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EXECUTIVE SUMMARY

This 1986 Consolidated Annual Report 
to Congress on Community Development 
Programs describes actions and 
activities undertaken in FY 1985 to 
meet the legislative objectives and 
requirements of the following 
community development programs:

o Community Development Block 
Grant (CDBG) Entitlement 
Program;

o CDBG State and Small Cities 
Program;

o Urban Development Action
Grant (UDAG) Program;

o Rental Rehabilitation
Program;

o Section 312 Rehabilitation
Loan Program;

o Urban Homesteading Program;
and

o Secretary's Discretionary
Fund (CDBG).

AUTHORIZATION AND 
APPROPRIATION ACTIONS

The authorization for Community 
Planning and Development (CPD) 
programs for FY 1985 was contained 
in the Housing and Urban-Rural 
Recovery Act of 1983. The Act 
authorized funding for CPD program 
activities for each of the Fiscal 
Years 1984, 1985, and 1986 and also 
made a number of legislative 
changes. The Act created a new 
program, the Rental Rehabilitation 
Program, for which $150 million was 
authorized for each of the Fiscal 
Years 1984 and 1985.

The HUD Appropriation Act for FY 
1985 appropriated a total of $4,074 
billion for all Community 
Development programs. (See Figure 
ES-1.)

FIGURE ES-1

Urban Counties
$435

FISCAL YEAR 1985 APPROPRIATIONS 
COMMUNITY DEVELOPMENT PROGRAMS

(Dollars in Millions)

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation.
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The Section 312 Rehabilitation Loan 
Program receives no budget authority 
but is directed to use collections 
from outstanding loans, unexpended 
balances of prior appropriations, 
loan repayments, and other income 
from these sources, $155 million was 
available in FY 1985 to make new 
loans and to meet related 
expenses.

LEGISLATIVE CHANGES

There have been no changes made by 
Congress to the legislation covering 
CPD programs since those 
incorporated in the Housing and 
Urban-Rural Recovery Act of 1983 and 
the 1984 Technical Amendments. 
These changes were described in 
substantial detail in the 1985 
Annual Report to Congress.

COMMUNITY DEVELOPMENT 
BLOCK GRANTS ENTITLEMENT 

PROGRAM
PARTICIPATION. The Community 
Development Block Grant (CDBG) 
Entitlement Program is HUD's 
principal program to assist central 
cities in Metropolitan Statistical 
Areas, cities with populations over 
50,000 and Urban Counties. The 
program provides annual funding to 
localities on an entitlement 
basis. The amount of funds a 
locality receives is based upon 
objectively measured need factors.

o In FY 1985, 814 Jurisdictions 
were eligible to receive an 
Entitlement grant. Five hundred 
and nine communities were 
entitled because they were 
central cities, 171 because 
their populations exceeded 
50,000, and 107 qualified as 
Urban Counties. Twenty-seven 
other communities continued to 
qualify for grants under 
grandfathering legislation 

despite having lost population 
eligibility (nine cities) or 
central city designation (18 
cities).

o Since the program’s beginning in 
1975 , the number of communities 
eligible to receive grants has 
increased by 37 percent.

o The portion of the FY 1985 
appropriation to be used for the 
CDBG Entitlement Program was 
$2,388 billion. Of that amount, 
eight hundred and four of the 
eligible jurisdictions received 
grants totalling $2,375 
billion. Eight Metropolitan 
Cities did not apply for grants 
totalling $7.5 million, and two 
communities' awards in the 
amount of $5 million are still 
pending as of February 1986.

FY 1985 ACTIVITIES. Grantees have 
broad discretion to develop programs 
and determine priorities to address 
local community and economic 
development needs. Eligible
projects may be directed to 
neighborhood revitalization, public 
works, social service needs and 
economic development.

o Housing-related activities, 
principally rehabilitation, 
continue to constitute the 
largest proportion ($997 
million, or 36 percent) of all 
budgeted FY 1985 funds. The 
next largest budget category in 
FY 1985 was public works ($600 
million, 22 percent), followed 
by economic development ($306 
million, 11 percent) and public 
services ($265 million, 10 
percent). (See Figure ES-2.)

o Lesser amounts of funds were 
budgeted for acquisition and 
clearance activities ($112 
million), contingencies ($54 
million), repayment of Section 
108 loans ($33 million) and 
completion of categorical 
programs ($5 million).
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FIGURE ES-2

PLANNED SPENDING IN THE CDBG ENTITLEMENT PROGRAM 
FY 1985

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluation, CDBG Performance Monitoring and Evaluation Data 
Bases.

o Planning and general program 
administration were budgeted for 
$381 million or 14 percent of 
all funds awarded.

o In FY 1985, the relative amounts 
budgeted for major activity 
categories varied little from 
that exhibited since 1982.

NATIONAL OBJECTIVES. The primary 
objective of the program is the 
development of viable urban 
communities by providing decent 
housing, a suitable living 
environment and expanding economic 
development opportunities, 
principally for low- and moderate­
income persons. Each CDBG-funded 
activity has to meet one of the 1974 
Housing and Community Development 
Act's three national objectives. 
These are: benefit to low- and 
moderate-income persons, prevention 
or elimination of slums and blight, 
and meeting urgent local needs. As 
a result of the 1983 Amendments and 
starting with FY 1984 expenditures, 

each Entitlement grantee is required 
to spend at least 51 percent of its 
funds over a one- to three-year 
computation period (chosen by the 
grantee) on activities benefitting 
low- and moderate-income persons.

o Grantees reported spending 
approximately 90 percent of 
their funds ($2,064 billion) on 
activities qualified as 
benefitting low- and moderate­
income persons, 10 percent on
slum and blight activities and 
less than one percent on local 
urgent needs during their 1983 
program year, the most recent 
year for which such information 
is available.

o Nearly all communities are
spending at least 51 percent of 
their 1983 expenditures on
activities qualified under the 
low- and moderate-income benefit 
objective. For example, seventy 
percent of a sample of 403 
grantees are spending over 90 
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percent of their funds under 
that objective.

Direct Benefits. Activities
involving direct benefits to 
individuals may be qualified under 
any of the three national 
objectives.

o Grantees reported that about 
one-third, or $674 million, of 
their 1983 expenditures involved 
activities with direct benefits 
to individuals.

o Fifty-seven percent of the 
direct beneficiaries of 
activities funded under the 
national objectives were low- 
income persons, 30 percent were 
moderate-income persons, and 13 
percent had incomes that 
exceeded 80 percent of the area 
median.

o Minority participation in 
activities involving direct 
benefits roughly approximated 
their share of the population of 
households below the poverty 
level.

Program Income. In addition to new 
CDBG Entitlement Program funds 
received each year, grantees also 
have available for their use 
proceeds from previously funded CDBG 
activities.

o During FY 1983 (the most recent 
year for which information is 
available), Metropolitan Cities 
and Urban Counties received an 
estimated $357 million in 
program income from previously 
funded activities. This is 
equal to almost 15 percent of 
the FI 1983 funds distributed to 
Entitlement communities.

o Almost one-half of program 
income, $173 million, comes from 
the repayment of loans made from 
CDBG funds. Revolving loan 

programs returned $96 million to 
Entitlement communities FI 1983, 
principally for housing 
rehabilitation ($62 million) and 
economic development loans ($31 
million), and other loans 
generated another $77 million 
for Entitlement communities. 
Proceeds from the sale of 
property also produced 
substantial income ($73 million) 
for Entitlement cities and 
counties.

o Among the 310 communities in the
CDBG Performance Monitoring 
and Evaluation sample, one- 
third (105) had program income 
amounting to over 10 percent of 
their 1983 grants.

Section 108 Loan Guarantees. A 
grantee may apply to HUD to 
guarantee loans made by the Federal 
Financing Bank to finance the 
acquisition of real property or 
rehabilitation of real property 
owned by the grantee. Communities 
using this program pledge their 
current and future annual CDBG 
Entitlement grants as collateral for 
Section 108 loans. For FY 1985, 
Congress established a limit of $225 
million for Section 108 loan 
guarantees.

o In FY 1985, HUD approved 63 new 
Section 108 guaranteed loans 
involving 52 Entitlement 
communities—48 Metropolitan
Cities and four Urban Counties— 
totalling $133.5 million.

o The number of loans approved 
increased by 117 percent and the 
total loan amount was up 54 
percent over FY 1984 totals.

o The vast majority of the loans 
approved involve the acquisition 
of real property. In about one- 
half of these projects, a second 
activity, usually clearance or 
rehabilitation was also 
included.
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o Between 1978 and 1985, 247
applications Involving $801 
million were approved by HUD.

CDBG Assistance to the Homeless.
HUD assists grantees to utilize the 
flexibility of the CDBG program to 
meet the needs of the homeless.

□ In the first half of 1985, 
approximately $16.7 million in 
FY 1981-1985 CDBG funds was 
directed to the homeless.

o The largest proportion of these 
funds, $12 million, was directed 
to housing activities, while 
$2.4 million was used for 
services, $1.2 million for food 
and $1.1 million for other forms 
of assistance.

COMMUNITY DEVELOPMENT BLOCK 
GRANTS THE STATE AND SMALL 

CITIES PROGRAM
Participation. The Community 
Development Block Grant State and 
Small Cities Program is HUD's 
principal vehicle for assisting 
eligible communities under 50,000 
population that are not central 
cities of Metropolitan Statistical 
Areas and counties not qualified as 
Urban Counties. Legislative changes 
made in 1981 gave States the option 
of administering the program funds 
which HUD grants by formula to each 
State.

o Forty-seven States and Puerto 
Rico now administer their own 
programs, and HUD continues to 
make grant awards for three 
States.

o The appropriation for FY 1985 
was $1,023 million. HUD 
distributed $971 million of that 
amount to the 48 participating 
States, and awarded $52 million 
to 120 grantees in the HUD- 
administered program States of 
Hawaii, Maryland and New York.

o Since the inception of the 
program in FY 1974, $8.4 billion 

has been awarded grantee States, 
small cities and counties.

Activities Funded. States are 
required to certify that each 
activity meets one of the three 
legislatively-mandated national CDBG 
Program objectives: benefit to low- 
and moderate-income families; aid in 
prevention or elimination of slums 
and blight; and meeting other 
community development needs having a 
particular urgency. The CDBG 
Program permits a broad range of 
activities to be funded and States 
may set their own priorities to 
respond to special needs and policy 
preferences, within the scope of 
national program objectives.

o States are required to 
distribute funds to applicants 
in a timely manner, but they are 
not required to award the entire 
current fiscal year's grant 
during that same fiscal year. 
As of mid-February 1986, 44
States had distributed all or a 
part of their FY 1985 grants, a 
total of $709 million. Four 
States had not yet made FY 1985 
awards.

o Of the $709 million distributed, 
$703 million had been 
distributed for specific program 
activities: $323 million (46
percent) was for public works; 
$172 million (24 percent), was 
housing-related; $107 million 
(15 percent) for economic 
development; $96 million (14 
percent) for multi-purpose 
projects; and the balance of $5 
million (one percent) for 
planning-related grants. (See 
Figure ES-3.)

o The 48 States also planned 
eventually to use a total of 
$205 million, or 21 percent of 
their total FY 1985 
distributions (including the 
$107 million above), to carry 
out economic development 
activities.



FIGURE ES-3

state cdbg allocations for program activities
FY 1985 (44 STATES)

(1%)

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Block Grant Assistance.

Low- and Moderate-Income National 
Objective. At least 51 percent of 
all State grant funds must be used 
to satisfy the low- and moderate­
income national objective. States 
may decide to meet this requirement 
over a one, two or three year 
period.

o In FI 1985, 34 States reported 
specific data on their planned 
distributions for this 
objective. Fourteen States 
indicated that 90 percent or 
more of their total awards would 
be used to satisfy this 
objective; fifteen reported 70- 
89 percent; and five projected 
51-59 percent.

Variations Among States in Program 
Administration Features. States 
have much latitude, within the scope 
of the statute, with respect to 
their administration of the 
program. Consequently, there is 
wide variation among the States 
regarding such features as basic 
program objectives, the criteria

used for the selection systems 
employed, selection priorities, and 
the use of set-asides to encourage 
applicants to meet certain State 
objectives such as economic 
development. States must
nonetheless fulfill all national 
program objectives.

Characteristics_______ of_______ State
Recipients. In FY 1985, State 
selection systems resulted in the 
following profile of applications, 
awards, and activities.

o The 44 reporting States received 
7,062 applications for FY 1985 
funds of which 2,667 (38
percent) received awards.

o Of the $709 million in awards 
distributed for program 
activities, very small cities 
(under 2,500 population) 
received 32 percent, small 
cities (2,500-10,000 population) 
accounted for 28 percent, larger 
cities (over 10,000 population) 
were awarded 19 percent and 
counties 21 percent.
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o In very small cities, public
works accounted for 63 percent 
of the funds awarded, compared 
to 25 percent for housing and 8 
percent for economic
development.

o Small cities planned to use 37
percent of their funds for 
public works, 24 percent for 
housing and 16 percent for 
economic development.

o Larger cities showed less spread
among activities, with 32 
percent for housing, 26 percent 
distributed for public works, 
and 20 percent for economic 
development.

o Counties concentrated 50 percent
of their distribution in public 
works, 21 percent in economic 
development and 18 percent in 
housing.

o In each of the above categories,
remaining funds were accounted 
for by planning grants, multi­
purpose projects and formula 
grants.

HUD-Administered____ Small_____ Cities
Program. In FY 1985, HUD awarded 
$52 million to 120 of 258 applicants 
in the three States of Hawaii,
Maryland, and New York.

o Housing-related activities
accounted for 35 percent of the 
funds distributed, with 33 
percent going to comprehensive 
projects. Lesser amounts were 
earmarked for economic 
development (17 percent) and 
public works (15 percent).

o Small cities (2,500 to 10,000)
received the largest amount of 
funds awarded, 34 percent; 
followed by counties, 26 
percent; very small cities 
(under 2,500), 21 percent; and 
large cities (over 10,000), 19 
percent.

URBAN DEVELOPMENT ACTION 
GRANT PROGRAM

Participation. The purposes of the 
Urban Development Action Grant 
(UDAG) Program are to stimulate 
employment and to provide revenue in 
distressed communities by providing 
grants, awarded on a competitive 
basis, to be used in leveraging 
private sector investment in 
economic development projects. 
Eligibility to compete for Action 
Grants is based on the community's 
relative degree of economic distress 
and its demonstrated results in 
providing housing for low- and 
moderate-income persons and equal 
opportunity in housing and 
employment for low- and moderate­
income persons and members of 
minority groups.

o During FY 1985, preliminary 
application approvals for 347 
Action Grant projects in the 
amount of $466 million to 218 
eligible communities were 
announced. Ten additional 
awards were announced but 
subsequently terminated during 
FY 1985.

o Since the beginning of the 
program in FY 1978, 2,550 Action 
Grants totalling almost $3.9 
billion have been awarded to 
approximately 1,100 eligible 
communities. An additional 419 
awards have been announced and 
later terminated as of the end 
of FY 1985.

o In FY 1985, there were 79 large 
cities and Urban Counties that 
received 189 awards in the 
amount of $346 million. One 
hundred thirty-nine
jurisdictions under 50,000 
population, competing
separately, received 158 Action 
Grants with a value of $120 
million or 26 percent of the 
$466 million awarded in FY 
1985. The authorizing 
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legislation requires that small 
cities receive at least 25 
percent of the funds 
appropriated for the program.

o In 1979, the UDAG statute was 
amended to permit the use of up 
to 20 percent of annually 
appropriated program funds for 
awards to communities which were 
not otherwise eligible to 
compete but which contain 
Pockets of Poverty. In FY 1985, 
the Department funded 12 Pockets 
of Poverty projects involving 
$17 million in UDAG funds; since 
this category of applicant was 
added, 44 such "pocket" projects 
have received $68 million in 
Action Grants.

Activities FUnded. Action Grants 
are designed to attract private 
investment in economic development 
projects of a commercial, industrial 
or neighborhood character.

o Of the $466 million of UDAG 
funds awarded in FY 1985, 
commercial projects received 55 
percent, industrial projects 27 
percent and neighborhood 
projects, primarily related to 
housing activities, received the 
balance of 18 percent.

Planned Expenditures in Funded 
Projects. "Funded" UDAG projects 
refer to those for which there has 
been an announcement of preliminary 
application approval, which have not 
been terminated, and are underway, 
closed out or completed.

o In FY 1985, 347 funded UDAG
projects involving $466 million 
leveraged $3,751 billion in
planned private investment and 
$148 million in other public
funds, bringing total planned 
project expenditures to $4,365 
billion. (See Figures ES-4.)

o Over the life of the program, 
there have been 2,550 UDAG 
projects funded with a value of 
$3.9 billion. These have
leveraged $22.9 billion of
planned private investment and 
$1.9 billion in other public 
commitments for a total of $28.7 
billion in planned project 
expenditures.

I)
Distribution of UDAG Dollars by 
Degree of Impaction. Legislation 
requires HUD to use impaction—the 
comparative degree of economic 
distress among applicants as 
measured by degree of population 
growth lag/decline, the extent of 
poverty and the percentage of pre- 
1940 housing—as its primary 
criterion in the selection of 
applications to be funded. Starting 
in December 1983, HUD developed a 
project selection formula for use in 
making awards because in each round 
there were more applications meeting 
program requirements for funding 
than monies available to fund 
them. Up to 40 of a possible 100 
points of the formula are accounted 
for by an applicant's impaction 
rank.

o As a consequence of the use of 
the selection formula, the 
percentage of the UDAG funds 
awarded to the one-third most 
impacted applicants increased 
substantially compared to 
previous years.

o In FY 1985, the one-third most 
impacted large cities received 
almost 90 percent of the dollar 
value of all large city awards 
compared to 75 percent in FY 
1984 and 64 percent for the 
period FY 1978-1983.

o The one-third most impacted 
small cities received 56 percent 
of the dollar amount of FY 1985 
awards to small cities. This 
compares to 42 percent in FY 
1984 and 37 percent for the FY 
1978-1983 period.
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FIGURE ES-4

TOTAL PLANNED EXPENDITURES IN FUNDED UDAG PROJECTS
FY 1985 AND CUMULATIVELY

(Dollars in Millions)
FY 1985 FY 1978-1985

347 Projects 2,550 Projects

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Management, Action Grant Information System.

UDAG Funds Obligated and Drawn 
Down. When HUD signs the grant 
agreement between itself and the 
grantee, the Department obligates 
the UDAG funds involved. Drawdown 
of UDAG funds can take place only 
after the grantee has signed the 
grant agreement, the Legally Binding 
Commitments described in the grant 
agreement have been approved by HUD, 
and the necessary environmental 
clearances have been obtained.

o HUD's Fiscal Year 1987 Budget 
documents show that obligations 
of $559.3 million were incurred 
for 373 projects during FY 1985.

o Since the beginning of the 
program, HUD has signed 2,865 
grant agreements, thus 
obligating appropriated UDAG 
funds in the amount of 
$4,240,750,000.

o Almost $2.5 billion in UDAG 
funds have been drawndown 
through the end of FY 1985; this 
represents 58 percent of the 
amount of program funds 
obligated.

Project Progress and Private 
Expenditure Rates. Grantees
periodically report to HUD on 
project status. As of the end of FY 
1985:

o Construction was underway or had 
been completed in 77 percent of 
all funded projects.

o Thirty-eight percent of all
funded projects (976) had been
closed out or completed.

o More than $18.4 billion of
private investment had been
expended—80 percent of the
planned total of almost $23
billion. Many projects have 
exceeded the planned level of
private expenditure due to
higher-than-anticipated costs 
and to the impact of inflation 
over the life of the projects.

Program Benefits. Grantees also 
report periodically on the progress 
made in achieving the benefits 
called for in the grant agreements 
in the areas of employment, taxes, 
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housing and benefits for minority 
persons and firms. Performance 
highlights through the end of FY 
1985 include:

o The creation of 215,000 new 
permanent jobs, or 43 percent of 
the more than 503,000 planned. 
Of the total new jobs created, 
over 132,500 (62 percent) have 
been filled by low- and 
moderate-income persons and more 
than 51,300 (24 percent) by
minority persons.

o The receipt of almost $210
million in new annual tax
revenues, or 37 percent of the 
$560 million planned. Total 
annual revenue increases are 
made up of $145 million in 
property taxes, $44 million in 
other local taxes and $20 
million in payments in lieu of 
taxes.

o The payback of approximately 
$128 million from UDAG loans 
received by almost 400 local 
communities. Many cities have 
placed UDAG paybacks into 
revolving loan pools to be used 
for economic development.

o The development of almost 52,000 
units of both new and 
rehabilitated housing—52
percent of the 100,000 units 
planned.

o The receipt of contracts with a 
value of $981 million by 
minority contractors or sub­
contractors. Over one-half of 
all UDAG projects in which 
contracts have been awarded 
involves the participation of 
one or more minority 
contractors. They have received 
15 percent of the total number 
of contracts awarded and eight 
percent of the dollar amount of 
all such contracts.

Characteristics of Projects with 
Signed Grant Agreements. The grant 
agreement between HUD and the 
recipient of UDAG funds legally 
defines the physical activities to 
be undertaken by all parties to the 
project and specifies the sources of 
project financing, the terms and 
conditions of UDAG loans and 
paybacks and the distribution of 
project funds by activity. An 
analysis of 2,156 projects with 
grant agreements signed by both 
parties shows that:

o The average total planned 
expenditure per project is $11.4 
million of which the Action 
Grant averages $1.3 million.

o Eighty-two percent of total 
planned expenditures in UDAG- 
assisted projects are provided 
by private sector
participants. The sources of 
private investment include 
equity from cash or from 
syndication proceeds; borrowing 
from private lenders or from 
State, local or Federal 
governments; or the proceeds 
from the sale of Industrial 
Revenue Bonds. Five percent is 
provided by non-UDAG grants from 
local, State and Federal 
agencies. The remaining 13 
percent comes from Action 
Grants.

o Sixty-five percent of all UDAG 
funds are used initially by 
grantees to make loans to 
private investors, usually at 
below-market rates. The balance 
is used for activities not 
involving a payback such as 
public infrastructure,
relocation, interest subsidies 
and rehabilitation grants for 
housing projects and 
administrative costs in small 
city projects.
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o The average interest rate of 
UDAG loans is close to 6.4 
percent and the average term of 
a loan is just under 18 years. 
Deferment of principal and/or 
interest payments, or lower 
rates of interest, is common in 
the early years of a UDAG loan.

o In respect to the end-uses of 
UDAG funds in carrying out the 
development activities of 
projects, 61 percent is 
designated for on-site 
construction, 15 percent for 
capital equipment, 11 percent 
for public infrastructure and
the remaining 13 percent for
other activities.

o Of all UDAG funds used for
construction purposes, 62 
percent are in projects which 
involve only new construction 
and 17 percent are in projects 
involving only rehabilitation. 
Both types of construction 
activity are found in 21 percent 
of the projects.

o Jurisdictions, regardless of 
population size, located within 
Metropolitan Statistical Areas 
have received 85 percent of the 
dollar value of all Action 
Grants awarded. Seventy percent 
of all UDAG funds have been 
awarded to the central cities of 
MSAs. Suburban communities have 
received 14 percent and Urban 
Counties one percent of the 
funds. Jurisdictions with less 
than 50,000 population located 
outside MSAs have received 15 
percent of all UDAG dollars.

o The distribution of Action Grant 
dollars is almost equally 
divided between projects located 
within the Central Business 
Districts of recipient 
communities and those located 
outside the CBD.

THE RENTAL REHABILITATION 
PROGRAM

Participation. The Rental
Rehabilitation Program, authorized 
under the Housing and Urban-Rural 
Recovery Act of 1983, provides 
formula grants to cities with 
populations of 50,000 or more, Urban 
Counties, approved consortia of 
units of general local governments, 
and States to finance the 
rehabilitation of privately-owned 
rental housing.

The Rental Rehabilitation Program is 
designed to increase the supply of 
standard housing that is affordable 
to lower-income tenants. It 
achieves that purpose (1) by 
increasing the supply of private 
market rental housing available to 
lower-income tenants by providing 
government funding to rehabilitate 
existing units and (2) through 
special allocations of the Housing 
Voucher Program and the Section 8 
Existing Housing Certificate 
Program, offering rental assistance 
to very low-income persons to help 
them afford the increased rent of 
the rehabilitated units or to move 
to and obtain other housing. Within 
the framework of Federal laws and 
regulations, State and local 
governments have considerable 
flexibility to design and implement 
programs that reflect their needs.

o Some 427 communities, including 
325 cities, 101 Urban Counties, 
and one consortium, qualified 
for direct allocations under the 
Rental Rehabilitation Program 
for FY 1985. The 50 States plus 
Puerto Rico were also eligible 
for direct Rental Rehabilitation 
Program funding.

o Of the 427 communities eligible 
for direct assistance in FY 
1985, 407 elected to take
part. In addition, 39 States 
have chosen to administer the 
Rental Rehabilitation Program 
for communities that do not 

xi



qualify for formula grants 
within their jurisdictions. HUD 
is administering the Rental 
Rehabilitation Program for ten 
other States.

Program____ Funding. Congress 
appropriated $300 million for the 
Rental Rehabilitation Program, $150 
million each in FY 1984 and FY 
1985. Because most communities had 
not initiated their programs well 
into FY 1984, spending and project 
information is provided on a 
cumulative basis.

o Through FY 1985, the Department 
had obligated $297.5 million, or 
99 percent, of the total 
appropriation.

o Total program outlays through 
September 30, 1985, were more 
than $14 million, or about five 
percent of the program 
appropriation.

Program Progress. A committed 
project is one in which a program 
grantee and an owner have reached a 
legally binding agreement and the 
owner has agreed to begin 
construction within 90 days. 
Closeout occurs when a project 
completion report is received and 
entered.

o By the end of FY 1985, grantees 
had committed 3,327 projects 
with 21,875 units. Eighty-seven 
percent of the communities 
receiving direct grants had at 
least one committed project by 
that time.

o As of September 30, 1985, 769 
projects totalling 2,058 housing 
units had been completed.

Rehabilitation Financing. The
Rental Rehabilitation Program offers 
a split subsidy approach, providing 
separate subsidies to property 
owners, in the form of 
rehabilitation financing, and to 
lower-income residents of the 

properties, in the form of rental 
assistance. The rehabilitation 
subsidy is intended to maximize 
commitment of private dollars and to 
minimize public subsidy costs.

o For every dollar of Rental 
Rehabilitation Grant money, an 
additional $1.83 is currently 
furnished by private sources.

o Rental Rehabilitation grants and 
CDBG funds account for virtually 
all public rehabilitation 
funding in Rental Rehabilitation 
Program projects, 78 percent and 
17 percent, respectively.

o The average per-unit cost of 
rehabilitation for projects 
completed as of September 30, 
1985 is $10,288.

o The average per-unit Rental 
Rehabilitation grant
contribution to rehabilitation 
financing as of September 30, 
1985 is $3,592.

o Deferred-payment loans were the 
most prominent form of Rental 
Rehabilitation financing,
comprising 72 percent of all 
such funding in completed 
projects, followed by grants (16 
percent) and direct loans (10 
percent). (See Figure ES-5.)

Rental Assistance. In order to 
ensure that eligible tenants who 
cannot afford the rents for 
rehabilitated units without a 
subsidy can live in those units, 
Section 8 Existing Housing 
Certificates and Housing Vouchers 
have been made available by HUD for 
use in conjunction with State and 
local Rental Rehabilitation 
programs.
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FIGURE ES-5

FORMS OF RENTAL REHABILITATION GRANT ASSISTANCE IN 
PROJECTS COMPLETED AS OF SEPTEMBER 30, 1985 

(n = $5.9 Million)

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System.

o Eighty-seven percent of the 
tenant households with incomes 
50 percent or less of the area 
median who were living in 
completed units after 
rehabilitation obtained some 
form of rental assistance; the 
comparable proportions for those 
households with incomes 50 to 80 
percent and greater than 80 
.percent of the area median were 
twenty-six and zero percent, 
respectively.

o Section 8 Certificates or 
Housing Vouchers provided in 
support of Rental Rehabilitation 
have been the most common form 
of rental subsidy, helping 87 
percent of the assisted 
households.

o The cost of the average Housing 
Voucher is currently $3,974 per 
year or $19,870 over the five- 
year life of the vouchers.

Project Characteristics. The Rental 
Rehabilitation Program offers each 
locality considerable discretion in 
the selection of neighborhoods and 
the types of properties and owners 
to be assisted. Unlike other 
programs, no distinction or 
restriction is made between single­
family and multifamily properties, 
as long as the structures are 
primarily rental and residential in 
character.

o As of September 30, 1985, the 
average size of a committed 
project is 7.6 units. One-third 
of the committed projects 
involve only one unit, and 22 
percent contain only two.

o The mean size of completed 
projects is 2.5 units, and the 
median size is one unit.

o Sixty-one percent of the 
committed units and 79 percent 
of the completed units had two 
or more bedrooms. Sixteen 
percent of the committed units 
and 22 percent of the completed 
units had three or more 
bedrooms.
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o Twenty-seven percent of the 
units in all committed projects 
and 50 percent of units in now- 
completed projects were vacant 
prior to rehabilitation. In 
contrast, only seven percent 
remain unoccupied after 
rehabilitation as of September 
30, 1985.

o Almost three-quarters of the 
owners of committed projects are 
individuals; another 13 percent 
are partnerships. Ninety-five 
percent of the owners were 
investor-owners. The remainder 
lived in the properties.

o Fifty-seven percent of the 
completed projects showed only 
marginal average rent increases, 
i.e., $50 or less per month. 
Eleven percent experienced rent 
increases of more than $150. 
(See Figure ES-6.) 

o As of September 30, 1985, only 
16, or two percent of the 735 
completed units in communities 
receiving Rental Rehabilitation 
grants on an entitlement basis, 
had rents that exceeded Fair 
Market Rents (or HUD-granted 
exception rents) for their 
respective jurisdictions.

Tenant Characteristics. To maximize 
benefit to lower-income tenants, the 
Act requires that 100 percent of all 
grant amounts be used to benefit 
lower-income families with provision 
for reduction to 70 percent or to 50 
percent benefit in accordance with 
certain statutory tests and the 
Secretary's regulations.

o Eighty-five percent of the 
tenant households in committed 
projects prior to rehabilitation 
had incomes less than 80 percent

FIGURE ES-6

rehabilitation rents.

AVERAGE MONTHLY RENT CHANGES PER UNIT IN RENTAL REHABILITATION 
PROJECTS COMPLETED AS OF SEPTEMBER 30, 1985*

(n = 588 Projects)

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System.
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of the area median, and 62 
percent met the standard for 
very low income. Ninety-four 
percent of the tenant households 
in completed projects after 
rehabilitation were below 80 
percent of the area median 
income, and 78 percent were at 
50 percent or less of the area 
median income.

o Households of four persons and 
less constitute the majority of 
units in committed (58 percent) 
and in completed projects both 
before rehab (59 percent) and 
after (70 percent). Elderly 
households, single persons and 
large families make up similar 
and much smaller shares.

o Minority households comprise a 
large proportion of tenant 
households in committed projects 
(68 percent), in completed 
projects prior to rehab (46 
percent) and in completed 
projects after rehab (52 
percent). Blacks are the 
largest minority group in each 
project category.

URBAN HOMESTEADING 
PROGRAM

Participation. Section 810 of the 
Housing and Community Development 
Act of 1974, as amended, authorizes 
the transfer (without payment) of 
unoccupied one-to four-family 
properties owned by certain Federal 
agencies to communities with 
homesteading programs approved by 
HUD. Section 810 funds are used to 
reimburse the respective Federal 
agencies for the value of the units 
transferred to communities for 
homesteading.

o By the end of FY 1985, the 
Department had approved 147 
communities, including 129 
cities, 17 counties, and one 
State, for participation.

o Six cities and one State entered 
the program during FY 1985.

o Of the approved communities, 115 
remained formally in the program 
as of the end of FY 1985.

o During FY 1985, ninety-three 
communities added new 
properties, either Federal or 
local. This is a basic 
indicator of program activity.

Program Funding and Expenditure. 
While the Urban Homesteading Program 
transfers properties to homesteaders 
without substantial cost, it is the 
homesteader's responsibility to pay 
for or do whatever rehabilitation is 
needed to meet required local 
standards.

o By the end of FY 1985, $84 
million of Section 810 funds had 
been expended for local 
acquisition of Federal 
properties for homesteading.

This amounted to 92 percent of 
the cumulative appropriations of 
$91 million. Twelve million 
dollars was appropriated for FY 
1985, and $12.2 million was 
expended over the year.

o The average value of Section 810 
properties transferred to 
communities during FY 1985 was 
$17,101.

o Section 312 loans accounted for 
three-quarters of the 
rehabilitation financing
provided for Section 810 
properties during FY 1985. CDBG 
funds provided the next largest 
source of funding (12 percent).

o The average cost of 
rehabilitating a homesteading 
unit during FY 1985 was $20,771.
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Homesteading Properties. Most urban 
homesteading communities still 
depend on Federal, principally HUD, 
properties for their homesteading 
production.

o Since the beginning of the 
program, homesteading
communities have amassed 10,942 
properties from all sources for 
homesteading purposes.

o By the end of FY 1985, Section 
810 funds had been used to 
reimburse the HUD mortgage 
insurance and housing loan 
funds, the Veterans
Administration and the Farmers 
Home Administration for 9,027 
properties in 122 of the 
participating localities.

o During the 1985 fiscal year, 971 
additional properties became 
available for homesteading from 
all sources. Section 810 
properties comprised 60 percent 
of that total.

o For all 10,942 properties 
acquired from whatever source 
over the life of the program: 

9,698 properties have been 
conditionally conveyed to 
homesteaders.

— Rehabilitation had been 
begun on 9,317 properties 
and completed on 8,197.

Homesteaders occupied 8,951 
of the properties and had 
obtained final ownership of 
5,095 properties.

SECTION 312 REHABILITATION 
LOAN PROGRAM

Participation. Section 312 of the 
Housing Act of 1964, as amended, 
provides low-interest loans to 
property owners to finance the 
rehabilitation of eligible 
properties.

o During FY 1985, the Department 
obligated over 2,780 loans 
totalling $75 million in 322 
communities.

o Since its inception, the Section 
312 Program has awarded 97,395 
loans totalling more than $1.3 
billion.

Characteristics of Section 312 
Loans. Beginning in January 1985, 
the Department charged a minimum 
interest rate of three percent for 
lower-income families and a floating 
interest rate to all other 
borrowers. The term of a Section 
312 loan cannot exceed 20 years or 
three-fourths of the remaining 
economic life of the property, 
whichever is shorter.

o Seventy-eight percent of Section 
312 assistance in FY 1985 went 
to owners of single-family 
housing and 22 percent to owners 
of all other properties.

o Section 312 loans contributed to
the rehabilitation of 3,132 
single-family units in FY 1985 
at a mean Section 312 loan 
amount of $13,891 per unit.

o Section 312 loans assisted in
the rehabilitation of 1,195 
multifamily, non-residential and 
mixed-use units in FY 1985 at an 
average of $10,055 per unit.

Characteristics of Single—Fami ly 
Loan Recipients. There are no 
national income limits for Section 
312 loan applicants, but communities 
are statutorily required to give 
priority for loans to low- and 
moderate-income owner-occupants.

o The best available indicator of 
the income of recipients is the 
working interest rate of the 
loan, since only owners with 
incomes at or below 80 percent 
of the area median are to be 
charged the three percent rate 
for single-family loans.
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Seventy-eight percent of the 
single-family loans for FY 1985 
charged that rate.

o Based on a subset of FY 1985 
single-family loan applications 
for which settlement had 
occurred:

Ninety-three percent of the 
applicants reported
household incomes less 
than $30,000 per year, 77 
percent had annual incomes 
less than $20,000 and 22 
percent less than $10,000.

Forty-two percent of the 
loan recipients were less 
than 40 years of age, and 
23 percent were less than 
30; 28 percent were 60
years or older.

Half of the loan recipients 
were members of minority 
groups. Blacks constituted 
32 percent of all 
recipients and Hispanics 
another nine percent.

Twenty-seven percent of all 
recipient households
contained four or more 
members. Thirty-seven
percent were two-member 
households, and 35 percent 
were single-member
households.

SECRETARY’S DISCRETIONARY 
FUND AND MANAGEMENT 

INITIATIVES AND MONITORING

Secretary’s Discretionary Fund. The 
Secretary's Discretionary Fund is 
authorized by Section 107 of the 
Housing and Community Development 
Act of 1974 to provide a source of 
non-entitlement funding for special 
groups and projects. The 
appropriation for FY 1985 was $60.5 
million.

o Of this amount, the Office of 
Community Planning and 
Development (CPD) distributed 
$28.8 million of the $30 million 
allocated to the CDBG Program 
for Indian Tribes and Alaska 
Natives. Ninety-two grants for 
community development activities 
were awarded. Over one-half of 
the funds distributed were used 
for either housing
rehabilitation (28 percent) or 
economic development (24 
percent). (See Figure ES-7.)

o Grants totalling $7.0 million 
were made under the Insular 
Areas CDBG Program. These 
grants were made to the Virgin 
Islands, Guam, the Commonwealth 
of Northern Mariana Islands, 
American Samoa and the Trust 
Territories of the Pacific. 
Approximately 75 percent of the 
funds were planned to be used 
either for public facilities or 
housing-related activities.

o The remaining $23.5 million was 
used to provide technical 
assistance to participants in 
CPD programs and for special 
projects. A total of 83 
contracts and grants were 
awarded during FY 1985. 
Reflecting the Secretary's 
priority, over $8.0 million of 
the technical assistance grants 
were made to minority 
orgnizations, 81 percent of
which were Black and 17 percent 
Hispanic.

Management Initiatives. CPD has 
taken several management initiatives 
designed to aid in achieving the 
objectives of the Department. While 
these initiatives may cross program 
lines, often they do not directly 
involve the regular programs of the 
Department and are done with little 
or no cost.
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FIGURE ES-7

Technical Assistance 
Special Projects 

$23.5

DISTRIBUTION OF SECRETARY’S DISCRETIONARY FUND, FY 1985* 
(Dollars In Millions)

* $1.2 reallocated from Fy 1985 to 1986 under Section 515 of Treasury/ 
Postal Service Anoronr-iat-ton Ant of 1QRA.

SOURCE: U.S. Department of Housing and Urban 
and Development, Office of Program Analysis

Public /Private Partnerships.
The Department continues to 
promote the concept of 
public/private partnerships in 
carrying out economic and 
community development activities 
at the local level.

o Among the public/private 
partnership initiatives 
undertaken by CPD in FY 
1985 were: a publication 
citing examples of urban 
entrepreneurship undertaken 
by city officials which 
have been successful in 
leveraging private
participation in
development projects; a 
demonstration grant to 
replicate the Small 
Business Development System 
pioneered in Boston to help 
small businesses; efforts 
to increase the use of

Development, Community Planning 
and Evaluation.

pension funds for community 
development activities; and 
a technical assistance 
contract to aid ten 
communities in making 
better use of CDBG funds to 
promote economic 
development.

new economic development tool.

Enterprise Zones. CPD has
played an active role in
encouraging the States to
recognize Enterprise Zones as a

o Twenty-seven States have 
enacted Enterprise Zone 
enabling legislation, and 
approximately 1,400 zones 
have been designated.

o The States have reported 
that over 80,000 jobs have 
been created or retained in 
these zones with actual or
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planned investment of over 
$3 billion.

Energy Initiatives. Congress 
has mandated that community 
development programs emphasize 
energy conservation, energy 
efficiency and the provision of 
alternative and renewable energy 
sources.

o CPD provided $300,000 in 
technical assistance to 
seven district heating and 
cooling projects in FY 
1985. Over a five-year 
period, $2.5 million has 
been provided to over 30 
projects. Upon completion, 
the 30 projects will have 
leveraged $100 for every 
Federal dollar invested.

o CPD sponsored studies and 
roundtables to promote 
energy efficiency measures 
in properties being 
rehabilitated with funds 
provided by the CDBG and 
Rental Rehabilitation
Programs; established
interagency agreements to 
further energy conservation 
goals; offered guidance on 
the use of the CDBG and 
UDAG Programs to improve 
energy efficiency in 
community and economic 
development projects,
emphasizing public/private 
partnerships; and promoted 
public awareness of the 
economic development
benefits of energy 
conservation measures.

Historic Preservation. The 
Housing and Community 
Development Act of 1974 
authorizes the use of program 
funds for historic preservation, 
but no specific funds have been 
appropriated for this
activity. Local communities 
have taken the initiative in 

using CDBG and UDAG funds to 
promote historic preservation.

o In FY 1985, preliminary 
data shows that UDAG 
grantees have designated 
$6.5 million in Action 
Grant funds for historic 
preservation.
Approximately $5.0 million 
in expenditures for 
historic preservation were 

1 reported by CDBG
Entitlement Program
grantees.

o Between FY 1978 and FY 
1985, over $218 million of 
UDAG funds have been 
earmarked for historic 
preservation in 230
projects. This has
leveraged over $1 billion 
in private funds and an 
additional $52 million in 
other public funds. 
Entitlement Cities have 
spent almost $70 million of 
CDBG funds during the same 
period for historic 
preservation.

Management_______ Monitoring_______ and
Auditing. HUD monitors and audits 
CPD program grantees to ensure that 
program objectives are being met, 
that Federal funds are being used 
properly and that program activities 
are carried out in a non- 
discriminatory manner.

Monitoring. The goal of program 
monitoring is to review grantee 
conformance with program 
requirements for the purpose of 
enabling HUD to improve, 
reinforce or augment grantee 
performance.

o Monitoring of CPD program 
grantees is the
responsibility of HUD Field 
Office staff. In FY 1985, 
761 Entitlement City
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Program grantees, 747 UDAG 
Program grantees, and 476 
Rental Rehabilitation 
Program grantees were 
monitored to determine 
compliance with HUD 
statutes and regulations. 
Each of the 48 States 
administering the CDBG 
Small Cities Program also 
was monitored. (See Figure 
ES-8.)

Auditing. Every community 
receiving Block Grant funds must 
have a financial and compliance 
audit, at least biennially and 
preferably every year, of its 
use of all Federal funds. 
Program audits were aimed at 
ensuring that local activities 
and expenditures were those 
permitted by law. The audits 
were conducted by HUD's Office 
of Inspector General or by 
Independent Public Accountants. 

o There were 1,740 audits 
conducted in FY 1985, of 
which 31 percent had some 
negative findings. Of the 
negative findings, 29 
percent involved a monetary 
value. Of the total of $63 
million of monetary 
findings, 33 percent were 
sustained, 27 percent were 
not sustained and the 
remaining 40 percent are 
still unresolved.

o The number of audits has 
been cut by one-third since 
1982 as a result of the 
increasing use of the 
single-audit approach in 
which audits are made on an 
organization-wide basis 
rather than grant-by-grant.

TABLE ES-8

MONITORING PERFORMANCE AND GOALS

Total

FY 1985

To Be 
Monitored

Actually 
Monitored

Percent 
of Goal 

Accomplished

CDBG Entitlement 806 756 761 101%
State CDBG 49 48 48 100
UDAG 1,602 660 747 113
Rental Rehabilitation 476 448 476 100

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Field Operations and Monitoring.
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Fair Housing and Equal 
Opportunity. FHEO staff in HUD 
Field Offices are responsible 
for carrying out a variety of 
activities to assure that CPD 
program applicants and grantees 
promote equal opportunity and 
are adhering to the Federal 
statutes and Executive Orders 
prohibiting discrimination in 
the administration of CPD 
programs.

o Annually, each CDBG Program 
grantee must certify that 
it has complied with equal 
opportunity requirements. 
In FY 1985, FHEO conducted 
826 certification reviews 
of which 30 resulted in 
challenges.

o All UDAG applications are 
reviewed by FHEO regarding 
their provision for jobs 
for minority persons and 
contracts for minority- 
owned firms. As a result 
of these reviews, 357 
applications were
recommended for funding and 
196 were not recommended. 
No recommendations were 
made on the remaining 98 of 
the total of 651 
applications reviewed in FY 
1985.

o During FY 1985, there were 
2,547 monitoring reviews 
conducted by FHEO staff, 
both off-site and on-site, 
covering grantees in all 
CPD programs. From these 
reviews, 179 deficiencies 
were found.

o Provisions in the CDBG 
statute prohibit
discrimination in a 
recipient's hiring and 
employment practices in any 
program or activity funded 
in whole or in part with 
CDBG funds. Information 
provided by CDBG grantees 
showed that in FY 1984, 31 
percent of males and 51 
percent of females employed 
full time in CDBG-funded 
agencies were minority 
persons. Minority females 
increased from 29 percent 
of all female employees 
earning more than $25,000 a 
year in FY 1983 to 36 
percent in FY 1984, the 
last year for which data 
are available. (See Figure 
ES-9.)

o During FY 1985, FHEO 
reviewed the equal 
opportunity performance of 
642 cities applying for the 
first time for UDAG 
eligibility; initiated in- 
depth reviews of 39 CDBG 
entitlement cities and 24 
HUD-administered small 
cities; and investigated 69 
complaints. It also
provided training to HUD 
Field Office staff and
technical assistance in the 
form of program guidance 
materials.
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FIGURE ES-9

PERCENT MINORITY EMPLOYMENT IN CDBG-FUNDED AGENCIES 
FY 1983 ANDFY1984

SOURCE: U.S. Department of Housing and Urban Development, FHEO FY 1983 and 
FY 1984 Report on Municipal Government Employment Information for CDBG- 
Funded Departments and Agencies.
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CHAPTER 1

COMMUNITY DEVELOPMENT BLOCK GRANT ENTITLEMENT PROGRAM

INTRODUCTION
The Community Development Block Grant (CDBG) Entitlement Program provides 
funding to central cities in Metropolitan Statistical Areas (MSAs), to cities 
with populations of over 50,000, and to Urban Counties. Urban Counties are 
counties in MSAs that have populations of 200,000 or more excluding any cities 
that qualify for a CDBG Entitlement grant and any smaller communities that do 
not choose to participate in the program through the Urban County. The amount 
of CDBG entitlement funds that a community receives is determined by two 
allocation formulas that incorporate the current population, the population 
growth lag, the number of persons in poverty, the extent of over-crowded 
housing and the amount of pre-1940 housing.*  Communities that receive an 
Entitlement grant may use the funds for a broad range of community 
development-related activities. Because CDBG is a block grant program, 
communities have considerable discretion in designing and implementing their 
own programs. The activities selected must either benefit low- and moderate­
income persons, prevent or eliminate slums and blight or meet local urgent 
needs.

This chapter reports on the progress of Metropolitan Cities and Urban Counties 
receiving entitlement grants. The chapter is organized into five major 
sections. The first section discusses eligibility, participation and funding 
during Fiscal Year 1985. The second section reports how communities intended 
to use the funds budgeted in FY 1985, and the third section reports on funds 
actually expended during FY 1983, the most recent year for which expenditure 
information is available. The fourth section presents information on the 
participation and funding under the Section 108 Loan Guarantee Program. The 
last section reports on the amount of CDBG funds directed to meeting the 
shelter, food and service needs of the homeless. Information on monitoring, 
audits, and other aspects of program management related to the CDBG 
Entitlement Program is provided in Chapter 5 of this report.

PROGRAM FUNDING AND PARTICIPATION

This section is divided into four parts that examine FY 1985 authorization and 
appropriation acts, community eligibility and participation, unexpended 
program funds and 1985 management actions.

* The exact components of the formula and the methodology for determining 
grant amounts are described in Section 106 of the Housing and Community 
Development Act of 1974.
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AUTHORIZATION, APPROPRIATION AND ALLOCATION ACTIONS IN FY 1985

The authorization for the FY 1985 Community Development Block Grant (CDBG) 
program, enacted as a part of Housing and Urban-Rural Recovery Act of 1983, 
was $3,468 billion. Of this sum, up to $68.2 million was authorized for the 
Secretary's Discretionary Fund. No new substantive CDBG-related laws or 
amendments were passed by Congress in 1984 affecting the 1985 CDBG program, 
other than Technical Amendments relating to the 1983 Amendments.*

The FY 1985 Appropriation Act provided $3,472 billion for the CDBG Program. 
This represents an increase of $4 million over the FY 1984 CDBG 
appropriation. The Conference Report on the FY 1985 Appropriation Act 
recommended that the $4 million be added to the Secretary's Discretionary Fund 
and that $2 million of this be used for the special projects category for 
Infrastructure projects. After subtracting the Secretary's Discretionary Fund 
amount ($60.5 million), the CDBG Entitlement Program received its statutory 
allocation of 70 percent of $3,412 or $2,388 billion. During FY 1985, up to 
$225 million in commmitments to guarantee loans under Section 108 were 
authorized.

GRANTEE ELIGIBILITY, PARTICIPATION AND FUNDING

Eligibility. In 1985, there were 814 communities, 707 Metropolitan Cities and 
107 Urban Counties, eligible to receive CDBG Entitlement grants. This 
represents a net increase of 19 jurisdictions over those eligible in 1984. In 
FY 1985, 21 communities (18 Metropolitan Cities and three Urban Counties) 
became eligible to receive an Entitlement grant for the first time. Two 
Metropolitan Cities first entitled in 1984 chose to defer their Entitlement 
status, thereby ensuring the county in which they were located Urban County 
status. In addition, eight other cities newly eligible to receive an 
Entitlement designation in 1985 also chose to remain a part of an existing 
Urban County program.**

• The 1983 Amendments and the 1984 Technical Amendments were discussed in 
the 1985 Annual Report.

•* Deferment of an Entitlement status is different from the situation 
discussed on page 1-3, where a Metropolitan City receives its own 
Entitlement Grant but undertakes a joint program with an Urban County.
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TABLE 1-1

ELIGIBLE CDBG ENTITLEMENT COMMUNITIES FOR SELECTED YEARS 
1975-1985

Grantee Type 1975 1979 1980 1981 1982 1983 1984 1985
Metro Cities 521 562 573 583 636 637 691 707
Urban Counties 73 84 85 86 96 98 104 107

Total 594 646 658 669 732 735 795 814

SOURCE: Department of Housing and Urban Development, Community Planning and 
Development, Office of Management.

Between 1975 and 1985, 220 Metropolitan Cities and Urban counties became 
eligible to receive an Entitlement grant under CDBG program, a 37 percent 
increase in grantee participation.

In FY 1985, 509 communities received Entitlement grants because of a central 
city designation, 171 cities qualified because their populations exceeded 
50,000, and 107 counties were eligible for Urban County status. Twenty-seven 
other communities continued to receive CDBG grants through grandfathering 
provisions even though they had lost their central city status (18 cities) or 
had their population decline below 50,000 (nine cities). This is a net 
decrease of two from the previous year. One grandfathered city regained 
central city designation and two other cities' populations increased to more 
than 50,000. One city's eligibility shifted to the grandfather category as a 
result of its population falling below 50,000.

Entitlement funds are distributed to eligible Metropolitan Cities and Urban 
Counties utilizing two objective formulas. An allocation under the original 
formula created in 1974 (formula A) is based on shares of population weighted 
at 25 percent, poverty weighted at 50 percent, and overcrowded housing 
weighted at 25 percent. An allocation under formula B, established in 1977, 
is based on shares of poverty weighted at 30 percent, pre-1940 housing 
weighted at 50 percent, and 1960-1982 population growth lag weighted at 20 
percent. The vast majority of non-central cities (66 percent) and Urban 
Counties (75 percent) receive Entitlement funding under Formula A, while equal 
proportions of central cities receive funds under Formulas A and B.

FY 1985 Funding and Participation. CDBG grantees received funds in FY 1985 
from three sources — new appropriations, reallocations of prior years' funds 
and income generated from previously funded activities. The overwhelming 
majority of funds a grantee receives each year comes from the formula grant 
from newly appropriated funds. In FY 1985, 804 jurisdictions received an 
Entitlement grant; 697 Metropolitan Cities were awarded $1.94 billion and 107 
Urban Counties received $440 million. In 1985, seven Metropolitan Cities 
chose to have their Entitlement grants combined with an Urban County program, 
an increase of two from 1984. Four Metropolitan Cities had FY 1985 grants
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partially reduced, and the reductions of $533,800 from these grantees will be 
reallocated in FY 1986. Two grantees' approvals were pending as of February 
1986 because of questions regarding their past performance in the CDBG 
program. Eight eligible Metropolitan Cities chose not to apply for their FY 
1985 grants.

Most cities and counties had very small percent changes in their grants from 
FY 1984 to FY 1985. Sixty-four percent of the grantees had decreases in 
grants and 36 percent had gains. However, the magnitude of the changes in the 
1985 grant size for most grantees was relatively small. Ninety percent of all 
grantees had three percent or less change in grant amounts. County variations 
were primarily due to changes in community participation within the county. 
The greatest county losses were due to previously participating communities 
choosing not to join the county programs or their becoming eligible for their 
own CDBG entitlement grants.

TABLE 1-2

FUNDING STATUS OF CDBG ENTITLEMENT COhWUNITIES, FY 1985 
(Dollars in Thousands)

1

Status
Total Metro Cities Urban Counties

Number Amount Number Amount Number Amount

Eligible 814 $2,388,050 707 $1,953,525 107 $434,525

Awarded: 804 2,375,564 697 1,935,349 107 440,215
Full Awards 
Partial Award+ 
Combined with

793
4

2,362,317
7,557

686
4

1,927,792
7,557

107
0

434,525
0

Urban County 7 5,690 7 NA NA 5,690

Pending Approval _2 4,914 2_ 4,914 2 0_

Did Not Apply 8 7,038 8 7,038 0 0

+ FY 1985 Grant 
that were not

reductions totalled $533,800. 
awarded, will be reallocated

. These funds, 
during FY 1986

along with those

SOURCE: U.S Department of Housing and Urban Development, Community Planning 
and Development, Office of Management, Data Systems and Statistics 
Division. Compiled by the Office of Program Analysis and Evaluation.

1985 Reallocation. In addition to grants from each year's appropriation, HUD 
reallocates by statutory formula any previous year's funds that were withheld, 
recaptured, or not applied for. The law provides that such funds are to be 
reallocated by formula among other recipients in the same metropolitan area as 
the community from which the funds were obtained. There are two limitations 
on this reallocation procedure. First, a grantee is banned from having its 
funds reallocated to itself. Second, no community may receive reallocated 
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funds in an amount that exceeds 25 percent of its basic grant amount. Funds 
that become available for reallocation under these limitations are reallocated 
nationally to all grantees.

In FY 1985, a total of $7.7 million was reallocated ($100,901 from FY 1983 and 
$7,673,589 from FY 1984 funds) to 68 grantees (64 Metropolitan Cities and four 
Urban Counties) in seven metropolitan areas. Seventeen of these grantees (25 
percent) received reallocations over $50,000. In FY 1985, there was no money 
redistributed nationally.

Program Income. In addition to new Entitlement funds received each year, 
grantees also have available for their use the proceeds from previously funded 
CDBG activities. Most Entitlement communities undertake activities that 
produce some amount of program income, and the aggregate amount generated 
annually is substantial. During their 1983 CDBG program year, the most recent 
year for which such information is available, Metro Cities and Urban Counties 
received an estimated $357 million income from activities funded during that 
program year and previous program years. This amount is equal to almost 15 
percent of the funds appropriated for the Entitlement Program that year. CDBG 
regulations require that this program income be used on CDBG-eligible 
activities that meet all the rules and requirements applicable to other 
program funds.

TABLE 1-3

CDBG ENTITLEMENT PROGRAM INCOME, FY 1983 
(Dollars in Millions)

Source of Income

Metro
Cities

Urban
Counties

All
Grantees

Amount Pct. Amountt Pct. Amount Pct.
Revolving Loan Funds $ 79 25% $ 17 41% $ 96 27%
Housing Rehabilitation (51) (16) (10) (24) (62) (17)
Economic Development (24) ( 8) ( 7) (17) (3D ( 9)
Other ( 3) ( 1) ft ft ( 3) ( 1)

Loan Repayments 72 23 6 15 77 22
Sale of Land 69 22 3 7 73 20
Rental Income 13 4 1 2 13 4
Fees for Services 5 2 * 1 5 1
Refunds 4 1 * 1 4 1
Other Sources 75 24 13 32 __ 89 25

Total $317 100% $41 100% $357 100

* Less than $500,000 or .5 percent
Note: Detail does not add due to rounding.

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluation Data Bases.
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