DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT
COVMUNI TY PLANNI NG AND DEVELGOPMVENT
COVMUNI TY DEVELCPMENT BLOCK GRANTS

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol l'ars in Thousands)
Program Level :
Communi ty Devel opnent Bl ock
Grants (CDBG) ...........coiu... $4, 968, 032 $8, 726,073 $4, 731, 500 -$3,994, 573
Appropri ations:
Enacted or Proposed

CDBG . o ttoo et e $5, 602, 245a/  $7,000,000b/  $4, 731, 500 -$2, 268, 500

Rescission .................... - $489, 789

Transfer of Unobligated

Balances .......... ... ... . .... e $700, 000 ¢/ e -$700, 000

Subtotal ........... ... .. .... $5, 112, 456 $7, 700, 000 $4, 731, 500 -$2, 968, 500
Budget Qutlays (Gross):
CDBG . ... $4, 939, 123 $5, 235, 000 $5, 878, 000 +$643, 000
SECTI ON 108 LOAN GUARANTEES:
Guarantee Conmi tments (Private
Fi nanci ng)

Limtation .................... [ $1, 258, 096] [ $608, 696] [$275, 000] - $333, 696
Commi tments made ................ $263, 589 $608, 696 $275, 000 - $333, 696
Budget Authority

Credit Subsidy ................. $6, 063 $14, 000 $6, 325 -$7,675
Aministrative Costs ............ $998 $1, 000 $1, 000 e
Subtotal ........... ... ... ... $7, 061 $15, 000 $7, 325 -$7,675
Budget Qutl ays
Credit Subsidy ................. $6, 383 $9, 898 $13, 810 +$3, 912
Ami nistrative Costs ............ $998 $1, 000 $1, 000 .
Subtotal ........... ... .. .. ... $7, 381 $10, 898 $14, 810 +$3, 912
FFB Direct Loans (Liquidating
ACCOUNL) .o vt -$14, 522 -$2, 000 -$2, 000
al  Includes $66.128 nillion in additional ED earnarks per P.L. 106-554.
b/ Includes $2 billion appropriated in P.L. 107-117 for recovery fromthe terrorist attacks

in New York.

¢/ Funds appropriated in fiscal year 2001 were transferred into CDBGin fiscal year 2002
pursuant to P.L. 107-38 and P.L. 107-73 for recovery fromthe terrorist attacks in New
Yor k.
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SUWARY OF BUDGET ESTI MATES

The Budget proposes $4.7 billion for the overall Community Devel opnent Bl ock G ant(CDBG
account which includes the formula grant program plus the other progranms funded within CDBG in
fiscal year 2003. Funding includes $4.4 billion for the CDBG Entitlenent and State/Small Gties
(Nonentitlenment) formula grant programand $269 mllion in set-asides. The overall fiscal year
2003 funding is a $206 mllion decrease exclusive of fiscal year 2002 supplermental funding
related to the Septenber 11'" terrorist attack in New York Gty. The fornula programincreases by
$95 million including a transfer of $7 million for Insular Areas that fornerly was funded in
Section 107. This increase is nore than offset by the deletion of $336 million for individual
projects which was funded in fiscal year 2002 but have not been requested for fiscal year 2003.
Addi tional differences include the transfer of the $55 mllion Resident Cpportunities and
Supportive Services programto the Public Housing Capital Fund, separate funding for Hawaiian
Horel ands Honmeowner shi p and non-fundi ng of several smaller grant categories.

A summary of the fiscal year 2003 request is as follows (a conparison chart for fiscal
year’'s 2001-2003 is at the end of this section):

$4.4 billion for the COBG Forrmula program including $3.1 billion for Entitlement cities

and counties, $1.3 billion for Nonentitled States and small cities, and $7 mllion for
I nsul ar Areas;

$72.5 mllion for the Native Anerican CDBG program including $1.5 mllion for an
Econoni c Devel opnent Access Center;

$38.9 mllion for Section 107 grants, including $3 nillion for Technical Assistance,
$4 mllion for Program Managenent and Anal ytical support, and $31.9 nmillion for

Uni versity/ Community Partnership Grant Prograns: $10 nillion for H storically Bl ack
Col I eges and Universities (HBCU s), $3 mllion for Community Devel opnent Work Study
(CDWB), $5.5 million for H spanic-Serving Institutions Assisting Communities (HSI AQ),
$2.4 nmillion for Al aska Native/Native Hawaiian Institutions Assisting Conmunities
Program $3 million for Tribal Colleges & Universities, and $8 nillion for Conmmunity
Qutreach Partnership Centers (COPC) prograns;

$65 million for Youthbuild;
$16 mllion for the Colonias CGateway Initiative;
$65 million for the Sel f-Hel p Honeownershi p Qoportunity Program

$25 mllion for Capacity Building for the National Community Devel opnent Initiative
(NCDI);

$4.5 mllion for Habitat For Humanity- Capacity Buil ding;
$3 mllion for the Housing Assistance Council;
$2.2 million for the National American Indian Housing Council; and

$3.4 nillion for Wrrking Capital Fund transfers.

Communi ty Devel opnent Bl ock Grants. CDBG funds are provided to entitlement cities, urban
counties and States based on the highest of two fornmulae. Funds may be used for a broad range of
housi ng revitalization, community and econom c devel opnent activities, thereby increasing State
and | ocal capacity for economc revitalization, job creation and retention, nei ghborhood
revitalization, public services, community devel opnent and renewal of distressed communities, and
for |l everaging of non-Federal sources. The 2003 anmounts reflect current (1990) census data and
wi Il change as 2000 census infornation beconmes available. New popul ati on data have been incl uded
for 2002; housing and poverty data will be included in 2003. The Budget proposes to reduce by
hal f the funding for current Entitlenent communities that have a per capita incone (PC) equal to
or nore than 200 percent of the national average. These funds would be reallocated to ensure
that CDBG funds go to conmmunities that have | esser | ocal resources for housing and community and
econom ¢ devel oprment needs. The specific communities will be not know until new PCl data,
reflecting the 2000 Census, becomes available later this year (Sumrer 2002). The savings
achi eved by this proposal assist in providing resources of $16 mllion for a new |l egislative
proposal, the Colonias Gateway Initiative, which will serve some of the poorest communities in
the Nation. The Budget al so proposes an authorizing and fundi ng change for Insular areas, which
woul d becone effective in 2003.
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CDBGis the primary vehicle for the revitalization of our Nation's nei ghborhoods, providing
opportunities for self-sufficiency to mllions of |ower incone Anericans. Since the programs
inception in 1974, roughly $100 billion has been allocated to grantees. There are currently
865 cities and 158 counties that are eligible to receive a COBG entitlenent grant directly from
HUD. In addition, 49 States and the Commonweal th of Puerto Rico award nore than 3,000 CDBG
grants to other small cities and counties from CDBG funds allocated to the States by HUD each
year. Funds for Nonentitlenent grants are awarded by HUD to Hawaii’'s three nonentitl enent
counties on a fornul a basis.

CDBG i s generally recognized as the flagship or mainstay for community devel opnent of
cities, counties and rural areas. |t strikes a great bal ance between local flexibility and
national targeting to | ow- and noderate-income persons. It has devel oped this reputati on over
27 years and is constantly used by local officials to take on new challenges in the areas of
housi ng, nei ghbor hood devel oprment, public facilities, econom c devel opnent and provision of
soci al services. However, the funds for the programcontinue to be stretched further and
further.

One of the cornerstones of the CDBG program has been that it allows grantees to set their
own priorities for the funding of activities. Gantees can use the funds for housing activities,
econoni ¢ devel opnent, public facilities (such as day care centers or health centers), public
i mprovenents (such as street inprovenents), public services (such as social prograns for the
elderly, youth, or abused), urban renewal, or planning and adm nistration.

The CDBG program enphasi zes the Departnent’s mission and vision of working through
partnerships with State and | ocal governments. Because of the significant flexibility in uses of
CDBG funds, the CDBG program are used in conjunction with many other HUD prograns in a systematic
approach to assist communities and target specific populations. Notw thstanding the flexibility
of the program rehabilitating and producing housing is the largest single use (31 percent) of
funds by Entitlenent comunities. Housing activities include rehabilitation of ownership and
rental units, assisting new construction, transitional and tenporary housing, as well as
necessary site i nprovenents and adm ni strative assistance. The second | argest use of funds is
25.6 percent for public facilities and inprovenent.

One criticismof CDBG has been the untinmely expenditures of sone grantees. But the
Depart nent continues to make inprovenents in reducing the nunber untinely and the dollars
associ ated with those nunbers. In the last 27 nonths, HUD has worked with grantees to bring the
nunber untinmely down from 309 to 145 or a decrease of roughly 53 percent, and that nunber
continues to decline. HUD plans to aggressively pursue this issue and expects to nake
substantial progress in the coning year. The fact is 85 percent of grantees are now tinely and
that nunber is grow ng.

As a subset of this issue, the Departnment is proposing a |egislative change that would al so
require State programs to be reviewed for timely expenditures. Currently, the HCDA of 1974 at
section 104(e) requires HUD to review entitlement grantees to determne if they are carrying out
their activities in a tinmely manner. The sane provision requires HUD to review States to
determine if they have distributed funds to | ocal governments in a tinmely way and for States to
review their |ocal governments to determine if the |ocal governments are carrying out their
activities in atinmely way. It does not however require HUD to review the State programto
determine if they are expending funds in a timely way. This proposal would add a requirenent
that HUD review the State programto determine if they are managing the programin a way to
ensure that funds are expended tinely. This addition is needed to clearly give HUD the authority
to take action when necessary to ensure that funds do not build up in unreasonabl e anounts.

In addition, as a conplenent to the CDBG program a commitnent |evel of $275 mllion is
requested for the Section 108 | oan guarantee programin fiscal year 2003. The requested
appropriation | anguage for this programis separate fromthe CDBG appropriation |anguage in the
President’s Budget. As required by the Credit Reform Act of 1990, credit subsidy budget
authority of $6.3 million is requested for the Section 108 | oan guarantee program |In addition,
admini strative funds totaling $1 mllion are requested. The Section 108 | oan guarantee program
is an effective tool for community and economc revitalization available to States and
communi ties. The Section 108 program provi des these entities with a means of |everaging up to
five tinmes their CDBG grants and the flexibility to obtain crucial financing for |arge community
revitalization projects and to respond quickly to conditions created by econom c distress.

Over the past 9 years, the Departnent has committed to 773 projects and conpl eted the
financing on 500 of those for a total of $2.4 billion— projects such as m xed use
commer ci al / housi ng devel opnents, industrial parks, and other business ventures. Wen all 773
projects are conpleted, it is estimated that over 200,000 jobs will have been created or
retained. The Section 108 programallows a locality to issue debt equal to up to five tines its
annual CDBG grant allotnent. The CDBG grant is the nain collateral for these loans. Al though
these | oans have a full Federal guarantee, there has never been a default requiring a Federal
paynent .
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Native American CDBG program This Budget proposes $72.5 mllion for Native Anerican
Housi ng and Econom c Devel opnment Bl ock Grant activities. Since 1974, the CDBG program has been
t he backbone of inprovenent efforts in many communities, providing a flexible source of grant
funds for local governments nationwi de. The program provides funds that they, with the
participation of local citizens, can devote to a wide range of activities that best serve their
devel opment priorities, provided that these projects either: (1) benefit |ow- and noderate-
incone famlies; (2) prevent or elimnate sluns or blight; or (3) neet other urgent community
devel opnent needs. |In 1977, the Housing and Comunity Devel opnent Act of 1974 was anended to
provi de a special funding nechanism the Indian Community Devel opnent Bl ock Grant (I CDBQ
program for Native American comunities. Since 1978, nore than $750 million has been provided
for |1 CDBG funding.

| CDBG funds are distributed as annual conpetitive grants. Funds are allocated to each of
the six Area Ofices of Native Anerican Programs (AONAP), so applicants conpete for funding only
with other tribes or eligible Indian entities within their area. Eigible Activities: |CDBG
funds may be used to inprove the housing stock, provide community facilities, inprove
infrastructure, and expand job opportunities by supporting the econom c devel opnent of the
communi ties, especially by non-profit tribal organizations or |ocal devel opment corporations.
Tribes and Al askan Native Villages are restricted fromusing block grants for construction or
i mprovenent of governmental facilities, government operations, income paynents, or unless
extraordi nary determ nations have been made-new housi ng construction.

The | CDBG programis authorized by section 106(a) of the Housing and Community Devel opnent
Act of 1974, as amended (42USC 5301ff). Regulations are found at 24 CFR Part 1003. It is
adm nistered by the Ofice of Public and |ndian Housing, and the Ofice of Native Anerican
Programs (ONAP). Al |l Federally recognized Indian Tribes and Al askan Native Villages are eligible
to participate in the |1 CDBG program Projects funded by |1 CDBG nust primarily benefit |ow and
nmoder at e-i ncome persons (general ly defined as menbers of |ow- and noderate-income fanilies that
earn no nore than 80 percent of the median incone in the area).

As a set-aside within the Native American CDBG program this Budget al so proposes
$1.5 mllion for the Economi c Devel opment Access Center initiative. Unenploynent in |ndian
country is significantly higher than off-reservation communities and on sone |ndian reservations
unenpl oyment reaches as high as 75 percent. Lack of econom c opportunity, high unenpl oyment and
poor housing conditions and | ack of affordable housing are intertwined issues. In order to
address these conditions, the HUID Ofice of Native Anerican Prograns has | ed a Federal
i nteragency project on Native Anerican Econom c Devel oprent.

The purpose of the initiative is to facilitate sustainable econonic devel opnent within
American I ndian and Al aska Native communities. This is acconplished through the provision of
assistance to Native Arericans, tribes, and tribal entities in their pursuit of self-sufficiency
and sel f-determination. A major focus of this effort is the pronotion of collaborative efforts
bet ween Federal agencies, |enders and foundations, and the private market to find innovative
solutions to chronic econom c devel opnent problens in Indian country.

Wthin the $1.5 mllion for the Econom c Devel opnent Access Center initiative, this Budget
requests a set-aside of $1,250,000 to be used for devel opi ng and nai ntaining i nfornmation
technol ogy systens related to the Econom c Devel opnent Access Center. Also included in the
$1.5 mllion is a set-aside of $250,000 to support contract expertise and training and technical
assi stance to engage in the managenent and oversi ght of the Economi c Devel opnent Access Center.
The training and technical assistance set-aside includes up to $30 thousand for rel ated non- HUD
enpl oyee travel.

Section 107 grants. A total of $38.9 million is included in this Budget proposal for
programs under Section 107 of the Housing and Community Devel opment Act for the follow ng
progr ans:

$3 mllion for Technical Assistance;
$4 mllion for Program Managerment and Anal ytical Support;

Uni versity/ Community Partnership Grant Prograns:

$10 nmillion for Hstorically Black Colleges & Universities (HBCUs);

$3 million for Community Devel opment Work Study (CDWS);

$5.5 mllion for H spanic Serving Institutions Assisting Communities (HSIAC;
$2.4 mllion for A aska & Hawaiian Serving institutions;

$3 mllion for Tribal Colleges & Universities; and
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$8 million for Community Qutreach Partnerships Centers (COPC).

Insular Areas. This Budget proposes approximately $7 mllion for Insular Areas. A
| egislative change will be proposed to nove the authorization for providing funding for Insular
areas from Section 107 to Section 106 (formula funding) of the CDBG authorization. In addition,
the proposal would establish funding at a percentage of the anount available for formula
grantees. Section 107 Grants have been the source of funding for commnity devel opnent activities
in the Insular areas. Funding Insular Areas in Section 106 would allow for the Insular areas to
have statutory assurance of continued funding and would bring themin line with other CDBG
grantees. |In their present authorization status, Insular areas are the only class of CDBG
grantees that do not have statutory assurance of continued funding. |Insular areas that have been
funded include the Virgin Islands, American Sanpa, Quam and the Commonweal th of the Northern
Mari anas.

Techni cal Assistance. This Budget requests $3 mllion for Technical Assistance. Technical
Assistance is a vital conponent to the CDBG program Techni cal assistance projects have assisted
States, conmmunities, and Native Anerican tribes in planning, developing and adm nistering Title |
assistance. In 2003, sonme of these funds will be used to reformthe Consolidated Plan to make it
nore resul ts-oriented and useful to communities in assessing their own progress. A review of the
pl anni ng process is currently underway. The Technical Assistance program enabl es the Depart nent
to provide assistance both directly and through contractors in the foll ow ng areas:

increasing grantee effectiveness to plan and inplenent Title | assistance; this effort
wi | | enphasize inproving the tinmely obligation and expenditure of funds and will
contribute to reducing the nunber of jurisdictions with over bal ances;
i mprovi ng the econom c devel opnent potential of governmental units and increasing the
participation of the private sector in community and econonic devel opnent assisted under
Title I;
I everaging non-Title | funding sources in the use of Title | assistance; and
assisting in special areas, such as:
Homeowner shi p;
Faith-Based initiatives;
Col oni as and ot her especially di stressed popul ati ons;
Ener gy conservation in housing;
Lead saf e housing;
Section 108 grantee docunent preparation; and
Local performance neasurenent.
The CDBG program has not received any funding for Technical Assistance in the past 3 years
and there is increasing pressure for this funding from CDBG grantees because of considerabl e
staff turnover at the local level translating into a pent up need for CDBG training. This
request will provide for community devel opment and job creation training for localities and
capacity building (including operating and project costs) of neighborhood based and community
devel opnent organi zati ons and nonprofits that wish to participate in local comunity devel opnent.
Program Managenent and Anal ytical Support. This Budget requests $4 nmillion for Program
Managenent and Anal ytical Support for identifying and anal yzing | ocal and national needs, program

performance as well as providing localities and other community nenbers with the necessary
gui dance to plan and track perfornance.

These funds will specifically assist netropolitan cities, urban counties, consortia, and
States in preparing information to be submtted to the Department’s information systems; and wll
be used for the analysis and eval uation of that data in managi ng and operating their CPD
programs. The funds will be used for operational support work including:

devel opi ng and maintaining a web site containing programmati c gui dance and system

information for grantees to ensure that grantees are neeting statutory and regul atory
requi rements of CPD prograns;

extracting infornation fromID S and ot her sources and analyzing that information to
nmeasure and anal yze costs; to assess program perfornmance, services delivered, and
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beneficiaries; and to identify, delineate, describe and assess issues on conmmunity
devel oprment prograns and policies. CPD contractors will identify, collect, and anal yze
quantitative and qualitative information and prepare witten assessnents. Devel oprent
of our data efforts will expand our performance nmonitoring and reporting capability for
Gover nment Performance and Results Act purposes. |nproving the econom ¢ devel oprent
potential of governnental units and increasing the participation of the private sector
in community and econonic devel opment assisted under Title |I; and

conducting systemdata purification canpai gns necessary to advance data col |l ection
related to performance neasurenent.

Uni versity/ Community Partnership Grant Programs. This Budget requests $31.9 mllion for
Uni versity prograns/ Community Partnership Gant Prograns. HUD currently provides grants to
uni versities under six programs: Historically Black Colleges and Universities (HBCU), Comrunity
Devel opnent Work Study (CDWS), H spanic-serving Institutions Assisting Comrunities (HSIAQ,
Al aska & Hawaiian Serving institutions, Tribal Colleges & Universities, and the Comunity
Qutreach Partnership Centers (COPC) programs. Funds are used for a work study programand to
assi st institutions of higher education in fornming partnerships with the communities in which
they are located to undertake a range of activities that foster and achi eve nei ghbor hood
revitalization.

Below is a brief description of each program

Historically Black Colleges & Universities (HBCUs). For fiscal year 2003, a total of
$10 mllion is being requested for funding under this program The HBCU program has
provi ded funding to HBCUs since 1980, to assist HBCUs in expanding their role and

ef fectiveness in addressing community devel opnent needs in their localities, including
nei ghborhood revitalization, housing, and econom c devel opnent, principality for persons
of low- and noderate-incone.

Communi ty Devel opment Work Study (CDWS). This Budget proposes $3 nmillion for the COWs
program The CDWS is designed to attract nore minority and di sadvant aged students to
academ ¢ prograns in conmmunity planning and devel opment. Col | eges and universities

t hroughout the country use this programto offer financial aid and work experience to
st :Jdentjsfenlicgjl led in a full tine graduate programin conmunity devel opnent or a closely
related field.

H spanic Serving Institutions Assisting Communities (HSIAC). The Budget proposes
$5.5 mllion for the HSIAC program This programis designed to hel p H spani c-serving
col l eges and universities expand their role and effectiveness in addressing comunity

devel opnent needs- - nei ghborhood revitalization, housing, and econom c devel oprment--in
their localities.

Al aska & Hawaiian Serving Institutions. This Budget proposes $2.4 mllion for the

Al aska Native/Native Hawaiian Institutions Assisting Commnities (AN NH AC) program
This programis designed to assist Al aska Native/Native Hawaiian institutions of higher
education expand their role and effectiveness in addressing comunity devel opment needs
intheir localities. AN NH AC grantees carry out projects designed primarily to benefit
| ow- and noderate-incone residents, help prevent or elininate sluns or blight, or neet
an urgent community devel opment need in the community where the Al aska Native/ Native
Hawai i an institution is |ocated.

Tribal Colleges & Universities. This Budget includes $3 mllion in conpetitive grants
to tribal Colleges and Universities (TCU) to assist themin building, renovating,
expandi ng, and providing equipment for their own facilities, including those that serve
t hese communities.

Communi ty Qutreach Partnerships Centers (COPC). Atotal of $8 million is being requested
in this Budget proposal for the COPC program The COPC program provides grants to
encourage institutions of higher education to join in partnership with their

communities. COPC grantees are expected to play an active and visible role in
revitalizing their communities including applying research to real urban probl ens,
coordinating outreach efforts w th nei ghborhood groups and residents, acting as a | ocal
informati on exchange, gal vani zi ng support for nei ghborhood revitalization, devel oping
public service projects and integrating comrunity outreach into the college or

uni versity’'s basic teaching, research, and service m ssion.

Yout hbui I d. The fiscal year 2003 Budget requests $65 mllion for the Youthbuild program
This programis authorized by Section 164 of the Housing and Community Devel opment Act of 1992
(P.L. 102-550), which amended Title |V of the Cranston- Gonzal ez National Affordable Housing Act
by adding subtitle D, "HOPE for Youth: Youthbuild.”
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Youthbuild is a key tool to naking welfare reformwork by enabling | ow-i ncone youth to nake
a successful transition fromdependency to work. The Youthbuild program which is targeted to
16- to 24-year old high school dropouts, provides disadvantaged young adults with education and
enpl oyment skills through rehabilitating and constructing housing for | owinconme and honel ess
peopl e. The Youthbuil d program has been successful in encouraging at-risk youth to engage in
remedi al education, including | eadership and skills training. The programalso furthers
opportunities for placenent in apprenticeship prograns and gai nful enpl oynment.

Approxi mately 2,947 youth will have been trained and 1,344 units of housing will be
devel oped under the fiscal year 2001 program However, HUD received 360 Youthbuild applications
and only 115 of these were funded. The fiscal year 2003 request for $65 million will provide
nmore than 3,774 young people with skills they need to obtain jobs. This demand for resources
reflects an unmet need in communities that are trying to provide greater opportunities for at-
risk young adults. Therefore, HUD is targeting the available funding to the nost distressed
comunities. HUD is also focusing on the Youthbuild programas a way to foster the devel oprment
of nonprofit organi zati ons which over time can provide the services nentioned above to
di sadvant aged youth and which at the same tinme rely less on HUD s financial support to carryout
these activities

Yout hbui | d effectively reaches one of the nost difficult to serve popul ations:
under educat ed, and/or adjudi cated, unenployed young adults. According to data conpiled by
Yout hBui | d USA in 2000 approxi mately 82 percent of students enter the program without a high
school diploma or GED and nearly 31 percent are on public assistance. Slightly over 40 percent
of students have been adjudicated and an estimated 12 percent have been convicted of a felony.
The issues that the young people are facing-—poverty, broken hones, al coholism and drug
addi ction, welfare and crinme--are comon across racial |ines and anong both nen and wonen. The
Yout hbui | d strategy effectively addresses these issues, in both rural and urban areas across the
United States, by providing an alternative. An estimated 63 percent of participants enrolled in
the Yout hbui | d program graduate, and over 86 percent of graduates attain placenent in jobs or in
school .

The anendnents to the M ni mum Wage | aw enacted in 1996 encourage the hiring of at-risk youth
by maki ng the Work Opportunities Tax Credit available to enpl oyers who hire these young peopl e
Yout hbui | d prograns market this tax credit to encourage enployers to hire Youthbuild graduates in
their businesses, thereby hel ping to break the cycle of poverty and enabling at-risk youth to
becone contributing nenmbers of society.

Col oni as Gateway Initiative (Cd). This Budget includes $16 mllion for the Col oni as
Gateway Initiative (CA) as a legislative proposal. The CE@ would be a regional initiative,
focusing on the 1,500 nile stretch of Southwest border where the nore than 12 million individuals
live. The Colonias are characterized by substandard housing, |lack of availability of basic
infrastructure services and public facilities, little soci oeconomc data, weak inplenmentation
capacity of intermediaries working on housing and econom c devel opnent initiatives, and little
focus on cost recovery and financial sustainability.

The $16 mllion funding request centers upon providing CA@ with the required start-up seed
capital to: (1) develop the necessary baseline of information, and in particular the
soci oeconom ¢ data and a Geographic Information System for the border region, (2) undertake the
requi red business planning to establish and roll-out the CAd and (3) equip, staff, develop the
managenent tools and begin the outreach process of informng |ocal stakehol ders of the m ssion
and nodus operandi of the CA, (4) identify and structure new projects and training initiatives
and (5) fund training, business advice and provision of matching funds required to devel op and
i npl ement sust ai nabl e housi ng and econom ¢ devel opnent projects that once proven could be taken
forward by the private sector

The C3 will be established with the mssion of inproving the coordination of public,
private and community-based resources in the Colonias. |Its main activities will center upon
(1) identifying, prioritizing, and pronoting narket-based housing, infrastructure and economc
devel opnent undertakings in the Col onias, (2) pronoting private sector fundi ng and nanagenent
expertise in support of such devel oprment, (3) supporting capacity building activities of
constituents working on such activities, (4) tracking/assessing the inmpact and sustainability of
such investnents, (5) collecting and di ssem nating soci o-econoni c data and best practices/|essons
| earned, and (6) to capitalize and pilot commercially viable business and financial service
nodel s. The Departrment woul d provide $16 million in fiscal year 2003 to fund busi ness pl anni ng
and start-up technical assistance and information dissemnation activities of the C3.

Sel f-Hel p Honeownership Qpportunity Program The fiscal year 2003 Budget proposes
$65 mllion for the Self-Hel p Homeowner ship Qpportunity Program (SHOP) for |and acquisition
infrastructure inprovenents, and admnistrative costs. This request reflects the President’s
announcement to triple this popular and successful honmeownership programin his My 20" speech at
Notre Dane University. The request also reflects the grow ng capacity of self-hel p housing
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organi zati ons to expand upon recent successes in maki ng honeownership a viable option to | ow-
income fam|lies who otherwi se woul d not be able to acquire a house and the efficiency and success
of the nodel for increasing homeownership. This request further reflects Congressional decisions
to support these activities and to provide ot her funding to expand the capacity of self-help
housi ng organi zati ons.

The SHOP program enbodi es HUD s focus on nurturing partnerships with non-profit
organi zations by providing conpetitive grants to national and regional non-profit housing
organi zations and consortia that specialize in self-hel p honeownershi p. Funds have been
appropriated for SHOP as a set-aside in the CDBG Program appropriation. Annual appropriations of
$20 mllion were made available in fiscal years 1999 and 2000. There was a decrease in funding
to $19.956 nmillion for fiscal year 2001 and a $2 million increase to $22 nillion in fiscal year
2002. Funding for eligible SHOP activities fromthese four grant years wll produce
approxi mately 8,000 new housing units for low- and very | ow income honebuyers. G antees have
conpl eted 917 units and 2,213 units are under devel opment fromfunding in fiscal years 1999 and
2000. Fiscal year 2001 funds were awarded last fall and the availability of the fiscal year 2002
funds will be announced in the fiscal year 2002 Super NOFA. Current SHOP grantees are Habitat for
Humanity International, Housing Assistance Council, Northwest Regional Facilitators, and ACORN
Housi ng Cor por ati on.

In addition, $56.7 mllion in SHOP grants were awarded in fiscal years 1996 and 1998 as a
direct allocation to Habitat for Humanity International and to other providers through
expressions of interest. A mninumof 6,605 new homes will be produced fromthese two grant
years, of which 5,411 units are conpleted, and 1,194 units are under construction. G antees have
conpl eted construction on 6,329 housing units fromall funding years.

The SHOP program has assi sted honebuyers with an average i ncone range of between 50 to
65 percent of area nedian incone, with some grantees assisting honebuyers at 30 percent of area
medi an i ncome. The SHOP program has assi sted new honebuyers with incones as | ow as $15, 000 per
year. The honebuyer’s sweat equity contribution reduces the cost of construction, and has
resulted in purchase prices as |ow as $31,000. The requested appropriation woul d assi st
approximately 5,200 | ow-incone famlies to becone new honeowners.

SHOP has been successful because it provides funding for the acquisition and preparation of
land to assist the efforts of national and regional organizations and consortia, which have
al ready denonstrated a strong ability to obtain nmaterials and nobilize volunteer |abor to devel op
high quality affordabl e housing. Land costs and infrastructure expenses nost often are
responsible for driving the cost of homeownershi p beyond the reach of |owincone famlies. SHOP
funds serve as the “seed money” which provides nomentumfor greatly expanded |evels of
construction investnent.

The presence of Federal funds increases the ability of non-profit organizations to | everage
funds fromother sources, providing a substantial return on a Federal investnent that does not
exceed an average of $10,000 per unit. SHOP provides a trenmendous boost to building efforts
across the country. Gantees indicate that the use of SHOP funds cover about one-quarter of the
cost of producing a unit. Thus, SHOP funds reinforce the very grassroots nature that has nade
sel f-hel p housi ng organi zati ons so successful at inproving housing opportunities for |owincome
families across the country.

Capacity Building for Community Devel opnment and Affordabl e Housing. This programis
aut hori zed by Section 4 of the HUD Denmonstration Act of 1993, which established HUD s
participation in the privately organized and initiated National Conmmunity Devel opment Initiative
(NCDI'). This Budget proposes $25 million for NCDI, in which HUD has been actively invol ved
across three phases of the Initiative’'s work since 1994. A fourth phase of this highly
successful, public/private partnership will enphasize the capacity building of comunity-based
devel oprment organi zations, including community devel opment corporations (CDCs), in the economc
devel opment arena and rel ated devel opment and comunity revitalization activities through the
work of the intermediaries, Local Initiative Support Corporation (LISC) and Enterprise
Foundat i on.

An i ndependent eval uation by the Urban Institute in 2001 indicated that NCD has had a mgjor
i mpact on the organi zati onal growh and capacity devel opnent of CDCs in 23 of the Nation's
poorest communities. As a result of $150 nmillion invested since 1991, which has |everaged
several times that amount from other sources, the nunber of capable CDCs in those localities has
nearly doubled, the top tier has grown by approxi mately 45 percent, and operating budgets have
grown by alnost two-thirds (63 percent), translating into greater effectiveness at enpowering
communities and their residents.

NCDI has thus far enphasi zed housi ng devel opnent —+he core busi ness product for nost CDCs
nati onwi de—al ong with sone investnents in econom ¢ devel opnent, workforce devel opnent, child
care, and community safety. Wthout abandoni ng these inportant areas, each of which is a
critical foundation and conpl ement to econom c devel opnent, this Budget proposes to accelerate
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and expand NCDI's potential in the arena of econom c devel opnent and related areas. CDCs are

i mportant anchor institutions in comunities across Anerica, but many CDCs have |inited expertise
at pre-devel opnent, joint venturing, finance |ayering, commercial asset nmanagenent, or the other
activities that woul d make these organi zations nore effective partners with private investors in
the effort to trigger untapped narkets, increasing enployment and creating jobs. As the Nation's
| eadi ng partnership of public and private funders and intermediaries, NCD is well-positioned to
hel p dramatically expand the economi c and community devel opnent capacity of CDCs and ot her
communi ty-based and nonprofit organizations, as well as joint ventures involving these

organi zati ons.

Since revitalized housing and safer comunities lead to stronger retail demand and ot herw se
stimul at e nei ghborhood econoni es, and since beconing effective at housing devel opnent is often
the first step for CDCs in mastering the distinct chall enges of econom c devel opnent, this fourth
phase represents the |ogical evolution of NCDI's successful investments to date.

Habitat for Humanity - Capacity Building. The fiscal year 2003 Budget requests $4.5 mllion
for Habitat for Humanity's capacity building efforts related to its “sweat equity” honeownership
program Through capacity building efforts, additional staff are trained and made available to
local affiliates which then possess the expanded ability to assist famlies reach their
homeowner ship goals. For exanple, projections of |ocal Habitat for Humanity affiliates using
capacity building funds appropriated in the fiscal year 1997 suppl enental budget indicated a
potential increase in houses built of 169 percent over a 3-year period. The scale of Habitat for
Humanity’'s efforts are likely to produce denonstrable results across the Nation's comunities and
provi de horreowner ship opportunities for | ow and noderate incone famlies who have no other
wor kabl e options to becone honeowners

Housi ng Assistance Council. This Budget proposes $3 nillion for a cooperative agreenent
with the Housing Assistance Council (HAC). Building housing for |ow-incone rural Americans has
been HAC s work for 31 years. 1In 2003, HAC will use HUD funds to continue to work towards this

goal in many ways. HAC will continue to build hones by making loans and grants to | ocal groups.
HAC wi I | continue to build organi zations by providing technical assistance to devel op |ocal
capacity in rural areas nationw de, focusing attention and funding on areas traditionally
underserved. HAC will continue to build know edge by conducting research, and publishing and
distributing the “HAC News” and “Rural Voices.”

As in the past, HAC expects to approve at least 90 loans fromits various |oan funds for the
devel opnent of both owner and rental housing in rural areas. To date, HAC has nade approxi mately
1,500 loans totaling over $118 million representing 38,500 units and 13,425 water and wast ewat er
corrections. For fiscal year 2003, HAC expects, to deliver at |east 3,000 hours per nonth of
technical assistance and training. Al so, HAC will undertake at |east 8 new research projects,
and publish 24 issues of the “HAC News” and four issues of its quarterly rural housi ng nmagazi ne
“Rural Voices.”

Nati onal Anerican Indian Housing Council. This Budget proposes a $2.2 mllion cooperative
agreerment with the National American |Indian Housing Council (NAIHC). Established in 1974, NAI HC
del i vers technical assistance and training to Tribal |y Designated Housing Entities (TDHEs) and
undert akes research and provides information on Native Anerican Housing issues.

In fiscal year 2003, NAIHC will continue to deliver technical assistance and training to the
many tribal housing entities, including Indian Housing Authorities (IHAs), tribal housing
agenci es and regi onal housing associations. In fiscal year 2003, NAIHC will continue to provide
direct support to regional housing associations, |HAs, and tribal housing groups in areas such as
Low- 1 ncone Housing Tax Credits, honebuyer counseling, the HUD Section 184 Loan Program the
| everaging of funds, and in neeting the nmonitoring and other requirements outlined in the Native
Anerican Housing Assistance and Self Determnation Act (NAHASDA). NAIHC s training efforts wll
continue to be directed at assisting |HAs/ TDHES in understandi ng and utilizing NAHASDA. NAI HC
wi Il also undertake at |east two research projects in areas concerning housing and conmunity
devel oprent in tribal areas, and will develop and collect naterials for the Native Amrerican
Housi ng Resource Center.

Wirking Capital Fund transfers. This budget proposes a $3.4 mllion to the Wrking Capital
Fund (WCF) to alTow for systens devel opnent and enhancenents for CPD prograns.
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The followi ng table summarizes the distribution of the 2001 and 2002 appropriations, and the
2003 Budget request:

DI STRI BUTI ON_OF APPROPRI ATl ONS

ACTUAL ACTUAL ESTI MATE
2001 2002 2003
(Dol Il ars in Thousands)
Entitlement Gities and Counties............... $3, 079, 510 $3, 038, 700 $3, 100, 300
Nonentitlenent (States and Snall Gties)....... 1, 319, 790 1, 302, 300 1, 328, 700
Insular Areas .................. .. ... ........ e i 7,000
Subtotal ....... ... ... 4, 399, 300 4,341, 000 4, 436, 000
Native AmBricans. .. ..........c. . 70, 844 70, 000 72,500
Econom ¢ Devel oprment Access Center ......... . [ 1, 000] [1,500]
Section 107 Gants........ ..., 45, 400 42,500 38, 900
Wirking Capital Fund (WCOF) Transfer ........... 14, 967 13, 800 3, 400
Economi c Devel opnent Earmarks..... ............ 357, 340 a/ 294, 200 L
Youthbuild ...... ... ... ... . ... 59, 868 65, 000 65, 000
Resi dent Qpportunity & Supportive Services..... 54, 879 55, 000 [ 55, 000] g/
Housi ng Assistance Council ................... 2,993 3, 300 3, 000
Nati onal Anerican Indian Housing Council ....... 2,594 2, 600 2,200
Nei ghborhood | nitiatives Denonstration......... 43,903 b/ 42, 000 .
Sel f-Hel p Homeowner shi p Qpportunity Program.. .. 19, 956 22,000 65, 000
Habitat for Humanity Capacity Building ........ 3,442 4,000 4,500
Capacity Building (NCDI) . ........ . ... ....... 24,945 25, 000 25, 000
2002 Wnter dynpi cs/ Wah Housi ng Fi nance Agency 1, 996 L. .
Nat i onal Housing Developrnent Corp............. 9,978 5, 000 S
Tribal Colleges and Universities.............. [2,993] c/ [3,000] c/ [3,000] c/
Al aska & Hawaiian Serving Institutions......... [2,993] c/ [4,000] c/ [2,400] c/
Nat’|l GCouncil of LaRaza for Hope Fund ......... S 5, 000 .
Hawai i an Honel ands Honmeownership ............. ... 9, 600 ...
Colonias Gateway Initiative .................. 16, 000
Subtotal ... .. 5,112, 406 d/ 5, 000, 000 4,731,500
Recovery fromterrorist attacks in New York
Transfer of Unobligated balances ........... c 700, 000 ef
New Budget Authority . ..................... 2, 000, 000 f/
Total - CDBG $5,112,406 d/ $7, 700, 000 $4,731, 500

a/  Includes anounts appropriated under P.L. 106-377 and P.L. 106-554. The total
anount was earnmarked for specific projects.

b/ Amounts appropriated are earnmarked for specific projects.

¢/ Funded as a set-aside under Section 107.

d/ Al arnounts appropriated in fiscal year 2001 include an across the board rescission
of .22 percent.

e/ $700 million was transferred into the CDBG program pursuant to the fiscal year
Ener gency Suppl enental Appropriations Act (P.L. 107-38) and Section 434 of the
fiscal year 2002 Appropriations Act (P.L. 107-73), to be used in response to the
terrorist attacks in New York.

f/  $2 billion was appropriated in P.L. 107-117 for recovery fromthe terrorist attacks
in New York.

g/ The fiscal year 2003 request for the Resident Cpportunity & Supportive Services
(ROSS) programis reflected within the Public Housing Capital Fund.

EXPLANATI ON OF | NCREASES AND DECREASES

The Budget proposes $4.7 billion for COBGin fiscal year 2003. Cbligations are expected to
decrease reflecting the assunption that all available funds in 2002 will be obligated in 2002,
and that there will be no carryover of unobligated balances into fiscal year 2003. CQutlays are
expected to increase by $643 mllion fromfiscal year 2002 to fiscal year 2003, reflecting
spendout of bal ances and recent program fundi ng i ncreases, including $2.7 billion for recovery
fromthe terrorist attacks in New York.

PROGRAM DESCRI PTI ON_ AND ACTI VI TY

1. Legislative Authority. CDBGis authorized by Title | of the Housing and Community
Devel opnent Act of 1974, as anended. Two |egisl ative proposals related to the CDBG program are
bei ng devel oped.
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2. Program Area O ganization. The Community Devel opment Bl ock Grant (CDBG program
provi des flexible funding for communities across the Nation to devel op and inplement community
and econom ¢ devel opnent strategies that prinarily benefit | ow and noderate-income individuals.
Communi ty Devel oprment Bl ock Grants are provided to units of |ocal government and States for the
fundi ng of local community devel opment prograns which address housi ng and econom ¢ devel opnent
needs, primarily for low and noderate-incone persons.

G antees access their CDBG funding through the Consolidated Plan process, under which
States and localities establish their local priorities and specify howthey will measure their
performance. A locality's Consolidated Plan serves as the planning, application and reporting
mechani smfor CDBG funds. The Consolidated Plan is the vehicle by which communities identify
communi ty and nei ghbor hood devel opnent needs, actions to address those needs (including specific
activities on which CDBG dollars will be spent), and the measures agai nst which their performance
will be judged. The Consolidated Plan al so provides a neans for identifying key |ow income
nei ghborhoods for targeted nmultiyear investment strategies. Communities establish performance
measurenment systenms to eval uate progress toward neeting |ocally established priorities and
objectives. HUD works closely with States and localities to facilitate conparison of performance
am)nﬁ jurisdictions, and publicizes “best practices” so that comrunities can |earn from one
anot her.

a. Program Purpose. Title | of the Housing and Community Devel opnent (HCD) Act of
1974, as anended, authorizes the Secretary to nmake grants to units of general |ocal government
and States for the funding of |ocal community devel opnent prograns. The programis prinary
objective is to devel op viable urban communities by providing decent housing and a suitable
living environment and by expandi ng econom c opportunities, principally for persons of |ow and
noderate-i ncome. This objective is achieved by limting activities to those which carry out one
of the follow ng broad national objectives: (1) benefit |ow- and noderate-inconme persons;
(2) aid in the prevention or elimnation of sluns and blight; or (3) neet other particularly
urgent community devel opnent needs. At |least 70 percent of all CDBG funds received by a grantee
nust be used for activities that benefit persons of |ow- and noderate-incone over a period of up
to 3 years. Historically, communities have used nore than 90 percent of their CDBG funds for
such activities.

The underlying principle of the COBG programis that recipients have the know edge
and responsibility for selecting eligible activities nost appropriate to their |ocal
circunmstances. In addition, instead of conpeting for categorical project dollars each year, the
entitlement comunities and States have a basic grant allocation so they know i n advance the
approxi mat e anount of Federal funds they will receive annually.

b. Eligible Recipients and Activities.

Eligible Recipients. Eigible CDBG grant recipients include States, units of
general |ocal government (city, county, town, township, parish, village or other general purpose
political subdivision determned to be eligible for assistance by the Secretary), the D strict of
Col unbi a, Puerto Rico, GQuam the Virgin Islands, Anerican Sanpa, the Commonweal th of the Northern
Mari anas, and recogni zed Native Arerican tribes and Al askan Native vill ages.

Eligible Activities. Section 105 of the HCD Act of 1974, as anended, pernits a
broad range of activities to be undertaken by communities assisted under the program ranging
fromthe provision of public facilities or services to econonic devel opnent or residential
rehabilitation and, in some cases, substantial reconstruction of housing.

Fund Distribution. CDBG funds are allocated to States and localities based on the
fornmul ae described bel ow. After deducting designated anounts for set-asides, 70 percent of funds
go to entitlement communities and 30 percent go to States for nonentitlenment communities (snall
cities).

c. Explanation of Funds Allocated by Recipient Category.

1. Fornula Entitlenent. The HCD Act of 1974, as anended, provides for the
distribution of funds to eligible recipients (netropolitan cities and urban counties) for
comuni ty purposes utilizing the higher of two formulas, as shown:

OR G NAL FORMULA SECOND FORMULA
Poverty - 50 percent Poverty - 30 percent
Popul ation - 25 percent Popul ation growth |ag
Over crowded housing - 25 percent (1960- 2000) - 20 percent

Age of housing stock - 50 percent
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"Age of housing stock" means the nunber of existing year-round housing units
constructed before 1940, based on Census data. "Population growth |ag" nmeans the extent to which
the current population of a netropolitan city or urban county is less than the population it
woul d have had if its population growth rate between 1960 and the date of the nost recent
popul 3ti on count had been equal to the growth rate of all nmetropolitan cities over the sane
peri od.

Metropolitan Cities. CGties in Metropolitan Statistical Areas (MSAs) with a
popul ati on of 50,000 and over and central cities of MSAs are entitled to funding on the basis of
one of the fornmulas. For fiscal year 2002, 865 metropolitan cities are eligible to receive
grants. O these, 23 have elected to enter into joint grant agreenents with their urban
counti es.

Urban Counties. The statute also entitles urban counties to formula grants. In
fiscal year 2002, 159 counties nmet the required popul ation threshold and were eligible for
formul a funding. These urban counties include over 4,000 cooperating |local incorporated units
recei ving funding under the program A test for designation as an urban county requires that the
county be authorized under State |aw to undertake essential comunity devel opnent and housi ng
assi stance activities in its unincorporated areas which are not units of general | ocal
gover nrrent .

The urban county nust have authority to perform such functions inits
participating incorporated communities either under State |aw or through cooperative agreenents.
These agreenents nust express the intention of the urban county and its incorporated
jurisdictions to cooperate in essential community devel opnent and housi ng assi stance activities,
specifically urban renewal and publicly assisted housing. Participation by any included unit of
governnment is voluntary. An urban county's qualification is valid for a 3-year period.

2. Nonentitlenent (States and Small Gties Program. Nonentitlenent funds are
al | ocated anong the States according to a dual fornula, with the allocation being the higher of
armount s determ ned under the original formula or a second forrmula which is identical to that used
for entitlenment comunities except that population is substituted for growh |ag.

Under the HCD Act of 1974, as amended, any State that elects to adm nister the
Small Cties programin fiscal year 1985 or thereafter shall be considered to have assumed this
responsibility pernmanently and, if it fails to provide an annual subm ssion, funds will be
real l ocated anong all other States in the succeeding year since 1982. States have had the option
of assum ng responsibility for adm nistering the programand awarding grants to nonentitled units
of governnent. Wiere the State does not so elect, HUD distributes the funds. HUD currently
adm nisters the State CDBG programonly for Hawaii .

Legi sl ative change to treat Hawaii's Nonentitlenent programas entitled. Since
the New York State prograns were transferred to State control in 2001, Hawaii remains as the only
State that has not taken the program Hawaii has only 3 eligible applicants, 3 counties. HUD
currently, by regulation, distributes funds to the counties by the CDBG formula. Wile this
works fairly well, it still causes each programpolicy to be rethought and published separately
for Hawaii. The Departnent is proposing a statutory change that would allow HUD to treat the
three counties as entitlenents and conti nue distributing the funds as we have been. The program
currently provides about $5.1 nillion to the 3 counties. However, HUD will devel op a neans to
take the funds fromthe 30 percent nonentitlenent conponent and not further reduce the 70 percent
entitl ement conponent. This change would allow HUD to adninister one | ess programw th all those
inplications, which would be hel pful to staff in Headquarters and the field. It would al so
solidify the counties’ status as direct entitlements.

3. Section 107 Gants. The Housing and Community Devel opment Act of 1992
(P.L. 102-550) expanded Section 107 authorization to include Commnity Qutreach Partnership Act
fundi ng, Community Adjustnent Planning, assistance to joint State/local governnent/university
prograns, and Regul atory Barrier Renoval Act funding. Section 107 grants have al so included five
program cat egori es provi ding assistance for Insular Areas; H storically Black Colleges and
Uni versities; Comrunity Devel opnent Work Study; funding to States and units of general |ocal
governnent to correct any mscal culation of their share of funds under section 106; and technical
assi stance in planning, devel oping and admi ni stering prograns under Title I.

As nentioned earlier in this justification, the Departnent is al so proposing a
| egi sl ative change to nove the authorization for funding for the Insular areas out of Section 107
and into Section 106.
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A total of $38.9 nmillion is requested for Section 107 grants in fiscal year
2003. These anounts and ot her set-asides are subtracted fromthe total appropriation prior to
al l ocating funds that are provided directly to States and units of |ocal governnent. The
proposed distribution of Section 107 grants foll ows:

DI STRI BUTI ON OF SECTI ON 107

ACTUAL ACTUAL ESTI MATE
2001 2002 2003
(Dol lars in Thousands)

Insular Areas .......... .. 6, 985 7,000 [7,000] a/
Technical Assistance......................... . C 3, 000
Program Managenent and Anal ytical Support...... 4,989 L 4,000
H storically Black Colleges and Universities... 9,978 10, 500 10, 000
Communi ty Devel opment Work Study .............. 2,993 3, 000 3, 000
H spanic-Serving Institutions

Assisting Communities....................... 6, 486 7,500 5, 500
Al aska Native & Native Hawaiian Institutions

Assisting Communities. ...................... 2,993 4,000 2,400
Tribal Colleges & Universities................ 2,993 3, 000 3, 000
Community Qutreach Partnership Centers......... 7,982 7,500 8, 000

Total Section 107......... ... ... . $45, 400 $42, 500 $38, 900

a/ Funded as part of Section 106 fornula grants.

d. Reallocation of Entitlenment Funds. CDBG anmounts allocated to a netropolitan city or
urban county in a fiscal year which become available for reallocation as a result of an eligible
comunity not applying for its allocation are first reallocated in the succeeding fiscal year to
other metropolitan cities and urban counties in the same Metropolitan Statistical Area (MSA).
fThege communities nmust follow a sinple certification process to qualify for receipt of these

unds.

e. Reallocation of Nonentitlenment Funds. Existing |aw requires that anounts all ocated
for use in a State in a fiscal year which become available for reallocation nust be reallocated
according to the following criteria:

in the case of actions against small cities, anmounts that becone available for
reallocation are to be added to amounts available for distribution in the State
in the fiscal year in which the amounts becone avail abl e; and

in the case of actions against a State, these amounts will be all ocated anong
all States in the succeeding fiscal year.

f. Section 108 Loan Quarantees. Section 108 of the Housing and Conmmunity Devel opnment
Act of 1974, as anended, authorizes the Secretary to issue Federal |oan guarantees of private
mar ket | oans used by entitlenent and nonentitlement communities (the latter beginning in 1991
pursuant to the Cranston- Gonzal ez National Affordable Housing Act) to cover the costs of
acquiring real property, rehabilitating publicly owned real property, housing rehabilitation, and
certain econonic devel opnent activities.

A 1994 amendment makes the acquisition, construction or reconstruction of public
facilities an eligible use of these loan funds. The 1994 anendnents al so authorized the
"Economic Revitalization Grants" programto assist the financing of econom c devel opnent projects
in conjunction with loans under the Section 108 program Since 1994, nore than $575 mllion has
been awarded for Econom c Devel oprment Initiative (ED) and Brownfiel ds Econonic Devel opnent
grants under this authority. |In the past, ED and BEDI grants nust be used in conjunction with
Section 108 | oan guarantees to | everage private investnent in urban econom c devel oprent
projects. This Budget al so proposes a |egislative change that would elimnate the requirenent
that a Section 108 | oan guarantee acconpany the application for Brownfields funding.

Begi nning in 1996, budget authority for credit subsidy and adm nistrative costs were
requested to conply with the Federal Credit Reform Act of 1990. For fiscal year 2003,
$6.3 mllion is requested for credit subsidy budget authority and $1 million is requested for
adm ni strative costs of operating the Section 108 | oan guarantee programto support a conmitnent
level of $275 mllion. These anmounts are required to be scored, in accordance with the Federal
Credit Reform Act of 1990, to neasure nore accurately the cost of this |oan guarantee programto
the Federal Governnent. Administrative costs are used for staff and related requirements, as
well as to contract out for certain credit extension functions.
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Thi s Section 108 | oan guarantee programuses a credit subsidy rate of 2.3 percent,
whi ch takes many factors into account, including the fact that the borrowers are considered units
of general |ocal governnent, and that the Federal Government has never had to cover defaulted
| oans.

g. Consolidated Plan Requirenent. In order to receive CDBG entitlenent funds, a
grantee nust develop and submt to HUD its Consolidated Plan and Annual Action Plans, which is a
jurisdiction's conprehensive planning docunments and application for funding under the follow ng
Communi ty Pl anning and Devel opment fornula grant prograns: CDBG HOVE | nvestnent Partnerships,
Housi ng Opportunities for Persons Wth A DS (HOPWA), and Enmergency Shelter Grants (ESG. Inits
Consolidated Plan, the jurisdiction nust identify its goals for these community pl anni ng and
devel opment prograns, as well as for housing prograns. |n addition, the Consolidated Plan nust
include the jurisdiction's projected use of funds and required certifications. These
certifications include that the grantee is followi ng a current HUD approved Consol i dated Pl an,
that not |less than 70 percent of the CDBG funds received over a 1-, 2- or 3-year period specified
by the grantee, will be used for activities that benefit persons of |ow and noderate-income, and
that the grantee is follow ng other applicable |aws, regulations, OMB circulars, and is
affirmatively furthering fair housing. A Consolidated Plan subm ssion will be approved by HUD
unl ess the Plan (or a portion of it) is inconsistent with the purposes of the National Affordable
Housing Act or it is substantially inconplete. The Departnent is working with stakehol ders to
streaniine the Consolidated Plan process to reduce the burden on grantees while naking the plan
nmore useful to conmmunities in assessing their own progress.

States participating in the State CDBG program nust al so devel op and subnit to HUD a
Consol idated Plan simlar to those required of entitlenent comunities. However, in place of a
listing of proposed funded activities, each State nust nerely describe its funding priorities and
must describe the method it intends to use to distribute funds anong communities in
nonentitlenent areas. Each participating State nmust submt certifications that it wll:
(1) follow the Act's citizen participation requirements and require assisted |ocal governments to
follow citizen participation; (2) conduct its programin accordance with the Gvil Rights Act of
1964 and the Fair Housing Act of 1988 and affirmatively further fair housing; (3) set forth and
follow a nmethod of distribution that ensures that each of the funded activities will meet one or
nmore of the three broad national objectives of the program (4) consult with affected | ocal
governnents in determning the nethod of distribution and identifying community devel oprent
needs; (5) and conply with Title | of the HCD Act and all other applicable laws. |t nust also
certify that each housing activity funded will be consistent with the State's Consolidated Pl an.

h. Performance Review. CDBG grantees (entitlenment communities and states) that have
approved Consolidated Plans nmust annually review and report to HUD on its progress in carrying
out its strategic and action plans for comunity devel opment. This includes a description of
CDBG HOVE, ESG and HOPWA funds nade available to the grantee, the activities funded, the
geographic distribution and | ocation of the activities and the types of fanilies or persons
assi sted (beneficiaries), and a report of the actions taken to affirmati vely further fair
housing. The report is an assessnent by the grantee of the relationship of its use of funds to
the specific objectives identified in the Consolidated Pl an.

HUD is required to review or audit a grantees' perfornmance, at |east annually, to
determ ne whether activities have been carried out in a tinely manner, whether activities and
certifications have been carried out in accordance with all applicable | aws, and whether the
grantee has continuing capacity to carry out the program In the case of States, HUD perforns
reviews to determine if the state has distributed funds in a tinmely manner, consistent with its
met hod of distribution, is in conpliance with CDBG requirenments and other applicable | aws and
whet her appropriate reviews of grants awarded to | ocal governnents have been conducted by the
State. HUD is authorized to terninate, reduce or limt the availability of the funds of a
grantee according to review findings follow ng the opportunity for a consultation or in sonme
cases followi ng a hearing before an adninistrative |aw judge. For nonentitlenent grants nade by
HUD to small cities, HUD may adjust, reduce, or w thdraw such funds, or take other action as
appropriate according to review findings.
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STATUS OF FUNDS

Bal ances Avail abl e

a. Unobligated bal ances.
avail abl e for distribution by year:

Unobl i gat ed bal ance, start of

Appropriation.................
Rescissions ................
Witeoffs ..................

Transfer of Unoblig. Balances ......

Prior Year Recoveries.........

Total Available......................

bl igations, gross (excluding
reinbursenents).............
Unobl i gat ed bal ance expiring..

Unobl i gat ed bal ance, end of year.......

b. bligated Bal ances.

bl i gat ed bal ance, start of year.......

bligations, gross............

Subtotal ....................
Qutlays (G0SS)...............
Adj ustnment in expired accounts

Adj ustment in unexpired accounts.......

bl i gat ed bal ance, end of year

NOTE:

The foll owing tabl e conpares program obligations with funds

The status of obligated balances is as foll ows:

ACTUAL ESTI MATE ESTI NATE
2001 2002 2003
(Dol l'ars in Thousands)
$883, 177 $1, 026, 073 ..
5,602, 245 7,000,000 $4, 731, 500
- 489, 789 Ce S
- 3,139 .
S 700, 000
4,201 L. L.
5, 996, 695 8,726,073 4,731,500
- 4,968, 032 -8,726,073 -4,731,500
—'2' 590 JECE FEEE
1, 026, 073
ACTUAL ESTI MATE ESTI MATE
2001 2002 2003
(Dol l'ars in Thousands)
$9, 074, 089 $9, 090, 950 $12, 582, 023
4,968, 032 8, 726, 073 4,731,500
14, 042, 121 17,817,023 17, 313, 523
- 4,939, 123 - 5, 235, 000 -5, 878, 000
- 7,847 L L
-4, 201 L. .
9, 090, 950 12,582,023 11, 435,523

whi ch have been nade available to them

STRATEG C GOALS AND OBJECTI VES: RESOURCES REQUESTED ($ AND FTE) AND RESULTS

See attached Performance neasurenent table.

SELECTED PERFORVANCE MEASURES

Actual outlays are governed by the rate at which communities expend funds

NOTE: Targets are prelinmnary and may be revised with the subm ssion of the full APP docunent.
STRATEGQ C GQOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003
Strategic Goal 2: Help famlies nove fromrental housing to homeownership.
Di scretionary BA (Dol lars in Thousands) $1, 584, 861 $2, 170, 000 $1, 466, 765
FTE
Headquarters 33 34 34
Field 114 118 118
Subt ot al 147 152 152
Strategic hjective 2.1: Expand national honeownership opportunities.
Indi cator: The nunber of honeowners who have 1, 400 1, 400 1, 800
used sweat equity to earn assistance with SHOP antici pated
funding is naxinzed
Strategic hjective 2.3: Increase the availability of affordable rental housing.
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STRATEG C GQOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003
The nunber of househol ds receivi ng housi ng CDBG - CDBG - CDBG -
assi stance with CDBG HOME HOPWA, NHHBG and 172, 445 178, 391 180, 260
I HBG i ncr eases.
Strategi c Goal 6: Enbrace high standards of ethics, managenment and accountability.
Di scretionary BA (Dol lars i n Thousands) $383, 434 $525, 000 $354, 863
FTE
Headquarters 8 8 8
Field 28 28 29
Subt ot al 36 36 37
Strategic Objective 6.2: Inprove accountability, service delivery and customer service of
HUD and our partners.
Indicator: HUD will nonitor 5 percent nore 42% 35% 37%
Consol idated Plan grantees on site for
conpliance with their plans.
I'ndicator: The nunber of CDBG entitlenent 1.5 x = 152; 1.5 x = 137, 1.5 x = 123;
grantees that fail to nmeet regul atory standards 2.0 x = 44 2.0 x = 37 2.0 x =32
for tineliness of expenditure decreases by 10
percent to 123, and the nunber that carry
bal ances above 2 times their nost recent grant
decreases by 15 percent.
Streanl i ne Consolidated Plan NA NA NA
Strategi c Goal 8: Support community and econom c devel opment efforts.
Di scretionary BA (Dol lars in Thousands) $3, 144, 161 $4, 305, 000 $2, 909, 872
FTE
Headquarters 101 66 67
Field 192 234 233
Subt ot al 293 300 300
Strategic Oojective 8.2: Help communities nore readily access revitalization resources to
becone nore |ivable.
I ndi cator: The nunber of househol ds receiving 172, 445 178, 391 180, 260
housi ng assi stance with CDBG HQOVE, HOPWA, and
NAHBG i ncr eases.
Indicator: Atotal of 122,897 jobs will be CDBG 116, 777 | CDBG 121,662 | CDBG 122, 897
created or retained through CDBG and 15, 000 Section 108 Section 108 Section 108
through Section 108. 26, 629 25, 000 15, 000
Indicator: Atotal of 3,774 at-risk youths are 2,947 3,774 3,774
trained in construction trades through
Yout hbui | d.
Indicator: The share of State CDBG funds that 96. 4% 98% 98%
benefit |ow- and noderate-i ncome persons
remai ns at or exceeds 98 percent.
I'ndicator: OOPC grantees will receive an extra 20% 20% 20%
20 percent in non- Federal funds above the match anti ci pat ed
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STRATEG C GQOAL/ GBJECTI VE

ACTUAL
2001

ENACTED
2002

ESTI MATE
2003

amount originally clained in their application
between the tines they start and conplete their
proj ects.

I ndicator: The share of CDBG entitlenent funds
that benefit |ow- and noderate-income persons
renmains at or exceeds 92 percent.

94. 9%

92%

92%

Indicator: The share of CDBG entitlenent funds
that benefit |ow- and noderate-i ncome persons
remai ns at or exceeds 92 percent.

94.9

92

92

FTE Tot al

476

488

489

NA = Not Applicable
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DI STRI BUTI ONS OF FUNDS BY STATE

The foll owing tabl e shows conbined entitlenent and nonentitlenent allocations

2001, 2002 and 2003 appropri ations.
are subject to change

by State, for
The 2003 anounts represent prelimnary estinmates which

ACTUAL ACTUAL ESTI MATE

2001 2002 2003

Dollars In

Thousands
STATE ORTERRI TORY
Al abama $61, 911 $62, 370 $63, 634
Al aska 5,672 5, 560 5,673
Ari zona 54, 730 54, 454 55, 558
Ar kansas 33, 788 33, 751 34, 435
California 538, 300 528, 549 539, 264
Col or ado 43,278 42,223 43, 079
Connecti cut 50, 049 49, 715 50, 723
Del awar e 8, 147 8, 075 8, 239
District of Colunbia 24,333 23, 206 23, 676
Fl ori da. 182, 185 180, 892 184, 559
CGeorgi a. 90, 285 89, 990 91, 814
Hawai i 18, 584 18, 308 18, 679
| daho. 12, 384 12, 350 12, 600
Illinois . 218, 564 215, 228 219, 591
I ndi ana. 84, 596 83, 059 84, 743
| owa 48, 895 48, 398 49, 379
Kansas 34, 893 34, 561 35, 262
Kent ucky 58, 644 58, 237 59, 418
Loui si ana. 84, 942 83, 824 85, 523
Mai ne. 23, 026 22, 896 23, 360
Mar yl and 66, 861 65, 842 67, 177,
Massachusetts 131, 937 129, 996 132, 631
M chi gan 166, 671 167, 294 170, 685
M nnesot a 72,723 70, 828 72, 264
M ssi ssi ppi 46, 607 46, 415 47, 356
M ssouri 85, 705 84, 752 86, 470
Mont ana 10, 860 10, 775 10, 993
Nebr aska 23, 960 23, 940 24, 425
Nevada 16, 949 17,079 17, 425
New Hanpshire 15, 078 15, 068 15, 373
New Jer sey 124, 735 121, 685 124, 152
New Mexi co 23,784 23, 660 24, 140
New Yor k 427, 382 415, 894 424, 325
North Carolina 75, 682 75, 577 77, 109
North Dakot a 8, 377 8, 280 8, 448
Ghi o 198, 398 197, 634 201, 640
Gkl ahoma 38, 208 37, 593 38, 355
O egon 39, 958 39, 396 40, 195
Pennsyl vani a 274,979 271, 142 276, 639
Rhode | sl and 20, 949 20, 236 20, 646
South Carolina 46, 839 46, 840 47,790
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Sout h Dakot a 10, 154 10, 054 10, 258
Tennessee 61, 396 60, 874 62, 108
Texas 305, 515 302, 217 308, 343
Ut ah 24,343 23, 889 24,373
Ver nont 10, 009 9, 956 10, 158
Virginia 71, 243 70, 369 71, 796
Washi ngt on 68, 191 66, 682 68, 034
West Virginia 30, 895 30, 768 31, 392
W sconsi n 82, 180 81, 141 82, 786
Woni ng 4,728 4, 763 4, 860,
Puerto R co 136, 798| 134, 715 137, 446
I nsul ar Areas al al 7,000
Subtotal Entitlement & Non-
Entitl ement 4, 399, 300 4,341, 000 4, 436, 000
QG her activities 713, 106 659, 000 295, 500
TOTAL CDBG 5,112, 406 5, 000, 000 4,731, 500
al Insular Areas are included under other activities in fiscal years 2001 and 2002. There is a
| egi sl ative proposal
in fiscal year 2003 to nove authorization for funding Insular Areas out of Section 107 and
into Section 106.
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