Information on State NSP Plans

Recognizing the difference between NSP funding and “regular” State CDBG funding, HUD provides the following guidelines to States.  This information supplements Section B2 of the NSP Notice entitled “Contents of an NSP Substantial Amendment”

1. Many states use a Method of Distribution to distribute State CDBG funds.  States can still use this model (see Section “G” of the notice), but due to the time limits contained in the HERA law, it is unlikely that this methodology would allow the state sufficient time to use (obligate) funds. 
2. States have questioned whether they may conduct a competition to narrow the pool of applicants to meet the “areas of greatest need,” requirement listed in the NSP Notice.  This is acceptable, but some initial narrowing of the field of potential localities must occur (and these potential recipients must be identified) prior to the submission of the application. States should also indicate what they will do with the funds, for example, will there be a competition among 3 nonprofits, or the actual neediest communities?  The State should name the neediest communities that will be competing for the funds. For this competition, the state can consider capacity issues—for example, a very needy community with limited administrative capacity may have to partner with another community prior to being funded.  States should remember that holding a competition puts them at risk of not meeting the 18 month obligation deadline.  

3. States have also questioned how specific the plan must be.  In other words, do individual properties need to be identified?  The answer is no.  Needs may be grouped together by activity, but the eligible use, expected benefit, areas, etc. must be defined. A simple breakout of 25% of the money to demolish vacant properties, 25% for land banks, etc. is unacceptable.  States should provide as much information as possible in the substantial amendment. 

4. States must include a narrative on how the distribution and use of NSP funds will meet the requirements of the States greatest need including entitlements that do not receive NSP grants, and entitlements that do receive NSP grants. 
5. The State should include information on how their plan addresses the requirement that 25% of the funds benefit persons or families whose incomes do not exceed 50% of area median income.  . 
6. States can implement activities on their own, and also contract with non-profits to implement activities.  The State can contract with a state-wide non-profit or can contract with multiple regional non-profits.  States can also partner with entitlement cities.  A state could contract with that entitlement city to implement the State’s program.  Likewise, the notice allows joint agreements between entitlements and the State with the State as the lead entity. The State amendment needs to specifically identify any joint program participants and what activities they will directly carry out or contract with an entity to implement. 

7. Questions/comments are always welcome and encouraged. 
