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CHAPTER 1. Monitoring CGuidance for the Emergency Shelter Gants
Program

1-1 Introduction

Thi s Handbook provi des guidance to HUD Field Ofices as well as States,
Units of General Local Covernment, Territories, Indian Tribes, and Al askan
Native Villages that receive ESG Program funds. This guidance is provided
to ensure that ESG grants are being administered in conpliance with the
statutory and regul atory requirenents of the program This docunent
applies to grantees, nonprofit recipients, and State recipients. Field

O fices nmust nonitor grantees according to the information provided bel ow
and ensure that grantees nonitor nonprofit recipients and State recipients
simlarly. Gantees and State recipients that are units of general |ocal
governnent nust nmonitor their recipients as described bel ow as well.

To ensure that ESG grants are nanaged well, the Field Ofices are expected
to have regular contact with grantees by phone or letter. The purpose of
this contact is to alert grantees to program deadlines and reporting
requirenents. In addition, Field Ofices should use this contact and their
access to LOCCS to track and renmind grantees and recipients of the status
of obligations and drawdowns wel| before the applicable deadlines. Field
Ofices are still expected to provide current information concerning
grantees' progress through the Cl M5 dat abase system

| f ESG grantees have any questions about the ESG Program or this Handbook,
they may contact the Comunity Pl anni ng and Devel opnent Division Director
inthe HUID Field Ofice that serves the jurisdiction.

1-2 CGoverning Regul ations

CGoverning regul ations are at 24 CFR Part 576. The statutory changes found
at Section 832 of the National Affordable Housing Act (Pub. L. 101-625),

i ncl udi ng the Conprehensive Housing Affordability Strategy (CHAS)

requi rements, and Section 1402 of the Housing and Conmmunity Devel opnent Act
of 1992 (Pub. L. 102-550, approved Cctober 28, 1992) govern the program as
wel | .

The regul ations at 24 CFR 576.81 affirmthat States and units of | ocal
governnent are responsible for ensuring that their respective recipients
carry out their ESG supported efforts in conpliance with all applicable
requirenents. Gantees are
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responsi bl e, whether they are providing honel ess services directly or
through other recipients, for nmaking sure that conpliance with program
requirenents occurs at all applicable levels. Gantees nust (1) have a
process to ensure the conpliance of their recipients and (2) enforce it via
sanctions if necessary. State grantees are required under 24 CFR 576.89(b)
to take appropriate action, including sanctions, against recipients that
are not in conpliance with the program requirenents.

1-3 Goals of Mnitoring
A. To ensure conpliance with the ESG requirenents.

Thi s docunment contains essential information about
techni ques and strategies to ensure that grantees' and
reci pi ents' use of ESG funds conforns to program

requi renents.

B. To enhance t he Managenent capacity of recipients.

Moni tori ng can enhance the capacity of grantees and

reci pients to manage the ESG funds they receive. Monitoring
begi ns when grantees select recipients with the managenent
capacity to assist the honmel ess and neet program
requirenents. G antees can enhance nonprofits' capacity
through nonitoring by conducting training sessions for
groups of recipients, by regular review of recipients

files, and by discussing the details of Federal requirenents
with recipients in advance of the discovery of instances of
nonconpl i ance.

C. To ensure that ESG funds are used effectively to assist honel ess
i ndividuals and fanmilies.
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1-4 Techni ques of Monitoring

Many techni ques can be used to neet the goals of nonitoring.
Traditional on-site nonitoring constitutes only one of these
techniques. Al other things being equal, the nore information

provi ded through training and techni cal assistance situations (e.g.,
bef ore RFP responses are subnitted; in start-up conferences, training
sessions in specialty areas such as financial nanagenent; by providing
as nmuch witten instruction as possible in response to tel ephone
requests), the fewer problens that on-site and other fornms of

nmoni toring should identify.

A. The nost basic technique is, in effect, desk nonitoring using
exi sting docunentation. Field Ofice staff and grantees should



revi ew up-to-date records to gain inportant background
i nformation.

B.In addition to checking existing routine records, the Field
Ofice or a grantee nay request by letter or tel ephone that
grantees or recipients submt specific docunents and reports.
Separate files should be kept on each grantee or on each
reci pient for every year of ESG funding and mai ntai ned unti
these funds are expended. It is reconmrended that records consist
of the following itens:

1. Any applications for ESG funding that are required. If an
RFP process is used to award ESG funds to grantees
recipients, a copy of the RFP itself shoul d be maintai ned.

2. Any award notifications, grant agreenents, or contracts
execut ed between HUD and grantees or grantees and their
reci pients of ESG funds.

3. Any correspondence fromgrantees or their recipients
concerni ng questions they have had about eligible costs,
substantial changes in the uses of ESG funds, or other
i ssues or problens.

4. Any financial reports or audits grantees or recipients
submit.
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5. Any reports requested from grantees' recipients concerning
activities undertaken with ESG funds.

6. Copi es of all requests for paynent as an advance or
rei mbursenent submtted by grantees or recipients.

7. Any records pertaining to nonitoring reviews.

C. Tel ephone interviews can be used to supplenent or clarify
i nformati on obtai ned through the anal ysis of files.

D. A somewhat nore intensive technique of nmonitoring would be to
request a grantee to cone to the Field Ofice or for grantees
recipients to come to their offices to neet with staff and
present relevant docunents, records, and reports. |If severa
grantees or their recipients have common issues or problens,
convening a group neeting followed by tail ored revi ew of
i ndi vi dual recipients nmight be nore effective.

A way to enrich grantees' or recipients' understandi ng of program



requirenents is to hold occasional post-award training sessions
on technical matters such as eligible costs or conpliance with
the OMB circulars. Start up conferences for new grantees or
their new recipients or reviews of information for on-going
grantees or their recipients are an early and general form of
training useful to facilitate programconpliance. The program
el ements nost relevant to start up conferences or training are
the foll ow ng:

1.Eligible population and eligible activities.
2. Bui l di ng standards requirenents.
3. Assistance in obtaining social services.
4. X her federal requirenents.
5. Deadline for the expenditure of funds.
E. The nost intensive and time-consunming formof nmonitoring is the
on-site nmonitoring visit. The on-site visit is an opportunity

both to neasure a recipient's performance and to provide
techni cal assistance, if necessary.
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1. Any of the first four techniques outlined above could be
used to prepare for on-site nonitoring. Effective site
visits should include the follow ng steps:

a. Formal and advance notification of the visit.

b. Pre-visit preparation based on existing information.
c. Conprehensi ve coverage of all areas covered bel ow
d. O ear conclusions and clear recommendati ons.

2.No matter what tools of nonitoring are chosen, staff should
review all the areas described bel ow annual ly.

1-5 Developing a Mitoring Strategy

A.One good way to initiate a nonitoring strategy is to devel op an
adequate tracking system of the grant awards, activities, and
performance of grantees and their recipients. The tracking
system coul d be a dat abase nanagenent system contai ni ng basic
i nformati on about grantees or recipients including the anmount of
ESG funds received, the activities for which ESG funds are to be



used, the nunber of people served, and the race and ethnicity of
the people served. The tracking system whatever its nature, nmay
be coordinated with grantees' accounting systens so that
reci pi ent drawdowns of ESG funds can be quickly and regularly
revi ewed.

B.If staff choose not to review all grantees' or their recipients
grants, risk analysis should be used to choose ones that are nost
likely to be out of conpliance with the program requirenents.

1.Risk analysis is a process to systematically anal yze each

ongoi ng ESG grant, its basic features, status, and progress,
and rank each according to an assessnent of how much risk of
nonconpliance it involves. Staff then apply the various
forns of nmonitoring to the ranking and apply the nost

Vi gorous techni ques, such as on-site nonitoring, to the
riskiest projects. Risk analysis can be used to identify,
gi ven existing resources, how frequently to review various
recipients.
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2. The following risk factors nmay be consi dered, anobng others

you may wi sh to identify, in nmaking a decision about what
form(s) of nonitoring to use with each grantee or recipient:

a. Whet her the grantee or recipient has been nonitored

closely in the recent past.

b. The anpbunt of ESG funds the grantee, recipient,
proj ect represents.

c. Evidence that the grantee is not obligating or
expending ESG funds in a tinely or appropriate nmanner

d. New ESG recipients and recipients who are not
accustoned to conplying with Federal requirenents.

e. Evi dence based on conplaints, visual inspection
revi ews of other projects adm nistered by the same
entity that a grantees' recipient is not providing
shelter that conforns to the building standards
requirenents or is not perforning the ESG funded
activity that it has proposed to perform

f.ESG funded activities that are especially risky,
conversion or najor rehabilitation

g. Evidence of a history of poor past perfornance.

or

or

e.g.



h. Evi dence of substantial or critical turnover of

C.Strategies for nonitoring could range from periodic review of
files to formally scheduled file reviews and neetings with each
grantee or their recipients. Fornmal nonitoring review could
i nvol ve specific commtnent of staff time to review a specific
grantee or recipient at a specific tine. Staff would use one or
nore of the tools |isted above or others.

1-6 Areas of Monitoring
The maj or areas of conpliance are listed below The various neans of

nmoni tori ng descri bed above should yield information about whet her
grantees or recipients nmeet the programrequiremnments.
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A Eligible Activities Requirenents

1. G antees or recipients should be using ESG funds as
originally planned and for eligible activities. Any changes
from pl anned expenditures shoul d be docunented in the
appropriate files. |If a grantee or recipient proposed to
spend ESG funds for an eligible activity and, subsequently,
expends ESG funds for another eligible activity, appropriate
staff should be notified in witing about changes in planned
expenditures. Section 576.22(a) of the regul ations states
that ESG funds may not be used for activities other than
those authorized under section 576.21(a) and in accordance
with the conditions of sections 576.21(b) and (c).

2.The first step in reviewi ng the uses of ESG funds for
eligible purposes is to determ ne whether costs have been
properly classified. Gantees' expenditures for essential
services, honel ess prevention, and adm nistrative costs are
subject to statutory caps, and only the Assistant Secretary
can approve a wai ver of the cap for essential services.
There are al so sone specific restrictions on the eligible
use of ESG funds.

staff.

3. VWile the ESG regul ations at 24 CFR 576.21 do not list al

possible eligible activities, itens, or costs, there is a
statutory requirenent that itens or activities benefit

honel ess persons, and there is, noreover, a requirenment that
they will be provided at a reasonable cost. |If there are
questions about the classification of itens or activities,
grantees should call their nearest Field Ofice for
clarification.



4. Statutory changes relating to eligible activities not yet
i ncorporated into 24 CFR 576 i ncl ude:

a.Up to ten (10) percent of an ESG grant allocation may
be spent on staff costs related to operations. (Staff
costs associated with naintenance or security are
eligible and are not subject to the 10% cap on staff
salaries for operations. Staff salaries and other
expenses associated with providing services, for
exanpl e, case nanagenent or counseling, are eligible
expenses under the essential services category.)
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b. Gantees may use up to five (5) percent of any annual
grant received for administrative purposes.

B. Fi nanci al Regul ations and OVMB Circul ars

1. The regul ations at 24 CFR 576. 79(b) and (i) require ESG
grantees to neet certain requirenments concerning financial
managenent. The regul ations direct State and | ocal
governnent grantees to 24 CFR parts 44 and 85 as well as OB
Crcular A-87 and A-102. They direct nonprofit recipients
to 24 CFR Part 84, which replaces OMB Circular A-110, and to
OVB Circular A-122. 24 CFR Part 45 inplenments OVMB G rcul ar
A- 133 which covered the audit requirenent of A-110.

2.0MB Circular A-133, which provided guidance on audits for
nonprofit organizations, is in effect. HUD issued an
InterimRule inplementing its provisions in the Federal
Regi ster on July 27, 1992, and it becane effective on August
26, 1992. The provisions of A 133 supersede only paragraph
2h of Attachnent F of OVMB Circular A-110.

3. See the attached summaries of the financial instructions,
Attachnent 1 and Attachnent 2.

C. Program Di sbursenent s

The foll owing standards apply to grantees' nonprofit recipients'
di sbursement of ESG funds.

1. Drawdowns in Advance of Need: 24 CFR 84.21(b)(5) states
that a recipient nmust nmake drawdowns as close in time as
possible to its disbursements. The Line of Credit systemis
desi gned so that recipients can draw down funds when needed.



2. Grantees' recipients should be reviewed to ensure that ESG
funds are drawn down and di sbursed as needed. The common
standard for prograns nanaged by the O fice of Community
Pl anni ng and Devel opnment of HUD is that funds drawn down by
units of local government should be disbursed within three
(3) days. Simlarly, grantees' recipients should disburse
funds in paynent of programcosts within three (3) days of
recei pt of funds fromgrantees' account. Staff may inform
or rem nd grantees and recipients of these standards
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through start-up neetings, training, or technica
assi stance. After taking such steps, accounting systens and
any ot her data management tools necessary may be used to
nmonitor the financial activity of grantees' recipients. |If
their drawdowns do not conformto the above standard, staff
may contact themto renmnd themthat drawdowns nust be
related to their needs and to seek an expl anation for
drawdowns i n advance of need.

D. Equi pnent and Records

24 CFR Part 84 defines equi pnent and the equi pnent records
that must be maintained by nonprofit recipients.

E. Banki ng and Renittance of Interest

St andards for nmmi ntenance of bank accounts are covered in 24
CFR Part 84. Nonprofit recipients are not required to
mai ntai n separate bank accounts for programfunds as | ong as
they are able to docunent all uses of programfunds. The
following rules apply to any interest earned on ESG grant
funds between the tine of drawdown and di sbursenent:

1. States and | ndian Tri bes

Under 24 CFR Part 85, governnental entities covered under
the I ntergovernnmental Cooperation Act and the | ndian
Self-Deternmination Act are exenpt fromremtting interest.
This means that State and Indian tribal government grantees
are not required to return any interest to HUD.

2. Nonprofit Organizations

The requirenments for nonprofit organi zations are covered in
24 CFR Part 84. G antees must maintain advances of Federa
funds in interest bearing accounts if they receive $120, 000
or nore per year in Federal awards or woul d expect to earn



interest of $250 per year in interest. Interest earned on
Federal advances deposited in such accounts shall be
remtted pronptly, but at |east quarterly, to the Departnent
of Health and Human Services per 24 CFR 84.22(L). Interest
anounts up to $250 per year may be retained by the
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grantee for adm nistrative expenses.

If a State grantee draws down funds, passes them down to a
nonprofit, and for some reason those funds are not spent and
interest is accrued, the interest rules for nonprofit
organi zati ons apply.

3. Local Governnents

Under 24 CFR 85, the anount of interest earned on HUD funds
each year that | ocal governnent grantees may keep is $100 or
| ess.

F. Fi nanci al Managenent Standards

The ESG Programrequires nonprofit recipients' financia
management systens must conformto the requirenments of 24
CFR Part 84. Nonprofit recipients should review these
standards with their CPAs to ensure that the financia
adm nistration of the ESG funds neets all OVB standards.

G Procur enment

Purchases of services fromcontractors or vendors by
nonprofit grantees with ESG funds are subject to 24 CFR Part
84. This includes standards that prohibit conflicts of
interest, procedures for open conpetition with consistent
technical solicitations, affirmative efforts to hire
m nority- and wonen-owned enterprises, maintenance of
sel ection docunentation, and a contract adm nistration
systemthat provides sufficient nonitoring. Purchases of
services fromcontractors or vendors by public agencies with
ESG grant funds are subject to 24 CFR Part 85.

H. Conflict of Interest

A conflict of interest may exist when a person affiliated
with a grantee or recipient organization has a direct or
indirect financial interest in the selection of contractors,
vendors, and beneficiaries assisted with programfunds. ESG
grantees and recipients nust follow the conflict of interest



provisions contained in either 24 CFR Part 85 (for public
agencies) or 24 CFR Part 84 (for nonprofit organizations).
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Parts 84 and 85 provide general guidelines with respect to
the procurenent of services and naterials with Federa
funds. In general, grantees and recipients nmust have a code
of conduct that prohibits any enpl oyee, officer, or agent of
the grantee fromparticipating in the decisionmaki ng process
if that person or his/her imediate famly, partner, or any
organi zati on enpl oyi ng any of the above has a direct
financial interest or benefit in the entity selected. These
persons al so may not accept any formof gratuity, favors, or
anyt hi ng of nonetary value fromany entities sel ected.
Grant ees shoul d devel op standards for avoi di ng such
conflicts, be they real, apparent, or potential

. Audits

1. Nonprofit ESG recipients are subject to the audit
requi renents of 24 CFR Part 45.

2.States and Local Governnent ESG grantees are subject to 24
CFR Part 44. State and Local ESG grantees will include ESG
activities in their single audit and proceed as usual

J. Environnental Conpliance

1. G antees' recipients nust have taken all corrective actions
regardi ng any environnental problens and | ead based pai nt
concerns identified before the grantee can obtain a rel ease
of funds certification fromHUD for any nonexenpt ESG
activities.

2. Verify that an environnmental record is kept on all HUD
supported actions which require an environnental assessnent.
The record shoul d i nclude name and | ocation of the project,
nane of the assessnent preparer, and the date of the
assessnment. The record should note the concl usion, reasons,
and supporting docunentation for determining if the project
is in conpliance with pertinent environnmental and historic
preservation laws - e.g. floodplain and wetland protection
noi se policies, hazard cl earance and/or nitigation actions.
For actions subject to the National Environmental Policies
Act, the record should show whet her sufficient comunity
facilities and anenities are present to support the project,

e.g.
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wat er and sewer, recreation, schools, fire protection, etc.

3. Because HUD nmay recapture ESG funds if grantees' recipients
committed any funds prior to HUD s rel ease of funds to
grant ees, grantees should ensure that their recipients have
not made such conmi t nents.

K. O her Federal Requirenents

1. G antees and their recipients' use of ESG funds nust conply
with the foll owing additional requirenents stated in the
Nat i onal Affordable Housing Act and at 24 CFR 576. 79,
576. 80, and el sewhere in the ESG Fi nal Rule.

2. Nondi scrimnati on and Equal Opportunity.

a. The requirenents of the Fair Housing Act (42 U S. C
3601-20) and inplenmenting regul ations at 24 CFR part
100; Executive Order 11063 and inplenmenting regul ati ons
at 24 CFR part 107; and title VI of the Cvil Rights
Act of 1964 (42 U.S.C. 2000d-2000d-4) and inpl enenting
regul ations at 24 CFR part 1;

b. The prohibitions against discrimnation on the basis
of
age under the Age Discrimnation Act of 1975 (42 U.S.C
6101-07) and inplenmenting regul ations at 24 CFR part
146, and the prohibitions against discrimnation
agai nst otherw se qualified individuals w th handi caps
under Section 504 of the Rehabilitation Act of 1973 (29
U S.C. 794), as anended by the Anericans with
Disabilities Act, and its inplenenting regulations at
28 CFR part 36;

c. The requirenents of Executive Order 11246 and the
regul ations issued under the Order at 41 CFR chapter
60;

d. The requirenments of section 3 of the Housing and Urban
Devel opnment Act of 1968, 12 U.S.C. 1701u (see
570.607(b));

e. The requirenments of Executive Orders 11625, 12432, and
12138. Consistent with HUD s responsibilities under
these Orders, the grantee nust make efforts to
encourage the use of minority and wonmen's busi ness
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enterprises in connection with activities funded under
this part; and

f.The requirenment that the grantee (or in the case of
States, the State recipient) nmake known that use of the
facilities and services is available to all on a
nondi scrimnatory basis. Were the procedures that a
grantee or recipient intends to use to make known the
availability of such facilities and services are
unlikely to reach persons with handi caps or persons of
any particular race, color, religion, sex, age,
famlial status or national origin within their service
area who may qualify for them the recipient or grantee
must establish additional procedures that will ensure
that these persons are made aware of the facilities and
services. Gantees and recipients nust al so adopt and
i npl enent procedures designed to make available to
i nterested persons informati on concerning the existence
and | ocation of services and facilities that are
accessible to persons with disabilities.

3. Lead Based Pai nt

Grantees and their recipients nmust ensure that facilities
nmeet the requirenents at 24 CFR 576.79(c).

4. Fl ood | nsurance

Grantees and their recipients nmust ensure that facilities
neet the requirenments at 24 CFR 576.79(f). Also see
Attachment 3.

5. Rel ocati on

Grantees and their recipients nust ensure that projects neet
the requirenents at 24 CFR 576. 80(b).

6. M ni m zi ng D spl acenent

Grantees and their recipients nust ensure that projects neet
the requirenents at 24 CFR 576.80(a).

7.Conflicts of Interest

Grantees and their recipients nust ensure that projects neet
the requirenents at 24 CFR 576.79(d) as
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stated nowin 24 CFR 84.42 rather than in OMB Ci rcul ar
A-110.

8. Coastal Barriers

Grantees and their recipients nust ensure that projects neet
the requirenents at 24 CFR 576.79(q).

9. Drug-free Workpl ace

Grantees and their recipients nust ensure that projects neet
the requirenents at 24 CFR 576.79(h).

10. Lobbyi ng and di scl osure of information

Grantees nust neet the requirenents inposed by Section 1352,
Title 31, U S. Code.

11.Primarily Religious Organizations

Grantees nust ensure that recipients' projects neet the
requirenments at 24 CFR 576. 22(h).

12. Confidentiality

Grantees and their recipients nust ensure that projects neet
the follow ng requirenent.

The requirenent of the National Affordable Housing Act (Pub.
L. 101-625) contained in Section 832(e)(2)(C that grantees
"“devel op and i npl enment procedures to ensure the
confidentiality of records pertaining to any individual
provided famly violence prevention or treatnent services
under any project assisted" under the Emergency Shelter
G ants Program and "that the address or |ocation of any
fam ly violence shelter project assisted" under the
Energency Shelter Grants Program "will, except with witten
aut horization of the person or persons responsible for the
operation of such shelter, not be made public." G antees'
compliance with this law requires that their recipients have
simlar procedures.
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Attachnent s

Fi nanci al requirements and OVB circul ars sumari es
Overview of 24 CFR Part 84 and OVB GCircul ar A-122
Pol i cy Decl aration Form



