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Preface
The City of Norfolk receives an annual allocation of Community Development Block Grant (CDBG),
Emergency Solutions Grant (ESG) and HOME Investment Partnership (HOME) funds from the U.S.
Department of Housing and Urban Development (HUD). The Federal Program Management Division
within the city’s Department of Housing and Community Development (NDHCD) administers these funds
to provide decent housing, create suitable living environments, and expand economic opportunities for
persons of low- and moderate- income in Norfolk.

Purpose of this Manual
The Federal Program Management Division Policies and Procedures Manual establishes the framework
guiding the operation of the City of Norfolk HUD Entitlement Programs. It provides an approach for
making decisions, ensuring the program is operated in a fair and consistent manner, and providing all
program participants with an understanding of how the city manages these funds.
This manual is a resource for current subrecipients, as well as interested parties who are contemplating
applying for grant funding. The manual also serves as the City of Norfolk Department of Housing and
Community Development administrative policy and procedure manual for its Community Development
Block Grant (CDBG), Emergency Solutions Grant (ESG), and HOME Investment Partnerships Program
(HOME).
This manual is not meant to be a substitute for CDBG regulations (24 CFR 570), ESG regulations (24 CFR
576), HOME regulations (24 CFR 92), or related cross-cutting regulations, but as a supplement to them.
It is not exhaustive regarding all considerations affecting the use of these funds. NDHCD reserves the
right to add, remove or change policies, procedures, or forms in this manual. Notwithstanding any
information contained herein, where a conflict of language or omission of requirements occurs, the
requirements of the Federal Notice and HUD Guidance on these programs, as may be amended from
time to time, shall prevail.

Regulatory Compliance
Because each of these programs utilize federal funds, several regulations and requirements apply. This
manual includes the key compliance areas you should understand before applying for funding. If your
project is selected for funding, the City of Norfolk HUD Program Specialist assigned to your project will
provide you with additional information and assistance.
The NDHCD Federal Program Management Division staff is responsible for the administration of multiple
fiscal years of CDBG funding at any given point in the program year. The program year is consistent with
the city’s fiscal year (July 1-June 30). While this procedural manual covers the administration of a single
program year from start to completion, it is important to keep in mind that in any given month, NDHCD
staff will be responsible for tasks associated with two (2) or more program years of grant funds.

Updates

Information may change for a variety of reasons, including changes in federal regulations, city
requirements, and in the interpretation or clarification of a federal regulation. Users of this manual are
encouraged to check for updates on the city’s website at http://www.norfolk.gov/hudentitlement.
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Chapter 1: CDBG Overview
Community Development Block Grant: An Overview
Program Primary
Objective

The primary objective of the CDBG program is the development of viable urban
communities through the provision of decent housing, a suitable living
environment and expanded economic opportunities principally for persons of
low-and moderate- income, defined as a person residing in a household with
income at or below 80% of area median income adjusted for household size
(LMI).

National
Objective

To achieve these objectives, the CDBG program includes a wide variety of
eligible activities that may be implemented if a given activity meets one of
three National Objectives:




Benefiting low- and moderate-income persons;
Preventing and eliminating slum or blight; and
Meeting an urgent need.

To ensure that CDBG primarily benefits LMI people, HUD requires that at least
70% of CDBG funds spent on activities other than program administration
benefit LMI. This requirement may be met during a one, two, or three-year
certification period that is specified in the Annual Action Plan certifications.

Program
Regulations

The CDBG program regulations found at 24 CFR Part 570 govern the city’s use
of program funds. The regulations are divided into several subparts, including
the following subparts that are applicable to the city and its subrecipients:








Subpart A – General Provisions
Subpart C – Eligible Activities
Subpart D – Entitlement Grants
Subpart J – Grant Administration
Subpart K – Other Program Requirements
Subpart M – Loan Guarantees (Section 108 Loan Guarantee Program)
Subpart O – Performance Reviews

Subrecipients should also be familiar with the Uniform Administrative
Requirements at 2 CFR 200.

CFDA

The Catalogue of Federal Domestic Assistance (CFDA) Number for CDBG
entitlement programs is 14.218.
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Program Year

July 1 to June 30

The U.S. Department of Housing and Urban Development (HUD) office of Community Planning and
Development (CPD) awards Community Development Block Grants (CDBG) to units of local government
for the implementation of a wide variety of housing, community, and economic development activities.
The CDBG program was enacted in 1974 under the Housing and Urban Development Act to consolidate
several other programs that addressed other housing, community, and economic development needs.
The City of Norfolk is an eligible entitlement jurisdiction that receives a direct allocation of CDBG funds
because the city’s population is more than 50,000. To receive this direct allocation, the city must submit
a Consolidated Plan on a 3 or 5-year basis and must submit Annual Action Plans describing the activities
to be implemented with CDBG.

CDBG Primary Objective
The primary objective of the CDBG program is the development of viable urban communities through
the provision of decent housing, a suitable living environment, and expanded economic opportunities
principally for persons of low- and moderate- income, defined as a person residing in a household with
income at or below 80% of area median income adjusted for household size (LMI) as delineated by HUD
each year.

Decent
Housing

Suitable Living
Environment

Expanded
Economic
Opportunities

Number in family

The current income limits for the City of Norfolk (as of June 1, 2021) are as follows:

1
2
3
4
5
6
7
8

Extremely Low
30% AMI
$17,750
$20,300
$22,850
$25,350
$27,400
$29,450
$31,450
$33,500

Low
50% AMI
$29,600
$33,800
$38,050
$42,250
$45,650
$49,050
$52,400
$55,800

Moderate
80% AMI
$47,350
$54,100
$60,850
$67,600
$73,050
$78,450
$83,850
$89,250

AMI = Area Median Income
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Chapter 2: CDBG Broad National Objectives
To achieve these primary objectives, the CDBG program includes a wide variety of eligible activities that
may be implemented if a given activity meets one of three Broad National Objectives, including:




Benefiting low- and moderate-income persons;
Preventing and eliminating slum or blight; and
Meeting an urgent need.

Each of the three Broad National Objectives (BNOs) have subcategories that more specifically delineate
how the BNO will be met. Due to regulatory limitations, there are certain Broad National Objective
subcategories that are compatible with each eligible activity. This section describes some of the key
aspects of meeting a Broad National Objective.
HUD ensures that CDBG primarily benefits low- to moderate- individuals by requiring that at least 70%
of CDBG funds spent on activities (other than program administration) benefit LMI individuals. This
requirement may be met during a one, two, or three-year certification period that is specified in the
Annual Action Plan certifications.
The city reports overall LMI benefit to HUD in the Consolidated Annual Performance and Evaluation
Report (CAPER) as part of the PR26 report generated by the Federal Integrated Disbursement and
Information System (IDIS).

Benefiting Low- and Moderate-Income Persons (LMI)
There are four ways an activity can meet the Broad National Objective “Benefiting Low- and ModerateIncome Persons” (LMI):





Low/Mod Limited Clientele (LMC)
Low/Mod Housing (LMH)
Low/Mod Area (LMA)
Low/Mod Jobs (LMJ)

Low- and Moderate-Income Limited Clientele (LMC)

An LMC activity provides benefits to a specific group of persons who directly use the CDBG-funded
service or facility. To meet the LMC National Objective, at least 51% of the beneficiaries of each activity
must be members of low- to moderate-income households. Most public service activities use one of the
LMC subcategories. To qualify under any of the LMC subcategories, a limited clientele activity must meet
one (1) of the following criteria:





Benefit a clientele that is generally presumed to be principally LMI
Require documentation on family size and income
Have income eligibility requirements limiting the activity to LMI persons only; or
Be of such nature and location that it can be concluded that clients are primarily LMI.
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Presumed LMI:
In accordance with §570.208(a)(2)(i)(A), activities that are exclusively presumed low income must benefit
any combination of the following groups: Abused Children, Elderly Persons, Battered Spouses, Severely
Disabled Adults, Homeless Persons, Illiterate Adults, Persons with AIDS, Migrant farm workers, and the
Elderly.
The chart below identifies the income presumptions that may be made for each category.
Group
Abused Children
Victims of domestic violence
Severely disabled adults
Homeless persons
Illiterate adults
Persons with AIDS
Migrant farm workers
Elderly

Income Level
Extremely low income
Low income
Low income
Extremely low income
Low income
Low income
Low income
If assistance is to acquire, construct, convert, and/or rehabilitate a
senior center or to pay for providing center-based senior services,
report the beneficiaries as moderate income.
If assistance is for other services (not center-based), report the elderly
beneficiaries as low income.

The city and its subrecipients must collect and retain documentation showing that the activity is
designed to be used exclusively by one of these presumed low-income groups, and the clientele meet
the definition of one of those groups (i.e. a subrecipient administering a CDBG-funded Senior Services
program should retain a copy of a photo I.D. or birth certificate showing each beneficiary is at least 62
years of age. A subrecipient providing homeless services should retain evidence of the individual’s or
family’s homeless status through self-certification or third-party documentation.)
Documented Income:
If the beneficiaries of a particular activity do not fall into one of the presumed low-income groups, then
information on family size and income must be collected in accordance with §570.208(a)(2)(i)(B) or (C)
to document that at least 51% of the beneficiaries are persons whose family income does not exceed
the income limits adjusted for family size. HUD publishes annual income limits adjusted for family size
for each region annually. Such information must be collected even if an activity is limited exclusively to
LMI individuals.
The city and its subrecipients, must collect and retain documentation showing the size and annual
income of the family of each person receiving the benefit. The income of each family member must be
considered, not just the person receiving the benefit. Examples of income documentation include
paystubs, tax returns, Social Security letters, etc.
Self-certifications are allowable but are generally intended to be used for activities where there is not a
direct financial benefit to the recipient, the service is minimal, or there is only an indirect benefit, such
as access to after-school programs for low- or moderate-income children.
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Nature and Location
In limited circumstances, an activity may be of such nature and in such location that it can be reasonably
concluded that the activity’s clientele will primarily be low- and moderate-income people, as indicated
at §570.208(a)(2)(i)(D). An example would be a day care center that exclusively serves residents of a
public housing complex.
The city will carefully examine such activities and receive HUD’s written approval before attempting to
meet the LMC National Objective in this manner.

Low- and Moderate-Income Housing (LMH)
The Low- and Moderate-Income Housing (LMH) subcategory is similar to the LMC subcategory, but the
performance measure used is households instead of individuals.
Section §570.208(a)(3) of the authorizing statute requires that an activity which assists in the
acquisition, construction, or improvement of permanent, residential structures (including
homeownership assistance) may qualify as benefiting LMI Households only to the extent that the
housing is occupied by LMI Households.
[Note: Household means all persons occupying a housing unit. The occupants may be a family, as
defined in 24 CFR 5.403; two or more families living together; or any other group of related or unrelated
persons who share living arrangements, regardless of actual or perceived, sexual orientation, gender
identity, or marital status.]
The LMH subcategory described at §570.208(a)(3) only satisfies the LMI National Objectives if the
housing will be occupied by an LMI Household upon completion of the activity. The housing can be
either owner- or renter-occupied and can be either a single-family or multi-unit. When the housing is to
be rented, the unit must be occupied by an LMI Household at affordable rents. The city is responsible for
establishing the criteria it will use to determine rent affordability and must make these criteria public.
Occupancy of an assisted housing activity by LMI Households under the LMH subcategory is determined
using the following general rules:
 All assisted single unit structures must be occupied by LMI Households;
 An assisted two-unit structure (duplex) must have at least one unit occupied by an LMI
Household; and
 An assisted structure containing more than two units must have at least 51% of the units
occupied by LMI Households.
Pursuant to 570.506(b)(4), the records that the grantee must keep to demonstrate compliance under
this subcategory include:




A copy of the written agreement with each landlord or developer receiving CDBG assistance
indicating the total number of dwelling units in each multi-unit structure assisted and the
number of those units which will be occupied by Low/Mod Income Households after assistance.
Total cost of the activity, including both CDBG and non-CDBG funds.
For each unit claimed to be occupied by a Low/Mod Income Household, the size and combined
income of the household.
10

For rental housing only:
 The rent charged (or to be charged) after assistance for each dwelling unit in each structure
assisted; and
 Information as necessary to show the affordability of units occupied (or to be occupied) by
Low/Mod Income Households pursuant to criteria established and made public by the grantee.
 For each property acquired on which there are no structures, evidence of commitments
ensuring that the above criteria will be met when the structures are built.
 Where applicable, records documenting that the activity qualifies under the special conditions
regarding the new construction of nonelderly, multi-family housing that will have Low/Mod
Income occupancy of less than 51%.
 Where applicable, information showing that the housing units assisted, although located in
different structures, are authorized to be considered to be located in a single structure under
one of the special situations described previously.

Low- and Moderate-Income Area (LMA)
LMA activities benefit all residents of a particular area that is comprised of 51% or more LMI households
and is also primarily residential. The benefits of this type of activity are available to all residents in the
area regardless of income. Once the service area is determined, the city can determine if the area is
comprised of at least 51% LMI residents by using the Census Method or Survey Method.
Although service areas do not need to be coterminous with census tracts or other officially recognized
boundaries, it is useful if the service area reasonably coincides with such boundaries because of the
need to consider census data in the area. It is critical, however, that the service area determined by the
city be the entire area served by the activity. In accordance with §570.208(a)(1)(v), HUD will generally
accept the city’s determination unless the nature of the activity or its location raises serious doubts
about the claimed service area.
For example, a public park improvement must consider all those who will benefit from the
improvement. If the public park is a large, citywide, or regional park, then the service area would be
much larger than if the park was a small, neighborhood, or pocket park. If the neighborhood park is used
by, for example, all residents within a one mile radius, the city must include the census tracts and block
groups that fall largely within that radius, even if it includes a combination of Low/Mod and nonLow/Mod areas.
The regulations at §570.208(a)(1)(vi) provide that, for purposes of determining whether a particular area
contains a sufficient percentage of LMI people to qualify an activity under the area benefit criteria,
available information from the Census shall be used to the fullest extent feasible. The HUD-provided
census data commutates the number of persons that resided in each tract/block group at the time of
the last census and the percentage of such persons who were LMI at that time. Using this information,
the city (and HUD) can compute the percentage of LMI people residing in any combination of
tracts/block groups in the city.
To determine if a service area will meet the LMA National Objective using the census method, the
following steps must be taken:


Go to the HUD Web App to utilize the latest HUD census data
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Enter in the address of the proposed activity and zoom in. “Add a marker” to indicate the
location of the activity.
Using the layer icon, select only “LMISD by Block Group” and select “view in attribute table”
Use the “Select Service Area” option to select the block groups contained in the service area.
This will highlight the census blocks on the map and in the attribute table
Using the attribute table, add the total number of low/mod persons residing in the selected
block groups (LowMod), and divide it by the total number of residents (LowModUniv) to
determine the percentage of low/mod persons residing in the service area.
If the percentage of low/mod persons residing in the service area at least 51%, the activity
meets the LMA National Objective.
Print the map, including the attribute table details (exported if large), and maintain as records

If the city or applicant believes that the available census data does not reflect current relative income
levels in an area, or where the area does not coincide sufficiently well with census boundaries, the city
may conduct a survey of the residents of the area. The city must obtain HUD’s approval of the survey
instrument and other methodological aspects of the survey for this purpose. HUD will approve the
survey where it determines that it meets standards of statistical reliability that are comparable to that of
the Decennial Census data for areas of similar size. This is uncommon. If you are interested in pursuing a
survey, contact the Norfolk HUD Compliance Manager to discuss further.
HUD also requires evidence that the service area is primarily residential. To determine if a service area is
primarily residential, the following steps should be taken:


Go to the Norfolk Air mapping tool





Under the
legend options and Zoning, select only the first “zoning” option
Zoom to the appropriate service area
Print the map and save in your records. The yellow and brown shading on the map represent
single and multifamily zoning, while purple represents downtown/mixed-use zoning.
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Grantees who qualify under LMA are expected to maintain documentation demonstrating the
boundaries of the service area, the basis for determining those boundaries, the percentage of Low/Mod
Income persons in the service area, and the residential zoning determination.

Low- and Moderate-Income Jobs (LMJ)
An LMJ activity creates or retains permanent jobs, at least 51% of which, on a full-time equivalent (FTE)
basis, are either held by LMI individuals or are considered available to LMI individuals. This objective is
usually associated with economic development activities.
The following requirements must be met for jobs to be considered created or retained.
 For activities that create jobs, there must be documentation indicating that at least 51 percent
of the jobs will be held by, or made available to, LMI persons; and
 For activities that retain jobs, there must be sufficient information documenting that the jobs
would have been lost without the CDBG assistance and that one or both of the following applies
to at least 51 percent of the jobs:
o The job is held by a LMI person; or
o The job can reasonably be expected to turn over within the following two years and
steps will be taken to ensure that the job will be filled by, or made available to, a LMI
person.
The following requirements apply for jobs to be considered available to or held by LMI persons.
 Created or retained jobs are only considered to be available to LMI persons when:
o Special skills that can only be acquired with substantial training or work experience or
education beyond high school are not a prerequisite to fill such jobs, or the business
agrees to hire unqualified persons and provide training; and
o The city and the assisted business take actions to ensure that LMI persons receive first
consideration for filling such jobs.
 Created or retained jobs are only considered to be held by LMI persons when the job is actually
held by a LMI person.
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For the purpose of determining if the preceding requirements are met, a person may be presumed to be
LMI if:
 He/she resides in a census tract/block numbering area that has a 20-percent poverty rate (30percent poverty rate if the area includes the central business district); and the area evidences
pervasive poverty and general distress (as determined and documented by HUD); or
 He/she lives in an area that is part of a federally designated EZ, EC, or NRSA; or
 He/she resides in a census tract/block numbering area where at least 70 percent of the
residents are LMI.
In counting the jobs to be used in the calculation for determining the percentage that benefit L/M
income persons, the following policies apply:
 Part-time jobs must be converted to full-time equivalents (FTE) (e.g., a job that will require only
working half time would count as only one-half a job);
 Only permanent jobs count; temporary jobs may not be included;
 Seasonal jobs are considered permanent for this purpose only if the season is long enough for
the job to be considered as the employee’s principal occupation;
 All permanent jobs created or retained by the activity must be counted even if the activity has
multiple sources of funds; and
 Jobs indirectly created or retained by an assisted activity (i.e., “spin off” jobs) may not be
counted.
There are five suggested options for documenting the LMI status of an applicant or employee:
• Referrals from an agency that has agreed to refer individuals who are determined to be LMI
based on HUD’s category. These agencies must maintain records, which must be available to the
State or Federal inspection, showing the basis upon which they determined that the person was
LMI;
• A written self-certification by the employee or applicant of his/her family size and total income
that is signed and dated and subject to Federal review. Certification can either include actual
size and income of family or can contain a statement that the annual family income is below the
Section 8 low-income limit for the applicable family size;
• Qualification of employee or application for assistance under another program with income
qualification that are as restrictive as those used by the CDBG program. Examples include
referrals from public housing, welfare agency, or the Workforce Investment Act (WIA) program;
• Evidence that the individual is homeless; and
• Evidence that the individual may be presumed to be LMI by way of residence address and
poverty rates of applicable census tract or documentation of area designation as EZ or RC.
HUD does not specify in statute or regulation the length of time within which these jobs must be or
remain filled. The subrecipient agreement will provide more specific details on this expectation.
Program records must document which jobs were actually created and retained by job title, whether
each such job was held by, taken by, or made available to a Low/Mod Income Person, the full-time
equivalency status of each job, and the basis of determining LMI status.
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Preventing and Eliminating Slum or Blight
The second of the CDBG national objectives has its roots in the Urban Renewal program, one of the
major Federal programs that were terminated and replaced with the CDBG program upon its formation
in 1974. Although the vast majority of persons who resided in the areas that qualified for assistance
under the Urban Renewal program were Low/Mod Income Persons, the principal focus of that program
was to eliminate major slums and other areas of blight within the community and prevent the return of
blight to the treated areas. Because of some concerns that the CDBG program might not allow the
continuance of the type of projects that were funded under the Urban Renewal program, the national
objective concerning slums and blight was created.
In developing the criteria for qualifying under this national objective, HUD has taken considerable care
to ensure that eligible activities clearly eliminate objectively determinable signs of slums or blight in a
designated slum or blighted area or are strictly limited to eliminating specific instances of blight outside
such an area (“spot blight”).
Slum/Blight Area Basis
To qualify under the national objective of slums/blight on an area basis, an activity must meet all of the
following criteria:
• The area must be officially designated by the grantee and meet a definition of a slum, blighted,
deteriorated, or deteriorating area under state or local law. (For these purposes, it is not
necessary to follow formal procedures under state law for designating slum or blighted area.)
• The area must exhibit the following physical signs of blight or decay, meaning there must be a
substantial number of deteriorated or deteriorating buildings throughout the area. As a safe
harbor, HUD will consider this test to have been met if either:
o the proportion of buildings in the area in such condition is at least equal to that
specified in the applicable state law for this purpose; or
o in the case where the applicable state law does not specify the percentage of
deteriorated or deteriorating buildings required to qualify the area, then at least one
quarter (25%) of all the buildings in the area must be deteriorated or deteriorating; or
o the public improvements throughout the area must be in a general state of
deterioration. (For this purpose, it would be insufficient for only one type of public
improvement, such as a sewer system, to be in a state of deterioration; rather, the
public improvements taken as a whole must clearly exhibit signs of deterioration.)
Documentation must be maintained by the grantee on the boundaries of the area and the conditions
which qualified the area at the time of its designation.
Activities to be assisted with CDBG funds must be limited to those that address one or more of the
conditions which contributed to the deterioration of the area. (Note that this does not limit the activities
to those that address the blight or decay itself, but it allows an activity to qualify if it can be shown to
address a condition that is deemed to have contributed to the decline of the area.)
Slum/Blight Spot Basis
Pursuant to §570.208(b)(2), the elimination of specific conditions of blight or deterioration on a spot
basis is designed to comply with the statutory objective for CDBG funds to be used for the prevention of
blight, on the premise that such action(s) serves to prevent the spread to adjacent properties or areas.
15

To comply with the national objective of elimination or prevention of slums or blight on a spot basis, i.e.,
outside a slum or blighted area, an activity must meet the following criteria:
•
•

The activity must be designed to eliminate specific conditions of blight or physical decay not
located in a designated slum or blighted area; and
The activity must be limited to one of the following:
o Acquisition;
o Clearance;
o Relocation;
o Historic Preservation; or
o Rehabilitation of buildings, but only to the extent necessary to eliminate specific
conditions detrimental to public health and safety.

Urban Renewal Area
To qualify under the national objective of addressing slums/blight on the basis of urban renewal
completion, an activity must:
 Be located within an Urban Renewal project area or Neighborhood Development Plan (NDP)
action area; i.e., an area in which funded activities were authorized under an Urban Renewal
Loan and Grant Agreement or an annual NDP Funding Agreement, pursuant to Title I of the
Housing Act of 1949; and
 Be necessary to complete the Urban Renewal plan, as then in effect. (This includes the initial
land redevelopment called for by the plan.)

Meeting an Urgent Need
Pursuant to §570.208(c), to comply with the national objective of meeting community development
needs having a particular urgency, an activity must be designed to alleviate existing conditions which the
grantee certifies:
 Pose a serious and immediate threat to the health or welfare of the community,
 Are of recent origin or recently became urgent,
 The grantee is unable to finance the activity on its own, and
 Other resources of funding are not available to carry out the activity.
A condition will generally be considered of recent origin if it is developed or became critical within 18
months preceding the grantee’s certification. The records should include:
 A description of the condition that was addressed, showing the nature and degree of
seriousness of the threat it posed;
 Evidence the grantee certified that the CDBG activity was designed to address the urgent need;
 Information on the timing of the development of the serious condition; and
 Evidence confirming that other financial resources to alleviate the need were not available.
Qualification of activities under the Slum/Blight and Urgent Need Broad National Objectives is much less
common than qualification under one of the four subcategories of the Low- and Moderate-Income
Persons (LMI) Broad National Objective. If an agency is interested in pursuing funding under the
Slum/Blight or Urgent Need categories, it is recommended that the agency contact the HUD Compliance
Manager prior to applying.
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Chapter 3: Eligible CDBG Activities
This section includes information on the basic categories of eligible activities using information from the
CDBG regulations and HUD’s Basically CDBG manual published September 2017. For more detailed
information, staff should refer directly to the CDBG Regulations and Basically CDBG.
The CDBG regulations permit a wide variety of community, housing, and economic development
activities. Some of the basic eligible CDBG activities include:

Housing

•Rehabilitation of low-income housing

Public Facilities

•Construction, Rehabilitation, Installation

Economic
Development

•Microenterprise Assistance
•Special Economic Development Activities

Public Services
(15% limit)

•Job Training/Employment Services
•Healthcare and substance abuse services

Administration and
Planning (20% limit)

•General management, oversight and coordination
•Planning activities for community development

Housing Activities
CDBG funds may be used to assist existing homeowners with the repair, rehabilitation, or
reconstruction of owner-occupied units. CDBG can be used for grants, loans, loan guarantees, interest
subsidies, or other forms of assistance to homeowners for the purpose of repairs, rehabilitation, or
reconstruction. These activities generally qualify under the Low-Mod Housing Broad National Objective.
Rehabilitation
Grantees have flexibility under the CDBG Program to design repair and rehabilitation programs that
meet the needs of their residents. Examples of the types of local programs that may be funded include:
 General programs aimed at rehabilitation of existing structures, including substantial
rehabilitation programs, which typically bring the property up to local codes and standards.
 Special purpose programs, including:
o Energy efficiency programs aimed at improving the energy efficiency of homes through
additional insulation, new windows and doors and other similar improvements;
o Handicapped accessibility programs through which improvements, such as installation
of ramps and grab bars, are made to homes of persons with disabilities to make the
home more accessible;
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o

o

Emergency repair programs that provide for the repair of certain elements of a housing
unit in emergency situations, such as repairs to a roof that is leaking, but the whole
house is not rehabilitated; and
Weatherization programs aimed at improving a home’s ability to withstand the
elements, including insulation and weather-stripping.

Eligible costs include:
 Labor and materials,
 Replacement of principal fixtures and components of existing structures;
 Water and sewer connections;
 Installation of security devices, including smoke detectors;
 Conservation costs for water and energy efficiency;
 Landscaping, sidewalks, garages, and driveways when accompanied with other rehabilitation
needed on the property;
 Evaluating and treating lead-based paint; and
 For rehabilitation carried out with CDBG funds:
o Initial homeowner warranty premium;
o Hazard insurance premium (except when a grant is provided);
o Flood insurance premium
Homeownership
Funds under this program may be used for the rehabilitation of homeownership units that must be sold
to households earning incomes at or below 80% of AMI. Homeownership assistance using CDBG funds
may be provided to an LMI household to purchase an existing or newly constructed home.
Eligible costs include:
 Up to 50% of required down payment;
 Reasonable closing costs;
 Principal write-down assistance;
 Interest rate subsidy (buy down);
 Acquisition financing; and
 Acquisition of guarantees for mortgage financing from private lenders (i.e., assist homebuyers
with private mortgage insurance).
New Construction
New construction of housing is generally ineligible under CDBG; however, the city may assist the new
construction of housing by providing ancillary support for the development, including:
 Acquisition by public or nonprofit entities;
 Site clearance and assemblage; and
 Site improvements (if in public ownership)
Activities that involve rehabilitation and construction generally have a high level of environmental
review and procurement requirements. If you are interested in pursuing a housing activity with CDBG,
please refer to those chapters for relevant information and requirements.
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Public Facilities and Improvements
The acquisition, construction, reconstruction, rehabilitation or installation of public facilities and
improvements are eligible pursuant to §570.201(c) and may be carried out by the city, a subrecipient or
other nonprofit. The facilities may only be owned by these types of entities. However, if the assisted
facility is owned by a nonprofit, the CDBG regulations stipulate that the facility must be open to the
public during normal working hours.
Eligible types of facilities and improvements include:
 Infrastructure improvements (construction or installation) including, but not limited to streets,
curbs, and water and sewer lines;
 Neighborhood facilities including, but not limited to public schools, libraries, recreational
facilities, parks, playgrounds; and
 Facilities for persons with special needs such as facilities for the homeless or domestic violence
shelters, nursing homes, or group homes for the disabled.
Eligible costs associated with eligible activities may include:
 Energy efficiency improvements;
 Handicapped accessibility improvements (including improvements to buildings used for general
conduct of government); and
 Architectural design features and other treatments aimed at improving aesthetic quality (e.g.,
sculptures, fountains).
Ineligible Activities include:
 Routine maintenance and repair of public facilities and improvements is generally ineligible;
 Operating costs associated with public facilities or improvements are ineligible unless part of a
CDBG-assisted public service activity or eligible as an interim assistance activity.
Note: a public facility otherwise eligible for assistance under the CDBG program may be assisted with
CDBG funds even if it is part of a multiple use building containing ineligible uses, if:
 The public portion of the facility that is otherwise eligible and proposed for assistance will
occupy a designated and discrete area within the larger facility; and
 The grantee can determine the costs attributable to the facility proposed for assistance as
separate and distinct from the overall costs of the multiple-use building and/or facility.
 Allowable costs are limited to those attributable to the eligible portion of the building or facility.

Economic Development
Pursuant to the CDBG Regulations at §570.203, CDBG funds may be used for activities related to
economic development, such as those discussed below.
Special Economic Development
CDBG funds may be used to undertake certain special economic development activities such as:
Acquiring, constructing, reconstructing, rehabilitating, or installing commercial or industrial buildings,
structures, and other real property equipment and improvements, including railroad spurs or similar
extensions. These are economic development projects undertaken by the city or by nonprofits;
19




Assisting a private, for-profit business, including grants, loans, loan guarantees, and technical
assistance; and
Providing economic development services in connection with otherwise eligible CDBG economic
development activities.

Community-Based Development Organizations
Economic development may also be undertaken by Community Based Development Organizations
(CBDOs) to assist in neighborhood revitalization or community economic development. To be eligible,
the CBDO must be carrying out neighborhood revitalization, community economic development or
energy conversation projects.
The following restrictions apply when a CBDO undertakes an activity:
 CBDOs may not carry out otherwise ineligible activities (i.e., general government buildings or
expenses, or political activities); and
 CBDOs cannot carry out special economic development activities that do not meet the city’s
underwriting guidelines for such projects and HUD’s mandatory public benefit standards.
CBDOs are authorized to carry out public services that exceed the 15% public services cap when the
services are specifically designed to increase economic opportunities through job training/placement
and other employment support services. CBDOs may also provide public services of any type outside of
the public services cap if the services are undertaken as part of a HUD-approved Neighborhood
Revitalization Strategy Area (NRSA). CBDOs may not carry out program administration or planning
activities that would result in the city exceeding the 20% limit on such expenditures.
Technical Assistance
The city or a subrecipient may provide technical assistance to businesses. This activity involves providing
technical assistance and training on topics such as business planning or accounting. This activity may be
undertaken under several different eligibility categories, assuming the activity will meet a national
objective:
 As a part of a special economic development project;
 As a public service;
 By a CBDO as a part of an eligible project; or
 As a part of microenterprise assistance package to the owner of a micro business for his or her
employees.
Microenterprise Development
Microenterprise development activities are designed to foster the development, support, and expansion
of microenterprise businesses. A microenterprise is defined as a commercial enterprise that has five or
fewer employees, one or more of whom owns the enterprise. A “person developing a microenterprise”
refers to a person who has expressed an interest and who is, or after an initial screening process is
expected to be, actively working toward developing a business that will be a microenterprise at the time
it is formed.
Eligible microenterprise activities include the provision of:
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Grants, loans, loan guarantees and other forms of financial support, for the establishment,
stabilization, and expansion of microenterprises;
Technical assistance, advice, and business services to owners of microenterprises and persons
developing microenterprises;
General support to owners of microenterprises and persons developing microenterprises
including childcare, transportation, counseling, and peer support groups; and
Training and technical assistance or other support services to increase capacity of the city or
subrecipients to carry out microenterprise activities.

Commercial Rehabilitation
These activities bring commercial structures up to code or improve their facades. If the structure is
owned by a private, for-profit entity, the following limitations apply:
 Rehabilitation is limited to the exterior of the building and the correction of code violations; and
 Any other improvements are carried out under the special economic development activities
category discussed above.
Public Facilities and Improvements as Economic Development
These are public works that support economic development endeavors. Public works facilities and
improvements include infrastructure projects such as off-site water, sewer, roads, drainage, railroad
spurs and other types of public facilities or improvements.
Job training
Job training involves providing skill building classes to employees or potential employees and can be an
important part of an economic program. This activity can be undertaken:
 As a part of a special economic development project;
 As a public service;
 By a CBDO as a part of an eligible project; or
 As a part of microenterprise assistance package to the owner of a micro business for his or her
employees.
Notable Restrictions on Economic Development Activities
It is important to note the following restrictions:


Job pirating is prohibited under Section 588 of the Quality Housing and Work Responsibility Act
of 1998. Job pirating refers to the use of federal funds to lure or attract a business and its jobs
from one labor market to another.



CDBG funds may not be used to assist for-profit businesses, including expansions, as well as
infrastructure improvement projects or business incubator projects designed to facilitate
business relocation if:
o The funding will be used to assist directly in the relocation of a plant, facility, or
operation; and
o The relocation is likely to result in a significant loss of jobs in the labor market area from
which the relocation occurs.
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Public Services
The CDBG Regulations found at §570.201(e) permit the use of CDBG funds for a wide variety of public
services, including but not limited to:

















Senior Services
Services for Persons with Disabilities
Legal Services
Youth Services
Transportation Services
Substance Abuse Services
Services for Victims of Domestic Violence
Employment Training
Crime Awareness
Child Care Services
Health Services
Abused and Neglected Children Services
Mental Health Services
Housing Counseling
Neighborhood Cleanups
Food Banks

Income payments to an individual or family, which are used to provide basic services such as food,
shelter (including payment for rent, mortgage, and/or utilities), or clothing are eligible only under the
following conditions:
 The income payments do not exceed three consecutive months; and
 The payments are made directly to the provider of such services on behalf of an individual or
family.
New or Expanded Service Requirement
To utilize CDBG funds for a public service, the service must be either:
 A new service; or
 A quantifiable increase in the level of an existing service which has been provided by the city or
another entity on its behalf through state or local government funds in the 12 months preceding
the submission of the city’s Annual Action Plan to HUD.
However, an exception may be made to this requirement if determined that any decrease in the level of
a service was the result of events not within the control of the local government. This provision was put
into place to ensure that CDBG did not supplant local or state monies to fund essential services typically
offered by the local government. This provision is applied as follows:
 If a service is new, it may be funded.
 If a service is existing, determine whether it was provided by or on behalf of the unit of local
government with local funding.
 If it was not provided by or on behalf of the local government with funding from the local
government, it may be funded.
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If it was provided by or on behalf of the local government with funding from the state or local
government, the city must determine whether the proposed service will be a quantifiable
increase in the level of service. If it can be documented that the service is a quantifiable increase
in the level of service, it may be funded.

The regulations do not prohibit a grantee from continuing to provide funding for a public service at the
same or decreased level in subsequent program years.
Eligible Costs for Public Services
CDBG funds may be used to pay for labor, supplies, and material as well as to operate and/or maintain
the portion of a facility in which the public service is located. This includes the lease of a facility,
equipment, and other property needed for the public service.
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Chapter 4: Emergency Solutions Grant Overview
The Homeless Emergency Assistance and Rapid Transition to Housing Act of 2009 (HEARTH Act)
amended the McKinney-Vento Homeless Assistance Act, revising the Emergency Shelter Grants Program
in significant ways and renaming it the Emergency Solutions Grants (ESG) program. The ESG Interim Rule
took effect on January 4, 2012. The change in the program’s name, from Emergency Shelter Grants to
Emergency Solutions Grants, reflects the change in the program’s focus from addressing the needs of
homeless people in emergency or transitional shelters to assisting people to quickly regain stability in
permanent housing after experiencing a housing crisis and/or homelessness.
ESG is a formula grant program. Eligible recipients generally consist of metropolitan cities, urban
counties, territories, and states, as defined in 24 CFR 576.2. As a metropolitan city, the City of Norfolk
may subgrant ESG funds to private nonprofit organizations.
The Emergency Solutions Grant program regulations can be found at 24 CFR Part 576. Subrecipients are
also required to conform with the Uniform Guidance requirements found at 2 CFR Part 200.
The ESG program provides funding to:
1. Engage homeless individuals and families living on the street;
2. Improve the number and quality of emergency shelters for homeless individuals and families;
3. Help operate these shelters;
4. Provide essential services to shelter residents;
5. Rapidly re-house homeless individuals and families; and
6. Prevent families and individuals from becoming homeless.
Match Requirement
Each subrecipient of ESG funds will provide a 100% (1 for 1) match. Matching is required to be reported
quarterly in conjunction with reimbursement requests.
The matching funds are provided based on the total grant amount and do not have to be provided on a
component-by-component basis. For example, if a subrecipient is spending $10,000 on HMIS, they do
not need to find $10,000 in data collection funds from another source to use as match.
The requirements for matching ESG funds are described in section 576.201 of the ESG Interim Rule, and
the requirements for documenting matching contributions are described in section 576.500(o).
In general, federal (other than ESG), state, local, or private funds may be used to satisfy the requirement
that the recipient provide matching contributions to ESG, so long as the following conditions are met:
1. The matching funds are contributed to the ESG program and expended for the recipient or
subrecipient’s allowable ESG costs.
2. If the matching funds are from another federal program, there is no specific statutory
prohibition on using those funds as match;
3. The matching funds are used in accordance with all requirements that apply to ESG grant funds,
except for the expenditure limits in 24 CFR 576.100. This includes requirements such as
documentation requirements, eligibility requirements, and eligible costs.
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4. The matching funds are expended (that is, the allowable cost is incurred) after the date HUD
signs the grant agreement for the ESG funds being matched.
5. The matching funds are expended by the expenditure deadline that applies to the ESG funds
being matched;
6. The matching funds have not been and will not be used to match any other Federal program’s
funds nor any other ESG grant;
7. The recipient does not use ESG funds to meet the other program's matching requirements; and
8. The recipient keeps records of the source and use of the matching funds, including the particular
fiscal year ESG grant for which the matching contribution is counted.
Continuum of Care Participation
All ESG recipients must consult with the Continuum(s) of Care operating within the jurisdiction in
determining how to allocate ESG funds. The Continuum of Care in Norfolk is the Southeastern Virginia
Homeless Coalition (SVHC), for which The Planning Council is the lead agency.
The City of Norfolk and Subrecipients will coordinate and integrate, to the maximum extent practicable,
ESG-funded programs with other programs targeted or eligible to homeless people in the area covered
by the Continuum of Care to provide a strategic, community-wide system to prevent and end
homelessness for the area, per 24 CFR 576.400(b).
Homeless service programs receiving funding through the city’s CDBG, HOME, ESG, and/or general
revenue funds are required to participate in the CoC’s Coordinated Entry System and meet the
performance measures developed by the city in conjunction with the CoC.
The City of Norfolk requires the use of the Homeless Management Information System (HMIS) by all
local homeless providers receiving funding from ESG, other HUD entitlement programs, or the city’s
general revenue funds. The city works with the CoC in developing funding approaches, plus policies and
procedures for the operation and administration of the CoC’s HMIS through their involvement in CoC
committees, serving on the CoC governing board, and ongoing discussions with the HMIS lead agency.
Homeless Management Information System (HMIS)
HMIS is a client-level data collection and management system that allows for better coordination among
agencies providing services to clients. It is not a national reporting system and it is not designed to be a
financial reporting/accounting system.
Section 416 (F) of the McKinney-Vento Act requires that projects receiving funding under Emergency
Solutions Grant program participate in HMIS. With the exception of victim service or legal service
providers, all ESG subrecipients MUST enter client-level data into the HMIS in accordance to HUD’s HMIS
Data Standards. Victim service providers will use a comparable database that collects client-level data
over time and generates unduplicated aggregate reports based on the data. Information entered into a
comparable database must not be entered directly into or provided to a HMIS system. For more
information about connecting to HMIS or for training opportunities, contact The Planning Council at
757-622-9268.
More information about using HMIS is available on the HMIS page.
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Homeless Definitions
Emergency Solutions Grant funding can only be used to serve individuals and families who are homeless
or at risk of homelessness. For these purposes, the regulatory definitions of homelessness are provided
in 24 CFR 576.2 (provided below). It is essential that subrecipients understand these definitions and the
way client status should be documented.
See Appendix A for a handout with the homeless definitions and recordkeeping requirements, as well as
an example of a self-certification form provided by the Virginia Department of Housing and Community
Development.
At risk of homelessness means:
(1) An individual or family who:
(i) Has an annual income below 30 percent of median family income for the area, as determined by HUD;
(ii) Does not have sufficient resources or support networks, e.g., family, friends, faith-based or other social
networks, immediately available to prevent them from moving to an emergency shelter or another place
described in paragraph (1) of the “homeless” definition in this section; and
(iii) Meets one of the following conditions:
(A) Has moved because of economic reasons two or more times during the 60 days immediately preceding
the application for homelessness prevention assistance;
(B) Is living in the home of another because of economic hardship;
(C) Has been notified in writing that their right to occupy their current housing or living situation will be
terminated within 21 days after the date of application for assistance;
(D) Lives in a hotel or motel and the cost of the hotel or motel stay is not paid by charitable organizations
or by Federal, State, or local government programs for low-income individuals;
(E) Lives in a single-room occupancy or efficiency apartment unit in which there reside more than two
persons or lives in a larger housing unit in which there reside more than 1.5 persons reside per room, as
defined by the U.S. Census Bureau;
(F) Is exiting a publicly funded institution, or system of care (such as a health-care facility, a mental health
facility, foster care or other youth facility, or correction program or institution); or
(G) Otherwise lives in housing that has characteristics associated with instability and an increased risk of
homelessness, as identified in the recipient's approved consolidated plan;
(2) A child or youth who does not qualify as “homeless” under this section, but qualifies as “homeless” under
section 387(3) of the Runaway and Homeless Youth Act (42 U.S.C. 5732a(3)), section 637(11) of the Head Start
Act (42 U.S.C. 9832(11)), section 41403(6) of the Violence Against Women Act of 1994 (42 U.S.C. 14043e-2(6)),
section 330(h)(5)(A) of the Public Health Service Act (42 U.S.C. 254b(h)(5)(A)), section 3(m) of the Food and
Nutrition Act of 2008 (7 U.S.C. 2012(m)), or section 17(b)(15) of the Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15)); or
(3) A child or youth who does not qualify as “homeless” under this section, but qualifies as “homeless” under
section 725(2) of the McKinney-Vento Homeless Assistance Act (42 U.S.C. 11434a(2)), and the parent(s) or
guardian(s) of that child or youth if living with her or him.
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Homeless means:
(1) An individual or family who lacks a fixed, regular, and adequate nighttime residence, meaning:
(i) An individual or family with a primary nighttime residence that is a public or private place not designed for
or ordinarily used as a regular sleeping accommodation for human beings, including a car, park, abandoned
building, bus or train station, airport, or camping ground;
(ii) An individual or family living in a supervised publicly or privately operated shelter designated to provide
temporary living arrangements (including congregate shelters, transitional housing, and hotels and motels
paid for by charitable organizations or by federal, state, or local government programs for low-income
individuals); or
(iii) An individual who is exiting an institution where he or she resided for 90 days or less and who resided in
an emergency shelter or place not meant for human habitation immediately before entering that institution;
(2) An individual or family who will imminently lose their primary nighttime residence, provided that:
(i) The primary nighttime residence will be lost within 14 days of the date of application for homeless
assistance;
(ii) No subsequent residence has been identified; and
(iii) The individual or family lacks the resources or support networks, e.g., family, friends, faith-based or other
social networks, needed to obtain other permanent housing;
(3) Unaccompanied youth under 25 years of age, or families with children and youth, who do not otherwise
qualify as homeless under this definition, but who:
(i) Are defined as homeless under section 387 of the Runaway and Homeless Youth Act (42 U.S.C. 5732a),
section 637 of the Head Start Act (42 U.S.C. 9832), section 41403 of the Violence Against Women Act of 1994
(42 U.S.C. 14043e-2), section 330(h) of the Public Health Service Act (42 U.S.C. 254b(h)), section 3 of the Food
and Nutrition Act of 2008 (7 U.S.C. 2012), section 17(b) of the Child Nutrition Act of 1966 (42 U.S.C. 1786(b))
or section 725 of the McKinney-Vento Homeless Assistance Act (42 U.S.C. 11434a);
(ii) Have not had a lease, ownership interest, or occupancy agreement in permanent housing at any time
during the 60 days immediately preceding the date of application for homeless assistance;
(iii) Have experienced persistent instability as measured by two moves or more during the 60-day period
immediately preceding the date of applying for homeless assistance; and
(iv) Can be expected to continue in such status for an extended period of time because of chronic disabilities,
chronic physical health or mental health conditions, substance addiction, histories of domestic violence or
childhood abuse (including neglect), the presence of a child or youth with a disability, or two or more barriers
to employment, which include the lack of a high school degree or General Education Development (GED),
illiteracy, low English proficiency, a history of incarceration or detention for criminal activity, and a history of
unstable employment; or
(4) Any individual or family who:
(i) Is fleeing, or is attempting to flee, domestic violence, dating violence, sexual assault, stalking, or other
dangerous or life-threatening conditions that relate to violence against the individual or a family member,
including a child, that has either taken place within the individual's or family's primary nighttime residence or
has made the individual or family afraid to return to their primary nighttime residence;
(ii) Has no other residence; and
(iii) Lacks the resources or support networks, e.g., family, friends, faith-based or other social networks, to
obtain other permanent housing.
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Chapter 5: Eligible ESG Activities
ESG funds may be used for five program components: street outreach, emergency shelter,
homelessness prevention, rapid re-housing assistance, and HMIS; as well as administrative activities (up
to 7.5% of a recipient’s allocation can be used for administrative activities).

Street Outreach

Essential Services related to reaching out to unsheltered homeless individuals and families, connecting
them with emergency shelter, housing, or critical services, and providing them with urgent, non-facilitybased care. Eligible costs include engagement, case management, emergency health and mental health
services, transportation, and services for special populations. The recipient or subrecipient must provide
services to homeless individuals and families for at least the period during which ESG funds are
provided. See 24 CFR 576.101.
For essential services related to street outreach, beneficiaries must meet the criteria under paragraph
(1)(i) of the “homeless” definition under § 576.2.

Emergency Shelter

Essential Services, including case management, child care, education services, employment assistance
and job training, outpatient health services, legal services, life skills training, mental health services,
substance abuse treatment services, transportation, and services for special populations.
Shelter Operations, including maintenance, rent, repair, security, fuel, equipment, insurance, utilities,
food, furnishings, and supplies necessary for the operation of the emergency shelter. Where no
appropriate emergency shelter is available for a homeless family or individual, eligible costs may also
include a hotel or motel voucher for that family or individual.
Renovation, including major rehabilitation or conversion, of a building to serve as an emergency shelter.
The emergency shelter must be owned by a government entity or private nonprofit organization. Note:
Property acquisition and new construction are ineligible ESG activities. See 24 CFR 576.102.
For emergency shelter, beneficiaries must meet the “homeless” definition in 24 CFR 576.2. For essential
services related to emergency shelter, beneficiaries must be “homeless” and staying in an emergency
shelter (which could include a day shelter).
Prohibition against involuntary family separation:
The age, of a child under age 18 must not be used as a basis for denying any family’s admission to an
emergency shelter that uses ESG funding or services and provides shelter to families with children
under age 18.
Minimum Habitability Standards:
Any building for which Emergency Solutions Grant (ESG) funds are used for conversion, major
rehabilitation, or other renovation, must meet state or local government safety and sanitation
standards, as applicable, and the minimum safety, sanitation, and privacy standards. Any emergency
shelter that receives assistance for shelter operations (rent, utilities, security, food, etc) must also meet
the minimum safety, sanitation, and privacy standards. For more information, see ESG Minimum
Habitability Standards for Emergency Shelters and Permanent Housing
Minimum Period of Use:
Where the grantee or subrecipient uses ESG funds solely for essential services or shelter operations, the
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grantee or subrecipient must provide services or shelter to homeless individuals and families at least for
the period during which the ESG funds are provided. These services or shelters are not limited to a
particular site or structure, so long as the site or structure serves the same type of persons originally
served with the assistance (e.g. families with children, unaccompanied youth, disabled individuals, or
victims of domestic violence) or serves homeless persons in the same area where the grantee or sub
recipient originally provided the services or shelter. The minimum period of use is 10 years in the case
of renovation or conversion that exceeds 75 percent of the value of the building before the
renovation/conversion, and 3 years if it does not meet that threshold. The minimum period of use of 10
years for major rehabilitation and conversion, must be enforced by a recorded deed or use restriction.

Homelessness Prevention

Housing relocation and stabilization services and short-and/or medium-term rental assistance as
necessary to prevent the individual or family from moving to an emergency shelter, a place not meant
for human habitation, or another place described in paragraph (1) of the homeless definition.
The costs of homelessness prevention are only eligible to the extent that the assistance is necessary to
help the program participant regain stability in their current housing or move into other permanent
housing and achieve stability in that housing. See 24 CFR 576.103.
Homelessness prevention must be provided in accordance with the housing relocation and stabilization
services requirements in §576.105, the short-term and medium-term rental assistance requirements in
§576.106, and the written standards and procedures established under §576.400.
Eligible costs include:
●
●
●

Rental Assistance: rental assistance and rental arrears
Financial assistance: rental application fees, security and utility deposits, utility payments, last
month's rent, moving costs
Services: housing search and placement, housing stability case management, landlord-tenant
mediation, tenant legal services, credit repair

For homelessness prevention assistance, beneficiaries may be individuals and families who meet the
criteria under the “at risk of homelessness” definition, or who meet the criteria in paragraph (2), (3), or
(4) of the “homeless” definition in § 576.2 and have an annual income below 30 percent of median
family income for the area, as determined by HUD.
Minimum Habitability Standards:
The grantee or subrecipient cannot use ESG funds to help a program participant remain or move into
housing that does not meet the minimum habitability standards. For more information, see ESG
Minimum Habitability Standards for Emergency Shelters and Permanent Housing
Reevaluation:
The recipient or subrecipient must re-evaluate the program participant's eligibility and the types and
amounts of assistance the program participant needs not less than once every 3 months for program
participants receiving homelessness prevention assistance.
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Rapid Re-Housing

Housing relocation and stabilization services and/or short-and/or medium-term rental assistance as
necessary to help individuals or families living in shelters or in places not meant for human habitation
move as quickly as possible into permanent housing and achieve stability in that housing. See 24 CFR
576.104
The rapid re-housing assistance must be provided in accordance with the housing relocation and
stabilization services requirements in §576.105, the short- and medium-term rental assistance
requirements in §576.106, and the written standards and procedures established under §576.400.
Eligible costs include:
●
●
●

Rental Assistance: rental assistance and rental arrears
Financial Assistance: rental application fees, security and utility deposits, utility payments, last
month's rent, moving costs
Services: housing search and placement, housing stability case management, landlord-tenant
mediation, tenant legal services, credit repair

For rapid re-housing assistance, beneficiaries may be program participants who meet the criteria under
paragraph (1) of the “homeless” definition in § 576.2 or who meet the criteria under paragraph (4) of
the “homeless” definition and live in an emergency shelter or other place described in paragraph (1) of
the “homeless” definition.
Minimum Habitability Standards:
The grantee or subrecipient cannot use ESG funds to help a program participant remain or move into
housing that does not meet the minimum habitability standards. For more information, see ESG
Minimum Habitability Standards for Emergency Shelters and Permanent Housing
Reevaluation:
The recipient or subrecipient must re-evaluate the program participant's eligibility and the types and
amounts of assistance the program participant needs not less than once annually for program
participants receiving rapid re-housing assistance.

Data Collection (HMIS)

ESG funds may be used to pay for the costs of participating in and contributing to the HMIS designated
by the Continuum of Care for the area.
Eligible costs include:









Purchasing or leasing computer hardware;
Purchasing software or software licenses;
Purchasing or leasing equipment, including telephones, fax machines, and furniture;
Obtaining technical support;
Leasing office space;
Paying charges for electricity, gas, water, phone service, and high-speed data transmission
necessary to operate or contribute data to the HMIS;
Paying salaries for operating HMIS;
Paying costs of staff to travel to and attend HUD-sponsored and HUD-approved training on
HMIS and programs authorized by Title IV of the McKinney-Vento Homeless Assistance Act;
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Paying staff travel costs to conduct intake; and
Paying participation fees charged by the HMIS Lead, if the recipient or subrecipient is not the
HMIS Lead. The HMIS Lead is the entity designated by the Continuum of Care to operate the
area's HMIS.

Additional costs may be eligible for HMIS Lead agencies. See 24 CFR 576.107

Administration

Up to 7.5 percent of a recipient's allocation can be used for Administrative activities. These include
general management, oversight, and coordination; reporting on the program; the costs of providing
training on ESG requirements and attending HUD-sponsored ESG trainings; the costs of preparing and
amending the ESG and homelessness-related sections of the Consolidated Plan, Annual Action Plan, and
CAPER; and the costs of carrying out environmental review responsibilities.
State recipients must share administrative funds with their subrecipients that are local governments,
and may share administrative funds with their subrecipients that are nonprofit organizations.
Employee compensation and other overhead costs related to directly carrying out: Street Outreach;
Emergency shelter; Homeless Prevention; Rapid Re-housing; and HMIS are eligible program
components and are not subject to the Administration expenditure limit.

Ineligible Activities
The intent of ESG is to provide funding for housing or emergency shelter expenses to assist persons who
are homeless or would be homeless if not for this assistance. Case managers should work to link
program participants to resources available through other programs. .
ESG funds may not be used to pay for any of the following items:
●
●
●
●
●
●

Cash assistance to program participants
Financial assistance to a household for a purpose and time period supported by another source
Rent or utility assistance longer than 24 months during any 3-year period
Property acquisition and new construction
Mortgage costs or costs to assist with any fees, taxes, or other costs of refinancing a mortgage
Late fees; The recipient or subrecipient is solely responsible for paying late payment penalties
that it incurs with non-ESG funds.
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Chapter 6: Other ESG Requirements
Fair Market Rent and Rent Reasonableness (24 CFR 576.106(d))
Rental assistance cannot be provided unless the rent does not exceed the Fair Market Rent established
by HUD, as provided under 24 CFR part 888, and complies with HUD's standard of rent reasonableness,
as established under 24 CFR 982.507. These rent restrictions are intended to make sure that program
participants can remain in their housing after their ESG assistance ends.
For purposes of calculating, rent equals the sum of the total monthly rent for the unit, any fees required
for occupancy under the lease (other than late fees and pet fees) and, if the tenant pays separately for
utilities, the monthly allowance for utilities (excluding telephone) established by the public housing
authority for the area in which the housing is located.
These rules apply regardless of whether a household is seeking to maintain its current housing
(Homelessness Prevention), or if the household is exiting homelessness into new housing (Rapid
ReHousing.
To aid in understanding the rules and implementing them, HUD has released Rent Reasonableness and
Fair Market Rent Under the Emergency Solutions Grants Program. It explains the requirements and
addresses how to determine whether the unit cost exceeds or does not exceed FMR, how to calculate
the gross rent amount, and tips for determining and documenting compliance.
Exceptions: The rent restrictions discussed in the ESG Interim Rule at 24 CFR 576.106(d) do not apply
when ESG funds are being used solely for rental arrears assistance. Furthermore, they do not apply
when a program participant receives only financial assistance or services under Housing Stabilization
and Relocation Services. This includes rental application fees, security deposits, an initial payment of
“last month’s rent,” utility payments/deposits, and/or moving costs, housing search and placement,
housing stability case management, landlord-tenant mediation, legal services, and credit repair. (Note:
“Last month’s rent” may not exceed the rent charged for any other month; security deposits may not
exceed 2 months’ rent.)

Client Confidentiality
Confidentiality of all records is required. All records containing personally identifying information of any
applicant for and/or recipient of ESG assistance will be kept secure and confidential. The Subrecipient
should take care to redact unnecessary Personally Identifiable Information prior to submitting any
documentation to the City of Norfolk for review.
The ESG Program protects client confidentiality in the following ways.
1. Clients will interact solely with program staff and will not have personal contact with Federal
Program Management Division administrative personnel. The program staff will keep client
names and personal information confidential except as it is necessary to discuss cases with a
supervisor or with other program or administrative staff for the purpose of case coordination.
2. When Federal Program Management Division personnel communicate about client services via
email they will not share names or social security numbers. Instead they use client I.D. codes.
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3. Federal Program Management Division personnel will sign confidentiality agreements, and will
not discuss program clients with anyone except as necessary with other Federal Program
Management Division staff.
4. HMIS data reports will present project data in aggregate form with no identifying information.
5. HMIS data systems will be encoded so that client information is kept secure.
6. Subrecipients must inform clients about their rights regarding personal information and sign
consent forms

Protection for victims of domestic violence, dating violence, sexual assault, or stalking.
The core statutory protections of VAWA that prohibit denial or termination of assistance or eviction
solely because an applicant or tenant is a victim of domestic violence, dating violence, sexual assault, or
stalking applied upon enactment of VAWA 2013 on March 7, 2013. The VAWA regulatory requirements
under 24 CFR part 5, subpart L apply to all eligibility and termination decisions that are made with
respect to ESG rental assistance on or after December 16, 2016. The recipient must ensure that the
requirements under 24 CFR part 5, subpart L, are included or incorporated into rental assistance
agreements and leases as provided in §576.106(e) and (g). Requirements related to VAWA are found in
24 CFR 576.409.

Homeless Participation
The grantee must provide for the participation of not less than one homeless individual or formerly
homeless individual on the board of directors or other equivalent policymaking entity of the grantee, to
the extent that the entity considers and makes policies and decisions regarding any facilities, services, or
other assistance that receive funding under Emergency Solutions Grant (ESG).
If the grantee is unable to meet requirement under paragraph (a), it must instead develop and
implement a plan to consult with homeless or formerly homeless individuals in considering and making
policies and decisions regarding any facilities, services, or other assistance that receive funding under
Emergency Solutions Grant (ESG).
To the maximum extent practicable, the grantee or subrecipient must involve homeless individuals and
families in constructing, renovating, maintaining, and operating facilities assisted under ESG, in
providing services assisted under ESG, and in providing services for occupants of facilities assisted under
ESG. This involvement may include employment or volunteer services.

Environmental Review
Emergency Solutions Grant recipients and subrecipients are subject to the Environmental Requirements
found at 24 CFR Part 58. For more information refer to the Environmental Review section of this manual,
and HUD’s guide to the Levels of Environmental Review for ESG Components.

Lead-based Paint Requirements
The Lead-Based Paint Poisoning Prevention Act (42 U.S.C. 4821-4846), the Residential Lead-Based Paint
Hazard Reduction Act of 1992 (42 U.S.C. 4851-4856), and implementing regulations in 24 CFR part 35,
subparts A, B, H, J, K, M, and R apply to all shelters assisted under ESG program and all housing occupied
by program participants.

33

The lead-based paint requirements exist to protect vulnerable families from potential health hazards.
To prevent lead-poisoning in young children, agencies must comply with these rules. For more
information, refer to the HUD Exchange Lead-Based Paint Resources Guide.
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Chapter 7: HOME Investment Partnerships Overview
The HOME Program was created by the National Affordable Housing Act of 1990 (NAHA), and is referred
to as the HOME Investment Partnerships Act. The Act has been amended several times. Implementing
regulations can be found at Title 24 Code of Regulations, Part 92, as amended (The Final Rule). HUD CPD
Notices also provide detailed guidance on a specific subject by explaining how the HOME program
regulations should be interpreted or applied.
HOME is the largest Federal block grant to state and local governments designed exclusively to create
affordable housing for low‐income households.
The intent of the HOME Program is to:
 Provide decent affordable housing to lower‐income households,
 Expand the capacity of nonprofit housing providers,
 Strengthen the ability of state and local governments to provide housing; and
 Leverage private‐sector participation.
In general, under the HOME Investment Partnerships Program, HUD allocates funds by formula
among eligible State and local governments to strengthen public‐private partnerships and to expand
the supply of decent, safe, sanitary, and affordable housing, with primary attention to rental housing,
for very low‐income and low‐income families.
State and local governments that become participating jurisdictions may use HOME funds
to carry out multi‐year housing strategies through acquisition, rehabilitation, and new construction of
housing, and tenant‐based rental assistance. Participating jurisdictions may provide assistance in a
number of eligible forms, including loans, advances, equity investments, interest subsidies and other
forms of investment that HUD approves.
Match Requirement
Subrecipients must contribute or match no less than 25 cents for each dollar of HOME funds spent on
affordable housing. The matching contribution adds to the resources available for HOME-assisted or
HOME-eligible projects, and must come in the form of a permanent contribution to affordable housing.
Generally, investments from state or local governments or the private sector qualify as matching
contributions, whereas federal funds (such as CDBG) do not qualify.
Eligible sources of a match for HOME funds include: cash; donated construction materials or volunteer
labor; value of donated land or real property; value of foregone interest, taxes, fees, or charges levied by
public or private entities; investments in on-or offsite improvements; proceeds from bond financing; the
cost of supportive services provided to families living in HOME units; and the cost of homebuyer
counseling to families purchasing HOME-assisted units.
The HOME statute provides for a reduction of the matching contribution requirement under three
conditions: 1) fiscal distress; 2) severe fiscal distress; and 3) for Presidentially-declared major disasters
covered under the Stafford Act. Subrecipients should review whether the City of Norfolk qualifies for the
reduced match requirement each year. For more information on Match requirements, see 24 CFR 92.218
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Typical Partners
The HOME Program requires participating jurisdictions to maintain some existing partnerships and to
forge many new ones. Partners play different roles at different times, depending upon the project or
activity being undertaken. Typical partners include:








Local Governments
Community Housing Development Organization
Subrecipients
Developers, owners, and sponsors
Private lenders
Faith-based organizations
Third-party contractors
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Chapter 8: HOME Eligible Activities
HOME funds may be used to develop and support affordable rental housing and homeownership
affordability through:
 Acquisition (including assistance to homebuyers)
 Tenant-based rental assistance to eligible household(s), including security deposits;
 Operating expenses of community housing development organizations.
 New construction (includes adding additional units to an existing structure), Reconstruction, or
rehabilitation of non-luxury housing with suitable amenities, including related costs such as:
o Real property acquisition,
o Site improvements,
o Demolition, and
o Other eligible expenses including financing costs, relocation expenses of any displaced
persons, families, businesses, or organizations.
All housing supported with HOME funds must be permanent or transitional housing. The specific eligible
costs for these activities are set forth in 24 CFR 92.206 through 209. The activities and costs are eligible
only if the housing meets the property standards as outlined at 24 CFR 92.251 upon project completion.
HOME-assisted rental housing must comply with certain rent limitations. HOME rent limits are published
each year by HUD. The program also establishes maximum per unit subsidy limits and homeownership
value limits.
Maximum Value
HOME investments are for modest housing. Thus, HOME imposes maximum value limits on owner
occupied and homebuyer units. The maximum purchase price may not exceed 95 percent of the median
purchase price of homes purchased in the area. In the case of a purchase-rehabilitation project, the
value of the property after rehabilitation may not exceed 95 percent of the area median purchase price
for that type of housing. The after-rehabilitation value estimate should be completed prior to
investment of HOME funds.
Property Standards
HOME-funded properties must meet certain minimum property standards.
• State and local standards. State and local codes and ordinances apply to any HOME-funded
project regardless of whether the project involves acquisition, rehabilitation, or new
construction.
• Model codes. For rehabilitation or new construction projects where there are not state or local
building codes, the recipient must use one of three national model codes.
• Housing quality standards. For acquisition-only projects, if there are no state or local codes or
standards, the recipient must enforce Housing Choice Voucher Housing Quality Standards
(previously Section 8 HQS).
• Rehabilitation standards. Each recipient must develop written rehabilitation standards to apply
to all HOME-funded rehabilitation work. These standards are similar to work specifications, and
generally describe the methods and materials to be used when performing rehabilitation
activities.
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Eligible Properties:
 1-4 Single family unit homes
 Condominiums/Cooperatives
 Acquisition, rehabilitation, or new construction of affordable multi-family rental housing.
 Group Homes
 Transitional Housing & Single Room Occupancy Units
 Permanent Supportive Housing
 May be one or more buildings on a single site, but project must be assisted with HOME funds as
a single undertaking.
A HOME assisted project that is terminated before completion, either voluntarily or otherwise,
constitutes an ineligible activity and will be subject to recapture.
HOME Subsidy Layering and Underwriting Policy
Before committing funds to a project, The City must evaluate the proposal to determine that there will
be a reasonable level of profit or return on owner's or developer's investment in a project and that no
more HOME funds is invested, alone or in combination with other governmental assistance, than is
necessary to provide quality affordable housing that is financially viable for the entire affordability
period. This evaluation will include:
 An examination of the sources and uses of funds for the project and a determination that the
costs are reasonable; and
 An assessment, at minimum, of the current market demand in the neighborhood in which the
project will be located, the experience of the developer, the financial capacity of the developer,
and firm written financial commitments for the project.
 For projects involving rehabilitation of owner-occupied housing units a market analysis or
evaluation of developer capacity is not required.
 For projects involving HOME-funded down payment assistance and which do not include HOMEfunded development activity, a market analysis or evaluation of developer capacity is not
required.
 The City may rely upon the guidelines developed and/or evaluations conducted by other
agencies, such as when Low Income Housing Tax Credits (LIHTC) or other HUD program funding,
are used.
 Applicants seeking HOME funds are required to submit to the City’s Department of Housing and
Community Development
 Commitment letters with all terms and conditions for the following:
o Mortgages
o Grants and/or other governmental assistance
o Subordination agreements
o Bridge (interim) loans
o Investment tax credits (historic, low-income, if applicable)
o Copy of partnership agreement (if the applicant is a partnership), which indicates the
cash contributions by the general partners and/or limited partners
Note: The proceeds from the sale of tax credits must be identified as a source of funding.
Documentation to verify the sources indicated in the Template including:
 Earnest money agreement, option or closing statement for land and/or buildings
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Construction cost estimate
Construction contract or preliminary bids
Agreements governing the various reserves which are capitalized at closing (to verify that the
reserves cannot be withdrawn later as fees or distributions)
Appraisal (to substantiate the value of land and property after rehabilitation/construction)

If low-income housing tax credits are utilized, documentation on the syndication costs (legal,
accounting, tax opinion, etc.) from the organization /individual who will syndicate and sell the offering
to ensure that the project can support the fees necessary to syndicate/fund the project. All assumptions
in the offering should be verified in the supporting documentation.
If the documentation is not adequate and does not support the costs as stated, the City will request
additional documentation or a second opinion and/or reference from an appropriate source, such as
another construction cost estimator, architect, or lawyer. When required documentation cannot be
obtained, the City may deny HOME funding for the project.
Site and Neighborhood Standards for Potential HOME Rental Projects:
Proposed sites for potential HOME rental projects must meet the following site and neighborhood
standards:
• Be adequate to accommodate the number and type of units proposed;
• Have sufficient utilities and streets to service the site;
• Be in full compliance with the applicable provisions of Title VI of the Civil Rights Act of 1964,
Title VIII of the Civil Rights Act of 1968, E.O. 11063;
• Promote greater choice of housing opportunities;
• Avoid undue concentration of assisted persons in areas containing a high proportion of lowincome persons.
• Be accessible to social, recreational, educational, commercial, and health facilities and services,
• Be accessible to municipal facilities and services that are at least equivalent to those typically
found in neighborhoods consisting largely of unassisted, standard housing of similar market
rents.
• Be so located to places of employment providing a range of jobs for lower income workers.
• The neighborhood must not be one which is seriously detrimental to family life or other
undesirable conditions predominate, unless there is actively in progress a concerted program to
remedy the undesirable conditions.
• The site must not be located in an area of minority concentration, except as permitted below:
• Sufficient, comparable opportunities exist for housing for minority families, in the income range
to be served by the proposed project, outside areas of minority concentration; or
• The project is necessary to meet overriding housing needs that cannot be met in that housing
market area.
Please refer to 24 CFR 983.6 for more details regarding utilization of the exceptions listed above.

Eligible Project Costs
HOME funds may be used to pay the following eligible costs:
 Acquisition Costs
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Development Hard Costs
Related Soft Costs
Community Housing Development Organization Costs
Relocation Costs

If a property supported (acquired, rehabilitated, etc) with HOME funds is ultimately unable to provide
affordable housing in accordance with HUD regulations, the project will be deemed ineligible and
subject to the recapture of HOME funds. These project costs are explained in further detail in the
following pages.
Acquisition Costs:
 Includes costs of acquiring improved or unimproved real property.
 Acquisition of vacant land or demolition can only be undertaken for particular housing project
intended to provide affordable housing.
 Costs to make utility connections to an adjacent street or to make improvements to the project
site, in accordance with the provisions of § 92.206(a)(3)(ii) and (iii) are also eligible in connection
with acquisition of standard housing.
Development Hard Costs:
 Includes the actual cost of constructing or rehabilitating housing.
 New Construction: Project costs must meet the City of Norfolk Construction Standards attached
to this document.
 Rehabilitation: Project costs must meet the City of Norfolk Construction Standards attached to
this document. Demolition of Existing Structures (Remember that Uniform Relocation Act
applies)
 Creation of utility connections including off-site connections from the property line to the
adjacent street.
 Improvements to the project site (only property owned by the project owner, where the project
is located) that is in keeping with improvements of surrounding, standard projects. Including:
o On-site roads
o Sewer Lines
o Water lines
 Costs to construct or rehabilitate laundry and/or community facilities located in the same
building as the housing for the use of project residents (only applicable to multi-unit RENTAL
housing).
All costs must be necessary to the development of the project.
New Construction:
 Manufactured Housing: HOME funds may be used to purchase manufactured housing units or
purchase the land upon which a manufactured housing unit is located. City of Norfolk Home
funds shall not be used to rehabilitate manufactured housing units. Any manufactured housing
unit purchased with HOME funds must, at the time of project completion, be connected to
permanent utility hook-ups and be located on land that is owned by the manufactured housing
unit owner or land for which the manufactured housing owner has a lease for a period at least
equal to the applicable period of affordability.
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Soft Costs:
 Costs include other reasonable and necessary costs incurred by the owner and associated with
the financing, or development (or both) of new construction, rehabilitation or acquisition of
housing assisted with HOME funds. These costs include, but are not limited to:
o Architectural Services;
o Engineering Services;
o Preparation of plans, drawings, specifications, or work write-ups;
o Costs to process and settle the financing for a project;
o Private lender origination fees;
o Credit reports;
o Fees for title evidence;
o Fees for recordation;
o Filing of legal documents;
o Building permits;
o Attorney’s fees;
o Private appraisal fees;
o Fees for an independent cost estimate;
o Builders or developers fees;
o Costs of a project audit
o Affirmative marketing and fair housing information to prospective homeowners and
tenants;
o Staff and overhead costs directly related to carrying out the project, such as:
 Work specifications preparation,
 Loan processing inspections, and
 Other services related to assisting potential owners, tenants, and homebuyers.
 Housing counseling (only for individuals who ultimately occupy a HOME unit)
 All costs must be reasonable and thoroughly documented (including timesheets
detailing actual time worked on HOME activities).
o For both new construction and rehabilitation, costs for the payment of impact fees that
are charged for all projects within a jurisdiction.
o Costs of environmental review and release of funds in accordance with 24 CFR Part 58
which are directly related to the project.
o Cost of funding an initial operating deficit reserve, not to exceed 18 months (ONLY
eligible for new construction or rehabilitation projects):
 Only can be used to pay project operating expenses, scheduled payments to a
replacement reserve, and debt service.
 Any HOME funds placed in an operating deficit reserve that remains
unexpended after the period of project rent-up may be retained for project
reserves.
o Relocation costs (for persons displaced by the project):
 Replacement housing payments
 Moving expenses
 Other reasonable out-of-pocket costs incurred in the temporary relocation of
persons.
 Staff time associated with providing relocation to displaced persons (including
referrals housing search assistance, property
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o

inspections, counseling, and other assistance necessary to minimize hardship).
Payment of Construction Loan, Bridge Financing, or Guaranteed Loan (principle &
interest), if:
 The Project meets all HOME requirements and the loan was used for eligible
costs specified in HOME Regulations and this policies and procedures manual;
and
 The HOME assistance is part of the original financing for the project.

Community Housing Development Organization (CHDO) Costs:
 A CHDO is defined as a private, nonprofit organization that meets a series of qualifications
prescribed in the HOME regulations at 24 CFR Part 92.2.
 The HOME New Rule requires that CHDO’s have paid staff with demonstrated capacity
appropriate to the CHDO’s role (this requirement cannot be met through volunteer, donated
staff, shared staff, or board members).
 CHDO status must be recertified regularly by the City of Norfolk.
 In an owner or developer role, the CHDO must own the HOME-assisted housing in fee simple
absolute or have a long term ground lease.
 Costs include operating expense and capacity building costs for eligible CHDO’s.
 Operating expenses means reasonable and necessary costs for the operation of the community
housing development organization, such costs include:
o Salaries, wages, and other employee compensation and benefits;
o Employee education,
o Training, and travel;
o Rent;
o Utilities;
o Communication costs;
o Taxes; insurance;
o Equipment; and
o Materials and supplies.
Costs DO NOT include operating expenses incurred by a CHDO acting as a subrecipient or contractor
under the HOME Program.
Tenant Based Rental Assistance:
Eligible costs include the rental assistance and security deposit payments made to provide tenant-based
rental assistance for eligible households.
Administration of tenant-based rental assistance is generally eligible only under Administrative Expenses
(subject to administrative CAP). Specific exceptions will apply where costs for income certifications and
unit inspections can be directly assigned to individual projects.
Ineligible Activities
HOME funds shall not be used to:




Provide project reserve accounts, except as provided in § 92.206(d)(5), or operating subsidies;
Provide tenant-based rental assistance for the special purposes of the existing section 8
program, in accordance with section 212(d) of the Act;
Provide non-federal matching contributions required under any other Federal program;
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Provide assistance authorized under section 9 of the 1937 Act (Public Housing Capital and
Operating Funds);
Provide assistance to eligible low-income housing under 24 CFR part 248 (Prepayment of Low
Income Housing Mortgages), except that assistance may be provided to priority purchasers as
defined in 24 CFR 248.101;
Provide assistance (other than tenant-based rental assistance or assistance to a homebuyer to
acquire housing previously assisted with HOME funds) to a project previously assisted with
HOME funds during the period of affordability established by the participating jurisdiction in the
written agreement under §92.504. However, additional HOME funds may be committed to a
project up to one year after project completion (see § 92.502), but the amount of HOME funds
in the project may not exceed the maximum per-unit subsidy amount established under §
92.250.
Pay for the acquisition of property owned by the City of Norfolk, except for property acquired by
the participating jurisdiction with HOME funds, or property acquired in anticipation of carrying
out a HOME project; or Pay delinquent taxes, fees or charges on properties to be assisted with
HOME funds.
Pay for any cost that is not eligible under §§ 92.206 through 92.209.
Support activities in connection with litigation involving discrimination or fair housing are set
forth in section 224 of the Act.

Long-Term Affordability:
To ensure investments provide affordable housing over the long term, rent and occupancy restrictions
continue throughout the period of Affordability.
The minimum length of an affordability period depends on the amount of the HOME investment in the
property and the nature of the activity:
HOME Investment per Unit
Less than $15,000
$15,000-$40,000
More than $40,000
New Construction of rental housing
Refinancing of rental housing

Affordability Period
5 years
10 years
15 years
20 years
15 years

Throughout the period of affordability, income eligible households must occupy the assisted units.
When designated rental units become vacant during the period of affordability, subsequent tenants
must be income eligible and must be charged the applicable rent.
If a home purchased with HOME assistance is sold during the period of affordability, recapture
provisions, outlined in the Homebuyer section below, apply to ensure the continued provision of
affordable housing.

Income Eligibility and Verification:
Beneficiaries of HOME funds—homebuyers, homeowners or tenants—must be low-income or very lowincome. “Low-income” is defined as an annual income that does not exceed 80 percent of area median
income, as adjusted by household size. “Very low income” is defined as having an annual income that
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does not exceed 50 percent of area median income, as adjusted by household size. A household’s
income eligibility is determined based on its annual income. Annual income is the gross amount of
income anticipated by all adults in the household during the 12 months following the effective date of
the determination. To calculate annual income, Subrecipients may choose from:
•
•

Section 8 annual (gross) income. Annual income determinations are based on the Part 5
definition of annual income. Note that this definition is now known as Part 5.
IRS adjusted gross income. The calculation for “adjusted gross income” outlined in the Federal
income tax IRS Form 1040.

Note: The Low Income Housing Tax Credit (LIHTC) Program requires the use of the Part 5 definition of
income; therefore, projects that use both HOME and LIHTCs can use the Part 5 definition and comply
with the requirements of both programs.
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Chapter 9: Other HOME Requirements
Lease Requirements
The lease between a tenant and an owner of rental housing assisted with HOME funds must be for not
less than one year, unless by mutual agreement between the tenant and the owner.
Prohibited lease terms. The lease may not contain any of the following provisions:
• Agreement to be sued. Agreement by the tenant to be sued, to admit guilt, or to a judgment in
favor of the owner in a lawsuit brought in connection with the lease;
• Treatment of property. Agreement by the tenant that the owner may take, hold, or sell
personal property of household members without notice to the tenant and a court decision on
the rights of the parties. This prohibition, however, does not apply to an agreement by the
tenant concerning disposition of personal property remaining in the housing unit after the
tenant has moved out of the unit. The owner may dispose of this personal property in
accordance with State law;
• Excusing owner from responsibility. Agreement by the tenant not to hold the owner or the
owner’s agents legally responsible for any action or failure to act, whether intentional or
negligent;
• Waiver of notice. Agreement of the tenant that the owner may institute a lawsuit without
notice to the tenant;
• Waiver of legal proceedings. Agreement by the tenant that the owner may evict the tenant or
household members without instituting a civil court proceeding in which the tenant has the
opportunity to present a defense, or before a court decision on the rights of the parties;
• Waiver of a jury trial. Agreement by the tenant to waive any right to a trial by jury;
• Waiver of right to appeal court decision. Agreement by the tenant to waive the tenant’s right to
appeal, or to otherwise challenge in court, a court decision in connection with the lease; and
• Tenant chargeable with cost of legal actions regardless of outcome. Agreement by the tenant to
pay attorney’s fees or other legal costs even if the tenant wins in court proceeding by the owner
against the tenant. The tenant, however, may be obligated to pay costs if the tenant loses.
• Termination of tenancy. An owner may not terminate the tenancy or refuse to renew the lease
of a tenant of rental housing assisted with HOME funds except for serious or repeated violation
of the terms and conditions of the lease; for violation of applicable Federal, State, or local law;
for completion of the tenancy period for transitional housing; or for other good cause. To
terminate or refuse to renew tenancy, the owner must serve written notice upon the tenant
specifying the grounds for the action at least 30 days before the termination of tenancy.

Construction Standards
Housing that is constructed or rehabilitated with HOME funds must meet all applicable local codes,
rehabilitation standards, ordinances, and zoning ordinances at the time of project completion.
All other HOME-assisted housing (e.g., acquisition) must meet all applicable State and local housing
quality standards and code requirements and if there are no such standards or code requirements, the
housing must meet the housing quality standards in 24 CFR 982.401.
The housing must meet the accessibility requirements at 24 CFR part 8, which implements Section 504
of the Rehabilitation Act of 1973 (29 U.S.C. 794) and covered multifamily dwellings, as defined at 24 CFR
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100.201, must also meet the design and construction requirements at 24 CFR 100.205, which implement
the Fair Housing Act (42 U.S.C. 3601-3619).
Construction of all manufactured housing must meet the Manufactured Home Construction and Safety
Standards established in 24 CFR Part 3280. These standards pre-empt State and local codes covering the
same aspects of performance for such housing.
An owner of rental housing assisted with HOME funds must maintain the housing in compliance with all
applicable State and local housing quality standards and code requirements and if there are no such
standards or code requirements, the housing must meet the housing quality standards in 24 CFR
982.401.
The following requirements apply to housing for homeownership that is to be rehabilitated after
transfer of the ownership interest. Before the transfer of the homeownership interest, the City of
Norfolk or Subrecipient will:
• Inspect the housing for any defects that pose a danger to health; and
• Notify the prospective purchaser of the work needed to cure the defects and the time by which
defects must be cured and applicable property standards met.
The housing must be free from all noted health and safety defects before occupancy and not later than
6 months after the transfer.

Environmental Review
HOME recipients and subrecipients are subject to the Environmental Requirements found at 24 CFR Part
58.

Lead-based Paint Requirements
The Lead-Based Paint Poisoning Prevention Act (42 U.S.C. 4821-4846), the Residential Lead-Based Paint
Hazard Reduction Act of 1992 (42 U.S.C. 4851-4856), and implementing regulations in 24 CFR part 35,
subparts A, B, H, J, K, M, and R apply to projects assisted under HOME program.
The lead-based paint requirements exist to protect vulnerable families from potential health hazards.
To prevent lead-poisoning in young children, agencies must comply with these rules. For more
information, refer to the HUD Exchange Lead-Based Paint Resources Guide.

Fair Housing:
Recipients of HOME funds are held to Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d-2000d-4),
the Fair Housing Act (42 U.S.C. 3601 et seq.), E.O. 11063 20Title VI of the Civil Rights Act of 1964, P. L.
88-352 and the regulations of HUD with respect thereto, including 24 CFR, Parts 1.
Section 109 of the HCD Act of 1974, Title I, prohibits discrimination on the basis of race, color, national
origin, disability, age, religion, and sex within Community Development Block Grant (CDBG) programs or
activities. http://www.hud.gov/progdesc/sec-109.cfm
See also in this manual: Davis-Bacon Act, Affirmative Outreach, and Uniform Relocation Assistance
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Chapter 10: Uniform Relocation Act and 104(d)

Whenever Federal funds are used in a project involving the acquisition, rehabilitation or demolition of
real property, a Federal law known as the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (URA) generally applies. In some cases, the use of CDBG or HOME funds in a project
involving the demolition or conversion of lower income dwellings may also trigger another Federal law
under Section 104(d) of the Housing and Community Development Act of 1974 (Section 104(d)).


The URA establishes minimum requirements for the acquisition of real property and the
displacement of persons from their homes, businesses or farms as a result of acquisition,
rehabilitation or demolition for a federally-funded project. The URA requires relocation
assistance and payments to be provided to all eligible displaced persons. 49 Code of Federal
Regulations (CFR) Part 24 are the government-wide regulations that implement the URA.



Section 104(d) establishes minimum requirements for the displacement of lower income
persons who, in connection with a HOME or CDBG funded activity, are displaced as a result of
demolition or conversion of a lower income dwelling. Section 104(d) requires relocation
assistance and payments to be provided to all eligible displaced lower income persons. Although
the relocation payments and assistance under section 104(d) are generally similar to the URA,
there are some important differences. It is also important to note that section 104(d) requires
the replacement on a one-for-one basis of lower income dwellings demolished or converted to
another use other than lower income housing in connection with a HOME or CDBG funded
activity. 24 Code of Federal Regulations (CFR) Part 42 are the HUD regulations that implement
Section 104(d) requirements.

Relocation Requirements Applicability

An agency’s obligation to provide required relocation assistance and payments under the URA and
section 104(d) is dependent on the program activities that result in the displacement of persons from
their homes, businesses or farms.


Three activities may cause the URA requirements to apply – acquisition, rehabilitation and/or
demolition. URA relocation requirements generally apply when displacement occurs as a direct
result of any one of these activities for a federally-funded project.



Distinct from the URA, section 104(d) requirements may be triggered by the demolition or
conversion of lower-income dwelling units. Activities that involve acquisition alone do not
trigger 104(d) though they may trigger the URA. Rehabilitation activities that cause conversion
or demolition may trigger 104(d) requirements. Generally, section 104(d) requirements may
apply when HOME or CDBG assistance is used for a project involving demolition or conversion.

Relocation Obligations

When a federally-funded project causes people to move from their homes, businesses, or farms, eligible
displaced persons must be provided with relocation assistance and payments. “Displaced person” is a
term used to refer to residential and nonresidential (businesses, farms, and nonprofit organizations)
owners and tenants who must relocate due to a project.
For residential displacements, agencies must:
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Provide relocation advisory services
Provide a minimum 90 days written notice to vacate prior to requiring possession
Reimburse for moving expenses
Provide payments for the added cost of renting or purchasing comparable replacement housing

For nonresidential displacements, agencies must:
 Provide relocation advisory services
 Provide a minimum 90 days written notice to vacate prior to requiring possession
 Reimburse for moving and reestablishment expenses
Eligible lower income displaced persons may choose assistance based on either section 104(d) or the
URA. 104(d) relocation assistance and payments are similar to URA relocation assistance and payments,
in fact, relocation advisory services, moving expense payments and a number of other requirements are
identical to the URA. However, there are a number of differences.
Agencies must ensure compliance with all applicable statutory and regulatory requirements for HUDfunded programs and projects. The URA and section 104(d) statute, regulations and other helpful
materials, including contact information for HUD’s Regional Relocation Specialists, may be found on
HUD’s Real Estate Acquisition and Relocation Web Site at: http://www.hud.gov/relocation. Another
resource is this guide for Planning and Budgeting Relocation Costs for HUD-Funded Projects.
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Chapter 11: Application and Award Process
There is no regulatory requirement that the City of Norfolk formally assess prospective subrecipients,
nor hold a competitive application process each year. In fact, the city’s authority to “designate” funding
to a subrecipient is one of the features of a subrecipient that distinguishes it from a contractor (2 CFR §
200.330).
The Department of Housing and Community Development may choose to use the option of issuing a
solicitation for applications for services from prospective subrecipients. If the NDHCD does choose to
release a solicitation it is generally made available late fall or early winter for the grant year beginning
the following July. Notice of availability of the application may be communicated through the city’s
website at http://www.norfolk.gov/hudentitlement, by email, and/or through other official channels
such as a newspaper notice or city social media pages. The notice will include the deadline for
submissions.

Eligibility Review
To ensure potential subrecipients and activities are eligible, meet a National Objective (CDBG only), and
meet one of the city’s Consolidated Plan goals, an eligibility review is completed after the application
deadline and prior to inclusion in the Annual Action Plan. The eligibility review also assists staff in the
identification of any special program or financial conditions that will need to be included in the
Subrecipient Agreement.
After the receipt of applications, a team of reviewers selected by NDHCD staff reviews each application
and prepares a scoresheet. The Eligibility Review and Scoresheet covers activity eligibility, alignment
with Consolidated Plan goals, subrecipient capacity, clarity of proposal, statement of needs and
outcomes, and appropriateness of the proposed outcomes and budget.
During the eligibility review, it is important to classify CDBG activities under one of the IDIS matrix codes.
The matrix codes associate an activity with specific requirements that often differ significantly from
those of other matrix codes. For example, there is a statutory and regulatory limitation on the amount
of CDBG funds which may be used for activities assisted under the category of Public Services (Matrix
Code 05-). However, some services that are assisted under the program may also be eligible under a
category other than Public Services and, if properly classified, would therefore not be subject to the 15%
public service cap.
The statute and regulations also place special requirements on certain categories of eligible activities. An
improperly classified activity may be unnecessarily subject to additional program requirements.
Conversely, an activity may be carried out in a manner that does not meet the requirements of the
selected category, but it might be eligible under the requirements of another category that was not
selected.
As part of the review, NDHCD will consider the capacity of the subrecipient not only to conduct the
proposed program and achieve the proposed outcomes, but also their capacity to appropriately manage
the administrative and compliance requirements associated with the use of federal funds. The next
section expands on the expectations and requirements demanded of subrecipients.
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Chapter 12: Subrecipient Administrative and Financial Requirements
Subrecipients are entities that are provided CDBG, ESG, and/or HOME funds by a grantee for their use in
carrying out agreed-upon, eligible activities. In general, subrecipients are responsible for meeting all
federal requirements and regulations related to the respective HUD entitlement program as well as the
Uniform Administrative Requirements (2 CFR Part 200) unless specifically excluded or superseded by the
grant regulations. This section describes what a subrecipient is, who is eligible, and the required
administrative systems and internal controls.
There are three categories of subrecipients: Governmental Agencies, Private Non-Profits, and Private
For-Profits.






Governmental agencies are public agencies, commissions, or authorities that are independent
of the grantee’s government (for example, a public housing authority or a park district). Grantee
public agencies undertaking CDBG assisted activities are subject to the same requirements as
are applicable to subrecipients (§570.501(a)).
Private non-profits are usually, but not always, corporations, associations, agencies, or faithbased organizations with non-profit status under the Internal Revenue Code (Section 501(c)(3)),
usually with a board of directors and an executive director in charge of daily administration.
Examples of private non-profits include private social services agencies (such as those providing
job training or counseling, or day care providers), community development corporations, faithbased housing development groups, and operators of homeless shelters.
Private, for-profit entities qualify as subrecipients in limited circumstances, when facilitating
economic development by assisting microenterprises under the provisions of 24 CFR S70.201(o).

Subrecipients vs Contractors
While a subrecipient can be designated by the grantee, contractors must be selected through a
competitive procurement process. However, other than rules relating to bonding, insurance, prevailing
wages and other such provisions, most of the standard Federal administrative and monitoring
requirements (described in 24 CFR Parts 84 and 85, as applicable) do not apply to contractors, once the
procurement process is complete. Those regulations, however, must be followed, as applicable, by all
subrecipients.
Under most circumstances the distinction between a contractor and a subrecipient is clear. A
development firm hired to build a new senior center is a contractor. A community development
corporation running senior service programs at the center is a subrecipient. However, there can be
some tricky cases. For example, if the city designs and specifies eligibility for a program, then hires
(through a competitive procurement process) a non-profit to operate the day-to-day operations, the
non-profit is a contractor in this instance. The difference lies in the procurement process and in who
maintains authority over program rules and compliance.
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Faith-Based Organizations
The HUD program requirements in § 5.109 of this title apply to the CDBG, HOME, and ESG programs,
including the requirements regarding disposition and change in use of real property by a faith-based
organization.
Religious/faith-based organizations:
●
●
●
●
●

Are eligible on same basis as other organizations
Retain their independence
Must not engage in explicitly religious activities as part of HUD-funded activities
Must not discriminate based on religion or religious belief
Must not use ESG funds to rehabilitate structures used for inherently religious activities (e.g.,
chapels or sanctuaries)

If an organization engages in explicitly religious activities (including activities that involve overt religious
content such as worship, religious instruction, or proselytization), the explicitly religious activities must
be offered separately, in time or location, from the programs or activities supported by direct Federal
financial assistance and participation must be voluntary for the beneficiaries of the programs or
activities that receive direct Federal financial assistance.

Administrative Systems and Internal Controls

Once an agency enters into an agreement to accept federal funds as a subrecipient, the agency becomes
a Non-Federal Entity and is responsible for meeting both the associated internal control and policy
requirements outlined in 2 CFR 200, the Uniform Administrative Requirements.
Therefore, after being awarded funding, but before an agreement will be signed, subrecipients will be
required to demonstrate compliance by providing the following documentation:
□
□
□
□
□
□
□
□
□
□
□
□
□
□

□

IRS 501(c)3 Letter
Documentation of registration with Virginia State Corporation Commission
Most recent single audit (or, if the agency does not meet the 2 CFR 200.501(d) threshold, a
statement from a CPA)
Most recent Form 990 or 990EZ if organization in a nonprofit entity
Mission Statement
Board Roster with contact information
Current Organization Chart
Articles of Incorporation and Bylaws
Resumes of Program Administrator and Fiscal Officer
Contingency and Succession Plan
Conflict of Interest Disclosure Statement
Indirect Cost Rate documentation (if applicable)
Required Certifications (§200.415 & §200.324(c))
If a faith-based organization, an explanation for how the agency will demonstrate compliance
with 24 CFR § 5.109 and which prohibits the use of direct financial assistance on
explicitly religious activities.
Proof that organization is not debarred or suspended (SAM.gov search results)
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Policies and Procedures Manual
Subrecipients must also have on file and be ready to produce upon request a Policies and Procedures
Manual that includes the following policies:
□
□
□
□
□
□
□
□
□
□
□
□

Non-Discrimination and Equal Opportunity (§570.602 & 618;24 CFR §5.105a)
Code of Ethics (Principle 1)
Conflict of Interest (§200.318 & §570.611)
Procurement (§200.318(a))
Grievance and Termination (Staff and Clients) §570.607(a)
Confidentiality and Personally Identifiably Information (§200.303(e))
Record Retention (§570.506)
Information Technology (Principle 11)
Whistleblower (Principle 14)
Monitoring (§200.328) (if sub-sub-recipients)
Drug-Free Workplace Statement (2 CFR part 2429)
If Housing Activities Involved:
o Fair Housing (§570.611)
o Lead-Based Paint (§570.608)

Financial Management Systems
In addition, subrecipients must have a strong financial management system capable of tracking federal
expenditures. Subrecipients will be expected to be able to produce the following:
□
□
□
□
□
□
□

Accounting records that separately identifies HUD programs and awards received and expended
§200.302
Financial Status Report (Budget to Actuals) §200.302(B)(5)
Documentation of Match (if required)
Documentation of federal negotiated indirect cost rate (if applicable)
Program Income Tracking Ledger (if applicable)
Equipment Tracking Process (if applicable)
For reimbursements:
o Complete ACH forms for the processing of electronic payments
o Payroll records – timesheets and paychecks or pay register details (if applicable)
o Backup documentation (invoices, etc.)
o Proof of payment

Subrecipients should also be aware of the following procurement and record retention requirements
when considering their administrative systems:

Indirect Cost Allocation Plan Approval Process
A subrecipient’s grant award budget may include indirect costs. The NDHCD staff shall review, approve,
or deny indirect cost rate proposals submitted by subrecipients for each HUD‐funded activity for the
purpose of reimbursing indirect administrative expenses for rates already approved by a federal
cognizant agency. An approved indirect cost allocation must be in accordance with the requirements of
the Federal award to which they apply and 2 CFR part 200.414.
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All costs included in the proposal must be properly allocable to Federal awards on the basis of a
beneficial or causal relationship between expenses incurred and the agreements to which they are
allocated. The same costs that have been treated as indirect costs cannot be claimed as direct costs.
A signed certification acknowledging the appropriate use of the 10 percent de minimis indirect cost rate,
or documentation of a federally negotiated indirect cost rate, is required prior to approval of the
reimbursement of indirect costs.
De Minimis Cost Rate
Recipients and subrecipients electing the 10 percent de minimis rate must use the MTDC as the base for
this rate. According to 2 CFR §200.68, the MTDC is composed of “all direct salaries and wages, applicable
fringe benefits, materials and supplies, services, travel, sub-awards and subcontracts up to the first
$25,000 of each sub-award or sub-contract (regardless of the period of performances under the
award).”
All costs used to comprise an MTDC base (used for calculating de minimis) must be identified specifically
to a funded program or be directly assigned to such activities easily and accurately. Costs must also be
allowable under program regulations, necessary and reasonable for the performance of the
federal award, and consistent with policies and procedures that apply uniformly to both federal and
non-federal activities of the grantee (2 CFR §200.403). Once the MTDC base has been determined, the
de minimis rate of 10 percent is applied to that base, deriving total de minimis indirect costs. The
calculation of the de minimis rate is described in more detail below.
Included in MTDC base
 All direct salaries and wages, applicable fringe benefits, materials and supplies, services, travel,
and subawards
 Subawards and subcontracts up to the first $25,000 of each subaward or subcontract
(regardless of the period of performance of the subawards and subcontracts under the award)
Excluded from MTDC base
 Equipment
 Capital expenditures
 Charges for patient care
 Rental costs
 Tuition remission
 Scholarships and fellowships
 Participant support costs
 Portion of each subaward and subcontract in excess of $25,000
 Other items may only be excluded when necessary to avoid a serious inequity in the
distribution of indirect costs, and with the approval of the cognizant agency for indirect costs
For more information about calculating an indirect cost rate, HUD has provided an Indirect Cost Toolkit
for CoC and Emergency Solutions Grant Programs. Subrecipients are encouraged to reach out to NDHCD
staff with questions related to their specific grant.
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Record Retention Requirements
Record retention requirements vary under each program. The city’s general requirement is that all
subrecipients are required to retain all program and financial records for a period of not less than five
(5) years from the date of submission of the CAPER in which the specific activity is reported on for the
final time, or the resolution of all Federal audit findings, whichever occurs later. In the case of real or
personal property acquisition or improvement, this requirement may be longer. Subrecipients should
refer to their Subrecipient Agreements to determine the requirements for their specific grant award.

Preventing Duplication of Benefits

Grantees who utilize CDBG-CV (COVID-19 Supplemental CDBG funding) are required by the CARES Act to
establish and follow procedures to ensure that a duplication of benefits does not occur. A duplication of
benefits (DOB) occurs when a person, household, business, government, or other entity receives
financial assistance from multiple sources for the same purpose, and the total assistance received for
that purpose is more than the total need for assistance. All grantees are bound by the OMB Cost
Principles within 2 CFR § 200 that requires all costs to be “necessary and reasonable for the
performance of the Federal award.” To prevent DOB, subrecipients must build the following protections
into their program design:




Requirement that any person or entity receiving CDBG-CV assistance (including subrecipients
and direct beneficiaries) must agree to repay assistance that is determined to be duplicative.
This may be documented through a subrogation agreement or similar clause included in the
agreement with the person or entity.
Assess whether the use of these funds will duplicate financial assistance that is already received
or is likely to be received (such as insurance proceeds) by acting reasonably to evaluate the need
and the resources available to meet that need. Grantees should evaluate current programs
available at the local, county, state, and federal level as well as current and anticipated nongovernmental assistance from nonprofits or faith-based groups and establish lines of
communication for preventing duplication of benefits. See Appendix B for examples.

Conflicts of Interest
Subrecipients must establish and adopt safeguards to prohibit members, officers, and employees from
using positions for a purpose that is or gives the appearance of being motivated by a desire for private
gain for themselves or others, particularly those with whom they have family, business, or other ties.
Further, no member, officer, or employee of Subrecipient who exercises any functions or responsibility
with respect to the program during his or her, tenure or for one year thereafter, may have any financial
interest, direct or indirect, in any contract or subcontract, or the proceeds thereof, either for themselves
or those with whom they have family or business ties, for work to be performed in connection with the
program assisted with ESG, HOME, or CDBG funds.
Individual conflicts of interest.
For the procurement of goods and services, the recipient and its subrecipients must comply with 2 CFR
200.317 and 200.318.
Organizational conflicts of interest.
The provision of any type or amount of ESG assistance may not be conditioned on an individual's or
family's acceptance or occupancy of emergency shelter or housing owned by the recipient, the
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subrecipient, or a parent or subsidiary of the subrecipient. No subrecipient may, with respect to
individuals or families occupying housing owned by the subrecipient, or any parent or subsidiary of the
subrecipient, carry out the initial evaluation required under §576.401 or administer homelessness
prevention assistance under §576.103. Subrecipients must maintain written standards of conduct
covering organizational conflicts of interest required under 2 CFR 200.318.

Affirmative Outreach
Subrecipients must make known that use of the facilities, assistance, and services are available to all on
a nondiscriminatory basis. If it is unlikely that the procedures that the recipient or subrecipient intends
to use to make known the availability of the facilities, assistance, and services will to reach persons of
any particular race, color, religion, sex, age, national origin, familial status, or disability who may qualify
for those facilities and services, the recipient or subrecipient must establish additional procedures that
ensure that those persons are made aware of the facilities, assistance, and services. The recipient and its
subrecipients must take appropriate steps to ensure effective communication with persons with
disabilities including, but not limited to, adopting procedures that will make available to interested
persons information concerning the location of assistance, services, and facilities that are accessible to
persons with disabilities. Consistent with Title VI and Executive Order 13166, recipients and
subrecipients are also required to take reasonable steps to ensure meaningful access to programs and
activities for limited English proficiency (LEP) persons.

Subrecipient Agreements
Once an activity has been determined eligible and added to the Annual Action Plan, the city publishes
the draft Annual Action Plan in the local newspaper for public comment and holds a public hearing, in
accordance with the city’s Citizen Participation Plan. The proposed plan must also be approved by City
Council and HUD. City Council approval typically occurs in early May, in conjunction with the annual
budget ordinance. Once the Annual Action Plan has been approved by City Council and submitted to
HUD, the city will issue formal award letters to all subrecipients informing them of their award and the
anticipated effective date.
Along with award letters, NDHCD staff shall prepare written agreements for each funded activity to
disseminate all applicable federal, state, and local requirements to subrecipients and city departments
implementing awarded activities.
The written agreement is a valuable management tool for verifying compliance and monitoring
performance. The agreement explains what the subrecipient or contractor agrees to do in exchange for
receiving grant funds, including any documentation requirements to demonstrate regulatory
compliance. It shall be the responsibility of the HUD Program Specialist and their supervisor to ensure
that the necessary and proper documentation is established and referenced in the agreement. Contracts
executed with external (non-city) subrecipients will be reviewed and finalized by the Norfolk
Department of Law prior to signature and execution. Internal (City of Norfolk) subrecipients will receive
a similar Letter of Agreement (LoA), that will be reviewed by the HUD Compliance Manager prior to
signature and execution.
The city must comply with all its obligations under its agreement with HUD to assure that all agreements
contain the required provisions necessary to comply with the program regulations.
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Chapter 13: Reporting
Subrecipients with open activities are required to report to the Department of Housing and Community
Development at least quarterly, for both reimbursement requests and accomplishment/progress
reports. This is to ensure that subrecipients are maintaining an appropriate timeline to expend their
funds and achieve their proposed outcomes, as well as to provide any necessary technical assistance or
program interventions.

Reimbursement Requests
NDHCD staff shall review subrecipients’ requests for reimbursement for compliance with grant
regulations and the terms and conditions of the written agreement between the city and subrecipient or
city department. Only those requests that are fully documented and compliant shall be paid.
To ensure that grant funds are administered in accordance with the Uniform Administrative
Requirements found at 2 CFR Part 200, the city operates the grant programs on a reimbursable basis so
that all documentation necessary to demonstrate compliance with the regulations can be collected,
reviewed and filed prior to payment with federal funds. Both the city and subrecipients operate on a
reimbursement basis so that federal funds are not drawn down in IDIS until the city is certain that all
financial transactions occurred in a manner that fully documents compliance.
Although the city may provide subrecipients with the flexibility of submitting reimbursement requests
monthly (if necessary, for cash-flow purposes), subrecipients must submit reimbursement requests not
less than quarterly during the term of the agreement. If the subrecipient does not have grant
expenditures during the quarter, the subrecipient must submit a report indicating that no costs were
incurred during the quarter. The request must include a summary of current and prior requests, as well
as all supporting documentation in accordance with the written agreement.
Complete copies of each reimbursement request shall be maintained in the grant activity file. Any
information that the subrecipient wishes not to be included in the file (social security numbers or other
PII) should be redacted by the subrecipient prior to submission.

Accomplishment/Progress Reports
NDHCD staff shall collect performance reports for all activities that are “open” (have remaining balances
or have not yet met required outcomes) not less than quarterly. Performance reports shall be evaluated
to determine the sufficiency of program performance and to facilitate the entry of accomplishment data
into IDIS.
Depending on the grant requirements, eligibility, beneficiaries, and Broad National Objective (for CDBG)
of each activity, the reporting requirements to HUD in the IDIS system will vary. To capture the HUDrequired data elements necessary to complete activities in IDIS and to complete the CAPER at year-end,
several reporting formats have been developed for use by subrecipients and city departments
implementing grant funded activities.
The NDHCD will review the performance report to determine if the subrecipient is on track to meet its
annual goal as appropriate for the point-in-time of the review. For example, public service subrecipients
should be at least 25% of the way toward meeting their annual goal as of September 30th, 50% as of
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December 31st, and so on. However, the nature of some activities will result in no accomplishments
until the third or fourth quarter of the year due to the way the activity is implemented.
In instances where an activity is not on a linear pace toward achieving 100% of its goal, the subrecipient
should include a written explanation in the narrative section of the performance report delineating how
and when the annual goals will be met.
If it does not appear the subrecipient is making appropriate progress, subrecipients should expect a
follow-up from the HUD Program Specialist to discuss concerns, alternatives, assistance, and in extreme
cases, potential amendments or terminations to the agreement.
After receipt of reports, the HUD Program Specialists enter the reported data into IDIS as appropriate to
each open activity. For technical information on the entry of accomplishment data, refer to IDIS Online
for CDBG Entitlement Grantees.

Annual HUD Reports
NDHCD staff has established tracking and data collection systems to support the preparation and
submission of a variety of compliance reports to HUD throughout each program year as required by the
grant regulations and other federal requirements.
HUD requires the collection of five periodic reports throughout the program year besides the
Consolidated Annual Performance and Evaluation Report that is submitted annually within 90 days of
the end of the program year. The reports include the SF-425 Federal Financial Report, the ContractSubcontract Activity Report, the Semi-Annual Labor Standards Enforcement Report, the Section 3
Summary Report, and the Equipment Inventory report.
Each of these reports documents and certifies critical program compliance information that is used in
turn by HUD to assess the city’s risk as part of HUD’s annual risk assessment to determine which of their
grantees will receive on-site monitoring visits. For this reason, it is critical that each of these periodic
reports is prepared accurately and submitted to HUD timely.

SF-425 Federal Financial Report (CDBG only)
HUD requires CPD grant recipients to periodically submit reports on the financial progress of the CDBG
grant. The SF-425 is due to be submitted in IDIS within 30 days of the end of each quarter. Since the city
operates its grants with HUD on a reimbursement basis, the SF-425 will consistently report either a zero
balance or negative cash on hand. This report is based on the reimbursements and drawdowns
completed during the reporting period. This report does not require the collection of any additional
information from subrecipients.

HUD-2516 Contract-Subcontract Activity Report (CDBG only)
The Contract-Subcontract Activity Report is used by HUD to monitor and evaluate activities against the
designated minority business enterprise (MBE) and Women business enterprise (WBE) goals. This report
is to be completed by grantees, developers, sponsors, builders, agencies, and/or project owners for
reporting contract and subcontract activities that included $10,000 or more of CDBG funding, executed
during the reporting period (October 1 – September 30). As part of this process, NDHCD will request that
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the form be completed by any subrecipients or city departments who executed contracts during the
year as part of their CDBG-funded activities.
The report must be submitted to the Field Office’s Fair Housing and Equal Opportunity (FHEO)
representative within 30 days of the end of the Federal Fiscal year.

HUD-4710 Semi-Annual Labor Standards Enforcement Report
The Semi-Annual Labor Standards Enforcement Report, covering the periods of October 1-March 31 and
April 1-September 30, is a report to the Field Office Labor Relations representative within 7 calendar
days after the end of the period covered, or upon request.
The Semi-Annual Labor Standards Enforcement Report provides information on contracts awarded that
must comply with the Davis-Bacon Act and/or the Contract Work Hours and Safety Standards Act.
Specifically, the report lists each project/contract awarded during the reporting period for which DBRA
or CWHSSA is applicable.
The report also includes information on enforcement activities undertaken by the city during the
reporting period. The information reported on contracts (Part I) and the information reported on
enforcement activity (Part II) is separate and should only be reported to HUD on the HUD-4710 form
once. For example, a contract should only be reported on the report corresponding to the period when
the contract was awarded. Similarly, enforcement activity is aggregated and reported on the form
covering the period when the enforcement activity took place. Therefore, enforcement activity may be
reported for projects/contracts that appeared on any prior report as a contract awarded under Part I.
Subrecipients with open construction activities that may be subject to DBRA or CWHSSA will be required
to complete the form, even if there is nothing to report.

Section 3 Summary Report

The HUD Section 3 Summary Report provides details on the city’s accomplishment of the Section 3 goals
prescribed at 24 CFR Part 135 and 24 CFR Part 75, or as amended. The city’s Section 3 Plan delineates
the city’s approach to compliance with Section 3.
The Section 3 Program is a means by which HUD fosters local economic development, neighborhood
economic improvement, and individual self-sufficiency. Section 3 is the legal basis for providing jobs for
residents and awarding contracts to businesses in areas receiving certain types of HUD financial
assistance. Contractors working on Section 3 covered projects are required to regularly submit reports
indicating their progress toward hiring and contracting goals.
The Section 3 report must be submitted to HUD along with the annual CAPER. As part of this process,
any subrecipient with an open activity that may be subject to section 3 requirements will be required to
complete the summary report for the program year (July 1 – June 30) along with their fourth quarter
progress report.

Equipment/Property Inventory
If the city or subrecipient uses HUD funds to acquire real or personal property, Federal regulations
require that the property is continually used for its intended (and approved) purpose, that it is
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appropriately tracked and maintained, and if sold, that the grantee is reimbursed for the proportional
share of the property’s value. Federal regulations for use of equipment are found at 2 CFR 200.313.
Property can only be acquired with HUD funds for a specific purpose that must be approved by the
grantee and should be made a part of the Subrecipient Agreement. Subrecipients should refer to the
grant regulations and executed subrecipient agreements for official terms and disposition requirements.
Federal regulations require the following:
•

That the use of property for the approved purpose must continue; in the case of personal
property, generally if the subrecipient owns it and the property is needed for the CDBG activity,
and in the case of real property (acquired or improved with CDBG funds in excess of $25,000),
for at least 5 years following the expiration of the Subrecipient Agreement. (See 24 CFR 570.505)

•

If you own the property, you must keep accurate records for it (e.g., purchase date, price,
location, physical description, maintenance history and condition, original and current use, and
other inventory types of data).

•

You must control the use of the property (in accordance with its intended purpose) and take
good care of it (that is, take adequate steps to prevent its damage, theft, or loss).

•

If you no longer need the property, you can dispose of it but only according to specific rules
(such as paying back the grantee, accounting for program income, etc.).

As part of this requirement, every subrecipient is required to submit an Equipment Inventory Form
along with their fourth quarter report, detailing any equipment and personal property owned by the
subrecipient that was acquired with HUD grant funds. Subrecipients should report all equipment
purchased, regardless of the year in which it was acquired. The following details must be provided:
• Purchase Date
• Type of Equipment
• Serial/Model Number
• Condition
• Location
• Price/Total Cost

Consolidated Annual Performance and Evaluation Report (CAPER)

Grantees are required to report on accomplishments and progress toward Consolidated Plan goals in the
Consolidated Annual Performance and Evaluation Report (CAPER) each year. The CAPER is due
September 30th (90 days after the end of the program year). While the Federal Program Management
Division prepares the CAPER for submission, subrecipients may be asked to assist with the development
of the narrative or to provide additional documentation necessary for accurate reporting.
Each grantee’s CAPER must include narrative statements that address the following:
 Assessment of Three- to Five-Year Goals and Objectives
 Efforts related to Affirmatively Furthering Fair Housing
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Affordable Housing: evaluates progress toward meeting its objectives toward the provision of
affordable housing by income level;
Continuum of Care: evaluates progress toward meeting its objectives toward homeless and
special needs populations;
Other Actions indicated in the Grantee’s Strategic and Action Plans
Leveraging Resources: describes other public and private resources used toward the provision of
affordable housing and community development activities;
Citizen Comments: describes any public comments received in regard to the program; and
Self-evaluation: focuses on results on programs and projects funded by the grantee and their
impact on their community.

In addition, CDBG grantees must submit a narrative statement addressing the following issues:
 The relationship of the use of CDBG funds to priorities, needs, goals and specific objectives
identified in the Consolidated Plan;
 Nature and reasons for any changes in program objectives;
 Efforts of the grantee to carry out planned activities described in its Action Plan;
 If applicable, why the use of CDBG funds did not meet one of three national objectives;
 Activities involving acquisition, relocation and displacement;
 Economic development activities not resulting in jobs held by LMI persons;
 Presumed limited clientele activities;
 Activities generating program income;
 Rehabilitation activities; and
 If applicable, progress against Neighborhood Revitalization Strategy Area benchmarks.
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Chapter 14: Procurement and Contracting
As Non-Federal Entities, both the city and subrecipients must follow federal procurement rules when
purchasing services, supplies, materials, or equipment with HUD funding. The applicable federal
regulations are contained in 2 CFR 200.318-326. In addition to federal regulations, each entity receiving
HUD grant funds should be aware of other state and/or local laws that may affect procurement policies.
If there are inconsistencies among Federal, State, or local laws, the strictest of the requirements applies.
These regulations apply to all subrecipients of HUD grant funding, but they are particularly important for
entities engaging in large purchases, construction, or development projects.

General Procurement Standards
The Non-Federal Entity must:
• Maintain oversight to ensure that contractors perform in accordance with the terms, conditions,
and specifications of their contracts or purchase orders (2 CFR 200.318(b))
• Maintain written standards of conduct covering conflicts of interest for employees and related
organizations (2 CFR 200.318(c))
• Be responsible, in accordance with good administrative practice and sound business judgement
for the settlement of all contractual issues. (2 CFR 200.318(k))
• Avoid acquisition of unnecessary or duplicative items. (2 CFR 200.318(d))
A non-Federal Entity must award contracts only to responsible contractors possessing the ability to
perform successfully under the terms and conditions of a proposed procurement taking into
consideration such matters as: (2 CFR 200.318(h))
• Integrity
• Public Policy Compliance
• Record of Past Performance
• Financial and Technical Resources
The non-Federal entity must maintain records sufficient to detail the history of procurement. These
records will include, but are not necessarily limited to the following: (2 CFR 200.318(i))
• Rationale for the method of procurement
• Selection of contract type
• Contractor selection or rejection
• The basis for the contract price
The non-Federal entity may use a time and materials type contract only after a determination that no
other contract is suitable and if the contract includes a ceiling price that the contractor exceeds at its
own risk. Time and materials type contract means a contract whose cost to a non-Federal entity is the
sum of: (2 CFR 200.318(j))
• The actual cost of materials; and
• Direct labor hours charged at fixed hourly rates that reflect wages, general and administrative
expenses, and profit.
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Competition
The non-Federal entity must conduct procurement transactions in a manner providing “full and open
competition” (2 CFR 200.319)
Contractors that develop or draft specifications, requirements, statements of work, or invitations for
bids or requests for proposals must be excluded from bidding (2 CFR 200.319(a))
A non-Federal entity must conduct procurements in a manner that prohibits the use of statutorily or
administratively imposed state, local, or tribal geographical preferences in the evaluation of bids or
proposals, except where Federal law expressly mandates or encourages geographical mandates.
However, this prohibition does not apply to:
• State Licensing Requirements
• Architectural and engineering (A/E) services, provided there is an appropriate number of
qualified firms that can still compete for the contract (2 CFR 200.319(b))

Methods of Procurement
There are five main methods of procurement: Micro, Small, Sealed, Competitive, and Non-Competitive.
The chart below provides a breakdown of the main differences between each method. However, it is
important to refer directly to the regulation prior to beginning the procurement process.
Procurement Type
Micro Purchases
2 CFR 200.320(a)

Dollar Thresholds
• Under $2,000 for
construction (DavisBacon)

Applications
• Supplies or Services

• Distribute purchases
equitably among qualified
suppliers

• Under $10,000 for all
other purchases

Small Purchases
2 CFR 200.320(b)

Sealed Bid
2 CFR 200.320(c)
Formal Advertising
*preferred for
construction if
conditions are met

• $250,000 or less for
produced items for
non-construction
services
• All construction
contracts in excess of
$2,000
• Produced or designed
items over $250,000

Solicitation Method
• No solicitation required

• Supplies

• Price considered to be
reasonable
• Price or Rate Quotations
“an adequate number”
of sources (at least 3)

• Other property

• Submitted Bids

• Construction Items

• Submitted Bids

• Produced or
Designed Items

• Firm fixed price (lump
sum or unit price)
awarded to bidder who
complies with terms and
has lowest price

• Single-task Services
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Procurement Type
Competitive
Proposals
2 CFR 200.320(d)

Dollar Thresholds
• Professional Services
and/or Multi-task
Services over $250,000

Applications
• Professional Services

*use when sealed bid
conditions not met

• Designed Items over
$250,000 when Sealed
Bid is not appropriate

• Designed Items

Non-Competitive
Proposals
2 CFR 200.320(f)

• No particular
threshold, but may
only be used when
other methods are not
feasible

• Produced Items

Solicitation Method
• Submitted Proposals

• Multi-Task Services

• Single-task Service

• Submitted Proposal
from only one source
• Only if certain
circumstances apply

• Professional Services
• Multi-task Services
• Designed Item

Cost and Price Analysis
A Non-Federal Entity must perform a price or cost analysis in connection with every procurement action
above the simplified acquisition threshold ($250,000), including contract modifications (2 C.F.R. §
200.323)
•
•
•


The method and degree of analysis is dependent on the facts and circumstances surrounding
the particular procurement
The non-Federal entity must make independent estimates before receiving bids or proposals
A non-Federal entity shall negotiate profit as a separate element of the price for each contract in
which there is no price competition and in all cases where cost analysis is performed.
A non-Federal entity must not use a cost-plus-percentage-of-cost or cost-plus-percentage-ofconstruction-cost method of contracting

Other Federal Requirements for Contracting
There are other federal requirements that relate to contracting. While these requirements are briefly
mentioned below as required elements, additional training may be required.

Davis-Bacon Act and Related Acts
The Davis-Bacon Act (Davis-Bacon) requires that workers receive no less than the prevailing wages being
paid for similar work in their locality. Prevailing wages are computed by the Department of Labor (DOL)
and are issued in the form of federal Wage Decisions for each classification of work. Generally, the law
applies to all construction, alteration, and/or repair contracts in excess of $2,000.
Application to HOME: Under the HOME Program regulations, (found at 24 CFR 92.354) Davis-Bacon only
applies for the construction (rehabilitation and new construction) of housing that includes twelve (12) or
more units assisted with HOME funds. First Time Homebuyers Assistance and Single Family Homeowner
Occupied Rehabilitation activities do not trigger Davis-Bacon when only engaging in that activity.
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[Note: Davis-Bacon may still apply if HOME funds are used for a fraction of the project cost, construction
or non-construction. HOME funds do not have to fund the entire project in order to trigger the
regulation. However, once triggered, labor standards are applicable to the construction of the entire
project; including the portions of the project that are not assisted with HOME funds.]
Application to ESG: The provisions of the Davis-Bacon Act do not apply to the ESG program. See 24 CFR
576.407(e)
Application to CDBG: The Davis-Bacon requirement applies to CDBG projects which involve construction
contracts in excess of $2,000, except for rehabilitation of residential property designed for use by less
than eight families. It applies to the rehabilitation of residential property only if such property contains 8
or more units. Soft costs generally do not trigger Davis-Bacon.
In most cases, demolition is not covered by Davis-Bacon unless it will be followed by Davis-Bacon
covered construction. Davis-Bacon coverage is based on knowledge that there will be subsequent
construction and that the subsequent construction work will be covered by Davis-Bacon.
Davis-Bacon also applies to installation costs over 13% of the total equipment cost. Davis-Bacon
requirements do not apply to work done by employees hired directly by the grantee (city workers).
In addition to Davis-Bacon, contracts for construction with CDBG and HOME funding are subject to:
 The Copeland “Anti-Kickback” Act
 The Contract Work Hours and Safety Standards Act
Copeland “Anti-Kickback” Act
The Copeland “Anti-Kickback” Act requires that workers be paid at least once a week, and without any
deductions or rebates except permissible deductions. Permissible deductions include taxes, deductions
the worker authorized in writing, and those required by court processes. The Act also requires that
weekly Statements of Compliance (Optional Form WH347) be submitted to the Contract Compliance
Officer (CCO). The Act applies to all contracts covered by Davis-Bacon.
Contract Work Hours and Safety Standards Act
The Contract Work Hours and Safety Standards Act requires that workers receive "overtime"
compensation at a rate of 1 ½ times their basic rate of pay for all hours worked in excess of 40 hours in a
work week. It applies to all construction contracts funded in whole or in part with HOME funds.
The City of Norfolk, subrecipients, contractors, subcontractors, and other participants must comply with
these regulations and other Federal laws and regulations pertaining to labor standards, as applicable.
Davis-Bacon Procedures:
For each awarded project, the project manager is designated as the Labor Standards Officer (LSO) and is
responsible for compliance and reporting for Davis-Bacon rules. It is the responsibility of the HUD
Compliance Manager to ensure the project managers are aware of the use of HUD funds as early in the
project development phase as possible.
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Recipients must include a copy of the prevailing wage rate determination and the federal labor
standards provisions (HUD 4010) in any solicitation or invitation to bid. Wage Determinations may be
downloaded at http://www.wdol.gov/.
Recipients may only award construction contracts to eligible contractors and subcontractors that agree
to complete with these provisions. No contract may be awarded to any contractor that is debarred,
suspended or otherwise ineligible to participate on Federal or Federally-assisted contracts.
In accordance with procedures specified by HUD, the Project Manager/LSO must:














Verify that bid and contract documents contain required labor standards provisions, lock-in
date, and the appropriate Department of Labor wage determinations;
o The HUD-4010 must be incorporated in bid specifications and contract documents.
o Wage Determinations may be downloaded at http://www.wdol.gov/
o See lock-in date determination criteria below
Provide approval prior to the advertisement of contracts
Prior to award, verify through www.sam.gov that the contractor is not debarred, suspended or
otherwise ineligible to participate on Federal or Federally-assisted contracts.
Provide contractor training to make certain the contractor understands the requirements for
Davis-Bacon compliance (Refer contractor to A Contractor’s Guide to Prevailing Wage
Requirements for Federally Assisted Construction Projects)
Ensure that the wage decision information is posted at the job site in an area accessible to all
workers and protected from the weather;
Review and approve certified weekly payroll reports;
Conduct on-site inspections and employee interviews as needed;
Maintain documentation of administrative and enforcement activities; and
Require certification as to compliance with applicable labor provisions before making any
payment under covered contracts.
Examine subrecipient/subgrantee/subcontract management firm contract activity as necessary
Correct all labor standards violations promptly;
Provide all information necessary, including any complaints, investigations, restitution, or
damages to the HUD Compliance Manager for purposes of submitting the HUD 4710 report (see
Annual HUD Reports section for more information about the 4710 process)

Lock-in dates are determined as follows:
For Competitively Bid Contracts:
 Lock-in may be the bid opening date provided contract is awarded within 90 days
 Must update wage decision if contract is awarded more than 90 days after bid opening
 Modifications published less than 10 days before bid opening are not applicable if there is
insufficient time to notify bidders
For Negotiated Contracts, the Lock-in date is the contract award date or construction start date,
whichever occurs first.
Contracts utilizing CDBG funding must also be approved by the Federal Program Management Division
prior to execution to ensure the appropriate wage determination and lock-in date have been
incorporated into the contract. Payments under these contracts are also automatically routed to the
Federal Program Management Division as part of the approval process workflow in the city’s financial
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system. Any contract awarded to a prime contractor that is found to be ineligible for award must be
terminated immediately.
Semiannually, the HUD Compliance Manager will request from the project managers information
necessary to complete the HUD 4710 report.

Contracting with Small and Minority Firms

Recipients are required to take affirmative steps to assure that minority firms, women’s business
enterprises, and labor surplus area firms are used when possible. Recipients shall take all the following
steps to further this goal:
•
•
•

•

Make information on forthcoming opportunities available and arrange time frames for
purchases and contracts to encourage and facilitate participation by small businesses, minorityowned firms, and women’s business enterprises.
Consider in the contract process whether firms competing for larger contracts intend to
subcontract with small businesses, minority-owned firms, and women’s business enterprises.
Encourage contracting with consortiums of small businesses, minority-owned firms, and
women’s business enterprises when a contract is too large for one of these firms to handle
individually.
Use the services and assistance, as appropriate, of such organizations as the Small Business
Administration and the Department of Commerce’s Minority Business Development Agency in
the solicitation and utilization of small businesses, minority-owned firms, and women’s business
enterprises.

Section 3 Employment and Contracting
The Section 3 Program is a means by which HUD fosters local economic development, neighborhood
economic improvement, and individual self-sufficiency. Section 3 is the legal basis for providing jobs for
residents and awarding contracts to businesses in areas receiving certain types of HUD financial
assistance. Section 3 applies to all HUD-funded Public and Indian Housing assistance for development,
operating, and modernization expenditures. Section 3 also applies to certain HUD-funded Housing and
Community Development projects that complete housing rehabilitation, housing construction, and
other public construction. For Section 3’s implementing regulations, see 24 CFR Part 135 and 24 CFR Part
75 (effective November 30, 2020). Refer to the full City of Norfolk Section 3 Plan for more details.

Debarment and Suspension
NDHCD staff shall verify that participating contractors, subcontractors, consultants and subrecipients are
not suspended, debarred, or otherwise prohibited from conducting business with any Federal Agency by
checking the System for Award Management (SAM) database.
Federal funds granted by HUD may not be used to directly or indirectly employ, award contracts to, or
otherwise engage the services of any contractor or subrecipient during any period of debarment,
suspension, or placement of ineligibility status. Prior to entering into any HUD-funded agreement, the
city must check against the System for Award Management (SAM), found at https://www.sam.gov.

66

A debarment sanction means that an individual, organization and its affiliates are excluded from
conducting business with any Federal Agency government wide. Depending upon the outcome of an
investigation or legal proceeding, a suspension may lead to debarment. Debarment is the most serious
compliance sanction and is generally imposed for a three-year period. However, debarment can be
imposed for a longer period, if determined to be necessary to protect the public interest.
The administrative requirements at 24 CFR 180 prohibit grantees and subgrantees from making any
award or permitting any award (subgrant or contract) at any tier to any party that is debarred or
suspended or is otherwise excluded from or ineligible for participation in federal assistance programs
subject to 2 CFR part 2424.
HUD policies and procedures concerning debarment and suspension are contained at 2 CFR Part 180 and
2 CFR Part 2424:
•
•
•
•

2 CFR Part 180 provides Office of Management and Budget (OMB) guidance for Federal agencies
on the government-wide debarment and suspension system for non-procurement programs and
activities.
2 CFR Part 180 Subpart B describes which contracts are covered, including procurement and
non-procurement contracts.
2 CFR Part 2424 adopts the OMB guidance on non-procurement debarment and suspension and
supplements it with HUD-specific clarifications and additions.
2 CFR Part 2424 Subpart B expands the covered contracts to include any contract, regardless of
tier, that is awarded by a contractor, subcontractor, supplier, consultant, or its agent or
representative in any transaction, if the contract is to be funded or provided by HUD under a
covered non-procurement transaction.

In general, the city must check the eligibility of every entity (contractor, subgrantee, consultant, etc.),
and the principals and/or owners of those entities, prior to entering into a non-procurement agreement
and dispersing funds. For procured goods and services, every entity must be checked for any award over
$25,000. This also applies to subcontracts – any contract that is expected to have subcontracts should
include in the contract a clause requiring that subcontractors also not be debarred or suspended.
The city must document that eligibility and debarment status was checked for all non-procured
subrecipients for any award amount, as well as all primary contractors with awards over $25,000,
including the date the check was made.
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Chapter 15: Environmental Review
All CDBG, ESG, and HOME activities are subject to requirements of HUD environmental review
regulations at 24 CFR Part 58. These regulations implement HUD's responsibilities for use of federal
funds under NEPA. If HUD funds are being considered for the project, the HUD environmental review
process must be completed before funds may be accessed for covered activities, before the purchase of
any land or buildings, selection of a contractor, or start of any work on a proposed project, even with
non-HUD funds. The aforementioned conditions are known as “choice-limiting actions” and this
limitation applies to all participants involved in a HUD-funded activity.

Levels of Environmental Review
Level of Environmental Review
1 Exempt
(24 CFR Part 58.34)

2 Categorically Excluded NOT Subject to
the §58.5 statutes
(24 CFR Part 58.35(b))

Example Projects
• Administration & Planning
• Public Services
• Engineering and Design
• Essential Services (ESG)
• Tenant-based rental assistance
• Non-construction economic
development activities
• Shelter Operations (ESG)
• Housing Stabilization Service (ESG)

3 Categorically Excluded Subject to §58.5 • Curb, Gutter, Sidewalk Project
(may or may not require mitigation)
• Street Improvements
• Repairs, Minor Rehab, Leasing of
Shelter or Office Space, Projectbased rental assistance (ESG)
4 Environmental Assessment
• Construction of a new Center
(24 CFR Part 58.36)
• Major Rehab or Conversion (ESG)
5 Environmental Impact Statement
• Construction of a Convention
Center
(24 CFR Part 58.37)

Estimated Time
to Complete
1 day

1 day

1-2 weeks

1-6 months
6 – 12 months

*Additional details for ESG activities can be found on the HUD Exchange.
The primary objective of the environmental review is to identify specific environmental factors that may
be encountered at potential project sites and to develop procedures to ensure compliance with
regulations pertaining to these factors. The HUD environmental review is designed to produce programspecific environmental review procedures. Only when the environmental review process is complete
may the city, subrecipient, or contractor commit project funds.
NDHCD staff document its review of each activity for compliance with the National Environmental Policy
Act (NEPA) requirements prior to contracting, funding or disbursing funds. HUD Program Specialists are
responsible for preparing all Exempt and CENST level reviews using the HUD Environmental Review
Online System (HEROS) prior to the execution of formal Subrecipient contracts and Letters of
Agreement. The HUD Program Specialists will sign as preparer and the Assistant Director of NDHCD or
designee will sign as “Responsible Entity Agency Official.”
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Reviews at CEST level may be prepared by the departmental project managers, or associated HUD
Program Specialist. The preparer will create the Environmental Review Record (ERR) using the HUD
Environmental Review Online System (HEROS) and also request that the city’s Historic Resources Officer,
located in the Office of City Planning, begin the Section 106 process. Once all sections are completed
except for Historic Preservation, the preparer will assign the Environmental Review to the Historic
Resources Officer in HEROS to complete the Historic Preservation section of the ERR. Once complete,
the Historic Resource Officer will reassign the Environmental Review to the preparer in HEROS.
Reviews at the Environmental Assessment level are not completed by the city but instead must be
contracted out to qualified vendors.
For CEST projects, once the environmental review is completed, the preparer will sign, as will the
Assistant Director of NDHCD or designee as “Responsible Entity Agency Official.” For EA level projects,
the full completed EA will be routed through Docusign along a full copy of the environmental review (by
link or included). This must be approved by the Department of Law for “form and correctness,” and
signed by the Norfolk City Manager (the Certifying Officer).
If one or more statutes or authorities listed at 58.5 require formal consultation or mitigation, the
preparer will work with the NDHCD Federal Programs Management division to publish a “Finding of No
Significant Impact” and “Notice of Intent to Request Release of Funds” (NOI/RROF) in the Virginian Pilot.
After the required public comment period has passed, the 7015.15 Request for Release of Funds will be
completed by the ERR preparer and routed through Docusign along with the supporting evidence of the
required public comment period and full copy of the environmental review (by link or included). This
must be approved by the Department of Law for “form and correctness,” and signed by the Norfolk City
Manager (the Certifying Officer).
The signed 7015.15 and supporting evidence of the required public comment process will then be
submitted to HUD to obtain the “Authority to Use Grant Funds” (HUD 7015.16) per Section 58.70 and
58.71 before committing or drawing down any funds. This entire process will be completed through
HEROS. The relevant individual will sign as preparer and the Assistant Director of NDHCD or designee
will sign as “Responsible Entity Agency Official.” Where required, the Norfolk City Manager will sign as
Certifying Officer.
After the completion of the environmental review, the city may enter into agreements and fund
activities. It is important to note that the city is also responsible for ensuring that any remediation or
mitigating conditions identified as part of the NEPA review are completed during the course of the
project and that documentation is maintained in the CDBG activity file. The following flow chart
summarizes the environmental review process for HUD-funded programs or projects.
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Environmental Review Process
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Lead-Safe Housing
Whenever Federal funds are used to assist housing built before 1978, steps must be taken to address
lead hazards. These rules must be met for the grantee to be in compliance.
Subrecipients who will be undertaking housing or construction activities should be familiar with the
lead-based paint rules, including:
 HUD’s Lead Safe Housing Rule (24 CFR Part 35) and
 EPA’s Lead Renovation, Repair and Painting Program Rule (40 CFR Part 745).
These rules apply to all pre-1978 housing units assisted with HUD funds, including single and multifamily units, whether publicly or privately owned. Additionally, the EPA RRP rule also applies to pre-1978
child-occupied facilities located in not only residential, but also public and commercial buildings.
All housing units in a project assisted with HUD funds must comply with the regulations found at 24 CFR
Part 35. For CDBG projects, the lead-based paint requirements established by the regulation fall
into the three major categories listed below:




Notification
Assessment/Evaluation
Hazard Reduction

For more information about the Lead Based Paint hazard requirements, refer to the HUD Exchange
Lead-Based Paint webpage, chapter 17 of the Basically CDBG for Entitlements manual, and the relevant
sections of the CDBG and EPA regulations.
For lead safe housing compliance with HOME funds, the City of Norfolk adopts the policies and
procedures provided by Virginia Department of Housing and Community Development (DHCD):
https://dhcd.virginia.gov/sites/default/files/Docx/housing/lead-safe-housing-rule-procedures.pdf
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Chapter 16: HUD Unit Administrative Processes
The city’s Department of Housing and Community Development (DHCD) staff is responsible for the
administration of multiple fiscal years of HUD Entitlement funding at any given point in the program
year. The program year is consistent with the city’s fiscal year (July 1-June 30). While this procedural
manual covers the administration of a single program year from start to completion, it is important to
keep in mind that in a given month, DHCD staff will be responsible for tasks associated with two (2) or
more program years of grant funds.
Notice of Funding
Availability/
Request for
Proposals

Applications
Submitted

Eligibility Review

Pre-Award
Assessment

Funding
Recommendations
to City Manager

Action Plan Drafted;
Published for Public
Comment

Action Plan
approved by City
Council

Action Plan
submitted to HUD

Environmental
Review

Contracts and
Letters of
Agreement
Circulated

Activities Begin
(July 1st)

Quarterly
Performance
Reports/
Reimbursements

IDIS Drawdowns

Subrecipient
Monitoring

CAPER Completed

Grant Close-out

Statement of CDBG Policies
The following policy statements are included throughout this CDBG Procedural Manual to clearly
communicate the responsibilities of DHCD staff in the administration of the HUD Entitlement programs.


DHCD staff shall document its review of the eligibility of all activities proposed for funding prior
to the inclusion of an activity in any funding recommendation or Action Plan. Such review shall
be prepared and approved by separate DHCD staff members as delineated herein.



DHCD staff shall document its review of each activity for compliance with the National
Environmental Policy Act (NEPA) requirements prior to contracting, funding or disbursing funds.
Such review shall be prepared by HUD Program Specialists or other qualified staff and approved
by the Department of Housing and Community Development HUD Compliance Manager.
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DHCD staff shall prepare written agreements for each HUD-funded activity to disseminate all
applicable federal, state, and local requirements to subrecipients and city departments
implementing awarded activities.



DHCD staff shall verify that participating contractors, subcontractors, consultants and
subrecipients are not suspended, debarred, or otherwise prohibited from conducting business
with any Federal Agency by checking the System for Award Management (SAM) database.



DHCD staff shall set up activities in IDIS and fund activities in IDIS to facilitate grant reporting
and drawdown throughout the program year.



DHCD staff shall provide training and technical assistance to subrecipients and city departments
to foster program-wide compliance with the HUD regulations and to facilitate practical
understanding of the terms and conditions of written agreements.



DHCD staff shall collect performance reports for all activities that are “open” in IDIS not less
than quarterly. Performance reports shall be evaluated to determine the sufficiency of program
performance and to facilitate the entry of accomplishment data into IDIS.



DHCD staff shall review requests for reimbursement for compliance with the CDBG regulations
and the terms and conditions of the written agreement between the city and subrecipient or
city department. Only those requests that are fully documented and compliant shall be paid,
with the goal to issue payments within 30 days of a fully compliant request.



DHCD staff shall draw down funds from the U.S. Treasury to reimburse the city for its
expenditure of funds for CDBG activities. Drawdowns shall be conducted not less than quarterly,
within 90 days of the end of each quarter, and may be conducted more frequently to meet
business needs.



DHCD staff shall conduct a risk assessment of all open activities and shall conduct on-site
monitoring reviews of all activities implemented by subrecipients or city departments that meet
the threshold criteria identified in the annual risk assessment.



DHCD staff shall establish tracking and data collection systems to support the preparation and
submittal of a variety of compliance reports to HUD throughout each program year as required
by grant regulations and other federal requirements.



DHCD staff shall implement grant closeout procedures as part of IDIS activity completion and
the preparation of the CAPER in order to verify records demonstrating that each HUD-funded
activity is compliant with federal regulations and to verify that all City of Norfolk procedures
have been followed in the implementation of each activity.



DHCD staff shall, at least monthly, reconcile expenditures between IDIS and the city’s financial
system (AFMS).
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Fair Housing Compliance

The City of Norfolk does business in accordance with the federal fair housing law and Section 504
program accessibility requirements. The Department of Housing and Community Development complies
with the Fair Housing Act and provides reasonable accommodations and modifications to persons with
disabilities. The Department of Housing and Community Development does not discriminate on the
basis of race, color, religion, sex, disability, familial status, national origin, sexual orientation or gender
identity in admission or access to its programs.
For more information about Fair Housing, visit https://www.hamptonroadsfairhousing.org/.

Training and Technical Assistance


DHCD staff shall provide training and technical assistance to subrecipients and city departments
to foster program‐wide compliance with the regulations and to facilitate practical understanding
of the terms and conditions of written agreements.



Training and Technical Assistance are important activities that promote greater understanding
of applicable federal regulations, facilitate the implementation of HUD-funded activities, and
establish documentation protocols for the city and its subrecipients or implementing city
departments.

Training and Technical Assistance can take many forms, including but not limited to:
 1:1 Technical Assistance;
 Congregate Technical Assistance;
 Answering questions by phone or e-mail;
 Providing advice/direction as part of site visits or subrecipient monitoring;
 Disseminating critical information to subrecipients and city departments;
 Providing reference materials; or
 Promoting the availability of HUD-sponsored training or other capacity building opportunities.
To promote sound administration and implementation of grant programs amongst subrecipients, the
city will provide ongoing informal technical assistance to each subrecipient throughout the year, and
formally at least once per year in a congregate setting.

Grant Closeout/IDIS Completion
DHCD staff shall implement grant closeout procedures as part of IDIS activity completion and the
preparation of the CAPER in order to verify records demonstrating that each activity has complied with
grant requirements and to verify that all City of Norfolk procedures have been followed in the
implementation of each activity.
The city is responsible for ensuring compliance with all applicable requirements associated with the use
of HUD grant funds for housing, economic and community development activities. The city must
maintain records demonstrating that it has met all obligations to HUD as delineated in the Action Plan
certifications that are signed and submitted to HUD with the SF-424 grant application. Grant Closeout is
an integral internal management process by which program, finance and management staff verify that
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appropriate records demonstrating compliance with all applicable HUD regulations is on file, ready for
audit. The basic grant closeout process is represented below.
1.
2.
3.
4.
5.
6.

Verify Program Records
Verify Financial Records and Supporting Documentation
Process the Final Reimbursement Request
Conduct the Final IDIS Drawdown
Mark Activity “Complete” in IDIS
Closeout Memorandum

75

Chapter 17: Program Monitoring and Risk Assessment
Purpose and Overview
The City of Norfolk Department of Housing and Community Development Federal Program Management
Division has developed this Program Monitoring and Risk Assessment guide to provide an internal
control mechanism designed to review performance and evaluate compliance of subrecipients funded
with Community Development Block Grant (CDBG), HOME Investment Partnerships Program (HOME)
and/or Emergency Solutions Grant (ESG) funding.
The Program Monitoring and Risk Assessment Guide positions the City of Norfolk’s Department of
Housing and Community Development (DHCD) to make informed judgments about subrecipients’
program effectiveness, efficiency, and their ability to prevent fraud, waste and abuse of public funds.
Monitoring also allows the city to provide technical assistance to help subrecipients comply with
applicable laws and regulations, improve technical skills, increase capacity and stay updated on
regulations relevant to CDBG, HOME, ESG and other funding agencies. Additionally, monitoring helps to
identify deficiencies, and highlight accomplishments and best practices that can be duplicated.
Note: the word ‘contract’ throughout this section refers to both formal Subrecipient Agreements with
external agencies as well as internal Letters of Agreement with city departments who have been
awarded HUD funding.
Subrecipient Monitoring
Subrecipient monitoring is the acquisition, review, and reporting of information about the subrecipients’
compliance with their contract terms and conditions, both administrative and programmatic. To
maximize limited resources and minimize disruption to the subrecipient, monitoring should integrate
administrative and programmatic review to the greatest extent possible.
HUD Program Specialists
The DHCD HUD Program Specialists are primarily responsible for enforcing the performance of contract
terms and conditions. The HUD Program Specialists are the primary points of contact through which all
contracting information should flow between the city and the provider. All actions related to the
contract should be initiated by or coordinated with the HUD Program Specialist.
Monitoring Levels
Subrecipients will be monitored according to risk level (High, Medium, or Low), assessed by the HUD
Program Specialist.
Monitoring Frequency
All high-risk subrecipients will be monitored on-site at least once each year and additional if warranted.
Providers in the medium and low risk levels will be selected randomly so that each will be monitored onsite at least once over a three-year period.
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Preparation for Monitoring
Adequate preparation for monitoring improves the quality of the work product and expedite completion
of monitoring tasks. This section explains the value and function of risk assessment procedures;
describes the development of an annual monitoring work schedule and plan; and outlines the
preparations expected before monitoring implementation.
Risk Assessment
An element of risk is always present when the city contracts with another entity to provide services.
Risk assessment is the systematic method for determining the intensity of monitoring appropriate for
each subrecipient.
All contracts awarded, including multi-year contracts, should receive a risk assessment before the
effective date of the contract, if possible. Where the term of the contract is less than one year, the risk
assessment should be accomplished as early as possible after the award of that contract. However, risk
management should not be completed prior to the establishment of the factors and weights to be
applied. HUD Program Specialists are responsible for conducting risk assessments.
During a single fiscal year, the same risk assessment criteria should be applied to each contract awarded
during the year. Contracts that start and finish in two different fiscal years should be assessed initially
according to the weights in the year of their starting data and again in the subsequent fiscal year using
risk and weighting factors applicable to that year.
Annual Monitoring Schedule
The DHCD will develop an annual monitoring schedule based upon the risk-level assessment scores
assigned to each subrecipient.
High-risk monitoring should be accomplished closer to the beginning of the program year where
possible, though subrecipients can be scheduled at any time during the year. If a subrecipient has been
awarded multiple contracts for the year, the provider should be scheduled according to the highest-risk
level assigned for any of its awarded agreements.
The HUD Program Specialist may conduct unscheduled site visits to the provider if there is reason to
believe problems exist or such a visit is warranted.
On-site reviews should occur at least once every three years, or more frequently in the case of high-risk
subrecipients. Limited desk reviews should occur at least annually for each grant.
Monitoring Checklist and Preliminary Reviews
The HUD Program Specialist is responsible for planning monitoring activities with each provider before
examining records or visiting provider sites. Prior to any visit, the HUD Program Specialist will:
•
•

Prepare written notification to the subrecipient in advance of the scheduled on-site monitoring
visit; and
Prepare the monitoring checklist prior to the scheduled date of monitoring.

To ensure that the HUD Program Specialist examines the correct items for the activity area in question,
as well as to promote thoroughness and consistency in monitoring, the relevant CPD monitoring
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checklists for each HUD grant program (CDBG, ESG, HOME) will be used to the greatest extent possible.
However, the monitoring checklists may be enhanced or limited as additional information becomes
available so that it reflects a scope of review commiserate with the provider's risk assessment level.
The monitoring will have administrative and programmatic components. Administrative monitoring
includes a review of basic financial and managerial documents. Programmatic monitoring includes data
collection system verification and provider compliance with contractual programmatic terms.
The HUD Program Specialist should make note of any previous findings or recommendations; the
subrecipient should have made progress in or corrected prior deficiencies. The HUD Program Specialist
may find it prudent to review audits and attestations from earlier years to obtain information about
continuing problems or unresolved findings.
Audits required under 2 CFR 200.501 (Audit Requirements) include a report on the provider's internal
control system. The HUD Program Specialist may rely on the audit report as verification that the books
and records of the provider were maintained in accordance with generally accepted accounting
principles and that the provider's system of internal controls is adequate to support reliance on the
existing business records.

Risk Assessment and Sampling Procedures
Consistent and uniform risk assessment allows the city to apply monitoring resources to the areas of
greatest need. By efficiently and effectively allocating its monitoring resources, the city helps ensure
that funds are spent in accordance with applicable rules and regulations and the city’s goals and
objectives are achieved. It also helps protect subrecipients from bias and favoritism in the selection of
providers monitored.
Similarly, effective and defensible sampling procedures ensure that HUD Program Specialists gain
accurate information about a subrecipient's performance. Effective sampling enables both the
subrecipient and the city to determine where substantive problems may exist without the timeconsuming task of individually reviewing each transaction performed by a provider.
Risk Assessment Tool
The HUD Program Specialist will use a risk assessment tool to rank each of its subrecipients according to
the level of risk. The risk assessment tool has pre-established weighted factors that apply equally to all
contracts or providers.
Where a subrecipient has multiple contracts, that subrecipient should be monitored according to the
highest level of risk that any one of the contracts score. For example, if a subrecipient has five
contracts, one of which is high level risk, two are medium level risk and two are low level risk, the
subrecipient should be considered a high-level risk, and all contracts with the provider should be
monitored.
The risk assessment tool includes the following risk factors:
1. Dollar Value of the Contract. The higher the contract amount, the higher the risk the city
assumes.
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2. Type of Program Oversight. Weights are assigned based on the type of oversight given the
provider, such as whether a board of directors provides oversight to the provider.
3. The Type of Contract. The basis of payment to the provider: Percentage of completion,
reimbursement, or advance payment.
4. Number of Clients Served. The more clients served, the higher the risk.
5. New Subrecipient or Change in Key Executives. A higher risk occurs where the subrecipient has
no contracting history with the city or where a subrecipient has made changes in its key
executives (e.g., executive director, financial manager or clinical manager) within the past year.
6. Subrecipient Performance Goals. Subrecipients will be scored based on how well they met
their goals as stated in their contract.
7. Prior Provider Performance and Corrective Actions. Subrecipients who have previously had
serious financial, administrative or program deficits or have had difficulty being responsive to
department requirements should be considered to present a higher risk than those who have
not.
8. Last Monitoring Visit. The intensity and period since the last monitoring visit should be a
heavily weighted factor in the risk assessment. Subrecipients with no monitoring history may be
expected to rank high followed by those who have not received a monitoring visit in a year or
more.
The riskiest variable receives the greatest weight. This ranking or weighting of the risk factors assumes
that certain factors are more important than others in establishing the level of monitoring for each
subrecipient. However, the weights will be the same for all contracts being considered in the same
timeframe.
The subrecipient will be assigned to a low, medium, or high-risk monitoring level, according to its scores
on the risk assessment tool.
Sampling
HUD Program Specialists will not always need or be able to review 100% of the provider's administrative
and programmatic records for the contract period. In such cases, the HUD Program Specialist may draw
a sample of records to arrive at a conclusion regarding the provider's compliance with the terms of the
contract. A sample will typically represent 10% of the total files available for review. However, a higher
or lower percentage may be used in the event of extraordinarily small or large client caseloads.

Monitoring Methods and Process
The Department of Housing and Community Development uses two primary methods of monitoring:
limited desk reviews and formal on-site monitoring reviews.
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Limited Desk Reviews
HUD Program Specialists conduct informal quarterly desk reviews of each agency’s progress in meeting
performance and expenditure goals. This review helps inform areas of risk for further review and
generally comprise programmatic and financial reviews which include, but are not limited to:
•
•
•
•
•
•
•

The cumulative beneficiary accomplishments compared to annual program goals;
Proportional distribution of services across racial and ethnic populations evidencing adequate
outreach;
Review of distribution of beneficiaries across income groups (extremely-low, very-low, low, and
moderate income);
Any information provided through narratives or other methods that may inform the grantee of
Subrecipient activities, challenges, successes or other pertinent information.
Cumulative expenditure rate to budget;
Eligibility of line item expenditures to budget, and
Adequacy and clarity of supporting documentation for line item expenditures.

Formal On-Site Reviews
Formal on-site reviews are conducted for all high-risk subrecipients and a sample of medium and low
risk subrecipients. This type of review includes both administrative and programmatic compliance. To
ensure that the HUD Program Specialist examines the correct items for the activity area in question, as
well as to promote thoroughness and consistency in monitoring, the relevant CPD monitoring checklists
for each HUD grant program (CDBG, ESG, HOME) is used. Note that in circumstances in which a Federal,
State, or Local State of Emergency has been declared, a virtual visit may substitute for an on-site visit.
Formal on-site reviews will typically include the following components:
1. Activity Records. For administrative purposes, the HUD Program Specialist reviews records to
verify that clients have been served according to the payments that the department has made
for services. For program purposes, the HUD Program Specialist seeks verification that the
services have been delivered, are appropriate to the client's needs, and meet the terms of the
contract.
2. Personnel Records, Payroll Records, and Organization Charts. In administrative monitoring, the
HUD Program Specialist reviews the subrecipient's policies and procedures for compliance with
contract terms. For program monitoring, the HUD Program Specialist reviews these to be
assured that the provider has an adequate number of appropriately trained staff to provide
contracted services.
3. Invoices and Supporting Documentation. For administrative monitoring, the HUD Program
Specialist reviews these to verify that expenditures have been made in compliance with the
approved budget. For program monitoring, the monitor verifies that the contractual terms for
services have been met.
4. Interview. In some cases, interviews with program directors, managers, members of the board
of directors, financial managers, etc., may provide valuable information on the viability of the
program and the organization.
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5. Observation. In some cases, observations of activities of the provider and clients may provide a
valuable resource of how the provider delivers client services and meets the schedule of
services in the contract.
Entrance Conference
The HUD Program Specialist should conduct an entrance conference with the subrecipient's staff,
including the director, financial officer, and if possible, board members. The subrecipient should be
informed of the purpose and schedule of the site monitoring visit. The entrance conference may include:
•
•
•
•
•

A review of activities, developments, and concerns that have arisen since any previous
monitoring
A discussion of any special provisions of the current contract, changes in staff, clientele, federal,
state, or city laws and rules.
A tour of the facility
A review of the questions on the applicable HUD Monitoring Exhibits
A request of the records necessary for review. The HUD Program Specialist should have full
access to provider records regarding the contract.

Exit Interview
After the visit, the HUD Program Specialist should conduct an exit interview with the subrecipient's
primary point of contact to report on the general results of the monitoring. The HUD Program Specialist
can use this meeting to ask questions or request explanations of preliminary findings. The HUD Program
Specialist should discuss the provider's strengths and weaknesses and develop preliminary results or
conclusions based on available information.
The exit interview allows the provider an opportunity to explain or provide documentation to clear up
minor or easily correctable errors.

Reporting and Corrective Actions
The HUD Program Specialist should transmit the results of the monitoring findings and
recommendations, and any other relevant information by preparing and submitting a written report to
the subrecipient.
The HUD Program Specialist will distinguish between minor concerns and formal findings. For example,
if a few errors are founding recording information from one document to another, and none of the
errors resulted in service degradation or can be interpreted as fraudulent financial transactions, then,
these errors can be interpreted as minor concerns and without need for a formal corrective action plan
or penalties.
On the other hand, if major errors are found, such as payments made by the department for services
not delivered or clients not receiving services from provider staff, the HUD Program Specialist should
require the development of a corrective action plan. Such errors could cause financial penalties or,
possibly, a finding of breach of the contract by the provider. The HUD Program Specialist should initiate
corrective action against the provider.
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Reporting
The HUD Program Specialist should compile documents generated during the monitoring process:
•
•
•

Work papers
Completed monitoring tools
Copies of financial statements and any relevant reports or policy documents

The HUD Program Specialist should prepare a memo to the subrecipient agency that includes
administrative and programmatic findings regarding the subrecipient's performance of contract
provisions and a closing summary with recommendations for corrective action. The report may also
contain suggestions that do not require formal corrective actions.
The HUD Program Specialist should distribute copies of the memo to appropriate subrecipient contacts.
Corrective Action
If substantial problems are identified during the interview, the HUD Program Specialist should report the
problems to his or her supervisor and determine a recommendation for either more extensive
monitoring or a corrective action plan. The HUD Program Specialist is responsible for notifying the
provider to develop a corrective action plan.
The corrective action plan, stating how and when the deficiencies will be corrected, should be prepared
by the provider and approved by the HUD Program Specialist. The provider should address each
deficiency identified, including steps and time frames anticipated for each corrective action.
The HUD Program Specialist should notify the provider of approval or disapproval of the corrective
action plan. Reasons for disapproval should be listed.
When the HUD Program Specialist and subrecipient cannot resolve differences about the corrective
actions to be taken, an appeal may be made to the HUD Compliance Manager or Department of Housing
and Community Development Director.
Intervention for more serious or persistent problems involve any combination of the following
measures:
• Placing restrictions on the subrecipient’s payment requests; or
• Disallowance of subrecipient expenses; or
• Requiring repayment of CDBG funds expended in an ineligible manner; or
• Imposing probationary status whereby the subrecipient is limited in its ability to conduct certain
business without prior review and written approval of the City.
A formal process for addressing subrecipients will be followed for those who fail to resolve or address
findings. Each situation will be looked at on a case by case basis. City may impose sanctions which may
involve any combination of the following measures:
• Temporarily suspending the subrecipient; or
• Not renewing or funding the subrecipient in subsequent program year(s); or
• Termination of the subrecipient’s activity for the current program year; or
• Initiation of legal action (see breach of contract process below)
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Any sanctions or other penalizing action to be taken must be approved by the Director of the
Department of Housing and Community Development.
Subrecipients will have the opportunity to due process if in disagreement with the city’s actions.
Subrecipient will submit in writing to the Director of Department of Housing and Community
Development within 10 days from notification of actions. The Director of Department of Housing and
Community Development will review and respond within 10 days of Subrecipient’s letter.
Breach of Contract
Breach of contract is a legal term of art that describes a condition that results from a failure of a party to
abide by the material terms or conditions of a contract such that one party loses the value of its bargain
with the other party. A breach may be indicated by one or more findings contained in the monitoring
report and any other material reports that a provider is not complying with the terms and conditions of
the contract. The contract signer, appropriate legal staff, department director, and program staff should
be consulted in any instances in which the HUD Program Specialist has reason to believe that a breach of
contract has occurred.
Because the city has the authority, in some instances, to waive a breach of contract, the HUD Program
Specialist, legal staff, and department director should agree on the action to be taken prior to informing
the provider of a breach or suspected breach of the contract.
Legal counsel is responsible for notifying the subrecipient of a breach. The HUD Program Specialist is
responsible for ensuring the department that the problems are corrected if the breach is to be waived
or remedied by corrective action.
Where a decision is made to waive the breach by the department director in consultation with legal
counsel, the HUD Program Specialist should provide an explanation and justification of the waiver of
breach to the contract file.
A complete on-site monitoring packet should be placed in the corresponding monitoring file. The on-site
monitoring packet includes, but is not limited to:
• Intent to Monitor Letter;
• Entrance Conference Sign-in Sheet;
• Monitoring Checklist;
• Supporting documentation;
• E-mail correspondence between subrecipient and HUD Program Specialist to resolve any
findings; and
• Monitoring Results Letter
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References and Web Links


City of Norfolk Federal Program Management Division Webpage
o Consolidated/Annual Action Plans, CAPER, and Citizen Participation Plan



HUD Manual: Basically CDBG for Entitlements



24 CFR Part 270 – Community Development Block Grant Regulations



2 CFR Part 200 – Uniform Administrative Requirements



HUD Community Planning and Development Monitoring Overview



CPD Income Eligibility Calculator and Income Limits



HUD Self-Certification of Income Form



HUD Lead-Based Paint Resources



CPD Monitoring Exhibits



Matrix Code Definitions



Matrix Code – Broad National Objective Table



Environmental Review Templates:
o Exempt or Categorically Excluded, Not Subject to 58.5
o Categorically Excluded, Subject to 58.5
o Part 58 Environmental Assessment



HUD-2516 Contract-Subcontract Activity Report



HUD-4710 Semi-Annual Labor Standards Enforcement Report

84

Appendix A

CRITERIA FOR
DEFINING HOMELESS

Category
1

Category
2

Category
3

Category
4

Literally
Homeless

Imminent Risk of
Homelessness

Homeless under
other Federal
statutes

Fleeing/
Attempting to
Flee DV

(1) Individual or family who lacks a fixed, regular, and adequate
nighttime residence, meaning:
(i) Has a primary nighttime residence that is a public or
private place not meant for human habitation;
(ii) Is living in a publicly or privately operated shelter
designated to provide temporary living arrangements
(including congregate shelters, transitional housing, and
hotels and motels paid for by charitable organizations or
by federal, state and local government programs); or
(iii) Is exiting an institution where (s)he has resided for 90 days
or less and who resided in an emergency shelter or place
not meant for human habitation immediately before
entering that institution
(2) Individual or family who will imminently lose their primary
nighttime residence, provided that:
(i) Residence will be lost within 14 days of the date of
application for homeless assistance;
(ii) No subsequent residence has been identified; and
(iii) The individual or family lacks the resources or support
networks needed to obtain other permanent housing
(3) Unaccompanied youth under 25 years of age, or families with
children and youth, who do not otherwise qualify as homeless
under this definition, but who:
(i) Are defined as homeless under the other listed federal
statutes;
(ii) Have not had a lease, ownership interest, or occupancy
agreement in permanent housing during the 60 days prior
to the homeless assistance application;
(iii) Have experienced persistent instability as measured by two
moves or more during in the preceding 60 days; and
(iv) Can be expected to continue in such status for an extended
period of time due to special needs or barriers
(4) Any individual or family who:
(i) Is fleeing, or is attempting to flee, domestic violence;
(ii) Has no other residence; and
(iii) Lacks the resources or support networks to obtain other
permanent housing

(Recordkeeping requirements)

RECORDKEEPING
DEFINITION OFREQUIREMENTS
HOMELESS

Category 1
Category 1

Literal
Literally
ly
Liter
Lite
rally
ally
Home
Homeless
Home
Homeless
less

Category 2

Imminent
Imminent Risk of
Imminen
Imminent Risk of
Homelessn
Homelessness
ess
Homele
Homelessness
ssness

Written observation by the outrea
outreacch
h worker; or
Certification
by by
theanother
individual
or h
he
ad
household
seeking
Written
referral
housin
housing
gead
or of
service
provider;
or
assistance stating
(s)he was
liliv
ingofonhousehold
the streets
or in

Certification
by thethat
individual
or h
he
eving
ad
seeking
shelter; orstating that (s)he was living
assistance
ing on the streets or in
 shelter;
Written observation by the outreach
ch worker; or

Written referral by another housi
housin
ng or service provider;
provi
or

Printed
record
from
HMIS
or
anot
anoth
h
er
community
database

For individuals exiting an institutio
institution
n—one of the forms of
evidence above and:

For o
individuals
exiting
an institutio
—one of the
formsor
of
wnritten/oral
referral,
discharge
paperwork
or written/oral
evidence
above and
discharge
pa
pap
perwork
a written
orto
o written
record
of intake
worker’s
w
orker’s or
due
diligence
oral referral
from
social
worker,an
ccaase
manager orbyother
obtain
above
evidence
and
dsecertification
appropriate
officialthat
att the
instituti
institutio
n, stating the beginning
individual
they
exitedon,
institution
inst
and end dates of the time residing in the institution
 A court order resulting from an evictio
eviction
n action notifying the
 A court order resulting from an evictio
eviction
n action notifying the
individual or family that they must leav
leave
e;; or
individual or family that they must lea
leavve; or
 For individual and families leaving a ho
hottel or motel—evidence
motel
 For individual leaving a hotel or motel—evidence that they lack
that they lack the financial resources to stay; or
the financial resources to stay; or
 A documented and verified oral stateme
tement;
nt; and
 A documented and verified oral state
statem
ment;
ent; and



Certification that no subsequent reside
residen
nce
ce has been identified;
Certification that no subsequent resid
reside
ence has been identified;
and
and
 Self-certification
certification or other written docu
docum
mentation
entation that the
 Self-certification or other written documentation that the
individual lack the financial resources aan
nd
d support necessary to
individual lack the financial resources and
and support necessary to
obtain permanent housing
obtain permanent housing




Certification
government
that
Certificationby
bythe
thenonprofit
individualororstate
headoof
or flocal
household
seeking
the
individual
or
head
of
household
see
king
assistance
met
the
assistance that (s)he met the criteria o
off homelessness under
criteria
of
homelessness
under
another
federal
statute;
and
another federal statutes; and
 Certification
in last 60or
days;
nd
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thePHindividual
headaan
of
odf household, and any
 Certification
by the individual
or head tth
ohat
fat
household,
and anythree
available supporting
documentation,
(s)he has moved
available
supporting
that (s)he has moved two
t or
or more times
in thedocumentation,
past 90 days; and
times in theofpast
60 days;
 more
Documentation
disability
or 2and
or more barriers to
 Documentation
orr more barriers
employment of special needs or 2 o
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Homeless
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statu
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statu
ute

Forvictim
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violence
providers:
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service
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Anoral
oralstatement
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a
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intake worker.
the service
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Self-certification,
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toobtain
obtainother
other permanent
permanen
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Category44
Category

Fleeing
Domestic
omestic
Fleein
FleeiD
ng/
g/
Viole
Violence
nceto
Attempt
Attemp
ting
ing
Flee D
DV
V

HOMELESS CERTIFICATION FORM
Applicant Name and Unique Identifier: _________________________________________________________
Staff Member Name: __________________________________________
Household without dependent children (complete one form for each adult in the household)
Household with dependent children (complete one form for household)
Number of persons in the household: _________
This is to certify that the above named individual or household is currently either literally or imminently
homeless based on the check mark, other indicated information, and signature indicating their current
living situation. Check the appropriate type of documentation used to verify homelessness and attach it
to this worksheet.
CHRONIC HOMELESS CERTIFICATION
*Agency must select “Yes” if household meets the following criteria
Individual or family is literally homeless and has third-party, intake worker, or household documentation of
the following:
Has been homeless for at least one year continuously or on at least four separate occasions in the
last three years, where the cumulative total of the four occasions is at least one year (Stays in
institutions of 90 days or less will not constitute a break in homelessness, but such stays are included
in the cumulative total) in a place not meant for human habitation, a safe haven, or an emergency
shelter; and
Has an adult head of household (or a minor head of household if no adult is present in the
household) with a diagnosable substance use disorder, serious mental illness, developmental disability
post-traumatic stress disorder, cognitive impairments resulting from a brain injury, or chronic physical
illness or disability, including the co-occurrence of 2 or more of those conditions.
CHRONICALLY HOMELESS:

Yes*

No

GENERAL HOMELESS CERTIFICATION
Complete with information on the primary cause of homelessness
Homeless Status
Type of Eligible Documentation
Documentation/Eligibility
LITERAL HOMELESSNESS (RAPID RE-HOUSING ELIGIBLE)
Persons living on the street
 Signed and dated written
or sleeping in a place not
Yes
No
certification by person seeking
designed for or ordinarily
services
used as a regular sleeping
 Signed and dated written
accommodation
certification by an outreach
worker
Persons living in a shelter
 HMIS shelter record
designed to provide
Yes
No
 Written referral from previous
temporary living
shelter staff
arrangements
 Written referral from charitable
- congregate/scattered site
organization or government
emergency shelters
program
- transitional housing
- hotels/motels paid for by a
charitable organization or
government program
Persons exiting an institution
 HMIS shelter record

Last updated December 2015

HOMELESS CERTIFICATION FORM
where they resided for 90
days or less and resided in a
place not meant for human
habitation immediately
before entering institution
Persons fleeing domestic
violence.*Must meet one of
the homeless status
categories listed above*




Written referral from previous
shelter staff
Written referral from institution

Yes

No



Written, signed and dated
Yes
No
verification from the participant
 Written, signed and dated
verification from the domestic
violence service provider.
IMMINENT RISK OF HOMELESSNESS (PREVENTION/DIVERSION ELIGIBLE)
Person will imminently lose
 Documentation of efforts to
primary nighttime residence
divert from homelessness
within 14 days and meets
(contact with prevention
both of the following
Yes
No
N/A
provider)—Notate in case file
circumstances
 Eviction letter from
- No appropriate subsequent
tenant/homeowner (If living with
housing options have been
another, i.e. doubled up)
identified
 Letter from hotel/motel manager
- Household lacks the financial
and cancelled checks to verify
resources and support
costs covered by the participant
networks needed to obtain
 Court order/eviction notice
immediate housing or remain
in its existing housing
Persons fleeing domestic
 Written, signed and dated
violence *Must also be
Yes
No
verification from the participant
imminently homeless*
 Written, signed and dated
verification from the domestic
violence service provider.
Documentation of attempts to obtain third party verification (required): Third party verification is the
preferred method of certifying homelessness or risk for homelessness for an individual who is applying for
homeless assistance.

Self Declaration of Homelessness: Self declaration is only permitted when third party verification cannot be
obtained.

Participant Signature: _________________________________________ Date: ______________
Form Completed By: _________________________________________
Staff Signature: _____________________________________________ Date: ______________

Last updated December 2015

Appendix B

DUPLICATION OF BENEFITS
As part of the CARES Act and described in FR-6218-N-01 (CDBG-CV Federal Register
Notice), HUD must ensure that there are adequate procedures in place to prevent any
duplication of benefits as required by Section 312 of the Robert T. Stafford Disaster Relief
and Emergency Assistance Act (Stafford Act), as amended by section 1210 of the
Disaster Recovery Reform Act (DRRA) of 2018. To ensure HUD complies with this
requirement, this responsibility is passed on to all CDBG-CV grantees. This Quick Guide
provides a brief explanation of the duplication of benefits requirement, how it applies to
grantees and beneficiaries, and examples of how to calculate and evaluate the risk of
duplication of benefits.
BACKGROUND
A duplication of benefits (DOB) occurs when a person, household, business, government, or other entity
receives financial assistance from multiple sources for the same purpose, and the total assistance received
for that purpose is more than the total need for assistance. Within the CDBG-CV program, all grantees are
bound by Section 312 of the Stafford Act, as amended by the DRRA, and the OMB Cost Principles within
2 CFR § 200 that requires all costs to be “necessary and reasonable for the performance of the Federal
award.”
To comply with DOB requirements, grantees are required by the CARES Act to establish and follow
procedures to ensure that DOB does not occur. Establishing a process to effectively identify and prevent
duplication of benefits is critical for CDBG-CV grantees to effectively manage the multiple active funding
streams related to coronavirus response and efficiently target CDBG-CV resources to meet unmet needs
within the community.
Note to grantees with experience administering CDBG-DR: Unlike other disaster funds, CDBG-CV grantees
do not need to follow a statutory “Order of Assistance” for delivery of different federal and non-federal
programs. This means that grantees do not need to validate whether other funding sources are available
or will be available before allocating CDBG-CV assistance (as opposed to CDBG-DR, where the grantee
generally must check to see whether FEMA assistance was provided before making an award). The grantee
is solely responsible for ensuring that an actual duplication of benefits does not occur.

APPLICABILITY
Duplication of benefits requirements apply to all CDBG-CV allocations as well as to FY2019 and FY2020
formula CDBG allocations used to prevent, prepare for, and respond to coronavirus.

REQUIRED POLICIES AND PROCEDURES
To prevent the duplication of benefits, all grantees must establish policies and procedures that include the
following components:
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1. Requirement that any person or entity receiving CDBG-CV assistance (including subrecipients and
direct beneficiaries) must agree to repay assistance that is determined to be duplicative. This
may be documented through a subrogation agreement or similar clause included in the
agreement with the person or entity. The grantee should establish a protocol to monitor compliance
based on risk of duplication of benefits for each activity.
2. Method of assessing whether the use of these funds will duplicate financial assistance that is
already received or is likely to be received (such as insurance proceeds) by acting reasonably to
evaluate the need and the resources available to meet that need. Grantees should evaluate
current programs available at the local, county, state, and federal level as well as current and
anticipated non-governmental assistance from nonprofits or faith-based groups and establish lines
of communication for preventing duplication of benefits. HUD has prepared a list of active Federal
CARES Act and coronavirus response programs and funding sources to help grantees evaluate
potential risk for duplication for each activity and applicant. HUD encourages grantees to target
CDBG-CV activities to address unmet needs and gaps to reduce the risk of duplication of benefits.
To ensure that policies and procedures accurately reflect the specific components of each program,
grantees should consider designing DOB policies and procedures that are specific to each CDBG-CV
program and activity. Policies and procedures should be specific for each program supported with CARES
Act funding and should be commensurate with risk of duplication of benefits.

DETERMINING DUPLICATION OF BENEFITS
To analyze duplication of benefits a grantee should complete the following steps:
1. Assess Need: Determine the amount of need (total cost)
2. Determine Assistance: Determine the amount of assistance that has or will be provided from all
sources to pay for the cost
3. Calculate Unmet Need: Determine the amount of assistance already provided compared to the
need to determine the maximum CDBG-CV award (unmet need)
4. Document analysis: Document calculation and maintain adequate documentation justifying
determination of maximum award

DUPLICATION OF BENEFITS EXAMPLES
Rental Assistance
A family that has suffered job loss due to the economic impact of the coronavirus seeks rental assistance
under a CDBG-CV Emergency Payment program for 3 months of arrears payments and 2 months of
current/ future rent.
Step 1: Assess Need
Monthly Rent = $1,000
Potential Total Need: $1,000 * 5 months = $5,000
Step 2: Determine Assistance
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In the application, the applicant was asked to report if they are receiving or expecting to receive any
additional or similar assistance. The applicant reported that a local faith-based organization provided $250/
month for the past three months, but that aid is no longer available. The family certified that it has not
applied for assistance from any other source.
Step 3: Calculate Unmet Need
Total Need = $5,000
Other Assistance = $750 ($250/ month for three months)
Actual Unmet Need (Maximum Award) = $4,250 ($5,000- $750)
Step 4: Document the Analysis
Maintain documentation of calculation and justification to confirm amount of unmet need.

Small Business Assistance
A small business requests a grant for working capital funds to retain employees that would otherwise be
laid off due to the economic impact of the coronavirus. The small business requests three months of
assistance.
Step 1: Assess Need
Capital funds needed via underwriting = $10,000
Potential Total Need: $10,000 * 3 months = $30,000
Step 2: Determine Assistance
In the application, the applicant was asked to report if it was receiving any additional or similar assistance
or had made any claims on existing business insurance. The business reported that it previously received
a PPP forgivable loan under the CARES Act to cover payroll, but that the assistance has run out. The
business certified that it made a claim on its business interruption insurance but was declined because the
insurer said the economic impacts of the coronavirus are outside the scope of the policy.
Step 3: Calculate Unmet Need
Total Need = $30,000
Other Assistance = $0
Actual Unmet Need (Maximum Award) = $30,000
Step 4: Document the Analysis
Maintain documentation of calculation and justification to confirm amount of unmet need.
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SUBSIDIZED LOANS
In DOB calculations, private loans are not considered a form of assistance and should not be considered
when calculating duplication of benefits. However, subsidized loans from SBA or FEMA should be included
in the duplication of benefits analysis unless one of the three exceptions is met:
1. Short-term subsidized loans (e.g. bridge loans) for costs later reimbursed with CDBG-CV funds
2. Declined or cancelled subsidized loans
3. Loan assistance is used toward a loss suffered as a result of a major disaster or emergency
An example of a subsidized loan is the SBA Economic Injury Disaster Loans (EIDL). This type of loan is
summarized in more detail in FR-6169-N-01.

RESOURCES
1.
2.
3.
4.
5.
6.
7.
8.

CDBG-CV Federal Register Notice (FR-6218-N-01) (8/7/2020)
Duplication of Benefits Memo (7/13/2020)
Federal Funding Priority Order for NCS (6/23/2020)
Summary of CDBG Activity Categories (6/23/2020)
CARES Act Programs (7/10/2020)
Federal Register Notice Webinar (8/20/2020 and 9/1/2020)
CDBG CARES Act Launch Kit (forthcoming)
Duplication of Benefits Webinar (forthcoming)
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