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March 22, 2005

MEMORANDUM FOR:
All CPD Division Directors

FROM:


Mark Johnston, Director, Office of Special Needs Assistance

Programs, DES

Ronald J. Herbert, Director, Office of Field Management, DC

SUBJECT:


Fiscal Year 2005 Operating Instructions for the Emergency Shelter

Grants (ESG) Program


This memorandum concerns the operating instructions for the Fiscal Year (FY) 2005 Emergency Shelter Grants (ESG) Program.


The ESG allocation for 2005 is $158.72 million, a slight decrease from 2004, due to the 0.8 percent rescission affecting all Consolidated Plan programs.  ESG funding is often accessible to smaller homeless programs, including community-based and faith-based organizations.  Additionally, ESG funds can help states assist a number of smaller, often rural, Continuums of Care (CoC) to implement the Congressional directive on Homeless Management Information Systems (HMIS).

For FY 2005, there are 364 entitlement jurisdictions receiving ESG allocations.  To receive an ESG formula allocation, an entitlement community's share must be equal to or greater than 0.05 percent of the total ESG allocation.  The minimum allocation is $79,360.

Jurisdictions Losing ESG Eligibility 


There are no new ESG grantees for FY 2005.  However, there are six jurisdictions that received an allocation last year, which are losing their ESG eligibility for FY 2005:

Santa Clara County, CA

Adams County, CO

Lincoln, NE

Raleigh, NC

Lancaster, PA

Amarillo, TX

In the case of Raleigh, NC, by agreement among the governments, its ESG allocation has been reallocated to Wake County, NC.  For the other communities, the loss of ESG eligibility results from changes in the number of metropolitan cities, the structure of urban counties, or reductions in the community's share of the total amount of ESG funds caused by data changes.  Please inform the jurisdictions losing their ESG eligibility that their recipient nonprofit organizations and government agencies may seek ESG assistance from their state governments.


The following items highlight important aspects of the ESG program for the coming year:

WAIVER OF THE 30 PERCENT SUPPORTIVE SERVICES LIMITATION

In order to streamline and speed the processing and approval of requests for waivers of the 30 percent supportive services limitation, the following procedures will apply:

(1) The Field Office CPD Director sends a request for waiver to the Assistant Secretary for CPD.  The FO memo should include the request from the ESG grantee.  The grantee’s request must indicate justification to meet the following waiver standard – that under 42 USC 11374(b) the grantee “demonstrates that the other eligible activities under the program are already being carried out in the locality with other resources.”

(2) We are centralizing the processing of all waiver requests in the Division of Program Coordination and Analysis headed by Michael Roanhouse.  We recommend that you fax your request to the division at the same time you mail your request to the Assistant Secretary.  Please fax the material to Larry Blume at (202) 708-3617.

(3) Until the appointment and confirmation of a new Assistant Secretary for CPD, Deputy Secretary Roy Bernardi must approve all requests for waivers involving CPD programs.

UNUSED ESG FUNDS

Remedies for Noncompliance for Expenditure Standard.  ESG grantees have experienced problems in tracking the completion of projects.  Both small and large amounts of funds for earlier program years have been discovered to be unused.  In one notable case the cumulative amount of unused funds since 1995 amounted to $1.4 million.  In resolving that case, we carefully reviewed with program counsel the regulatory framework for imposing sanctions for failure to meet the obligation and expenditure deadlines.  We concluded that the sanctions provision at 24 CFR 576.67 of the ESG regulations should apply in the case of unused funds.  This regulatory provision gives the Department an array of remedies to resolve an unused ESG funds problem.  The recapture of funds for noncompliance with the two-year expenditure standard is not the exclusive remedy.  The preferred remedy is to seek an agreement with the grantee to spend the funds as rapidly as possible.  If you have any questions on the appropriate remedy, please consult with Headquarters concerning compliance with the ESG rules and appropriate sanction.

We are requesting that all CPD Field Offices review all their grantees for compliance with the 2-year expenditure requirement for Fiscal Year 2002 and prior grant years.
Options for Spending Unused Funds in the Program Year First Allocated In.  There are two options for ensuring grantees spend unused funds in the same program year that the funds were awarded:

· Complete the expenditure of unused funds in the original project.  Grantees with existing projects and activities that are still “underway” should be encouraged to expend the remaining unused funds on that project, if possible.  If unused funds are found in a “completed” project, then the project should be changed to “underway” and the funds expended. 

· Complete the expenditure of unused funds across many projects by adding a new project. If unused funds are spread across multiple projects in a program year, the grantee should “complete” all the projects in a program year.  The unused funds should then be combined in one or more new projects in that program year.

The grantee may use either or both of these techniques to expend a particular program year’s unused funds.  Program accomplishment may or may not be updated as warranted by the situation.  This process is also helped when grantees correctly and consistently set up and annually report on their projects and activities in the Integrated Disbursement and Information System (IDIS) [See part IX beginning on page 7 of the attachments].
For answers to IDIS technical questions or difficulties in getting unused funds set up for expenditure in the appropriate program year, please telephone either Patricia Jackson or Tony Pulliam for help at the IDIS Technical Assistance Unit at (800) 273-2573.  ESG program or policy issues should be directed to Larry Blume in SNAPs at (202) 708-0614 ext. 4478.

FAITH-BASED ORGANIZATIONS

On September 30, 2003, HUD published a final rule in the Federal Register (68 FR 56396) entitled “Participation in HUD Programs by Faith-Based Organizations; Providing for Equal Treatment of all HUD Participants” to amend ESG and other program regulations that imposed (or appeared to impose) unwarranted barriers to the participation of faith-based organizations in HUD programs.  This was undertaken pursuant to the President’s Executive Order 13198 (Agency Responsibilities with Respect to Faith-Based and Community Initiatives) issued January 31, 2001 (66 Fed Reg 8497).  The new rule is intended to achieve the following objectives:

1.
Clarify that organizations are eligible to participate in HUD programs without regard to their 


religious character or affiliation.

2.  Clearly delineate eligible and ineligible uses of HUD funds for all program participants.

3.  Clarify that faith-based organizations will retain their independence.

4.  Emphasize that participating organizations cannot discriminate in providing assistance. 

5.  Clarify that HUD funds may not be used for acquisition, construction, or rehabilitation of 

structures to the extent those structures are used for inherently religious activities.

6.  Remove additional assurance requirements imposed only on faith-based organizations.

7.  Clarify the applicability of Executive Order 11246 in the context of grants.

The regulation on ESG “Faith-based activities” is at 24 CFR 576.23.  (see Attachment 8). The Office of Community Planning and Development has written a policy directive for ensuring equal treatment in ESG and the other CPD programs in CPD Notice 04-10 issued on September 29, 2004.  Please see HUD’s Faith-Based and Community Initiatives site for additional useful information on the subject, including opportunities for capacity building for organizations wanting to apply for federal funding.

ESG FUNDING FOR A HOMELESS MANAGEMENT INFORMATION SYSTEM

Congress has directed HUD to improve the collection of data on the extent of homelessness locally and nationally.  Communities must collect an array of data including an unduplicated count of homeless persons, analyze their patterns of use of McKinney-Vento and other assistance, include information on how clients enter and exit the homeless assistance system, and assess the effectiveness of that assistance.  Continuums of Care (CoC) planning bodies are responsible for implementing an HMIS and HUD rates progress in implementing an HMIS in the annual competitive process.  ESG funds are among those available to states and communities to help implement and operate an HMIS.  We particularly encourage states to assist the smaller, often rural COCs to implement their HMIS systems.  HMIS costs may be considered an eligible activity as an essential service, operation, or administration expense under the ESG program.  ESG funds may not be used for planning costs.

ESG RECIPIENTS’ PARTICIPATION IN A LOCAL HMIS


ESG-funded homeless providers are important participants in the successful implementation of an HMIS responsive to Congressional direction on improved data collection on homelessness.  Therefore, recipients of 2005 ESG funds must follow HUD’s standards for participation, data and reporting under a local HMIS that were finalized in a July 30,2004, Federal Register notice (69 FR 45888) as clarified by an October 19, 2004, Federal Register notice (69 FR 61517) on domestic violence shelter participation.  A provision has been added to the grant agreements for state and local governments covering this requirement.  The HMIS standards for participation and priority implementation were effective as of August 30, 2004.


The requirement to participate in an HMIS according to the final HMIS notice applies to homeless providers receiving ESG funds only if that provider is located in a jurisdiction covered by a Continuum of Care (CoC) with an HMIS.  Entitlement communities and states are not required to set up an HMIS for homeless providers receiving ESG funds in jurisdictions not covered by a CoC HMIS.

For additional information, please consult HUD’s main HMIS website.  Additionally, a new web portal at www.HMIS.Info exists as a central location for communities to get the latest information, papers and HUD resources related to HMIS.  It is also being designed to encourage peer-to-peer networking and interaction among communities with similar implementations, that are close in geographic proximity, or that may be facing similar challenges in their implementations.  Currently, this web site includes a link to join the HMIS Listserv, material from the National HMIS Conference, and the ability for communities to request technical assistance from the National HMIS Technical Assistance Initiative (Field Office staff and interested parties can sign up for a new user account by clicking here.)  Features being developed include an on-line library of HUD and community-developed forms and documents, an HMIS solution provider search function, a community locator function to help build peer-to-peer networks, a Suggestion Box, Ask the Expert and Announcement tools to improve communication.

ESG LEVEL OF EVIRONMENTAL REVIEW CHECKLIST

We are again calling your attention to the availability of the checklist on “Determining the Level of Environmental Review for ESG Projects.” (See Attachment 6)  This easy-to-use

checklist will help grantees determine the correct level of review for each type of eligible activity for an ESG project.

STATE HOMELESS PREVENTION OBLIGATION/ EXPENDITURE DATES
There are two obligation and expenditure standards for state homeless prevention activities. First, homeless prevention activities that are made available during the 65-day period with other activities are governed by the same obligation (180 days) and expenditure (two-year) requirement as all other activities. (See part XI.B. on page 11 of the Attachments and discussion of Unused ESG Funds immediately above.)

Second, the rule provides for an exception to the 65-day standard for a portion of the homeless prevention activities.  The state may set aside homeless prevention funds and make them available to recipients for up to 180 days.  These recipients then have 30 days to obligate, but only 180 days thereafter to expend the funds.  This was done early in the program at the behest of states who wanted the flexibility to respond to later unforeseen homeless prevention needs so a set-aside concept and standards were established.  Unfortunately, the streamlined rule published on 

October 2, 1996, did not clearly restate the intended distinctions discussed above.

PRE-AGREEMENT COSTS


Eligible jurisdictions may again incur ESG costs before the start of their consolidated program year in order to continue to fund ongoing activities.  Once a jurisdiction submits a Consolidated Plan and HUD approves it, the jurisdiction may request HUD State and Field Office approval of pre-agreement costs (see Attachment 1).  Once approved, the jurisdiction can 

then spend its own money and be reimbursed from ESG funds after the execution of the grant agreement.  Please note that other ESG program requirements still apply, including the possible 

need for an environmental review of the proposed project, and release of the funds to the grantee.

FY 2005 ESG ALLOCATIONS AND PROGRAM INFORMATION


The FY 2005 ESG allocations by state are shown with the results of the 2004 Continuum of Care competition on the Homelessness Assistance webpage, as well as part of the CPD Formula Allocations on the CPD webpage.  We have also included a 2005 Fact Sheet (See Attachment 7) as a general program reference.  Additional ESG guidance is available in the Emergency Shelter Grants (ESG) Program Desk Guide available on the ESG homepage, or in print from Community Connections at (800) 998-9999.


Attached you will find the FY 2005 ESG Operating Instructions with Table of Contents and Attachments.  If you have questions about these operating instructions, please contact your SNAPs state contact person, or call Larry Blume or Scott Rich at the Office of Special Needs Assistance Programs at (202) 708-1226.
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