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CDBG Management Memo #25-02

Date: June 1, 2025
To: Community Development Block Grant (CDBG) and CDBG-CV Grantees
Subject: CDBG & CDBG-CV Program Monitoring Report for 2023 and 2024

Purpose

The purpose of this memo is to inform CDBG and CDBG-CV Grantees about the
monitoring findings and concerns issued during 2023 and 2024 calendar years. The
Department of Housing and Community Development (Department) hopes that by
informing grantees of the common issues that occurred in the prior years’ monitoring,
Grantees will be better prepared for future monitoring visits.

Background Requirements

The U.S. Department of Housing and Urban Development’s (HUD) has performance
review requirements for CDBG grant awards for funds administered by the Department,
contained in 24 C.F.R. Part 570. Specifically, 24 C.F.R. 570.900(b)(3) states, “in
conducting performance reviews, HUD will primarily rely on information obtained from
the recipient's (the Department) performance report, records maintained, findings from
monitoring, grantee and subrecipient audits, audits and surveys conducted by the HUD
Inspector General...”

HUD relies on the Department to conduct monitoring of Grantees to ensure compliance
that federal funding is being used responsibility and appropriately, following all
requirements set forth by the Department and/or HUD.


http://www.hcd.ca.gov/
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Program Monitoring Statistics

This section will show a breakdown, by federal grant program, the total monitoring visits
conducted by the Department during calendar years 2023 and 2024 (in-person,
remotely, or hybrid), along with the monitoring topics.

CDBG Program

The CDBG Program monitoring took place either in-person, remotely, or hybrid
(combination of in-person and remote) during 2023 and 2024 calendar years. The
CDBG Program is working towards using the eCivis Grants Management Network
Monitoring Module, as the CDBG-CV Program has successfully done.

The CDBG Program monitored 4 Grantees during the 2023 calendar year (3 in-person
and 1 remotely) and 3 Grantees hybrid during the 2024 calendar year. CDBG
Monitoring covered a combination of the following topics:

B Financial Management
B Procurement

B Environmental Review
|

Section 3 (if applicable)

CDBG-CV Program

All CDBG-CV Program monitoring process took place remotely, often using the eCivis
Grants Management Network Monitoring Module. This allowed the Grantee to upload
supporting documentation, when required, to the assigned Grant Administrator
conducting the monitoring.

The CDBG-CV Program monitored a total of 36 Grantees during the 2023 calendar year
and 26 Grantees during the 2024 calendar year, with approximately 21 awards pending
monitoring at year end closing. It was found that of the total monitored, 47 of those
Grantees were not issued findings and/or concerns by CDBG-CV monitoring staff. The
CDBG-CV Program Monitoring covered all or a combination of the following topics:

B Threshold Review

B Environmental Review
B Duplication of Benefits
]

National Objective Completion
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m  Cost Eligibility
m  Section 3 (if applicable)
® David Bacon/Labor Standards (if applicable)

B Economic Development Manual (Appendix H, if applicable)

Summary of Monitoring Findings and Concerns

This section will show a breakdown, by federal grant program, of all the findings and
concerns issued by the Department over the last two calendar years. Some of the
issued findings and concerns listed below were the same across both years and issued
to more than one monitored Grantee. Additionally, the Department has provided a list,
by monitoring topic, of all issued findings and concerns, which may/may not include the
corresponding federal citation found in the Department’s Monitoring Checklists.

CDBG Findings

The CDBG Program issued 25 findings in 2023 and 9 findings in 2024 to monitored
Grantees. All findings issued in 2023 were related to financial management. The
findings issued during 2023 and 2024 monitoring years are as follows:

Financial Management

1. Grantee's accounting records do not identify the CDBG award received and
expended by specifying, as applicable, the Catalog of Federal Domestic
Assistance (CFDA) title and number, HCD Standard Agreement number, and
HCD as the awarding agency (2 C.F.R. 200.302(b)(1), 2 C.F.R. 200.302(b)(3),
24 C.F.R. 570.502(a), and 24 C.F.R. 576.500(u)).

2. Grantee’s accounting records do not contain information on HCD grant awards,
authorizations, obligations, unobligated balances, assets, expenditures, program
income, and interest earned (2 C.F.R. 200.302(b)(3)).

3. Grantee’s financial management system does not provide for comparison of
expenditures with budget amounts for the CDBG award (per 2 C.F.R.
200.302(b)(5) and 24 C.F.R. 570.502(a)).

4. Grantee did not enter in its accounting records an encumbrance/obligation when
a CDBG contract was executed (per 2 C.F.R. 200.302(b)(3), 24 C.F.R.
570.502(a), and 24 C.F.R. 576.500(u)).

5. Grantee does not identify expenditures in its accounting records according to
eligible activity classifications specified in the federal statute, regulations, or
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Standard Agreement that clearly identify the use of program funds for eligible
activities (per 2 C.F.R. 200.302(b)(3), 24 C.F.R. 570.502(a), and 24 C.F.R.
576.500(u)).

6. Information on obligations, expenditures, and program income submitted to HCD
in the Annual Report does reconcile with the Grantee’s accounting records for
the time period reviewed (per 2 C.F.R. 200.302(b)(2) and 24 C.F.R. 570.502(a)).

7. Grantee does not maintain adequate control over all funds, property, and other
assets to ensure they are used solely for authorized purposes (per 2 C.F.R.
200.302(b)(4), and 24 C.F.R. 570.502(a)).

8. Grantee has not performed a self-assessment of its internal control system (per
2 C.F.R. 200.303(a), and 24 C.F.R. 570.502(a)).

9. Grantee did not demonstrate reasonable measures to safeguard protected
personally identifiable information (per 2 C.F.R. 200.303(e), 24 C.F.R.
570.502(a), and 24 C.F.R. 576.500(x)).

10.Review of program expenditures show that an improper payment was made by
the Grantee and took appropriate corrective actions (per 2 C.F.R. 200.302(b)(4),
2 C.F.R. 200.303(d), and 24 C.F.R. 570.502(a)).

11.Grantee has not established revenue accounts in its accounting records to record
program income (per 2 C.F.R. 200.302(b)(3), CDBG: 24 C.F.R. 570.504(a) and
24 C.F.R. 576.500(u)).

12.Grantee does not have a system for tracking program income generated by
subrecipients (per 2 C.F.R. 200.302(b)(4), and 24 C.F.R. 570.504(a)).

13. Grantee does not comply with the requirements governing the reporting on
receipt and use of Program Income (per 2 C.F.R. 200.302(b)(2), 24 C.F.R.
570.504(a), and 24 C.F.R. 576.500(aa)).

o On several grantee monitoring reports, it was noted by the Department
monitoring staff that CDBG Program Income was not in its own interest-
bearing account, as required.

14.1t was undetermined if Grantee charged the HCD grant only allowable costs
(except as described in §200.461, Publication and printing costs) incurred during
the period of performance and authorized pre-award costs (per 2 C.F.R. 200.309
and 24 C.F.R. 570.200(a)).

15. Grantee does not maintain adequate source documentation for some funds
requests (per 24 C.F.R. 578.103(a)(16)).

16.Ineligible expenses under a CDBG Code Enforcement Activity (per Grants
Management Chapter 2 (2.5.2, Eligible Activities) and 24 C.F.R. 570.202(c)).
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Procurement

1. Policies and procedures missing key components of procurement requirements
(per 2 C.F.R. 200.318(b, d, h, k); 2 C.F.R. 200.319(c), 2 C.F.R. 200.320(b,
b(1)(ii)(D), and c (5)); 2 C.F.R. 200.321-323, 324(a), 326, and 327).

2. Executed contracts missing required contract provisions (per 2 C.F.R. 200,
Appendix Il; 2 C.F.R. 200.321-323, and 338; 24 C.F.R. Parts 6, 42, 75, and 87;
24 C.F.R. 570.490(b-d) and 606; 29 C.F.R. Part 5; 37 C.F.R. Part 401; 45
C.F.R. 75.331; 41 U.S.C. 8102; HUD Handbook 1344.1; Architectural Barriers
Act of 1968 (42 U.S.C. 4151-4157); Section 504 of the Rehabilitation Act of
1973 (29 U.S.C. 794) and implementing regulations at 24 C.F.R. part 8;
California Government Code §§ 12650-12656; State of California Labor
Code: Section 3700 and Codes §1810 and §1811;California Public Contract
Code: Division 2, Part 1(Chapter 7, Clause 7110) and Part 3 (Chapter 3.5);
Rehabilitation Act of 1974; Energy Policy and Conservation Act (Public Law
94-163); Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d-4)
(Nondiscrimination in Federally Assisted Programs) and implementing
regulations issued at 24 C.F.R. part 1; Title VIl of the Civil Rights Act of
1968, 42 U.S.C. 3600-20 (Fair Housing Act) and implementing regulations
issued at subchapter A of title 24 of the Code of Federal Regulations;
Executive Orders 12549,12689, 11063 and implementing regulations at 24
C.F.R. part 107; and Age Discrimination Act of 1975 and implementing
regulations at 24 C.F.R. part 146).

3. No independent cost estimate, cost analysis, or price analysis was completed
prior to receiving bids (per 2 C.F.R. 200.324(a)).

4. Grantee did not provide documentation reflecting contractor selection or rejection
(per 2 C.F.R. §200.320(b)(1)(ii)(E)).

Section 3

1. Section 3 requirements were not in compliance (per 24 C.F.R. part 75).

CDBG Concerns

The CDBG Program issued 12 concerns in 2023 and 7 concerns in 2024 to monitored
Grantees. The concerns issued during 2023 and 2024 monitoring years are as follows:

Environmental Review

1. Monitoring staff were unable to accurately determine if grant funding had been
spent prior to the Authority to Use Grant Funds (AUGF) being signed.

2. Grantee should complete an Environmental Review for General Administration
(GA) activities.
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o The Grantee(s) did not perform an environmental review for GA activities
for the CDBG award, as it was not required by HCD at the time of
application for the CDBG award. However, for record purposed, had the
Grantee(s) complete one.

3. Grantee should retain all Environmental Review documentation from each fund
agency.

Financial Management

1. Grantee takes some reasonable measures to safeguard protected personally
identifiable information (PIl) and other information that HUD or HCD designates
as sensitive, or the recipient considers sensitive, consistent with applicable
Federal, state, local, and tribal laws regarding privacy and obligations of
confidentiality.

2. HCD policy requires grantees to retain all records until notified by HCD that HUD
has closed out the applicable grant year plus three years.

3. The determination of improper payments for program expenditures was
inconclusive.

4. No policy in place for account reconciliation.

5. Backup documentation for reimbursement requests should include more detail on
the goods or services being reimbursed.

6. Expenses and reimbursements for specific activities should identify full contract
numbers and project names.

7. Grantee should have an adequate system in place to identify persons involved in
potential incidents related to PII.

o For example, a sign-in sheet.

8. A single CDBG Program Income account should be established to deposit and
withdraw all CDBG Program Income.

o The account should be labeled as “CDBG Program Income” and be
interest-bearing.

9. While Grantee Scope of Work indicates that the primary focus will be on health
and safety issues in buildings, submitted reporting indicate that the majority of
CDBG-funded code enforcement activity involved “homeless encampments and
abandoned vehicles.” HUD Notice CPD-14-016 emphasizes the importance of
CDBG-funded Code Enforcement programs to focus on “health and safety issues
in buildings.”
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10. Grantee violated the payment terms of its agreement with (Subrecipient).

Grantee should put practices in place to ensure compliance with its subrecipient
agreements. This may include updating policies and procedures and improving
financial management practices.

Procurement

Insufficient contractor insurance.

Policies and procedures missing contractor performance oversight.

Missing the sole source approval letter from HCD granting the Grantee the
approval to use General Administration Consultant.

The Grantee did not maintain sufficient records, detailing the history and
methods of procurement.

The Grantee’s solicitation lists in the project file did not include information on
MBW/WBE specific businesses, that an adequate number of these potential
businesses were solicited, distributed those businesses listed on the state
Supplier Clearinghouse, and advertised in non-English media.

For contracts or subcontracts exceeding the simplified acquisition threshold,
there was not a bonding policy or a bid guarantee for 5% of the bid price from
each bidder.

CDBG-CV Findings

The CDBG-CV Program issued 23 findings to monitored Grantees during the last two
calendar years. The findings issued during 2023 and 2024 monitoring years are as
follows:

Cost Eligibility/Financial Management

1.

Double billing of assistance checks to HCD for reimbursement (per 2 C.F.R. Part
200).

Davis-Bacon/Labor Standards

1.

2.

Grantee did not provide evidence to show that all appropriate notifications were
posted at the construction site.

Davis-Bacon Labor Standards notification compliance posting not provided in an
easy to access spot at the construction site.

Project files did not contain payroll or interview records with subcontractor staff to
confirm compliance with Davis-Bacon.

Non-compliance with Davis-Bacon Labor Standards (per Handbook 1344.1REV-
2, Paragraph 1-5(B)(1)).
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o Monitored grantee(s) did not provide files to show compliance with Davis-
Bacon Labor Standards, including payroll and interview records.

o No reference to Davis-Bacon and grantee(s) did not follow steps to meet
wage rates and bulletin board postings.

5. Monitored grantee(s) did not have staff designated for labor standards
administration and enforcement, or qualified labor standards consultant to assist
(per Handbook 1344.1REV-2, Paragraph 1-5(B)(1)).

6. No federal labor standards provisions incorporated into procurement procedures
(per Handbook 1344.1REV-2, Paragraph 1-5(B)(1)).

a. Missing bid, contract, or proof of evidence provided.

7. Assigned wage decision and HUD-4010, “Federal Labor Standards Provisions,”
was not incorporated into each bid specification and/or contract (per Handbook
1344.1REV-2, Paragraph 1-5(B)(1)).

Duplication of Benefits (DOB)

1. Non-compliance with DOB Requirements (per Stafford Act, Section 312, and
CDBG-CV Register Notice).
o Bené€ficiary files sampled during the desktop review indicated non-
compliance with DOB policy requirements and beneficiaries did not certify
they did not receive duplicative assistance.

Environmental Review

1. Inaccurate level of review for Activity scope of work (per 24 C.F.R. 58.35 & 24
C.F.R. 58.22)

National Objective

1. National Objective Verification (per 24 C.F.R. 570.483).
o Missing documentation to verify payroll records, especially when the
National Objective was LMJ.
o No follow-up documentation to show that employee/position income
documentation to confirm the National Objective was met.
2. Eligibility of Assistance (per 24 C.F.R. 570.207(b)(4)).
o Beneficiaries assisted exceeded the maximum period of up to 3
consecutive months (100 days)
3. Non-compliance with maximum period of assistance (per 24 C.F.R. 570.483).
o Payment made outside of the 100-consecutive day regulatory window for
subsistence programs.
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CDBG-CV Concerns

The CDBG-CV Program issued a total of 6 concerns to monitored Grantees over the
last two calendar years. The concerns issued during 2023 and 2024 monitoring years
are as follows:

Cost Eligibility/ Financial Management

1. Program guidelines did not consistency followed for all beneficiary concerns of
inequity of assistance.
2. Record keeping & beneficiary file maintenance.
o During the monitoring(s), it was found that the monitored grantee(s) were
not tracking by applicant, as required.

Duplication of Benefits (DOB)

1. Incomplete beneficiary files (per Stafford Act, Section 312, and CDBG-CV
Federal Register Notice)

o Monitored grantee(s) files only included the completed application and/or
were missing supporting documentation for each beneficiary file (example:
utility bills showing balance due, associated check provided to the service
provider on behalf of beneficiary).

o Each beneficiary should have a full and complete file from application
through assistance provided and application closed.

o In some cases, there was a missing signature on DOB form.

2. DOB Policy (per Stafford Act, Section 312, and CDBG-CV Federal Register
Notice)

o Monitored grantee(s) need to elaborate on program intake process and
DOB procedures to prevent duplicative services.

o In some cases, there was a missing signature on DOB form.

Threshold Review

1. Subsistence program guidelines not in compliance with CDBG-CV funding
requirements.

Monitoring Clearance

As of the date of this writing, none of the monitored Grantees under either program are
in a repayment situation with the Department. All issued CDBG-CV contract monitoring
findings have been resolved, as it was a requirement to clear all issued findings prior to
contract closeout. Of the 7 Grantees that were monitored by the CDBG Program, there
are still 3 Grantees with outstanding findings. The Monitoring categories with
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outstanding findings include Financial Management (13), Procurement (6), and Section
3 (1). Many of the outstanding findings issued did involve creating and/or updating
policies and procedures. The creation and/or updates have taken time for some to
complete, due to staffing and other factors. Also, many of the clearances under
Financial Management do involve significant changes to accounting records, to ensure
proper funding controls, as outlined in 2 C.F.R. 200. Systems changes take time to
implement, even with full staff. The goal of the Department is to not only help the
Grantee clear the finding(s), but to ensure the Grantee has achieved compliance for
future success within the CDBG Program. Department staff have been working with
Grantees to provide technical assistance to get these findings cleared. Until outstanding
findings are cleared, Grantees are unable to apply for new CDBG funding.

Upcoming Monitoring & Opportunities

As a result of the monitoring conducted, the CDBG Program has been working to
improve internal processes and determine training deficiencies. The CDBG Program
has been consistently making updates to the Grants Management Manual, noticing
Grantees during Office Hours of those updates. The Department has been working to
direct Grantees to this resource so that they too can continue to gain knowledge and
expertise of the CDBG Program.

At the time of this writing, risk assessments have been completed by the Department,
and a 2025 monitoring schedule is in development. For the upcoming year, the
Department will be conducting activity- specific monitoring and will focus Grantee level
financial management monitoring on proper Program Income (Pl) management, offering
technical assistance as needed.

Questions

If you have general process questions, please contact your Grant Administrator or HCD
Representative.

If you have specific questions about the information in this Management Memo, or any
other questions regarding the CDBG Program, please contact Felicity Gasser at
felicity.gasser@hcd.ca.gov or 916-820-1187.
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