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MEMORANDUM FOR:  	All Community Development Block Grant (CDBG) Program Grantees in California 

FROM: 			Maria Cremer
Director, Office of Community Planning and Development, 
San Francisco Regional Office
William G. Vasquez
Director, Office of Community Planning and Development
Los Angeles Office

SUBJECT: 			CDBG Program Real Property Log
				
	On February 28, 2014, the Inspector General for the U.S. Department of Housing and Urban Development issued an audit that found that HUD needed to improve its oversight of assets transferred by former redevelopment agencies that were funded by the following programs:  Community Development Block Grant, Section 108, Economic Development Initiative, and Brownfield Economic Development Initiative Programs.  The report cited the concern for ensuring that the affordability covenants are upheld despite the transfer of control resulting from the dissolution of California’s redevelopment agencies.  The purpose of this Information Bulletin is to remind all CDBG grantees of the associated requirements and ensure the protection of these program assets.

Regulatory Background

	In accordance with the CDBG regulations found at 24 CFR 570.501, the use of designated public agencies, subrecipients (e.g., Redevelopment Agencies), or contractors does not relieve CDBG grantees of the responsibility for ensuring program compliance.

The relevant Federal regulations governing the management and disposition of real property are 24 CFR 570.505 and 570.506(d) for grantees and 570.503(b)(7) for subrecipients.
Real property means land, including any improvements to and structures located on the land, but excluding any movable machinery or equipment.  

	


For any real property acquired or improved in whole or in part with CDBG funds in excess of $25,000 within the grantee’s control, the use or planned use of the property (including the beneficiaries of such use) cannot change without first providing affected citizens notice and opportunity to comment, and determining that either:

a. The contemplated new use meets one of the National Objectives and is not a building for the general conduct of government; or,

b. The contemplated new use is deemed appropriate (after consultation with affected citizens) but will not meet a National Objective.  In this latter case, the grantee must reimburse the CDBG program in the amount of the current fair market value of the property, less the value attributable to the non-CDBG portion of the acquisition or improvements.

In addition, the recordkeeping requirements found at 24 CFR 570.506(d) require that documents be maintained to demonstrate compliance with 24 CFR 570.505 regarding any change of use of real property acquired or improved with CDBG assistance.  

	For property acquired or improved in whole or in part with CDBG funds in excess of $25,000 within the subrecipient’s control, the written agreement requirements stipulate that the property must either:

a. Be used by the subrecipient to continue to meet one of the CDBG program’s National Objectives for at least 5 years after the expiration of the Subrecipient Agreement (or a longer time as specified by the grantee in the Subrecipient Agreement); or,

b. If a National Objective is not met during this time period, the grantee must be reimbursed for the current fair market value, less any portion of the value attributable to non-CDBG funds.  This payment would be considered program income to the grantee. (No payment is required after the period of time specified in paragraph (a) above.)

Please be advised that these regulations also include recipients of funding from the Section 108 Loan Guarantee, Economic Development Initiative (EDI), Brownfields Economic Development Initiative (BEDI), and Neighborhood Stabilization Program (NSP) funding.  

Safeguarding CDBG-Funded Assets

	According to the audit report, insufficient documentation was maintained to monitor CDBG-funded assets that were part of the State of California’s mandated shutdown of grantee’s redevelopment agencies.  Specifically, adequate records could not be provided to support ownership of the sampled assets.  This is problematic because these assets are at risk of being transferred to entities that may not continue to meet CDBG program objectives.  It also presents a potentially significant loss of program income, which could have otherwise benefited CDBG programs.

	


As a result, we will be monitoring CDBG grantees to ensure that they are maintaining a database to track real property acquired and/or improved with CDBG funds in excess of $25,000.  Following is a list of the suggested fields that should be contained in this real property log.  The items identified in bold and with an asterisk represent the minimum level of data that must be maintained.  A sample log is enclosed (please see Attachment A).

General
1. Program – CDBG, Section 108, EDI, BEDI*
2. IDIS Activity Number or Grant Number for 108/EDI/BEDI projects 
3. Address* – Address of property and legal description (e.g., parcel and lot number)
4. Acquisition/Improvement Date* 
5. Amount of CDBG/108/EDI/BEDI Assistance*
6. Source and Amount of Non-CDBG Funds 
7. Total Acquisition/Improvement Cost – (Sum of Items 6 and 7)
8. Name of Titleholder* 

For Recipient-Owned Properties
9. Disposition Information
a. Disposition Date – If not applicable, please state “Active”.  
b. Program Income Due to Recipient?  If “yes”, please enter amount in 9c below.  If “no”, no further entries required.
c. Program Income Amount*
d. Date Program Income Received
e. Program Income Recorded in IDIS/QPR?  (yes/no)

For Subrecipient-Owned Properties
10. Reversion of Assets Clause Termination Date – Five years after termination of subrecipient agreement or recipient-determined date, whichever is later
11. Disposition Information
a. Disposition Date (if applicable)* – If not applicable, please indicate “Active”.  
b. Program Income Due to Recipient?  If “yes”, please enter amount in 12c below.  If “no”, no further entries required.
c. Program Income Amount*
d. Date Program Income Received
e. Program Income Recorded in IDIS/QPR?  (yes/no)

	Please be advised that a real property log does not replace the need for maintaining comprehensive records in your activity files; rather, it may serve as a management tool for safeguarding CDBG-funded program assets.  As HUD programs make a substantial investment in a community’s real and capital projects, CPD strongly recommends all grantees to review applicable programmatic and overlay requirements, agreements, and their inventory of assisted projects to confirm that the above standards are met for continued project success.

	If you have any questions, please call or email your assigned CPD Representative.
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Grantee-Owned Properties

	Program
	IDIS Act. No. 
	Address/ Legal Description
	Acquisition/
Improvement Date
	Amount of CDBG/108/
EDI/BEDI Assistance
	Source and Amount of Non-CDBG Funds
	Total Acquisition/ Improvement Cost
	Name of Titleholder
	Disposition Information

	
	
	
	
	
	
	
	
	Disposition Date
	Program Income (PI) Due? (yes/no)
	PI Amount
	Date PI Received
	PI Recorded in IDIS/QPR?
(yes/no)
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Subecipient-Owned Properties

	Program
	IDIS Act. No. 
	Address/Legal Description
	Acquisition/
Improvement Date
	Amount of CDBG/108/
EDI/BEDI Assistance
	Source and Amount of Non-CDBG Funds
	Total Acquisition/ Improvement Cost
	Name of Titleholder
	Reversion of Assets Termination Date
	Disposition Information

	
	
	
	
	
	
	
	
	
	Disposition Date
	Program Income (PI) Due? (yes/no)
	PI Amount
	Date PI Received
	PI Recorded in IDIS/QPR?
(yes/no)
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