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I. INTRODUCTION AND SUMMARY OF ACCOMPLISHMENTS 

This Consolidated Annual Performance and Evaluation Report (CAPER) reports on 
implementation in 2012-13 of the State of Californiaôs 2010-15 Consolidated Plan and its 
2012-13 Annual Plan Update regarding the use of certain federal funds.  Throughout this 
document, ñ2012-13ò means the State fiscal year from July 1, 2012, through 
June 30, 2013, and ñFFY 2012ò means the federal fiscal year from October 1, 2012 
through September 30, 2013. 

This report covers the use of federal block grant funds awarded by five long-duration 
programs, administered by three State agencies, for housing and community development 
activities in non-entitlement cities and counties.  It also includes summary reports on three 
short-term programs for economic stimulus and disaster relief.   Not all numerical data for 
this CAPER was available at the time of public review, so some table cells were left empty 
or marked with XXs where data would be entered in the public review draft.  That data was 
entered in the final CAPER submitted to the federal Department of Housing and Urban 
Development (HUD). 

This CAPER was circulated and available for public review and comment from August 28 
through September 12, 2013.  Public hearings were held in Riverside on August 28 and on 
September 4, 2013 in Redding and Sacramento.  See Public Notices in Appendix F for 
times and locations.  The hearings provided opportunities for interested parties to submit 
oral or written comments or questions regarding the program operations covered in this 
CAPER.   Responses to any public comments received are included in the final CAPER. 

A. RESOURCES MADE AV AILABLE  

The State Consolidated Plan and this CAPER cover the use of federal funds from the 
HUD, administered by California State agencies during 2012-13 through these programs: 

¶ The Community Development Block Grant (CDBG), HOME Investment 
Partnerships (HOME), and Emergency Solutions Grants (ESG) programs are 
administered by the Department of Housing and Community Development (HCD). 

¶ The Housing Opportunities for Persons with AIDS (HOPWA) program is 
administered by the Department of Public Health (DPH). 

¶ The Lead Based Paint Hazard Control Program (LHCP) is administered by the 
Department of Community Services and Development (CSD). 

This CAPER does not report in detail on Californiaôs participation in federal economic 
stimulus programs created by the Housing and Economic Recovery Act of 2008 (HERA) 
and the American Recovery and Reinvestment Act of 2009 (ARRA), which report directly 
to HUD.  However, this CAPER does include summary reports on two of these short-term 
federal programs: 

¶ The Disaster Recovery Initiative program (DRI), administered by CDBG, to finance 
continued recovery from California wildfires in 2008, and the Disaster Recovery 
Enhancement Fund (DREF), which distributed federal funds to supplement DRI in 
2012-13, to support planning for the prevention of future natural disaster damage. 
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HOME committed to grantees part of its 2013-14 funding in 2012-13, to allow earlier 
planning and preparation in order to accelerate use of the funds.  Similarly, most HOME 
2012-13 funds were committed in 2011-12 and reported on in the 2011-12 CAPER. 

HOPWA continues to allocate funds annually on a non-competitive formula basis which 
includes unspent or recaptured funds from earlier years.   

LHCP received a Round XVIII grant of $2.3 million from HUD on June 1, 2012.  LHCP 
made awards totaling $1.95 million on July 1, 2012 (i.e., in 2012-13).  The LHCP chapter 
of this CAPER focuses on Round XVIII.  
 
Table 1 shows the pre-commitment in 2012-13 of some 2013-14 HOME and CDBG funds, 
and the re-awarding by several programs of prior-year funds recaptured in 2012-13.  The 
total of funds awarded in 2012-13 is substantially less than the total allocated by HUD 
because most of HOMEôs 2012-13 funds were pre-committed in 2011-12.  LHCPôs Round 
XVIII awards, from its HUD allocation, were made on the first day of 2013-14. 

Table 1  Federal Funds Allocations and Awards by Program 

 

2012-13 

Program 

FFY 2012 
funds 

allocated by 
HUD 

2012-13 and 
earlier funds 
awarded in 

2012-13  

2013-14 funds 
awarded in  

2012-13 

Total Awards 
in 2012-13 

CDBG $29,636,301  $47,866,897  $0  $47,866,897  

HOME1 $30,973,276  $20,562,515  $18,997,000  $39,559,515  

HOPWA
2
 $3,440,164  $3,749,157  $0  $3,749,157  

LHCP3 $2,300,000  $0  $0  $0  

Totals $66,349,741  $72,178,569  $18,997,000  $91,175,569  

 
Federal and State Low-Income Housing Tax Credits (LIHTCs)4 are administered 
competitively on a statewide basis by the California Tax Credit Allocation Committee 
(TCAC) in the State Treasurerôs Office, and are often used with projects funded by the 
programs in this CAPER. 

In calendar 2012, TCAC awarded $87.3 million in competitive 9% annual federal LIHTCs 
to 102 proposed housing projects.  In addition, TCAC awarded $85.5 million in state tax 
credits to 28 of those competitive 9% projects, and $26.3 million in state credit to 13 
projects receiving 4% tax credits with tax-exempt bonds.  Recipients will develop a total of 
6,246 affordable housing units using 2012 9% tax credit awards, funded with $927 million 
in tax credit equity investments5.  

                                            
1
 Most of HOMEôs 2012 allocation was pre-committed in 2011-12, and reported on in the 2011-12 CAPER. 

2
 The HOPWA allocation includes allocations for Bakersfield and Fresno EMSAs as well as the State of 

California allocation. 
3
 LHCP received a Round XVIII grant of $2.3 million from HUD on June 1, 2012.  The LHCP chapter of this 

CAPER focuses on Round XVIII. 
4
 The Tax Credit program is not administered by HUD, and is not reported on in detail in the CAPER. 

5
 TCAC 2012 Annual Report at http://www.treasurer.ca.gov/ctcac/2012/annualreport.pdf 

file:///C:/Users/ahornbec/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.MSO/FBB6730F.xlsx%23RANGE!A10
http://www.treasurer.ca.gov/ctcac/2012/annualreport.pdf
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In addition, by June 30, 2013, HCD and the California Housing Finance Agency (CalHFA) 
had awarded nearly $1.8 billion of the $2.1 billion in housing bond funds approved by 
voters in Proposition 46 of 2002, and nearly $2.1 billion of the $2.85 billion in bond funds 
approved by Proposition 1C in November 2006.  See details in Section IV. Other Actions.  
In total, Proposition 46 and Proposition 1C funds awarded by the end of 2012-13 are 
expected to create, rehabilitate, preserve or incentivize approximately 123,978 housing 
units and 13,083 shelter spaces. 

B. PROGRAM GOALS  

The State of California Consolidated Plan for 2010-2015 identifies four over-arching goals 
for the Stateôs use of federal community development funds: 

 

Goal 1:  Meet the housing needs of low-income renter households, including 
providing homeownership opportunities for first-time homebuyers. 
 
Goal 2:  Meet the housing needs of low-income homeowner households. 
 
Goal 3:  Meet the housing, supportive housing, and accessibility needs of the 
homeless and other special needs groups, including the prevention of 
homelessness. 
 
Goal 4:  Mitigate impediments to fair housing. 
 

In the following program-specific sections, each program reports its accomplishments 
related to these overall goals.  Other community development accomplishments by State 
of California agencies and programs are also discussed in the program-specific sections, 
and in Section IV. Other Actions. 

C. GEOGRAPHIC DISTRIBUTION OF AWARDS 

Appendix B tabulates the awards of federal community development funds in 2012-13 by 
jurisdiction, county, and region for each of the four programs covered. 

Appendix C provides information similar to that in Appendix B , for the accelerated 
commitment of future HOME funds expected to be allocated by HUD for FFY 2013-14.  
These accelerated awards are made to give recipients better assurance of continued 
funding for multi-year projects, and to facilitate earlier expenditure of the funds. 

D. OUTCOME PERFORMANCE MEASUREMENT 

In accordance with the Final Rule (FR-4970-N-02) published by HUD on March 7, 2006 on 
the Outcome Performance Measurement System for Community Planning and 
Development Formula Grant Programs, the State has collected information on activities 
and indicators as outlined in the 2010-2015 Consolidated Plan and the associated Annual 
Plan for 2012-13.  Details on performance measurement outcomes of each program are 
included in the individual program sections beginning on page 6. 
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E. RESPONSES TO PUBLIC COMMENTS 

The following comment(s) were received: 
 

Comment 1 - Doris Weis, Community Services Specialist, Eastern Los Angeles 
Regional Center 
Response 1 - Please refer to Appendix A of the Stateôs Annual Plan at 
http://www.hcd.ca.gov/hpd/hrc/rep/fed/  on HCDôs website, which shows eligible 
jurisdictions by each program (HOME, CDBG, ESG, HOPWA).   

 

F. HOUSEHOLDS ASSISTED 

Table 2 summarizes the numbers reported by grantees of households and homeless 
individuals and families assisted with housing and supportive services by the CDBG, 
HOME, and HOPWA programs during 2012-13, by household type, tenure and income 
categories. 

Table 2  Summary of Households Assisted 

 

Priority Need Category CDBG6 HOME HOPWA Totals 

Renter 

0-30% of MHI7 49 265 684 998 

31-50% of MHI 10 266 183 459 

51-80% of MHI 1 52 126 179 

Unoccupied N/A 0 N/A 0 

Subtotal 60 583 993 1,636 

Owner 

0-30% of MHI 52 8 93 153 

31-50% of MHI 71 63 24 158 

51-80% of MHI 70 102 8 180 

+80% of MHI 2 0 N/A 2 

Subtotal 195 173 125 493 

Homeless 

Individuals 702 0 N/A 702 

Families 0 0 N/A 0 

Subtotal 702 0 588 760 

Non-Homeless 
Special Needs9 

Households 0 0 1,118 1,118 

Section 21510  0 756   

Totals 957 756 1,176 2,889 

                                            
6
 These figures represent CDBG housing activities and do not include public works activities. 

7
 Median Household Income. 

8
 HOPWA does not collect homeless individual and family information ï only total homeless households. 

9
 This number is the sum of the Renter and Owner subtotals directly above, and is not included in the totals. 

10
 Section 215 homes meet the definition of 24 CFR 252 and 254.  All HOME-assisted housing must meet 

one of these sections. 

http://www.hcd.ca.gov/hpd/hrc/rep/fed/
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Table 3  Ethnic Distribution of Households Assisted 

 

 

  CDBG11 HOME HOPWA12 

Non-
Hispanic 

Hispanic 
Non-

Hispanic 
Hispanic 

Non-
Hispanic 

Hispanic 

White 74,277 33,370 393 221 777 661 

Black or African 
American 

1,827 91 23 1 209 53 

Asian 2,349 141 13 3 19 4 

American Indian or 
Alaska Native 

5,116 1,867 10 1 25 62 

Native Hawaiian or 
other Pacific Islander 

254 14 3 3 6 3 

American 
Indian/Alaska Native & 
White 

440 160 11 1 9 12 

Asian & White 109 18 1 0 2 0 

Black or African 
American & White 

141 16 7 0 5 3 

American 
Indian/Alaska Native & 
African American  

44 0 1 0 1 0 

Other/Multi-Racial 35,934 22,676 9 55 2 155 

TOTAL 120,491 58,353 471 285 1,055 953 

                                            
11

 Includes individuals and households that were beneficiaries of all CDBG-eligible services, programs, and projects. 
12

 Includes all beneficiaries in each household served. 
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II. PROGRAM SPECIFIC SECTIONS 
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G. COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG)  PROGRAM  

Method of Distribution (MOD) of Available Resources 

 
The State CDBG Programôs reorganization and updated MOD as discussed in the 2011-12 
CAPER, have been completed and implemented.  For the 2012-13 program year, HCD 
awarded all 2011-2012 funds and 50% of the 2012-13 allocation under a single 2012 
CDBG Notice of Funding Availability (NOFA), issued January 9, 2012, with awards made in 
August 2012.  
 
As expected, further changes to the MOD as listed in the 2012-13 Annual Plan, were 
required.  The Department further fine-tuned its scoring and point criteria and published a 
Substantial Amendment to the 2012-13 Annual Plan.  It was available November 13 
through December 7, 2012 for public comment.  Several comments were received and 
responses, as included in the final draft sent to HUD, are below. 
 
In the final draft to HUD, some comments were edited for clarity and consistency.  We tried 
to minimize duplication among our responses, but for clarity and emphasis, some 
duplication remains. 
 
Commenter ï Sheri Nix, Consultant, 3Core 
 
Comment:  In reading through the ñSubstantial Amendment to the State of Californiaôs 
CDBG Program 2012-13 Action Plan ï Methods of Distributionò I didnôt see the 50% Rule 
mentioned anywhere.  Is it still the case that if a jurisdiction was awarded funding in 2012, 
50% of it must be expended by the 2013 application due date in order to apply for new 
funds?  
 
Response:  The Substantial Amendment is an amendment to the Programôs Annual Plan, 
which is an update to the 5-Year Consolidated Plan.  Recipients of HUD funds, including 
HCD, are required by HUD to submit a Consolidated Plan every 5-Years, and to update 
that 5-Year Plan every year in the Annual Plan Update.  If we change the Annual Plan 
Update after it has been published, we have to submit those changes in a Substantial 
Amendment to the Annual Plan.   The 50% Rule was already published in the Annual Plan 
and is not being changed, so it is still in effect for the 2013 CDBG NOFA.    
 
Below is a link to the current Annual Plan. 
 
http://www.hcd.ca.gov/hpd/hrc/rep/fed/Annual_Plan_Update_2012-2013_(FINAL)_02-
01-2012.pdf  
 
Commenter ï Paul Ashby, Consultant, Adams Ashby Group 
 
Comment:  In the scoring criteria section, under the category readiness, ñexperienced in-
house staff and ready to startò is listed.  I would like the Department to consider adding 
language that would include ñexperienced in house staff or a procured administrator and 
ready to startò.  The way the bullet point is written in its current state, it gives the impression 

http://www.hcd.ca.gov/hpd/hrc/rep/fed/annual_plan_update_2012-2013_(final)_02-01-2012.pdf
http://www.hcd.ca.gov/hpd/hrc/rep/fed/annual_plan_update_2012-2013_(final)_02-01-2012.pdf
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that only jurisdictions with ñin-houseò staff who are experienced would gain full points, thus 
limiting those jurisdictions who procure administrative subcontractors. 
 
Response:  The language does, indeed, only refer to jurisdictional in-house staff.  This is 
because the Departmentôs contract is with the jurisdiction only, not with any 
contractor/consultant.  Since the jurisdiction is the applicant and is, therefore, contractually 
responsible for all compliance, the most competitive applications will be from jurisdictions 
that have internal staff for running and/or overseeing their CDBG activities. 
 
Secondarily, while the Department encourages jurisdictions to make agreements with sub-
recipients and/or procure skilled contractors, the process is not included in the scoring 
criteria because the Department lacks the time and resources during rating and ranking to 
also review these important secondary agreements and procurement processes for 
compliance.  This must be done during the clearing of special conditions.  
 
Commenter ï Terry Cox, Consultant, Cox Consulting 
 
Comment 1:  There are several references to "in house staff" for both administrative 
capacity, infrastructure and public facilities.  Does this mean just jurisdictional staff or does 
it include contracted staff? 
 
Response 1:  ñIn-House Staffò means jurisdictional staff only.  Since the Departmentôs 
contract is with the jurisdiction and not with any subcontractor or consultant, the 
Department needs to know what internal resources will be operating or overseeing the 
CDBG activity. 
 
Comment 2:  On multi-family housing operator experience, there's a reference to an 
executed sub-recipient agreement.  Do you get 200 points if the sub-recipient has 3 MFH 
CDBG projects since 07/08 or is it limited to 50 points?  I had recently understood that 
there would be no more sub-recipient agreements for projects anymore.  How would this 
work? 
 
Response 2:  The score sheet for multi-family housing projects is changed in only one 
place from the score sheet attached to the 2012-13 Annual Plan and the 2012 NOFA.  The 
change actually makes it easier for a jurisdiction with no multi-family experience to get 50 
points for an executed sub-recipient agreement, by removing the requirement for an 
executed development agreement as well.  Scoring for multi-family projects in terms of 
Operator Experience and the associated points, remain identical to the original Annual Plan 
and to the scoring in the 2012 NOFA. 
 
However, the points awarded for Operator Experience refer only to the applicant 
jurisdictionôs experience.  If an applicant jurisdiction has done 3 or more multi-family CDBG 
projects since 07/08 and used a sub-recipient, the applicant will get the points.  If the sub-
recipient has done 3 or more multi-family CDBG projects since 07/08 for a different 
jurisdiction, it does not count toward the applicant jurisdictionôs experience. 
 
As in the 2012 NOFA and the Substantial Amendment, the 2013 NOFA will give the 
applicant jurisdiction 50 points for an executed sub-recipient agreement with an 
experienced sub-recipient for the applied-for multi-family project.  However, these 50 points 
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will not cause the applicant to be awarded more than 200 points if they already have points 
under Activity-Specific Operator Experience items ñ1aò through ñ1eò. 
 
Comment 3:  The in house staff only requirement is very concerning and a real departure 
from 30 years of CDBG practice. 
 
Comment 4:  The jurisdictional requirement for oversight has always been there and 
CDBG has always allowed jurisdictions to contract with non-profits or consultants to take 
advantage of their expertise. 
 
Comment 5:  And if the logic is that the contract is with the jurisdiction so only their 
experience counts, why is this not also true for ED [Economic Development], housing or 
public service activities?  The fiduciary responsibility is the same. 
 
Responses 3-5:  The ability for a jurisdiction to contract with non-profits or consultants to 
take advantage of their expertise remains unchanged from the 2012-13 Annual Plan and 
the 2012 NOFA, and was not changed by the Substantial Amendment. 
 
The In-House Staff requirement is necessary to ensure that the entities responsible for 
using the funding are capable of and involved in managing the funding and contract 
compliance.  The Departmentôs monitoring visits over the last year have reinforced our 
belief that this is essential for a successful CDBG Program in California. 
 
A small jurisdiction will not be penalized for having one person on staff handling the 
proposed CDBG activity compared to a jurisdiction with 10 people, which is evident in the 
2012 Funding List online.  Readiness and capacity requirements are the same for small 
and large jurisdictions, and the Departmentôs records show that performance and capacity 
are not dependent on staff size. 
 
HCD views sub-recipient and contractor agreements as part of oversight and procurement, 
and not application scoring.  The Department removed Environmental/National 
Environmental Policy Act (NEPA) issues from application scoring last year, and is in the 
process of doing the same with procurement.  The Department does not want to score who 
was hired, rather what experience the jurisdiction has.  Jurisdictions should not hire based 
how well that hire would help the jurisdictionôs application score.  The ability of jurisdictions 
to oversee staff, sub-recipients and/or procured staff is more important.  The Department 
does not tell applicants or grantees who they should hire to operate their programs and/or 
projects, which has been a consistent policy since the inception of HCDôs CDBG Program. 
 
Further, the hiring of non-grantee staff is reviewed by the Department after the award has 
been made and cannot be fully reviewed during the ranking and rating process.  Not only 
would this slow the process greatly, but it would require the Department to review sub-
recipient agreements and procurement packages of applicants that will not be funded.  The 
Departmentôs experience indicates that careful attention should be given to review of the 
subcontractor procurement process.  To allow applicant points for procured non-profits 
and/or consultants before careful review, would limit the Departmentôs ability to manage a 
significant part of the entire program effort, and could require an awarded jurisdiction to 
restart the process if problems were encountered, which meant it was not as ñreadyò as 
previously scored under Readiness. 
 



 

 
CAPER 2012-13  12 

Differences in scoring various CDBG activities are partly due to the substantial differences 
in the difficulty of managing different projects and programs.  Project-specific activities, 
such as public improvements, public facilities and multi-family housing rehabilitation and/or 
acquisition, require a jurisdiction to have solid internal capacity to provide effective 
oversight, since the compliance requirements for projects are substantially greater than 
those for programs.  Programmatic activities such as homeownership assistance and public 
services have fewer compliance requirements and are carried out under departmentally 
approved and jurisdictionally adopted program guidelines, so operation by outside 
contractors or sub-recipients is less problematic. 
 
In the case of multi-family housing projects, for example, State CDBG only awards funds to 
smaller local city and county governments, who then become the lender to the multi-family 
developers.  Careful evaluation of the internal capacity of a small jurisdiction as a lender 
and grant administrator is essential. 
 

For the 2014 NOFA, as noted above, the Departmentôs goal is to remove all procurement 
and óSpecial Conditionsô topics from scoring since they are not appropriate topics prior to 
awards.  Through advisory group meetings and jurisdictional roundtable meetings in 2013, 
the Department will request feedback and input on how to pursue the goal of objective, 
data driven scoring.  The timing of public comments on the Consolidated Plan and Annual 
Plan is helpful for this purpose, since the comment period opens just after the NOFA 
application process is complete and often just after awards have been made.  By law, the 
Stateôs CDBG Method of Distribution (which the NOFA implements) is always included in 
the Annual Plan Update and the 5-Year Consolidated Plan, so the associated comment 
periods provide all interested parties with a forum to address their concerns and make 
suggestions about the NOFA. 
 
Comment 6:  This will seriously disadvantage small jurisdictions.  Very few will be able to 
meet the experience requirements you are proposing and they will effectively be shut out of 
the process. 
  
Interestingly, HOME has gone in the opposite direction, at least for labor standards.  They 
actively promote the use of consultants because of the lack of expertise on the jurisdictional 
level.  Why is CDBG going in the other direction? 
 
Response 6:  Based on our monitoring findings, HCD disagrees with the suggestion that 
scoring in-house experience will disadvantage any jurisdictions based on size.  The State 
CDBG Program is restricted to small cities and counties.  Many jurisdictions have only 1, 2 
or 3 staff working on the CDBG Program.  In many cases, the program is effectively run by 
an in-house staff who oversees numerous consultants, contractors and sub-recipients.  It is 
the in-house staffôs diligent oversight that makes the program a success.  Conversely, 
many jurisdictions with larger staffing have significant problems managing their contractors 
and their program, regardless of the experience of the consultant or sub-recipient.  In either 
case, as noted above, the Departmentôs contract is with the jurisdiction only.  Therefore, the 
Department needs to be aware of, and award points for, dedicated human resources 
overseeing the jurisdictionôs CDBG activity.  The most competitive applications will, 
therefore, be from jurisdictions with internal staff for running or overseeing their CDBG 
activities. 
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HCD acknowledges that local capacity requirements can be demanding.  Federal funding, 
by nature, is robust with complex laws and regulations governing compliance and 
oversight.  It is necessary for all jurisdictions, regardless of size and experience in utilizing 
federal funding, to continually and thoughtfully evaluate their ability to manage these 
extensive usage and compliance requirements. 
 
HCDôs HOME program moved to scoring only jurisdictional capacity in 2004.  Because 
Labor Standards for new construction, which HOME does a great deal of, can be complex, 
the Stateôs HOME program encourages sub-recipients and non-profit Community Housing 
and Development Organizations (CHDOs) to procure Labor Standards (Davis-Bacon) 
experts if they are going to embark on large construction projects.  However, HOME does 
not score the application higher if a Labor Standards expert has been hired prior to the 
application being submitted. 
 
Comment 7:  The set-aside is very important to local jurisdictions.  It allows them to do 
projects that are important to local communities but not competitive.  Not everyone has PI 
to use for a waiver.  It may complicate the rating process, but it builds support for CDBG 
that may come in handy as we go through future budget cuts. 
 
Response 7:  The un-scored set-aside was removed for several reasons.   By definition, it 
does not meet the Stateôs intent to provide funding in areas of greatest need, and with the 
Departmentôs Program Income Waiver Process, alternatives for non-competitive funding 
already exist.  The Department continues to encourage jurisdictions to engage in activities 
that will provide program income, so they can continue their community and economic 
development work beyond just NOFA funding. 
 
Moreover, it is difficult to manage more than one un-scored activity in the application and 
rating and ranking processes, as the Department found out last round.  Because the 
funding allocated for each activity is based on aggregate applicant demand, every 
application with set-aside funding requested must have that requested amount added to the 
overall activity allocation amount prior to rating and ranking.  But as applications are rated 
and ranked, amounts for set-aside funding must be backed out of the activity they were 
applied for, which changes the overall aggregate demand for that activity and, therefore, 
the amount of available funding for that activity.  The back and forth of the allocations and 
their respective demand percentages took a great deal of time and labor during rating and 
ranking, because the same process has to be applied to the PTA funding requests as well.  
Since state statute requires that PTAs be un-scored, and citizen participation has 
continually reaffirmed the necessity of PTA funding, removing the un-scored set-aside is 
the prudent choice. 
 
Comment 8:  I also think that the funding caps should be lowered.  I think the overall cap 
should be $1.5 million, community facilities should be $1 million, public services $400,000, 
enterprise fund should be $400,000.  From what I could see from the funding list, you have 
way fewer contracts with way fewer activities.  It doesn't need to be cut back that much 
year after year for CDBG to be able to administer the program. 
 
Response 8:  The funding caps are unchanged from the Annual Plan and the 2012 NOFA; 
and, thus, are not part of the Substantial Amendment. 
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Over the previous three years, with the commenterôs important input as an advisory 
committee member, and with roundtable discussions throughout the State, the present 
limits were agreed to for two NOFA funding cycles.  The upcoming NOFA will be the 
second of the two.  As a participant in these discussions, you may remember combining 
multiple NOFAs and grantee contracts into one was part of the Departmentôs strategy for 
managing a significant decrease in State CDBG staffing, and to address the resultant 
intractable workload issues.   As well, in an effort to address potential adjustment issues to 
this change for jurisdictions, and to address the 50% Rule now in State regulation, the 
Department, in consultation with our advisory committee and jurisdictions during roundtable 
meetings, planned to award up to 300% of its anticipated funding across two NOFA cycles.  
The 2012 NOFA included 100% of our 2011-12 allocation and 50% of our anticipated 2012-
13 allocation.  The 2013 NOFA includes the final 50% of the 2012-13 allocation and 100% 
of our anticipated 2013-14 allocation.  This gives jurisdictions two opportunities to be 
awarded up to $2,000,000.  To allow the first round this opportunity and then reduce 
maximums in the second round would be unfair.  Thus, the funding levels for eligible 
activities in the 2013 NOFA are identical to those in the 2012 NOFA.  The Department will, 
however, in consultation with our advisory committee members and roundtable events, re-
evaluate the per-activity funding levels and overall application maximums for the 2014 
NOFA.  This will be done assuming that the 2014 NOFA is funded with a single HUD 
allocation, and that the Departmentôs allocation from HUD will remain at the present lower 
levels.  The Department supports reducing activity/maximum funding limits, if future NOFA 
funding levels are, indeed, what we anticipate. 
 
These funding limits were included in our Method of Distribution in the 2011-12 Substantial 
Amendment and the 2012-13 Annual Plan, with no comments until now.  Lowering the 
maximums in this round would be unfair to jurisdictions that chose to wait until the second 
round of 150% funding availability. 
 
Comment 9:  How do I get copies of other comments? 
 
Response 9:  All comments received and the associated responses are included in this 
document.   As required, they will also be included with the final Substantial Amendment 
submitted to HUD.  HCD will also post the Final Substantial Amendment on the HCD 
website. 
 
Commenter ï David Nelson, Consultant, David Nelson Consulting 
 
A. Regarding Business Assistance and Microenterprise Market Analysis 
 
Comment A-1:  Is this pretty much the same methodology as last year and will CDBG be 
providing links to acceptable research resources, like last year? 
 
Response A-1:  The Market Analysis methodology has not changed from the 2012 NOFA 
to the 2013 NOFA, and thus is not part of the Substantial Amendment.  CDBG is requesting 
that applicants use the same methodology and research resources to complete the Market 
Analysis as used in the previous year.  The same 2012 links to acceptable research 
resources will be provided. 
 
The only change to the scoring for Economic Development Enterprise Fund activities is that 
the score sheet language includes language originally found in the 2012 Enterprise Fund 
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Application Instructions on how to develop the Market Analysis.  There is no change in 
what is to be submitted and how applications will be scored. 
 
Examples from the Market Analysis component of the 2013 NOFA in which the language is 
identical between the Business Assistance Instructions and Scoring Details documents are 
as follows: 

Letter A, under #2 ï Scoring Details document reads: óUnderstanding of Market 

Conditions /Opportunities by Market Segmentô while the Business Assistance 

Instructions reads, letter a) óUnderstanding Market Conditions ï Identifying/Analyzing 

Market Opportunities by Segment.ô 

1st bullet under #1 in Scoring Details document reads:  óComparative analysis 

number of establishments by employment /size /class, over previous 3 yearsô while 

the 1st bullet under #1) in the Business Assistance instructions reads óComparative 

analysis with previous 3 yearsô. 

2nd bullet, under #1 in Scoring Details document reads: óDetermination of number of 

business by industry category ï use NAICS code level breakdownô while the 2nd 

bullet under #1 in the Business Assistance Instructions reads: óDetermination of 

number of businesses by industry category using 2 digit North American Industry 

Classification System (NAICS) code level breakdownô. 

Comment A-2:  It would be helpful to simplify this section somehow...have ñfill in the 
blanksò with specific data vs. narratives. 
 
Response A-2:  The Department will consider all Substantial Amendment related 
suggestions for changing the 2013 NOFA and application.  However, the Method of 
Distribution for Enterprise Fund activities is unchanged from the Annual Plan and the 2012 
NOFA; and, thus, is not part of the Substantial Amendment.  Recommendations for 
changing the Enterprise Fund application materials will be evaluated for the 2014 NOFA.   
 
For the 2014 NOFA and beyond, the Department is making the application process simpler 
and more transparent.  The Department requests all interested parties submit ideas and 
suggestions for alternative scoring methods and criteria during the upcoming roundtables in 
January and February (see Appendix B  of the NOFA and Application 
Workshop/Roundtable/Webinar Schedule and Registration), and the 2013-14 Annual Plan 
process (April/May).  
 
Comment A-3:  Add local unemployment rate since this may be the best (only?) indicator 
of start-up micros or Business Assistance.   My experience in working with micro 
workshops, about 1/2 of the people were unemployed, trying to re-invent themselves.  This 
sentiment has been echoed several times by locals anecdotally.   
 
Response A-3:  The Method of Distribution for Enterprise Fund activities is unchanged 
from the Annual Plan and the 2012 NOFA; thus, it is not part of the Substantial 
Amendment.   
 

http://www.hcd.ca.gov/fa/cdbg/CurrentNOFAs.html
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However, the Department does use local unemployment rates.  Historically, we used 
Employment Development Department (EDD) monthly unemployment figures for 
application scoring, which show county-wide data.  However, the Department agrees that 
EDD data is not suitable for small cities; so, for the 2013 NOFA, the Department is instead 
using the county unemployment data from the American Community Survey (ACS) 5-year 
data.  This is a rolling 5-year average in each jurisdiction.  This year the Department was 
only able to get the data at the county level, but for the 2014 NOFA the Department will 
work with the Department of Finance to compile the ACS unemployment data for all CDBG 
non-entitlement cities and counties.   
 
B. Regarding Business Assistance and Microenterprise Identifying/Analyzing 

Lending Opportunities 
 
Comment B-1:  The text states:  "Identifying all (other) private and public lending sources.  
Require a summary table of all the different types of lending, with the loan 
particulars indicated (i.e., Credit unions, banks, other community development lenders).  
There doesn't seem to be a need to provide an exhaustive list of lenders and their terms, 
etc. 
 
Response:  The Department will consider all Substantial Amendment related suggestions 
for changing the 2013 NOFA and application.  However, the Method of Distribution for 
Enterprise Fund activities is unchanged from the Annual Plan and the 2012 NOFA, and is 
not part of the Substantial Amendment.  Recommendations for Enterprise Fund application 
materials will be evaluated for the 2014 NOFA. 
 
For the 2014 NOFA and beyond, the Department is making the application process simpler 
and more transparent.  The Department requests all interested parties to submit ideas and 
suggestions for alternative scoring methods and criteria during the upcoming roundtable 
events in January and February (see Appendix B of the NOFA and Application 
Workshop/Roundtable/Webinar Schedule and Registration), and the 2013-14 Annual Plan 
process (April/May). 
 
Comment B-2:  "Determine and confirm that financing program will fill the financing gaps in 
the market."  Delete this requirement, as it is unnecessary, and it is addressed in 
underwriting.  By definition, CDBG lending fills the gap in lending left by traditional and 
community development lending.  Practically speaking, if a loan applicant can find loans 
funds elsewhere in the community, they most definitely will. 
 
Response:  Please see the response to the comment immediately above. 
 
C. Regarding Business Assistance and Microenterprise Demand Projections and 

Conclusions 
 
Comment C-1:  Replace "validate" with "project."  No one can validate anything in the 
future, especially in business. 
 
Response:  Please see the response to the two comments immediately above. 
 
 
 

http://www.hcd.ca.gov/fa/cdbg/CurrentNOFAs.html
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D. Poverty 
 
Comment D-1:  Add federal poverty rate to the Business Assistance criteria, as is the case 
in Micro.  The National Objective is still to benefit the LM person via job creation, who is 
under the federal poverty levels. 
 
Response:  The Method of Distribution for Enterprise Fund activities is unchanged from 
the Annual Plan and the 2012 NOFA, and thus is not part of the Substantial Amendment.  
However, poverty is a scoring criterion under need.  It is listed below the Market Analysis 
on both the Business Assistance Score Sheet and the Microenterprise Score Sheet. 
 
E. Past Performance 
 
Comment E-1:  In addition to expenditures, add # loans taken to local loan committee w/in 
past 3 years and # loans approved by CDBG in past 3 years.  Reason:  Micro loans and 
smaller loans can take just as long as the medium sized loans, but have a small dollar 
amount.  This effort/capacity/accomplishment should be recognized. 
 
Response:  The Method of Distribution for Enterprise Fund activities is unchanged from 
the Annual Plan and the 2012 NOFA; thus, it is not part of the Substantial Amendment.   
 
The Department agrees with this comment; however, it requires a regulation change.  
Therefore, it will be addressed in the 2014 NOFA.   
 
F. Enterprise Fund:  Readiness-Program Description 
 
Comment F-1:  Add 3 year marketing plan, limited to 3 pages.  Include list of stakeholders 
and their roles, and specific tasks to be accomplished.  Add timeline for 4th page.  If you 
don't market consistently, you won't get loans, regardless of how large your business 
community is (see above Market Analysis).  Do not require unnecessary letters of 
commitment/support.   I've found that most entities are very eager to work with CDBG 
lending/training. 
 
Response:  The Department will consider all Substantial Amendment related suggestions 
for changing the 2013 NOFA and application.  However, the Method of Distribution for 
Enterprise Fund activities is unchanged from the Annual Plan and the 2012 NOFA; and, 
thus, is not part of the Substantial Amendment.   
 
For the 2014 NOFA and beyond, the Department is working to make the application 
process simpler and more transparent.   The Department requests all interested parties 
submit ideas and suggestions for alternative scoring methods and criteria during the 
upcoming roundtable events in January and February (see Appendix B of the NOFA and 
Application Workshop/Roundtable/Webinar Schedule and Registration), and the 2013-14 
Annual Plan process (April/May). The Department sincerely appreciates all comments, 
ideas and suggestions submitted. 
 
Comment F-2:  Address how you bring an applicant from the "lookiloo stage" to 
presentation before the local LAB.  What are the resources used to help train the applicant 
in business plans, projections, marketing analysis, etc.? 
 

http://www.hcd.ca.gov/fa/cdbg/CurrentNOFAs.html
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Response:  Please see the response to the comment immediately above. 
 
G. Microenterprise-Specific 
 
Comment G-2:  Require training component.  CDBG recommended this to me several 
years ago...best advice ever!  Training acts as a form of marketing, and it helps to create a 
positive business expanding/starting environment. 
 
Response:  Neither the Method of Distribution nor the program operation of Enterprise 
Fund activities have been changed from the Annual Plan and the 2012 NOFA, and are not 
part of the Substantial Amendment.  
 
Moreover, since there was more than enough Enterprise Fund money to award all the 
eligible applications the Enterprise Funding they requested, the Department did not need to 
score any of the applications.  And, while the Department was pleased to be able to award 
all eligible applicants this funding, it prevented the CDBG Program from being able 
evaluate the present Enterprise Fund scoring methods.  Thus, since the scoring method 
could not be evaluated, the Department did not make any changes to it. 
 
Recommendations on Microenterprise Program policies to make the activity more 
successful will be discussed in consultation with our advisory committee members and 
roundtable events for the 2014 NOFA.  The CDBG Economic Development staff has 
discussed microenterprise technical assistance and training as an available and 
complementary activity within the Microenterprise Program under future NOFAs. 
 
Commenter:   Charlaine Mazzei, Consultant, Charlaine Mazzei Grants &  Consulting 
Comment 1:  Elimination of Un-Scored Set-Aside: I would like to express 
disagreement with the elimination of the set-aside activity without additional changes to 
the application limits for public service activities, and additional flexibility for low-scoring 
projects in otherwise high-need areas.  As HCD is aware, the set-aside activity 
provides substantial benefit to local governments to fund projects that would not 
otherwise be competitive enough to score well against other jurisdictions.  While it is 
laudable that HCD desires to insure that all funds go to the highest need activities, the 
long tradition of offering a set-aside option acknowledges that a competitive scoring 
process does not always accomplish this perfectly. 
 
Response:  To avoid duplicative responses, please see responses to Terry Cox, above.  
Ms. Cox made the same comment. 
 
The Department has been engaged in a two-year process to overhaul the Stateôs CDBG 
Program to improve programmatic and administrative efficiency, which includes for the 
2012 NOFA and the 2013 NOFA the release of 150% of funding across the two program 
years, which required the Department to increase all activity funding maximums.  Some 
participants believe the un-scored set-aside was intended as an acknowledgement of 
scoring inadequacies, but that is not the case.  The Department pursues the best practices 
for the staff and funding available, and it is difficult to manage more than one un-scored 
activity in the application, rating and ranking processes, as discussed in the response to 
Ms. Cox.  Since state statute requires that PTAs be un-scored, and our citizen participation 
processes have continually reaffirmed the necessity of PTA funding, removing the un-
scored set-aside is the prudent choice.   
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Comment 2:  Under the new SuperNOFA structure, the set-aside also serves an 
important purpose in allowing additional funding to be directed toward activities above the 
limits of individual activity funding. In the case of the jurisdictions with whom I work, the 
set-aside is most often directed toward public services, for which the current $500,000 
funding limit is inadequate.  Despite significant increases in the funding limits for all other 
activities, the $500,000 (or less) limit on public services has been in place in one form or 
another for at least a decade. Taking away the option of using set-aside funds to increase 
the available funds for these vital services should be accompanied by a corresponding 
increase in the amount available under the remaining activity funding limits, especially 
public services.  Allowing jurisdictions to use program income for these purposes does not 
provide adequate funding support in most cases. 
 
Response:  The maximum award amounts remain unchanged from the Annual Plan and 
the 2012 NOFA, and are not part of the Substantial Amendment.   
 
The maximum award for the Public Service activity was lower prior to the 2012 CDBG 
NOFA, at $300,000.  
 
Again, as noted above, funding levels were part of the two year process that reflected a 
great deal of public input, and the regulation changes state that the percentage of funding 
per activity will be equal to the percentage of demand for that activity. This concept went 
through numerous public discussions, and no one commented that it was unfair or an 
undue burden on the jurisdictions.  If 8% of the awarded funds went for public service 
activities, itôs because 8% of the funding requested in the applications was for public 
services.  In fact, the 2012 NOFA gave it just under $5,000,000, bringing the percentage to 
slightly over 10%. 
 
The CDBG Program must comply with a number of federal and State statutes and 
regulations regarding levels of funding of various eligible activities.  In order to comply with 
the statutory and regulatory requirements of funding economic development activities 
(30%), housing and housing-related activities (51%), general administration and planning 
activities (maximum 20%), all these required parameters must be taken into account prior 
to calculating application demand.  Additionally, as noted in more detail below, Public 
Services funding must also stay under the federal limit of 15%, including local program 
income expenditures. The commenter mentions historic ratios, yet State regulations require 
us to base award levels on demand levels, not historic trends.  Many jurisdictions that 
historically were shut out of funding now stand a better chance with our new process and 
scoring methods. 
 
Public Services have always been restricted due to federal statute [42 USC 5305(a)(8)] to 
15% of total funding, including program income expenditures.  Program income may or 
may not be included in the NOFA award calculations since with the Departmentôs Program 
Income Waiver process, at any time during the program year a jurisdiction may request 
approval to fund any eligible activity, including Public Services.   
 
Increasing funding above current levels is not feasible given federal and state funding 
limits, including the federal cap.  
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Comment 3:  Planning & Technical Assistance Grants: The language, "All PTA 
applications must document that the PTA work-product will meet a National Objective" 
should be clarified.  By their nature, planning activities only result in a benefit if the 
planned activity is implemented.  Implementation of planning activities depends on 
circumstances outside of the control of the planning activity itself, such as a 
determination that the project is feasible, availability of implementation funding, 
regulatory approvals, etc. Therefore, the requirement that a PTA work product meet a 
National Objective on its own is nearly impossible to insure.  The language should be 
clarified to read, "All PTA applications must document that, if implemented, the project 
for which planning activities are to occur would meet a National Objective." 
 
Response:  Given federal guidance on PTAs, and in the 2013 CDBG NOFA, the 
Department believes that ñif implementedò is implied in the Substantial Amendment 
language:  ñémust document that the PTA work-product will meet a National Objective.ò.   
Our understanding is that ñwill meetò implies that the work is not done yet, but when it is, it 
must meet a National Objective.  If a PTA study proves that a target area is not 51% 
low/mod, the study is not eligible for PTA funding.  In this case, the PTA activity itself must 
meet the National Objective since the purpose of the PTA is to confirm and document 
future activity eligibility.  

 
Comment 4:  Grant Management Manual, Chapter 11, OMB Circular A-133 Single Audit 
Report:  Although this is not part of the substantial amendment, I am taking this 
opportunity to comment on the changes to chapter 11 of the grant management manual, 
as no other opportunity has been allowed.  The changes to this chapter have not 
appeared in any regulation or plan amendment subject to public comment. 

 
In the chapter 11 revision, HCD defines its interpretation of compliance with OMB Circular 
A-133 as meeting State Controller's Office (SCO) submission requirements.  Given recent 
history, it is unclear why HCD continues to insist on this interpretation of OMB A-133 
compliance as it is highly likely to result in further disputes, legal challenges, and delays to 
distribution of funds. 

 
HCD has been informed that the SCO does not agree with, nor can its processes 
reasonably be expected to support, HCD's reliance on them for verifying jurisdictional 
compliance with OMB Circular A-133 for the purpose of determining threshold applicant 
eligibility.  When the very state agency on which HCD intends to rely states that such 
reliance is misplaced, it is unclear how it can be justified. 

 
The SCO's processes and the requirement to follow them do not appear in OMB Circular 
A-133 itself, or in state or federal CDBG regulations.  Any attempt by HCD to enforce its 
reliance on the SCO is likely to result in a legal challenge for enforcement of underground 
regulations. 

 
In past years, HCD has accepted evidence of satisfactory submission of A-133 audits to 
the Federal Audit Clearinghouse as documentation of A-133 compliance.  HCD has not 
made a compelling argument for the need to change this longstanding policy.  To the 
contrary, it appears that the only purpose for attempting to rely on SCO processes is to 
make it more difficult for jurisdictions to meet threshold requirements, and thus save HCD 



 

 
CAPER 2012-13  21 

the work of rating and ranking applications. This certainly appears inconsistent with HCD's 
stated purpose of insuring that funding reaches those most in need. 
 
Response:  The Method of Distribution in terms of applicant eligibility is unchanged from 
the Annual Plan and the 2012 NOFA; thus, it is not part of the Substantial Amendment.   
 
The Grant Management Manual (GMM) is and has always been guidance that simply 
explains regulatory and statutory requirements.  GMM Chapter 11 complies with State 
CDBG rules, the Office of Management and Budget (OMB) and the State Administrative 
Manual (SAM).  Because the GMM is only an explanation of existing regulation and statute, 
no public participation is required for editing.   
 
Specifically, the process in Chapter 11 of the GMM is under authority granted in State 
CDBG Regulations at Title 25, Article 2, §7060(4); federal requirements in OMB Circular A-
133 Part C .320(a) and .320(e)(1); and state law as listed in SAM Section 20070(2).   To 
paraphrase, the State Regulations state that, to be eligible, all jurisdictions must comply 
with OMB A-133.  OMB A-133 Part C .320(a) says all sub-recipients of federal funding must 
submit one copy of their complete A-133 package to their federal pass-through entity, with 
the timing of submission to the entity being the same as for submission to the federal 
clearinghouse.  SAM 20070(2) states that the State Controllerôs Office (SCO) is the 
designated federal pass-through entity for the State of California.  Since the Federal 
Clearinghouse does not directly communicate with the State CDBG Program, and since 
SCO is, by law, the pass-through entity, the Department is required by law to rely on the 
SCOôs determination regarding jurisdictional A-133 compliance.  
 
Further, as noted in a letter to the Department from Carolyn Baez, Chief, Financial Audits 
Bureau, Division of Audits, State Controllerôs Office, dated November 12, 2012, it is 
incumbent upon the Department to apply sanctions for A-133 non-compliance.   
 
Chief Baezôs letter states: 
 
ñOMB Circular A-133 specifies that single audit reporting packages are due nine-months 
after the entityôs fiscal year-end.  The June 30, 2011 reports were due to the SCO on March 
31, 2012. 
 
ñOMB Circular A-133 requires funding agencies to take appropriate actions using sanctions 
when a recipient does not comply with single audit requirements.  These sanctions include: 
 

¶ Withholding a percentage of federal awards until the audit is completed satisfactorily; 

¶ Withholding or disallowing overhead costs; 

¶ Suspending federal awards until the audit is conducted; or  

¶ Terminating the federal award.ò 
 
The Department, in making A-133 compliance an eligibility criterion, did so to improve 
consistency through the HOME and CDBG Programs.  All CDBG jurisdictions, without 
exception, are also HOME jurisdictions.  HOME has successfully required A-133 
compliance in this identical manner for the past eight years, and the SCO has worked with 
HOME to ensure efficacy of the policy.  Given previous meetings with the SCO and Chief 
Baezô letter, the Department assumes the SCO will continue to work with us on this matter. 
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Commenter:  Mary Sawicki, Calaveras Works and Human Services Agency, 
Calaveras County 
 
Comment:  In reviewing the draft in planning and preparation we were both surprised and 
concerned that the point system favored jurisdictions with previous CDBG history (up to 
200 points), while first time contracts such as ourselves and other small rural entities can 
only obtain up to 50 points.  We consider this particular set of criteria unfair to government 
entities that have good solid worthy projects that need consideration. Given the increased 
competition for less available funds it places first time projects at a true disadvantage. 
 
We highly suggest you remove this unnecessary barrier and let proposed projects stand on 
their own merit without this unnecessary rating item. 
 
Response:  To avoid duplicative responses, please see responses to Terry Cox, above.  
Ms. Cox made the same comment. 
 
Commenter:  Carol J. Ornelas, CEO, Visionary Home Builders of California, Inc. 
 
Comment:  It is VHB's opinion that the scoring is unfair to smaller jurisdictions that are 
equal in need but unequal in financial capacity and past performance.  By the very nature 
of their size, smaller jurisdictions do not have the resources to do multiple projects and are 
unable to sustain staffing levels sufficient to support the organizational capacity for the 
General Administration and oversight of CDBG funded activities; however, this does not 
mean that the need for affordable housing does not exist within these communities. 
 
VHB understands that competition is fierce.  But to enact rules that essentially preclude 
smaller jurisdictions from consideration seems to be counterproductive to the objectives 
and ideals of the program creators, and unfair to the people of these communities.  If the 
leaders within these communities have the vision and foresight to partner with 
organizations possessing the required experience and capacity, they should be allowed to 
compete, and have a chance to empower their community. 
 
Response:  To avoid duplicative responses, please see responses to Terry Cox, above.  
Ms. Cox made the same comment. 
 
Commenter:  Denise Fletcher, Consultant, Self-Help Enterprises 
 
A. Un-Scored Set-Aside 

  
Comment A:  If the 2013 NOFA were to continue the Un-Scored Set-Aside activity award 
as it was set up in the 2012 NOFA, no additional burden would be placed on 
administration.  Jurisdictions may only apply for either a PTA grant or Set-Aside activity and 
the Set-Aside activity will only be awarded to a jurisdiction who also has a scored activity 
awarded.  Therefore, the Un-Scored Set-Aside activity would not create additional review at 
the time of application submittal, nor would it create an additional contract. 
  
The Amendment states ñfunding should go where it is most neededò and often times the 
Un-Scored Set-Aside activity can mean the difference between a small jurisdiction funding 
much needed sidewalk repairs or a Code Enforcement officer or going without altogether.  
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Although the Amendment stresses the use of Program Income funds for these types of 
activities, it is important to note that many jurisdictions are not receiving Program Income 
like they used to.  Families are staying in their homes for longer periods of time or families 
may be going through foreclosure or short sale processes that do not allow the jurisdictions 
to recapture any of their original investment.  Program Income is not a reliable source of 
funds for these much needed projects and services. 
  
Response:  Please see the Departmentôs response to Terry Cox, above.  Ms. Cox made 
the same comment.  
 
B. Scoring - Regarding the Applicant Capacity/Past Performance Score Sheet 

 
¶ In-House organizational capacity for General Administration & oversight of CDBG 

funded activities. 
 
Comment B:  We agree that each jurisdiction needs to take responsibility for the oversight 
of its CDBG funded activities; however, this can often be done by a minimal number of staff 
(often only one or two).  We would like to ensure that jurisdictions will not be penalized for 
having a properly procured housing consultant (or other contracted entity) perform the 
General Administration of the grant. 
  
Response:  There is no penalty for contracting a consultant for projects; however, there 
are only minimal points awarded for it currently.  
 
For further response, to avoid duplicative responses, please see responses to Terry Cox, 
above.  Ms. Cox made the same comment. 
 

C. Scoring - Regarding the Homeownership Assistance Program Score Sheet 
 
¶ Activity-Specific Operator Experience ï ñ(Per Departmentôs PI Reports and Grant 
Files)ò 

 
Comment C-1:  We request CDBG further clarify what the Department will be looking for to 
substantiate the continuation of an existing program during the last fiscal year or the last 4 
years.  PI Reports and Grant Files does not explain what the Department will accept, nor 
what quantity the Department will consider sufficient. 
  
Response:  For both housing programs, we will verify if any loans or grants were made 
within the last 12 months or within the last 4 years. If funds were used from the jurisdictionôs 
Revolving Loan Account (RLA), the jurisdictionôs Program Income Report will show if funds 
were expended on a loan (revolving monies) for the activity.  Other documentation in the 
file may include:  1) loan approval memos from the jurisdictionôs loan committee; 2) copy of 
promissory note indicating CDBG funds were used and corresponding copy of recorded 
deed of trust; or, 3) something similar that can prove that a loan was actually made and that 
it used CDBG funds.  If current grant funds were used, a funds request that details a 
rehabilitation or assistance loan will be sufficient proof of an active program.  For the 2013 
NOFA, the files the Department will be looking at will most likely be from the 2010 State 
Community Block Grant (STBG) group.  If loans havenôt been made from those grant funds, 
the program cannot be deemed active.  
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¶ Waiting List ï ñPre-Screened Applicants ï Not Pre-Qualifiedò 
 
Comment C-2:  We recommend this category be removed from the scoring sheet and the 
points be redistributed or eliminated.  The waiting list is not an accurate reflection of 
Program Readiness.  Applicants who are in the pre-screen phase at the time the annual 
NOFA is released often drop out of the Program or are funded by other sources by the time 
an awarded application receives approval for grant start-up.  Additionally, pre-screening 
applicants in jurisdictions that have no other funding sources unnecessarily raises the 
applicantsô hopes, especially if that jurisdiction is not awarded. 
  
Response:  This scoring item was part of the two year CDBG regulation change process 
completed prior to the 2012 NOFA.  Any change to the Pre-Screened Applicant criteria 
requires a regulation change process.   
 
For the 2014 NOFA and beyond, the Department is making the application process simpler 
and more transparent.  Recommendations on scoring criteria will be evaluated in 
consultation with our advisory committee members and roundtable events for the 2014 
NOFA.  The Department requests all interested parties submit ideas and suggestions for 
alternative scoring methods and criteria during the upcoming roundtable events in January 
and February (see Appendix B of the NOFA and Application 
Workshop/Roundtable/Webinar Schedule and Registration), and the 2013-14 Annual Plan 
process (April/May). The Department sincerely appreciates all comments, ideas and 
suggestions submitted. 

¶ Capacity Building Points 

Comment C-3:  We applaud the Departmentôs use of State Objectives Points for awarding 
points to applicants who submitted eligible applications in the previous year but who were 
not funded.  

¶ Homeownership Assistance (HA) State Objectives Points 

Comment C-4:  We disagree with the use of State Objectives points for awarding points to 
applicants who apply for HA funds only.  Applying for HA only rather than the HA/HR 
combo does not help the Department to reduce the number of contracts.  It also reduces 
the flexibility of the jurisdiction to move funds between line items depending on the housing 
needs of the jurisdiction throughout the term of the grant. 
  
Response:  The use of Homeownership Assistance State Objective points is a result of the 
Stateôs Analysis of Impediments to Fair Housing (AI).  The AI showed that CDBG was not 
proportionally funding homeownership opportunities for low- and moderate-income minority 
households, compared with white existing homeowner rehabilitation activities.  The 
Department is committed to mitigation of the disparity and, as a step in that direction; State 
Objective points for a jurisdiction showing commitment in homeownership have been added 
to scoring.  With California real estate currently at low prices, and minority ownership still 
lagging behind the general population, the Department sees this as an opportunity to 
encourage homebuyer assistance. 

 
 

http://www.hcd.ca.gov/fa/cdbg/CurrentNOFAs.html
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D. Scoring - Regarding the Housing Rehabilitation Program Score Sheet 

¶ Activity-Specific Operator Experience ï ñ(Per Departmentôs PI Reports and Grant 
Files)ò 

Comment D-1:  We request CDBG further clarify what the Department will be looking for to 
substantiate the continuation of an existing program during the last fiscal year or the last 4 
years.  PI Reports and Grant Files does not explain what the Department will accept, nor 
what quantity the Department will consider sufficient. 
   
Response:  Please see the response to this comment under Regarding the 
Homeownership Assistance Program Score Sheet, directly above 

¶ Program Guidelines 

Comment D-2:  The Homeownership Assistance score sheet added a clarifying asterisk 
stating, ñIf Homeownership Assistance Guidelines already approved and adopted, simply 
submit copy of approval and adoption docsò.  We recommend this clarifying asterisk be 
added to the Housing Rehabilitation score sheet for consistency. 
  
Response:  The asterisk was left off in error and will be added to the score sheet. The 
intent is simply to obtain documentation confirming the approval and adoption of guidelines 
for programs. The applications for both Homeownership Assistance and Homeownership 
Rehabilitation indicate this as well.  

¶ Waiting List ï ñPre-Screened Applicants ï Not Pre-Qualifiedò 

Comment D-3:  We recommend this category be removed from the scoring sheet and the 
points be redistributed or eliminated.  The waiting list is not an accurate reflection of 
Program Readiness.  Applicants who are in the pre-screen phase at the time the annual 
NOFA is released often drop out of the Program or are funded by other sources by the time 
an awarded application receives approval for grant start-up.  Additionally, pre-screening 
applicants in jurisdictions that have no other funding sources unnecessarily raises the 
applicantsô hopes, especially if that jurisdiction is not awarded. 
  
Response:  Please see the response to this comment under Regarding the 
Homeownership Assistance Program Score Sheet 

¶ Capacity Building Points 

Comment D-4:  We applaud the Departmentôs use of State Objectives Points for awarding 
points to applicants who submitted eligible applications in the previous year but who were 
not funded. 
  
E. Regarding Public Services 

 

¶ Employment Training resulting in the creation of jobs. 
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Comment:  We disagree with the use of State Objectives points for awarding points to 
applicants who say they will conduct employment training resulting in the creation of jobs 
as a part of their Public Service activity.  The requirement is two-fold: 1) conduct 
employment training and 2) create jobs as a result of the training.  We believe this will 
extremely difficult for the Department to track and will result in placing an administrative 
burden on CDBG staff.  Additionally, will those jurisdictions who are awarded the activity 
funds because of the 50 bonus points but fail to follow through on the training AND creation 
of jobs be required to pay back the activity funds?  If not, this would have created an unfair 
advantage to a jurisdiction who did not receive the bonus points and missed the funding 
cut-off.  If so, this would create a hardship for the jurisdiction forced to pay back the funds 
after the fact.  Either way, it is not a good situation. 
 
Response:  The Department is aware that jobs cannot be tracked, and does not intend to 
do so; however, the service of employment training, which will benefit low/mod individuals, 
is a move toward employment and jobs, which the Department believes is a necessary and 
prudent direction. 
 
Commenter:  John Duckett, City Manager, Shasta Lake City 
 
A. 2012/2013 Substantial Amendment Changes 

 
Comment A-1:  Points  and Rating and Ranking  Published  on HCD website - HCD's 
current   practice  of  not  publishing final  application points  in  the  public  record 
makes  it difficult  for the public  to see  how  their  projects scored  against  other  
projects. With   the  Governor's  goal  of  making   California  government    more  
transparent  this practice  is  inconsistent   with  transparency in  government. Most 
major funders, and we consider CDBG a major funder, publish the final points on their 
website once decisions are made.   With the revised point system outlined in this 
amendment, it seems CDBG would easily be able to make this information available to 
the public.   We request that points are made available when awards are announced. 

 

Response:  The Department will consider all Substantial Amendment-related suggestions 
for changing the 2013 NOFA and application.  However, Departmental policies regarding 
the release of jurisdictional scoring information are unchanged from the 2012 NOFA, and 
all prior NOFAs; and are, therefore, not part of the Substantial Amendment.  Specific 
recommendations for changes to the CDBG award process will be evaluated for the 2014 
NOFA.   
 
Additionally, publishing applicant scores (both awarded and non-awarded) has not been a 
Department practice in the past, and the Department is especially concerned about 
publishing scores for non-awarded jurisdictions.  The determination to publish this level of 
detail is beyond the CDBG Programôs authority, and would require a higher level 
Departmental policy change.  As well, the discussion of releasing this information is 
beyond the scope of the Annual Plan/Substantial Amendment process, which is the 
purpose of this comment period.  The Substantial Amendment is to modify the CDBG 
Method of Distribution and does not encompass methods of communicating application 
results. 
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Comment A-2:  Scoring Criteria (OOR/FTHB) - Under Readiness, you specify points for 
Program Guidelines being approved by HCD prior to application submittal.   At what 
point is this done?  The practice of submitting program guidelines with the application is 
the norm, however under this criteria, it seems jurisdictions that have never operated at 
CDBG OOR/FTHB program will be penalized, even though they may have been 
operating a similar program under HOME/RDA.  This criterion will need more review, as 
HCD will need  to have  a  process  of  outreach  to  new  OOR/FTHB  programs  and  
timely approve guidelines. 

 

Response:  CDBG does not operate ñOOR/FTHBò (Owner-occupied Rehab/First-time 
homebuyer) programs; those are HOME programs.  CDBGôs Housing Rehabilitation 
Programs have no owner-occupied requirement, and CDBG Homeowner Assistance may 
or may not encompass a first-time homebuyer component.  The score sheets for these two 
programs are unchanged from the previous year; and, therefore, are not part of the 
Substantial Amendment. Specific recommendations for changes to the CDBG scoring 
process will be evaluated for the 2014 NOFA. 

 

When a jurisdiction considers applying for a new program, we urge the jurisdiction to 

discuss it with their CDBG Representative.  The representative can assist with guideline 

development (including providing sample guidelines), approval and adoption, all of which 

can be done prior to the Application Due Date. 

 
Comment A-3:  Public Improvements Readiness - Project Approval Status, you specify  
points for Preliminary Design & Engineer Plans,  signed  and  stamped;  Engineer  
Cost  Estimate,  signed  and  stamped;  & Engineer's   timeline,  signed  and  stamped.     
This  is  a  concern  for  our  small jurisdiction  with  limited  resources  to  pay  for  this  
type of  cost  up front  for  a project, which may or may not be funded.  These activities 
you are describing are usually covered under a CDBG activity.    We are asking CDBG 
to review this section, and possibly allow a Contractor's estimate to suffice, as this is 
usually not a significant cost, if at all.   

 

Response:  Points in this category are for óreadiness to start workô.  A contractorôs estimate 
normally doesnôt include the engineerôs required plans and specifications, and may not be 
an indication of readiness to start work.  Additionally, the Department would suggest that 
the use of a procured contractor prior to clearance of NEPA could be considered Choice 
Limiting; and, thus, rendering the project ineligible for federal funding.  
 
Comment A-4:  We feel we need to remind CDBG that most of your clients are small 
disadvantaged communities, who cannot bear the cost of these unnecessary 
expenses. 
 
Response:  Please see our response to this comment by Terry Cox.   
 
Comment A-5:  Overall Comment - When California took on the responsibility of the 
Small Cities Program, the intent was to provide funding for those communities that are 
not eligible for entitlement funding.  While  we,  and  other  small  communities,   
understand  that  we  must compete for these funds, it is impossible to see why HCD 
feels that small communities  must be forced to supply  information  and meet  
requirements  that exceed  those  required  by  HUD.  We ask that CDBG address 
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alignment of the proposed regulations with HUD laws and regulations. 
 
We request that this be accomplished by providing the technical language used by HUD 

for each of the regulations that are being promulgated. The Office of Administrative Law 

should address this as a transparency issue and to insure that HCD has not 

inadvertently exceeded the authority granted by HUD in allocating these funds. 

 

Response:  The Department is unaware of any requirement which exceeds HUD 
requirements for information provided.  The Department is not currently changing any 
regulations.  The Office of Administrative Law is governed by the Administrative 
Procedures Act (APA) and ensures that authorities exist for any changes the Department 
proposes.  All of the ñtechnical languageò was publically noticed and available for comment 
as required by the APA. 
 
B. Comment on CDBG Changes (Previously Approved) not Outlined in this 

Substantial Amendment: 

 
Comment B-1:  Grant Management Manual, Chapter II, OMB Circular A-133 Single 
Audit Report - In the chapter  II  revision, HCD defines its interpretation of compliance 
with OMB Circular A-133 as meeting State Controllerôs Office (SCO) submission 
requirements. Given recent history, it is unclear why HCD continues to insist on this 
interpretation of OMB A-133 compliance as it is highly likely to result in further disputes, 
legal challenges, and delays to distribution of funds. 
 
HCD  has  been  informed   that  the  SCO  does  not  agree  with,  nor  can  its 

processes  reasonably  be  expected  to support,  HCD's  reliance  on  them  for 

verifying jurisdictional compliance with OMB Circular A-133 for the purpose of 

determining  threshold  applicant eligibility  (see attached letter).  When the very state 

agency on which HCD intends to rely states that such reliance is misplaced, it is unclear 

how it can be justified. 

 
The SCO's processes, and the requirement to follow them, do not appear in OMB 

Circular A-133 itself, or in state or federal CDBG  regulations.  Any attempt by HCD to 

enforce its reliance on the SCO is likely to result in a legal challenge for enforcement of 

underground regulations. In past years, HCD has accepted evidence of satisfactory 

submission of A-133 audits to the Federal Audit Clearinghouse   as documentation of A-

133 compliance.   The  SCO process  of  accepting  filings  is  not  concurrent,  nor  

dependent,  upon  HCD timelines. HCD would be better served insuring that 

communities which have actual financial deficiencies identified by SCO are not funded. 

HCD has not made a compelling argument for the need to change this longstanding 

policy. 

 
To the contrary, it appears that the only purpose for attempting to rely on SCO 

processes is to make it more difficult for jurisdictions to meet threshold requirements, and 

thus save HCD the work of rating and ranking applications. 

 

Response:  Please see our response above to Charlaine Mazzeiôs similar comment.  
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Comment B-2:  Native American Allocation - The 2012 CDBG SuperNOFA limited the 
eligible activities for the Native American Allocation to activities that include those 
involving housing or housing­ related activities ONLY.  As a jurisdiction that works closely 
with its Native American  Community  and a recipient of two CDBG Grant Awards for a 
Public Facility,  we see this new criteria as being to constricted and  completely nor serving 
the population as a whole, but only a few individual households.   We understand the 
State Regulation identifies a 51% Non-Recognized Population in a Geographic Area, and 
CDBG recent interpretation of this requirement, is for an area to be populated with 51% 
Non-Recognized Native American.   We have determined in previous meetings with 
CDBG and supported by the California Native American Heritage Commission, which this 
requirement is completely meritless, and simply will not work.  In particular, when HCD 
applies this criteria to non-recognized tribes which do not have recognized tribal land yet, 
the regulation ignores these tribes historical situation. 
 

We would request the CDBG Program provide outreach and significant technical 

assistance to these Non Recognized Native American Communities via the California 

Native American Heritage Commission to simply provide the needs assessment, take 

this information, and revise the State Regulations to accommodate identified needs. The 

CDBG Program should be intended to serve the communities, by publishing NOFA's for 

all ELIGIBLE CDBG ACTIVITIES for General, ED, and Native American Allocations. 

 

Response:  As you state, this topic is unrelated to the Substantial Amendment.  However, 

while Native American set-aside funding is authorized by California statute, the governing 

statutes state that the Native American set-aside can only be spent on ñhousing and 

housing relatedò activities.  These California laws are:  

 

California Health and Safety Code:  50831.   
One and one-fourth percent of the funds made available to the department under the 
program shall be utilized by the department to make grants to cities and counties 
who apply to the department for those funds on behalf of Indian tribes that do not fall 
within the meaning of Indian tribe, as defined by paragraph (17) of subsection (a) of 
Section 5302 of Title 42 of the United States Code. Those funds shall be utilized by 
those Indian tribes for the same purposes as those specified in Section 50828. 
 

California Health and Safety Code:  50828.   
Not less than 51 percent of the funds made available to the department pursuant to 
the program shall be utilized by the department to make grants to eligible cities or 
counties for the purpose of providing or improving housing opportunities for persons 
and families of low or moderate income or for purposes directly related to the 
provision or improvement of housing opportunities for persons and families of low or 
moderate income, including, but not limited to, the construction of infrastructure. 
 
CDBG funding cannot, per the Civil Rights Act, assist persons of a specific race.  The 
Native American set-aside was designed to assist specific housing and infrastructure needs 
for Native American tribal communities for which funding was removed when the federal 
government implemented its process for ófederally recognizingô tribes.  Outside of the tribal 
area funding, under CDBG any person or household at or below 80% of county median 
income, adjusted for family size, is eligible to apply for any CDBG housing program a 
jurisdiction operates.  No person or household may be included or excluded based on race.  
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As well, any jurisdiction applying for CDBG funding may apply for public facility projects in 
any low- and moderate-income area in their jurisdiction.  All low/moderate-income persons 
or households may be assisted. 
 
The following commenters sent letters to HCDôs Director, Linn Warren, containing 
the same questions.  Their comments and the Departmentôs responses are 
consolidated for brevity below. 
 
Craig Pedro, County Administrator, County of Tuolumne 
Chuck Iley, County Administrative Office, Amador County Board of Supervisors 
Mary Sawicki, Director, Calaveras Works and Human Services Agency 
Jeff Gardener, City Manager, City of Plymouth 
Michael McHatten, City Administrator, City of Angels 
Eugene Palazzo, City Manager, City of Crescent City 
 

¶ The Removal Of The Un-Scored Set-aside - Up To $100k In Non-Competitive 
Funding That Was Awarded If Other Activities In The Application Were 
Awarded 

 
Response:  The un-scored set-aside was removed for several reasons.  This set-aside 
does not, by definition, meet the Stateôs intent to provide funding to areas of greatest need, 
and with the Departmentôs Program Income Waiver Process, alternatives for non-
competitive funding already exist.  The Department encourages jurisdictions to engage in 
activities that will provide ongoing program income, so they can continue their community 
and economic development work beyond just NOFA funding.  Doing so will ensure they are 
not solely dependent on NOFA funding.  
 
It is difficult to manage more than one un-scored activity in the rating and ranking process, 
as the Department found out last round.  Because the funding for each activity is set based 
on aggregate applicant demand, every application with set-aside funding requested must 
have that requested amount added to the overall activity allocation amount prior to rating 
and ranking.  This process sets the allocation levels.  But then, as applications are rated 
and ranked, amounts for set-aside funding must be backed out of  
the activity to which they were applied.  This changes the aggregate demand for that 
activity and, therefore, the funding for that activity.  This back and forth of the allocation 
amounts and their respective demand percentages took a great deal of time and labor 
during rating and ranking, because the same process has to be applied to the PTA 
requests as well.  Since state statute requires that PTAs be un-scored and citizen 
participation has continually reaffirmed the necessity of PTA funding, removing the un-
scored set-aside is the prudent choice. 

 

¶ Project Scoring For 2013 Being On ñIn-House Experienceò Rather Than 
ñConsultant/Contractor Experienceò  

 
Comments: 

 
A. Applications for projects (Multi-Family Housing, Public Infrastructure and Public 

Facilities) used to be scored on the listed experience (resume) of the contractor/sub-
recipient.  Now, scoring is done on the jurisdictions experience in completing these 
types of projects. 
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B. This scoring is not being applied to programs. 
C. Smaller jurisdictions will be at a disadvantage with this criterion. 
D. This is a departure from how CDBG has been operated for the last 30 years. 

 
Response:  The in-house staff requirement is necessary to ensure that the entities 
contractually responsible for the funding are ready and able to manage and oversee its 
use.  The Departmentôs monitoring visits over the last year have indicated that this is 
essential to a successful CDBG Program in California.  
 
Sub-recipient and contractor agreements are part of oversight and procurement, which are 
integral to clearing contract special conditions, but not to scoring.  We have removed 
Environmental/NEPA issues from scoring and are doing the same with procurement.  The 
Department does not want to score who was procured, but rather what experience the 
jurisdiction has.  Jurisdictions should not hire a sub-recipient and/or contractor based how 
well that entity would help the jurisdictionôs application score.  Again, based on our 
monitoring experience, the ability of jurisdictions to oversee staff, sub-recipients and/or 
procured staff is more important to evaluate and score.  The Department does not tell 
applicants or grantees who they should hire, which has been a consistent policy since the 
inception of the CDBG Program.  
 
The federally required process to procure non-grantee staff has to be reviewed by the 
Department at time of award, and cannot be fully reviewed during ranking and rating.  Not 
only would this slow the process greatly, but it would require the Department to review sub-
recipient agreement and procurement packages of applicants that will not be funded.  By 
encouraging (via scoring) that the procurement process be completed prior to application 
submission, the Department is encouraging the process to be done before our review and 
approval.  Removing scoring for non-profits and/or consultants ensures that the 
Department can review the procurement process after awards. To allow applicant points for 
procured non-profits and/or consultants could require an awarded jurisdiction to restart the 
process, which would then mean they were not ñreadyò as previously scored under 
Readiness.   
 
Differences in scoring various activities are partly due to the differences between projects 
and programs.  Project-specific activities, such as public improvements, public facilities and 
multi-family housing rehabilitation, require a jurisdiction to have real internal capacity to 
manage, since compliance requirements for projects are substantially greater than for 
programs.  Programs such as homeownership assistance and public services have fewer 
compliance requirements, so operation by outside contractors or sub-recipients is less 
problematic. 
 
This is especially true for multi-family housing projects.  State CDBG can only award funds 
to smaller local city and county governments, who then become the lender to the multi-
family developers.  Internal capacity at the jurisdiction as a lender of federal funding is 
essential.  The Department must ensure all grant funds are managed appropriately and in 
compliance with federal and State regulations and statutes.   
 
From a scoring perspective, a small jurisdiction is not penalized for having one person on 
staff handling the proposed CDBG activity, verses a jurisdiction with 10 people, which is 
evident in the 2012 Funding List online.  Records showing past performance and capacity 
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in the jurisdiction will coincide with their readiness scores to provide a complete activity 
score.    
 
The Department acknowledges that local capacity requirements are extensive.  Federal 
funding, by nature, is inundated with complex laws and regulations governing compliance 
and oversight.  It is prudent for all jurisdictions, regardless of size and experience in utilizing 
federal funding, to thoroughly evaluate their ability to manage these extensive usage and 
compliance requirements.  
 
For the 2014 NOFA, the Departmentôs goal is to remove all procurement and óSpecial 
Conditionsô topics from scoring.  We will continue to seek feedback and input on how to 
effectively reach the goal of objective, data driven scoring.  The timing of Annual Plan/5-
Year Consolidated Plan public comments is helpful for this purpose since the comment 
period opens just after the NOFA application process is complete and possibly after awards 
have been made.  Since, by law, the Stateôs CDBG Method of Distribution is always 
included in the Annual Plan Update and the 5-Year Consolidated Plan, the associated 
comment periods provide all interested parties the forum to address their concerns and 
make suggestions about all matters regarding the NOFA.  
 

¶ No Statistics Released 
 

Response:  The Department will consider all Substantial Amendment related suggestions 
for changing the 2013 NOFA and application.  However, Departmental policies regarding 
the release of jurisdictional scoring information are unchanged from the 2012 NOFA; and 
are, therefore, not part of the Substantial Amendment.  Recommendations for changes to 
the award process will be evaluated for the 2014 NOFA.   
 
Additionally, publishing applicant scores (both awarded and non-awarded) has not been a 
Department practice in the past, and the Department is especially concerned about 
publishing scores for non-awarded jurisdictions.  The determination to publish this level of 
detail is beyond the CDBG Programôs authority, and would require a higher level 
Departmental policy change.   As well, the discussion of releasing this information is 
beyond the scope of the Annual Plan/Substantial Amendment process, which is the 
purpose of this comment period. The Substantial Amendment is to modify the CDBG 
Method of Distribution and does not encompass methods of communicating application 
results. 
 
HCDôs CDBG and HOME programs do not share information about the scores of other 
jurisdictions.  However, the Department believes that more in-depth statistics could be 
compiled and discussed during feedback sessions next year.  NOFA statistics that do not 
reflect the full two year cycle would be inaccurate and misleading in evaluating the 
distribution method.   
 
All jurisdictions that were partially funded or not funded received a personal call from a 
CDBG manager, and could request an exit interview.  Nearly every jurisdiction that 
requested an exit interview has had one. 

 

¶ No Opportunities To Comment 
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Response:  The 2012-13 Annual Plan was open for 30 day public comment from 
March 26, 2012 through April 24, 2012, with three public hearings around the state.  This 
information went to our interested parties list via the ListServ e-mail tool.  All interested 
parties were able to comment on the 2012 NOFA process, because the CDBG Method of 
Distribution (MOD) discussed in this Annual Plan was actually the details of the 2012 
NOFA.  We realize that the Annual Plan is issued prior to CDBG knowing what changes we 
will make to our MOD (NOFA), so we state that a Substantial Amendment later in the year 
is likely.  In this Annual Plan, we said we would add State Objective Points to the scoring, 
which requires a Substantial Amendment.   
 
On November 8th, via ListServ, we opened the Substantial Amendment, with the CDBG 
MOD changes, for public comment.   That period closed Monday December 17th at 
5:00 p.m. 
 

¶ Funding Levels Too High:  
 

Response:  The funding caps are unchanged from the Annual Plan and the 2012 NOFA; 
and, thus, are not part of the Substantial Amendment.   
 
The current limits for two NOFA funding cycles were agreed to over the previous three 
years during advisory committee meetings along with roundtable discussions held 
throughout the State.  The upcoming NOFA will be the second of the two.  Combining 
multiple NOFAs into one per year, with one contract per jurisdiction for all activities, was a 
necessary part of the Departmentôs strategy for managing a significant decrease in State 
CDBG staffing.  In order to ease adjustment to this change for jurisdictions, and to address 
the 50% Rule now in State regulation, the Department, in consultation with our advisory 
committee and jurisdictions during roundtable meetings, planned to award up to 300% of its 
anticipated funding across the two NOFA cycles.  The 2012 NOFA included 100% of our 
2011-12 allocation and 50% of our anticipated 2012-13 allocation.   
 
The 2013 NOFA includes the final 50% of the 2012-13 allocation and 100% of our 
anticipated 2013-14 allocation.   This gives jurisdictions two opportunities to obtain up to 
$2,000,000 in funding.  To allow the first round this opportunity and then reduce maximums 
in the second round would be unreasonable and unfair.  Funding levels in the 2013 NOFA 
are identical to those in the 2012 NOFA.  The Department will, however, in consultation 
with our advisory committee members and roundtable attendees, re-evaluate the per-
activity funding levels and overall application maximums for the 2014 NOFA.  This will be 
done assuming the 2014 NOFA will be funded with a single HUD allocation at the present 
lower levels.  The Department supports reducing activity/maximum funding limits if future 
NOFA funding levels are what is presently anticipated. 
 
These funding limits have been included in our Method of Distribution in both the 2011-12 
Substantial Amendment and the 2012-13 Annual Plan with no comments until now.  
Lowering the maximum funding levels in this round would be unfair to those jurisdictions 
that chose to wait until the second round of 150% funding allocation availability.  Changing 
the funding levels prior to the 2014 NOFA would create a significant imbalance between the 
two years.  
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CDBG funds are distributed by the Department primarily through a competitive process, to 
local governments in California which do not receive formula CDBG grants directly from 
HUD (i.e., non-entitlement cities and counties only). 

CDBG competitive funding criteria are contained in State regulations.  Application scoring 
criteria for Community Development (CD) and the Economic Development (ED) Enterprise 
Fund are tailored to the activities being applied for.  The criteria below cover all activities, 
but not all the criteria apply to each activity (e.g., housing-related criteria will apply only to 
housing and housing-related activities).  CD scoring criteria include: 

Á Need (poverty, overcrowding percentage, age of housing stock, rental vacancy 
rate, severity of the problem, extent of the solution, renter overpayment). 

Á Readiness (operator experience, program guidelines, waitlist of pre-screened 
applicants, all funding in place, project approval status, site control). 

Á Capacity (in-house organizational capacity, timely reporting). 
Á State Objectives (state-specific criteria tailored to current state-wide economic 

and housing market conditions and/or supplemental points for past applications). 
 

Economic Development (ED) Enterprise Fund scoring criteria include:  

Á Need (poverty, unemployment, market analysis). 
Á Readiness (program description, program operatorôs status and qualifications). 
Á Capacity (as for CD, above). 
Á State objectives (as for CD). 

 

The CDBG Planning and Technical Assistance (PTA) and Economic Development Over-
the-counter (OTC) activities are both administered on a first-come, first-served basis.  
When the PTA activity has eligible applications for more funds than are available, 
applicants with the highest jurisdictional poverty levels are funded first.  OTC projects are 
evaluated and underwritten case-by-case, by HCD staff and the Economic Development 
Advisory Committee (EDAC). 

 

Use of Funds 

Section 104(b) of the federal Housing and Community Development Act of 1974, as 
amended, requires states to certify that CDBG dollars will be spent to predominantly 
benefit lower-income persons, prevent or eliminate slums and blight, and meet other 
community development needs having a particular urgency.   

Section 104(b)(3) requires each funded activity to meet one of three related national 
objectives:  Benefiting Low- and Moderate-Income Persons, Preventing or Eliminating 
Slums and Blight, and Meeting Urgent Needs.  At least 70% of expenditures over a 
particular period must benefit low- and moderate-income persons. 

State law and regulations establish additional program objectives.  Under California 
Health and Safety Code Section 50828, not less than 51% of all funds available to the 
program must benefit low- and moderate-income persons by providing or improving 
housing opportunities, or for other purposes directly related to improving housing 
opportunities, including but not limited to the construction of infrastructure.  Programs 
providing direct individual assistance must benefit 100% low- and moderate-income 
persons. 
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State law also requires the program to set aside 30% of the HUD allocation annually for 
ED activities, 5% for Colonia housing and housing-related activities, and 1.25% for 
eligible Native American housing and housing-related activities.  Actual awards may 
vary from set-asides due to the re-awarding of funds disencumbered or not fully 
obligated in prior program years.  Initial set-asides of the Stateôs HUD allocation are 
shown in Table 4 (less State administration and technical assistance): 
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Table 4  CDBG Program Allocation and Set-Asides 

 

2012-13   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Summary of Accomplishments 

 

¶ Awards Summary  
 
In 2012-13 CDBG awarded $47,866,896 in CDBG grants.  Awards in 2012-13 
were made to 55 jurisdictions for Community Development, Colonia, Community 
Development Planning and Technical Assistance, and Economic Development 

Colonia  
Set-Aside 

$1,792,091 

Economic Development  
Set-Aside 

$10,752,549 

Native American  
Set-Aside 
$448,023  

2012 CDBG Super-NOFA  
(Total HUD Allocation Available  

For All Eligible Activities) 
$34,492,216 

 
 

Community Development  
$21,499,553 

State Program 
Administration 
and Technical 

Assistance 
$1,349,614 

 
(Only 2011-2012 Admin 

and TA was used in 2011-
12, no 2012-13 Admin or 

TA added.) 

 

Allocation from HUD 
FFY 2011 

$35,841,830 (100%) 
 

Allocation from HUD  
FFY 2012 

$14,818,150 (50%) 
 

Total HUD Allocation Funds 
Available in the 2012 NOFA 

$50,659,980 
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Enterprise Fund, Economic Development, Planning and Technical Assistance, 
and Economic Development Overt-the-Counter grants. 

Table 5  CDBG Awards Summary 

 

CDBG Awards Summary Amount 

Community Development (CD)           $34,138,120 

Colonia $  1,770,000 

Economic Development (ED) Enterprise Fund $  5,252,121 

Economic Development Over-the-Counter $  5,016,216 

Planning & Technical Assistance $  1,690,439 

TOTAL $47,866,896 

    
Fifty-five grant contracts were funded, generating 62 Community Development 
activities, 4 Colonia activates in 3 Colonia communities in Imperial County, 15 
Economic Development Enterprise Fund Activities, 1 Economic Development 
Over-the-Counter grant, and 23 Planning   and Technical Assistance studies, all 
of which were established in HUDôs Integrated Disbursement and Information 
System (IDIS).  HCD records the funding of projects and programs, and the 
administrative support and activity delivery costs for each award in IDIS. 
 
Of the $47,866,897 awarded, $3,254,886 (6.8%) was for Program Administration 
(21A).  CDBG can fund local administrative costs up to 7.5% of the grant. 

 

Awards by Activity Category or Set-Aside 

 

¶ Community Development (CD) 

Community Development funding includes awards for activities in housing, 
infrastructure, public facilities, and public services.  For 2012-13, the Department 
awarded the following: 

 

Á Housing Activities:   $10,797,761 resulting in 23 awarded jurisdictions. 

Á Public Improvements:  $12,344,318 resulting in 16 awarded jurisdictions. 

Á Public Facilities:  $3,636,125 resulting in 7 awarded jurisdictions. 

Á Public Services:  $4,874,500 resulting in 16 awarded jurisdictions. 

Á CD General Administration:  $2,486,41513 

 

¶ Colonia 

A Department Colonia specialist works with grantees to move their projects 
forward. As noted in the 2011-12 CAPER, HCD held roundtable discussions with 
Colonia stakeholders in May 2011 to seek input for restructuring the distribution 

                                            
13

 General Administration is the award per contract total, not by activity. 
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method and updating program requirements to comply with CPD Notice 11-001.  
The Department held another Colonia Roundtable meeting on January 20, 2012 
in El Centro Colonia to ensure that Colonia program operators were aware of the 
Notice and the changes it mandated in applying for funding under the 2012 
CDBG NOFA.    
 
For 2012-13, $1,770,000 in Colonia awards were made, resulting in 1 contract to 
Imperial County, which included funding for 3 Colonia communities.  All of 
Californiaôs non-entitlement Colonia communities are located in Imperial County. 

 

¶ Native American  

HCDôs staff works with eligible jurisdictions to identify non-federally-recognized 
Native American communities and terminated Rancherias to confirm eligibility for 
future funding rounds.  The staff also works to clarify eligibility issues so 
jurisdictions have a clear understanding of application requirements.  No Native 
American funding was applied for during 2012-2013. 

 

¶ Economic Development  

The Economic Development (ED) set-aside includes the Enterprise Fund and 
the Over-the-Counter (OTC) program.  The ED Enterprise Fund is available for 
applications during the NOFA funding cycle.  The OTC component operates as 
an ongoing application process, but is announced in each NOFA funding cycle. 

 

Á Enterprise Fund 

Enterprise Fund awards are based on published criteria measuring 
unemployment, public benefit, leverage, and capacity.  Because the public 
benefit and leverage of micro-enterprise activities are substantially different 
from those of business assistance activities, like activities are rated against 
each other.  Enterprise Funds are awarded for the following types of 
activities: 

Business Assistance Programs 

o Assist start-up, expansion or preservation of businesses in the 
jurisdiction. 

o Fund public infrastructure/off-site improvements necessary to 
accommodate the start-up, expansion or preservation of a business. 

Micro-Enterprise Assistance Programs 

o Provide technical assistance, training and support to eligible micro-
enterprises or persons developing micro-enterprises. 

o Finance eligible micro-enterprises, or persons developing micro-
enterprises. 

Á Over-the-Counter (OTC)  

Funding for ED-OTC is greater than for Enterprise Fund.  OTC awards can 
be up to $3,000,000 per applicant per year, or $6,000,000 for two-year 
grants.  Due to these large amounts, HCD has a special loan committee to 
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review and recommend applications.  Jurisdictions can use OTC funding to 
make loans for start-up, expansion or preservation of businesses.  Grants 
can also be used to construct necessary off-site infrastructure to 
accommodate new business. 
 
For 2012-13 $252,121 in Enterprise Fund awards (including ED General 
Administration) were made to 15 jurisdictions, and a $5,016,216 OTC award 
was made to expand a vegetable growing business in 1 jurisdiction. 

 

1. COMMUNITY AND ECONOMIC DEVELOPMENT PLANNING AND TECH NICAL 
ASSISTANCE (PTA)   

A total of 42 PTA applications for 58 studies were received.  Eighteen 
applications requested $1,096,345 for Economic Development studies, and 
40 applications requested $2,108,809 for Community Development studies.  
Total requests were for $3,205,154, which exceeded available PTA funds by 
$1,205,154.   

Awards totaled $1,690,439, to 22 jurisdictions for 34 planning studies.  
Twenty-five CD studies for $1,183,359 and 9 ED studies for $507,080.   

2. DISASTER RECOVERY INITIATIVE / DISASTER RECOVERY ENHANCEMENT 
FUND (DRI/DREF) 

DRI is a ñlast resortò funding source for damages from 2008 wildfires that 
devastated parts of California.  Two Presidential disaster declarations allowed 
14 counties and 2 Native American Tribes to apply. The Stateôs initial 
allocation was slightly more than $39.5 million, with $38.3 million to be 
granted through an Over the Counter (OTC) application process.  The 
balance is for General Administrative (GA) costs for the State CDBG Program 
to administer DRI.  A supplemental allocation of $15,000,000 was awarded to 
the State, known as the Disaster Recovery Enhancement Fund (DREF), with 
$14,550,000 for eligible jurisdictions and $450,000 for the Stateôs GA.  

The Department began accepting DRI applications on an OTC basis on 
August 31, 2010.  Awards were announced in November 2010 for 
$13,785,098 to 12 jurisdictions, all of which executed contracts by the end of 
the fiscal year. On March 29, 2011 DRI NOFA Amendment 2 was released to 
fund DREF-eligible activities, in order to qualify for the $15 million DREF 
allocation.  Amendment 2 increased maximum limits for DRI grants in total 
(though some limitations still apply), as well as for the Planning activity: 

 

¶ Overall total grant limit increased from $5,000,000 to $8,500,000.  

¶ Planning activity limit increased from $150,000 to $250,000. 
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Additional outreach and marketing of the DRI Program has resulted in three 
rounds of applications, including amended applications from some initial 
awardees. Additional applications will be accepted until funds are exhausted.  

The second DRI round allocated slightly more than $25.1 million to 15 
awardees.  These included 6 new applications totaling $9.4 million and 8 
amended applications for $11.6 million.  One application, from the Hoopa 
Valley Tribe for $4.1 million, which was not funded in the first round of 
applications, was funded under this second round.  

 

The third DRI round resulted in 5 additional awards totaling $4.4 million, 
including 4 new applications for $900,000 and one amended application for 
$3.5 million.   

Ten additional DRI applications were received near the end of 2012-13, 
totaling slightly more than $2.3 million.  A fourth round of DRI grants was 
awarded in January 2013 to fund 6 of the applicants. The 6 grantees were 
awarded a total of $1,080,000 for Planning Activities. During the last quarter 
of the 2012-13 fiscal year, the Department began outreach to previously 
awarded jurisdictions that could make use of additional DRI funding for non-
Planning Activities.  Further awards may be considered for the 2013-14 
program year. 
 

Summary of DRI/DREF Expenditures 

DREF funds may be applied toward a limited number of DRI-eligible activities.  
HCD must obligate all the additional $15 million in DREF funds, or its DREF 
allocation will be reduced by the amount not expended.  Assuming the DREF 
allocation is entirely expended, total DRI/DREF expenditures will be as 
follows:  

 

DRI/DREF Expenditures Amount 
Original 2008 DRI Allocation  $39,531,784 
State DRI General Admin. (3%) <$1,185,954> 
2010 DREF Allocation $15,000,000 
State DREF General Admin. (3%) <$450,000> 

Total DRI/DREF awards $ 52,895,830 
Total State Admin. Cost $1,635,954 

 

Program Income  

As of August 1, 2013, Annual Program Income (PI) Reports had been 
received for the period of July 1, 2012 through June 30, 2013.  Jurisdictions 
reported a total of $377,815 of program income (PI) collected for this program 
year.  In accordance with their respective approved Program Income Reuse 
Plans, these funds were deposited into their Program Income Revolving Loan 
Accounts (RLAs).  Some PI was obligated to activities under open CDBG 
contracts. 
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The Department is in the process of updating its Program Income validation 
process, providing one-on-one TA to jurisdictions, which has delayed the 
reporting of all 2012-13 PI.   This CAPER is reporting a small number of local 
PI reports and we are working with jurisdictions to obtain accurate PI 
data. These jurisdictions reported expending $182,973 through Housing 
Rehabilitation RLAs and $123,220 through Economic Development RLAs.  
These expenditures were primarily for loans to continue the activities that 
generated the program income. 
 
The PI Waiver process allows jurisdictions to apply to use PI for activities that 
are not tied to either an open contract or approved PI Reuse Plan RLA.  This 
process has allowed previously un-spendable PI dollars to fund much needed 
programs and projects and has been met with great enthusiasm over the last 
year.  CDBG received eight requests for PI Waivers and approved four, for a 
total of $638,500 in committed PI funds for 2 activities.  
 
Leveraged Resources  

Proposals to use CDBG funds with other leveraged funds can improve the 
feasibility of programs and projects.  Local contributions typically consist of in-
kind staff services, grant administration, redevelopment agency funds, gas tax 
funds, public works funds, permit and other fee waivers.  Private contributions 
can include mortgage loans, grants from private agencies, in-kind staff time, 
sweat equity from rehabilitation projects, and discounts on services from title, 
pest and appraisal companies.  Localities are encouraged to provide local 
resources and obtain private support, and to report State or federal funds 
used in the proposed activities. 

Table 6 shows local public and private leverage, as well as required ñcash 
matchò for planning and technical assistance grants, that was committed 
along with CDBG awards made during the reporting year. 

Table 6  Funds Leveraged by CDBG Activity Category or Set-
Aside and Committed by Grantees for 2012-13 
Funded Activities 

 

Program Activity or Set-Aside Leveraged and Match Funds 

CD/Native American/Colonia Set-Asides $0 

ED Enterprise Fund $967,129 

ED Over the Counter (OTC) $200,180 

Community and Economic Development 
Planning and Technical Assistance (Match) 

$10,185 

Total $1,177,494 

 

Table 7 shows expenditures from other fund sources in conjunction with 
CDBG grants, reported in granteesô semi-annual Financial and 
Accomplishment Reports (FARs).   
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Table 7  Other Funding Sources by CDBG Activity, Actual 
Expenditures 

 

2012-13 

CDBG Activity 
Other 

Federal 
State Local Private Total 

Community 
Development (CD) 

$0 $0 $70,796 $0 $70,796 

CD Planning and 
Technical Assistance 

$0 $0 $5,250 $0 $5,250 

Economic 
Development (ED) 
Enterprise Fund 

$0 $0 $667,843 $299,287 $967,130 

ED Over-The-
Counter 

$0 $0 $10,185 $200,180 $210,365 

ED Planning and 
Technical Assistance 

$0 $0 $162,161 $0 $162,161 

Total ï All Activities $0 $0 $916,235 $499,467 $1,415,702 

 

Compliance and Monitoring 

 
The Monitoring unit has completed about 75% of its 2012 task list, including 
the vast majority of the internal policy and procedure manual, and the 
Monitoring Manual.   The manual includes all programs/activities, risk 
assessment tools for each program, and procedures and policies for creating 
the yearly monitoring schedule for each program. The Unit is currently 
revising its monitoring checklists to include DRI and Neighborhood 
Stabilization Program (NSP) and will revise the existing checklists to better 
conform to a project based monitoring process.  
 
Monitoring Unit procedures involve program staff and managers in 
determining corrective actions to be included in Monitoring Reports, and 
implemented before Monitoring Clearance Letters are sent.  The Monitoring 
unit works with jurisdictions and program staff to clear State CDBG-related A-
133 Audit findings.  
 
Each PTA grant receives a desk monitoring prior to grant closeout.   Grantees 
document citizen participation, equal opportunity and procurement, and 
submit a final written report or study by the end of the grant term. 
 
During FY 2012-2013 the Department completed 18 high risk monitorings 
representing 32 contracts, based on risk assessment results.  Contracts 
monitored included NSP, Community Development Block Grant Recovery 
(CDBG-R), and CDBG Community Development and Economic Development 
activities. 
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Program Outreach 

CDBG provides outreach in a variety of ways.  Program staff participates on 
panels and at statewide housing conferences such as Housing California.  
CDBG also holds application workshops, meets regularly with an advisory 
committee to gather public input, and uses the Departmentôs website and an 
e-mail distribution list to broadcast information about CDBG NOFAs, 
Management Memorandums and other program updates. 

¶ CDBG Advisory Committee  

The CDBG Advisory Committees (Economic Development and 
Community Development) were dissolved in early 2013 so that the 
Department may reconvene a new group of participants.  The 
Department developed a webpage with an application for and 
committee guidelines for the process.   The Department accepted 
applications until August 1, 2013.  The website can be viewed at this 
link:  
 
 http://www.hcd.ca.gov/fa/cdbg/advisory_committee.html 
 

¶ CDBG Roundtable Discussions 

The Department held four roundtable meetings around the state during 
the 2012-13 program year to discuss and gain stakeholder feedback 
about the HCD CDBG program updates and to discuss what changes 
will be necessary for the 2014-2015 program year since the 2014 
NOFA will only have 100% of the 2014-2015 estimated allocation, as 
opposed to the 2012 and 2013 NOFAs that had 150% of funding each 
from 2011-2014 funding.   Those meetings were held:   

 
Date Location 

January 24, 2013 
9:00 a.m. ï 1:00 p.m. 

Weed 
Wellness Center 
778 South Davis 
Weed, CA   96094 

January 31, 2013 
9:00 a.m. ï 1:00 p.m. 

County of Tulare - Visalia 
Government Plaza 
(Resource Management Agency) 
RMA Main Conference Room 
5961 S. Mooney Blvd 
Visalia, CA   93277 

February 7, 2013 
9:00 a.m. ï 1:00 p.m. 

Imperial County ï El Centro 
County Administration Building 
Conference Room C & D 
940 W. Main Street 
El Centro, CA   92243 

February 14, 2013 
9:00 a.m. ï 1:00 p.m. 

Sacramento 
HCD Headquarters 
Conference Rooms 470/475 
1800 3rd Street, 4th Floor 
Sacramento, CA  95811 

 

http://www.hcd.ca.gov/fa/cdbg/advisory_committee.html
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¶ NOFA Application Workshops and Webinars 

CDBG conducted seven NOFA Workshops and six activity-specific 
webinars for the 2012-13 funding round to help potential applicants in 
preparing their applications.  Those workshops and webinars were 
held on:   

 
Date Location 

January 23, 2013 
8:30 a.m. ï 5:00 p.m. 

Weed  
Wellness Center  
778 South Davis  
Weed, CA 96094 

January 30, 2013 
8:30 a.m. ï 5:00 p.m. 

City of Avenal ï Avenal  
Avenal Theater  
233 E. Kings Street  
Avenal, CA 93204 

February 6, 2013 
8:30 a.m. ï 5:00 p.m. 

Imperial County ï El Centro  
San Diego Gas & Electric Conference Room  
1425 W. Main Street  
El Centro, CA 92243 

February 13, 2013 
8:30 a.m. ï 5:00 p.m. 

Winters  
Public Safety Building  
702 Main Street  
Winters, CA 95694 

 
 

¶ Disaster Recovery Initiative (DRI) Roundtables and NOFA Workshops 

The DRI Program conducted Roundtable discussions and two 
webcasts prior to releasing the DRI NOFA - all during the 2009-10 
fiscal year. 

After awarding DRI funds in November 2010, the program conducted 
additional outreach programs and presentations to inform Emergency 
Management departments of eligible jurisdictions about remaining 
available funds. With assistance from the California Emergency 
Management Agency (CalEMA), presentations and webinars were 
conducted from CalEMA Sacramento headquarters on December 21, 
2010 and June 28, 2011. 

The DRI NOFA remains open until all funding is awarded and spent. 
 

¶ California Finance Coordinating Committee (CFCC) Funding Fairs  

HCD CDBG is a member of the California Financing Coordinating 
Committee (CFCC), which promotes coordination of and education 
about publicly funded infrastructure projects.  The CFCC is an informal 
organization made up of five state and two federal agencies that fund 
public works and public facility projects throughout the State.  To 
market these programs, the CFCC conducts public funding fairs at 
different locations around the state.  CDBG staff provides training and 
direct technical assistance to persons and agencies seeking CDBG 
funds for eligible infrastructure projects.   The 2012 round of funding 
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fairs ended in May 2012.  For the reporting period of this report, there 
was one funding fair in West Sacramento on April 10, 2013, with the 
remainder of the 2013 fairs scheduled for after July 1, 2013.  

 

Assessment of Response to Primary Goals in 2012-13 Annual Plan 

 

Goal 1:  Improve life in California cities and counties by helping to provide decent 
housing, a suitable living environment, and expansion of economic opportunities 
primarily for low and moderate income populations. 
 
The Programôs objectives for this goal were centered around delivering its first 
combined NOFA (SuperNOFA) as discussed above to streamline the application 
funding and award process, as well as move to a system of pre-awarding estimated 
funding six months in advance of the program year so that the State get contracts out 
earlier, which will give the jurisdictions more time to complete these critical activities.  
 
CDBG Accomplishment:  CDBG issued its first SuperNOFA which resulted in over 
$46 million in funding to Californiaôs non-entitlement jurisdictions, which are 
predominately rural, small and low-income.  The $46 million is comprised of CD General 
Admin of $2,485415 and CD activity funding of $10,797,761 for Housing Activities (23 
awarded jurisdictions), $12,344,318 for Public Improvements (16 awarded 
jurisdictions), $3,636,125 for Public Facilities (7 awarded jurisdictions), $4,874,500 for 
Public Services (16 awarded jurisdictions), $1,770,000 for Colonia activates (1 
contract to Imperial County for 3 Colonia communities ï all of Californiaôs eligible 
Colonias are in Imperial County);  $5,252,121 for Enterprise Fund Economic 
Development (15 awarded jurisdictions), and 1 $5,016,216 Over-The-Counter 
Economic Development award was made to expand a vegetable growing business in 
1 jurisdiction. 

 
Goal 2:  Make grants available to eligible jurisdictions where at least 51 percent of 
program funds will provide or improve housing opportunities for low and 
moderate income groups, or toward activities directly related to the provision or 
improvement of housing opportunities for low and moderate income groups.  
This may include, but is not limited to, the construction of infrastructure (Health 
and Safety Code 50828 and 24 CCR 7052). 
 
CDBG Objectives:  As noted above, this goal is codified in both California statute at 
Health and Safety Code 50828 and in State CDBG Regulation at 24 CCR 7052. The 
State CDBG program meets or exceeds this statutory requirement with every annual 
allocation from HUD.  The statute refers to ñhousing and housing relatedò activities only, 
which includes housing rehabilitation, home ownership assistance, public infrastructure 
and public infrastructure in support of housing new construction. 
 
CDBG Accomplishments:  During the 2012-13 program year, the State CDBG 
program awarded $24,878,000 in housing and housing related activities, which 
represents a little more than 51%. 
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Goal 3:  Reduce CDBG funds held unexpended by grantees to the HUD 
recommended maximum of two times the annual grant amount. 

 
CDBG Objective:  CDBG developed and implemented a streamlining strategy that 
included two SuperNOFAs which each result in one annual NOFA that encompasses all 
eligible CDBG activities, and also advance funding of allocated funds.  For fiscal years 
2012-13 (2012 NOFA) and 2013-14 (2013 NOFA) the SuperNOFAs will award 150% of 
the Stateôs allocation so that in 2014-15 (2014 NOFA) the State will award all estimated 
2014-15 funds, which constitutes a NOFA cycle that runs six months ahead of the actual 
allocation being received by the State so that the program can advance-obligate a very 
large amount of funding across the three year strategy cycle.  This will greatly reduce 
the amount of unexpended funding on hand.  
 
CDBG Accomplishments:  The State CDBG program has successfully released and 
awarded the 2012 SuperNOFA, and has released and is currently rating and ranking the 
2013 SuperNOFA.  The program is in year two of the three year strategy, and is fully on 
track to meet all parameters of the plan.  
 
Program Self-Evaluation 

The Department is satisfied with the outcome of the 2012-13 funding cycle.  The State 
certifies that implementation of the Consolidated Plan and the CDBG Substantial 
Amendment to the Annual Action for 2012-2013 have been accomplished. 
 

¶ CDBG Expenditure Rate 

 

The Department continues to implement steps to increase its expenditure rate, 
including:   
 
Á Focusing technical assistance on poorly performing CD and ED grantees; 
Á Applying a readiness rating and ranking factor for all activities; 
Á Disencumbering funds from CD and ED grantees for non-expenditure; 
Á Disencumbering funds from CD and ED grantees for non-compliance with 

special conditions in their Standard Agreements that require activity 
clearance within 90 days.  

 
Additionally, HCD has implemented the following steps to increase its 
expenditure rate by allowing the Department to award greater amounts over the 
next two funding years.  By the 2014-2015 funding year, the Department will 
issue the NOFA six months in advance of the receipt of the Stateôs annual 
allocation from HUD, which will allow the department to make awards earlier in 
each funding year and give grantees more time to expend their funds: 
 
Á With the 2013 NOFA, the 50% expenditure rule began preventing 

grantees from applying for additional funds until they have expended at 
least 50% of their active contracts, beginning with contracts awarded 
under the 2012 NOFA. 

Á Under the 2012 NOFA, the Department made available 100% of 2011-
2012 funding and 50% of anticipated 2012-2013 funding.   



 

 
CAPER 2012-13  47 

Á Under the 2013 CDBG NOFA the Department will make available the 
remainder of 2012-2013 funding and 100% of anticipated 2013-2014 
funding.   

Á Under the 2014 CDBG NOFA, to be released in January 2014, the 
Department will offer all anticipated 2014-2015 funding for award. 

 

¶ Performance Measurements 

CDBG continues to implement program updates and reorganization of the entire 
State CDBG Program.  These updates resulted in awards under the 2012 CDBG 
NOFA in September 2012.  Further, on-going updates are continuing in the 
following areas:  

 
Á The Program developed a workflow plan for close-out of activities and 

contracts, using the recent HUD updated guidance on closing out activities in 
IDIS, to ensure that performance data is entered into IDIS in a timely and 
accurate manner. 

Á The Program is developing a workflow plan to ensure that all program income 
data is entered into IDIS. 

Á As HUD requested, CDBG has prioritized workload to close open activities 
from 2006-2010.   During program year 2012-13 the State CDBG program 
closed out 104 2006 contracts, 101 2007 contracts, 104 2008 contracts, 76 
2009 contracts and 3 2010 contract.  The numbers drop significantly for 2009 
and 2010 because many of the contract expiration dates were beyond June 
30, 2013. 

     

¶ Economic Development 

ED staff has worked and continues to work on developing two complete 
Economic Development chapters for the Statesô Grant Management Manual.  
One chapter will address Microenterprise and the other will address Business 
Assistance.   In addition to writing full and thorough guidance on both subjects, 
sample guidelines and sample loan documents must be developed, as well as 
full training material on each subject.   

 

Response to CDBG Program Goals in the 2012-13 Annual Plan  

To achieve the three primary goals, staff and management set the following program 
goals for 2012-13: 
 
CDBG Goal 1:  Increase the State expenditure rate by implementing the Departmentôs 
updated Method of Distribution, mitigate the necessary eight-month period between 
NOFA and contracts, and streamline staffing assignments to each jurisdiction so that 
timely expenditure of funds by grantees can be better tracked across all CDBG 
activities. 
 
CDBG Accomplishment:  During the 2012-13 program year CDBG released its annual 
NOFA with all allocated funds included, which is the cornerstone of the updated Method 
of Distribution.  The 2012 and 2013 NOFAs each awarded 150% of the Stateôs CDBG 
allocation in 2011-2012 and 2012-2013, so that in 2013-2014 100% of 2014-2015 funds 
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will be awarded.  And, as of 2013 NOFA, CDBG implemented the 50% Rule in the 
Programôs updated State Regulations which reduced the number of eligible applications 
and prevented jurisdictions who have not yet spent at least 50% of their funds, from 
coming back for more money in the 2013 round.  The single annual NOFA also 
streamlines the application process for jurisdictions since they only need to apply one 
time a year for all funding allocations and set-asides, rather than up to seven separate 
times a year as was the case pre-2012.  Additionally, the streamlined NOFA application 
provides for rating and ranking only once a year and the use of a single scoring tool, 
which streamlines the awarding process.  Lastly, staff assignments have been 
reorganized to better divide territories so tracking contiguous areas of the state is less 
cumbersome. 
 
CDBG Goal 2:  Consider improving the Economic Development set-aside to address 
customer-identified problems, such as: underwriting review, contract length, and 
complexity of the Over the Counter process. 
 
CDBG Accomplishment:   
 
CDBG met with ED Stakeholders to discuss improvements to the ED program.  Much of 
the feedback the Department received centered on the need for the new Grant 
Management Manual chapters and their associated documents.  Stakeholders felt this 
was critical to their performance, which translates directly to the Programôs performance 
as well.  As noted under the primary goals, ED staff is well underway in completing 
these chapters and their associated documents.  
 
CDBG Goal 3:  Continue the new CDBG Monitoring Unit with increased staffing for 
increased monitoring and technical assistance through more site visits, to improve 
compliance with federal overlay requirements and maximize the use of all CDBG 
resources.   
 
CDBG Accomplishment:  See ñCompliance and Monitoringò above.   
 
CDBG Goal 4:  Review and classify CDBG regulations for a possible second phase of 
improvements in administrative procedures.  Further changes may help continue 
improving program performance.   
 
CDBG Accomplishment:  During 2012 CDBG implemented the regulations that were 
adopted in 2011.  The regulation changes will allow streamlining of program NOFA 
releases so that the annual CDBG allocation from HUD will be announced and made 
available through one NOFA in the second week of January each year, and will allow a 
single contract with each awarded jurisdiction to cover all activities other than Economic 
Development Over-the-Counter (ED-OTC).  These proposed changes have been met 
with great favor by local jurisdictions given that it will substantively streamline their 
reporting and accounting requirements each year and will allow for a standardized 
application timeframe for CDBG funds.  Additionally, see Accomplishment section for 
Goal 5 below. 
 
CDBG Goal 5:  Continue to review and streamline internal processes, including rating 
and ranking, to ensure a competitive advantage for jurisdictions with demonstrated 
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need, capacity, and a high level of readiness to perform.  Continue increasing the 
visibility and transparency of the HCD competitive application scoring process.  
 
CDBG Accomplishment:  Further review for a second phase of changes is underway 
and on-going.  During the 2012-13 program year, the Department held a post-NOFA 
offsite meeting with HCD CDBG staff on July 31, 2012 to discuss what worked with the 
first SuperNOFA and what didnôt, and develop a ñbest practicesò model for future 
change.  All feedback from that meeting not requiring regulation changes was 
implemented in the 2013 NOFA.  In anticipation of the 2014 NOFA and a second phase 
regulation change package, CDBG held four Roundtable Meetings throughout the State. 
See ñCDBG Roundtable Discussionsò above.  Once the 2014 NOFA is released, the 
Department expects to execute a regulation change package which will be implemented 
in the 2015 NOFA.   
 
CDBG Goal 6:  Continue to review and revise State Program Income rules to ensure 
Department oversight and jurisdictional compliance, and provide additional technical 
assistance to jurisdictions on the topic. 
 
CDBG Accomplishment:  The Department revised its Program Income Reuse Plan 
agreements, Program Income Grant Management Manual chapter, and Program 
Income Reporting forms to address the publishing of the CDBG Final Rule and to 
streamline policies and procedures for Program Income Reuse.   See Program Income 
above under the ñPerformance Measurementsò section for further discussion. 
   
CDBG Goal 7:  Continue to analyze the rating system introduced with the new Method 
of Distribution and make changes if necessary to ensure, as much as possible, a level 
playing field for all eligible activities. 
 
CDBG Accomplishment:  In HCDôs analysis, the most activity and jurisdictional parity 
will come from changing application scoring in two ways: 
 

1.  Score like activities against like; for example, infrastructure applications will no 
longer compete against housing activities. 

2. Base available funding for an activity on the amount requested.  If 40% of the 
total funding requested is for infrastructure activities, then 40% of the total 
funding available will be allocated to infrastructure awards.  

 
As noted earlier, the State CDBG program is in the middle of a multi-year program 
streamlining and improvement strategy.  As the different phases of the strategy are 
implemented, the resulting data is collected so we can evaluate the new Method of 
Distribution (MOD) implemented with the 2012 NOFA.  Because the new MOD is so 
different from the original one, it is necessary to analyze data across several NOFA 
cycles to identify clear patterns for evaluating both the new MODôs effectiveness and 
any possible unintended consequences. 
 
CDBG Goal 8:  Consider ways to strengthen oversight and monitoring systems with 
regard to fair housing impediments. 
 
CDBG Accomplishment:  See ñFurthering Fair Housingò and the ñAIò discussion below, 
as well as Appendix D . 
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CDBG Goal 9:  Continue to discuss appropriate criteria for State Objective points in 
future NOFAs. 
 
CDBG Accomplishment:    
 
State Objective points were discussed at length in the CDBG Staff Offsite meeting on 
July 31, 2012.  From that meeting and with review by CDBG stakeholders, the 
Department offered four State Objective point categories and awarded 50 points for 
each State Objective met. The points were awarded for:  
 

1. Applications from the previous year that were eligible and met a National 
Objective, but were below the available funding cut-off line. 

 
2. Applications that applied for Homeownership Assistance (HA) Program funding 
as the applicantôs sole housing program focus.  The points were awarded if the 
applicant applied for HA and a housing project (multi-family), but were not 
awarded if the applicant applied for both the HA and Housing Rehabilitation 
program.  
 

3. Applications for Public Improvement projects that addressed and provided for 
potable water.  

 
4. Applications for Public Services that provided job training which resulted in the 

creation of jobs.  
 

Furthering Fair Housing 

CDBG requires all grantee jurisdictions to carry out housing and community 
development activities in a manner that furthers fair housing.  Each grantee is required 
to have a designated staff-person who can help citizens file fair housing complaints. 

 

CDBG encourages all jurisdictions to insert fair housing language in public notices, post 
fair housing posters in jurisdiction offices, place fair housing symbols on marketing 
materials and declare April to be Fair Housing Month.   As noted in the next section 
below, please see Appendix D for specific information regarding Fair Housing and 
CDBG progress for implementing the recommendations set forth in the 2012 Analysis of 
Impediments to Fair Housing (AI).  

 

Analysis of Impediments to Fair Housing (AI) 

Since completion of the AI in September 2013, the Department has made progress on 
several AI Goals and Implementation actions. See Appendix D for a status update on all 
AI Goals. 
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Compliance with Applicable Civil Rights Laws 

CDBG collects data on the characteristics of beneficiaries from each grantee through 
annual and final Grantee Performance Reports (GPRs), and assesses a granteeôs civil 
rights performance as follows: 

 

1. Requires grantees to provide demographic comparisons between the local areas 
being served by CDBG activities and the actual applicants for and beneficiaries 
of the assistance.  No findings of discrimination have been made. 

2. Requires larger grantees that use CDBG funds for program staff to provide 
demographic comparisons between the jurisdiction as a whole and its 
employees. 

3.  Reviews local equal opportunity employment policies and any pending 
discrimination complaints. 

4. Details fair housing requirements in the CDBG application forms, Training 
Manual and Grant Management Manual.  The grantee must survey households 
applying for services, use posters and brochures to advertise, and establish and 
publicize the process of filing a fair housing complaint. 

5. Reviews local procurement procedures for steps taken to solicit women and 
minority contractors, and reviews all contracts to ensure that relevant equal 
opportunity requirements are included. 

 

Table 8 summarizes grantee use of women- and minority-owned businesses: 

Table 8  Minority- and Women-Owned Contractors Employed 

 

Firm Owned Wholly Or Substantially By: Value Of Contract(s) 

Minority Group Members $2,225,272 

Women $1,086,237 

Other $21,329,698 

 

3. PROJECT EXAMPLES  

PIRANHA PIPE & PRECAST  

 
Project Description: 
 
Located strategically in the center of California's San Joaquin Valley in the City of 
Chowchilla, Piranha Pipe & Precast is a new state of the art production facility with the 
capability of producing concrete pipe, manholes and boxes with combined production 
and technical experience.  With an Enterprise Fund Business Assistance loan of 
$176,000, the company was able to add new production equipment that expanded their 
production line and added new larger manholes, boxes and other products.  The new 
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concrete products allow this central valley business to bid on larger infrastructure jobs.  
The Business Assistance loan will assist the company in creating six new full-time, 
permanent jobs and four jobs filled by persons who were previously low-moderate 
income, as part of their expansion. 
 
CDBG Funding Amount:  $176,500 
 
Other Funding: Owner Equity:  $130,280 
 
Beneficiaries:  Five new full time hires, three were low/moderate income. 
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CAPITOL BOWL  

 
Project Description: 
 
West Sacramento Economic Development project - remodeled the inside and out of this 
building using CDBG funds and SBA loan funds and owner equity. 
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Capitol Bowl was originally El Rancho Bowl, part of a complex that included a first-rate 
hotel and a drive-in movie theater. Built in the early 1950s, the El Rancho complex was 
on U.S. 40, the main route from San Francisco to the Capitol. When I-80 was built in 
1956 bypassing West Sacramentoôs ñmotel row,ò the city began to lose momentum.  El 
Rancho continued to serve the community and set the pace for desegregating bowling 
alleys and encouraging women in the sport.  In the 1970s, Channel 10 covered bowling 
scores in the nightly sports report! 
 
In 2012, the Capitol Bowl was completely remodeled inside.  ñGood-byeò tiny rooms, 
dark lounge and orange striped vinyl floor.  ñHelloò open-concept, granite counter tops 
and big-screen TVs. This spring, we finished the outside with a new facade and a 
fantastic patio with fire pit tables and a water wall. 

 
CDBG Funding Amount:  $140,000 
 
Other Funding:  Small Business Administration (SBA) 504 Loan: $331,000 
   Owner Equity: $53,000 
 
Beneficiaries:  Four new full time hires, three were low/moderate income. 
 
 
Before:

 
 
After: 
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PRIMIER MUSHROOM  

 
Project Description:   
 
This is a ñstate of the artò mushroom growing facility located in an industrial park in 
unincorporated Colusa County.  The original facility was built out with eight mushroom 
growing rooms.  The plan was to grow the business and expand to full production scale 
with 16 growing rooms.  Unfortunately, poor management left this business on the brink 
of failure.  John Ashbaugh took over the leadership of Premier Mushroom Inc. in 2007.  
He made major changes to the organization to increase production and increase market 
share.  The Unfortunately, the past organizational structure and debt load on the 
business was keeping the profit margins low and not allowing the facility to expand to 16 
growing rooms.  Farm Credit West was the major lender on the project and worked with 
John Ashbaugh, County of Colusa staff and CDBG staff to restructure the existing debt 
and provide construction financing to allow for the final eight 8 room expansion so the 

http://www.capbowl.com/caps-bar-and-grill
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facility could reach a sustainable production level.  This facility provides year round 
living wage jobs to residents in Colusa County.  
 
CDBG Funding Amount:  $5,016,216 
 
Other Funding:   Farm West Bank: $23,850,000 

     Owner Equity: $2,000,000 
 
 
Beneficiaries:  Retention of 166 Existing Jobs & Creation of 120 New Jobs, with 
over half of those jobs provided to low income persons. 
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