in any program or activity 
that receives or benefits from Federal financial assistance. The sub-recipient must also ensure that 
requirements of The Act shall be included in the agreements with and be binding on all of its 
subgrantees, contractors, and subcontractors, assignees or successors.  
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6.7  Non-Discrimination and Equal Opportunity  
 
Sub-recipients are required to ensure that ESG-funded services are made available to all on a 
nondiscriminatory basis, and to publicize this fact. This availability must reach persons of any 
particular handicap, race, ethnicity, religion, sex, age, familial status or national origin within the 
agency’s service area.  All program participants should be given the Fair Housing – It’s Your Right 
pamphlet issued by HUD.  See Attachment 6 – Fair Housing Pamphlet. 

6.8  Faith-Based Organizations  
 
Federal agencies are required to treat all organizations fairly and without regard to religion in federal 
programs. It is HUD policy that, within the framework of constitutional church-state guidelines, faith-
based organizations should be able to compete on an equal footing with other organizations for federal 
funding. Accordingly, organizations that are faith-based are eligible, on the same basis as any other 
organization, to participate in HUD’s programs and activities. Neither the federal government nor a 
state or local government receiving funds under a  
HUD program or activity shall discriminate against an organization on the basis of the organization’s 
religious character or affiliation. HUD supports the participation of faith-based organizations in its 
programs.  
 

Faith-based activities are eligible to receive ESG funds per 576.406 under the following conditions:  
 

1. Organizations that are religious or faith-based are eligible, on the same basis as any other 
organization, to receive ESG funds. Neither the Federal Government nor a State or local 
government receiving funds under ESG shall discriminate against an organization on the 
basis of the organization’s religious character or affiliation.  
 

2. Organizations that are directly funded under the ESG program may not engage in inherently 
religious activities, such as worship, religious instruction, or proselytization as part of the 
programs or services funded under ESG. If an organization conducts these activities, the 
activities must be offered separately, in time or location, from the programs or services 
funded under ESG, and participation must be voluntary for program participants.  

 
3. Any religious organization that receives ESG funds retains its independence from Federal, 

State, and local governments, and may continue to carry out its mission, including the 
definition, practice, and expression of its religious beliefs, provided that the religious 
organization does not use direct ESG funds to support any inherently religious activities, 
such as worship, religious instruction, or proselytization. Among other things, faith-based 
organizations may use space in their facilities to provide ESG-funded services, without 
removing religious art, icons, scriptures, or other religious symbols. In addition, an ESG-
funded religious organization retains its authority over its internal governance, and the 
organization may retain religious terms in its organization’s name, select its board members 
on a religious basis, and include religious references in its organization’s mission 
statements and other governing documents 
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4. An organization that receives ESG funds shall not, in providing ESG assistance, 
discriminate against a program participant or prospective program participant on the basis 
of religion or religious belief.  ESG funds may not be used for the rehabilitation of 
structures to the extent that those structures are used for inherently religious activities. 
Where a structure is used for both eligible and inherently religious activities, ESG funds 
may not exceed the cost of those portions of the rehabilitation that are attributable to 
eligible activities in accordance with the cost accounting requirements applicable to ESG 
funds. Sanctuaries, chapels, or other rooms that an ESG-funded religious congregation uses 
as its principal place of worship, however, are ineligible for funded improvements under the 
program.  

6.9  Equal Access to Housing in HUD Programs Regardless of Sexual Orientation or Gender 
Identity  

 
On February 3, 2012, HUD published a final rule in the Federal Register entitled  
Equal Access to Housing in HUD Programs Regardless of Sexual Orientation or  
Gender Identity. This rule became effective March 5, 2012.  
 
This rule applies to all McKinney-Vento-funded housing programs, as well as to other housing assisted 
or insured by HUD. The rule creates a new regulatory provision that generally prohibits considering a 
person’s marital status, sexual orientation, or gender identity (a person’s internal sense of being male 
or female) in making homeless housing assistance available. As the nation’s housing agency, HUD’s 
goal is to ensure that their programs are carried out free from discrimination and are models for equal 
housing opportunity. 
 
The rule can be found in the Federal Register of February 3, 2012, p 5662. It includes provisions that:  
 

a. Require entities assisted by HUD to make housing available without regard to actual or 
perceived sexual orientation, gender identity, or marital status;  
 

b. Clarify that the definition of “family” and “household,” which identifies who is eligible for 
HUD’s core programs, includes persons regardless of actual or perceived sexual 
orientation, gender identity, or marital status; and 

  
c.   Prohibit HUD-assisted entities from inquiring about an applicant’s or occupant’s sexual 

orientation or gender identity for the purpose of determining eligibility or otherwise making 
housing available.  

6.10  Lobbying Requirements  
 
No federally appropriated funds will be paid or will be paid, by or on behalf of the sub-recipient, to 
any person for influencing or attempting to influence an officer or employee of any agency, a member 
of Congress in connection with the awarding of any federal contact, the making of any federal grant, 
the making of any federal loan, and entering into of any cooperative agreement, and the extension, 
continuation, renewal, amendment, or modification of any federal contract, grant, loan, or cooperative 
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agreement.  Sub-recipients shall require the language of this certification in the award documents for 
all sub-grantees at all tiers.  

6.11   Homeless Participation 

The sub-recipient will ensure that at least one homeless or formerly homeless individual participates in 
a policy-making function within the organization in accordance with the Federal ESG Regulations.  
The sub-recipient will involve homeless individuals and families in the operations of the ESG-funded 
activities through work or volunteer activities to the extent possible. 

6.12  Drug-Free Workplace 

The State must require its Grantees to adopt a drug-free workplace policy that certifies that the Grantee 
will or will continue to provide a drug-free workplace by: 

a. Publishing a statement notifying employees that the unlawful manufacture, distribution, 
dispensing, possession, or use of a controlled substance is prohibited in the Grantee’s 
workplace and specifying the action that will be taken against employees for violation 
of such prohibition. 

b. Establishing an on-going drug-free awareness program to inform employees about: 

1. The dangers of drug abuse in the workplace; 

2. The Grantee’s policy of maintaining a drug-free workplace; 

3. Any available drug counseling, rehabilitation, and employee assistance programs; 
and 

4. The penalties that may be imposed upon employees for drug abuse violations 
occurring in the workplace. 

c. Making it a requirement that each employee to be engaged in the performance of the 
grant be given a copy of the statement required by paragraph 8.1(a); 

d. Notifying the employee in the statement required by paragraph 8.1(a), that, as a 
condition of employment under the grant, the employee will: 

1. Abide by the terms of the statement; and 

2. Notify the employer in writing of his or her conviction for a violation of a 
criminal drug statute occurring in the workplace no later than five (5) calendar 
days after such conviction. 

e. Notifying THDA in writing, within ten (10) calendar days after receiving notice under 
paragraph 8.1(d)(2) from an employee or otherwise receiving actual notice of such 
conviction. Employers of convicted employees must provide notice, including position 
title, to every grant officer or other designee on whose grant activity the convicted 
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employee was working, unless the Federal agency has designated a central point for the 
receipt of such notices. Notices shall include the identification number(s) of each 
affected grant. 

f. Taking one of the following actions, within thirty (30) calendar days of receiving notice 
under paragraph 8.1(d)(2), with respect to any employee who is so convicted: 

1. Taking appropriate personnel action against such an employee, up to and 
including termination, consistent with the requirements of the Rehabilitation Act 
of 1973, as amended; or 

2. Requiring such employee to participate satisfactorily in a drug abuse assistance or 
rehabilitation program approved for such purposes by a Federal, State, or local 
health, law-enforcement, or other appropriate agency. 

g. Making a good faith effort to continue to maintain a drug-free workplace through 
implementation paragraphs 8.1(a) through (f). 

The State must require its Grantees to administer in good faith a policy designed to ensure that 
each assisted homeless facility is free from the illegal use, possession or distribution of drugs or 
alcohol by its beneficiaries.  This requirement will apply as long as the assisted facility is used 
as a facility for the homeless. 

This provision is not to be used to deny ESG homeless assistance to any recipient acting in 
good faith; nor will it be used to allow shelter operators to deny assistance to individuals 
suspected of drug or alcohol abuse.  The intent is to provide a safe environment within 
homeless shelters. 
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SECTION 7:  SUB-RECIPIENT FINANCIAL MANAGEMENT  
 

7.1    Written Agreement 
 
The written agreement between your community or organization and THDA will be a very important 
document throughout the life of the project. The written agreement must be executed before any funds 
can be disbursed or expended. FUNDS COMMITTED OR EXPENDED BEFORE THE WRITTEN 
AGREEMENT IS SIGNED WILL NOT BE REIMBURSED FROM ESG FUNDS. The written 
agreement will ensure compliance with the regulations of the ESG program. 

GOVERNMENTAL ENTITIES - The requirements of OMB Circular No. A-87 (Cost Principles for 
State and Local Governments) and the following requirements of 24 CFR Part 85 apply to any 
governmental entity receiving ESG funds: 85.6 (Additions and Exceptions), 85.12 (Special Grant or 
Subgrant Conditions for "High Risk" Grantees), 85.20 (Standards for Financial Management Systems), 
85.22 (Allowable Costs), 85.26 (Non-federal Audit), 85.32 - 85.34 (Equipment, Supplies and 
Copyrights), 85.36 (Procurement), 85.44 (Termination for Convenience), 85.51 (Later Disallowances 
and Adjustments) and 85.52 (Collection of Amounts Due). 

NON-PROFIT ORGANIZATIONS - The requirements of OMB Circular No. A-122 (Cost Principles 
for Non-profit Organizations) and the following requirements of 24 CFR part 84 apply to private, non-
profit organizations receiving ESG funds: 84.2 (Definitions), 84.5 (Subawards), 84.13 (Debarment and 
suspension; Drug-Free Workplace), 84.14 (Special award conditions), 84.15 (Metric system of 
measurement), 84.16 Resource Conservation and Recovery Act), 84.21 (Standards for Financial 
Management Systems), 84.22 (Payment), 84.26 (Non-Federal audits), 84.27 Allowable costs, 84.28 
(Period of availability of funds), 84.30 (Purpose of property standards), 84.31 (Insurance coverage), 
84.34 (Equipment), 84.35 (Supplies and other expendable property), 84.36 (Intangible property), 84.37 
(Property trust relationship), 84.40 - 84.48 (Procurement Standards), 84.51 (Monitoring and reporting 
program performance), 84.60 (Purpose of termination and enforcement), 84.61 (Termination), 84.62 
(Enforcement), 84.72 (Subsequent adjustments and continuing responsibilities) and 84.73 (Collection 
of amounts due). 

OMB CIRCULARS – Copies of OMB Circulars may be obtained Monday - Friday, 9:00 
AM to 4:00 PM from: 
 
   
  E. O. P. Publications 
  Room 2200, New Executive Office Building 
  Washington, DC 20503 
  (202) 395-7332 or FAX (202) 395-9088 

7.2 Audit Requirements  
 

(1) OMB Circular A-133 requires that sub-recipients expending more than $500,000 in 
Federal funds during one year comply with Federal audit standards. Sub-recipients 
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expending $500,000 or more annual in Federal funds shall submit one copy of its most 
recent single audit to the Division within 60 days of receipt. This audit must be performed 
by a Certified Public Accountant.  
 

(2) If the sub-recipient does not fall under this requirement, an Independent Financial Audit is 
required in lieu of the Single Audit. These audits must be kept current and submitted to 
THDA within 60 days of receipt from the auditing agency.  

 
(3) Sub-recipients expending less than $100,000 in Federal funds annually must submit 

unaudited financial statements, a profit and loss statement, and a letter on agency letterhead 
stating the sub-recipient expended less than $100,000 in Federal funds. This information 
must be provided to THDA within 60 days following the end of each fiscal year. Failure to 
comply with this part may result in Sanctions against the sub-recipient described in this 
document.  

 
(4) If the single audit report or audited financial statement questions costs, or reflects 

management findings or recommendations for improvement of internal controls, this 
document shall be submitted to THDA showing that issues have been resolved.  

 
(5) The sub-recipient shall be expected to maintain complete and accurate records justifying 

all actual and accrued expenditure of funds. A clear audit trail to points of origin must be 
available at all times.  

 
(6) New ESG applicants will have 9 months after the first fiscal year to submit their report.  

7.3  Grant Expenditures  
 

(1) Sub-recipients must draw down funds not less than once during each quarter. THDA and 
its sub-recipients, if applicable, shall make timely payments to each of its sub-recipients 
within 30 days after the date of receiving a complete payment request.  
 

(2) All grant funds must be expended within 24 months unless otherwise specified in the sub-
recipient agreement.  

 
(3) Sub-recipients should refer to www.thda.org under Community Programs/ESG for the 

most current reimbursement forms. 
 
 
7.4 Changes to Grant Allocations  
 
Sub-recipients must submit in writing requests to amend approved ESG allocations. The request shall 
be submitted on sub-recipient letterhead and shall include a budget reflecting the amended allocations 
for each activity.  Revisions to approved ESG allocations depend upon federal limitations pertaining to 
percentages committed to each category, grant expenditure timelines, as well as the sub-recipient’s 
ability to draw down the funds. 
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7.5   Method of Payment  
 
Payments under the ESG Program will follow a cost reimbursement procedure; sub-recipients shall be 
reimbursed only for costs that have been incurred and corroborated with a draw report and supporting 
documentation. Sub-recipients must submit an ESG-2 form at least quarterly and shall include the 
following documentation: 
 

• Payroll records (copy of check stub or accounting records) for all salaries charged to ESG.  
Employee timesheets must accompany first reimbursement request. 

• Mileage reimbursement requests must include employee mileage logs. 
• The sub-recipient must provide evidence that verifies all payments were made to vendors and 

not to the program participant or to cash. This documentation may be a copy of the canceled 
check, or a printout from the sub-recipients financial system showing the client’s names and 
names of vendors that received payments during the draw period.  

• Financial records or cancelled checks documenting operational expenses. 
 
  
All reimbursement requests must be submitted to THDA and be signed by two authorized persons 
designated on THDA’s Request for Funds Authorization form. All requests for payments should be 
submitted directly to the Community Programs Division. Sub-recipients should note that 
reimbursement requests are honored within 30 days. Reimbursement might take longer in cases where 
the sub-recipient fails to submit appropriate documentation, or when the amount being requested does 
not reflect in the approved budget.  When in doubt, contact THDA for assistance. Community 
Programs Division staff will contact the sub-recipient via email or by phone if there are questions 
regarding what has been submitted.  
 
7.6 Matching Requirements 

 
Each ESG grantee must match the funding provided by THDA with an equal amount of funds from 
other sources.  The regulations at 42 U.S.C. 11375(a) contain the requirements for the ESG funding 
match.  In calculating the amount of matching funds, a grantee may include the value of any donated 
material or building, the value of any lease on a building, any salary paid to staff to carry out the 
program of the recipient, and the value of the time and services contributed by volunteers to carry out 
the program. 

(a) The value of donated land and buildings shall not exceed its fair market value at the 
time of donation to the recipient as established by an independent appraiser (e.g., 
certified real property appraiser or General Services Administration representative) and 
certified by a responsible official of the recipient. 

(b) The value of donated materials for the rehabilitation or conversion of an ESG shelter 
may be counted as match.  Materials must have been purchased with non-federal funds.  
The Grantee must use its normal cost estimating procedures to determine the value of 
materials, and must document its value determination. 
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(c) The reasonable value of the use of site preparation and rehabilitation equipment donated 
to an ESG shelter may be counted as match.  Documentation of the match must include 
a letter from the equipment owner stating the rental rate and number of hours/days 
donated. 

(d) Volunteer services furnished by professional and technical personnel, consultants, and 
other skilled and unskilled labor may be counted as cost sharing or matching if the 
service is an integral and necessary part of an approved project or program. Rates for 
volunteer services shall be consistent with those paid for similar work in the recipient's 
organization. In those instances in which the required skills are not found in the 
recipient organization, rates shall be consistent with those paid for similar work in the 
labor market in which the recipient competes for the kind of services involved. In either 
case, paid fringe benefits that are reasonable, allowable, and allocable may be included 
in the valuation. 

 
All requests for reimbursements must reflect a match expenditure from the sub-recipient equal or more 
than the ESG funds being requested. If the sub-recipient provides evidence of either cash or in-kind 
match expenditure with the request for reimbursement, the same documentation required for 
reimbursement must be submitted with the match.   

7.7 Procurement Procedures  

Local Procurement Standards - All cities, towns and counties in Tennessee are governed by 
procurement policies. Policies vary from community to community. If your community does not have 
a specific procurement policy or law, the County Purchasing Law of 1983 or the Municipal Purchasing 
Law of 1983 will apply. Both of these laws require formal bidding for all purchases of $2,500 or 
greater. Some cities and counties in Tennessee have procurement policies that require formal bidding 
for purchases less than $2,500. Grantees may use their own procurement procedures provided they 
conform to the standards of the ESG program. 
 
ESG Procurement Standards - For cities and counties, ESG procurement standards are at 24 CFR 
Section 85.36. For non-profit organizations, ESG procurement standards are at 24 CFR Sections 84.40 
- 84.48.  24 CFR 85.36 and 24 CFR Section 84.44 require formal procurement procedures for all 
purchases of $25,000 or greater.   It is the grantee's responsibility to ascertain whether the local 
policies, 85.36 or 84.44 provisions apply.  The stricter standard must always be used. 
 
Small Dollar Procurement - Informal methods that are sound and appropriate are allowed for the 
procurement of supplies and other property whose total cost is not more than the local bidding limit 
($2,500 in most cases). Informal procurement methods would also apply to professional service 
contracts of $10,000 or less. 
 

1.  SMALL DOLLAR PURCHASES OF EQUIPMENT, SUPPLIES AND 
NON-PROFESSIONAL SERVICES - Price or rate quotations must be obtained from at 
least 3 qualified sources. These quotations may be obtained over the telephone as long 

53 
 



as the Grantee keeps a written record of the price quotations in the grant file. The 
contract should be awarded to the offer with the lowest price quotation. 

 
2.  PROFESSIONAL SERVICE CONTRACTS (LESS THAN $10,000) - Prior to the 

performance of any professional services, a written request for statements of 
qualifications must be sent to at least 3 firms that offer the type of service the grantee 
wishes to procure. Copies of these letters must be on file. Advertising for statements of 
qualifications is not required if the professional service contract amount is less than 
$10,000. The contract must be awarded solely on the basis of qualifications and cost. 
 

Procurement that requires local bidding - Procurement of equipment, non-professional services and 
construction contracts whose total cost is more than the local bidding limit ($2,500 in most cases) must 
formally advertise for sealed bids or competitive proposals and a public bid opening in a newspaper of 
general circulation. 
 

1. ADVERTISEMENT REQUIREMENTS - The invitation to bid must be published in a 
newspaper of general circulation at least 14 days prior to the public bid opening.  To 
avoid delays, a Grantee may wish to publish the invitation for bids in the newspaper of 
the closest major city (Knoxville, Nashville, Memphis or Chattanooga) to gain wider 
circulation and thereby increase chances of receiving at least 3 bids. The cost of 
publication is a reimbursable administrative expense. 
 

2. BID SOLICITATION - Bid Solicitation must be a free, open competitive process.  
Every effort must be made to solicit minority and female businesses. The Grantee 
should not structure its procedures in order to keep business "in town".  Absolute 
fairness must prevail in every aspect of the program, and any questions concerning 
conflict, or apparent conflict of interest should be discussed with THDA. 
 

3. BID SELECTION - A minimum of three (3) bids must be received. Bids will be 
opened on the date and time previously established. A bid tabulation form will be 
prepared. The owner will select the lowest qualified bid. THDA requires that the 
project be re-bid if there are not at least three (3) valid bids in response to the 
invitation for bids. 
 
a. If the project is re-bid and 3 bids still are not obtained, contact THDA for an 

exception to the 3 bid requirement. THDA may consider your project as a sole 
source procurement and/or allow you to award the contract with less than 3 bidders. 
Written permission must be obtained from THDA before you may award a 
contract with less than three bids. 
 

b. Should the Grantee/owner decide to select a bid other than the lowest qualified bid, 
the Grantee/owner should state the reasons/justification in writing. If the owner's 
justification is not acceptable, the owner will be required to finance any 
rehabilitation amount that exceeds the lowest qualified bid through his/her personal 
resources. 
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c. The Grantee will reject a bid in instances where the bid exceeds the cost estimate by 
a percentage determined by the Grantee in its policies and procedures, unless a 
review of the cost estimate demonstrates an error.  If a low bid is under the cost 
estimate, a meeting will be arranged with the contractor to assure that his cost is 
within reason and will allow him to satisfactorily complete the job. The homeowner 
will be advised if no acceptable bids are received on their house and the project will 
be re-bid. 
 

4.  REBID OR CHANGES IN SCOPE - If all bids exceed the amount of the construction 
budget, Grantees may not negotiate solely with the low bidder. The project can be re-
bid or changed in scope. If the scope of the project is changed, then each bidder must be 
given the opportunity to bid again. Bidders must be informed that they have the right to 
change their original unit prices as long as they conform to the revised bid 
specifications. Grantees must maintain documentation to demonstrate that this process 
was followed. 

 
5 DEDUCTIBLE AND ADDITIVE ALTERNATES - Bid specifications for construction 

projects may contain deductible alternates. By definition, a deductible alternate is a 
portion of the project that can be deleted to bring construction costs within the budget if 
all bids received exceed the funds available for construction. The deductible alternates 
must not change the scope of the project. Bid specifications for construction projects 
may also contain additive alternates. 

 
6.  DISQUALIFIED CONTRACTORS – The Grantee must disqualify a contractor from 

bidding on projects when the contractor is listed on HUD’s Limited Denial of 
 Participation and Voluntary Abstention List (the “Debarred List”). 
 
7.  A Grantee may also disqualify a contractor from bidding on projects when: 

  
  a.   There is documented proof that the contractor has not paid material suppliers; or 
  b.   The contractor has not completed projects within the allotted time frame; or 
  c.   There exist complaints by property owners about quality of work and performance. 
 
 
Professional Service Procurement (more than $10,000) – Professional service procurement 
procedures must be followed prior to the performance of any work by the professional service 
contractor to be paid with HOME funds. The Grantee may publicly advertise for proposals or solicit 
requests for proposals from at least 3 firms that offer the type of service the Grantee wishes to procure. 
 
 1.  Once the proposals have been received, the preferred method of review is by a  
  committee of at least three people who have technical knowledge of the type of service 
  being considered. 
 
 2.  The review, including the criteria for selection, should be thorough, uniform and well-
  documented. The reviewers should have no potential conflicts of interest with any of 
  the firms or individuals under review (i.e., family relationships, close friendships, or 
  business dealings). 
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7.7  Reallocation  
 
THDA reserves the right to reallocate ESG funds as provided for in the federal regulations governing 
the program in order to ensure that the funds provide the maximum benefit to the State’s homeless 
population. Funding (grant award) reallocations will be made on the basis of THDA’s determination of 
the best use of available funds.   

7.8  Contracting/Subcontracting  
 
The use of debarred, suspended, or ineligible contractors in association with ESG project activities is 
prohibited. The provisions of 24 CFR Part 24 relating to the employment, engagement of services, 
awarding of contracts, or funding of any contractors or subcontractors during any period of debarment, 
suspension, or placement in ineligibility status apply and are enforceable under the ESG  
Program.  

7.9  Amendments  
 
Any proposed changes which would affect the scope of work of the projects or activities described in 
the sub-recipient’s application must be approved in writing by THDA. Modifications or changes to the 
scope of work or activity will not be approved by THDA if it is determined that the change will 
substantially modify the approved application as selected through the competitive process.  

7.10  Budget Revisions  
 
Any changes in the sub-recipient’s budget of any line item must be approved, in writing by THDA 
prior to any expenditures of ESG funds. Sub-recipients must submit a written explanation of the 
proposed budget change. Budget revisions will not be accepted for the following changes: 
 

• An increase in Street Outreach or Shelter funding 
• A decrease in Rapid Rehousing funding 

  
THDA approves applications based on a maximum level of funding (60%) for Street Outreach and 
Shelter categories and a minimum level of funding (20%) for Rapid Re-Housing activities. 

7.11  Grant Close-Out Procedures  

At the end of each grant period sub-recipients must provide close-out documentation provided by 
THDA. Included shall be a certification of actual expenditures charged to the grant and beneficiary 
information. Close out documents shall be provided to THDA within 60 days of the end of the grant 
period.  
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SECTION 8:  MONITORING OVERSIGHT  

8.1  Monitoring  
 
THDA, as administrator of the ESG program, is required to monitor recipients for compliance with 
ESG regulations. Using techniques, guidelines and Federal regulations at 24 CFR Part 576 from 
HUD’s Monitoring Guidance for the ESG Program, THDA has developed a process that includes the 
following components, to determine the type of monitoring to be conducted during the year:  
 

• Application Process: Some documents and budget issues necessary for compliance are required 
at the time of application for funding and are reviewed for compliance standards;  

• Written Agreement: THDA incorporates into the Written Agreement many of the policy issues 
that are areas of concern to HUD, the State of Tennessee and THDA. These agreements, signed 
by authorized agency personnel, represent their willingness to comply with these issues.  

• Draw Process: Draw processes for reimbursement of funds have been created to include 
various areas of compliance required by HUD. Draw reports will be reviewed for eligible costs 
prior to the actual request of funds from HUD;  

• Desk Audit: A desk audit is the first step of monitoring recipients each year. Compliance issues 
considered on this assessment will be combined with any non-compliance or outstanding 
problems noted during the year and will be used to determine whether an on-site visit will be 
necessary. A Desk Audit, which includes a review of draw reimbursement requests, financial 
statement review by THDA’s financial auditor, and the agency’s Risk Assessment Form which 
will determine if an agency is a Low-, Medium- or High-Risk Agency and is warranted an on-
site compliance review.  

• Risk Assessment: Program staff will conduct a risk assessment of agencies receiving  
 ESG funds at beginning of grant year to determine the need and frequency of site visits during 
 the upcoming grant year. Included in the assessment will be a determination of risk (low, 
 medium or high) using factors such as financial and program issues, allocation amount, and 
 other  discretionary criteria. THDA’s Risk Assessment Form will be completed for each 
 agency receiving ESG funds. At a minimum, agencies considered High-Risk will  receive an 
 on-site  review at least annually;  

• On-Site Review: On-site visits for certain aspects of compliance-such as facility verifications, 
equipment inventory, review of client files and accounting records that cannot be monitored by 
other components of the grant process will be conducted as scheduling allows.  

• Follow-up of non-compliance issues: THDA shall conduct an exit interview at the end of a 
compliance review and shall issue a follow-up monitoring letter within 30 days of the visit. 
THDA will inform the sub-recipient of any findings, concerns or recommendations, and will 
include instructions on actions to be taken by the sub-recipient in order to be in compliance 
with program regulations. If necessary Division staff may conduct a follow-up review to ensure 
procedures have been implemented that will ensure compliance with the program.  
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