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Acquisition of Real Property 
 
LTWFH funds may be use to acquire real property in whole or in part by purchase, long-term 
lease, donation, or otherwise.  
 
Eligible Activities 

 
In order to be considered acquisition, a permanent interest in the property must be obtained. 
Long-term leases can be considered to constitute a permanent interest for this purpose.  

 
More specifically, CDBG funds may be used under this category by: 

• The state grant sub-recipient, 
• Any other public agency, 
• A public nonprofit entity, or 
• A private nonprofit entity 
 

to acquire real property for any public purpose. However, the acquisition costs attributable to a 
building to be used for the general conduct of government, and acquisition of property to be used 
for political activities, are not eligible. 

 
Real property to be acquired could include: 

• Land, 
• Air rights, 
• Easements, 
• Water rights, 
• Rights-of-way, 
• Buildings and other real property improvements, or 
• Other interests in the real property. 

 
Costs that may be paid for with CDBG funds under this category include the cost of surveys to 
identify the property to be acquired, appraisals, and the preparation of legal documents, 
recordation fees, and other costs that are necessary to effect the acquisition. 
 
Real property acquisition under this category does not include: 
 

• The cost of moveable equipment, furnishings, or machinery if this is the principal 
purpose of the activity, since such items are not real property. They may, however, 
qualify under another category, such as assistance to a for-profit business, when needed 
for carrying out an economic development project, or under Public Services. 

• Acquisition of property that is then expected to be donated or sold at less than the 
purchase price to the same entity from which the property was purchased. This is not an 
eligible activity since it is not considered to involve a legitimate change of ownership. 
(However, if land is acquired and then given or sold at less than the purchase price to a 
for-profit business as part of an economic development project, this could be eligible 
under HCDA Section 105(a)(17) as assistance to a for-profit business 
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• Acquisition of newly-constructed housing or an interest in the construction of new 
housing, unless such housing is already constructed and for sale on the open market at the 
time that a commitment is made to use CDBG funds for such a purchase. The prohibition 
of this type of acquisition is based on the fact that such acquisition would be considered 
to constitute assisting new housing construction, which is generally ineligible for CDBG 
assistance.  

 
Note: Acquisition of real property that does not meet the limitations for eligibility under this 
category may be eligible for CDBG assistance under other categories of basic eligibility. For 
example, CDBG funds may be provided to private individuals and private for-profit entities to 
acquire real property in the following situations: 
 

• Under certain circumstances, CDBG funds may be provided to private individuals and 
private for-profit entities to acquire property to be rehabilitated, if the property is then 
rehabilitated and used or sold for residential purposes. 

• Private non-profit entities may use CDBG funds to acquire real property for commercial 
or industrial uses, and private for-profit entities may also do so when appropriate for an 
economic development project. 

 
 
Complying With National Objectives Acquisition of Real Property: 
 
Qualifying an acquisition activity under one of the CDBG national objectives depends entirely 
on the use of the acquired real property following its acquisition. A preliminary determination of 
compliance may be based on the planned use. The final determination must be based on the 
actual use of the property, excluding any short-term, temporary use. Where the acquisition is for 
the purpose of clearance that will eliminate specific conditions of blight or physical decay, the 
clearance activity may be considered the actual use of the property. However, any subsequent 
use or disposition of the cleared property must be treated as a “change of use,” under 24 CFR 
570.489(j), as applicable. If property is to be acquired for a general purpose, such as housing or 
economic development, and the actual specific project is not yet identified, the sub-recipient 
must document the general use it intends for the property, the national objective category it 
expects will be met, and make a written commitment to use the property only for a specific 
project under that general use that will meet the specified national objective. 
 
Additional Considerations: 
 
If property acquired with CDBG funds, or any interest therein, is subsequently transferred to 
another entity within five years of closeout, the property or interest must be sold to the entity at 
the current fair market value unless the property will be used for an activity that meets a 
CDBG national objective. Sale proceeds would be program income. 
 
The purchase of real property by the grant sub-recipient or other entities under this eligibility 
category is subject to the requirements of the Uniform Relocation Assistance and Real Property 
Acquisition Policies Act of 1970. Among other things, this could mean that persons displaced as 
a result of the acquisition must be provided with financial assistance. Temporary easements, 
acquisition from another public agency, and voluntary offers in response to a public solicitation 
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are exempt from Uniform Act requirements. Reference: 24 CFR 570.488 and –.606; 49 CFR 
Part 24. 
 
Since the ultimate use of the property determines how a national objective will be met, whenever 
the use differs from that contemplated at the time of acquisition, a review must be made of the 
new use to ensure it will meet a national objective. When such review results in the 
determination that the national objective being met differs from that ascribed to the activity 
initially, an adjustment must be made to the program records to reflect this change. If the 
objective claimed for the original acquisition costs was that of benefit to L/M income persons, 
and the objective being met by the new use falls under either of the other two national objectives, 
the new use of the property would be authorized only if the classification of the acquisition costs 
to the new objective would not result in a violation of the “overall expenditures certification” 
that the state made for the year’s allocation of funds which the state used to fund the activity.  
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Disposition of Real Property 
 
LTWFH funds may be used to pay cost incidental to disposing of real property acquired with 
CDBG funds, including its disposition at less than fair market value, provided the property will 
be used to meet national objective of the CDBG program. 
 
Eligible Activities 
 
The property may be disposed of through: 

• Sale, 
• Lease, 
• Donation, or 
• Otherwise. 

 
CDBG funds may also be used under this category to pay reasonable costs of temporarily 
managing such property until final disposition of the property is made. 
 
Example: Disposition costs include preparation of legal documents, as well as fees paid for: 

• Appraisals, 
• Surveys, 
• Marketing, 
• Financial services, and 
• Transfer taxes and other costs involved in the transfer of ownership of property. 
 

Caveat: Because this category only authorizes the costs of temporarily managing property 
pending its disposition, care should be taken to avoid spending CDBG funds to manage 
properties for which there are no plans for disposition in the near future or where the market is 
such that it is not likely to be sold in the near future, such as properties acquired many years ago 
under the Urban Renewal Program. 
 
Complying with National Objectives-Disposition 
 
For disposition costs to be eligible, the use of the CDBG-acquired property after disposition must 
meet a national objective of the CDBG program. When property is disposed of for the same 
purpose as that for which it was acquired, the costs of disposition will be considered to meet the 
same national objective ascribed to the CDBG funds spent on its acquisition. 
 
If the property is being disposed of for a purpose other than that for which it was acquired, the 
new activity must be reviewed to determine whether a national objective will be met by the new 
use. Property acquired with CDBG funds may be used for purposes that do not meet a national 
objective, but only after the CDBG program is reimbursed as specified under 24 CFR 
570.489(j)(2). 
Additional Considerations 
 
Gross proceeds from the disposition of real property acquired with CDBG funds that are received 
by the grant recipient or a sub-recipient are program income. Reference: 24 CFR 570.489(e)(1) 
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Construction of Housing 
 
LTWH funds may be used to finance the construction of new permanent residential structures as 
shown below: 
 
Eligible types of property: 
 
Homeownership – Residential property that is intended to be privately owned.  This includes 
single and multifamily dwellings that are built using both traditional and modular construction 
methods.   
 
Rental - Residential property that is intended to be rental, or “rent to own” units.  This includes 
single and multifamily dwellings that are built using both traditional and modular construction 
methods.   
 
Eligible types of assistance: 
 
Costs—Costs of labor, materials, supplies and other expenses required for the construction of the 
dwelling, including all site development, principal fixtures and necessary structural components. 
 
Financing—Grants, loans, loan guarantees, interest supplements, and other forms of financial 
assistance may be provided under this category.  
 
Security devices—Installation costs of sprinkler systems, smoke detectors, dead bolt locks, and 
other devices for security purposes. 
 
Insurance—The costs of initial homeowner warranty premiums, hazard insurance premiums 
and, where needed, flood insurance premiums for properties covered by the Flood Disaster 
Protection Act of 1973, as amended, pursuant to 24 CFR 570.605. 
 
Water and sewer—Costs of connecting existing residential structures to water distribution lines 
or local sewer collection lines, or installing wells, septic tanks, septic fields for individual 
houses. Costs of installing water and sewer collection lines are eligible activities. 
 
Landscaping, sidewalks, and driveways—The costs of installation of landscape materials, 
sidewalks, and driveways are eligible activities. 
 
Additional Considerations for Construction of Housing: 
 
It is important to note that several activities that support new housing may be carried out using 
LTWH funds even though other resources are supporting the actual housing construction costs. 
The following are examples of supportive activities: 

• Acquisition of sites on which buildings will be constructed for use or resale as housing; 
• Clearance of toxic contaminants of property to be used for the new construction of 

housing; 
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• Site improvements to publicly-owned land to enable the property to be used for the new 
construction of housing, provided the improvements are undertaken while the property is 
still in public ownership; and 

• The cost of disposing of real property, acquired with LTWH funds, which will be used 
for new construction of housing. 

 
When using LTWH funds for supportive activities, at least 51% of the resulting housing 
development must meet low-and moderate-income requirements. 
 
Soft Costs Consideration:  
 
In addition, certain “soft costs” necessary for the new construction of housing have been 
determined to be eligible as general administrative costs. Such soft costs include: 

• Surveys, 
• Site and utility plans, and 
• Application processing fees. 

 
Soft costs incurred in support of eligible new housing construction activities may be paid for as 
part of the cost of the new construction itself. 
 
Conversion Ineligibility:  
 
It should be noted that the cost of converting an existing non-residential structure to residential is 
not generally considered to constitute new construction under the CDBG program.  
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Homeownership Assistance 
 
LTWH funds may be used to provide financial assistance to low- and moderate-income 
households to assist them in the purchase of a home.  
 
Eligible Activities 
 
Provision of direct assistance to facilitate and expand homeownership among persons of low- 
and moderate- income can be given by: 
 

• Subsidizing interest rates and mortgage principal amounts, including making a grant to 
reduce the effective interest rate on the amount needed by the purchaser to an affordable 
level.  (The funds would have to be applied towards the purchase price.)  Alternatively, 
the sub-recipient could make a subordinate loan for part of the purchase price, at little or 
no interest, for an amount of funds the payments on which, together with that required 
under the first mortgage, would be affordable to the purchaser. 
 

• Financing the cost of acquiring property at terms needed to make the purchase affordable.  
 

• Pay all or part of the premium (on behalf of the purchaser) for mortgage insurance 
required up-front by a private mortgagee.  This would include the cost of private 
mortgage insurance. 
 

• Provide any or all down payment required by the mortgagee for the purchase on behalf of 
the purchaser.  This provision is allowable based upon the KCDBG waiver granted by 
HUD. 
 

• Pay any or all of the reasonable closing costs associated with the purchase of a home on 
behalf of the purchaser. 
 

• Acquire guarantees for mortgage financing obtained by the purchaser from private 
lenders. 
 

• Lead-based paint hazard evaluation and reduction, as defined in Section 1004 of the 
Residential Lead Based Paint Hazard Reduction Act of 1992. 

 
  



 
Housing Services 

 
 

LTWH funds may be used to provide housing services that support the participation of owners, 
tenants, contractors and other entities in the program.   
 
Eligible Activities: 
 
LTWH funds may be used for: 
 

• Activities to educate, counseling and organizing  homebuyers and tenant s in connection 
with tenant-based  rental assistance and affordable housing projects; 
 

• Energy auditing; 
 

• Preparation of work specifications; 
 

• Loan processing; 
 

• Inspections; 
 

• Tenant selection; 
 

• Management of tenant-based rental assistance; 
 

• Management of homeowner-based financial assistance programs; 
 

• Other services related to assisting owners, tenants, contractors and other entities 
participating, or seeking to participate in the program. 
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Nonprofit Development Organizations (NDO) 
 
 

As established by HCDA Section 105(a)(15), the Disaster Recovery Division will provide funds 
to any qualified NDO to carry out a neighborhood revitalization, community economic 
development, or energy conservation project.   
 
The NDO must carry out the funded activities directly or through contracts with another entity 
while retaining sufficient control of the project to ensure compliance with all program 
requirements.  Advantages of being an NDO for the LTWH program is that, for the purposes of 
providing certain public services, NOD are not subject to the low-moderate income limitations 
on the use of funds for Public Services.   They will be allowed to serve a specified number of 
households up to 120%AMI. 
 
Section 105(a)(15) requires eligibility to be determined by the following methods.  It is the 
responsibility of the organization to provide sufficient information to the Disaster Recovery 
Division in order to make a determination of eligibility.   
 

1. An organization must be one of the following types of entities to qualify as a nonprofit 
development organization under HCDA Section 105(a)(15): 
 

a. Small business Investment Companies organized under 15 USC Section 681 
b. SBA Section 504 Certified Development Companies 
c. Community Action Agencies 
d. Community Development Corporations 
e. Local Development Corporations, or 
f. Community Housing Development Organizations (CHDO’s) under the HOME 

program. 
g. Entities not meeting the nonprofit development requirements can establish a 

subsidiary organization to carry out an activity under this category, but the 
subsidiary organization need to be in control of itself and not merely be a “front” 
for the parent organization.  The entity must have the authority, independent of 
the sub-recipient or other involved/related entities, to stop the project if something 
is going wrong. 

 
2. Under the provisions of HCDA Section 105(a)(15), an organization must carry out one or 

more of the following three types of projects: 
 

a. Neighborhood revitalization projects:  Activities must be sufficient in size and 
scope to have an impact on the decline of a designated geographic location within 
the jurisdiction of the community.  Activities to be considered for this purpose are 
not limited to those funded (or to be funded) with KCBDG assistance. 
 

b. Community economic development projects:  Projects must include activities that 
increase economic opportunity, principally for low- and- moderate income 
persons, or that are expected to create or retain businesses or permanent jobs 

LTWH Eligible Activities, 3.9 
 



LTWH Eligible Activities, 3.10 
 

within the community.  Housing activities must clearly link the need for 
affordable housing accessible to existing or planned jobs.  

 
c. Energy conservation projects:  Activities must be designed to conserve energy for 

the benefit of residents within the grant recipient’s jurisdiction, i.e. involves the 
construction of energy efficient housing where substantial savings in heating 
and/or cooling costs can expect to be realized. 

 
3. In order to be granted the nonprofit development organization status for the LTWH 

program, an organization must meet all of the following overarching criteria: 
 

a. The entity must qualify as a nonprofit development organization under HCDA 
Section 105(a)(15); 
 

b. The project that the nonprofit development group will undertake must qualify 
under HCDA Section 105(a)(15); 
 

c. The nonprofit development organization will be “carrying out” the activities; and 
 

d. The nonprofit development group is not carrying out an activity that is 
specifically ineligible under the CDBG program. 

 
 
Public Services that are carried out by nonprofit development organizations may be subject to the 
limitations placed on public services expenditures (i.e. the 15 percent cap) unless: 

e. The services are specifically designed to increase economic opportunities through 
job training and placement and other employment support services, and 

f. The services of any type being provided by a nonprofit development organization 
are pursuant to a state-approved Community Revitalization Strategy. 

 
 
 
*Nonprofit development organization designation requires sufficient documentation that may 
include, but is not limited to, bylaws, incorporation certificates, certificate of registration, 
nonprofit status documentation, organization policies and procedures, organizational purpose and 
activities documentation, proof of CHDO or other entity designations. 
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Planning and Capacity Building 
 
LTWH funds may be used for planning and capacity building activities as follows: 
 
Planning Eligible Activities: 
 
LTWFH funds may be used for: 

• Studies, 
• Analysis, 
• Data gathering, 
• Preparation of plans, and 
• Identification of actions that will implement plans. 

 
The types of plans which may be paid for with LTWH funds include, but are not limited to: 

• Comprehensive plans; 
• Individual project plans; 
• Community development plans; 
• Small area and neighborhood plans; 
• Functional plans (such as plans for housing, land use, or energy conservation). 

 
Capacity Building Eligible Activities: 
 
Such funds may also be used under this category for activities designed to improve a sub-
recipient’s capacity to plan and manage programs and activities for the LTWH program. 
However, the amount of LTWH funds that may be used for activities under this category is 
subject to a 15% limitation on planning and administrative costs. 
 
Capacity building activities must develop policy planning and management capacity so that the 
recipient of LTWH assistance may more rationally and effectively 

• Determine its needs; 
• Set long term goals and short term objectives; 
• Devise programs and activities to meet these goals; 
• Evaluate the progress of such programs in accomplishing these goals and objectives; and 
• Carry out management, coordination, and monitoring of activities necessary for effective 

planning implementation. 
 

Planning and capacity building activities do not include: 
 

• Engineering, architectural, and design costs related to a specific project (for example, 
detailed engineering specifications and working drawings); or 

• Other costs of implementing plans. 
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Example 
 
While developing an economic development strategy for the city or county is an eligible 
planning activity, printing brochures promoting the city or county in order to attract businesses is 
not. 
 
Additional Considerations – Planning: 
 
The cost of implementing plans, while not eligible as planning costs, may qualify for LTWH 
funding if the implementing actions are otherwise eligible activities. 
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Program Administration Costs 
 
LTWFH funds may be used to pay reasonable program administration costs and carrying charges 
related to the planning and execution of community development activities assisted in whole or 
in part with funds provided under the CDBG or HOME programs. 
 
Eligible Activities 
 
Program administration costs include staff and related costs required for overall program 
management, coordination, monitoring, reporting, and evaluation.  
 
Other activities eligible under this category include: 

• Citizen participation costs, 
• Fair housing activities, 
• Indirect costs charged using an accepted cost allocation plan, 
• Development of submissions or applications for federal programs, 
• Staff and overhead costs for project delivery, and 
• Certain costs of administering the HOME program or a federally designated 

Empowerment Zone or Enterprise Community. 
 
Office space: A sub-recipient may charge to the CDBG program the costs of rent and 
maintenance of office space to house the staff involved in program administration, but may not 
purchase or construct offices for this purpose. 
 
Proration: Where an individual staff person performs some duties that are eligible as 
administration costs as well as other duties that are eligible under other categories of basic 
eligibility, the sub-recipient may elect to charge either all of such person’s costs to 
administration if the person’s primary duties are program administration, or only the portion of 
the staff’s duties that are covered under this category (provided appropriate time distribution 
records are kept). 
 
20 percent cap: Costs that are charged to administrative costs and to planning and Capacity 
Building under Section 105(a)(12) are subject to a statutory limitation that not more than 20 
percent of grant funds plus program income may be used for planning and administration.  (This 
limitation is not contained in the Housing and Community Development Act of 1974, which 
authorizes the CDBG program, but has been included in each appropriations statute for the 
CDBG program since 1978.) 
 
Overall program management, coordination, monitoring, and evaluation include, but are not 
limited to, the following types of assistance: 
 

• Preparing program budgets, schedules and amendments; 
• Evaluating program results against stated objectives; 
• Coordinating the resolution of audit and monitoring findings; 
• Developing systems for assuring compliance with program requirements; 
• Monitoring program activities for progress and compliance with program requirements; 
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• Preparing reports and other compliance documents related to the program for submission 
to HUD; and 

• Developing interagency agreements and agreements with sub-recipient’s and contractors 
to carry out program activities. 

• Development of the Consolidated Plan 
 
Complying with National Objectives-Program Administration Costs: 
 
Costs that are appropriately charged to this category are presumed to meet a CDBG national 
objective, and the grant sub-recipient does not have to maintain any other documentation for this 
purpose. 
 
 
 
  



Rehabilitation and Reconstruction Activities 
 
LTWH funds may be used to finance the costs of rehabilitation and reconstruction as shown 
below: 
 
Eligible types of property: 
 
Residential—Residential property, whether privately or publicly owned. This includes 
manufactured housing when such housing constitutes part of the community’s housing stock and 
is classified as real property.   
 
Note: Additions to existing buildings may be assisted under this category when they are 
incidental to the rehabilitation of the property, and may be provided as a part of other 
rehabilitation if the addition does not materially increase the size or function of the building. 
 
Eligible types of assistance: 
 
Costs—Costs of labor, materials, supplies and other expenses required for the rehabilitation of 
property, including repair or replacement of principal fixtures and components of existing 
structures (for example, the heating system). 
 
Financing—Grants, loans, loan guarantees, interest supplements, and other forms of financial 
assistance may be provided under this category. (A grant recipient may make a “lump sum 
drawdown” for the purpose of financing rehabilitation of privately-owned properties. See 24 
CFR 570.513 for details.) 
 
Refinancing—Loans for refinancing existing indebtedness secured by a property being 
rehabilitated with LTWH funds, if such refinancing is determined by the grant recipient to be 
necessary or appropriate to achieve its community development objectives. 
 
Property acquisition—Assistance to private individuals and entities (whether profit or not-for-
profit) to acquire for the purpose of rehabilitation and to rehabilitate properties for use or resale 
for residential purposes. 
 
Security devices—Installation costs of sprinkler systems, smoke detectors, dead bolt locks, and 
other devices for security purposes. 
 
Insurance—The costs of initial homeowner warranty premiums and, where needed to protect 
the sub-recipient’s interest in properties securing a rehabilitation loan, hazard insurance 
premiums, as well as flood insurance premiums for properties covered by the Flood Disaster 
Protection Act of 1973, as amended, pursuant to 24 CFR 570.605. 
 
Conservation—Costs required to increase the efficient use of water (for example, water saving 
faucets and shower heads) and improvements to increase the efficient use of energy in structures 
through such means as installation of storm windows and doors, insulation, and modification or 
replacement of heating and cooling equipment. 
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Water and sewer—Costs of connecting existing residential structures to water distribution lines 
or local sewer collection lines, or installing wells, septic tanks, septic fields for individual 
houses, as well as replacing any of the above. (Costs of installing water and sewer collection 
lines are not eligible as rehabilitation.) 
 
Tools—Costs of acquiring tools to be lent to owners, tenants, and others who will use the tools 
to carry out rehabilitation. 
 
Barrier removal—Costs to remove material and architectural barriers that restrict the mobility 
and accessibility of elderly and severely disabled persons to buildings and improvements that are 
eligible for rehabilitation under this category. 
 
Landscaping, sidewalks, and driveways—The costs of installation or replacement of landscape 
materials, sidewalks, and driveways when incidental to other rehabilitation of the property. 
 
Lead-based paint hazard evaluation and reduction—The costs of evaluating and treating 
lead-based paint may be undertaken in the LTWH program in conjunction with other 
rehabilitation activities as a separate activity under Section 105(a)(25). In addition to lead hazard 
abatement work itself, LTWH funds may be used for: testing the blood of children to determine 
the lead levels, inspecting and testing homes for lead hazards, temporarily relocating families 
during lead control work, community education and outreach, job training for lead hazard control 
workers, and collection and analysis of data on lead hazards. 
 
Rehabilitation services—Staff costs and related expenses required for outreach efforts for 
marketing the program, rehabilitation counseling, screening potential applicant households and 
structures, energy auditing, preparing work specifications, loan underwriting and processing, 
inspections, and other services related to assisting owners, tenants, contractors, and other entities 
who are participating or seeking to participate in rehabilitation activities eligible under this 
category. 
 
Rehabilitation does not include: 
 

• Creation of a secondary housing unit attached to a primary unit; 
• Installation of luxury items, such as a swimming pool; 
• Costs of equipment, furnishings, or other personal property not an integral structural 

fixture, such as: 
o a window air conditioner, or 
o a washer or dryer (but a stove or refrigerator is allowed); or 

• The value of the homeowner’s sweat equity to rehabilitate their own property. 
 
Drawing down funds for rehabilitation: 
 
The general Treasury rules for drawing federal funds require that funds not be drawn until 
needed. The rules also generally require that any program income on hand must be used before 
drawing additional funds from the Treasury.  
Additional Considerations for Rehabilitation: 
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When LTWH funds are used under this category for refinancing, the state or state grant recipient 
should maintain documentation showing that the rehabilitation was done with LTWH funds and 
that the borrower needed the refinancing in order to make the rehabilitation affordable.  
 
If a state grant recipient or a sub-recipient makes a number of loans for rehabilitation, it will be 
important that appropriate steps be taken to manage its portfolio of loans.  
 
Eligibility of Reconstruction Activities: 
 
For LTWH purposes, reconstruction is generally defined as meaning the rebuilding of a structure 
on the same site in substantially the same manner. Deviations from the original design are 
permitted for reasons of safety or if otherwise impractical. The structure to be reconstructed may 
be residential or nonresidential, and either publicly or privately owned. A reconstructed unit need 
not contain the same number of rooms as the unit it replaces. 
 
Sub-recipients are cautioned that reconstruction that involves increasing the number of housing 
units on a site may constitute new housing construction. However, there could be situations in 
which a single-unit structure could be reconstructed as a multi-unit structure, such as to allow 
existing residents to comply with local housing standards on occupancy standards.  
 
Additional Considerations: 
 
When LTWH funds are used under this category for refinancing, the sub-recipient should 
maintain documentation showing that the rehabilitation was done with LTWH funds and that the 
borrower needed the refinancing in order to make the rehabilitation affordable. 
 
If the grantee or a sub-recipient makes a number of loans for rehabilitation, it will be important 
that appropriate steps be taken to manage its portfolio of loans.   
 
 
  



Rental Housing Programs 
 

 
LTWH funds may be used to create affordable rental housing opportunities for low- and 
moderate-income tenants.   
 
Eligible Activities: 
 
 LTWH may be used for: 
 

• Rental housing projects that may include the acquisition, rehabilitation or new 
construction of affordable rental housing.  (See acquisition, construction of housing and 
rehabilitation guidelines for specific parameters.) 

o Rental housing projects must follow rental housing guidelines as stipulated under 
Title II of the Cranston-Gonzalez National Affordable Housing Act. 

 
Additional Considerations for Rental Housing Projects: 
 
At least 51% of the households living in a completed rental housing project must be low-to 
moderate- income.  For example:   

1. If the project is a duplex, at least one unit must be rented to low/mod household, 
2. If the project consists of 10 units, at least 6 units must be rented to low/mod 

households. 
3. If the project consists of 200 units, at least 102 units must be rented to low/mod 

households. 
 
 Fair Market Rents: 
 
Whether a program is constructing a rental housing project or providing tenant-based rental 
assistance, Fair Market Rents (FMR) will determine the eligibility of the rental housing units for 
the LTWH program.  Participating households cannot rent units whose rents exceed the Fair 
Market Rents.  
 
Fair Market Rents are gross rent estimates.  They include the shelter rent plus the cost of all 
utilities, except telephones and cable.  HUD sets Fair Market Rents yearly, or more often as the 
marketplace deems appropriate.  DRD will provide updates to LTWH rental programs to ensure 
rents stay adherent to the FMR guidelines. 
 
On February 1, 2008, HUD established Fair Market Rates for FY 2008 for the Mississippi Gulf 
Coast.  They are: 
 

2008 Fair Market Rent Areas Number   of Bedrooms    
 0 1 2 3 4 

Gulfport-Biloxi, MS MSA $655 $695 $811 $1057 $1086 
Pascagoula, MS MSA $563 $643 $773 $1064 $1141 
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Revolving Loan Program 
 

LTWH funds may be used to establish a revolving loan fund which will provide short term, low 
interest financing for the construction of workforce housing. 
 
Eligible Activities: 
 
Revolving loan funds can be used for project expenses necessary to determine project feasibility, 
as well as project construction, including but not limited to: 
 

• Site control in the early stages of an eligible project; 
 

• Costs of an initial feasibility study; 
 

• Consulting fees; 
 

• Costs of preliminary financial applications; 
 

• Legal fees; 
 

• Architectural plans and specifications; 
 

• Engineering studies; 
 

• Engagement of a development team; 
 

• Title clearance; 
 

• Zoning approvals; 
 

• Site development activities; 
 

• Housing construction. 
 

Eligible Applicants: 
 
Revolving loan funds can be made available to non-profit and for-profit developers with proven 
workforce housing experience. 
 
Additional Considerations for Revolving Loan Funds: 
 
A revolving loan fund is intended to be self-sustaining and self replenishing.  Housing 
development organizations that receive a loan under this category shall repay the loan to the 
administrating entity from construction loan proceeds or other project income.   
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The repayment of loan funds is considered to be program income.  Program income will subject 
to all CDBG statutory and regulatory requirements for as long as it exists. 
 
The participating administrator may waive repayment of the loan, in part or in whole, if there are 
impediments to project development that the development organization determines are 
reasonably beyond their control.  MDA approval is required. 
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Technical Assistance 
 
LTWFH funds may be used to increase the capacity of public or nonprofit entities to carry out 
eligible neighborhood revitalization or economic development activities. 
 
Eligible Activities: Section 105(a)(19) 
 
In order to use the funds under this authority, the sub-recipient must determine, prior to 
providing the assistance, the eligibility of the activity for which capacity is to be built and that 
there is a reasonable expectation that a national objective can be met once the entity has received 
the technical assistance and undertakes the activity. It should be noted that, while building 
capacity of an entity under this authority provides an alternative to using the authority under the 
category of Planning and Capacity Building (and thus can help avoid a problem with exceeding 
the 20 percent cap), the program does not provide a presumption concerning national objective 
compliance. Thus, it is important that this be considered before charging costs under this 
category. Factors that should be considered in determining if a national objective can be met 
include the nature of the organization receiving the assistance, the type and eligibility of the 
activity to be carried out, the location of the activity, and the entity’s expected (or traditional) 
clientele. Based on a review of these factors, the sub-recipient should have a reasonable 
expectation that the activity to be undertaken by the entity would comply with a national 
objective before funding capacity building. 
 
The HCDA 
 
Section 106(d)(5) 
From the amounts received … for distribution in non-entitlement areas, the state may deduct an 
amount, not to exceed one percent of the amount so received, to provide technical assistance to 
local governments and nonprofit program recipients. 
 
Eligible Activities 
 
HUD has taken an expansive view of the one percent Technical Assistance Set-Aside provision; 
this provision is the most flexible of all the statutory provisions concerning technical assistance 
and capacity building, though in terms of the potential level of funding which can be used, it is 
the most limited. Sub-recipient’s may distribute the funds, and ensure provision of technical 
assistance in a variety of ways: 
 

• Using the funds to support state agency staff to provide the T.A., 
• Hiring a contractor to provide the T.A., 
• Granting the funds to sub-recipient for them to ‘purchase’ T.A., and 
• Granting the funds to a sub-recipient such as a regional planning organization or a 

community college to provide the T.A. 
 
HUD has issued a Notice, included as Appendix G, One Percent Technical Assistance Set-Aside, 
which describes a wide variety of activities that may be considered to constitute technical 
assistance to nonprofit and local government program participants. The technical assistance does 
not have to be directly related to State CDBG-funded activities.  
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Some actions and expenses that a sub-recipient undertakes in administering the CDBG program 
could be eligible as either “two percent” state administrative cost, or one percent technical 
assistance costs. Examples of these include presenting workshops on applying for or 
implementing CDBG-funded activities, or on-site technical assistance by state staff to grant sub-
recipients on improving some aspect of grant implementation. 
 
Ineligible Activities 
 
There are several categories of activities, which are ineligible for funding through the one 
percent Technical Assistance Set-Aside: 

• General administrative activities of the state, which are required aspects of their 
administration of the CDBG program, such as monitoring state grant sub-recipients, or 
developing the state’s Consolidated Plan or Analysis of Impediments to Fair Housing; 

• State grant sub-recipients’ general grant administrative costs, such as salaries for grant 
administrators; 

• Local administrative expenses not related to community development, such as providing 
guidance on computerizing county personnel records; 

• Training of sub-recipients staff to perform required administrative functions, such as 
training sub-recipient staff to conduct or review fiscal audits of local governments; and  

• Training designed exclusively for entities other than local government and nonprofit 
program participants, such as lead paint abatement certification training for contractors. 
(Training of this sort may qualify as eligible under one of the HCDA Section 105(a) 
eligibility categories.) 

 
Reference: HCDA Section 105(d)(5); Appendix G, One Percent Technical Assistance Set-Aside 
 
Additional Considerations 
 
The one percent Technical Assistance Set-Aside is not subject to either the 20 percent planning 
plus administrative costs cap or the $100,000 plus two percent state administrative costs cap. 
Activities funded under the one percent Technical Assistance Set-Aside do not have to meet a 
national objective. These funds represent the only situation in which a sub-recipient can directly 
carry out an activity using CDBG funds, if a sub-recipient elects to directly provide the technical 
assistance itself. A sub-recipient is required to include the proposed use of one percent technical 
assistance funds in its method-of-distribution that is contained in the state’s annual Consolidated 
Plan Action Plan. 
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