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CHAPTER 2. COMMUNI TY DEVELOPMENT BLOCK GRANT ENTI TLEMENT
PROGRAM SECTI ON 108 LOAN GUARANTEE PROGRAM
Section 1. CDBG Entitl enent Program
2-1 CGeneral Instructions. Review a sanple of several

2-2

grantees including at | east one grantee from each
programteam Wthin each programteam review
grantees assigned to different CPD Representatives
and obtain files pertaining to nonitoring, G antee
Perf ormance Reports (GPR), Housing Assistance Pl ans
(HAP), Conprehensive Housing Affordability Strategy
(CHAS), audits, annual in-house summaries, final
statenents and any conplaints or litigation.
Selecting files fromthe current and previous year
will generally cover an adequate anount of activity.

Prior to performng the Field Ofice eval uation,
anal yze the foll owi ng areas in-house, using the
FORMS/ CPD system or ot her avail abl e dat a:

Fi nal Statenments

1. Det er mi ne whet her Final Statements were
submitted 30 days prior to program year
commencenent. For those that were not, the
Field Ofice should be naintaining proper file
docunentation for those not submtted in a

timely manner. Identify any exceptions.
2. Det erm ne whet her grants were awarded by program
year commencenent. ldentify any exceptions.

Line of Credit Control System- Voice Response System
( LOCCS- VRS)

1. Develop a list of grantees in the Field Ofice
with nore than three years of CDBG funds in
their Line of Credit.

File Review Reviewthe files to determ ne whether
the office is ensuring that the follow ng procedural
and substantive requirenents of the Entitl enent
Program are bei ng net.

G antee Performance Reports (GPR)

1. Det erm ne whet her GPRs were submitted within 90
days of the end of the programyear, or, if

2-1 4/ 91

6509. 03



4/ 91

CHG 1

not, whether appropriate corrective actions were
pur sued.

a. Are grantees conpleting the GPRs in
accordance with instructions provided in
the GPR Handbook 6510.2 , REV-1 (i ncl uding
subsequent handbook changes)? What
deficiencies are apparent? Wat could be
done to correct then®?

b. How many grantees are using
AMRS?

c. What probl ens have they had with AVRS?

Check whet her review checklists are being used
and docunentation is sufficient: (a) to
determine that all required areas were revi ewed,
(b) to justify areas of concern found by the
reviewers, and (c) to ensure that sufficient
information is available to support concl usions.

I dentify any suggestions staff have for
i nproving the GPR revi ew checkli st.

Revi ew t he process for checking activities for
compliance with eligibility and nationa

obj ectives requirements to determ ne whether it
is likely that activities not in conpliance wll
be picked up as a result of the process.

Det ermi ne whet her GPRs were reviewed for

conpl eteness and substance within 90 days of
submission. If a GPR review took nore than 90
days, identify the factors involved. Ws an
interimletter sent at the expiration of the 90
day review period? For those questionabl e areas
not resolvable by phone, was a witten request
sent to grantees, including a date by which

i nformation nmust be received for consideration
in the GPR revi ew process?

Were letters indicating the results of the GPR
reviews sent to grantees imediately foll ow ng
the substantive revi ew?

Has there been adequate followup to resolve
deficiencies or questionable areas? Wat
process i s used?
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What evidence is there that GPR reviews properly
i nfluence on-site nonitoring?

In conparing the sanple of GPRs reviewed with
GPR letters, FORMS/ CPD, and finding summary
sheets, were findings nade in all cases:

when the GPR showed a clear regulatory
vi ol ati on?

when grantees failed to subnit a
conplete GPR on tine or to supply
requested information within a given
time despite having reasonable
opportunities to respond?

Annual | n-House Revi ews

1

Fi na

1

Det erm ne whet her reviews covering all the
required areas are conpleted 60 to 75 days prior
to the end of the programyear using HUD Form
40013.

Check that timely and appropriate action has
been taken on all areas where deficiencies have
been identified, including notifying grantees
and forwardi ng recomendations to the Regi ona
O fice and Headquarters for further action
wher e appropri ate.

Statenent s

Det erm ne whet her any activities in the Fina

St at ement that appear questionable regarding
eligibility or conpliance with nationa

obj ectives were brought to the attention of the
grantee and/or were identified for subsequent
nmoni t ori ng.

Determine that the certifications acconpanying
the Final Statenent are conplete, and the nost
current applicable, and that there is

consi stency fromyear to year on the period
covered by the certification for overal
benefit.

Check that the grantee is including program
incone in its Final Statenent, and the level is
bei ng checked agai nst that shown in the
subsequent GPR.
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Housi ng Assi stance Pl ans, Conprehensi ve Housi ng
Affordability Strategy, and Perfornance Reports

1

Are HAPs (or the CHAS) and housi ng performance
reports received within the established
deadl i nes?

Were grantees notified in witing within 30 days
foll owi ng subm ssion for HAPS (or for the CHAS
within the tine required by regulation) of their
approval , disapproval, or that a final decision
is still pending?

Does the Field Ofice take no nore than an

addi tional 30 days for HAPS (or for the CHAS,
within the tine required by regulation) to nmake
a final decision to approve or di sapprove an
anmended HAP (or CHAS)?

Is there evidence in the files that the HAP/ CHAS
Per f ormance Reports have been revi ewed and that
HAP/ CHAS performance has been properly revi ewed
in accordance with 570.903?

Addi ti onal Revi ew of Systens

Program I ncome. Ensure that the Field Ofice is
pl aci ng speci al enphasis on the foll ow ng:

1

Determining that the Field Ofice maintains
programincone logs on its grantees. |If logs
are not nmaintained, determine how the Field
Ofice is ensuring that grantees are properly
reporting all programincome in the GPR

G ving programinconme heavy weight as a risk
factor in the risk analysis and nonitoring
process (including nonitoring strategy and
revi ew).

Determ ning that the grantee is advising
citizens about the ampunt of programincone
avail abl e as part of the proposed statenent
preparati on process.

Monitoring that the grantee is properly tracking
program i ncone generated by subrecipients.
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Deternmining that the grantee is identifying and
recording all CDBG programinconme as part of the
financial transactions of the CDBG program



Determning that the grantee is substantially
di sbursi ng program i ncome before LOCCS-VRS
dr awdowns.

Det erm ni ng whet her the grantee i s nmintaining
real property logs or other systens to aid it
when property is sold or use has changed wthin
the time frame specified in 570.505 or

570. 503(b) (8).

Subrecipients. Ensure that the Field Ofice is
pl aci ng speci al enphasis on the foll ow ng:

1

Anal yzi ng how grantees sel ect subrecipients to
noni t or.

Determ ni ng that grantees ensure subrecipi ent-funded
activities are eligible and nmeet a
nati onal objective

Determ ning that grantees are entering into
witten agreenents w th subrecipients.

Determining that the witten subrecipient
agreenents contain all of the required | anguage
specified in 570.503.

Determ ning that grantees are properly review ng
subr eci pi ent performance (neither nitpicking nor
over | ooki ng defi ci enci es).

Determ ning that grantees are taking pronpt and
effective action to resol ve deficiencies found
in their review of subrecipients' performance.

Determ ning that grantees are transnmitting
monitoring results to subrecipients. (If yes,
what methods are typically used to convey
results of grantee nonitoring of subrecipients?)

Determ ning that grantees are following up to
ensure that prom sed corrective actions were
taken and that deficiencies have been resol ved.
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Anal yzi ng what deficiencies in subrecipients

were nost often identified by the grantee and
what, if any, corrective actions the grantee

took to mtigate such deficiencies

Econom ¢ Devel opnment Moni toring



1. I's there evidence that econom c devel opnent
activities are being reviewed to ensure that the
regul atory requirements for | ow and noderate
i ncome job creation/retention are being met for
those activities qualifying under that section
of the | ow and noderate inconme nationa
obj ective? What process is used?

2. I's there evidence that the required
determ nati ons are being properly checked for
adequacy?

D. Corrective and Renedial Actions.

1. Was Headquarters' approval obtained where
required prior to special conditioning or
reduci ng a grant?

2. Revi ew the extent to which the office is
famliar with and is utilizing corrective and
renedi al actions to address performance and
compl i ance deficiencies in accordance with
Headquarters instructions found in CPD Notice
91- 10, dated March 25, 1991, on "Addressing
performance deficiencies under the Conmunity
Devel opnent Block Grant Entitlenent and State
Programs."” Are they inplenenting the
instructions in CPD Notice 89-39 on tineliness?

E. File Docunentation. Are files in order and do they
contai n adequat e docunmentation to substantiate the
basi s for program deci sions and concl usi ons?

F. Training. What entitlenment training has been
provided to staff and grantees since the |ast review?
(Describe: subject(s), when, length, attendees.)
Does it appear to cover the nost critically needed
subj ect areas, including programincone and
subrecipients? |In what areas do staff or grantees
appear to need further training? Wat kind of
training not already provided does the HUD staff need
to review grantee necessary or appropriate
determ nati ons? What plans does the office have to
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conduct additional training? Considering the above,
what training deficiencies are there?
G Supervi sory Oversight. Determ ne whether the Field

Ofice's nethod of supervisory oversight results in
timely processing and high quality adm nistration of



the CDBG entitlenent program

1. a.

Is there adequate oversight by the Program
Manager of staff reviews of GPRS, HAPS
CHAS and ot her grantee submi ssions to
ensure that the reviews are accurate and
conpl et e?

VWhat actions are taken when HAP, CHAS, GPR,
or other reviews are found to be |l ess than
adequate? G ve exanples of problens found
and corrective actions taken. (If the

revi ewer has found uncorrected deficiencies
in GPR, HAP, CHAS or other reviews, discuss
with the Program Manager.)

2. Does the Program Manager oversee on-site
monitoring efforts as necessary to ensure that:
(a) proper techniques are enployed in conducting
the review, and (b) appropriate conclusions are
reached?

3. Does the Program Manager revi ew and approve ri sk
anal yses and nonitoring strategies?

4. a. Is there an adequate process for ensuring
that staff are kept current on entitlenent
program pol i cy changes and gui dance? Do
CPD staff have copies of, or access to,

i nformati on on the CDBG entitl enent
program such as:
_____reqgulations (the version transmtted
by the Entitlenment Communities
Di vi si on)
__Quide to Eligible Activities
____ Policy Guidance Notebook (including
updat es)
____ GPR Handbook
_____ Monitoring Handbook
_____Training Bulletins
_____ Recent notices on the CDBG program
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b. What process is used for keeping staff
up-to-date on CDBG program i ssues?
C. Are files of current CPD notices
mai nt ai ned?
d. Are staff trained on the content of CPD

noti ces?



H
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What is done to ensure that actions taken
agai nst grantees to enforce CDBG program
requirenents are consistent within the Field
Ofice?

a. Revi ew t he managenent systens used in the
office to track the foll ow ng:

1. HAP/ CHAS and housi ng performance
report processing

2. Annual performance reviews
3. Fi nal Statement processing
4. GPR processing
5. Moni t ori ng
6. Resol ution of findings
b. Are the Field Ofice' s managenent systens

adequate for identifying problens with the
timeliness of grantee subnissions and HUD
processing as well as for followi ng up on
the resolution of findings and the delivery
of prom sed corrective actions?

Are new CPD Reps adequately trained?

I's the Program Manager or CPD Director aware of
any lack of skills ambng staff? If so, what are
they? What is being done to deal with the lack
of skills?

Commruni cati ons

1

How is information on changes in, or
clarification of, the CDBG entitlenent program
policies and requirenents, or CDBG program

i ssues, transmtted to grantees? (Ask to see
witten transmttals.) Does the Field Ofice's
met hod of transmitting information to grantees
result in grantees receiving clear information
in atinely manner?
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I's there evidence of comunication problens
between HUD and grantees? |If so, what steps, if
any, have been taken to solve then? Wat stil
needs to be done?

Does the Field O fice have any suggestions for
ways that the CDBG Entitlenent Communities

Di vision in Headquarters can inprove its
communi cation with this office?



2-4

Reviewer: |Is there evidence of internal

communi cation problenms within this office? If yes,
devel op corrective actions to inprove internal
conmuni cati ons.

Staf fing and Wor kl oad.

1. How many CPD Reps are in this office? __
2. How many grantees are assigned per CPD Rep?

3. Consi dering the size and conplexity of grantees,
is the staffing | evel adequate?

Section 2. Section 108 Loan Guarantee Program
SECTI ON 108 LOAN PROGRAM

Monitoring. Review at |east one Section 108 file to
ensure that the Field Ofice staff understand their
nonitoring responsibilities for the Section 108
Program as outlined in the CPD Mnitoring Handbook.

GPR Reviews. Ensure that the Field Ofice's review
of a recipient's GPR includes activities financed
under the Section 108 Program
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