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EXHIBIT 1

CPD NOTICE 16-18

GUIDANCE ON SUBMITTING CONSOLIDATED PLANS AND ANNUAL ACTION
PLANS FOR FISCAL YEAR 2017
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Special Attention of: NOTICE: CPD-16-18

All CPD Division Directors

HUD Field Offices Issued: December 15, 2016
HUD Regional Offices Expires: September 30, 2017
All CDBG Grantees

All HOME Participating Jurisdictions

All HTF Grantees

All ESG -Grantees Cross Reference: 24 CFR Part 91

All HOPWA - Grantees

Subject: Guidance on Submitting Consolidated Plans and Annual Action Plans
for Fiscal Year (FY) 2017

Purpose:

The purpose of this Notice 1s to mstruct all Community Development Block Grant (CDBG),
HOME Investment Partnerships (HOME), Housing Trust Fund (HTF), Emergency Solutions Grants
(ESG) and Housing Opportunities for Persons with ATDS (HOPWA) grantees on the timing of
submussion of FY 2017 consolidated plans and action plans. This Notice provides instructions to
grantees/participating jurisdictions under each of these programs regarding costs incurred prior to
execution of a grant agreement. This Notice further informs Entitlement CDBG grantees and
HOME participating jurisdictions of waivers being made available to certain grantees/participating
Junisdictions to assist m the implementation of the pre-award costs instructions. These procedures
apply equally to grantees’ 3-5 year consolidated plans as well as to annual action plans (erther as a
stand-alone document or as a component of the overall consolidated plan submission).

Notes regarding applicability:

This Notice uses the term “grantee” generically, to also include HOME participating
Junisdictions, except where the term appears i discussions explicitly limited to one of the other
covered funding programs. Provisions of this Notice covering the Entitlement CDBG program also
apply to Insular Areas grantees and CDBG nonentitlement county grantees in Hawaui, as the
Entitlement CDBG program regulations also apply to their CDBG funds.

Background:

Pursuant to 24 CFR 91.15(a)(1), each jurisdiction should submit its consolidated plan to
HUD at least 45 days before the start of its program year. The earliest date on which HUD will
accept a consolidated plan or action plan subnussion 1s November 15, 2016; and the latest

submission deadline is August 16, 2017. However, in most years, HUD does not receive its annual
funding appropriation until several months into the federal fiscal year (rarely earlier than December,
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and sometimes as late as April). Once a fiscal year’s appropriation 1s enacted, HUD needs time to
compute grantees’ allocation amounts for the programs covered by the consolidated plan. The
Housmg Trust Fund (HTF) Program 1s funded by the mandatory assessments on Fannie Mae and
Freddie Mac -Government-Sponsored Enterprises (GSEs) and the assessments will not be
transferred to the U S. Treasury Department until March 2017. When appropriations are
significantly delayed, grantees with program year start dates prior to the announcement of
allocations do not know their actual allocation amounts when they are developing their plans,
conducting citizen participation, and submitting their plans.

Accordmg to 24 CFR 91.500(a), a plan will be deemed approved 45 days after HUD
recerves the plan, unless HUD notifies the jurisdiction before that date that the plan 1s disapproved.
In past years, HUD typically did not disapprove a plan solely because it was based on estimated
allocation amounts. As a result, a plan subnutted by a grantee before 1ts allocation amounts are
announced typically received automatic approval, even though the plan did not list the grantee’s
actual allocation amounts.

Thus practice resulted in significant additional work for both HUD and grantees. After the
actual allocation amounts were announced, a grantee had to submut a revised, re-signed SF-424
form listing the actual allocation amounts for each of its grants. In many cases, the grantee had to
make additional changes to amend its plan to reflect its actual allocation amounts. This may have
constituted a substantial amendment under 24 CFR 91.505, which 15 subject to the grantee’s citizen
participation plan process. For FY 2017, HUD will not execute a grant agreement with a grantee
until HUD has received a plan (or an amended plan) which incorporates the actual allocation
amounts a grantee is to receive for that fiscal year.

Revised Procedures for Submission of FY 2017 Consolidated Plans and Action Plans
by Grantees with Early Program Year Start Dates:

HUD 1s 1ssuing the following revised procedures to govem the submission and review of
consolidated plans and action plans for FY 2017 funding prior to computation of FY 2017
allocation amounts. These procedures will apply to any grantee whose normal consolidated
plan/action plan submission deadline (45 days before the start of the program year) falls either
before, or less than 60 days after, the date HUD announces FY 2017 allocation amounts for CDBG,
ESG, HOME and HOPWA funding. (See Section II. for a discussion of the timing of Housing
Trust Fund allocations.)

Congress has not completed the appropriations process for HUD’s FY2017 appropnation.
At this time, HUD cannot predict when 1ts FY 2017 approprnations bill will be enacted and when 1t
will be able to announce FY 2017 allocation amounts. Thus, HUD cannot say how many grantees —
or which program year start dates — will be subject to these revised procedures. Similarly, HUD
cannot provide estimated FY 2017 allocation amounts for grantees to use for planning purposes in
developing annual action plans.

Note: These procedures will not apply to grantees whose normal consolidated plan/action
plan subnussion deadline 1s more than 60 days after HUD announcement of FY 2017 allocation
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amounts; those grantees should have sufficient time to revise their plans to match actual allocation
amounts prior to the due date for their plan.

I Revised Submission Dates for FY 2017 Action Plans for CDBG, ESG. HOME
HOPWA

Grantees are advised not to submit their consolidated plan/action plan until after the FY
2017 allocations have been announced. Grantees due to submit a new 3-5-year consolidated plan in
FY 2017 should refrain from submitting the overall consolidated plan as well as the FY 2017 action
plan contained within the overall document. HUD cannot complete its review of the overall
consolidated plan components independent of the current year’s action plan component. Once
HUD informs grantees of their FY 2017 funding allocation amounts, each grantee should, prior to
submussion, ensure that the actual FY 2017 allocation amounts are reflected in the form SF-424_in
the description of resources and objectives, and in the description of activities to be undertaken (or,
for states, the method of distribution). It may be necessary for a grantee to revise its action plan
before submission to HUD.

An affected prantee may delay submission of its consolidated plan or action plan to HUD
until 60 days after the date allocations are announced, or until August 16, 2017 (whichever comes
first). This delay will give a grantee time to revise 1ts action plan to mcorporate actual allocation
amounts, and to conduct any additional citizen participation, 1f necessary.

For example, 1f HUD were to announce the FY 2017 allocation amounts to grantees on
Aprl 28, 2017:

e For grantees with January 1 — June 1 program year start dates, their normal plan submission
date would have been before the date that HUD announced allocation amounts. These
grantees would be able to postpone submission of their consolidated plan/action plan until
June 26, 2017.

e For grantees with July 1 and August 1 program year start dates, their normal plan
subnussion date would be less than 60 days after HUD’s announcement of allocation
amounts. These grantees would also be able to postpone subnussion of their consolidated
plan/action plan until June 26, 2017.

s Grantees with September 1 and October 1 program year start dates would have more than 60
days between the date of announcement of allocations and the normal submussion deadline
for their consolidated plan/action plan. These grantees would be expected to submut their
plan on time.

However, in no case may a consolidated plan/action plan be submitted to HUD later than
August 16, 2017. Failure to submit an action plan for FY 2017 by August 16, 2017, will result in
the automatic loss of FY 2017 CDBG funds to the grantee. This requirement 1s established by
statute, and HUD cannot waive the August 16 submission deadline. Funding under other CPD
programs are not subject to this deadline but, since virtually all CPD grantees receive CDBG
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funding, the CDBG submission requirement effectively establishes the deadline for submission of
action plans.

The regulations, at 24 CFR 91.15(a)(1), state that <. ._each jurisdiction should submut 1ts
consolidated plan at least 45 days before the start of its program year” HUD has determined that 1t
1s not necessary to waive this provision m order to implement the procedures m this Notice for FY
2017 action plans. This provision does not prohibit a grantee from submitting a plan in the eCon
Planming Suite after that time. It is not necessary for an affected grantee to request an exception to
its normal action plan submission date under 24 CFR 91.15(a)(1), nor is it necessary for a field
office to grant an exception to the action plan submuission deadlines, under 24 CFR. 91.20, m order
to implement the procedures in this Notice.

II. Submission Process for the HTF Program

The Housing Trust Fund (HTF) is an affordable housing production program to increase and
preserve the supply of decent, safe, and sanitary affordable housing for extremely low-income and
very low-mcome families. HTF 1s a formula grant program for states.

The HTF rule at 24 CFR 93.100 requires each state to mclude 1ts HTF allocation plan m its
annual action plan as described at 24 CFR 91.320(k)(5). The HTF allocation plan describes the
method for the distribution of funds, and establishes the application requirements and critenia for
selecting applications. The rule also requires a local jurisdiction that receives a subgrant of HTF
funds from the state to include a HTF allocation plan (24 CFR 91.220(1)(5)) m 1its annual action
plan, but due to the timing of the publication of HTF allocations, the local jurisdiction may need to
amend its annual action plan to include HTF.

The timing of the HTF allocations is different from other CPD programs (CDBG, HOME,
HOPWA, and ESG) because the source of funding 1s the mandatory assessments on Fannie Mae
and Freddie Mac rather than Federal appropniations. The earliest HUD expects to publish the HTF
allocations 1s April 2017. This will likely be well after the date that allocations for other CPD
programs will be announced. A state may submut 1ts consolidated plan/action plan for the other
CPD programs before the HTF allocations are published and then submuit 1ts HTF allocation plan as
a substantial amendment to its annual action plan, after the HTF allocations are published.

The state or the entity designated by the state to be the HTF grantee may begin to develop its
HTF allocation plan following its citizen participation process in accordance with its consolidated
plan citizen participation plan before the publication of the HTF allocations. However, the state
may not submit 1ts HTF allocation plan before 1ts HTF allocation has been published. HUD
recommends the state use its 2016 HTF allocation as a baseline allocation estimate when conducting
citizen participation.

II1. HUD Review of Action Plans

HUD will review a consolidated plan/action plan in accordance with 24 CFR. 91.500(b).
The 45-day review period will begin whenever the eCon Planning Suite submission or executed SF-
424(s) are received by the field office, whichever 1s later. HUD will disapprove as substantially
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mcomplete any consolidated plan or action plan covering FY 2017 funding that does not reflect
actual CDBG, HOME, ESG and HOPWA allocation amounts on the form SF-424(s), in the
description of resources and objectives, and in the description of activities to be undertaken (or, for
states, the method of distribution). A grantee whose action plan 1s disapproved for this reason 1s
advised to not resubmit a revised plan until HUD has announced the actual FY 2017 allocation
amounts, and until the grantee has incorporated the actual allocation amounts into its plan. (See
Section IT. regarding including the HTF program in an original or amended consolidated plan/action

plan.)

24 CFR 91.500(b) states HUD may disapprove a plan or a portion of a plan 1f 1t 1s
mconsistent with the purpose of the Cranston-Gonzalez National Affordable Housing Act (42
U.S.C. 12703), 1f 1t 15 substantially incomplete, or, in the case of a CDBG certification under
§91.225(a) and (b) or §91.325(a) and (b), 1f 1t 15 not satisfactory to the Secretary m accordance with
§570.304, §570.429(g), or §570.485(c). The following are examples of substantially incomplete
plans:

(1) A plan developed without the required citizen participation or the required

consultation;

(2) A plan fails to satisfy all the required elements m 24 CFR Part 91, as reflected in the
eCon Planning Suite. This includes when the grantee has not provided a final statement
of community development objectives and the projected use of funds;

(3) A plan for which a certification 1s rejected by HUD as inaccurate; and

(4) A plan without a description of the manner 1 which the unit of general local
government or state will provide financial or other assistance to a public housing agency
if the public housing agency is designated as “troubled” by HUD.

24 CFR 91.500(d) states that “(t)he jurisdiction may revise or resubmit a plan within 45 days
after the first notification of disapproval.” HUD has determined that it 1s not necessary to waive this
provision i order to implement the procedures in this Notice for FY 2017 consolidated plans/action
plans. This provision does not prolibit a grantee from re-submutting a plan after that time period.

24 CFR 91.105(c), 91.115(c) and 91.505 require a grantee to comply with cifizen
participation requirements when it undertakes a substantial amendment to an approved plan. A plan
that has been disapproved by HUD 1s, by defimition, not an approved plan. When a grantee’s plan 1s
disapproved by HUD, the consolidated plan regulations do not necessarily require a grantee to
undertake further citizen participation on the changes the grantee makes before re-submitting it. (A
major exception to thus, however, would be if the reason for disapproval involved the grantee’s
failure to fulfill cifizen participation requirements to begin with.) However, as noted in this Notice,
there are circumstances i which a grantee may need to make major revisions to a disapproved plan,
which could trigger further citizen participation efforts. A prantee with a disapproved plan should
review its citizen participation plan and local policies to determine whether 1t will need to conduct
further citizen participation as a result of the changes it makes to mcorporate actual allocation
amounts into its plan, prior to re-submission of the revised plan.
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Iv. Development of Proposed Action Plans and Citizen Participation During The
Interim

A grantee has several options regarding fulfilling its citizen participation obligations while
waitmg for HUD to announce FY 2017 allocation amounts:

a. A grantee may conduct citizen participation on its draft plan (with estimated funding
amounts) according to its normal timetable and citizen participation procedures. (Grantees
are cautioned, though, that they should not submit their plan until allocation amounts are
known.) A grantee doing so should make clear that the funding levels shown are estimated
amounts. In addition, the grantee should mclude “contingency provision™ language m its
action plan which explains how 1t will adjust its proposed plan to match its actual allocation
amounts, once actual amounts become known. By including such contmgency language, a
grantee can avoid the need to make significant revisions to its plan (beyond incorporating
the final allocation amounts into the plan and the SF-424 form). The grantee may also avoid
the potential need to conduct additional citizen participation on a plan that has to be
significantly revised in order to reflect actual allocation amounts.

Examples of contingency provisions include:

e A plan could state that all proposed activities” budgets will be proportionally increased or
decreased from the estimated funding levels to match actual allocation amounts.

e A grantee could express its budget in terms of percentages of the allocation to be budgeted
to each planned activity, along with the grantee’s current estimate of how many dollars that
equates to for each activity. [For example, regardless of what the final allocation amounts
are, the United Inferfaith Street Outreach Program will recerve 22% (currently estimated to
be approximately $38,000) of the grantee’s total ESG allocation, and the Tenant-Based
Rental Assistance activity will receive 10% (currently estimated to be about $68,750) of the
HOME allocation.]

e A plan could state that any increase or decrease in funding to match actual allocation
amounts will be applied to one or more specific activities (e.g., any increase or decrease
relative to the grantee’s estimated allocation amount will be applied to the single family
housing rehabilitation grant program).

e A plan could list its proposed activities in prionty order and indicate that the East Side
Sidewalk Replacement activity listed in the plan 1s a “backup™ activity that will be funded
only if sufficient CDBG funding exists; or conversely, if the grantee’s actual allocation 15
less than estimated, the East Side Sidewalk Replacement activity will not be funded mn FY
2017.

¢ A plan could state that, should the actual allocation amount exceed the grantee’s estumate,
the grantee will increase the Uptown Sewer Separation activity budget and will extend the
service area block-by-block along the 600-900 blocks of Cherry Street, based on the amount
of additional funding available.

A grantee may include these or other comparable provisions singly or m any combmation to
meet its needs. A prantee may adopt a different contingency approach for each of the programs
covered by this Notice (CDBG, ESG, HOME, HOPWA and HTF).
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b. Alternatively, a grantee may prepare a proposed action plan according to its
normal tumetable, but wait until actual allocation amounts are known before undertaking
citizen participation actions. Once allocation amounts are announced by HUD, the grantee
will need to update relevant sections of its plan (such as the istings of resources and
objectives, and the description of activities or the state’s method of distribution) to reflect
actual allocation amounts before conducting citizen participation. All grantees intending to
incur pre-award costs under the programs covered by this Notice should be aware that this
option will not be available to them, as citizen participation requirements must be met
before pre-award costs are incurred. (See section V. below )

HUD has developed these procedures to mininuze disruption to grantees and to mumnuze
duplication of effort on grantees” part. A grantee that does not follow erther option a. or b. above
(1.e., the grantee undertakes citizen participation according to its normal timetable, based solely on
estimated funding levels, and the plan does not contain any contingency language on how the final
plan will be adjusted to match actual allocation amounts) runs the risk of increasing 1ts own work
obligations and costs. The grantee will still be required to update its plan to incorporate actual
allocation amounts before submission to HUD. The grantee may need to undertake additional
publication and citizen participation processes, depending on the difference between its actual
allocation amounts and the estimated amounts in its proposed action plan, and how the grantee plans
to adjust 1ts proposed activities in order to match its actual allocation amounts. Local policies and
procedures may also require the grantee to obtaim re-approval of the revised plan from 1ts legislative
body or authornizing officials.

A plan that has not yet been submuitted to HUD 1s also not an approved plan, and 1s not
subject to the citizen participation requirements of a substantial amendment. However, a grantee
that delays its plan submission should review its citizen participation plan and local policies to
determine whether it will need to conduct further citizen participation as a result of the changes it
makes to incorporate actual allocation amounts into its plan, prior to its submission.

V. Pre-Award Costs
A General Provisions applicable to all Consolidated Plan programs

Special attention must be paid to situations in which a grantee wishes to incur costs prior to
grant award. For example, under certain programs, a grantee may want to execute annual renewals
of agreements with social service providers in order to prevent interruption of social services. The
annual performance cycle of these agreements might normally begin after the grantee’s official
program year start date but, under this Notice the grantee cannot even submut 1ts Action Plan until
after the date that the agreements need to be executed. Thus, the timing mstructions in this Notice
may cause some program costs to be classified as pre-award costs where they would otherwise not
have been.

The government-wide Uniform Administrative Requirements, Cost Principles and Audit
Requirements regulation, at 2 CFR. Part 200, contains language concerning agency approval of pre-
award costs. The language at 2 CFR 200.458 applies to any program that does not have its own
separate provisions concerning authonzation of pre-award costs:
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§ 200.458. Pre-award costs. Pre-award costs are those mcurred prior to the
effective date of the Federal award directly pursuant to the negotiation and in
anticipation of the Federal award where such costs are necessary for efficient and
timely performance of the scope of work. Such costs are allowable only to the
extent that they would have been allowable if incurred after the date of the Federal
award and only with the written approval of the Federal awarding agency.

The ESG, HOPWA and HTF program regulations do not contain program-specific language
establishing pre-award cost requirements for those programs; the CDBG and HOME program
regulations do contam pre-award cost requirements unique to those programs. (However, the
HOME requirements apply only to certain types of pre-award costs.) The following guidance
applies to all five programs. Additionally, guidance unique to each separate program 1s provided
below.

The Part 91 consolidated plan regulations make distinctions between a “proposed plan” and
“aplan”. Most notably, 24 CFR 91.105(b) and 91.115(b) describe the citizen participation
requirements for a grantee’s proposed plan. For purposes of this Notice regarding pre-award costs,
HUD considers a grantee’s plan to have moved from being “a proposed plan” to being “a plan™
once a grantee has completed the publication, public hearing and public comment requirements at
24 CFR 91.105(b)(2), (3) and (4) or 91.115(b)(2), (3) and (4), and has developed its written
summary of comments recerved pursuant to 24 CFR 91.105(b)(5) or 91.115(b)(5).

To minimize additional workload on grantees and HUD field offices, this Notice establishes
the following procedures mmplementing the 2 CFR 200.458 requirements cited above. This Notice
provides HUD approval to mncur pre-award costs 1f and when the grantee completes the following
documentation in 1ts local files:

1. The grantee documents that the costs incurred prior to grant award are necessary for
efficient and timely performance of the activity i question.

2. The grantee documents that the costs are for eligible activities under the regulations for the
applicable funding program;

3. The grantee documents that the prantee has complied with all other requirements for pre-
award costs under the regulations for the applicable funding program or as described below;

4. The activity for which costs will be incurred 1s ncluded 1n a consolidated plan/action plan;

5. The grantee documents completion of 1ts citizen participation process by including 1n its
files a written, dated summary of citizen participation comments received on its plan,
pursuant to 24 CFR 91.105(b)(5) or 91.115(b)(5) as applicable.

If the grantee’s files contan all other necessary documentation supporting the costs
(described below for each program), the date of HUD approval for pre-award costs 1s the date of the
wriften summary of citizen participation comments, or the grantee’s program year start date,
whichever 1s later.
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