TITLE 25. DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT
NOTICE OF PROPOSED RULEMAKING FOR
THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

	NOTICE IS HEREBY GIVEN that the Department of Housing and Community Development (Department) proposes to formally amend regulations, which govern implementation of the State Community Development Block Grant Program (CDBG).  The existing regulations are codified in Title 25, Division 1, Chapter 7, Subchapter 2 (commencing with Section 7050) of the California Code of Regulations.

PUBLIC HEARING
	The Department has not scheduled a public hearing on this proposed action.  However, the Department will hold a hearing if it receives a written request for a public hearing from any interested person, or his or her authorized representative, no later than 15 days before the close of the written comment period.

WRITTEN COMMENT PERIOD
	Any interested person, or his or her authorized representative, may submit written comments relevant to the proposed regulatory action to the Department.  The written comment period begins January 22, 2016 and closes at 5:00pm on March 8, 2016.  The Department will only consider comments received during this timeframe.  Written comments can be sent in the following ways:

1. Electronic comments should be submitted using Survey Monkey process.  The Survey Monkey for this regulation change is accessed at: https://www.surveymonkeycom/r/CDBG-disaster-regs.  

2. Electronic comments may also be submitted via e-mail at CDBG@hcd.ca.gov.

3. For submittal of hard copies of written comments, please fax to (916) 263-3394 or send to the Department’s address:

Department of Housing and Community Development
Division of Financial Assistance
P.O. Box 952054
Sacramento, CA 94252-2054, 
Attention: Patrick Talbott, Planning and Evaluation.



AUTHORITY AND REFERENCE
The Department is conducting this rulemaking activity pursuant to the authority provided by Health and Safety Code Section 50406 and 24 CFR 570.489.  The proposed regulations implement, interpret and make specific amendments to Chapter 12 (commencing with Section 50825) Part 2 of Division 31 of the Health and Safety Code.

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW
Health and Safety Code 50407 establishes that the Department is responsible for coordinating federal-state relationships in housing and community development.  In conjunction with this responsibility, Health and Safety Code sections 50825-50834 direct the Department to allocate Federal Community Development Block Grant Program funds.  The State of California receives money from the U.S. Department of Housing and Urban Development to make grants to eligible cities and counties.  These regulations establish procedures for the award and disbursement of CDBG funds and establish policies and procedures for the use of these funds to meet the purposes contained in Title I of the Housing and Community Development Act of 1974 (the Act) as amended in 1981. These funds can be used for a variety of housing related activities, public infrastructure, public facility, public service, economic development and planning activities provided the State, and the cities and counties comply with a comprehensive set of requirements prescribed by the Federal government regulations in 24 CFR 570.

The purpose of the proposed changes are: to make technical corrections where needed; to add necessary language authorizing the Department to administer supplemental funds awards from HUD; to streamline award of funds received under a special allocation of disaster or emergency supplemental funding award; allow for a special NOFA from Department CDBG funds in response to one or more disasters in the state; amend text to make it easier for grantees with existing state CDBG contracts to amend those contracts and provide assistance to disaster impacted communities.  

The specific benefits anticipated from these proposed changes are to improve the efficiency and effectiveness of the State CDBG program.  Additionally, by simplifying the language used and streamlining the application scoring criteria, it should be easier for jurisdictions throughout the state to apply and compete for the CDBG funds.

The Department has determined that the proposed regulation changes are not inconsistent or incompatible with existing state regulations.  After conducting a review of the other regulations related to this area, the department has concluded that these are the only regulations concerning this program.  Therefore, pursuant to this evaluation, the Department has concluded that the proposed regulations are not inconsistent or incompatible with existing state regulations. The proposed changes are summarized as follows:



ARTICLE 2 – APPLICATION PROCESS


Section 7062.5. Special Allocation for Federal Disaster or Other Emergency Supplemental Assistance

The Department is incorporating new language into this section.  All the existing language was repealed in 2002, so currently there is no language in this section of the regulations.  

New language provided to this section includes:

1. Changing the title to clarify the subject matter of this subsection;
2. Incorporating language referencing the federal authority to allow the Department to administer federal disaster or emergency supplemental assistance; 
3. Incorporating language in the State’s regulations to allow waivers to application criteria when it is consistent with state statute and HUD requirements;
4. Adding the applicable Authority and Reference language in Section 7065.5 which allows for release of a special NOFA to expedite award of any special allocation of federal funds.


Section 7065. Special Grant Amendments for Disasters.

The Department is amending the existing language in this section of the regulations.  

Amended language in this section includes:

1. Changing the title to clarify the subject matter of this subsection;
2. Adding language to allow federal disaster declarations to qualify a grantee to request the Department amend an existing grant contract;
3. Clarifying that a grant agreement must be active in order for it to be amended;
4. Clarifying that an amended activity can mitigate impacts of a disaster rather than be required to alleviate health and safety issues;
5. Clarify that a grant contract can have an amended or replacement project or activity, not just a replacement activity;
6. Remove language regarding the requirements of Urgent Need national objective (e.g. amendment must be within 18 months of declared disaster and documentation that no other sources of funds are available for the activity);
7. Add language describing the Department’s review and approval process for requested amendments;
8. Remove federal entitlement regulatory citation from Authority and Reference section;  
9. Modify federal non-entitlement regulatory citation in Authority and Reference section to not specify Urgent Need national objective.

Section 7065.5. Special Disaster Assistance or Emergency Supplemental Assistance NOFAs.

The Department is incorporating new language into this section.  All the existing language was repealed in 2014, so currently there is no language in this section of the regulations.  

New language provided to this section includes:

1. Changing the title to clarify the subject matter of this subsection;
2. Incorporating language to allow for special NOFAs when the Department receives a special allocation of funds from HUD;
3. Incorporating language to allow for a special disaster related NOFA when the Department has existing CDBG funding available; 
4. Incorporating specific eligibility criteria language that applicants must meet prior to applying for funding under a special NOFA;
5. Incorporating language that allows for different methods of distribution under a special NOFA; 
6. Incorporating language that stipulates what state requirements can be waived for expediting funding awards;
7. Add the applicable state statute reference to Authority and Reference language which allows waiving of certain statutes;
8. Add applicable federal regulation reference to Authority and Reference language regarding requirements of meeting a national objective.


MANDATED BY FEDERAL LAW OR REGULATIONS

The Department is conducting this rulemaking amendment pursuant to the authority provided by Health and Safety Code 50407 in conjunction Health and Safety Code sections 50825-50834 directing the Department to administer Federal Community Development Block Grant Program funds which the State of California receives from the U.S. Department of Housing and Urban Development to make grants to eligible cities and counties.  These funds can be used for a variety of housing related, public infrastructure, public facility, public services, and economic development activities.  The Department provides CDBG funds to eligible cities and counties and assists them in complying with a comprehensive set of requirements previously adopted by the Federal government regulations in 24 CFR 570.


OTHER STATUTORY REQUIREMENTS

The Department has determined that there are no other requirements identified in the Notice that are specific to the Department or the CDBG regulations already identified.


LOCAL MANDATE

The Department has determined that these regulations do not impose a mandate on local agencies or school districts.  Eligibility for the program is limited to entities who are cities and counties and who demonstrate willingness and capacity to develop and administer CDBG program and project activities.  In all cases, participation in the program is voluntary. 


FISCAL IMPACT

The Department has determined that as a result from the proposed action there will be no savings or increased costs to any State agency, no reimbursable costs or savings under Part 7 (commencing with Section 17500) of Division 4 of the Government Code to local agencies or school districts, no nondiscretionary costs or savings to local agencies or school districts, and no costs or savings in federal funding to the State. 


EFFECT ON HOUSING COSTS

The Department has determined that the proposed action has no significant impact on housing costs in California.


INITIAL DETERMINATION OF STATEWIDE ADVERSE ECONOMIC IMPACT DIRECTLY AFFECTING BUSINESS

The Department has made an initial determination that the proposed regulatory amendment action will not have a significant statewide adverse economic impact directly affecting businesses, including the ability of California businesses to compete with businesses in other states.


RESULTS OF THE ECONOMIC IMPACT ASSESSMENT

Because participation in the CDBG program is voluntary, the Department has determined that the regulations will not affect creation or elimination of jobs in California; the creation of new businesses or the elimination of existing businesses within California; or the expansion of businesses currently operating in California.  It will not have a significant statewide impact on health and welfare of California residents, worker safety, or the state’s environment.  

[bookmark: _GoBack]Use of the proposed regulation language allows CDBG funding pay for mitigation efforts after future disasters.  As such they will provide some economic benefit to specific areas of the state that are suffering from disaster events.  Regulations allow these funds to be used for stabilizing communities, eliminating public safety hazards and providing basic health and safety services after a disaster event.


COST IMPACTS ON REPRESENTATIVE PERSONS OR BUSINESS  

The Department is not aware of any cost impacts that a representative private person or business would necessarily incur in reasonable compliance with the proposed action.  While private businesses (including nonprofits) and individuals are eligible to receive program funds under the program, participation is voluntary.


BUSINESS REPORT

The Department has determined that the proposed action does not require any additional reporting, recordkeeping and other compliance requirements that apply to businesses.


EFFECT ON SMALL BUSINESS

The Department has determined that the proposed action has no impacts on small business because participation in the CDBG Program is voluntary.


ALTERNATIVES STATEMENT 

The Department must determine that no reasonable alternative it considered or that has otherwise been identified and brought to its attention would be more effective in carrying out the purpose for which the action is proposed, would be as effective and less burdensome to affected private persons than the proposed action, or would be more cost effective to affective private person and equally effective in implementing the statutory policy or other provision of law.  

The Department has discussed alternative it considered, and why it chose the proposed revisions it selected, in its Initial Statement of Reasons.  The Department invites public comment on alternatives to the regulations.   


AVAILABILITY OF TEXT OF PROPOSED REGULATIONS AND STATEMENT OF REASONS

The text of the proposed regulations, the Initial Statement of Reasons (which provides the reasons for the proposals), and the Notice of Public Rulemaking, all prepared by the Department, are available on the Department’s website at http://www.hcd.ca.gov/financial-assistance/community-development-block-grant-program/about.html .  

All information the Department is considering as a basis for this proposal is maintained in a rulemaking file, which is available for inspection at the address noted below at the end of this document.  Copies can be obtained by contacting Patrick Talbott at the address and telephone number noted at the end of this document.


AVAILABILITY OF CHANGED OR MODIFIED TEXT

Following the written comment period, the Department may adopt the proposed regulations substantially as described in this notice.  If the Department makes modifications, which are sufficiently related to the originally proposed text, it will make the modified text available with changes clearly indicated.  With the exception of technical and grammatical changes, the full text of any modified proposal will be available for 15 days prior to its adoption from the person designated in this notice as contact person and will be mailed to those persons who submit written or oral testimony related to this proposal or who have requested notification of any changes.  The Department will accept written comments on the modified regulation for 15 days after the date on which they are made available.


AVAILABILITY OF RULEMAKING DOCUMENTS

All of the information upon which the proposed regulations are based is contained in the rulemaking file, which is available for public review, by contacting Patrick Talbott at the address and telephone number at the end of this document.


AVAILABILITY OF FINAL STATEMENT OF REASONS

At the conclusion of this rulemaking, a Final Statement of Reasons will be prepared as required by Government Code section 11346.9.  This document will be available from the contact person named below.


INTERNET ACCESS

Copies of the Notice of Proposed Rulemaking, the Initial Statement of Reasons, the text of the regulations, changed or modified text, and Final Statement of Reasons may be accessed through our website at: http://www.hcd.ca.gov/financial-assistance/community-development-block-grant-program/about.html .  



CONTACT PERSON

HCD Staff:				Patrick Talbott, 
					Planning and Evaluation Section
					(916) 263-2297
					Patrick.talbott@hcd.ca.gov

HCD Manager:			Benjamin Dudek, 
Planning and Evaluation Section
					(916) 263-5881
					benjamin.dudek@hcd.ca.gov

HCD ADDRESS:	Department of Housing and Community Development
	P.O. Box 95254
	Sacramento, CA 94252-2054


HCD WEBSITE:	http://www.hcd.ca.gov/financial-assistance/community-development-block-grant-program/about.html .  
	Copies of the Notice of Proposed Rulemaking, the text of the Proposed Regulations, and the Initial Statement of Reasons may be accessed through our website above.

HCD FAX LINE:	(916) 263-3394

The Department invites interested persons to present statements or arguments with respect to alternatives to the proposed regulations during the written comment period.  Inquiries concerning the substance of the proposed rulemaking action, as well as requests for the documents noted should be directed to:


Department of Housing and Community Development
2020 West El Camino, Suite 650
Sacramento, CA 95833
Telephone: 	(916) 263-2297

Patrick Talbott, Planning and Evaluation Staff
Email: Patrick.Talbott@hcd.ca.gov
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