Chapter 3 - Record of Changes

Date Description of Change Section
2020 DED Implemented Duplicate of Benefits Policy Special Policies for Activities
2022 Special Assessments are highly discouraged starting in Program Year Special Policies for Activities
2022

2025 Chapter Specific: Highlighted [DED & HUD] examples with text boxes
throughout chapter. Significant formatting in Eligible and Ineligible
activities sections. Added crosswalk for other resources.

CHAPTER 3 —
CDBG NATIONAL OBJECTIVES & FUNDABILITY

3.1 CDBG NATIONAL OBJECTIVES

Before DED can fund any activity with CDBG funds, completely or in part, a determination must be made as to whether
the activity! is eligible under Title | of the Housing and Community Development Act of 1974, as amended. Activities must
address at least one of the following three National Objectives of the CDBG Program:
= Benefit low and moderate income (LMI) persons
= Aid in the prevention or elimination of slums or blight
= Meet other community development needs having a particular urgency, because existing conditions pose a
serious and immediate threat to the health or welfare of the community and are of recent origin or recently
became urgent, and where other financial resources are not reasonably available to meet such needs.

There are different criteria by which an activity can meet a national objective, as shown in the following chart. Below is
additional information on each of the three CDBG National Objectives, and their subcategories.

National Objective
[ [
[ Low/Moderate [ Slum/Blight ] [ Urgent Need ]
|

[ Area Benefit ! Area Basis ]

[ Limited Clientele -' F Spot Basis ]

[ Housing

[ Jobs

! Activities that fall under an authorized category of basic eligibility; statute and regulations also place special requirements on certain
categories of eligible activities.
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l. Low and Moderate Income (LMI) Persons
Often referred to as the “primary” national objective, federal regulations require DED to expend at least 70% of its CDBG
funds to meet the LMI National Objective. In addition, subrecipients must ensure that the activities proposed, when taken
as a whole, will not benefit moderate-income persons to the exclusion of low-income persons. Activities that benefit low-
and moderate-income (LMI) persons are divided into four subcategories:

= Area benefit activities (LMA)

= Limited clientele activities (LMC)

= Housing activities (LMH)

= Job creation/retention activities (LMJ)

Area Benefit Activities (LMA)

An LMA activity is one whose benefits are available to all the residents in a particular service area, where at
least 51% of the residents are LMI persons. The service area of the activity must be primarily residential and
meet the identified needs of LMI persons.

Area Benefit Test. The simplest manner of meeting the area benefit test is where (1) the service area is the
congruent with the municipal boundaries and (2) the municipality meets the 51% or more threshold.

For example, building a community center in an LMI town could qualify as an Area Benefit activity where the facility was
identified in a comprehensive plan or other planning process. The benefits of this type of activity are available to all
persons in the area regardless of income. Another example, the construction of a water tower servicing Anytown is eligible
where Anytown meets the area benefit test.

The determination of an activity’s service area is critical to this subcategory. Once a service area is determined,
the data on the percentage of LMI residents is derived from one of two sources.
1. Primary source of data: HUD-provided Low/Moderate Income Summary Data (LMISD)
2. Methodologically sound local income surveys to determine the percentage of LMI residents in activity
service area(s) (Reference: 24 CFR 570.483(b)(1)(i)).

LMISD is based on the American Community Survey (ACS) data and summarizes data on percentage of LMI
residents by census tract/block group. Based on a multitude of factors, this summary data may not always be
appropriate in making the determination for an activity’s service area(s). Such instances include where the area
that will be served by an activity is not coterminous with census tracts, block groups, or other officially
recognized boundaries, but also where events have occurred giving reason to presume the data is no longer
accurate (e.g. closing of a major employer, annexation, etc.). For additional guidance on income surveys and
survey methodology, see appendices. Exhibit E, E1, E2, which is part of CDBG’s Applications documents, provides
instructions on census and surveys provide Exhibits are available on CDBG’s Application Guidelines page at:
https://opportunity.nebraska.gov/programs/community/cdbg/quidelines/.

The activity’s service area does not need to be consistent with census tracts or other officially recognized
boundaries, but it must be the entire area served by the activity. Activities of the same type that serve different
areas must be considered separately on the basis of their individual service areas.

In determining whether an activity will actually benefit LMI persons, the net effect of the completed activity is
considered. The mere location of an activity in an LMI area does not conclusively demonstrate that the activity
benefits LMI persons. It does not mean that activities located in commercial districts cannot be qualified under
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the LMI area benefit category on the virtue of their geography. The “primarily residentia
service area of the activity.

test is applied to the

For example, activities that support the infrastructure of a commercial district composed of institutions and firms that
serve a national or international clientele will not qualify under LMI area benefit.

In contrast, if the commercial district is composed of stores and businesses that serve local customers such that the service
area boundaries of the commercial district are around a primarily residential area with the requisite percentage of LMI
residents, the activity qualifies under the LMI area benefit category?.

However, activities and facilities designed to meet special needs located within a service area cannot meet the
area benefit test (e.g., a senior center and childcare centers qualify under LMC and not LMA).

Activities under public facilities and improvements tend to provide benefits to all residents in the service area.
In such cases, the activities are eligible when it meets the area benefit test.

However, where municipalities have distinguishable neighborhoods and/or where the activity can be shown to
benefit a service area within the jurisdictional boundaries of the subrecipients, such activities may meet the
area benefit test. Such activities where the municipality does not meet the area benefit test, but where a service
area does meet the area benefit test may include improvements serving a LMI neighborhood by paving a gravel
road and installing drainage improvements; acquiring land for use as a neighborhood park; or building or
rehabilitating a library.

NOTE: Where a library service area includes the entire municipality, the municipality must meet the area benefit test not
just the neighborhood where it is located.

Following statutory requirements of HCDA Section 105(c)(2), for an activity to meet the area benefit test, it must
qualify on the basis of the income levels of the persons who reside in the area served by the activity. To illustrate,
if the assisted activity is a park that serves an area having a LMI concentration below 51%, the activity may not
qualify even if there is reason to believe that LMI persons will primarily use the park.

Limited Clientele Activities (LMC)

A LMC activity benefits a specific group of people (rather than all the residents in a particular area), at least 51%
of whom are LMI persons. However, the following kinds of activities do not generally qualify under LMC based
on federal statutes3:

= Activities where the benefits are available to all the residents of an area

= Activities involving the acquisition, construction, or rehabilitation of property for housing

= Activities where the benefit to LMI persons is the creation or retention of jobs (except for certain
microenterprise and job training activities as described below)

To qualify under Limited Clientele criteria, the activity must meet one or more of the following criteria that
would benefit a clientele generally presumed to consist principally of LMI persons, provided there is no evidence
to the contrary. With respect to determining the beneficiaries of activities as LMI and qualifying under the
limited clientele category, activities must meet one of the following tests:

2 SBCDBG_Tab 05_Chapter 3_4.18.12.docx (hud.gov) (*link is to a pdf document*)
3 SBCDBG_Tab 05_Chapter 3_4.18.12.docx (hud.gov) (*link is to a pdf document*)
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1. Benefit a clientele that is generally presumed to be principally LMI, this presumption includes:
= Abused children;
= Battered spouses;
= Elderly persons (62 and older?);
= Severely disabled adults® (as defined by the Census);
= Homeless persons;
= |lliterate adults;
= Persons living with AIDS; or
= Migrant farm workers.
2. Require documentation on family size and income demonstrating that at least 51% of the clientele are LMI.
(See Chapter 13 on reporting requirements); or
Have income eligibility requirements limiting the CDBG-funded activity to LMI persons only; or
4. Be of such nature and location to conclude that clients are primarily LMI. Example: Daycare Center
designated to serve residents of a public housing complex.

w

Activities that serve a service or target area generally cannot qualify under the Limited Clientele criterion. For example,
while a clinic serving only persons with AIDS living in a particular area would clearly qualify as a Limited Clientele activity,
a clinic providing CDBG-subsidized health services that are available to all persons in the area would not. It must instead
meet the criteria for an Area Benefit activity.

Similarly, improvements to a library or community center are eligible under LMC only where those activities explicitly
address removal of architectural barriers.

Removal of Architectural Barriers Activity under LMC
Generally, removal of architectural barriers meets LMI national objective on the subcategory basis of benefiting
limited clientele (LMC). Activities involving removal of architectural barriers are those explicitly addressing
mobility for elderly persons or the severely disabled by assisting with:
= The reconstruction of a public facility or improvement, or portion thereof that does not qualify under
the area benefit (LMA) category
= The rehabilitation of privately owned nonresidential building or improvement that does not qualify
under area benefit (LMA) or job creation/retention (LMJ) category
= The rehabilitation of common areas in a residential structure that contains more than one dwelling unit
that does not qualify under housing activities category (LMH) for meeting national objectives

NOTE: Proceed with caution when undertaking improvements that can be classified as removal of
architectural barriers. If there is a presumption that an activity benefits limited clientele, the benefit may be
challenged in a particular situation if there is substantial evidence that the persons in the group the activity is
designed to serve are most likely not principally LMI persons. If the new construction of a public facility or
improvement cannot meet a national objective based on either area benefit or the clientele to be served, then
the features required in such construction in order to provide for accessibility to handicapped persons also
cannot meet a national objective.

424 CFR 5.403
524 CFR 8.3
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Housing Activities (LMH)

An LMI Housing activity is one carried out for the purpose of providing or improving permanent residential
structures for occupation by LMI households upon completion. This would include, but not necessarily limited
to, owner occupied rehabilitation of residential property.

Housing units can be either owner or renter-occupied in either one family or multi-family structures. Rental
units occupied by LMI persons must be at affordable rents as defined by DED.

Activities that do not qualify under LMH include code enforcement, interim assistance, microenterprise
assistance, and special economic development activities.

Job Creation/Retention Activities (LMJ)

Projects incorporate LMJ by benefiting a business through job creation, job retention, or both job creation and job
retention. Such job creation or job retention must involve the employment of persons, the majority (i.e. at least 51%) of
whom are made available to or held by LMI persons. Jobs are computed on a (FTE) full-time equivalent basis.

DED Examples of Economic Development LMJ activities that qualify when at least 51% of jobs created/retained will
be for LMI persons include:

= Rehabilitation activity that that will correct code violations and enable a business to survive and retain jobs

= Financial assistance to a manufacturer for the expansion of its facilities that is expected to create permanent jobs
=  Assist a business that creates four new jobs and agrees that three will be for LMI persons.

Examples of Tourism Development LMJ activities
=  Financial assistance to a business that is expected to create permanent jobs; 51% of those to LMI persons.

Il. Slum and Blight

The prevention or elimination of slum and blight is a CDBG National Objective that focuses on activities that
create a change to the physical environment of a deteriorating area. This contrasts with the LMI benefit
national objective where the goal is to ensure that funded activities benefit LMI persons. HUD strives to ensure
that activities qualifying under this National Objective are clearly eliminating objectively determinable signs of
slums and/or blight in a defined slum or blighted area (i.e. area basis - SBA) or are strictly limited to eliminating
specific instances of blight outside such an area (i.e. spot basis - SBS).

Under the LMI benefit national objective, determining the number of LMI persons that actually or could
potentially benefit from an activity is central to qualifying the activity. Under the elimination of slum and blight
national objective, determining the extent of and physical conditions that contribute to blight is central to
qualifying an activity.

There are two ways to meet the Slum and Blight National Objective:

= Area Basis (SBA)

= Spot Basis (SBS)
For more information, please review the specific HUD guidance on the slum and blight national objective.
Statutory citations include HCDA Sections 101(c), 104(b)(3), and 105(c).
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Area Basis (SBA)

To qualify under the national objective of slums/blight on an area basis, an activity must meet all of the following
criteria:

1) The area is designated by the official action of the local government and must meet a definition of a
slum®, blighted?, substandard, or deteriorating area under applicable state statute or local law.
2) The area must exhibit signs of economic disinvestment as indicated by at least one of the following
physical signs of blight or decay:
a. 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:

i. The proportion of buildings in the area that are in such condition is at least equal to that
specified in the applicable State law for this purpose?; or

ii. 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 25%° of
all the buildings in the area must meet the local government’s definition of:

= Deteriorated or deteriorating
=  Abandonment of properties

= Chronic high occupancy turnover rates or chronic vacancy rates in commercial or
industrial buildings

= Significant declines in property values or abnormally low property values relative
to other areas in the community

= Known or suspected environmental contamination
b. The public improvements throughout the area must be in a general state of deterioration?°,

NOTE: 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.

3) Documentation must be maintained by the subrecipients on the geographical and/or physical
boundaries of the area and the conditions that qualified the area at the time of its designation, or re-
designation (redetermination) as appropriate. The subrecipients must establish definitions of the
conditions (listed under item #2 above) and maintain records to substantiate how the area met the slums
or blighted criteria.

NOTE: The area must be re-designated every 10 years!! for continued qualification, and documentation must be
retained.

4) Activities to be assisted with CDBG funds are limited to those that address one or more of the conditions
that contributed to the deterioration of the area and subsequent designation (or re-designation) thereof.

6 Section 18-2103(31) Neb. R.R.S.
7 Section 18-2103(3) Neb. R.R.S.
$ 24 CFR 570.208(b)(1)(i)

924 CFR 570.208(b)(1)(ii)(A)
1024 CFR 570.208(b)(1)(ii)(B)
1124 CFR 570.208(b)(1)(iii)
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NOTE: This requirement 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.

DED Examples of qualifying activities under SBA include:

(1) rehabilitation of an abandoned elementary school building located in a designated blighted area and where the building
will be converted to a library or community center;

(2) infrastructure improvements in a deteriorated area; and

(3) establishment of a commercial rehabilitation facade improvement program to assist businesses in redeveloping a
blighted area.

Planning-only grants can meet this national objective where the plans are for the entire slum or blighted area,
or if all elements of the planning are both necessary for and related to an activity that, if implemented, could
be shown to meet the slum/blight national objective criteria. Because an activity must meet a national objective
throughout the life of the grant, an area that is not yet designated cannot meet this category.

Spot Basis (SBS)

An activity must be designed to eliminate specific conditions of blight or physical decay not located in a
designated slum or blighted area; and be limited to one of the following: acquisition, clearance, relocation,
historic preservation, or rehabilitation of buildings, but only to the extent necessary to eliminate specific
conditions detrimental to public health and safety. (Public improvements cannot qualify under this standard
except for rehabilitation of public buildings and historic preservation of public property that is blighted.)

To comply with the SBS National Objective an activity must meet the following criteria:
1) Officially designated and meet the requirements of State statutes;
a. A substantial number of deteriorated or deteriorating buildings throughout the area or
b. Asawhole, publicimprovements throughout the area must be in a general state of
deterioration.
2) Documentation is maintained substantiating those conditions considered as a part of designation and
re-designated every 10 years'?; and
3) The activity must be designed to eliminate specific conditions of blight, physical decay, or environmental
contamination not located in a designated slum or blighted area.

Where the assisted activity is acquisition or relocation, it must be a precursor to another eligible activity (funded
with CDBG or other resources) that directly eliminates the specific conditions of blight or physical decay, or
environmental contamination. This requirement is not intended to discourage acquisition and relocation as pre-
development activities and does not mandate that a proposed plan be in place before CDBG funds can be spent.

For example, a subrecipient could clean up a contaminated site without acquiring the site; however, if the subrecipient
acquired the site first, the project would be considered to meet the slum/blight national objective criteria only after clean-
up occurred.

1224 CFR 570.208(b)(1)(iii)
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lll. Urgent Need

Use of this national objective category is extremely rare. It is designed only for activities that alleviate emergency
conditions. Urgent Need activities must meet the following qualifying criteria:

= The existing conditions must pose a serious and immediate threat to the health or welfare of the
community

= The existing conditions are of recent origin or recently became urgent (generally, within the past 18
months)

= The subrecipient is unable to finance the activity on its own, and

= Other sources of funding are not available

3.2 CDBG PROGRAM FUNDABILITY

Fundability refers to key thresholds that determine the ability of projects and programs to receive CDBG funding.
DED’s review process for all subrecipient CDBG funding applications must include a fundability determination
that is completed prior to Notice of Approval.

All CDBG activities, and activities completed for CDBG Match, must meet two criteria:
1) Meet a CDBG National Objective (National Objective Compliance)
2) Must be eligible for funding (Activity Eligibility)

National Objective Compliance refers to the determination made as to whether or not an activity meets a CDBG
National Objective based on a subrecipient’s application narrative and the activity description noted within the
budget section of a subrecipient’s application.

Activity Eligibility refers to the determination made as to whether or not an activity is eligible based on a
subrecipient’s application narrative and the activity description noted within the budget section of a
subrecipient’s application. Once a project is awarded, and an executed subrecipient agreement has been
obtained, the subrecipients must complete the activities that were identified within the agreement. Failure to
progress and complete an activity as awarded and identified within the agreement, will result in disallowance
of CDBG funds and the subrecipient to repay to DED for funds previously drawn down.

Eligible and Ineligible Activities

The Housing and Community Development Act of 1974 (HCDA), as amended, is the primary authority for
determining the eligibility of potential CDBG activities. The activities listed in Section 105(a) may be funded in
whole or in part with CDBG funds. An Activity is a budget line-item documenting the work component(s)
comprising a project to be funded by the opportunity award and are synonymous with “HUD Matrix Codes”.

All activities identified within HUD’s Guide to National Objectives are eligible for funding; however, these may
not be considered a priority within the State of Nebraska’s CDBG Program. The State has the authority to be
more restrictive in identifying activity priorities that are completed through the State CDBG Program.

The State has adopted Priority Activities as part of the State’s Consolidated Plan and Annual Action Plan.

Restrictions or ineligible activities are identified in each opportunity section in Part Ill — CDBG Application
Opportunities.
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Note: Not all eligible activities universally meet a national objective. Some activities are only fundable under
specific criteria. The complete list of eligible and ineligible activities is also identified and summarized within
HUD’s “Guide to National Objectives and Eligible Activities for State CDBG Programs”. Link is provided below in
Other Resources.

Eligible Activities

All project activities must be eligible for funding according to the HCDA Section 105(a). The general rule is that
any activity that is not authorized by the HCDA is ineligible to be assisted with CDBG funds. Common eligible
activities include, but are not limited to, the following:

Acquisition (Section 105(a)(1))
Clearance & Demolition (Section 105(a)(4))
Fire Equipment (Section 105(a)(2))

DED Example: the purchase of a fire truck

Public Facilities (Section 105(a)(2))
Public Infrastructure (Section 105(a)(2))

DED Examples: Street improvements including curb, gutter, and sidewalk, which may include energy efficiency
improvements for lighting, storm sewer improvement, flood control drainage improvements.

Public Services (Section 105(a)(8))

Payment of non-federal share (Section 105(a)(9)): any proposed use of CDBG funds to pay the non-
federal share of a federal grant-in-aid program should be evaluated against the requirements of the
applicable eligibility category

Planning and Capacity Building (Section 105(a)(12))

Facade Improvements of Commercial Buildings & Correction of Code Violations (Section 105(a)(4))
Relocation (Section 105(a)(11))

Removal of Architectural Barriers (Section 105(a)(5))

o Single or multi-use facility improvements that are designed to provide public recreational and
social activities

o That restrict accessibility for elderly and handicapped persons in support of public
facilities/infrastructure, which includes buildings used predominantly for the general conduct of
government

Economic Development Assistance to For-Profit Business (Section 105(a)(17))
General CDBG Administration expenses (Section 105(a)(13))
Technical Assistance (Section 105(a)(13))

Ineligible Activities
Any activity that is not authorized by the HCDA Section 105(a) is ineligible to be assisted with CDBG funds.
Common ineligible activities per 24 CFR 570.207 include, but are not limited to, the following:

General government expenses: Expenses required to carry out the regular responsibilities of the unit of
general local government are not eligible for assistance.

Political Activities: CDBG funds may not be used to finance the use of facilities or equipment for political
purposes or to engage in other partisan political activities, such as candidate forums, voter
transportation, or voter registration.
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= Purchase of equipment: The purchase of construction equipment is ineligible. However, the purchase of
construction equipment for use as part of a solid waste disposal facility is eligible under the category of
Public Facilities and Improvements.

* Furnishings and personal property®3: The purchase of equipment, fixtures, motor vehicles, furnishings,
or other personal property not an integral structure fixture is generally ineligible, unless eligible as part
of an administration or public service activity.

= QOperating/Maintenance expenses?: The general rule is that any expense associated with repairing,
operating or maintaining public facilities, improvements and services is ineligible.

(24 CFR 570.207(b)(2)(i)): maintenance and repair of publicly owned streets, parks, playgrounds, water and sewer
facilities, neighborhood facilities, senior centers, centers for persons with disabilities, parking, and other public
facilities and improvements. Examples of maintenance and repair activities for which CDBG funds may not be used
include the filling of potholes in streets, repairing cracks in sidewalks, the mowing of recreational areas, and the
replacement of expended street light bulbs; and

24 CFR 570.207(b)(2)(ii) Payment of salaries of staff, utility costs and similar expenses necessary for the operation of
public works and facilities.

= New housing construction activities or other activities associated with new residential construction
purposes are ineligible.
= CDBG funds cannot be used for income payments for housing or any other purpose.

DED Examples of ineligible income payments include payments for income maintenance, housing allowances, down
payments, and mortgage subsidies.

One-time payments made on behalf of persons or families to meet emergency needs such as housing or essential
utilities is not an income payment and is eligible.

= Buildings or portions thereof used for the general conduct of government as defined in HCDA Section
102(a)(21). This does not include, however, the removal of architectural barriers involving any such
building, which may be assisted under the category of Public Facilities and Improvements.
Subrecipients should work with a DED Program Representative in order to determine which activities are
appropriate for CDBG funding for any given project.

Special Policies for Activities

1) Facilities containing both eligible and ineligible uses: Refer to the CDBG Application Guidelines for more
information.

2) Fees for use of facility: Refer to the CDBG Application Guidelines for more information.

3) Target Area Definition: Refer to the CDBG Application Guidelines for more information.

4) Special Assessments: The term special assessment means the recovery of the capital costs of a public
improvement, such as streets, water, or sewer lines, curbs, and gutters, through a fee or charge levied
or filed as a lien against a parcel of real estate as direct result of benefit derived from the installation of
a publicimprovement, or a one-time charge made as a condition of access to a public improvement. This
term does not relate to taxes on property or the establishment of the value of real estate for the purpose
of levying real estate, property, or ad valorem taxes, and does not include periodic charges based on the

13 https://www.hudexchange.info/sites/onecpd/assets/File/ CDBG-State-National-Objectives-Eligible-Activities-Chapter-2.pdf
1424 CFR 570.207(b)(2)
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5)

use of a public improvement, such as water or sewer user charges, even if such charges include the
recovery of all or some portion of the capital costs of the public improvement.

Where CDBG funds are used to pay all or part of the cost of a public improvement, special assessments
may be used to recover capital costs as follows:
a) Special assessments to recover the CDBG funds may be made only against properties not owned
and occupied by LMI persons (such assessments are program income), or
b) Special assessments to recover the non-CDBG portion may be made provided that CDBG funds
are used to pay the special assessment on behalf of all properties owned and occupied by LMI
persons; except that CDBG funds need not be used to pay the special assessments on behalf of
properties owned and occupied by moderate income persons if the subrecipients certifies that it
does not have sufficient CDBG funds to pay the assessments on behalf of all of the LMI owner-
occupant persons (funds collected through such special assessments are not program income).
Duplication of Benefits: Projects funded are subject to the duplication of benefits (DOB) test, which
means grant funds may not be used to pay costs if another source of financial assistance is available to
pay that cost. Under the Robert T. Stafford Disaster Relief and Emergency Assistance Act of 1974 (the
“Stafford Act”) requirements, Congress instituted a goal to achieve greater coordination and
responsiveness of disaster preparedness and relief programs. Accordingly, Stafford Act duplication of
benefits (DOB) requirements apply to all federal agencies, including HUD, administering a disaster
recovery program providing financial assistance for emergency response and long-term recovery.

3.3 OTHER RESOURCES & CROSSWALK

Most of the resources below are maintained at the federal level. The information listed in the tables and associated URLs
are provided as a reference and may not be exhaustive; requirements may vary from project to project depending upon
the nature of the activities carried out with CDBG funds. If you are unable to access information at the link(s) listed and
need assistance, please contact your DED representative.

Table 1-1. HUD Guidance and CDBG Program-Specific Requirements

Title/Description URL(s)

Guide to National Objectives and Eligible

HUD General Resources

e https://www.hudexchange.info/resource/2179/quide-national-objectives-

Activities for State CDBG Program eligible-activities-state-cdbg-programs/
CDBG Eligible Activities Matrix e HUD Definitions:
Code/National Objective/Accomplishment https://files.hudexchange.info/resources/documents/Matrix-Code-

Codes

Basically CDBG for States

Definitions.pdf

e HUD: https://files.hudexchange.info/resources/documents/Matrix-Code-
National-Objective-Accomplishment-Type-Combinations-Table.pdf

e https://www.hudexchange.info/resource/269/basically-cdbg-for-states/

HUD CDBG Income Survey Toolkit e  https://www.hudexchange.info/programs/cdbg/cdbg-income-survey-

toolkit/

DED Resources
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https://files.hudexchange.info/resources/documents/Matrix-Code-Definitions.pdf
https://files.hudexchange.info/resources/documents/Matrix-Code-Definitions.pdf
https://files.hudexchange.info/resources/documents/Matrix-Code-National-Objective-Accomplishment-Type-Combinations-Table.pdf
https://files.hudexchange.info/resources/documents/Matrix-Code-National-Objective-Accomplishment-Type-Combinations-Table.pdf
https://www.hudexchange.info/resource/269/basically-cdbg-for-states/
https://www.hudexchange.info/programs/cdbg/cdbg-income-survey-toolkit/
https://www.hudexchange.info/programs/cdbg/cdbg-income-survey-toolkit/

Title/Description URL(s)

Nebraska CDBG Administration Manual e Appendix Section 1 — Compliance with CDBG National Objective, LMA,
Including Income Surveys
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PROJECT ELIGIBILITY & FUNDABILITY FREQUENTLY ASKED QUESTIONS

What can we do if our community is not 51% or more LMI?

To meet the LMI national objective subcategory of LMA, your service area must be 51% or greater LMI.
Current census or income survey data must show the service areato be 51% or greater LMI. As withapplying
to the CDBG program, you may complete an income survey if you believe the census data is inaccurate.
Income surveys can be costly, time consuming, and may not result in the desired outcome. For more
information about income survey methodology and recordkeeping requirements, see the CDBG Manual,
Appendix Section 1.

What are some ways to inform the public of an income survey?
Here is a helpful tool: CDBG Income Survey Toolkit - HUD Exchange. | would draw your attention to the Income
Survey Flyer (Outreach Materials) and use the language provided.

We started an income survey prior to the limits being updated, would the HUD income limit updates
invalidate the results of the survey?

When conducting the survey, utilize the same income limit amounts from the year you started the survey. This
will ensure to keep the income verification consistent across the sample. The year the income limits were used
is also the year the survey was conducted.

How does LMC meet the National Objective?

LMC (Limited Clientele) are specifically defined groups (e.g., elderly or disabled) that are presumed low- and
moderate-income persons. Activities meeting LMC must benefit those identified persons, not the general
public.

How is LMC used as a National Objective for Senior or Day-Care Centers?

Most public facilities and Privately-Owned Utilities improvements are intended to benefit all of the

residents of an area. Highly specialized facilities, such as senior centers and day-care centers, are an

exception. LMCis allowed when the improvement will be used for an activity designed to benefit a

particular group of persons at least 51% of whom are LMI persons. To document the LMC national

objective, follow these guidelines:

e Require information on family size and income so that it is evident that at least 51% of the clientele
are persons whose family income does not exceed the LMI limit.

e Include intake applications from families on income and family size (comparable to qualifying a person
under LMJ) to determine LMI status, or applicant family demonstrates receiving benefits from a
federal/ state program which requires meeting a similar or more restrictive LMI test.

We would like to seek Tourism Development (TD) funding and we’re considering using LMC to qualify the
project. How can State CDBG funding be used?

Any time you seek to qualify a project using LMC, remember that 51% or more of the beneficiaries must be LMI,
and if that objective is not met by the project’s conclusion, the national objective would not be fulfilled, and the
full CDBG award amount would need to be repaid to DED. Furthermore, we are commonly asked whether CDBG
TD funds can be used to support park projects (such as baseball, pickleball, camping, or basketball courts
construction or renovation), and these activities are not eligible under TD because the project activity for Parks,
Recreational Facilities (03F) is not eligible under TD. The only way a ballpark or park facility could be assisted
using CDBG funds is if the park is community-owned, then the community could apply for a Public Works
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Facilities (PWF) project using LMC and request financial assistance to make restrooms, sidewalks etc. ADA
accessible.

Do safety improvements such as fire systems (sprinkler, alarm, etc.) qualify as an eligible activity for LMC?

No, these types of activities can only be done under the slum/blight national objectives. The beneficiaries of such
safety systems (in publicly owned buildings) are all citizens and does not benefit solely LMC persons. Slum/blight
is not allowed for RLF projects.

How is LMC used as a National Objective in a Public Works project with RLF Funds?

If any part of the project involves ADA accessibility (e.g., removing barriers, etc.), thenthe improvements for
that part of the project could be LMC. Be sure to itemize the project budget and the related actual invoices
for this (ADA) portion of the overall project. A community that is not LMA may re-purpose these RLF funds
for ADA improvements to meet the LMI National Objective on the subcategory of LMC.

In addition to removal of architectural barriers, there are other activities that may meet LMC. For more
discussion, refer to the CDBG Application Guidelines.

How does our 504 Transition Plan help?

Your 504 Transition Plan describes what the city will plan to do toaddress ongoing ADA improvements. This
plan may offer a list of Public Works (e.g., public infrastructure and facility) needs in your community. The
plan should be reviewed every three years.

What kinds of ADA improvements are allowable?
Consider projects that provide public safety and ADA improvements, such as:

e Replacing brick sidewalks or addition of sidewalks where none exist.

e Replacement of “coal chute” (hollowed) sidewalks.

e Addition of ADA park or playground equipment.

e Install ADA access to public park or other public facility.

e Reconstruct public park restroom facilities for ADA compliance, including replacement of an
existing non-ADA accessible bathroom with an ADA-accessible bathroom.

e Install sidewalk crossing cuts for pedestrians that are barriers for the elderly.

e Improvements to government buildings for removal of architectural barriers and materials that
restrict access and used by the elderly and adults disabled (LMC). This may include restrooms,
drinking fountains, parking, exterior walks, ramps, counter heights, stair rails, lighting, automatic
doors, seating, benches, and other improvements or enhancements meeting American with
Disabilities Act (ADA).

e Removal of the architectural barriersand material that restrict ADA access:

o There must be an existing facility or infrastructure (for barrier removal) to meet a LMC
national objective. Generally, LMC is met by improvements or reconstruction to an existing
structure.

o LMA projects may include new construction.

Do sidewalks and ADA improvements need to be in census blocks with at least 51% LMI?

Not if the community-wide census data meets the LMA threshold. If that is not the case, there are some
restrictions and considerations. Where benefit can be adequately demonstrated, LMC projects can be
carried out in communities that have census tract(s) or block group(s) that are 51% or more. However, you
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must be able to meet “the smell test”:

e Where the improvements benefit the entire community, you cannot assign benefit to block
groups meeting the 51% threshold.

e You must be able to demonstrate and document that the improvements are for LMC. For
example, installing ADA-accessible parking at a public park is likely eligible under LMC. In
contrast, costs associated with paving the rest of the parking lot is a benefit to all in the
community and not predominately those with a disability.

e A census tract or block group can be used to justify improvements targeted to that area (e.g., paving a
residential street in an area that is LMI), but not necessarily a street that is proximal or auxiliary to
that LMl area (e.g., arterial or main road used by all residents).

e There must be clear correlation between the census tract or block group benefitting and the
project activities.

Is there a size limit on the sidewalks we build? Can they be 10 feet wide?
There are no DED-imposed limits on sidewalk design. You must follow your engineering plans.

What are some examples of activities ineligible or not allowed?
Funds generated from CDBG-funded activities are subject to CDBG regulations. Ineligible are:
e Repairor “maintenance” type activities (e.g., filling potholes, mowing weeds, etc.).
e Expenses associated with “repairing, operating, or maintaining public facilities, improvements,
and services”
o Swimming poolimprovements, including re-painting, new covers for drain and jets or new lights
o BallField improvements including new updated lighting (e.g., a complete overhaul,
poles, fixtures, wiring)
Grandstands repaired and covered
Shelter House with sidewalks and electric outlets, lights and a camera/security system
o Portable ice skating rink (e.g., a portable electric system with mats that you plug in to keep the
ice froze)
o RV Parkwith sewer hookups, electricaland water hookups, and a lift station

e Parkimprovements involving Construction, improvements, or replacement of a non-ADA
accessible bathroom with a non-ADA accessible bathroom.

We have inadequate funding to maintain the roads in our HOA subdivision, can CDBG funds assist?
Repairing, operating, or maintain infrastructure are ineligible activities. Another factor is that the status of an
HOA precludes the subdivision from being eligible for government backed grant/loan assistance, especially since
the road do not serve a community-side function.

We have a project that is outside of an entitlement community. Can State CDBG funding be used?
If the project is within the extra-territorial jurisdiction (ETJ) boundaries and not within the city proper it still
would not be eligible.

What are jurisdictional issues with using CDBG Economic Development funds and waivers from DED?

CDBG funds are restricted to benefitting persons primarily within the jurisdictional control of the local
government on the account, i.e., if the city is the account owner, then city’s residents must be the
beneficiaries of funds. A complete discussion of jurisdictional limits can be found in the CDBG Economic
Development Application Guidelines. If the local government provides a compelling basis for waiving the
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jurisdictional requirement, DED may issue a waiver when this restriction may block an otherwise reasonable
and responsible proposal.

e Examples of Jurisdictional issues: (1) Assisting a business located just outside of town (that falls in
the County’s jurisdiction) but primarily benefits citizens of the town; or (2) A County assisting a
business or housing project within the jurisdictional boundary of a town.

Are county-wide Housing programs permitted if the county holds program income?

A jurisdictional waiver may be requested from DED to use county program income in individual
communities within that county. However, each community within the county must be contacted and
made aware of the program. The county must collect Memorandums of Understanding from each
community to ensure the program is being marketed and administered fairly and indiscriminately
throughout the county, benefiting no one community at the peril of another.

Can a community re-purpose their CDBG program income for housing activities other than owner- occupied
rehabilitation (OOR)?

In general, no. If the community has in place an existing purchase, rehab, resell (PRR) program and can
demonstrate it is in compliance with all CDBG rules and regulations, DED may allow re-purposing for this
purpose. Bearing in mind the timeline for re-purposing, a community must demonstrate need for and
capacity to operate the program, develop program guidelines, and assess if the program will avoid becoming
an idle account in the future. When evaluating capacity to operate the program, the local government must
assess their current available housing stock. As with all programs, close consultation with DED is required.
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