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CHAPTER 1: OVERVIEW OF THE PROGRAM

CHAPTER PURPOSE & CONTENTS

This chapter provides a general overview of the Community Development Block Grant Program,
including a brief synopsis of the history of the program, a summary of the objectives of the
program and a summary of the process for implementing CDBG activities.

SECTION TOPIC PAGE
11 Program History & Primary Objective 11
1.2 CDBG Regulations 1-2
1.3 Key Definitions 1-3
14 Steps in Implementing CDBG Activities 1-6
15 Introduction to Eligible Activities 1-7
1.6 Ineligible Activities 1-11
1.7 CDBG Resources 1-12

1.1 Program History & Primary Objective

v’ This section explains the history of the CDBG program and its goals.

Key Topics in This Section v" Programs that preceded CDBG
v' CDBG primary objective

Statutory/Regulatory Citations Section 101(c)
§570.1, §570.2

Other Reference Materials on This Topic Not applicable

¥v' The Community Development Block Grant (CDBG) Program is authorized under Title | of
the Housing and Community Development Act of 1974, as amended. The CDBG program
was enacted in 1974 under the Housing and Community Development Act or HCDA. Prior
to this point in time, there were numerous federal programs which addressed community
development issues.

v' CDBG grew out of the consolidation of eight categorical programs under which communities
competed nationally for funds. The consolidated programs include:

Open Space;

Urban Renewal;

Neighborhood Development Program grants;

Historic Preservation grants;

Basically CDBG (May 2014) 1-1
HUD, Office of Block Grant Assistance



Chapter 1: Overview of the Program

Model Cities supplemental grants;

Public Facilities loans;

Neighborhood Facilities grants; and

Water and Sewer grants.
v The primary objective of Title | of the Housing and Community Development Act of 1974, as
amended, is the development of viable urban communities.

v" These viable communities are achieved by providing the following, principally for persons of
low and moderate income:

— Decent housing;
— A suitable living environment; and
— Expanded economic opportunities.

v To achieve these goals, the CDBG statute and regulations set forth eligible activities and the
national objectives that each activity must meet. As recipients of CDBG funds, grantees are
charged with ensuring that these requirements are met.

1.2 CDBG Regulations

v This section provides an overview of the CDBG regulations and regulatory changes over

time.
Key Topics in This Section v" Regulatory basis for CDBG
v" Key recent regulatory changes
Statutory/Regulatory Citations 24 CFR Part 570
Other Reference Materials on This Topic Not applicable

v" The regulations implementing the CDBG Program are found at 24 CFR Part 570.The CDBG
regulations were dramatically revised from 1995 to 2006, primarily to increase flexibility for
grantees in carrying out funded activities, to reflect statutory changes, and to respond to
audits of the program by the Inspector General.

— January 5, 1995 (Effective February 6, 1995)—This rule established the guidelines for
evaluating and selecting economic development projects and made certain other changes
to facilitate the use of CDBG funding for economic development, including microenterprise
activities, Neighborhood Revitalization Strategies and Community Development Financial
Institutions.

— November 9, 1995 (Effective December 11, 1995)—This consolidated rule updated the
regulations to reflect significant statutory enhancements since 1987, corrected identified
deficiencies, implemented relevant portions of the National Affordable Housing Act of
1990, amended the conflict of interest provisions, and provided criteria for performance
reviews and timely expenditure of CDBG funding.

— April 29, 1996 (Retroactively effective December 11, 1995)—This rule contained
certain technical corrections to the rule published in November 1995.
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Chapter 1: Overview of the Program

— July 19, 1999 (Effective December 22, 1999)—This rule clarified the level of expenditure
documentation that CDBG grantees and subrecipients must maintain to identify the use of
funds for assisted activities.

— November 21, 2000 (Effective December 21, 2000)—This rule made two changes: (1)
the pre-award requirements were revised to allow a new grantee without a consolidated
plan to be reimbursed for costs of activities to develop and prepare its first consolidated
plan; and (2) permit homeownership activities, to the extent authorized by statute, to be
funded in connection with new construction.

— July 17, 2002 (Effective August 16, 2002)—This rule amended the regulation at 570.204(d)
to require grantees to obtain HUD’s approval to demolish HUD-owned housing units.

— September 30, 2003 (effective October 30, 2003)—This final rule revised various HUD
regulations, including the CDBG regulations at 570.200(j), 570.503, and 570.607, to
remove barriers to the participation of faith-based organizations in eight of HUD's
Community Planning and Development programs, including the CDBG program. A
subsequent rule change effective August 9, 2004, revised the CDBG regulations at
570.480 for the same purpose.

— December 12, 2003 (Interim Rule, Effective January 12, 2004)—This rule revised the
definition of “metropolitan city” by replacing the obsolete term “central city” with the new
term “principal city.”

— December 23, 2005 (Interim Rule, Effective February 21, 2006)—This rule

implemented a statutory amendment regarding limitations on the use of CDBG funds for
activities involving job relocation. Provisions are codified at 24 CFR 570.210.

— May 24, 2006 (Final Rule, Effective June 23, 2006)—This rule clarified the eligibility of
brownfields redevelopment activities and makes changes to national objectives provisions
that relate to brownfields.

v Included as an Appendix to this manual is a copy of the CDBG regulations (Entitlement
program only) and statute.

v These new flexibilities will be discussed throughout this manual and are summarized in
memorandums from HUD located in the Appendix.

1.3 Key Definitions

v This section provides definitions of key CDBG topics and terms.

Key Topics in This Section v' Key definitions needed for entitlement programs
Statutory/Regulatory Citations Section 102
8570.3

Other Reference Materials on This Topic Not applicable

CDBG Recipient: Local governments are known as grantees or recipients. As noted above,
they participate in either the Entitlement Program (for cities in metropolitan areas over 50,000 in
population, designated principal cities of metropolitan statistical areas or urban counties with
more than 200,000 people). Under the States and Small Cities Program, states receive funding
directly from HUD and provide it to small cities (non-entitled communities), also referred to as
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Chapter 1: Overview of the Program

units of general local government.

Community Development Financial Institution (CDFI): An organization that: has as its
primary mission the promotion of community development; serves an investment area or
targeted population; provides development services and equity investments or loans; maintains
accountability to residents within its investment area; and is not a public agency or institution.

Community-Based Development Organization (CBDO): CBDOs are generally nonprofit
organizations that undertake specific kinds of CDBG-funded activities. CBDOs can be for-profit
or nonprofit organizations, but cannot be governmental entities. A CBDO may be designated as
a subrecipient by the grantee.

Consolidated Plan: The Consolidated Plan is prepared by the grantee in accordance with 24
CFR Part 91, and describes needs, resources, priorities and proposed activities to be
undertaken with respect to HUD’s CPD formula programs, including CDBG. An approved
Consolidated Plan is one which has been approved by HUD.

Contractors: A contractor is an entity paid with CDBG funds in return for a specific service
(e.g., construction). Contractors must be selected through a competitive procurement process.

Draw down: Refers to the process of requesting and receiving CDBG funds. Grantees draw
down funds from a line of credit established by HUD.

Entitlement Program: The Entitlement Program is the portion of the CDBG Program that
provides formula grants to metropolitan cities and urban counties. The Entitlement Program is
the largest component of the CDBG Program receiving 70 percent of CDBG appropriations.
Participating grantees automatically receive an annual allocation of CDBG funds. The grant
amounts are determined by the higher of two formulas: overcrowded housing, population and
poverty; or age of housing, population growth lag, and poverty.

Entitlement Grantee: A city in a metropolitan area with a population of 50,000 or more, a
principal city of a metropolitan area, or an urban county with a population of at least 200,000
(excluding the population of metropolitan cities located therein) that receives an annual
allocation of CDBG funds directly from HUD under the CDBG Entitlement Program.

Family: Family, as defined in 24 CFR 5.403, includes, but is not limited to, the following,
regardless of actual or perceived sexual orientation, gender identity, or marital status:

v' A single person, who may be an elderly person, displaced person, disabled person, near-
elderly person, or any other single person (see further definitions in 24 CFR 5.403); or

v" A group of persons residing together, and such group includes, but is not limited to: foster
care is considered a member of the family);

An elderly family;

A near-elderly family;

A disabled family;

A displaced family; and
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Chapter 1: Overview of the Program

— The remaining members of a family.

Household: means all persons occupying a housing unit. The occupants may be a family, as
defined in 24 CFR 5.403; two or more families living together; or any other group of related or
unrelated persons who share living arrangements, regardless of actual or perceived, sexual
orientation, gender identity, or marital status.

HUD: The U.S. Department of Housing and Urban Development (HUD). HUD established the
regulations and requirements for the program and has oversight responsibilities for the use of
CDBG funds.

Income: Grantees may select any of three definitions of income: (1) Annual income as defined
under Section 8; (2) Annual income as reported under the Census long form/American
Community Survey; or (3) Adjusted gross income as defined by the IRS Form 1040.

Live-in-Aide: means a person who resides with one or more elderly persons, or near-elderly
persons, or persons with disabilities (see regulatory reference above under family), and who:

v Is determined to be essential to the care and well-being of the persons;
v Is not obligated for the support of the persons; and
v" Would not be living in the unit except to provide the necessary supportive services.

Low and Moderate Income: Low and moderate income (also referred to in this manual as
LMI) means family or household with an annual income less than the Section 8 Low Income
Limit, generally 80 percent of the area median income, as established by HUD.

v Low-Income Household/Family: A household/family having an income equal to or less
than the Section 8 Very Low Income limit (50% of the area median income) as established
by HUD.

v' Moderate-Income Household/Family: A household/family having an income equal to or
less than the Section 8 Low Income limit (80% of area median income) established by HUD,
but greater than the Section 8 Very Low Income limit (50% of area median income)
established by HUD.

v Below is a sample income chart indicating the Section 8 low income limits, as well as the
30% of median income and 50% of median income limits.
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Chapter 1: Overview of the Program

Area: Sample FY 2014 Median Family Income: $70,000
ADJUSTED INCOME LIMITS (by household size)
1 2 3 4 5 6 7 8+

Person Persons | Persons | Persons | Persons | Persons Persons | Persons
30% Limits $14,700 | $16,800 | $18,900 | $21,000 | $22,700 | $24,4000 | $26,050 | $27,750
Very Low
Income $24,500 | $28,000 | $31,500 | $35,000 | $37,800 | $40,600 | $43,400 | $46,200
(50% Limits)
Low &
mggﬁ]rgte $39,200 | $44,800 | $50,400 | $56,000 | $60,500 | $65,000 | $69,450 | $73,950
(80% Limits)

Microenterprise: A business that has five or fewer employees, one or more of whom owns the
enterprise.

Person with disabilities: Means a person who:

v' Has a disability, as defined in 42 U.S.C. 423;
v Is determined, pursuant to HUD regulations, to have a physical, mental, or emotional
impairment that:

Is expected to be of long-continued and indefinite duration;

Substantially impedes his or her ability to live independently, and

Is of such a nature that the ability to live independently could be improved by more
suitable housing conditions; or

— Has a developmental disability as defined in 42 U.S.C. 6001.

v Does not exclude persons who have the disease of acquired immunodeficiency syndrome or
any conditions arising from the etiologic agent for acquired immunodeficiency syndrome;

v For purposes of qualifying for low-income housing, does not include a person whose
disability is based solely on any drug or alcohol dependence; and

v" Means “individual with handicaps”, as defined in 24 CFR 8.3, for purposes of reasonable
accommodation and program accessibility for persons with disabilities.

State and Small Cities Program: The State and Small Cities Program provides CDBG grants
to state governments (except in the state of Hawaii where HUD directly administers the
program). State agencies then provide CDBG assistance to non-entitlement communities within
their jurisdiction. This training manual focuses primarily on the regulations implementing the
Entitlement Program. Although many of the rules for the State and Small Cities Program are
very similar to the rules for the Entitlement Program, readers representing states or small cities
are encouraged to consult the applicable regulations at 24 CFR Part 570, Subpart | and the
statute for additional guidance.

Subrecipient: An entity that assists the recipient to implement and administer its program.
Subrecipients are generally nonprofit organizations that assist the recipient to undertake one or

Basically CDBG (May 2014) 1-6
HUD, Office of Block Grant Assistance



Chapter 1: Overview of the Program

more activities on behalf of the grantee such as administer a home rehabilitation loan program
or manage a job training program. More information on subrecipients is provided in Chapter 2 of

this manual.

1.4 CDBG Implementation Process

v’ This section summarizes the key steps involved in implementing a CDBG program.

Key Topics in This Section

v" Flow and key steps in implementing a CDBG program

Statutory/Regulatory Citations Not applicable

Other Reference Materials on This Topic Not applicable

v' The flow chart below outlines the key steps involved in implementing a CDBG program. Note that
the steps are not always undertaken in this particular order, but the chart is provided to remind
grantees of the key elements in the process.

SUBMIT CONSOLIDATED PLAN & DETERMINE PROGRAM DELIVERY METHOD

'

SELECT ACTIVITIES THAT MEET A NATIONAL OBJECTIVE

I

SELECT ACTIVITIES THAT ARE ELIGIBLE

'

COMPLY WITH OTHER FEDERAL REQUIREMENTS

I

ADDRESS FINANCIAL AND ADMINISTRATIVE REQUIREMENTS

'
ENTER RESULTS INTO IDIS
|

REPORT AND MONITOR PROGRESS

v’ The following chapters of this training manual highlight each of these key steps.
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Chapter 1: Overview of the Program

1.5 Introduction to Eligible Activities

v’ This section describes the range of activities that are eligible under the CDBG Program.

AN

Key Topics in This Section Activities Related to Housing

Other Real Property Activities

Public Facilities

Activities Related to Public Services

Activities Related to Economic Development

Assistance to Community Based Development Organizations
Other Types of Activities

Planning and Administration

Eligible Activities and National Objectives

AN N N NN N N

Regulatory/Statutory Citations Section 105

8570.201, 8570.202, 8570.203, §570.204, §570.205 §570.206 and
§570.207

Other Reference Materials on This Topic v" Guide to National Objectives and Eligible Activities for Entitlement
Communities

- Chapter 2

v' CDBG offers grantees a high level of flexibility in choosing program activities. Grantees are
free to select those activities that best meet the needs of their communities, in accordance
with the national objectives and other requirements of the CDBG Program.

v’ Please refer to the CDBG regulations for a more complete description of each of these
eligible activities. The CDBG Guide to National Objectives and Eligible Activities for
Entitlement Communities is another good resource for determining the eligibility of activities.

v" The following is a representative overview of eligible CDBG activities. The activities have
been loosely grouped in very general categories for the purposes of this manual. The
categories of activities are described in more detail in the following chapters as noted.

v" Determining under which category of eligible activities an activity falls is very important for
various reasons. The regulations and statutes place certain requirements and stipulations
on certain categories and not others. For example, the regulations and statute cap the
amount of CDBG funds that can be used for public service and program administration
activities. Additionally, the category of eligibility may dictate the costs that are eligible, the
national objective under which the activity falls, and the rules that are triggered.

1.5.1 Housing

v" There are many activities related to housing that are eligible under the CDBG Program. The
list of eligible activities includes:

— Housing services in connection with Home Investment Partnerships (HOME) Program
activities (8 570.201(k));
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Chapter 1: Overview of the Program

— Construction of housing assisted under Section 17 of the U.S. Housing Act of 1937
(8 570.201(m)) or construction of housing by eligible CBDOs (8570.204(a)) or as last resort
housing under §570.207(b)(3)(i);

— Homeownership assistance (such as downpayment assistance and interest subsidies)
(8570.201(n) or 8570.201(e));

— Rehabilitation of buildings that are owner-occupied housing (8§ 570.202). This also
includes conversion of non-residential structures for residential use. The following types of
rehabilitation activities may be undertaken:

s Acquisition for rehabilitation and rehabilitation for residential purposes;
= Labor, materials, etc. for rehabilitation of properties;

= Loans for refinancing existing secured indebtedness;

s Energy improvements;

= Water efficiency improvements;

s Connection to water and sewer lines;

s Some homeowner warranty, hazard and flood insurance premiums;

o Testing for and abatement of lead-based paint;

= Costs of acquiring tools to be lent for rehabilitation;

o Rehabilitation services;

o Assistance for the rehabilitation of housing under Section 17 of the United States
Housing Act of 1937; and

= Removal of material and architectural barriers that restrict accessibility to eligible
buildings

— Lead-based paint testing and abatement as a stand-alone program or included as
rehabilitation as noted above (8§ 570.202(f));

— Activities that support new housing construction such as acquisition (8570.201(a) and (b)),
clearance (8570.201(d)), site improvements (8570.201(c)), and street improvements
(8570.201(c)).

v' Additional information about these types of activities may be found in Chapter 4: Housing
Activities.

1.5.2 Other Real Property Activities

v In additional to the housing-related activities outlined above, many other real property
activities are eligible to be funded by CDBG such as:

— Acquisition (8§ 570.201(a));
— Disposition (§ 570.201(b));
— Clearance and demolition (8 570.201(d));

— Rehabilitation of publicly- or privately-owned commercial or industrial buildings
(8 570.202);
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— Code enforcement (8§ 570.202(c));
— Historic preservation (8 570.202(d));
— Renovation of closed buildings (§ 570.202(e));

— Interim assistance to arrest severe deterioration or alleviate emergency conditions
(8 570.201(f))—Note: this activity may include some specific types of services, please
refer to the regulations for more information;

— Privately-owned utilities (8 570.201(l));

— Completion of urban renewal projects (8 570.201(h))—Additional information about this
activity may be found at 8§ 570.800;

v' Additional information about these types of activities may be found in Chapter 5: Other Real
Property Improvements.
1.5.3 Public Facilities and Improvements

v CDBG funds may be used for the acquisition, construction, reconstruction, rehabilitation, or
installation of public improvements or public facilities. (§ 570.201(c))

— “Public improvements” includes, but is not limited to, streets, sidewalks, water and sewer
lines, and parks.

— "Public facilities” includes, but is not limited to, neighborhood/community facilities and
facilities for persons with special needs (e.g. homeless shelters, group homes, and
halfway houses).

1.5.4 Additional information is provided in Chapter 6.Public Services

v’ Public services are also generally eligible under the CDBG Program (§ 570.201(e)). These
public service activities may include, but are not limited to:

— Job training and employment services;

— Health care and substance abuse services;
— Child care;

— Crime prevention; and

— Fair Housing counseling.

v Additional information about the various types of public services is provided in Chapter 7.

1.5.5 Economic Development

v' CDBG funds may also be used for activities related to economic development. The
following are examples of eligible activities that can be funded by CDBG:

— Microenterprise assistance (8§ 570.201(0));
— Commercial Rehabilitation; and
— Special economic development activities (8 570.203).

v’ Additional information about economic development activities may be found in Chapter 8.
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1.5.6 Community Based Development Organizations

v' CDBG recipients may also provide grants or loans to CBDOs to carry out the following types
of projects (§ 570.204):

— Neighborhood revitalization;

— Community economic development; and
— Energy conservation.

v Additional information about CBDOs may be found in Chapter 2.

1.5.7 Other Types of Activities

v’ Certain other types of activities are also eligible under CDBG, including:

— Payment of non-Federal share of grants in connection with CDBG-eligible activities
(8 570.201(q));

— Relocation assistance (§ 570.201(i));
— Loss of rental income (related to relocation) (§ 570.201()));

— Technical assistance to public or nonprofit entities to increase the capacity of such entities to
carry out eligible neighborhood revitalization or economic development activities (8 570.201(p));
and

— Assistance to institutions of higher education with the capacity to carry out other eligible
activities (8 570.201(q)).

1.5.8 Planning and Administration
v' CDBG funds may be used for planning activities (§ 570.205). Such activities might include:

— Comprehensive plans;
— Community development plans (including the Consolidated Plan);

— Functional plans (for housing; land use and urban environmental design; economic
development; open space and recreation; energy use and conservation; floodplain and
wetlands management; transportation; utilities; historic preservation; etc.);

— Other plans and studies (e.g., small area and neighborhood plans; capital improvements
program plans; individual project plans; general environmental; urban environmental
design; historic preservation studies; etc.); and

— Policy planning, management, and capacity building activities.

v' Grantees may use CDBG funds for program administration activities (§ 570.206). Such
activities may include:

General management, oversight and coordination;

Public information;

Fair Housing activities;

Indirect costs;
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— Submission of applications for Federal programs; and
— Costs to pursue Section 17 of the United States Housing Act of 1937.
v Both planning and administration activities are subject to certain caps and constraints.

v" More details concerning planning and administration costs can be found Chapter 11.

1.6 Ineligible Activities

v This section describes activities that are not eligible under the CDBG Program.

Key Topics in This Section v Ineligible Activities

Regulatory/Statutory Citations 8570.207

Other Reference Materials on This Topic v' CDBG Guide to National Objectives and Eligible Activities for
Entitlement Communities
- Chapter 2

v The general rule is that any activity not specifically authorized under the CDBG regulations
and statute is ineligible to be assisted with CDBG funds.

v’ In addition, the regulations stipulate that the following activities may not be assisted with
CDBG funds:

— Buildings for the general conduct of government are ineligible. However, the removal of
architectural barriers from government buildings is eligible under the category of public
facilities and improvements.

— General government expenses are ineligible.

— Financing for political activities or to engage in other partisan political activities are
ineligible. However, a facility assisted with CDBG funds may be used on an incidental
basis to hold political meetings, candidate forums, or voter registration campaigns, if the
building is available to all community organizations on an equal basis.

v" The following activities may not be assisted with CDBG funds unless authorized as a
special economic development activity or when carried out by a CBDO:

— Purchase of equipment is generally ineligible.

= Compensation for the use of construction equipment through leasing, depreciation, or
use allowances is eligible.

o Fire protection considered an integral part of public facilities is eligible. This includes
fire engines and specialized tools such as “jaws of life” and life-saving equipment as
well as protective clothing worn by fire fighters.

— Purchase of personal property, including equipment, fixtures, motor vehicles, furnishings,
or other personal property is generally ineligible.

— Operating and maintenance expenses (of public facilities, improvements, and services)
are ineligible.
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= Specific exceptions to this general rule are operating and maintenance expenses
associated with public service activities, interim assistance, and office space for
program staff employed in carrying out the CDBG program;

— New housing construction is ineligible except under certain conditions or when carried out
by a CBDO.

— Income payments made to an individual or family for items such as food, clothing,
housing, or utilities are ineligible.

— One time grants, emergency type grants, or loans for such purposes may be eligible
under the category of Public Services.

1.7 CDBG Resources

The following resources are helpful to grantees and subrecipients administering CDBG activities:

v' Community Development Block Grant Program: Guide to National Objectives and Eligible
Activities for Entitlement Communities.

v" “A Guidebook for Grantees on Subrecipient Oversight: Managing CDBG.” (Revised March
2005) Available on HUD web site and via Community Connections.

v" Some of the resources listed above as well as other documents and information may be
found on the OneCPD Resources Exchange: http://www.onecpd.info.
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Glossary of Common Acronyms & Abbreviations in the CDBG Program

ABA
ADA
AFFH
Al

ARC
BNA
CAPER

CBDO
Certs
CDFI
CFR
COG
ConPlan
CP

CPD
CRSA
CT

ED
EZ/EC /IRC

FHA
FmHA

FHEO
FTE
GoZone

HCDA (or the Act)

HoZo
IDIS
LBP

Basically CDBG (May 2014)

Architectural Barriers Act of 1968
Americans With Disabilities Act
Affirmatively Furthering Fair Housing
Analysis of Impediments to Fair Housing
Appalachian Regional Commission
Block Numbering Area (now obsolete)

Consolidated Annual Performance and Evaluation Report
(the annual Con Plan report)

Community-based development organization
Certifications

Community Development Financial Institution

Code of Federal Regulations (24 CFR is HUD regulations)
Council of Governments

Consolidated Plan

Citizen Participation

HUD Office of Community Planning & Development
Community Revitalization Strategy Area

Census Tract

Economic Development

Empowerment Zones/Enterprise Communities/Renewal
Communities

Federal Housing Administration —HUD Office of Housing

Farmers Home Administration (sometimes also called FHA; both
are obsolete), now the Rural Housing Administration in the
Department of Agriculture

HUD Office of Fair Housing and Equal Opportunity

Full-time equivalents (for jobs)

Gulf Opportunity zone (hurricane recovery)

Housing & Community Development Act of 1974, as amended
Homeownership Opportunity Zone

Integrated Disbursement & Information System

Lead-Based Paint
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LDP Limited Denial of Participation

LMI (or low/mod) Low- and Moderate-Income

LMISD Low and Moderate Income Summary Data (shows percent of

low/mod persons by grantee, and by CT, BG)

MBE Minority-owned Business Enterprise

MOD Method of Distribution (part of the annual Action Plan for States)

NRSA Neighborhood Revitalization Strategy Area

OGC HUD Office of General Counsel

PDR HUD Office of Policy Development & Research

Pl Program Income

PJ Participating Jurisdiction (in the HOME program)

RLF Revolving Loan Fund

Title VIII Title VIl of the Civil Rights Act of 1968 (also known as the Fair
Housing Act)

UGLG Unit of General Local Government (“ug-lug”)

URA Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970

WBE Woman-owned Business Enterprise

8105 Section of the HCDA which contains the list of eligible activities
in the CDBG program

8109 Section of the HCDA prohibiting discrimination

Basically CDBG (May 2014) 1-15

HUD, Office of Block Grant Assistance



CHAPTER 2: ACTIVITY SELECTION
AND IMPLEMENTATION

CHAPTER PURPOSE & CONTENTS

This chapter provides an overview of the framework within which grantees must make decisions
concerning activities and organizations to fund under their CDBG programs. This chapter also
discusses the various types of organizations that grantees may choose to work with as well as
how the selection process might be implemented.

SECTION TOPIC PAGE
2.1 The Planning Framework 2-1
2.2 Methods of Administering Programs 2-7
2.3 Project and Partner Selection 2-15

2.1 The Planning Framework

v" Within the framework established by the CDBG rules, grantees need to make strategic
choices about how they administer their local programs. This chapter highlights the planning
framework under which the grantee will make these choices.

Key Topics in This Section v" The Consolidated Plan

Regulatory/Statutory Citations Section 104
891, §570.302

Other Reference Materials on This Topic v" Consolidated Plan Guidelines
e  http:/mww.onecpd.info

v" To begin the process of implementing CDBG activities, grantees must understand
community needs, interests, and objectives in order to make effective choices about how to
administer their CDBG programs.

v' Based on this analysis of the community, grantees can then make decisions about:
— What types of activities will be funded?
— Who will implement these activities?
— How will activities/organizations be selected?

v The remainder of this chapter highlights these key program administration questions and the
framework within which these key decisions are made. The first step in this process is the
creation of a Consolidated Plan.
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2.1.1 Consolidated Plan Components

v" Completing the Consolidated Plan (and annual Action Plans) will help grantees determine
what activities and organizations to fund in the coming year.

— The Consolidated Plan is a plan of three to five years in length, which describes community
needs, resources, priorities, and proposed activities to be undertaken under certain HUD
programs, including CDBG, Home Investment Partnerships (HOME), Emergency Shelter
Grant (ESG), and Housing Opportunities for Persons with AIDS (HOPWA).

— Each year, grantees must submit an update to HUD, referred to as an Action Plan. The
Action Plan describes the specific planned uses for HUD programs, including CDBG, as
well as certain other program requirements.

- Finally, the grantee must also assess the effectiveness of their analysis of impediments
(Al) to fair housing choice and update as necessary. An Al is a comprehensive review of
an Entitlement jurisdiction’s laws, regulations, and administrative policies procedures and
practices; an assessment of how those laws, etc. affect the location, availability and
accessibility of housing; an assessment of the conditions, both public and private affecting
fair housing choice for all protected classes; and an assessment of the availability of
affordable, accessible housing in a range of unit sizes. The Al is covered further in
Chapter 19: Fair Housing, Accessibility and Equal Employment.

v" To meet the minimum requirements set forth by HUD, the Consolidated Plan must include
five main components:

— A description of the lead agency or entity responsible for overseeing the development of
the Consolidated Plan and a description of the process undertaken to develop the plan;

— A housing and homeless needs assessment;

— A housing market analysis;

— A strategic plan (three to five years in length); and
— A one-year Action Plan.

v’ See Exhibit 2-1 for specific information on what each of these components must include.
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Exhibit 2-1: Contents of a Consolidated Plan

A description of the lead agency or entity responsible for overseeing the development of the Consolidated
Plan and a description of the process undertaken to develop the plan.

A housing and homeless needs assessment:

Number and type of families in need of housing assistance;

Disproportionate needs of minority groups, if applicable;

Nature and extent of homelessness:

Number of persons requiring supportive housing;

Size and characteristics of population with HIV/AIDS; and

Number of housing units occupied with LMI families with lead-based paint hazards.

housing market analysis which contains:

Supply, demand, cost and condition of housing;

Housing stock available to persons with special needs;

Description of areas of minority and low-income concentrations;

Number, physical condition and rehabilitation needs of public housing units;

Housing authority’s strategy for improving management and operations of public housing and for
improving the living environment of families residing in public housing; and

Identification of public housing developments participating in an approved PHA Plan (as per 24 CFR
91.201(b)(2)), including a reference to those being funded with other funds covered by the Consolidated
Plan.

AR YN NP N N N N NN

AN

A strategic plan that includes the following:

v" General housing, homeless and special needs priorities and geographic investment among priority
needs;

Identification of any obstacles to meeting underserved needs;

Description of how funds made available will be used to address priority needs;

Proposed accomplishments over a specific time period;

Non-housing community development plan;

Neighborhood revitalization strategy (optional);

Strategy to remove or improve barriers to affordable housing;

Actions to evaluate and reduce lead-based paint hazards;

Anti-poverty strategy;

A description of the institutional structure;

A description of activities to enhance coordination between public and private housing providers; and
Public housing resident initiatives.

AN N N N N YN N N NN
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An action plan which contains:

v" Application form (SF 424);
v" An Executive Summary which includes:
— Objectives and outcomes for the upcoming year;
— Self-evaluation of past performance;
- Citizen participation and consultation process;
— Public comments, views, and responses;
v" A description of Federal and other resources expected to be available;
v" A description of leveraging of sources and how match obligations will be met;
v" Annual objectives expected to be achieved;
v" A description of the activities to be undertaken, including:
— Number and type of families that will benefit;
Priority needs addressed;
Program income anticipated;
Proposed accomplishments;
Target completion dates;
v' QOutcome measures for proposed activities;
v" A description of the geographic distribution of investment;
v" A description of planned homeless and other special needs activities;
v" A description of other actions proposed to:
— Address obstacles to address underserved needs;
Foster and maintain affordable housing;
Remove barriers to affordable housing;
Evaluate and reduce lead-based paint hazards;
Reduce the number of families in poverty;
Develop the community’s institutional structure;
Enhance coordination between public and private housing providers, social service agencies; and
— Foster public housing improvements and resident initiatives.
v' Appropriate reference to annual revisions made in the PHA plan by the housing authority;
v If the housing authority is designated as a "troubled" housing authority, the plan to assist the agency in
addressing its problems;
v" General certifications;
v" A description of proposed alternate forms of investment not specifically listed as eligible in the HOME
regulations;
v" If undertaking homebuyer activities, a description of proposed resale and/or recapture guidelines; and
v' Program-specific certifications.

2.1.2 eCon Planning Suite

v In May 2012, HUD introduced the eCon Planning Suite, a collection of new online tools to
help grantees create market-driven, leveraged housing and community development plans.
These three tools are designed to help grantees with the needs analysis and strategic
decision making:

— IDIS Template for Consolidated Plan, Annual Action Plan, and Consolidated Annual
Performance and Evaluation Report (CAPER).

— CPD Maps, an online data mapping tool for place-based planning.
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— New data sets describing a broad spectrum of community, economic, and market
conditions.

v" The IDIS Template for the Consolidated Plan provides a number of benefits to grantees.

— A uniform, web-based format helps ensure that the Consolidated Plan includes all the
required elements per the regulations. The template also includes a Quality Check that
grantees can use to review the plan for missing information and discrepancies before
submitting the final version to HUD.

— With the incorporation of the Consolidated Plan and Annual Action Plan into IDIS Online,
all of the key reporting elements of the grants management cycle are integrated into one
system. This will help ensure cohesiveness between the goals described in the
Consolidated Plan and Action Plan and the outcomes tracked in IDIS and reported in the
Consolidated Annual Performance and Evaluation Report (CAPER); making the
Consolidated Plan a useful management tool.

— Many of the data tables within the Consolidated Plan Template are pre-populated with the
latest housing and economic data. The data is provided to help grantees develop their
funding priorities in the Strategic Plan and to save time in searching for and compiling the
data.

— The Consolidated Plan Template is integrated with the CPD Maps tool. The maps and
data sets available in CPD Maps can help grantees assess market conditions and present
the information in a compelling fashion. CPD Maps is publicly available so that community
stakeholders will also have access to the same data sets. The Consolidated Plan
Template allows grantees to easily insert maps and data tables from CPD Maps
throughout the document.

v' CPD Maps is an online GIS mapping tool designed to provide easy access and analysis of
data sets pertinent to the Consolidated Plan. Use of this tool is not required. However, CPD
Maps is designed to increase a grantee’s understanding of how needs and market conditions
are distributed geographically throughout its jurisdiction and to assist with needs- and
market-based decision-making.

v’ Underlying both the IDIS Template for the Consolidated Plan and CPD Maps are expanded
data sets that grantees can use as a basis for planning. In addition to the Comprehensive
Housing Affordability Strategy (CHAS) data, HUD is providing 5-year American Community
Survey data from the U.S. Census, public housing data, and additional data sets describing
business and employment characteristics.

For more details on the e-Con Planning Suite, please visit
http://portal.hud.gov/hudportal/HUD?src=/program offices/comm planning/about/conplan

2.1.3 Citizen Participation

v' The Consolidated Plan regulations stipulate that grantees meet certain minimal citizen
participation requirements. In fact, each grantee is required to prepare a Citizen Participation
Plan that details the community’s procedures for involving the public in its program planning
and implementation. The complete requirements can be found in 24 CFR 91.105.

v" At a minimum, the Citizen Participation Plan must ensure that the following requirements are met:
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— The grantee must hold at least two public hearings a year to obtain citizens' views and to
respond to proposals and questions. They should be conducted at a minimum of two
different stages of the program year;

— One of the public hearings should be held during the development of the plan. This can
count as one of the two required public hearings;

— The proposed Consolidated Plan must be published. At a minimum, the grantee is required
to publish a summary of the proposed plan in one or more newspapers of general
circulation, and make copies available in libraries, government offices, and public places;

— There must be a 30-day period for citizen review and comment prior to submitting the plan
to HUD; and

— Public comments must be given consideration. The plan should include a summary of
comments received and reasons the comments/suggestions were not incorporated.

v’ In addition, grantees must consult with other public and private agencies that provide
assisted housing, health services, social services, child welfare agencies (regarding lead
paint), adjacent units of local government (for non-housing community development needs),
and local housing authorities.

v" Meeting or exceeding the minimum citizen participation requirements may help grantees to:
— Better inform the public about community needs and the resources available to address needs;
— Learn about “hidden” community needs and issues;

— Allow citizens and organizations to bring forward ideas on how to address community
needs; and

— Generate involvement in and commitment to proposed solutions.

v In developing the Consolidated Plan and making choices about the types of programs to be
undertaken, grantees need to think about the range of possible CDBG activities and about
how these activities compare to the needs of the community.

2.1.4 Plan Review and Approval

v A grantee's Consolidated Plan must be submitted to its respective field office for review and
approval at least 45 days before the start of the grantee’s program year. HUD will not accept
a submission earlier than November 15 or later than August 16 of the Federal fiscal year for
which the grant funds are appropriated.

v" HUD will review the consolidated plan upon receipt. The grantee should consider the Plan
approved after 45 days unless HUD noatifies the grantee before that date that it is disapproved.

— Within 15 days of a disapproval notice, HUD must provide the grantee with written
reasons for disapproval and corrective actions.

— The grantee then has 45 days to resubmit its corrected Consolidated Plan.
v' HUD will disapprove a plan if:

— Any portion of the Plan is inconsistent with the Cranston-Gonzalez National Affordable
Housing Act (42 U.S.C. 12703); or

— Itis "substantially incomplete,” meaning:
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= The Plan was developed without the required citizen participation or the required
consultation;

= The Plan does not include all the elements listed in 24 CFR 91.200 through 91.225; or
= The Plan contains an inaccurate certification.

v There are times when grantees must amend their Consolidated Plans after they have been
approved. A grantee must amend its Plan:

— To make a change in its allocation priorities or a change in its method of distributing funds;
— To carry out a new activity using funds covered under the consolidated plan; or
— To change the purpose, scope, location or beneficiaries of an activity.

v" The citizen participation plan must specify what program changes constitute a substantial
amendment to the Consolidated Plan, and what procedure will be followed to amend the
plan. While all amendments must be made public, it is substantial amendments that are
subject to a citizen participation process, in accordance with the grantee’s citizen
participation plan. Such plan must provide a period of not less than 30 days to receive public
comments on substantial amendments before they are implemented.

v Grantees may submit a copy of each amendment to HUD as it occurs, or at the end of its
program year.

2.1.5 Reporting on the Consolidated Plan

v Grantees are required to submit a Consolidated Annual Performance and Evaluation Report
(CAPER) 90 days after the end of the grantee’s program year. The CAPER must include the
following:

— A description of the resources made available;

The investment of available resources;

The geographic distribution and location of investments;

The families and persons assisted including their racial and ethnic status; and

Actions taken to affirmatively further fair housing

v' The CAPER must also include detailed information on progress towards addressing
priorities, goals, and objectives outlined in a grantee’s Consolidated Plan.

v’ Refer to Chapter 13 of this manual for further details on the CAPER.

N

.2 Methods of Administering Programs

v’ Grantees have many options for how they can administer their CDBG programs. This section
highlights the range of possible options.

Key Topics in This Section v' Grantee responsibilities
v" Subrecipients
v Community Based Development Organizations (CBDOSs)
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v" Community Development Financial Institutions (CDFIs)
v/ Faith Based Organizations
v" Contractors

Regulatory/Statutory Citations Section 105(a)(15)
§570.3, 8570.200(j), 8570.204, §570.503

Other Reference Materials on This Topic OneCPD website resource library on http://www.onecpd.info:

v Managing CDBG: A Guidebook for Grantees on Subrecipient
Oversight

v" Guidance to Faith-Based and Community Organizations on
Partnering with the Federal Government

v' CPD Notice 04-10: Notice of Guidelines for Ensuring Equal
Treatment of Faith-based Organizations

2.2.1 Overview

v" The CDBG Program does not dictate which kinds of activities or organizations grantees work
with to implement their programs. Instead, grantees must make choices about who will
administer and carryout CDBG activities. These choices are made as part of the planning
process. Options for carrying-out eligible activities include use of:

— Grantee staff;

— Subrecipients;

— Community Based Development Organizations (CBDOS);
— Community Development Financial Institutions (CDFIs);
— Faith Based Organizations;

— Developers,

— Contractors.

2.2.2 Grantee Staff Administration of Programs

v" Some communities’ CDBG programs are run with few staff and a large number of
subrecipients while others are administered primarily by grantee staff and few subrecipient
organizations. Factors which tend to affect the degree to which grantee staff are relied upon
more heavily for all CDBG functions include:

— Size of the community and of the entitlement grant amount;
— Types of programs undertaken;

— Local politics;

— Capacity of in-house staff; and

— Capacity and availability of subrecipient organizations.

v Before undertaking any CDBG-funded activity, grantees should consider the following issues:
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— Is there political will to carry the program/project through the development, approval, and
implementation phases?

— Does the required staffing experience currently exist?

— Is there sufficient time to take on new or expanded work?

— Are there adequate and appropriate administrative resources (e.g., legal, financial, etc.)?
— Are there subrecipients with the capability to assist with the program/project?

— Will consultants be needed?

— Are there sufficient funds to carry out the program/project and/or to invest the level of
effort necessary for its implementation?

v’ Staffing for CDBG programs and activities generally requires:
— Conducting a skills inventory of staff members;
— Developing a list of required skills;
— Assessing where gaps exist between existing staff skills and required skills; and

— Undertaking the appropriate training, capacity building, and staff expansion necessary to
administer the programs/activities.

v Based upon the grantee’s analysis of staffing capacities and upon programmatic needs, the
grantee must determine whether and/or to what extent it will work with subrecipients,
CBDOs, contractors, and CDFls.

2.2.3 Subrecipients

v’ A subrecipient is a public or private non-profit agency or organization receiving CDBG funds
from a grantee or another subrecipient to undertake eligible activities.

- Entities, including public and private for-profit organizations, providing assistance to
microenterprises are considered subrecipients.

— Contractors are not considered subrecipients.

— CBDOs are not considered subrecipients unless the grantee specifically designates these
organizations as such.

— Institutions of higher learning may be subrecipients if carrying out CDBG-eligible activities.

v" The grantee is responsible for ensuring that CDBG funds are used in accordance with all
program requirements. The use of designated subrecipients (or public agencies or contractors)
does not relieve the grantee of this responsibility. The grantee is also responsible for
determining the adequacy of performance under subrecipient agreements (and procurement
contracts) and for taking appropriate action when performance problems arise.

v’ Before disbursing funds to any organization that is carrying out CDBG activities on behalf of
the grantee as a subrecipient, a written agreement must be executed. The CDBG regulations
stipulate that certain requirements be included in all written agreements with subrecipients.
These requirements are listed in the section below.

v Written agreements must remain in effect for the length of time that the subrecipient has
control over any CDBG funds, including program income. However, it is good practice to
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update subrecipient agreements annually to ensure the agreements are current with
regulations and requirements. This process also allows an opportunity to revisit and clarify
problem areas or issues.

2.2.4 Subrecipient Agreements

v’ For subrecipients, compliance with applicable requirements is covered through a
Subrecipient Agreement. The following general requirements are applicable:

— All CDBG requirements are applicable to subrecipients.

— Procurement by the subrecipient must follow a written code of conduct and established
procurement procedures that provide open and free competition in accordance with OMB
Circular A-110.

— Uniform administrative requirements in 24 CFR Part 85 and OMB Circular A-87 and A-133
must be met by subrecipients that are governmental entities (including public agencies).

v' The grantee may allow the subrecipient to retain program income for use for specified
eligible activities, provided a subrecipient agreement remains in effect during any period the
subrecipient has control over the program income. The agreement must specify the activities
that will be undertaken with the program income. Program income is subject to all CDBG
requirements. At a minimum, the written agreement with the subrecipient shall include
provisions concerning the following items:

— Statement of work - The agreement shall include a description of the work to be
performed, a schedule for completing the work, and a budget. These items shall be in
sufficient detail to provide a sound basis for the grantee to effectively monitor performance
under the agreement.

— Records and reports - The grantee shall specify in the agreement the particular records
the subrecipient must maintain and the particular reports the subrecipient must submit in
order to assist the grantee in meeting its recordkeeping and reporting requirements.

— Program income - The agreement shall include the disposition of any program income
received as a result of the CDBG project in compliance with all CDBG requirements. The
agreement shall also specify that, at the end of the program year, the grantee may require
remittance of all or part of any program income balances held by the subrecipient. For
more information on the remittance of excess program income, please see chapter 11 of
this manual.

— Uniform administrative requirements - The agreement shall require the subrecipient to
comply with applicable uniform administrative requirements, (OMB Circular A-110,
implemented at 24 CFR Part 84; A-122 or A-21, as applicable; and A-133).

— Other program requirements - The agreement shall require the subrecipient to carry out
each activity in compliance with all Federal and State laws and regulations except that:

o The subrecipient does not assume the grantee's environmental responsibilities; and

s The subrecipient does not assume the grantee's responsibility for initiating the review
process under the provisions of 24 CFR Part 52, Intergovernmental Coordination
Regulations.
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— Conditions for religious organizations - Where applicable, the conditions prescribed by
HUD for the use of CDBG funds by religious organizations shall be included in the
agreement.

— Suspension and termination - The agreement shall specify that, in accordance with 24
CFR 85.43, suspension or termination may occur if the subrecipient materially fails to
comply with any terms of the agreement, and that the agreement may be terminated for
convenience in accordance with 24 CFR 85.44.

— Reversion of assets - The agreement shall specify that upon its expiration, the
subrecipient shall transfer to the grantee any CDBG funds on hand at the time of
expiration and any accounts receivable attributable to the use of CDBG funds. It shall
also include provisions designed to ensure that any real property under the subrecipient's
control that was acquired or improved in whole or in part with CDBG funds in excess of
$25,000 is either:

s Used to meet one of the three National Objectives of the CDBG program until five
years after expiration of the agreement, or for such longer period of time as determined
to be appropriate by the grantee; or

= Disposed of in a manner that results in the grantee being reimbursed in the amount of
the current fair market value of the property less any portion of the value attributable to
expenditures of non-CDBG funds for acquisition of, or improvement to, the property.
(Reimbursement is not required after the five years referenced above.)

2.2.5 Community Based Development Organizations

v' CDBG funds may also be provided to Community Based Development Organizations
(CBDOs) to carry out certain activities in connection with neighborhood revitalization,
community economic development or energy conservation projects.

— A neighborhood revitalization project must include activities of sufficient size and scope to
have an impact on the decline of a particular neighborhood.

s The neighborhood must be designated in a local comprehensive plan or other local
planning document or ordinance.

= For communities with populations of less than 25,000, the entire community can be
considered a neighborhood.

— A community economic development project must include activities that will increase
economic opportunity, principally for LMI persons, or that retain or create jobs.

o Projects that address a lack of affordable housing accessible to existing or planned
jobs are considered eligible under a community economic development project.

— Energy conservation projects must include activities that address energy conservation,
principally for LMI persons in the community.

¥ In order to qualify as a CBDO, an organization must have the following characteristics:

— Is organized under state or local law to engage in community development activities in a
specific geographic area within the community;
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— Has as its primary purpose the improvement of the physical, social, economic
environment of its service area by addressing one or more critical problems in the area,
with particular attention to the needs of LMI persons;

— If afor profit organization, the profits to shareholders or members must be incidental to its
operations;

— The governing body’s membership consists of 51 percent LMI residents of its service area
or owners or officers of entities located in the service area or representatives of LMI
organizations in the service area;

— Is not an agency or instrumentality of the grantee, and no more than one-third of the board
is elected or appointed public officials or employees of the grantee; and

— The governing body is nominated by the general membership of the organization.

v’ Certain types of Community Housing Development Organizations (CHDOs) designated by
the grantee under the HOME Program may qualify as a CBDO.

— NOTE: CHDOs only automatically qualify as CBDOs if that CHDO serves a single
neighborhood.

v’ CBDOs that do not meet the above requirements may be determined to qualify if HUD
determines that the organization is sufficiently similar in purpose, function, and scope to the
above criteria.

v’ CBDOs are not automatically designated as subrecipients: the grantee may elect whether or
not to consider the CBDO as a subrecipient.

v Note that the assets of a CBDO do not revert back to the grantee (as is required with
subrecipient organizations) and that CBDOs are free to contract for goods and services.

— For CBDO assets paid for by the grantee under CDBG, the grantee may elect to require
reversion of assets. It is good practice for the grantee to develop policies about the types
of CDBG-funded assets that will be subject to reversion from CBDOs.

— If the grantee elects to designate the CBDO as a subrecipient, all of the rules regarding
subrecipients will also apply to that CBDO, including the requirement for reversion of assets.

2.2.6 Community Development Financial Institutions

v' A community development financial institution (CDFI) is a community-based lending
institution. The CDBG regulation changes that took effect in 1995 included certain flexibilities
for activities carried out by CDFIs.

v" As defined in the Community Development Banking and Financial Institutions Act of 1994,
CDFls have the following characteristics:

— Primary mission of promoting community development;
— Serve an investment area or targeted population;

— Have as its predominant business the provision of loans or development investments and
provides development services in conjunction with such loans and investments;

— Maintains accountability to residents of its investment area or targeted population through
representation on its governing board or some other means; and
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— Is not an agency or instrumentality of the government (Federal, state or local).
v' CDFls are not considered subrecipients or contractors. A CBDO may qualify as a CDFI.

v Types of organizations that may meet these criteria include community development banks;
community development loan funds; microenterprise loan funds; and venture capital organizations.

¥v' The Community Development Banking and Financial Institutions Act of 1994 also created a
CDFI Fund to promote economic revitalization and community development through
investment in and assistance to CDFIs.

— The CDFI Fund is managed by the Department of Treasury and provides assistance to
gualified organizations.

— CDFIs then provide funds to other organizations in accordance with their missions.

v’ Activities carried out by CDFIs receive special consideration under CDBG regulations
regardless of whether or not the CDFI is actually receiving assistance from the CDFI Fund.

— For a CDFI whose charter limits its investment area to a primarily residential area with 51
percent LMI persons:

= Job creation/retention activities may be qualified as meeting area benefit requirements;

= Scattered site housing activities may be considered to be a single structure for the
purposes of applying the LMI housing national objective criteria; and

o Economic development activities may be exempt from the aggregate public benefit
standards.

v' For any CDFI, regardless of its investment area, job creation/retention national objective
requirements may be met by aggregating the jobs created/retained by all businesses for
which CDBG assistance was obligated during the program year.

2.2.7 Faith Based Organizations

v’ Effective October 30, 2003, HUD issued a new final rule to remove barriers to the
participation of faith-based organizations in eight of HUD’s Community Planning and
Development programs, including the CDBG program.

v" The amended CDBG regulations establish the following policies (§570.200(j)):

— Faith-based organizations are eligible for CDBG funding on an equal footing with any
other organization. There is no Federal requirement that an organization incorporate or
operate as a nonprofit to obtain tax-exempt status under section 501(c)(3) in order to
receive CDBG funds.

— Organizations may not use direct CDBG funds to support inherently religious activities
such as worship or religious instruction. If an organization does conduct such activities,
the activities must be offered separately than activities funded by the CDBG program, in
time or location.

— Faith-based organizations retain their independence from Federal, state, and local
governments, including their exemption from the federal prohibition on employment
discrimination on the basis of religion for employees not involved in CDBG funded
activities (8570.607).
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— Faith-based organizations, like all organizations implementing HUD-funded programs,
must serve all eligible beneficiaries without regard to religion. The CDBG statute and
regulations prohibit any person from being denied the benefits of, or being subjected to
discrimination, on the basis of religion under any activity funded in whole or in part with
CDBG funds.

— Faith-based organizations, like all organizations, may receive CDBG funds to acquire,
construct, or rehabilitate buildings and other real property as long as the funds only pay
the costs attributable to CDBG activities.

— The final rule applies to state or local funds if a state or local government chooses to
commingle its own funds with CDBG funds.

2.2.8 Developers

v" A nonprofit or for-profit entity may be considered a developer when the organization is being
paid by CDBG funds for the purposes of acquisition and/or rehabilitation for homebuyer or
rental housing under 24 CFR 570.202(b)(1).

v" A developer does not have to be competitively procured by the grantee; however, costs must
be eligible and reasonable for the development being undertaken and a written agreement
must be executed between the grantee and the developer outlining all applicable
requirements.

2.2.9 Contractors

¥v" A contractor can be either a for-profit or a nonprofit entity that is paid CDBG funds by the
grantee (or subrecipient/CBDO) in return for specific services, where payment is made to the
contractor as compensation for such services.

v A contractor is different than a CBDO and/or subrecipient in the following ways:
— A contractor must be procured competitively according to the OMB rules; and

— Most of the uniform administrative requirements do not apply to contractors (once the
procurement process is complete).

v’ Typically, grantees use a contractor when:
— The project is a discrete activity and does not involve program management or administration;

— There will be a specific activity under contract with a clearly defined beginning and end
date; and

e The specific activity undertaken by a contractor may be a physical project (like a multi-
family rehabilitation) or a social service activity (like running a day care center.)

v' See Chapter 14 in the manual for additional information on procurement.

2.3 Project and Partner Selection

v There are several common ways that grantees may choose their partners. The section
below highlights some possible processes for selecting partners.

Key Topics in This Section v" Application processes
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Regulatory/Statutory Citations Not applicable

Other Reference Materials on This Topic Guidebooks for Grantees and Subrecipients in the CDBG Program

v There are a variety of approaches that grantees use to select activities and organizations for
funding under local CDBG programs within the framework of the Consolidated Plan. Note,
however, that contractors must be selected in accordance with the procurement
requirements of 24 CFR Part 85. See Chapter 14 for information on procurement.

v" Communities take many different approaches toward activity selection, including:

— Some communities take a “wait and see” approach: evaluating each activity on a case-by-
case basis as it is proposed.

— Other communities take a more proactive approach: seeking out and choosing only those
projects clearly falling within the scope of a concrete series of objectives and plans.

— Many communities are somewhere in between these two: on the lookout for interesting
opportunities, but working from a basic program design framework.

v" There are four basic models upon which the selection process can be based; however,
different variations of these approaches may be necessary or appropriate to meet community
needs. These models are discussed below.

2.3.1 Formal Application Process

v Requires the submission of a formal application or proposal from the potential partner
organizations, and is typically undertaken once a year in conjunction with the grantee’s planning
and budgeting process.

v Under the formal application process, applications are evaluated based on explicit selection criteria.
v This process works best in communities with:

— Numerous or complex activities;

— Numerous potential applicants with varying degrees of experience; or

— Politics or other community issues require standardized, consistent treatment of all
requests for funding.

v Advantages to a formal application process are that:

— It requires the subrecipients to provide all the information needed (e.g., details on the
proposed activity and on the organization’s experience and capacity); and

— It helps to ensure consistency throughout the evaluation process.
v Disadvantages to a formal proposal approach are that:

This type of process tends to favor more experienced subrecipients (i.e., those familiar with
the application process);

— Staff time to ensure consistency, from the preparation of application packages to the
review and evaluation of submissions, may be substantial; and

— This approach may limit new activities or new subrecipients to only one chance per year.
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2.3.2 Limited Application Process

v" This approach is similar to the formal application process, but the application is not as
detailed and grantees provide more follow-up and “hands on” involvement in the process.

v' Grantees may review the applications and narrow the number of applications under
consideration before requesting additional detailed information from the subrecipient.

v This approach may be useful for grantees interested in encouraging the participation of
potential subrecipients not familiar with the program or the application process, or when the
grantee’s program is not complex.

v' Some of the advantages of the limited application approach include the fact that it is more
open and may attract new organizations or new ideas to the program. On the other hand, this
approach shifts the responsibility for determining capacity and experience to the grantee.
This, in turn, may require more grantee staff time. In addition, this process may not ensure
the consistency and fairness that is more evident in the formal application process.

2.3.3 Solicitation of Applications from Qualified Organizations

v' Grantees identify potential qualified applicants through an informal process or through a
general Request For Qualifications (RFQ).

v From the identified group, grantees identify organizations to carry out specific activities and
approach the organization about their interest in doing so.

v" This approach is proactive and is more focused on qualified organizations. Because of this, it
may result in less grantee staff time.

v However, this approach is much more “closed door” than the previous two and can result in
criticism of the grantee’s selection process. In addition, by focusing on the known, qualified
organizations, lesser known, but possibly equally capable organizations may be overlooked.

2.3.4 “Open Door” Or Unsolicited Application Process

v This is a “laissez faire” approach to selecting activities and partner organizations. It either
encourages or allows consideration of requests for funding at any time during the program
year, and may or may not include an actual application.

v In reality, unsolicited applications may occur regardless of the type of approach in place in the
community. However, if there is another process in place (e.g., formal application), the
unsolicited application should be required to meet the requirements of the process already in
place. This may mean that the application is held until the next application process is conducted,
or the application is evaluated based on the criteria used during the regular application process.

v’ If the grantee uses the "Open Door” or “Unsolicited Application” process as its only means for
accepting applications, it must ensure that all applications are treated consistently and that
the same types of information are received and reviewed by the grantee.

v" One of the advantages of this type of process is that it is open and may allow opportunities
for grantees to more quickly respond to community needs.

v The primary disadvantage of this approach is that it is unplanned. Applications may come in
at any time and require crucial staff time and effort to respond.
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v" Another disadvantage to this approach is timing. By not conducting the process at a specific
time of year, grantees may commit funds to projects before qualified applications are received.
This process tends to result in budget changes and program amendments throughout the year.

2.3.5 Mixed Approach

v" As mentioned previously, the reality in many communities may be that one application
process only is not feasible or does not work given local politics and community needs. In
these cases, a variation of any of the above approaches or a mix of the four approaches may
be more appropriate.

v’ Grantees should use caution, however, when mixing very different types of application
processes and strive to maintain accountability to applicants and consistent treatment of
requests for funds regardless of the process used.

2.3.6 The Application Package

v' The specific elements of a grantee’s application package will vary based on the type of
application process used as well as the grantee’s preferred level of information requested on
the applicant organization and project/activity.

¥ In order for an application package to be effective, it should:

— Provide a clear explanation of the grantee’s CDBG program in order for prospective
subrecipients to understand what they are applying for, how their proposed project fits into
the overall program and what their responsibilities will be;

— Provide detailed information regarding eligible activities and national objectives to
eliminate the possibility of applications for ineligible activities;

— Not be so complicated that organizations are discouraged from applying; and

— Require enough information about the organization to permit the grantee to make informed
reasonable decisions about the subrecipient’s ability to carry out the proposed activity.

2.3.7 General Contents of an Application Package

v The general contents of an application package fall into two categories:

1. Information provided to applicants; and
2. Information required from the applicants when their applications are submitted.

Information Provided to Applicants

¥' In order to provide a clear picture to prospective subrecipients of the CDBG program as a
whole and the grantee’s program in particular, the application package may contain the
following elements:

Summary of funding available (total and, if applicable, by activity type);

Summary of the grantee’s funding priorities (if applicable);

Current income limits for the program;

Summary of eligible activities;
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— Summary of national objectives;

— Description of the policies and criteria used to determine funding allocations;
— Schedule for determining funding allocations;

— Summary of rules and requirements applicable to CDBG subrecipients;

— Name and telephone number of a contact person for questions; and

— Application deadline and location where applications are to be submitted.

Information Required from Applicants
v Types of information required from applicants often includes:
— Project summary:
o Need/problem to be addressed;
= Project location;
o Population/area to be served,
o Description of work;
= Proposed budget (including staff and other sources of funding);
= Proposed schedule of work;
— Agency information:
= Background and mission;
= Non-profit determination;
o Articles of information/by-laws;
o Personnel; and
= Financial information (funding sources, financial statements, audits, etc.).

v" The amount of information required from applicants under a grantee’s CDBG program will
vary depending upon the type of application process used.

— For example, if a grantee uses the formal application process, this process typically
requires applicants to provide all the information needed (e.g., details on the proposed
activity and on the organization’s experience and capacity).

— On the other hand, if using a limited application or open door process, the amount of
information required from applicants is typically less. In this case, the grantee either
makes decisions based on a lesser amount of information, or it requests the detailed
information later in the process.

2.3.8 Evaluating Applications

v' Grantees should establish criteria for selecting its partners and assessing risk. The criteria
should be used to determine whether a prospective subrecipient has the necessary systems
in place to carry out the proposed project/activity and to comply with applicable rules and
regulations.
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v’ At a minimum, the criteria should include:

Eligibility of the activity under CDBG;

Compliance with a CDBG national objective;

Consistency with the priorities and specific objectives established in the Consolidated Plan;
Prior experience with CDBG and/or other grant programs;

Prior experience in the community;

Prior experience in the type of project/activity being proposed;

Organization’s administrative and financial capacity to carry out the proposed activity; and
Appropriateness of the design of the proposed project or program delivery approach.

v’ In addition to general selection criteria, some grantees perform a risk analysis. This process
provides for a way to assess potential risks associated with proposed projects. The analysis
can also be used to guide the allocation of training, technical assistance and monitoring
resources once activities are funded.
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