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3. Originating Office: Office of Head Start, Office of Grants 
Management 

 
4. Key Words: Modular Unit; Portable Prefabricated Structure; 
Mobile Units; Manufactured; Real Property; Disposition 

 
INFORMATION MEMORANDUM 

 
TO: All Head Start and Early Head Start Agencies and Delegate Agencies  
 
SUBJECT: Head Start Modular Units 
 
INFORMATION: 
 
A modular unit is defined as "a portable prefabricated structure made at another location and 
moved to a site for use by a Head Start grantee to carry out a Head Start program, regardless of 
the manner or extent to which the modular unit is attached to underlying real property." The 
definition includes modular units used for any program purpose, including classrooms, kitchens, 
administrative offices, and storage buildings. See Terms, 45 CFR §1305.2. The purchase of any 
modular units with Head Start funds is subject to the provisions of 45 CFR Part 1303 Subpart E. 
 
Many different types of prefabricated structures fall within the general term "modular unit." 
Some are structurally similar to traditional construction, subject to local building codes and 
firmly attached to an underlying foundation. These units can provide high-quality learning 
environments with a useful life similar to traditional construction. 
 
At the other end of the spectrum are units that arrive on wheels and are installed by placement on 
supports without a full foundation. Local building codes are not usually applicable to these types 
of units. They are often referred to as manufactured or mobile units. Their useful life is 
significantly less than traditionally constructed buildings. Especially in harsh climates, these 
units tend to deteriorate quickly and require significant ongoing maintenance. They also lose 
structural stability, develop mold issues, and lose quality as a learning environment much sooner 
than high-quality modular units or traditional construction. See Teaching and the learning 
environment, 45 CFR §1302.31. 
 

https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1305-2-terms
https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1303-subpart-e-facilities
https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1302-31-teaching-learning-environment
https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1302-31-teaching-learning-environment


The Office of Head Start (OHS) recognizes there are circumstances when modular units are a 
quality, cost effective option for program services. However, purchase of a modular unit should 
not be a grantee's first choice when the option of construction or purchase of a traditionally built 
facility exists in the community. Similarly, when replacing older modular units, grantees should 
consider whether better quality modular units, construction, or purchase options are available in 
the community. While reasonableness of cost should always be a consideration for grantees, low-
cost modular units are not a preferred option when other better-quality facility options are 
available.  
 
To assure modular units used as Head Start facilities result in quality, cost effective learning 
environments, OHS is implementing the following requirements. 
 
Application for Purchase of a Modular Unit 
 

When a grantee applies for purchase of a modular unit under 45 CFR Part 1303 Subpart E, the 
following additional information is required per 45 CFR §1303.44(a)(14). 
 

1. A statement indicating whether the modular unit will be classified as real property or 
equipment in the grantee's financial records. This classification must be maintained until 
the modular unit is disposed of in accordance with Real Property, 45 CFR §75.318(c) or 
Equipment, 45 CFR §75.320(e), as applicable. 

 
2. A description of the procurement procedures that will be used to purchase the modular 

unit in compliance with 45 CFR §75.329. 
 

3. If the modular unit proposed for purchase will be classified as real property, the grantee 
must submit standard form (SF)-429 with Attachment B. If the modular unit proposed for 
purchase will be classified as equipment, follow 45 CFR §75.407(a)(7) for prior 
approval. The modular unit must be included in the grantee's equipment inventory 
maintained in accordance with 45 CFR §75.320(d)(1)–(5). 

 
4. The cost comparison required by 45 CFR §1303.45 must address the full cost of initial 

purchase of the modular unit. This includes site acquisition and preparation, delivery, set-
up, and additional site work needed (e.g., ramps, fencing, parking, play area, 
landscaping). Estimated operating costs, including ongoing maintenance and repairs, 
must be also be provided, with an assumed estimated useful life of 15 years. For purposes 
of comparison with available alternatives within the community (see below), the cost of 
replacement of the modular unit at the end of 15 years must also be included. 

 
5. Modular unit costs must be compared to available alternatives within the community, 

including construction of a new facility and purchase or lease of an existing facility (with 
any associated renovation costs). Initial and ongoing costs for comparable facilities must 
be estimated, including depreciation, with an assumed useful life of 30 years. 

 
6. The application must describe the placement of the modular unit proposed for purchase. 

It also must indicate if the modular unit will be placed on leased or grantee-owned 

https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1303-subpart-e-facilities
https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1303-44-applications-purchase-construct-renovate-facilities
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1318
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1329
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1407
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320
https://www.ecfr.gov/cgi-bin/text-idx?SID=54b94da61e078f33cfce43be17b55487&mc=true&node=pt45.4.1303&rgn=div5#se45.5.1303_145


property and the method of installation (e.g., placed on a poured foundation, on blocks, or 
other supports). The extent to which the modular unit can be removed and relocated must 
also be addressed, including whether it is possible to relocate the unit without significant 
damage to its structure once installed.  

 
7. The statement of a real estate professional described in 45 CFR §1303.42(b) must clearly 

show the realtor making the certification considered the options of construction, 
purchase, or leasing of facilities as an alternative to purchase of a modular unit. 

 
Request for Disposition of a Modular Unit 
 
The disposition process for a modular unit depends on how the unit was classified in the 
grantee's financial records (real property or equipment) at the time of purchase and during its 
period of ownership by the grantee. A grantee may not change the historic classification of a 
modular unit for purposes of disposition. If classified as real property, the unit is subject to the 
disposition requirements described in 45 CFR §75.318(c) and 45 CFR §75.308(c)(1)(xi). A unit 
classified as equipment is subject to the disposition requirements described in 45 CFR 
§75.320(e) and 45 CFR §75.308(c)(1)(xi). For more information, please see the ACF Property: 
Disposition website. 
 
Real Property 
  
When the modular unit has been classified as real property, the grantee is required to submit SF-
429 with Attachment C in the GrantSolutions Online Data Collection (OLDC) to request 
approval for disposition of the unit. Note that line 14e requires the grantee to enter the third-party 
appraised value of the real property (current market value). Current market value must be 
established by an independent certified real property appraiser (no more than three years old). 
The appraisal must be uploaded to the SF-429 Attachment C in GrantSolutions OLDC to verify 
the current market value amount.  
 
The modular unit should be appraised separately from the land upon which it is located. The 
appraisal must clearly indicate the appraised value of: 
 

1. The land, if owned by the grantee 
2. The modular unit value in its existing location 

 
Modular units classified as real property are usually firmly attached to the land upon which they 
are located. If the grantee does not own the land, all costs related to the proposed disposition 
(e.g., demolition, site restoration, takedown, moving, and new site preparation) must be 
identified in the disposition request. If the overall cost of all disposition options result in a net 
value that is $0 or less, there is no value for OHS to recover in the modular unit. The Office of 
Grants Management (OGM) will review all disposition requests in which there is no recoverable 
value. If there are no issues or concerns, the respective Grants Management Officer (GMO) will 
approve release of the federal interest.  
 
Equipment 
 

https://eclkc.ohs.acf.hhs.gov/policy/45-cfr-chap-xiii/1303-42-eligibility-purchase-construct-renovate-facilities
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1318
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1308
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1308
https://www.acf.hhs.gov/grants/real-property-and-tangible-personal-property#chapter-6
https://www.acf.hhs.gov/grants/real-property-and-tangible-personal-property#chapter-6
https://home.grantsolutions.gov/home/
https://home.grantsolutions.gov/home/


When the modular unit has been classified as equipment and has a current market value of 
$5,000 or more, grantees are required to submit the Tangible Personal Property Report—
Disposition Request using SF-428 with Attachment C through the Head Start Enterprise System 
(HSES). Send correspondence to the GMO no later than 30 days before the proposed disposition. 
The modular unit may be retained, sold, or transferred as directed by the Administration for 
Children and Families (ACF) in accordance with 45 CFR §75.320.  
 
When the modular unit has been classified as equipment and has a current market value of 
$5,000 or less, the modular unit may be retained, sold, or otherwise disposed of without payment 
of proceeds to the awarding agency (45 CFR §75.320(e)(1)). However, proceeds must be 
recognized as additive program income and used only for allowable Head Start program 
expenses. All requests for disposition instructions must be made in writing through HSES 
Correspondence to the GMO no later than 30 days before the proposed change. If there are no 
issues or concerns, the respective GMO will proceed with approval to release the federal interest. 
 
Thank you for your work on behalf of children and families. 
 
/ Dr. Deborah Bergeron /  
 
Dr. Deborah Bergeron 
Director 
Office of Head Start 
Office of Early Childhood Development 

https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320
https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75#se45.1.75_1320


Office of Head Start | 330 C St., SW, 4th Floor, Washington DC 20201 | eclkc.ohs.acf.hhs.gov

March 13, 2020

Grant No. 08CH011225

Dear Head Start Grantee:

The Further Consolidated Appropriations Act, 2020, contains an increase of approximately $550 million for

programs under the Head Start Act for Fiscal Year (FY) 2020. The increase provides $193 million for a cost-of-living

adjustment (COLA) and $250 million for Quality Improvement investments for Head Start. The COLA supports an

increase of two percent for each grantee to increase staff salaries and fringe benefits, and offset higher operating

costs. COLA funds are effective at the start of the FY 2020 budget period and are retroactive if this period has

already begun. Quality Improvement funds are allocated proportionately based on federal funded enrollment, with

additional consideration given to small grantees to allow for a meaningful investment, as permitted by the Act.

The following table reflects the COLA and Quality Improvement increases available for FY 2020.

Funding Type Early Head Start
Cost-of-Living Adjustment (COLA) $6,397
Quality Improvement (QI) $35,000
Total Funding $41,397

The table provides projected amounts for each program, Head Start and/or Early Head Start. The Quality

Improvement allocation above was calculated on Head Start and/or Early Head Start funded slots; however,

grantees operating both programs have flexibility to use any amount of funding on either program, based on

community needs, and not to exceed the total amount available. This flexibility does not extend to COLA

allocations. Please note, allocations in the table are based on annual funding and enrollment levels by program as

of February 2020, and may be subject to change if there are adjustments to these levels.

Submission Requirements

The supplemental application is due May 15, 2020 and must be submitted in the Head Start Enterprise System

(HSES). To apply, please select the Financials tab, Grant Application tab, Fiscal Year 2020, and add the

‘Supplement – COLA and Quality Improvement’ amendment type. No other application type for these funds will

be accepted.

Content of ‘Supplement – COLA and Quality Improvement’ Application

Applications must include separate narratives and detailed budget justifications for each funding type, COLA and

Quality Improvement, and by program, Head Start and/or Early Head Start. Each narrative must begin with a Table

of Contents, use 12 point font, and not exceed 10 pages. All narratives, budget justifications, and other supporting

documentation must be uploaded into respective folders within the Documents tab of the application.

COLA Narrative and Budget Justification

https://eclkc.ohs.acf.hhs.gov
https://hses.ohs.acf.hhs.gov/hsprograms
https://hses.ohs.acf.hhs.gov/hsprograms


Grantees must demonstrate:

An increase of no less than two percent of the current pay scale for Head Start/Early Head Start employees,

including unfilled vacancies, subject to the provisions of Sections 653 and 640(j) of the Head Start Act;

•

The rationale and documentation detailing agency policies and procedures if employees are receiving less

than the two percent COLA or differential COLA increases;

•

The provision of a no less than two percent increase to all delegate agencies and partners or justification if

less than two percent or differential increases are provided to delegate agencies and partners;

•

The planned uses for the balance of the COLA funds to offset higher operating costs.•

Sections 653 and 640(j) of the Head Start Act provide further guidance on the uses and limitations of COLA funds.

Sec. 653 restricts compensation to a Head Start employee that is higher than the average rate of compensation

paid for substantially comparable services in the area where the program is operating. Sec. 640(j) of the Act

requires compensation of Head Start employees must be improved regardless of whether the agency has the ability

to improve the compensation of staff employed by the agency that do not provide Head Start services. Grantees

with concerns that staff salaries cannot be increased due to wage comparability issues should ensure public school

salaries for kindergarten teachers are included in their considerations.

Quality Improvement Narrative and Budget Justification

Grantees must demonstrate:

Investments are consistent with Sec. 640(a)(5) of the Act (except programs are not bound by the

requirements that at least 50 percent of the funds be used for staff compensation or that no more than 10

percent of funds be used on transportation. For more information on allowable activities as outlined in the

Act, please see Attachment A);

•

Investments made in Quality Improvement will be ongoing;•

How investments support children, families, and staff impacted by trauma; or justify the reasoning for

investing in an activity not directly related to addressing trauma (For specific examples, please see

Attachment B or the following resource on Implementing a Trauma-Informed Approach.)

•

For programs using flexibility in the proportional share of the funding for Head Start and Early Head Start,

justify how that approach fully supports the greatest needs of communities.

•

Grantees are strongly encouraged to invest this funding into program efforts and activities that help better

incorporate a trauma-informed approach that will support children, families, and staff impacted by adverse

experiences. For more information on trauma and implementation of trauma-informed approaches in Head

Start and Early Head Start programs, including specific examples, please see Attachment B or the following

resource on Implementing a Trauma-Informed Approach. However, grantees do have the flexibility to use these

Quality Improvement funds to meet grantees' most pressing local needs, consistent with Section 640(a)(5) of the

Act. With this funding, grantees should plan for ongoing, sustained investments in quality improvements, while also

acknowledging one-time investments in FY 2020 year may be necessary to sustain ongoing quality improvement.

Budget Requirements

The data entered on the budget tab within the application populates the SF-424A. Grantees are required to include

funds for both COLA and Quality Improvement, and within the appropriate program, Head Start or Early Head Start.

https://eclkc.ohs.acf.hhs.gov/policy/head-start-act/sec-653-comparability-wages
https://eclkc.ohs.acf.hhs.gov/policy/sec-640-allotment-funds-limitations-assistance
https://eclkc.ohs.acf.hhs.gov/publication/implementing-trauma-informed-approach-introduction-examples
https://eclkc.ohs.acf.hhs.gov/publication/implementing-trauma-informed-approach-introduction-examples


Non-Federal Share

The budget and detailed budget justification must include each source of non-federal match, including estimated

amount per source and the valuation methodology. A detailed justification that conforms with the criteria under

Section 640(b)(1)-(5) of the Head Start Act must be submitted if the application proposes a waiver of any portion of

the non-federal match requirement.

Supporting Documents

Signed statements of the Governing Body and Policy Council Chairs along with Governing Body and Policy Council

minutes documenting each group’s participation in the development and approval of the supplemental application

for COLA and Quality Improvement must be provided.

The application must be submitted on behalf of the Authorizing Official registered in the HSES. Incomplete

applications will not be processed.

Please ensure the application contains all of the required information. If you have any questions or need assistance,

please contact Anne Keire, Head Start Program Specialist, at 303-844-7242 or anne.keire@acf.hhs.gov or Bryan

Johnson, Grants Management Specialist, at 303-844-1161 or bryan.johnson@acf.hhs.gov.

For technical assistance in preparing the application, please contact the HSES Help Desk at help@hsesinfo.org or

1-866-771-4737.

Sincerely,

The Office of Head Start

Attachment A

Allowable Uses of Quality Improvement Funds

The language in this document comes directly from Sec. 640(a)(5) of the Head Start Act, except that language has

been removed from no. 1 specifying that at least 50 percent of the funds must be used for staff compensation and

language has been removed from no. 8 specifying that no more than 10 percent of the funds can be used on

transportation to align with the FY 2020 enacted appropriation language.

To improve the compensation (including benefits) of educational personnel, family service workers, and child

counselors, as described in Sections 644(a) and 653 of the Head Start Act, in the manner determined by the

Head Start agencies (including Early Head Start agencies) involved, to—

1.

ensure that compensation is adequate to attract and retain qualified staff for the programs involved in

order to enhance program quality;

•

improve staff qualifications and assist with the implementation of career development programs for staff

that support ongoing improvement of their skills and expertise; and

•

provide education and professional development to enable teachers to be fully competent to meet the

professional standards established under Sec. 648A(a)(1) of the Act, including—

•

providing assistance to complete postsecondary course work;-

improving the qualifications and skills of educational personnel to become certified and licensed as

bilingual education teachers, or as teachers of English as a second language; and

-

improving the qualifications and skills of educational personnel to teach and provide services to-

mailto:help@hsesinfo.org
https://eclkc.ohs.acf.hhs.gov/policy/head-start-act/sec-644-administrative-requirements-standards
https://eclkc.ohs.acf.hhs.gov/policy/head-start-act/sec-653-comparability-wages
https://eclkc.ohs.acf.hhs.gov/policy/head-start-act/sec-648a-staff-qualifications-development


children with disabilities

To support staff training, child counseling, and other services necessary to address the challenges of children

from immigrant, refugee, and asylee families; homeless children ; children in foster care; limited English

proficient children; children of migrant or seasonal farmworker families; children from families in crisis; children

referred to Head Start programs (including Early Head Start programs) by child welfare agencies; and children

who are exposed to chronic violence or substance abuse.

2.

To ensure that the physical environments of Head Start programs are conducive to providing effective program

services to children and families, and are accessible to children with disabilities and other individuals with

disabilities.

3.

To employ additional qualified classroom staff to reduce the child-to-teacher ratio in the classroom and

additional qualified family service workers to reduce the family-to-staff ratio for those workers.

4.

To ensure that Head Start programs have qualified staff that promote the language skills and literacy growth of

children and that provide children with a variety of skills that have been identified, through scientifically based

reading research, as predictive of later reading achievement.

5.

To increase hours of program operation, including—6.

conversion of part-day programs to full-working day programs; and•

increasing the number of weeks of operation in a calendar year.•

To improve communitywide strategic planning and needs assessments for Head Start programs and

collaboration efforts for such programs, including outreach to children described in no. 2 above.

7.

To transport children in Head Start programs safely.8.

To improve the compensation and benefits of staff of Head Start agencies, in order to improve the quality of

Head Start programs.

9.

Attachment B

Office of Head Start Guidance on Implementing a Trauma-Informed Approach

Trauma occurs when frightening events or situations overwhelm a child or adult's ability to cope or deal with what

has happened. These kinds of experiences cause an extended stress response and lasting effects on the physical

and mental health of the individual. Trauma can occur in the form of a single event (e.g., a natural disaster or death

of a close family member) or as a series of events or chronic condition (e.g., substance misuse, domestic and

community violence, child abuse and neglect, extended homelessness, or food insecurity). Exposure to trauma is

more common than most people believe. It is also multi-layered, with individual, community, and historical

experiences. In addition to enrolled children and families, Head Start staff may experience trauma as well, along

with stress associated with their role in supporting children and families impacted by trauma. That said, not

everyone exposed to adverse experiences is traumatized.

Head Start and Early Head Start programs play a critical role in buffering the impact of trauma by promoting

resilience for children, families, and staff. The effects of trauma are lessened by protective factors such as strong

parent-child relationships; relationships between staff, children, and families in Head Start and Early Head Start



programs; and through relationships and supports within the community. Supporting staff wellness is a critical part

of any trauma-informed approach in Head Start programs.

The Substance Abuse and Mental Health Services Administration (SAMHSA) defines a trauma-informed approach

as one that: 1) realizes the widespread impact of trauma and understands potential paths for recovery; 2)

recognizes potential signs and symptoms of trauma; 3) responds by fully integrating knowledge about trauma into

program policies, procedures, and practices; and 4) resists re-traumatization of impacted individuals. For more

information, please see SAMHSA’s Concept of Trauma and Guidance for a Trauma-Informed Approach.

Head Start Considerations for Funding Trauma-Informed Approaches

There are many ways Head Start and Early Head Start programs can use Quality Improvement funds to implement

a comprehensive, ongoing trauma-informed approach. The following includes a limited, non-exhaustive list of

examples:

Expand Mental Health Services

Improve preventive mental health screening, assessment, and interventions•

Enhance mental health consultation for staff support and organizational improvement to help identify signs

and symptoms of trauma and integrate supports and services to assist in healing

•

Ensure mental health consultation and other related intervention services include a trauma-informed

approach and are integrated at intake and orientation

•

Build and/or enhance collaborative services with local substance abuse and mental health treatment

programs, domestic violence service providers, disaster response programs, child welfare agencies, and

others

•

Increase Classroom Quality

Hire additional qualified education staff to lower classroom ratios, enhance caregiver-child relationships•

Provide ongoing coaching and support to education staff to address secondary stress and related turnover•

Hire behavioral specialists to support children, classroom staff, and parents•

Improve physical environments and learning spaces throughout the facility to help address the multiple

domains of development and learning that are impacted by trauma

•

Invest in professional development and staffing patterns that foster continuity of care, and consistent,

predictable, and nurturing environments

•

Strengthen Family Services

Enhance services that strengthen families, promote relationships, decrease parental stress, and improve

family safety and financial security

•

Strengthen service provision related to housing access and stability•

Provide enhanced job training, employment, education, and career services•

Help families better access healthcare and nutrition services•

Enhance transportation services to promote more regular participation by children and families in services

designed to support development and learning and address trauma

•

Improve collaboration efforts and alignment with family-serving agencies to lessen family confusion and

stress in dealing with multiple agencies

•

https://store.samhsa.gov/system/files/sma14-4884.pdf


Support a Trauma-Informed Workforce

Provide training on trauma-informed approaches to all staff, governing boards, and Policy Councils, and

ensure training is accompanied with coaching and opportunities for reflective practice and supervision

•

Support staff capacity with salary increases and additional benefits, such as employee assistance services

and break times

•

Decrease family service staff and/or home visitor caseloads through hiring of additional qualified staff or

other strategies

•

Create a Program-Wide Trauma-Informed Environment

Ensure any trauma-informed training implemented at the management-, governing-, or policy-level includes

oversight to examine how the approach is being implemented

•

Conduct ongoing self-assessment to track program improvements related to integrating a trauma-informed

approach over time

•

Expand Health Services Advisory Committee efforts to better support health and mental health services for

children and families by implementing trauma-informed approaches

•
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