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CHAPTER 1.  ADOH AND THE STATE CDBG PROGRAM 

The Arizona Department of Housing (ADOH) is the state agency in Arizona responsible to the U.S. 
Department of Housing and Urban Development (HUD) for administering the small cities Community 
Development Block Grant (CDBG) Program in Arizona.  The Community Development and 
Revitalization division within ADOH performs daily administrative oversight of the CDBG Program.  
 
State CDBG Program (HUD 24 CFR Part 570) 

The basis for the State of Arizona CDBG Program comes from HUD 24 CFR Part 570.  Refer to 
www.hud.gov or http://www.access.gpo.gov/nara/cfr/waisidx_07/24cfr570_07.html for full text. 
 
Community Development and Revitalization/CDBG Contact Person 

The ADOH CDBG Program assigns a Community Revitalization Program Specialist staff person to 
each community or county unit of general local government (UGLG) receiving CDBG funds.  Once a 
Funding Agreement (contract) is entered into, the Program Specialist assigned to the UGLG will be 
responsible for providing any necessary or requested technical assistance and general project oversight.  
Program Specialists will also monitor the UGLGs for program compliance. 
 
All communications related to each Funding Agreement should occur through the assigned Program 
Specialist.  However, ADOH CDBG staff members work as a team, and if the assigned Program 
Specialist is not available at the time that assistance is needed, any other Program Specialist can be 
called upon for assistance.  
 
With the application process complete, it is time to finalize the official Scope of Work and execute a 
Funding Agreement with ADOH.  The Funding Agreement execution process is outlined below. 
 
Steps in the Funding Agreement Process 

• Threshold Review 

ADOH will review each application in accordance with Sections 2 and 3 of the CDBG 
Application Handbook for eligibility and threshold requirements.  Additionally, applications 
for State Special Project (SSP) and Colonias Set Aside (Colonias) are competitively scored 
according to the criteria outlined in the Notice of Funding Availability announcing the SSP or 
Colonias application round.  
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• Pre-Funding Assessment Letter  

Regional Account Applications 

If a Regional Account (RA) application is found to have deficiencies, ADOH will inform the 
UGLG of such in a pre-funding Application Deficiency Letter.  The applicant will have thirty 
(30) days to correct deficiencies.  If deficiencies are not corrected in thirty (30) days, the 
application will receive no further consideration for funding.  The allotted funding for the 
denied application will be returned to the SSP Account for future award in a competitive 
application round.  

 
Competitive SSP or Colonias Applications 

Applications for SSP or Colonias funding rounds are competitive and therefore no application 
deficiency corrective period is provided.  SSP or Colonias applications that are found to have 
completeness or threshold deficiencies will not be given further consideration for funding.  

 
Once an SSP or Colonias application is determined to meet all required eligibility and threshold 
criteria it will be eligible for scoring.  Projects will be selected for funding through a competitive 
process in which applications are scored by a rating and ranking system that includes project 
need; per capita benefit; effectiveness; cost reasonableness; project readiness; leveraged funds; 
past performance; capacity and potential for direct/indirect benefits stemming from the project.  
The highest scoring applications will be awarded until the particular funding is exhausted.  

 
• Funding Award Letter 

Regional Accounts 

Once a Regional Account application is determined to meet the requirements of Sections 2 and 3 
of the CDBG Application Handbook the UGLG’s Chief Elected Official (CEO) is notified in 
writing with a Funding Award Letter of the grant award with a copy to the CDBG Program 
Specialist.  The Funding Award Letter will detail any contingencies that must be satisfied prior 
to the issuance of Funding Agreements for execution.  These contingencies may include but are 
not limited to the following:  

o completion of the ERR;  

o bringing other Funding Agreements into compliance; or  

o securing additional funding.  
 
The UGLG will have thirty (30) days to accept the award and submit any contingencies outlined 
in the Award Letter.  In all cases Funding Agreements will not be entered into until 
Environmental Reviews (as applicable) are completed for each proposed project.  UGLGs will 
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have one hundred-twenty (120) days to complete an Environmental Review after which the 
Funding Award Letter will be rescinded and the application will receive no further 
consideration.  The allotted funding for the denied application will be returned to the SSP 
Account for future award in a competitive application round. 

 
SSP Account and Colonias Set Aside 

After determining the ranking of SSP or Colonias competitive applications, the UGLG’s Chief 
Elected Official (CEO) for the applications selected for award are notified in writing with a 
Funding Award Letter with a copy of the letter also provided to the CDBG Program Specialist.  
The Funding Award Letter will contain contingencies that must be satisfied prior to ADOH 
entering into a Funding Agreement with the UGLG.  The UGLG will have thirty (30) days to 
accept the award and submit the contingencies outlined in the Award Letter. 

 
• Funding Agreement (Contract) Execution  

After the award is accepted and all contingencies are satisfied, ADOH prepares two (2) original 
Funding Agreements for signature.  The format and content of the Funding Agreement has 
been approved by the Attorney General’s Office and must not be altered by the UGLG.  The 
Funding Agreement is entered into between the UGLG and ADOH and forms the basis for the 
use of CDBG funds by the UGLG.  The Funding Agreement incorporates the application, 
Resolutions and Certifications submitted with the application; the Consolidated Plan (Con Plan) 
and updates to the Con Plan thru the annual Action Plan; handbooks; and any other program 
requirements.  The main components of the Funding Agreement are the Scope of Work; 
Performance Report / Schedule of Completion; Budget; Request for Payment; and the 
Certification and Other Requirements Relating to Title I Assistance.  

 
The Funding Agreement is assigned an ADOH Funding Agreement number (e.g. 102-13).  The 
ADOH number becomes the identification number for all contacts between ADOH and the 
UGLG.  The numbers before the dash signify the Funding Agreement number.  The numbers 
after the dash (e.g. thirteen (13)), signifies the State Fiscal Year in which the Funding Agreement 
was generated.  As a general rule, if there is a thirteen (13) after the Funding Agreement, these 
are federal FY2012 CDBG funds. 

 
The two (2) original Funding Agreements, along with the F-1, F-2, CD-1 and GAO-618, are then 
mailed to the UGLG for signature.  All signed documents must be returned to ADOH within 
thirty (30) days.  The UGLG’s legal counsel must review and approve the Funding Agreement 
as to form.  It is then signed by the UGLG’s Chief Executive Officer unless another person is 
authorized to sign grant documents as stated in the Resolution Authorizing Submission of 
an Application. 
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Once returned to ADOH, the Funding Agreements are signed by the director of ADOH (or a 
designated representative).  The Funding Agreement becomes effective on the date it is signed 
by the ADOH official or on a previously negotiated date, if applicable. 
 
A fully executed original will be return mailed to the UGLG. 
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CHAPTER 2.  FILE AND RECORDKEEPING REQUIREMENTS 

Introduction 

The file and record keeping requirements for ADOH are based on HUD requirements and are intended 
to: 

• ensure compliance with HUD requirements; 

• facilitate record review during monitoring visits and audits; 

• facilitate program continuity if there should be a change in staff in the community; and 

• establish consistency so all UGLGs maintain records in a uniform manner. 

The basic philosophies behind ADOH Funding Agreement files and general record keeping 
requirements are: 

• document federally funded activities and compliance with federal regulations; 

• program transparency regarding the use of public funds; and  

• document the benefit provided through the investment of federal funds. 
 
Funding Agreement (Contract) Files 

All recipient UGLGs must establish separate files for EACH CDBG Funding Agreement.  Although 
UGLGs may determine the physical form of each file, all files must be clearly marked to indicate the 
specific Funding Agreement number, project name and section (e.g. Civil Rights, Environmental 
Review, etc.).  File monitoring forms for CDBG Administration are in this Handbook.  ADOH strongly 
suggests recipient UGLG’s set up their files according to the established order on the monitoring forms.  
Each Funding Agreement must have the following files: 

• Application, Funding Agreement, and Closeout File 

• Correspondence File 

• Financial Management and Audits File 

• Environmental Review Record (ERR) File 

• Quarterly Performance Reports File (ADOH may require more frequent submissions at their 
discretion) 

 
The following files are required based on the specific activities conducted by the UGLG: 
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• Procurement and Agreements File (a separate file for each such agreement for professional 
services or material/equipment) 

• Construction Contract File (one (1) for each prime contractor) 

• Labor Standards File (one (1) for each prime contractor with separate files for each 
subcontractor) 

• Acquisition/Relocation Files (one (1) general file to describe the program guidelines and 
individual files for each parcel of property to be acquired and family to be relocated) 

• Housing Rehabilitation Files: 

o One (1) general file to describe the program guidelines 

o Individual files for each beneficiary household 

• Centers/Facilities 

• Sub-recipients 

• Section 3 (contract specific) 

• Job Creation/Retention 

• Status Reports (for non-profit and public service-oriented projects) 
 
Other Files 

The following files must also be maintained and kept separate from the Funding Agreement files. 

• 504/ADA 

• Affirmatively Furthering Fair Housing (AFFH) (by calendar year) 

• Civil Rights/EEO File 

• Limited English Proficiency (LEP) 

• Section 3 (non-contract specific: by federal fiscal year to include qualified S-3 businesses, 
residents, complaints, etc.) 

• Public Participation 

• Housing Rehab Applicants (if conducting a Rehab program) 

• Grievance 
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Records Accessibility 

Agency:  ADOH, HUD and the Comptroller General and their duly authorized representatives shall 
have access to any pertinent books, documents, papers and records of the UGLGs and their recipients 
(contractors and subcontractors) to make audits, examinations, excerpts and transcripts. 
 
Public:  CDBG Funding Agreement records are considered open to the public.  Exceptions include 
records that contain personal information about private citizens, such as family size and income 
relating to housing rehabilitation; projects subject to special confidentiality requirements (e.g. domestic 
violence shelters); and profit/loss information relating to a CDBG loan program.  Personal identifiers 
(names, social security numbers, etc.) should be kept confidential and filed separate from other 
documents.  If a party wishes to review these records, a written Freedom of Information Act (FOIA) 
request should be forwarded to HUD.  HUD will then request the records from the UGLG and release 
them as HUD records with identifiers deleted.  
 
In all instances, UGLGs should consult with legal counsel regarding public access to records to ensure 
both privacy rights and public information rights are equally protected.  Copies of any legal opinion 
rendered by the UGLG's legal counsel should be placed in that particular file.  Should an UGLG wish 
to limit access of CDBG records (other than limits allowable under federal or state law), it must notify 
ADOH in writing of its intent and the reason for such a limitation.  The CDBG Program's written 
approval is required before placing such a permanent limit on public access to these files.  The request 
for limitation and the CDBG Program's response must be maintained in the particular file.  
 
Records Retention 

Records are defined as all items relating to a CDBG Funding Agreement.  All CDBG records must be 
retained for at least three (3) years after the grant contract Closeout between HUD and ADOH has been 
approved.  This means that after all of the grants awarded under a particular federal funding year are 
completed and expended, ADOH must submit a close out for the funding year to HUD for their 
approval. Upon HUD’s approval ADOH will then notify the UGLG’s with projects from the closed out 
funding year of the record retention requirements. Microfilmed or electronically scanned records may 
substitute for all original documents. 
 
Document Requirements 

Original Documents/Original Signature Required: 

• F-1 (Designation of Deposit of Grant Funds) 

• F-2 (Authorized Signature Card) 

• F-3 (Funding Agreement Attachment D - Request For Payment Summary Sheet) 

• CD-1 (Authorized Signatures for all Administrative Requirements) 
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• GAO-618 (Vendor Authorization for Direct Deposit) 

• Form 1 (Application Cover Page) 

• Form 1-R (Revised Application Cover Page) 

• ERR Form E-12 (Request for Authority to Use Grant Funds and Certification) 

• Closeout Form C-6 (CDBG Closeout Certifications) 
Copies, Emailed-Versions or Faxed Documents 

Copies, e-mailed versions or faxes of documents are acceptable to meet most other CDBG Program 
requirements.  When a copy of a document is acceptable, the original document must be kept in the 
appropriate grantee file. 
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CHAPTER 3.  FINANCIAL MANAGEMENT 

Introduction 

Although all CDBG Program requirements are incorporated into the Funding Agreement, special note 
should be taken of the Financial Management requirements.  The UGLG must adhere to federal, state 
and local laws and ordinances as they pertain to financial management.  Local policies and procedures 
must not prohibit any of the actions required by ADOH.  
 
Financial Management requirements or guidelines are established in several Office of Management and 
Budget (OMB) Circulars, Treasury Circulars and HUD regulations: 

• OMB Circular A-87:  Cost Principles for State and Local Governments 

• OMB Circular A-110:  Grants and Agreements with Institutions of Higher Education, Hospitals 
and Other Nonprofit Organizations 

• OMB Circular A-122:  Cost Principles for Nonprofit Organizations 

• OMB Circular A-133:  Audits of State and Local Governments 

• HUD Regulations at 24 CFR Subpart 85, Uniform Administrative Requirements for Grants . . . to 
state, local . . . governments” (also known as the “Common Rule”) and Subpart 570 

 
Please consult this website for these and other OMB Circulars:  http://www.whitehouse.gov/omb/ 
 
The Basics of Financial Management 

The UGLG’s financial management system must comply with OMB Circular A-87 by ensuring that: 

• financial records can be audited based on Generally Accepted Accounting Principles (GAAP); 

• internal controls are effective and protect CDBG funds; 

• procedures exist for determining costs are allowable, reasonable and allocable; and 

• the UGLG has a system to review its financial management and cost procedures. 
 
Additionally, the UGLG must maintain adequate control and accountability over all funds, property, 
and other assets. UGLGs and their sub-recipients must safeguard all such property and ensure that it is 
used solely for authorized purposes.  ADOH will monitor for compliance with all requirements. 
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• Accounts 

o Each CDBG Funding Agreement must be identified by an internal name/number.  When 
applicable, leverage accounts must be identified for each Funding Agreement. 

o UGLG records must show the account name/number with the financial institution where 
CDBG funds are ultimately deposited.  This information must be consistent with Form F-1.  
(Note:  Separate checking accounts for CDBG funds are not recommended.) 

o CDBG funds should be deposited in a non-interest bearing account unless all payments are 
on a reimbursement basis.  (The local government may keep interest amount of up to $100 
per year for administrative expenses. §570.489(c)(2).  However, if interest over $100 per year 
is accrued unintentionally on advanced CDBG funds, the UGLG must return all such 
interest to ADOH as soon as possible for return to the U.S. Treasury.) 

o The UGLG must have a chart of accounts that will be used for the CDBG funds. 

o UGLGs are encouraged to use minority banks (i.e., those at least fifty-one percent (51%) 
owned by minorities, to include women) whenever possible. 

 
• Internal Controls – Personnel 

The UGLG must have written procedures that ensure ‘separation of duty’ and address the 
following: 

o The identity of the person(s), by title, assigned to approve expenditures for each CDBG 
Funding Agreement. 

o The identity of the person(s), by title, responsible for disbursement of funds for each CDBG 
Funding Agreement. 

o The identity of the person(s), by title, who is responsible for maintaining CDBG financial 
records. 

 
• Internal Controls – Procedures 

The UGLG must have written procedures that address the following: 

o Procedures for internal control. 

o Cash disbursement procedures. 
 

• Miscellaneous Procedures 

The UGLG must have written procedures that address the following: 

o Identify the person, by title, responsible for providing written instructions regarding the 
UGLG’s financial management procedures to employees who handle financial records. 
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o The procedures should indicate the frequency and nature of training provided to employees 
involved with the financial management system. 

o The records should include an organizational chart for the finance department. 
 

• Property Management 

For any property, equipment or other fixed assets purchased or improved with CDBG funds:  

o The UGLG should have a fixed assets ledger. 

o All items on the ledger should be tagged. 

o A property inventory should be conducted at least every two (2) years. 

o The records should identify, by title, the person responsible for ensuring the inventory list is 
the same as the actual list of equipment/property. 

 
• Allowable and Allocable Costs 

All costs charged to a CDBG Funding Agreement must be allowable as defined below: 

o eligible as stated in the CDBG Application Handbook; 

o included in the funding agreement; 

o necessary (consistent with and intrinsic to the implementation of the activities as described 
in the funding agreement); 

o reasonable (documented by a procurement process, appraisals, or other procedure to ensure 
reasonable prices); 

o not a general expense required to carry out the overall responsibilities of the UGLG; 

o not prohibited under state or local laws or other regulations; 

o be accorded consistent treatment through the application of generally accepted accounting 
principles; 

o not be allocable to or included as a cost of any other federally funded program in either the 
current or a prior period; 

o be net of all applicable credits; and 

o must be allocable (can be traced to a particular eligible cost, either direct or indirect). 
 

Direct Costs are those that can be easily identified for a specific activity (e.g. charges by a 
contractor, a housing specialist’s time, sand and gravel purchased for a street paving 
project). 
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Indirect Costs are those for a common or joint purpose which benefit more than one (1) 
activity and are not readily assignable to any such activity (e.g. copy machine costs when 
persons funded by different programs use the machine).  

 
Unallowable costs are listed in the stated in the CDBG Application Handbook and also include: 

o Bad debts. 

o Contributions to a contingency fund (e.g. operating and maintenance account). 

o Contributions and donations. 

o Entertainment. 

o Fines and penalties. 

o Salaries and other expenses of the chief executive of a political subdivision and the council 
or board of supervisors. 

o Interest and other financial costs. 

o Payments to another federally funded program to cover costs of that program. 
 
In order to be “allowable” under a federal award, costs must meet several criteria: 

• The cost must be reasonable for the performance of the award and allocable to it.   

• The cost must conform to any limitations or exclusions of the OMB circular or the award itself. 

• Treatment of costs must be consistent with the policies and procedures that apply to both 
federally financed activities and other activities of the organization. 

• The cost must be determined in accordance with GAAP. 

• Cost may not be included as a cost of any other federally financed program in the current or 
prior periods. 

• The cost must be adequately documented. 
 
Costs are considered to be “reasonable” if they do not exceed that which a prudent person would incur 
under similar circumstances.  In determining the reasonableness of a cost, consideration must be given 
to: 

• Whether the cost is of the type generally recognized as ordinary and necessary for the operation 
of the UGLG or sub-recipient for the performance of the award. 

• The restraints or requirements imposed by such factors as:  generally accepted sound business 
practices; arms length bargaining; federal and state laws and regulations; and terms and 
conditions of the award. 
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• Market prices for comparable goods or services. 

• Whether the individuals concerned acted with prudence in the circumstances, considering their 
responsibilities to the organization, its members, employees and clients, the public at large and 
the government. 

• Significant deviations from the established practices of the organization which may 
unjustifiably increase the award costs. 

 
UGLGs and sub-recipients must document that their procurement costs are reasonable.  These records 
must include, at a minimum, the basis for contractor selection and the award cost/price. 

“Allocable” addresses the question “Where do we put the cost?”  It pertains to the relative benefit 
received from incurring the cost.  Costs are considered to be allocable to a Federal award if they fall 
into any one (1) of the three (3) categories: 

1. Costs that are incurred specifically to implement activities allowable in the award (direct costs). 

Example:  The UGLG runs a homeowner rehabilitation program.  Costs associated with taking 
in applications, inspecting the properties, writing costs estimates and the actual costs associated 
with making repairs are considered to be direct costs. 

2. Costs that benefit both the award and other work and can be distributed in reasonable 
proportion to the benefits received (shared indirect costs). 

Example:  The UGLG develops an informational brochure describing funds available from both 
HOME and CDBG programs it is running.  The costs must be allocated to both programs. 

3. Costs that are necessary to the overall operation of the organization, but for which no direct 
relationship to any particular program or group of programs, can be shown (overhead indirect 
costs). 

 Example:  The City Manager directly manages staff throughout the City. 
 
CDBG Financial Management File Requirements 

A Financial Management and Audits File Checklist are provided in this handbook as guidance for 
complying with CDBG Program financial management requirements.  The UGLG’s financial 
management file must contain the documents indicated in the checklist or indicate the location of such.  
 

• Ledgers 

The number of CDBG ledgers maintained by an UGLG will vary depending on the number of 
open contract activities.  At a minimum, the UGLG must maintain:  

o A general CDBG ledger that encompasses all financial activity related to each open grant. 
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o A separate ledger for each activity that reflects expenditures, obligations and current 
balance. 

o A leverage ledger (if applicable) that includes the total amount of leverage from all sources, 
and itemizes each disbursement, if such is not included in the general ledger.  Examples of 
these ledgers can be found in this handbook. 

 
• Payroll Records 

Payroll records, such as time cards, must be maintained for all UGLG staff, volunteer and 
offender labor funded in any part with CDBG or leverage funds. Timesheets must be signed by 
the employee/volunteer/offender and his/her supervisor.  In those instances where a worker 
cannot be located or refuses to sign, the supervisor must note such on the timesheet.  Sample 
forms are included in this handbook (Forms F-5, F-6, F-7 and F-8).  Other time records that 
document the same information as the CDBG forms may also be used. 
 
CDBG funded employees must be paid consistent with the UGLG’s personnel policies and 
cannot receive an increase in pay based solely on the additional funding source (CDBG). There 
must be documentation in the UGLG’s personnel records regarding job descriptions and 
classifications, pay scales, and fringe benefits to support payroll records.  

 
• Equipment Use 

UGLGs may be reimbursed for the use of equipment on a CDBG project provided the rate is 
justifiable.  An UGLG can justify such rates through: 

o FEMA rates – consult the FEMA website at http://www.fema.gov/schedule-equipment-rates; or 

o follow a standard small purchase procurement process and obtain and document three (3) 
verbal or written quotes to verify actual local rates.  

 
The UGLG must document the type of equipment and the number of hours used on a daily 
basis, with such documentation signed by a supervisor.  The form F-6 may be used to document 
this information. 

 
• Separate CDBG Checking Account 

Separate CDBG checking accounts are not recommended.  However, if a community has 
already established such a system, it is essential that all records pertaining to the account be 
maintained in the CDBG financial management file.  
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• Financial Forms 

All CDBG Program forms that begin with the letter “F” designate a form used in the financial 
management of the Funding Agreement.  The UGLG will receive these forms along with the 
Funding Agreement.  Sample financial forms are located at the end of this chapter. 

 
Form F-1:  Designation of Deposit of Grant Funds 

Each UGLG must complete Section I and Section II.  The UGLG should keep one F-1 for its files.  
 
Section I:  The UGLG should provide the name and address of the local government; the name 
of the financial institution where funds will be deposited; and the account number. 
 
Section II:  The UGLG should record the account number by which CDBG funds will be 
recorded and the account number for any leverage funds.  The form must then be signed by an 
executive officer. 
 
UGLGs that wish to have warrants (checks) deposited directly into their bank accounts must 
complete the State of Arizona’s GAO-618 ACH Vendor Authorization form. 

 
Form F-2:  Authorized Signature Card 

This form certifies which individuals are authorized to sign Requests for Payment.  No payment 
requests will be honored until ADOH has a completed F-2 on file.  People are identified as 
signatories, by name, rather than position.  Thus, if the finance director is identified as the 
person authorized to sign and he/she resigns, the new finance director cannot authorize a 
Request for Payment until a new F-2 is submitted to the CDBG Program. 

 
It is recommended those authorized to request payment be familiar with the program (e.g. the 
grant administrator, community development director or town clerk). The person authorizing 
and certifying the signatures should be an appropriate authority such as the mayor, a council 
member or the town/city/county manager.  This person cannot be one of those authorized to 
sign requests for payment.  Further, that person must sign and date the form after the designees 
to verify his/her knowledge of who was authorized. 

 
Form F-3:  (Funding Agreement Attachment D) Request for Payment Summary Sheet 

Form F-3, Request for Payment Summary Sheet, is used to request funds from the CDBG 
Program.  Separate requests must be submitted for each Funding Agreement and each request 
must include an F-4 (Funding Agreement Attachment D, page 2) Itemized Payment Statement. 
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The F-3 must be complete and signed by person(s) authorized on the F-2.  Generally, ADOH 
will review requests for payment within five (5) working days and the UGLG will be contacted 
if there are any problems.  An UGLG should allow approximately two (2) weeks for receipt of 
CDBG funds.  However, if documents that require desk monitoring are not submitted prior to 
or along with the F-3, reimbursement to the UGLG may be delayed pending such approval.  To 
ensure a timely reimbursement, UGLGs are encouraged to submit documents for desk 
monitoring as soon as possible.  Refer to the chapter regarding monitoring for additional 
guidance. 

 
Note:  Written approval for pre-award obligations must be provided by ADOH for any funds 
obligated prior to the issue date of the E-13 Authority to Use Grant Funds.  Refer to the 
Environmental Review (ERR) Handbook for additional information. This handbook can be found at 
the ADOH website at: http://www.azhousing.gov/ShowPage.aspx?ID=387&CID=16. 

 
Note:  An F-4 Itemized Payment Statement and copies of all timesheets, invoices and checks for 
payment of contractors, supplies or services MUST accompany all Requests for Payment, F-3. 
The following list identifies documents that must be submitted for approval (desk monitoring) 
either before or with an F-3 that requests funds for the items indicated.  Please note that based 
on a variety of circumstances (e.g. a new UGLG CDBG contact person, a history of prior 
compliance concerns, etc.), ADOH may request additional documents before approving an F-3. 
 

Item Funds are 
Requested For: Item to be Reviewed & Approved 
ALL Funding Agreement must be fully executed 

F-1, F-2 and CD-1 signatory forms 
Special Conditions of the Funding Agreement that may be applicable before 
funds are released. 
Performance Reports 
ERR Documentation (clearance received prior to execution of Funding 
Agreement) 

Professional Services  Request for Proposals/Qualifications 
Draft Contract 

Construction Materials 
and/or Equipment 

Procurement 

Item Funds are 
Requested For: Item to be Reviewed & Approved 
Construction  LS-2 and/or LS-3 as applicable. 

LS-4/5 for each contractor and each subcontractor 
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LS-9/10 for each contractor and each subcontractor 
Draft bid notice, Request for Proposal, contract 

Volunteer/Offender 
Labor 

Volunteer Labor Plan 
LS-16(s) for each volunteer 
IGA between UGLG and State, County, Federal Agency for Offender Labor 

Land Acquisition Acquisition Forms, including ACQ-8 & response; URA Documentation 
Purchase Offer 
Appraisal 
Review Appraisal  

Commercial or Industrial 
Rehabilitation 

Commercial/Industrial Rehabilitation Guidelines (CRGs) 
Contractor Certification for each Contractor and/or Subcontractor 

Public Service All applicable non-profit documentation 
  

An UGLG may request or ADOH may choose to waive the submission requirements of certain 
documents (requests for proposal, contracts, bids, etc.) if the UGLG:  

o has a history of compliance on prior CDBG Funding Agreements;  

o has several activities with similar components (e.g. a water improvement activity and a park 
improvement activity) and submits documentation for one (1) activity that verifies 
compliance; or  

o provides a written statement that the document (such as Housing Rehabilitation Guidelines) 
has not been changed since last approved by the CDBG Program. 

 
Payment requests are compared to the application forms to ensure accuracy. If a discrepancy is 
found, the request will not be approved until adequate documentation is provided.  For 
example:  

o The request indicates payment to a contracted engineer but the application states that city 
staff will perform engineering.  

o The request is for funds to reimburse the Town for force account labor but the application 
indicates that all work is to be contracted.  

o The request is for funds to pay an appraiser but the application does not mention 
acquisition.  

 
Form F-4:  (Funding Agreement Attachment D, page 2) 

All F-3 forms must include a completed F-4 Itemized Payment Statement. 
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Based on OMB Management Circulars, federal regulations, and Treasury Circular 1075, it is an 
ADOH policy that an UGLG request funds only to cover reimbursement of its actual cash 
expenditures.  

 
In some circumstances ADOH may approve an UGLG’s request for funds to cover cash needs if 
the UGLG will be disbursing those funds within ten (10) days from the anticipated date of 
receipt of the ADOH warrant.  To document compliance with this policy, the UGLG must 
submit evidence of disbursement of requested funds prior to submitting the next Request for 
Payment form.  

 
CDBG Timely Request for Reimbursement Policy 

As stated in ADOH’s Funding Agreement language, “… Recipient’s right to incur expenses under 
Agreement shall cease upon expiration of Agreement.  All requests for reimbursement on expenditures made prior 
to expiration of Agreement must be requested within sixty (60) days after expiration.  Unless expressly 
authorized by ADOH in writing, expenditures not requested within the sixty (60) day period after expiration of 
Agreement shall be disallowed and all funds shall be reclaimed by ADOH.” 
 
During the life of the Funding Agreement, the UGLG will be allowed ninety (90) days in which to 
submit requests for reimbursement on expenditures.  Expenditures that have aged over ninety (90) 
days will not be eligible for reimbursement from CDBG funds.  
 
For questions regarding pre-award application costs, contact the ADOH Contract Specialist assigned to 
your UGLG. 
 

• Timely Disbursement 

Section 205.4 of Treasury Circular 1075 establishes the basic standards for timely disbursement 
as follows: 

o Cash advances to a recipient organization shall be limited to the minimum amounts needed 
and shall be timed to be in accord only with actual, immediate cash requirements of the 
recipient organization in carrying out the purpose of the approved program or project.  The 
timing and amount of cash advances shall be as close as is administratively feasible to the 
actual disbursements by the recipient organization for direct program costs and the 
proportionate share of any allowable indirect costs. 

o Cash advances made by primary recipient organizations (e.g. State) to secondary recipient 
organizations (e.g. UGLGs) shall conform to the same standards of timing and amount as 
apply to cash advances by Federal program agencies to primary recipient organizations. 
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It is ADOH policy that timely disbursement for CDBG funds is ten (10) days from the UGLG’s 
receipt of the ADOH warrant.  If circumstances are such that not all of the requested funds will 
be disbursed within this period, the UGLG must contact their ADOH Contract Specialist 
immediately for further instructions.  

 
• Program Income 

Program Income (PI) is defined as: 

Gross income of $35,000 or more, received by a state, UGLG or sub-recipient that was generated 
from the use of CDBG funds.  When income is generated by an activity that is partially assisted 
with CDBG funds, the income shall be prorated to reflect the percentage of CDBG funds used.  

 
Sources of Program Income 

Funds generated from an activity assisted with CDBG funds are considered PI whether earned 
by the UGLG or a sub-recipient.  PI sources may include: 

o Proceeds from the sale or lease of real property purchased or improved with CDBG funds. 

o Proceeds from the disposition of equipment purchased with CDBG funds. 

o Net income from the use or rental of real or personal property acquired, constructed or 
improved with CDBG funds (normal operation and maintenance costs are not considered 
PI). 

o Payments of principal and interest on loans made with CDBG funds.  Such loans include 
housing and commercial rehabilitation and economic development loans. 

o Proceeds from the sale of loans or obligations secured by loans made with CDBG funds. 

o All interest earned on PI to include PI held in a CDBG Program pre-approved Revolving 
Fund. (Any PI earned as a result of a RF retains its identity as PI regardless of the amount 
earned during any calendar year. However, these funds may be used for another activity 
with prior approval from the CDBG Program.) 

o Interest earned on CDBG funds held in an approved rehabilitation activity account at a 
lending institution, capitalized by a CDBG lump sum deposit. 

o Funds collected through special assessments made against properties owned and occupied 
by households NOT of low and moderate income, where the special assessments are used to 
recover all or a part of the CDBG portion of a public improvement. 

o Gross income paid to an UGLG or a sub-recipient from the ownership interest in a for-profit 
entity acquired in return for CDBG assistance. 
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o Even if an UGLG has no open CDBG Funding Agreements, it is possible to generate PI from 
the use of funds from prior CDBG Funding Agreements. 

 
Use and Retention of Program Income 

An UGLG or sub-recipient may retain and utilize PI if it meets the following requirements and 
with prior approval from the CDBG Program.  

 
Note:  All PI earned by an UGLG or sub-recipient must be disbursed prior to the UGLG or sub-
recipient requesting additional funds from ADOH for the same activity. 

 
o It has the administrative capacity to use the PI in full compliance with all CDBG Program 

requirements; AND 

o The PI will be used to continue the same activity which generated the income; OR 

o The PI is part of a pre-approved revolving fund, such as for housing rehabilitation; OR 

o ADOH has approved another use for the PI prior to the execution of the Funding 
Agreement (This would normally be a special condition in the Funding Agreement.); OR 

o The amount of PI earned during the calendar year is less than $35,000. 

o All PI must be deposited in federally insured institutions. 
 

UGLGs are encouraged to earn the maximum amount of interest possible consistent with the 
design of its activities.  For example:  PI is to be used to continue a housing rehabilitation 
program which has a significant backlog of applicants.  These funds must be readily available 
for additional housing rehabilitation assistance, and could appropriately be placed in an 
interest-bearing checking account.  If repayments significantly exceed HR loan applications, 
some portion of the PI could reasonably be deposited in a higher yield, short term Certificate of 
Deposit, while yet maintaining a sufficient amount of funds in a readily accessible checking 
account.  The deposit of PI must, of course, also conform to the UGLG's own ordinances and 
other financial management requirements. 

 
Program Income Requirements 

All PI is subject to the requirements governing the use of CDBG funds as illustrated below: 

o Before using PI to fund a new activity, the UGLG must comply with applicable citizen and 
public participation requirements. 
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o Activities funded with PI must meet one (1) of the three (3) national objectives (e.g. low mod 
benefit).  If PI is used to provide housing rehabilitation assistance, the family must meet 
CDBG definition of low or moderate income. 

o New activities funded with PI will require an environmental review record. 

o All construction activities funded in whole or in part with PI are covered by federal labor 
standards provisions in the same manner and to the same degree as the original CDBG 
funds. 

o Property acquired or persons relocated using PI is subject to the Uniform Relocation Act 
and/or the displacement requirements. 

 
Program Income Returned to the CDBG Program 

PI that does not meet the requirements of the section above must be returned to ADOH.  All PI 
returned to ADOH will be allocated for distribution in compliance with the specific method of 
distribution applicable to the grant year from which the funds were generated.  In general, the 
method of distribution requires that funds be returned to the original account or component 
from which it was generated (i.e. to the specific sub-account of the RA or the SSP). 

 
Program Income and a Revolving Fund 

A Revolving Fund (RF) is defined as a separate and independent set of accounts, established for 
a specific purpose such as economic development loans, commercial or housing rehabilitation 
loans, or disposition of land or buildings purchased for the purpose of resale to LM persons for 
housing. 

 
If an UGLG has an RF as part of its Funding Agreement, PI earned by loan repayments to that 
fund cannot be expended on other activities.  The UGLG must disburse PI from its RF for 
continuing the same activity (e.g. other loans) prior to requesting additional funds from ADOH 
for the RF activity.  For example:  Community A has an approved Housing Rehabilitation 
Revolving Fund in which loan repayments are deposited.  At the time that Community A 
receives its FY 2013 Funding Agreement (#622), it has $20,000 in its RF.  Funding Agreement 
#622 is for $300,000 for HR.  Community A CANNOT request funds for its HR activity from 
#622 until it has utilized all of the funds in its RF.  As additional funds are deposited into its RF 
from loan payments, it must utilize those funds before requesting additional money from the 
CDBG Program.  Thus, it will need to report on the amount in its RF with each Request for 
Payment and request ONLY those funds over the amount in its RF. 

 
Note:  With prior CDBG Program approval, UGLGs may establish a Revolving Fund to be 
funded only from PI.  No CDBG funds can be used to capitalize a RF (except for the lump sum 
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drawdown allowed in housing rehabilitation activities).  ADOH approval of such a program will be 
based on the capacity of the community or sub-recipient to administer the RF in full compliance 
with CDBG Program requirements. 
 
Program Income and Sub-recipients 

A sub-recipient is defined as a public or private non-profit agency, authority or organization 
that implements a CDBG activity.  (This does not include a contractor providing supplies, 
equipment, construction or services.) 

 
UGLG agreements with sub-recipients who generate PI must specify whether the PI earned by 
the sub-recipient will be returned to the UGLG or retained by the sub-recipient.  If retained by 
the sub-recipient, the agreement must specify how such funds will be used, what records will 
be maintained and when reports and audits will be submitted to the UGLG and the CDBG 
Program.  All CDBG requirements apply to such funds.  Additionally, the UGLG shall require 
the sub-recipient to use its PI prior to requesting additional CDBG funds. 

 
Program Income Records 

UGLGs must maintain records of all PI received that includes the following: 

o Source of the PI:  CDBG Funding Agreement number, activity number and name, other 
identifying information such as the loan number or land parcel. 

o Amount and date of receipt. 

o Date of deposit and location of depository. 

o Date, amount and purpose of each disbursement. 
 

If PI is from interest earned, records must include the date and amount of such interest earned, 
interest rate, and the depository of such interest. 

 
• Property Management 

There are three (3) types of property covered by these requirements: 

1. Real property  

2. Equipment 

3. Supplies 
 

Title to any of the three (3) types of property resides with the UGLG (or sub-recipient if 
specified in the sub-recipient agreement) during the period of the CDBG Funding Agreement. 
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Definitions 

o Acquired - for property or equipment to be considered acquired there must be a minimum 
twenty-five (25) year lease. 

o Acquisition Cost - the net price of the purchased equipment including the cost of 
modifications, attachments, accessories or auxiliary apparatus necessary to make the 
property usable for the purpose for which it was acquired.  Other charges, such as the cost 
of installation, transportation, taxes or in-transit insurance, shall be included or excluded 
from the unit acquisition cost in accordance with the UGLG's regular accounting practices. 

o Equipment - tangible, non-expendable, personal property having a useful life of more than 
one year and an acquisition cost of $5,000 or more per unit.  

o Real Property - land, including land improvements, structures and appurtenance thereto, 
excluding movable machinery and equipment; 

o Supplies - all tangible personal property other than "equipment" as defined above. 
 
Use of Real Property and Equipment 

Property or equipment acquired/improved with CDBG funds must be used for the purpose stated in 
the Funding Agreement for the duration of the Funding Agreement and for at least five (5) years after 
Closeout approval.  If the UGLG or sub-recipient wishes to change the use of the property or 
equipment during this time period, it must receive permission from ADOH and comply with public 
participation requirements.  The change cannot affect the national objective benefit.  If the UGLG or 
sub-recipient wishes to change the use of the property or equipment to a non-CDBG eligible use, it 
must reimburse ADOH in the amount of the current fair market value of the property/equipment less 
any expenditures of non-CDBG funds used for the acquisition or improvements. 
 

• Sale or Disposition 

All proceeds from the sale or disposition of real property or equipment purchased or improved 
in whole or in part with CDBG funds shall be considered program income and spent by the 
UGLG in compliance with those requirements (see Section 7.0).  This applies for the term of the 
CDBG Funding Agreement and five years (5) after Closeout approval. 

 
• The Property Management System 

The UGLG must establish a property management system (and verify that all sub-recipients 
establish similar systems) to ensure the safety of the property, equipment and supplies, and to 
prevent loss, damage and theft.  The system must comply with the following minimum 
standards: 
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o There must be an identified property management officer. 

o All equipment must be marked. 

o Supplies (when still in boxes) should be identified as for CDBG Program. 

o A physical property inventory must be conducted at least once every two years and the 
results reconciled with property records; 

o Property records must be maintained to include: 

 A description of the property 

 A serial number or other identification number 

 The source of funding for the property (e.g., CDBG) 

 The title holder 

 Date of acquisition 

 Cost of the property 

 Amount or percentage of the CDBG funds expended for the property 

 Location of the property 

 Use and condition of the property 

 Disposition of the property to include date of disposal and sale price 
 

There must be adequate safeguards to prevent loss, damage or theft, and a system to investigate 
any such incidents that do occur.  This system shall be documented in the form of a written 
policy or procedure. 

 
• Audit Requirements 

Audit requirements for entities receiving federal funds are governed by the United States Office 
of Management and Budget (OMB).  The OMB issued Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, which provides the specific audit requirements 
for entities receiving federal funds.  This portion of the handbook is intended to summarize and 
serve as a guide for audit submission to the Arizona Department of Housing (ADOH).  It is not 
all-inclusive.  For specific compliance requirements, definitions, forms, etc., please refer to the 
OMB Circular A-133.  A copy may be obtained from the official website at: 
http://www.whitehouse.gov/sites/default/files/omb/assets/a133/a133_revised_2007.pdf.  
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• Annual Audit Requirements 

For Local Governments and Non-Profits that expend $500,000 or more in a year in Federal 
awards shall have a single or program-specific audit conducted for that year in accordance with 
the provisions of OMB A-133.  

  
Local Governments and Non-Profits that expend less than $500,000 a year in Federal awards are 
exempt from Federal audit requirements for that year, but records must be available for review 
or audit by appropriate officials of the Federal agency, pass-through entity, and General 
Accounting Office (GAO). 

 
• Report Submission Requirements 

The Arizona Department of Housing (ADOH) requires that all local governments and non-
profits that have expended more than $500,000 in its fiscal year, submit a copy of their Single 
Audit Reporting Package.  This package includes the following items: 

o Financial Statements and Schedule of Expenditures of Federal Awards 

o Summary schedule of prior audit findings 

o Independent Auditor’s report 

o Corrective Action Plan that addresses findings in the current audit report 
 

ADOH also requires a copy of any management letters issued by the auditor and responses to 
that letter. 

 
If the sub-recipient has not expended more than $500,000 and therefore is not subject to the 
Single Audit requirements, then ADOH requires an Audit Certification Statement on letterhead 
signed by the auditor or by someone authorized to do so (see Attachment I). 

 
The reporting package or the Audit Certification letter should be submitted to the following 
address: 

Arizona Department of Housing 
Attn: Accounting 

1110 West Washington Street, Suite 310 
Phoenix, AZ  85007 
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Attachment I 

 
 
Official Letterhead  
 
 
 
 
         
 
 
Audit Certification Statement 
 
 
 
I hereby certify that the city/town/county/non-profit _________________________________ was not required to 
have a Single Audit conducted for the FY ____________ and that I have the authority to sign this Certification. 
 
 
 
 
 
 
 
 
             
Name        Title 
 
 
             
Signature       Date 
 
 
 
 

Federal Funds 
Recipients 
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Allocable Costs and Cost Allocation Plans (Indirect Costs) 

“A cost is allocable to a federal award if it is treated consistently with other costs incurred for the same 
purpose in like circumstances and if it: 

1. is incurred specifically for the Funding Agreement; 

2. benefits both the Funding Agreement and other work and can be distributed in a reasonable 
proportion to the benefits received; or 

3. is necessary to the overall operation of the organization, although a direct relationship to any 
particular cost objective cannot be shown. 

 
Indirect costs are those that have been incurred for common or joint objectives and cannot be readily 
identified with a particular final cost objective.”  See OMB Circular A-122 at:  
http://www.whitehouse.gov/omb/circulars_a122_2004.  
 
These statements highlight the difference between costs allocated under a cost allocation plan and an 
indirect cost plan.  Direct costs are allocable under Item 1 above, allocable direct costs are under Item 2 
above, and indirect costs are under Item 3. 
 
Indirect costs are only those costs which cannot be readily identified to a final cost objective (i.e. those 
costs that do not connect back to the end result).  Examples of indirect costs include salaries of 
department managers, depreciation or use allowances, personnel costs and accounting.  It is the 
UGLG’s responsibility to show that the cost is related to carrying out the objectives set forth in the 
grant agreement (i.e. to show an incurred expense).  By definition, indirect costs cannot be tied back to 
the objectives in the grant agreement; the only way to make these costs allocable is through an 
approved indirect cost allocation plan. 
 
A cost allocation plan does not need cognizant agency approval while an indirect cost allocation plan 
does.  Cost allocation plans (see Item 2 above) allocate costs that benefit both the Funding Agreement 
and other work and can be distributed in reasonable proportion to the benefits received.  For example:  
A plan to allocate an electricity bill based upon square footage and direct labor costs may be reasonable 
if the UGLG can show that electricity use was reasonably necessary to carry out the objectives, 
electricity was actually used to carry out the objectives, the bill resulted at least in part from that usage, 
and the bill was paid by the UGLG.  Since there is a direct tie between the cost (electricity bill) and the 
objective, the cost is not an indirect cost but an allocable direct cost. 
 
If indirect costs were approved as part of the UGLG’s administration budget in the CDBG application, 
the UGLG must provide a copy of its Cost Allocation Plan at the beginning of each fiscal year for which 
it has a CDBG Funding Agreement as well as a copy of the Plan’s approval by the cognizant agency.
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Instructions for Completing the CDBG Activity Ledger/Sub-Ledger (F-10) 

 
1. Self explanatory. 

2. Self explanatory. 

3. Self explanatory. 

4.a. Self-explanatory. 

4.b. The Reference column should include the check number and the name of the vendor or payee.  
If the purpose of the payment is unclear from the payee name, include a brief explanation (e.g. 
appraisal, construction, design, etc.). 

4.c. Self-explanatory. 

4.d. Self-explanatory. 

4.e. Current Encumbrances reflects OBLIGATED items (e.g. once the construction contract has been 
signed, the Town is obligated for the entire contract amount).  If an encumbrance is revised, the 
change should be indicated on a different line (e.g. if the construction contract is increased due 
to a change order, the increase should appear as an additional amount encumbered on the date 
the change order is effective). 

4.f. Encumbered Balance reflects the total of Current Encumbrances (3.e.) less those expenditures 
related to encumbrances. 

4.g. Unencumbered Balance reflects a running total of the balance available to spend (i.e. the 
unobligated amount of funds for the activity).  The first line will indicate the total amount of 
funds for the activity.  Subtracted from that total are Current Encumbrances (3.e.) when 
initiated and those expenditures unrelated to encumbrances (e.g. publishing costs, office 
supplies, etc.). 

4.h. Activity Balance is the checkbook per se, and reflects the balance after every expenditure. 
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CHAPTER 4.  CIVIL RIGHTS, AFFH AND 504 / ADA REQUIREMENTS 

Introduction to Civil Rights, Fair Housing, 504 / ADA  

All local governments have a responsibility to abide by civil rights, fair housing, and ADA/504 laws, to 
ensure non-discrimination in program administration.  This chapter will provide guidance for 
compliance and documentation. 
 
Civil Rights 

Title I of the Housing and Community Development Act of 1974 (HCDA) as amended, established the 
Community Development Block Grant (CDBG) Program.  It also states that recipients of CDBG funds 
(including the state and all UGLGs) shall comply with statutes, implementing regulations and 
Executive Orders relating to civil rights, non-discrimination and equal opportunity.  These laws require 
three (3) discrete types of actions: 

1. Prohibit discrimination (to include lack of equal access to programs, services, and facilities). 

2. Require equal opportunity. 

3. Require affirmative action in specific instances. 
 
Recipients of CDBG funds shall not discriminate against any person on the basis of race, color, national 
origin, gender, or religion per Section 109 of HCDA.  No person shall be excluded from participating or 
benefiting from any activity receiving CDBG funds. 
 
Section 104 of the HCDA requires that each UGLG certify that it will comply with Title VI of the Civil 
Rights Act of 1964.  This prohibits non-discrimination under any program or activity that receives 
federal financial assistance.  
 
The HCDA also requires compliance with other applicable statutes: 

• Civil Rights Act of 1964, Title VI, as amended, requires that no person shall be excluded from 
participation, denied program benefits or subjected to discrimination on the basis of race, color 
or National Origin. 

• Civil Rights Act of 1968, Title VIII, as amended, prohibits discrimination in housing on the 
basis of race, color, religion, sex or National Origin. 

• Rehabilitation Act of 1973, Section 504, as amended, requires that no otherwise qualified 
individual shall be excluded from participation and/or employment, denied program benefits, 
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subjected to discrimination under any program receiving federal funds solely by reason of his 
or her disability. 

• Age Discrimination Act of 1975, as amended, requires that no person shall be excluded from 
participation, denied program benefits, or subjected to discrimination on the basis of age under 
any program or activity receiving federal funds. 

• Americans with Disabilities Act of 1990, as amended, requires that there shall be no 
employment discrimination against "qualified individuals with disabilities." 

• Executive Order 11063, requires that no person shall be discriminated against in housing and 
related facilities provided with federal assistance, or lending practices with respect to 
residential property when such practices are connected with loans insured or guaranteed by the 
federal government on the basis of race, color, religion, sex or national origin,. 

• Executive Order 11246, as amended, requires that no person shall be discriminated against, on 
the basis of race, color, religion, sex or national origin, in any phase of employment during the 
performance of federal or federally assisted construction contracts in excess of $10,000. 

 
UGLGs cannot discriminate on the basis of: 

• Race 

• Color 

• National origin 

• Ethnicity 

• Religion or creed 

• Gender 

• Disability 

• Age 

• Marital status 

• Familial status 
 

Groups specifically protected by civil rights provisions include: 

• Minorities (Blacks, Hispanics, Asians, Pacific Islanders, American Indians, Alaskan Natives) 

• Women 

• Groups distinguished by age 

• Person(s) with Disabilities 
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• Families with children (in terms of housing) 
 
Each UGLG certifies compliance with these laws as they relate to the following by signing and 
submitting the required certifications with its CDBG application: 

• UGLG employment (equal opportunity employer); 

• CDBG Program benefits and services (including employment); 

• CDBG generated business opportunities and contracting; 

• Relocation/displacement; 

• Housing programs; 

• Fair housing activities; and 

• Equal access for all to the UGLG’s programs, activities, services and physical facilities. 
 

• Compliance Documentation 

Civil rights laws prohibit certain actions.  Therefore, an UGLG can verify compliance by 
adopting some general procedures and in limited circumstances, by taking affirmative action. 

 
• UGLG Employment 

The following materials must be developed and maintained to document that the UGLG does 
not discriminate and is an equal opportunity employer: 

 
o Employment Ordinances, Polices, Procedures or Manuals 

All UGLGs must have written policies that describe the UGLG’s employment practices to 
ensure they are non-discriminatory and equitable.  Such policies should cover conditions of: 
employment, wages, fringe benefits, training, promotion, suspension, termination and 
grievance procedures. 

 
Applications should be kept for at least one (1) year after a position is filled to document 
non-discriminatory hiring practices. 

 
o Application Forms 

Applications for employment may request only information that is job related and should 
clearly state that the UGLG is an equal opportunity employer.  Information that may be 
required by governmental agencies such as ethnicity, gender, etc. may be obtained after the 
position is filled. 
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o Employment Advertising 

UGLGs should have an established non-discriminatory employment advertising process 
and be able to document this.  This can include posting notices in public places, advertising 
in the local newspaper and sending notices to groups that work with person(s) with 
disabilities. 

 
o The Interview Process 

The interview process must be non-discriminatory in terms of both intent and effect.  This 
can be achieved by following these steps before applications are received: 

 determine the criteria for selecting which applicants to interview; 

 decide who will conduct the interviews; and 

 decide on the questions that will be asked in the interviews. 
 

Additional questions may be asked of applicants if appropriate but interviewers should be 
very careful not to ask any questions that could be construed as discriminatory. 

 
o Equal Employment Opportunity Posters 

These posters must be displayed in as many prominent places as appropriate. 
 

o Complaint/Grievance Procedure 

UGLGs must maintain documentation of all civil rights complaints. ADOH may request this 
documentation. 

 
• Program Benefits and Services  

A CDBG Funding Agreement can provide either direct or indirect benefits or services.  Both 
require documentation of compliance with civil rights laws. 

 
o Direct Benefits 

Direct benefit programs include housing rehabilitation, housing creation programs, 
homeownership assistance, economic development activities and some public services.  
Documentation of non-discrimination should include: 

 Program design and marketing materials. 

 Applicant and beneficiary records. 
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o Indirect Benefits 

Indirect benefits include all area wide activities such as street improvements, recreational 
facilities, community centers and limited clientele activities.  The public participation 
process conducted as part of the application process must be non-discriminatory.  The 
census or special survey data submitted with CDBG applications provides beneficiary 
information. 

 
Subcontractors, facility operators, owners and lessees working on or part of a CDBG funded 
activity must also abide by civil rights laws. 

 
o Business Opportunities 

UGLGs must maintain a list of all contracts, agreements and purchases made in whole or in 
part with CDBG funds and document that CDBG funded contractors and businesses are 
non-discriminatory and equal employment opportunity employers.  All bids, RFPs, 
contracts and agreements must require compliance with civil rights laws and regulations. 
Non-discrimination and equal employment opportunity information must be presented at 
bidder’s conferences for contracts covered by federal labor standards.  See the Procurement 
and Contracting Handbook for example certifications that are to be included in contract 
documents. 

 
• Relocation/Displacement 

Any relocation or displacement activity must be designed so as not have a discriminatory effect.  
Records must be maintained of all persons displaced and include ethnicity, gender, age, 
disability, income and familial status.  Replacement housing should be available in all sections 
of the community and not only those areas with similar ethnic concentrations. 

 
• Housing 

All housing programs must abide by Title VIII of the Civil Rights Act of 1968 and Title VIII of 
the Fair Housing Amendments Act of 1988.  This includes non-discriminatory actions in the 
sale, rent or rehab of homes. 

 
Affirmatively Furthering Fair Housing (AFFH) 

Affirmatively Furthering Fair Housing (AFFH) requirements are those actions taken by the local 
government to document non-discrimination.  If a local government has never received CDBG funds for 
any type of housing project, it must still document compliance with AFFH requirements. 
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• Federal Laws and Regulations 

The words "affirmatively further(ing) fair housing" were first included in the Fair Housing Act of 
1964, which, in Title VI, prohibited discrimination in housing on the basis of race, color and 
national origin.  This Act also required HUD to administer its programs in a manner that 
affirmatively promotes fair housing.  

 
Title VIII of the Civil Rights Act of 1968 covered housing discrimination on the basis of race, 
color, religion, sex or national origin.  Title VIII was amended in 1988 by the Fair Housing Act 
which added two categories of protected persons from housing discrimination: 1) families with 
children (anyone under eighteen (18)); and 2) person(s) with disabilities.  

 
The Housing and Community Development Act of 1974, as amended, Section 104, specifically 
states that UGLGs will "affirmatively further fair housing." 

 
Executive Order 11063 and implementing regulations require equal opportunity in housing, 
cover discrimination based on race, color, religion, sex or national origin, and are applicable to 
facilities owned or operated by the federal government and those receiving federal financial 
assistance or insurance.  

 
HUD’s advertising guidelines appear in 24 CFR Parts 100.75,109, 110 and 200 (subpart M).  
Those guidelines require the use and provide examples of the fair housing logo and statement; 
provide guidance on discriminatory words, phrases or language; and include required 
corrective actions.   

 
• Discriminatory Actions  

Discriminatory actions under the Fair Housing Acts of 1964, 1968 and 1988 and Title VIII of the 
Civil Rights Act of 1968 include the following: 

o refusing to sell or rent to, deal or negotiate with any person; 

o discriminating in terms or conditions for buying or renting housing; 

o discriminating by advertising that housing is available only to persons of a certain race, 
color, religion, gender, national origin, family status or lack of disability; 

o denying that housing is available for inspection, sale, or rent when in reality it is available; 

o refusing to allow reasonable modifications to be made for an individual with a disability;  

o blockbusting (realtors, developers, etc. who persuade owners to sell or rent housing by 
telling them that minority groups are moving into the neighborhood; 
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o denying or making different terms or conditions for home loans by commercial lenders; or 

o denying to anyone the use of or participation in any real estate service, multiple-listing 
service or other facilities related to the selling or renting of housing. 

 
• State Laws and Regulations 

The State’s ordinance, enforcement mechanism and procedures regarding fair housing can be 
found in ARS Title 41, Chapter 9, Article 7. 

 
• HUD Regulations for State CDBG Programs 

HUD regulations regarding the state CDBG Program are quoted below (HUD 24 CFR Part 570): 

o Affirmatively Furthering Fair Housing 

The Act requires the state to certify to the satisfaction of HUD that it will affirmatively 
further fair housing.  The Act also requires each unit of general local government to certify 
that it will affirmatively further fair housing.  The certification that the State will 
affirmatively further fair housing shall specifically require the State to assume the 
responsibility of fair housing planning by: 

 conducting an analysis to identify impediments to fair housing choice within the State; 

 taking appropriate actions to overcome the effects of any impediments identified 
through that analysis; 

 maintaining records reflecting the analysis and actions in this regard; and 

 assuring that units of local government funded by the State comply with their 
certifications to affirmatively further fair housing. 

 
• Federally Funded Housing and Housing Services  

When an UGLG is involved in the provision of housing or housing services, whether funded 
through CDBG (such as housing rehabilitation or infrastructure to support the development of 
LM housing), or other public funds to include HOME or public housing programs, it must 
ensure that such programs are designed and implemented in a non-discriminatory way.  
Documentation must be maintained to verify that program design, impact and implementation 
are non-discriminatory.  

 
• Compliance with AFFH Requirements 

Communities are encouraged to plan and implement AFFH actions in coordination with other 
local entities, to include the local PHA and Board of Realtors, and with regional entities, such as 
COGs.  In many instances, training, advertising, public relations and education, surveys and 
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even a Fair Housing Analysis, should be undertaken on a regional basis since housing markets 
often overlap and are not limited to the confines of one (1) legal entity.  Such coordination will 
also avoid duplication of efforts and be more cost effective.  

 
• Minimum Requirements  

o Minimum Requirements to Comply with AFFH Regulations, require a community to: 

 adopt a Fair Housing Proclamation or Resolution; and  

 display a Fair Housing poster in at least one (1) public area of the community’s administration 
building/office year round; and  

 undertake at least one (1) additional action.  The additional action must be specifically designed 
to further fair housing, and/or educate the public about fair housing laws. 

 
Examples of Acceptable AFFH Actions 

The focus of the actions listed below and any others that a community may design and 
undertake, is public education. 

 Adopt a fair housing resolution or proclamation (required).  This is normally done 
during April, which is national Fair Housing Month.  When adopted at an open 
meeting, it publicizes the community's commitment to fair housing.  

Because a resolution is not legally binding, each community must reaffirm its 
position on this issue by adopting a new resolution or proclamation each year. 

 Display a Fair Housing poster in a public area of the community’s administration 
building/office (required).  Posters may be obtained by visiting HUD’s Fair Housing 
website at: 
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/adcampaign 

or by contacting the ADOH Fair Housing Coordinator at (602) 771-1000.  Posters 
need to be hung in the public area year round. 

 Distribute the fair housing brochure.  Brochures may be obtained by visiting HUD’s 
Fair Housing website at:  
http://portal.hud.gov/hudportal/HUD?src=/program_offices/fair_housing_equal_opp/adcampaign 

or by contacting the ADOH Fair Housing Coordinator at (602) 771-1000.  
Distribution could include making it available in the town hall, public library, post 
office, Chamber of Commerce and real estate offices; mailing copies annually along 
with utility bills; annually printing a copy in the local paper or advertising its 
existence in the newspaper. 
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 Encourage the media to promote fair housing awareness with public service 
announcements (PSAs) and news releases.  Many local newspapers and radio 
stations are anxious for news to meet PSA requirements.  

 Sponsor a fair housing poster, essay or poetry contest in the local schools.  This is an 
excellent way to focus attention on the importance of fair housing.  Prizes could be 
awarded at a school assembly, general community function or at the council/board 
meeting at which the Fair Housing Proclamation/Resolution is adopted.  The 
winning entries could become the community's fair housing poster(s), and excerpts 
might be used in brochures, press releases, Public Service Announcements (PSAs) 
and other media. 

 Publicize the State’s procedures regarding discrimination complaints and assist 
persons to file such.  The UGLG can inform the public about the role of the Attorney 
General's Office in fair housing complaints.  This information can be conveyed 
through a brochure, media focus on community involvement with fair housing, or 
through posters and other information displayed in prominent places.  

 Review local zoning laws and building codes and procedures to determine if such 
contribute to or detract from fair housing choices.  

 Conduct a community wide public opinion survey to assess public attitude about fair 
housing and housing discrimination.  Determine if there is an understanding of the 
terms, a perception that discrimination exists, and approval for local actions to 
remove any impediments.  This would be an excellent project for a high school class. 

 Conduct a survey to assess the community's housing needs and possible 
discriminatory housing practices.  The results of the survey should then be used to 
determine additional actions necessary to eliminate any discrimination practices. 

 Hold annual or a series of public meetings or forums on fair housing to discuss any 
problems residents may have had in obtaining housing appropriate to their needs.  
Speakers could include representatives from the Attorney General’s Office, the 
Department Real Estate and various statewide non-profit organizations that provide 
technical assistance on fair housing issues. 

 Encourage school and civic organizations to invite speakers to talk about fair 
housing.  Provide schools and organizations with a list of appropriate speakers to 
include those from: the Attorney General's Office, the Department of Real Estate, the 
Arizona Association of Realtors or residents of the community who have 
experienced housing discrimination or have worked in other communities to AFFH. 

 Conduct an Analysis of Impediments to Fair Housing study. Contact the ADOH Fair 
Housing Coordinator at (602) 771-1000 for how-to information. 
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Technical Assistance and Financial Resources 

• Technical Assistance 

In addition to a local board of realtors, the entities listed below may provide technical assistance 
to help communities comply with AFFH requirements: 
 

Southwest Fair Housing Council – Phoenix  Southwest Fair Housing Council - Tucson 
323 W. Roosevelt St. Suite 100B             2030 East Broadway, #101 
Phoenix, AZ 85003     Tucson, AZ  85719 
(602) 252-3423      (888) 624-2611 
www.swfhc.com     www.swfhc.com 
 
Arizona Department of Real Estate 
2910 North 44th Street, #100 
Phoenix, AZ  85018 
(602) 771-7799 
http://www.azre.gov 
 

Arizona Association of Realtors 
255 East Osborn Road, #200 
Phoenix, AZ  85012 
(800) 426-7274 
www.aaronline.com 
 

Arizona Office of the Attorney General – Civil Rights Section (3 locations): 
1275 West Washington Street    400 West Congress St., South Bldg. Ste. 315 
Phoenix, AZ  85007     Tucson, AZ  85701-1367 
(602) 542-5065      (520) 628-6504 
http://www.azag.gov 
 

1000 Ainsworth Drive, Suite A-210 
Prescott, AZ 86305 
(928) 778-1265 
 

Web Sites: www.fairhousing.com 
  www.hud.gov/offices/fheo/index.cfm 
 

• Financial Resources 

CDBG funds can be used for fair housing activities including funds for staff that devotes time to 
implementing AFFH actions; travel to attend AFFH training; the costs of printing a fair housing 
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brochure; letters to realtors; and prizes for essay or poster contests. In addition, a CDBG 
community may request funds for an AFFH planning activity which could cover the costs of an 
Analysis of Impediments to Fair Housing.  Note however, that AFFH costs, whether for 
administration or planning, are limited to 18% of the community's total CDBG application 
request.  

 
Communities may also identify other resources such as soliciting contributions from the real 
estate and lending communities and from civic organizations; using volunteers from various 
local organizations such as Boy and Girl Scouts Troops, other youth groups, schools, etc. (e.g. to 
assist in the distribution of pamphlets).  UGLGs should attempt to also commit local resources 
as a commitment to AFFH actions. 

 
• Documenting AFFH Actions 

UGLGs must document all actions and correspondence related to fair housing activities.  The file 
may include the following:  

o the community's Fair Housing Resolution or Proclamation;  

o fair housing posters, a list where such are posted or to which organizations or entities they 
have been mailed with the mailing dates;  

o notes regarding phone calls made and responses received;  

o letters mailed to various groups;  

o press releases;  

o newspaper articles related to fair housing; 

o PSAs and a list of stations to which they were sent;  

o poster or essay contest brochures;  

o an Analysis to Impediments to Fair Housing study;  

o minutes of a fair housing committee or task force meetings and a list of members;  

o a list of those asked to serve and serving on any such committee or taskforces;  

o funds spent for brochures, training, prizes for contests, mailings to schools or civic 
organizations, travel to and from training; 

o paid newspaper advertisements about AFFH; 

o newspaper notices requesting persons to serve on an AFFH committee;  

o copies of the federal and state fair housing laws, which can be a reference for other actions 
or requests by residents; 
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o The names, addresses and telephone numbers of citizen groups concerned with housing 
issues (e.g. fair housing groups, tenant associations, builders, real estate personnel); 
organizations representing specific populations groups (e.g. minorities, women, senior 
citizens); and other local organizations (e.g. advocacy groups, unions, voters' leagues).  

 
• Monitoring of AFFH Actions 

ADOH will monitor for compliance with AFFH requirements as described below. 
 

On-Site Monitoring 

CDBG Program staff will review an UGLG’s AFFH file during an on-site monitoring visit. 
This is to verify that the community implemented at least the minimum actions required.  

 
Contract Special Conditions 

In instances where prior AFFH actions have been limited or monitoring indicates non-
compliance, ADOH may condition the receipt of a future CDBG Funding Agreement on the 
community's implementation of such actions. 

 
• 504 / ADA Requirements 

Many laws directly or indirectly prohibit discrimination against persons with disabilities.  As 
seen in prior sections, these include Civil Rights and Fair Housing laws.  More specifically 
however, implementing regulations for Section 504 of the Rehabilitation Services Act of 1973, as 
amended, prohibit discrimination against persons with disabilities in all actions undertaken or 
funded by a local government.  The goal of Section 504 is to ensure that “No otherwise qualified 
individual with handicaps in the U.S. … shall, solely by reason of his/her handicap, be excluded 
from participation in, or be denied the benefits of, or be subjected to discrimination under any 
program or activity receiving federal financial assistance.”  

 
Note that 504 requirements apply to any community receiving CDBG funds.  Sub-recipients of 
CDBG funds such as non-profit agencies must also comply with certain components of 504. 

 
Title II of the Americans with Disabilities Act (ADA) applies to all state and local governments, 
whether or not they receive federal funds.  Although there are minor differences in definitions 
and requirements, compliance with Section 504 will generally ensure compliance with the ADA. 

 
• Funding For Section 504 Compliance 

CDBG administration funds from an existing or future Funding Agreement may be used to 
assist in the implementation of Section 504.  Funds may be used to pay staff salary for required 

ARIZONA DEPARTMENT OF HOUSING 50 



 
 CDBG Administration Handbook        Revised 08/2014 

actions, public notice costs, etc. Additionally, CDBG funds may be used to remove architectural 
barriers identified as part of the Section 504 process. 

 
• General Requirements 

UGLGs or entities receiving CDBG funds must comply with Section 504 regulations in four (4) 
areas: 

1. Communications 

2. Employment 

3. Self Evaluation Plan 

4. Transition Plan 
 

Communications  

o A Telecommunications Device for the Deaf (TDD/TTY) must be available for public access 
and all stationary, publications, and public notices must include the TDD/TTY number. 

o Another method of communication for the Deaf is the Arizona Relay Service.  For more 
information visit www.azrelay.org.  

o Be sensitive to the visually impaired when determining print size for a document. 

o All notices should include a “reasonable accommodation statement” such as “Persons with 
disabilities may request a reasonable accommodation such as a sign language interpreter by 
contacting ____________________ at ____________ as soon as possible.” 

 
Employment  

o UGLGs must ensure that employment practices (including those to whom it provides funds) 
do not discriminate on the basis of disability and that reasonable accommodations are made 
for employees with disabilities.  

o Application forms and recruiting materials should be reviewed to ensure there is no 
unintended discrimination. 

 
Self Evaluation Plan 

Self evaluation plans were to have been completed by July 10, 1989.  Thus, if a community has 
not yet done so, contact ADOH for guidance. 
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Transition Plan 

Those communities receiving CDBG funds must have provided ADOH with either a copy of the 
transition plan or a letter of assurance that such has been completed. If additional guidance is 
needed, contact the CDBG Program. 

 
• Additional Requirements for Larger Communities 

Those communities that employ fifteen (15) or more permanent full or part time employees must 
comply with regulations in an additional three (3) areas: 

1. 504 Coordinator 

2. Grievance Procedure 

3. Public Notice 
 

504 Coordinator 

One (1) designated employee must be responsible and have the authority for coordinating all 
504 responsibilities – a “504 Coordinator”.  

 
Grievance Procedure 

UGLGs must adopt a grievance procedure for all employees and beneficiaries.  (The same 
procedure does not have to apply to applicants for employment or benefits.)  This procedure 
may be integrated into the grievance/complaint procedure required by CDBG.  It must 
incorporate due process standards and allow for prompt resolution of complaints of alleged 
discrimination on the basis of disability. 

 
Notice 

All UGLGs should have by now published a notice notifying the public that it does not 
discriminate on the basis of disability and identifying the 504 Coordinator.  However, Section 
504 requires that the notification process be “ongoing.”  Thus, an UGLG should document how 
it complies with the ongoing notification requirement (e.g. website, print, posters, TV, radio 
etc.).   

 
• Housing and Section 504  

All multi-family housing that is assisted with federal funds must comply with Section 504 
requirements.  Note:  Public Housing Authorities have more requirements in addition to those 
listed below. 
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New Construction 

All new multifamily housing projects, including public housing, must be designed and 
constructed for accessibility.  A minimum of five percent (5%) or at least one (1), of the total 
dwelling units must be accessible for individuals with mobility impairments; two percent (2%) 
of the units or at least one (1), must be accessible for persons with hearing or vision 
impairments.  However, more units may be designated if census or other data indicates a need 
for such. 

 
Existing Housing 

Substantial alterations on multi-family units must meet the same requirements as new 
construction.  Substantial alteration is defined as one in which the cost of the alterations to a 
facility with fifteen (15) or more units equals or exceeds seventy-five percent (75%) of the 
replacement cost of the completed facility.  Generally, a minimum of five percent (5%) of the 
units in a project must be accessible. 

 
Other alterations and those to common areas such as entrances and lobbies, must be made 
accessible to the maximum extent feasible.  

 
UGLGs must give priority to the selection of projects that will result in accessible dwelling 
units. 

 
• Non-Profit/Sub-recipient Facility and Services  

UGLGs that provide CDBG funds to fund wholly or in part, non-profits or other sub-recipient 
facilities and services, must ensure that these facilities and services are accessible. 

 
• Technical Assistance Resources For 504/ADA  

UGLGs may utilize the Arizona Office for Americans with Disabilities and other resources for 
technical assistance in this area.  Some resources are listed below. 

 
Arizona Office for Americans with Disabilities 
1700 West Washington, #164 
Phoenix, AZ  85007 
(602) 542-6276 / TTY (602) 542-6686 
www.know-the-ada.com 

 
ADAAG Accessibility Guidelines 
www.access-board.gov 
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CHAPTER 5.  RE-ALLOCATION, FUNDING AGREEMENT REVISIONS, 

AMENDMENTS 

Allocation and Reallocation of Funds 

CDBG funds can only be used according to the ADOH Funding Agreement Budget, Scope of Work and 
Schedule of Completion.  To the extent that there are deviations from these Funding Agreement 
provisions, ADOH does one (1) of the following: 1) de-obligate funds; 2) recapture funds; or 3) amend 
the Funding Agreement. 
 

• De-obligation of Funds 

De-obligation is the action of removing funds from a Funding Agreement because of one (1) of 
the following: 1) the scope of work is completed using less CDBG funds than anticipated and 
leaving a balance of unexpended funds; 2) the original allocation was a loan and the loan was 
paid; 3) an activity was changed or cancelled (for reasons other than performance) resulting in 
excess funding; 4) program income is received that is not programmed for use; and 5) 
disallowed expenditures which includes ineligible expenditures and expenditures aged ninety 
(90) days or more with no request for reimbursement submitted to ADOH.  

 
De-obligated funds will be distributed according to the following order of priority. 
 
ADOH may reallocate de-obligated funds to the same community from which it was de-
obligated to an existing Funding Agreement of the same funding year based on the following 
criteria: 

o performance of the Funding Agreement from which the funds were de-obligated; and  

o ability to commit de-obligated funds to another open project of the same funding year that 
can immediately use the funds provided the new funds can be committed through an 
amended Funding Agreement fully executed within sixty (60) days.   

 
If ADOH cannot reallocate de-obligated funds according to the above criteria, the de-obligated 
funds will be redistributed by ADOH to the CDBG SSP Account. 

 
• Recapture of Funds 

Recapture is the action of removing funds from a Funding Agreement because of the following 
two (2) types of circumstance: 1) ADOH determines that CDBG funds were not used in 
compliance with the Funding Agreement or with federal regulations (constituting a Recapture 
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for Non-compliance); and 2) the recipient fails to perform according to the performance criteria 
outlined in the Funding Agreement scope of work, the Funding Agreement schedule and/or the 
performance criteria outlined in the text of the Funding Agreement (constituting a Recapture 
for Non-performance).  
Funds Recaptured for Non-compliance and Recaptured for Non-performance will be 
redistributed by ADOH to the CDBG SSP Account. 

 
• Funding Agreement Revisions 

Substantial changes to CDBG funded projects require Funding Agreement amendments, public 
participation, local government approval and ADOH approval.  Smaller changes can be 
accomplished administratively with ADOH approval.   There are three (3) ways to document 
changes: 

1. Changes to the Schedule on the Funding Agreement – Attachment B Performance 
Report/Schedule of Completion (“Performance Report”).  

2. Communication Letter Changes (CLC).  

3. Funding Agreement Amendment.  
 

Changes to the Schedule on the Funding Agreement – Attachment B Performance 
Report/Schedule of Completion (“Performance Report”) 

Every quarter, UGLGs must submit a Performance Report to ADOH.  Included on the 
Performance Report is the Schedule of Completion agreed to in the Funding Agreement with 
ADOH.  UGLGs must document on the Performance Report whether they have accomplished 
the milestones by the dates indicated on the Schedule of Completion.  In the cases where they 
are not meeting the accomplishment milestone deadlines, UGLGs must provide new dates and 
explanations for the deviation.  ADOH will review the date changes, explanations and the 
overall accomplishment milestones to determine if the project remains viable.  ADOH, at its 
discretion, may require additional documentation or agreements to conditions for the project to 
continue to proceed.  

 
After two (2) revisions to the Schedule of Completion, ADOH will require a formal conference 
with the UGLG to determine what corrective actions can be implemented to address project 
deficiencies.  Following the conference, ADOH will provide the UGLG with written corrective 
actions along with a timeline for completion.  If the UGLG fails to complete corrective actions 
ADOH may assign additional corrective action or recapture the funding for lack of progress. 

 
Note:  Changing the Funding Agreement expiration date requires a Funding Agreement 

amendment.  
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Communication Letter Changes 

The following changes require that UGLGs send a Communication Letter Change (CLC) to 
ADOH for approval.  ADOH will respond within ten (10) business days. A CLC is 
accomplished by completing a Form 1-R and sending it to the assigned CDBG Program 
Specialist along with revised Funding Agreement documents as necessary.  

o All Scope of Work changes.  (Submit Form 1-R and explanation). 

Note:  Scope of Work changes where the project is altered by fifty percent (50%) or such that 
it becomes a different activity requires a Funding Agreement amendment.  

o Funds moved from activity one (1) (administration) to activity two (2) (project) within the 
same Funding Agreement.  (Submit Form 1-R and a revised Budget).  

Note 1:  Funds moved from one activity to another activity of the same funding year but a 
different Funding Agreement requires a Funding Agreement amendment. 

Note 2:  Administration funds cannot be increased. 

Note 3:  Funds cannot be moved between activities of different program years. 

o The introduction of new funds into a project (e.g. HOME, bank financing, etc.).  (Submit 
Form 1-R and a revised Budget and Scope of Work, as applicable)  

Typically introducing new funds in a project will allow the scope of work to be expanded 
which will require either a CLC or amendment depending upon the extent of the change.  

o Changes in project team.  For example, if a City Engineer is replaced by a contracted 
engineer (Submit 1-R with and the details of new who and what is changing).  

 

Examples of when a CLC is required: 

 Community A decides to contract with a COG for grant administration instead of using 
UGLG staff as initially proposed in the application.  

 Community B determines that it is necessary to hire an architect/engineer instead of 
using in house staff as initially proposed in the application.  

 
Amendment 

A substantial change to an activity invokes public participation requirements and a request to 
ADOH for a Funding Agreement amendment.  Requests for an amendment must be 
submitted in writing at least thirty (30) days prior to the Funding Agreement expiration date.  
ADOH will respond within twenty (20) business days.  ADOH will evaluate whether to allow 
Funding Agreement amendments on a case-by-case basis.  Only two (2) amendments will be 
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allowed for each Funding Agreement.  An amendment is required if any of the following types 
of substantial change occur:  

o The purpose of the activity changes. 

o The location of the activity changes. 

o An activity is added, deleted or altered by fifty (50%) or such that it becomes a different 
activity.  

o The beneficiary of an activity changes. 

o An extension to the expiration of the Funding Agreement is requested. 

o Funds of a particular funding year moved from one contracted activity to another (different) 
contracted activity of the same funding year.  

Note:  Funds cannot be moved from one activity to another if they are not of the same 
funding year. 

 
If an amendment is not approved by ADOH for the above circumstances the alternative result 
may be de-obligation of funds, recapture of funds or Funding Agreement termination.  

  
Extension to the expiration of the Funding Agreement do not require public participation.  

 
UGLGs are encouraged to contact ADOH when considering a Funding Agreement amendment 
to discuss the revision requirements as well as any others that may be triggered by such (e.g. a 
new ERR). 

 
Examples of when an amendment request is required: 

 Community A will be unable to complete the streets project by the time the Funding 
Agreement expires.  An amendment is required to extend the termination date by three 
(3) months.  

 Community B decides that it will spend all of the funds allotted for street improvements 
in a specific neighborhood to instead install ramps, handrails, and curb cuts as 
accessibility improvements throughout the community.  This changes the activity from 
street improvements to removal of architectural barriers and changes the National 
Objective component and the number of beneficiaries.  

 A CLC Scope of Work changed the amount for activity two (2) by 25%.  Another change 
to the amount for activity two (2) of thirty percent (30%) is needed.  Since the total 
cumulative change exceeds fifty percent (50%), an amendment is required.  

 The activity changes.  
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All requests to amend an ADOH Funding Agreement must include the following: 

o A revised Form 1-R.  If the revision is unclear on Form 1-R or requires additional 
explanation, please include additional narrative and number sequentially details of the 
change.  

o Documentation of public participation including a local government resolution authorizing 
the amendment, as applicable.  

o A revised Scope of Work, as applicable. 

o A revised Budget, as applicable 

o A revised Schedule of Completion, as applicable  

o If a new activity, applicable revised application forms, maps and resolutions.  

o If the amendment is approved, the ADOH’s CDBG Program will prepare an amended 
Funding Agreement and initiate the same procedure used in executing the original Funding 
Agreement.  

Note:  UGLGs should review the requirements of A.R.S. §34-201(C) when considering budget 
changes for construction work by the entity’s own work force (force account) to ensure that 
bidding requirements are met, if applicable. 

 
Public Participation 

The following requirements apply to all amendments (except those that extend the Funding Agreement 
term or move funds between Funding Agreements as long as neither scope of work is increased or 
decreased by fifty percent (50%) or greater).  An UGLG must retain documentation of public 
participation, to include any comments received, in its CDBG Public Participation file. 
 

• Requirements 

Newspaper Display Advertisements 

Publish display advertisements in a newspaper of general circulation.  The advertisement must 
be published at least sixteen (16) days prior to the public hearings, allowing a fifteen (15) day 
period between the advertisement and the public hearing.   

 
Flyers, Bulletins and Information Notices  

Prepare and distribute flyers, bulletins or informational notices to neighborhoods and service 
centers and other places where low-income and minority populations are predominant.  Post in 
at least three (3) locations. 
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The amendment process is as follows: 

o Publish and post the Display Notice P-6. 

o Obtain approval of the change in a public hearing of the local governing body (City Council 
or Board of Supervisors) through which a Resolution is adopted.    

 
Amendment Public Hearing Newspaper Display Notice P-6 

The amendment public hearing must include the following:  

o date, time and location of the public hearing;  

o name, title and contact information for contact person for general assistance and for 
grievances;  

o a description of what CDBG funds are and what they can be used for; 

o a description of the proposed amendments to be discussed at the  public hearing during  
which public comment will be accepted; 

o proposed amendments  are available to the general public for review; 

o where amendments can be reviewed;  

o persons with disabilities or special language needs will be accommodated upon request; 
and 

o technical assistance will be provided to groups representing low and moderate income 
persons upon request.   

 
• Timeline 

Day  Action to be Taken 

1  Publish and post a Display Notice P-6 

15  End of public review and comment period 

16  Local Government adopts resolution or similar action to approve change 
 
Termination or Suspension of the Funding Agreement 

The Funding Agreement between ADOH and the UGLG contains several sections that describe the 
conditions for recapturing funds and terminating the Funding Agreement.  If ADOH determines 
recapture or termination of a Funding Agreement is necessary, the UGLG shall be notified of such 
pending action by certified mail, return receipt requested.  This notification will be provided to the 
chief elected official before the effective date of the action.  Copies will also be mailed to the CDBG 
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contact person.  The notification will specify the cause of the recapture or termination and will identify 
the remedy to avoid such action.  
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Instructions for Completing Form 1-R 
 
Top Left Corner:  Indicate whether this revision is to a Funding Agreement from the Regional Account, Colonia 
Set Aside or the State Special Project.  If from a Regional Account, indicate which COG by name (i.e. NACOG, 
WACOG, CAG or SEAGO).  
 
Top Right Corner:  Indicate the Funding Agreement number and the revision number.  Revisions should be 
numbered consecutively and denote whether they apply to an Amendment or a Communication Letter Change 
(CLC).  
 
Line Item Instructions 

1. Enter name of Unit of General Local Government [UGLG] (county, city or town) and DUNS number.  The 
DUNS number is a unique nine (9) digit number used for tracking federal funds. 

2. Enter mailing address for the UGLG. 

3. Enter the name(s) of the UGLG contact person(s).  If a Council of Government is involved, please also list 
the COG representative’s name and contact information. 

4. Enter the phone, fax and email of each individual CDBG Contact Person the UGLG uses.  (ADOH 
recommends that there be just one (1) official contact person).  A COG contact person, if a COG is 
administering the Funding Agreement, should also be listed. 

5a.  Indicate the number and name of each activity for the Funding Agreement. 

5b.  Indicate the original amount of CDBG funds, as per the original Funding Agreement between the State 
and the UGLG. 

5c.  Indicate the total CDBG funds for each activity as per the last revision.  If you have not had a prior 
revision, either indicate “not applicable” or bring forward the amounts from column “b”.  Either is 
acceptable. 

5d.  List any non-CDBG funds and their type (i.e. (1) Leverage; (2) Program Income; or (3) Other). 

5e.  List the amount of the CDBG revision in dollars and as a percentage of the original funds. 

5f.  List the new total CDBG funds after the revision. 

6. List the total CDBG funds, after the revision. 

7. Enter the beginning date and current expiration date of the Funding Agreement. 

8. Describe the revision.  This should include justification for any revision.  If additional pages are required, 
number all pages, including the 1-R sequentially. 

9. If moving funds between Funding Agreements issued from the same application, list those Funding 
Agreement numbers.  

10. This form must have an original signature.  Only the Mayor, Chair of the Board of Supervisors or other 
individual as authorized by Form CD-1 may sign the Revised Cover Sheet. 
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Send an original copy to ADOH via regular mail and keep a copy in UGLG’s application file. 
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CHAPTER 6.  DESK AND ON-SITE MONITORING  

Monitoring Visits and Technical Assistance 

• Introduction 

ADOH has implemented a monitoring system to ensure that CDBG funded activities carried 
out in furtherance of the State’s Consolidated Plan are done so in a timely manner in accordance 
with the federal monitoring requirements of 24 CFR 570.501(V) and all other applicable laws, 
regulations, policies and sound management and accounting practices.  

 
ADOH staff conducts monitoring of CDBG funded activities during all phases of each project 
based on a combination of a risk analysis and random sampling.  Forms and procedures to 
fulfill monitoring requirements have been developed and samples of all monitoring forms are 
provided later in this chapter.  

 
Because our goal is to assist each community in the implementation of its projects, UGLGs are 
strongly encouraged to consider CD&R Programs staff as a resource for technical assistance. In 
this way, ADOH can guide UGLG’s in completing a compliant and timely project that provides 
benefit.  

 
• Technical Assistance 

Although this chapter focuses on formal monitoring, we encourage all communities to contact 
ADOH (and/or a COG) for technical assistance before the formal monitoring process begins.  
Technical assistance includes guidance by phone, e-mail, letter and/or on-site visits.  

 
Desk monitoring can be another form of technical assistance.  By reviewing the various Funding 
Agreement-related documents, ADOH can help an UGLG avoid situations requiring corrective 
action. 

 
Requests for technical assistance are indications that the community is committed to designing 
and implementing a compliant project. 

 
• Types and Frequency of Monitoring 

The types and frequency of monitoring for CDBG funded activities are determined through a 
combination of risk analysis and random sampling.  In all cases, projects receive desk 
monitoring in some form.  On-site monitoring frequency is based largely on the scope of the 
project and capacity of the UGLG.  
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Desk Monitoring 

Desk monitoring is the review of documents by CD&R Program staff of items submitted to 
ADOH by the UGLG.  Desk monitoring forms (samples found in this handbook) can be used as 
a tool. 

 
Initial desk monitoring of CDBG funded activities includes a documented, detailed application 
review of national objectives, eligible activities, cost reasonableness, anti-speculation, 
citizen/public participation and certifications, housing rehabilitation guidelines, 
homeownership assistance guidelines, and sub-recipient agreements,.  

 
Prior to onset of project implementation, ADOH will conduct a desk monitoring of 
Environmental Review documentation and provide an E-13 Authority to Use Grant Funds to 
the UGLG.  

 
After the CDBG funded activities have begun implementation, ADOH will conduct desk 
monitoring on requests for payment, progress reports, procurement and contracting, 
acquisition, construction bids/contracts, labor standards including weekly payrolls and 
employee interviews, Section 3, closeout reports and audits as they apply to the scope of work 
for the project.  Grantees are notified, in writing, regarding the results of the review with 
compliance and/or due dates for corrective steps.  Chart 1.A provides more details on when 
desk monitoring activities are required and why. 

 
o Desk Monitoring Forms 

Samples of desk monitoring forms have been provided in this handbook.  There is at least 
one (1) form for each type of document to be submitted to ADOH.  UGLGs are encouraged 
to use the appropriate desk monitoring forms to determine which documents need to be 
submitted and to ensure that the documents contain the required items.  ADOH also 
recommends that UGLGs complete and submit the appropriate form with the document to 
expedite the review process.  Forms are available for download from the ADOH website at: 
http://www.azhousing.gov/ShowPage.aspx?ID=528&CID=16     

 
o Document Review and Approval 

UGLGs must allow at least ten (10) working days for review and approval of documents 
submitted to the CDBG Program.  Once the desk monitoring is complete, the UGLG will be 
given written notification that the document was either approved or needs additional work 
and the number of days in which to submit required corrections or revisions.  
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Chart 1.A - Activities that Require Desk Monitoring (alphabetically) 
  

Activities that Require  
Desk  Monitoring 

When Required Why 

Acquisition and/or 
Relocation 

When the UGLG will acquire land, 
including easements, and/or relocate 
as a part of its CDBG Funding 
Agreement, whether with CDBG 
funds or not. 

Funds will not be released for construction costs or 
to pay for the land until the acquisition/relocation 
forms have been approved.  

Agreements (sub-
recipient agreements, 
centers and facility 
agreements, operator, 
etc.) 

When the UGLG will contract with 
sub-recipient(s) and/or operators. 
Submit draft of agreement as soon as 
possible. (See Procurement & 
Contracting Handbook.)  

Funds will not be released for the sub-recipient 
(and possibly the entire activity) until the 
agreement has been approved. Funding 
Agreements will not be closed out until all 
agreements have been approved and signed by all 
concerned parties. 

Construction Bids When construction is part of an 
activity. Submit prior to advertising 
the bid. (See Procurement & 
Contracting Handbook.) 

Funds will not be released for that portion of the 
activity until the bid has been approved. 

Contracts When contracting with an engineer, 
architect, general contractor, etc. 
Note: If contract submitted as part of 
the bid or RFP package, it will be 
approved then. (See Procurement & 
Contracting Handbook.) 

Funds will not be released for that portion of the 
activity until the contract has been approved. 

ERR ALWAYS 
(See Environmental Review Handbook.) 

No Funding Agreements are forwarded for 
execution until the activity has received 
Environmental clearance. 

Homeownership 
Assistance 
Guidelines 

Submit as soon as possible or with 
the CDBG Application. 

Funds will not be released for a Homeownership 
Assistance activity until the HOAG’s have been 
approved. 

Housing Rehab or  
Commercial Rehab 
Guidelines 

Submit as soon as possible or with 
the CDBG Application. 

Funds will not be released for a rehab activity until 
the HRGs or CRGs have been approved. 

Labor Standards When a construction project is 
covered by Davis Bacon. Must 
Submit no later than with the first F-
3 for contractor payment. (See Labor 
Standards Handbook.) 

Funds will not be released to pay the contractor 
until the LS forms have been approved. 

Requests for Proposal Most often for engineering or 
architectural services but also 
includes RFPs for administrative 
services. Submit prior to advertising 
the RFP. (See Procurement & 
Contracting Handbook.) 

Funds will not be released for that portion of the 
activity until the RFP has been approved. 

Special Survey Submit for approval prior to 
conducting the special survey (see 

Special surveys MUST be approved in advance for 
the results to be accepted by the CDBG Program. 
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Application Handbook as this is done 
pre-application submittal). 
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On-site Monitoring 

In addition to desk review of CDBG funded activities, CD&R Program staff typically schedule 
at least one (1) site visit for each recipient on an annual basis.  However, for some CDBG 
projects it is unnecessary to perform more than one (1) on-site monitoring due to the scope of 
the project (e.g. purchase of fire equipment or public service activities such as staffing salaries 
for a domestic violence shelter, etc.).  Staff will also conduct an on-site monitoring visit as part 
of a Funding Agreement close-out. 

 
Prior to the on-site visit, CD&R Program staff will contact the UGLG to set up the appointment 
and send a letter of confirmation regarding the visit.  The letter will also include the files that 
staff expects to review.  All CDBG records shall be available for review during on-site visits.  
Appropriate personnel should be available. 

 
The on-site visit consists of a one (1) or two (2) day visit to the recipient agency to review 
records, inspect the project’s progress in completing required activities and meet with staff 
responsible for the project.  On-site monitoring visits include the following components:  

 entrance/exit conferences; 

 documentation/file review; and 

 viewing of the project (as applicable). 

CD&R Program staff asks that the UGLG provide a room for the conferences and 
documentation/file review that has sufficient space to work comfortably and with minimal 
interruption. 

 
Activities such as planning grants, pre-development loans and operating subsidies are more 
service oriented in nature and do not require actual “on-site” inspection of activities.  ADOH 
will monitor the delivery of these services by such methods as observation, requiring tangible 
deliverables and other methods deemed appropriate.   

 
Samples of the forms used by ADOH for on-site visits are provided in this handbook.  A review 
of those forms can provide the UGLG with a general idea of which files will be reviewed. 

 
The Closeout Visit 

The Close-out on-site monitoring visit must be completed before the Funding Agreement can be 
closed out.  This on-site monitoring visit includes document review as well as a visit to the 
completed project (except for planning grants).  
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On-Site Monitoring Follow Up 

Within thirty (30) days of an on-site monitoring visit, staff will provide written monitoring 
comments to the recipient in the form of a monitoring visit follow-up letter (MVL).  The letter 
includes, at a minimum, the date of review and those present during the review, results of the 
monitoring (satisfactory performance, concern or finding), a statement describing the basis for 
each conclusion, instructions on what the recipient must do to address any area of concern or 
finding and a deadline by which the recipient must respond.  In extreme cases of non-
compliance, staff must determine if an additional on-site monitoring visit is necessary before an 
issue can be adequately resolved.  In all cases, staff will work with recipients to come to a 
satisfactory resolution. 

 
Not Responding to an MVL 

ADOH will outline any concerns in a letter to the CDBG contact person indicating the reply due 
date.  The UGLG is required to respond or it will be considered non-compliant.  

 
If no response is received by the reply due date, the contact person will receive a follow up 
communication via e-mail.  If no response is received, the local government's Chief Elected 
Official and the Chief Administrative Officer will be notified.  The communication will also 
state that funds will not be released and no other documents or actions will be approved until a 
satisfactory response to the concern is received.  

 
An outstanding concern is evidence of non-compliance and therefore a threshold issue which 
could potentially make an UGLG ineligible to apply for future funds. 

 
Extensions to the reply due date may be approved on a case by case basis if requested in writing 
and a valid reason is provided.  CD&R Program Staff reserve the right to decline requests for 
extension to reply.  Extension communication may be provided by email.  

 
• Sub-recipient Monitoring 

UGLGs are responsible for ensuring that CDBG funds are used by their sub-recipient in a 
manner compliant with CDBG Program requirements. UGLGs shall periodically visit their sub-
recipient’s offices and conduct a formal on-site monitoring visit at least twice during the term of 
the Funding Agreement. This is in addition to the monitoring of the UGLG conducted by CD&R 
Program Staff.   
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Desk Monitoring Forms 

 
• Bid Document/Construction Procurement 

• Commercial Rehabilitation Guidelines (CRGs) 

• Equipment-Materials Procurement 

• ERR (please refer to the Environmental Review Handbook available on ADOH Website at: 
http://www.azhousing.gov/ShowPage.aspx?ID=387&CID=16  

• Homeownership Assistance Guidelines (HOAGs) 

• Housing Rehabilitation Guidelines (HRGs) 

• Labor Standards – Interview & On-site Inspection 

• Labor Standards – Payroll-Statement of Compliance 

• Professional Services Contract – Agreement 

• Professional Services Procurement 

• Special Survey 

• Sub-recipient Agreement 
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Bid Documents/Construction Procurement (page 1 of 2) 
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Bid Documents/Construction Procurement (page 2 of 2) 
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Commercial Rehabilitation Guidelines (CRG’s) (page 1 of 2) 
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Commercial Rehabilitation Guidelines (CRG’s) (page 2 of 2) 
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Equipment/Materials Procurement  
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Homeownership Assistance Guidelines (HOAG’s) (page 1 of 3) 
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Homeownership Assistance Guidelines (HOAG’s) (page 2 of 3) 
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Homeownership Assistance Guidelines (HOAG’s) (page 3 of 3) 
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Housing Rehabilitation Guidelines (HRG’s) (page 1 of 3) 
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Housing Rehabilitation Guidelines (HRG’s) (page 2 of 3) 
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Housing Rehabilitation Guidelines (HRG’s) (page 3 of 3) 
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Labor Standards (Interview & On-site Inspection) 
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Labor Standards (LS 4/5 Payroll/Statement of Compliance) (page 1 of 2) 
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Labor Standards (LS 4/5 Payroll/Statement of Compliance) (page 2 of 2) 
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Professional Services Contract/Agreement (page 1 of 2) 
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Professional Services Contract/Agreement (page 2 of 2) 
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Professional Services Procurement (page 1 of 2) 
 
 

ARIZONA DEPARTMENT OF HOUSING 87 



 
 CDBG Administration Handbook        Revised 08/2014 

Professional Services Procurement (page 2 of 2) 
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Special Survey (page 1 of 3) 
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Special Survey (page 2 of 3) 
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Special Survey (page 3 of 3) 
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Sub-recipient Agreement (page 1 of 2) 
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Sub-recipient Agreement (page 2 of 2) 
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On-Site Monitoring Forms 

 
• 504 / ADA – Construction, Rehab or ROB Activities 

• 504 / ADA – Grantee Facilities 

• Acquisition 

• AFFH 

• Civil Rights and EEO Information 

• Construction Contracts 

• File Memorandum 

• Financial Management System 

• Financial Systems Survey 

• Homeownership Assistance 

• Housing Rehabilitation – Beneficiary Files 

• Housing Rehabilitation – Program Files 

• Labor Standards 

• Procurement & Contracting 

• Public Participation 

• Section 3 

• Special Survey  
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504 / ADA – Construction, Rehab or ROB Activities (page 1 of 3) 
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504 / ADA – Construction, Rehab or ROB Activities (page 2 of 3) 
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504 / ADA – Construction, Rehab or ROB Activities (page 3 of 3) 
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504 / ADA – Grantee Facilities (page 1 of 6) 
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504 / ADA – Grantee Facilities (page 2 of 6) 
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504 / ADA – Grantee Facilities (page 3 of 6) 
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504 / ADA – Grantee Facilities (page 4 of 6) 
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504 / ADA – Grantee Facilities (page 5 of 6) 
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504 / ADA – Grantee Facilities (page 6 of 6) 
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Acquisition 
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AFFH (page 1 of 2) 
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AFFH (page 2 of 2) 
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Civil Rights and EEO Information 
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Construction Contracts (page 1 of 2) 
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Construction Contracts (page 2 of 2) 
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File Memorandum (page 1 of 3) 
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File Memorandum (page 2 of 3) 
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File Memorandum (page 3 of 3) 
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Financial Management System (page 1 of 3) 
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Financial Management System (page 2 of 3) 
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Financial Management System (page 3 of 3) 
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Financial Systems Survey (page 1 of 3) 
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Financial Systems Survey (page 2 of 3) 
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Financial Systems Survey (page 3 of 3) 
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Homeownership Assistance (page 1 of 3) 
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Homeownership Assistance (page 2 of 3) 
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Homeownership Assistance (page 3 of 3) 
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Housing Rehabilitation – Beneficiary Files (page 1 of 3) 
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Housing Rehabilitation – Beneficiary Files (page 2 of 3) 
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Housing Rehabilitation – Beneficiary Files (page 3 of 3) 
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Housing Rehabilitation – Program Files (page 1 of 2) 
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Housing Rehabilitation – Program Files (page 2 of 2) 
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Labor Standards (page 1 of 4) 
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Labor Standards (page 2 of 4) 
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Labor Standards (page 3 of 4) 
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Labor Standards (page 4 of 4) 
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Procurement & Contracting (page 1 of 3) 
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Procurement & Contracting (page 2 of 3) 
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Procurement & Contracting (page 3 of 3) 
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Public Participation 
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Section 3 
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Special Survey  
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Sub-recipient Monitoring Forms 

 
 

• UGLG Sub-recipient Monitoring Form 
• Sub-recipient Financial Management System 
• Homeownership Assistance Sub-recipient Monitoring Form 
• Housing Rehabilitation Sub-recipient Monitoring Form 
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UGLG Sub-recipient Monitoring Form (page 1 of 3) 

ARIZONA DEPARTMENT OF HOUSING 138 



 
 CDBG Administration Handbook        Revised 08/2014 

UGLG Sub-recipient Monitoring Form (page 2 of 3) 
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UGLG Sub-recipient Monitoring Form (page 3 of 3) 
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Sub-recipient Financial Management System (page 1 of 2) 
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Sub-recipient Financial Management System (page 2 of 2) 
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Homeownership Assistance Sub-recipient Monitoring Form (page 1 of 3) 
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Homeownership Assistance Sub-recipient Monitoring Form (page 2 of 3) 
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Homeownership Assistance Sub-recipient Monitoring Form (page 3 of 3) 
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Housing Rehabilitation Sub-recipient Monitoring Form (page 1 of 3) 

ARIZONA DEPARTMENT OF HOUSING 146 



 
 CDBG Administration Handbook        Revised 08/2014 

Housing Rehabilitation Sub-recipient Monitoring Form (page 2 of 3) 
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Housing Rehabilitation Sub-recipient Monitoring Form (page 3 of 3) 
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CHAPTER 7.  PROJECT REPORTS 

Performance Report/Schedule of Completion (PR) 

Performance Reports, also known as Attachment B to the Funding Agreement, are provided to the 
UGLG by ADOH and are due on a quarterly basis.  ADOH at its discretion can require more frequent 
submissions. These reports serve as a tool for the UGLG and for ADOH so that we can best ensure that 
the project is on schedule. A sample Attachment B Performance Report/Schedule of Completion Form 
in included in this chapter.  
 
Project Status Reports (PSR) 

Project Status Reports (PSR) are used by the UGLG’s non-profit sub-recipient to demonstrate that the 
project is serving the people it was intended to serve and that milestones and objectives of the project 
are met.  As an example these reports might be used for a non-profit sub-recipient to report to the 
UGLG on the hours of operation and numbers of persons utilizing the Public Service-type activities of 
the non-profit.  Your CD&R Program Specialist will let you know at the time of Scope of Work 
development, if such is applicable to your project.  A sample Project Status Report is included in this 
chapter.  
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Performance Report/Schedule of Completion (PR) 
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Project Status Report (PSR) 
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CHAPTER 8.  CLOSEOUT REPORTS 

Introduction to Closeout Reports 

The CDBG Program’s Closeout system establishes procedures to ensure that all applicable 
administrative actions and projects within each Funding Agreement have been completed by the 
grantee and approved by CDBG, and that the National Objective for each activity has been met. 
 
HUD requires that a Closeout system include procedures relating to termination and suspension of a 
contract; submittal of reports; refunds; settlements and adjustments of funds; contract audits; and 
accounting for all property acquired with CDBG funds. Samples of all Close Out forms are included in 
this chapter.  
 
When to Closeout 

The Closeout report is due no later than sixty (60) days after either the Funding Agreement 
terminates/expires or all CDBG and leverage funds have been expended.  A grantee cannot submit a 
signed Closeout Report (CO) until all CDBG funds have been received and disbursed.  
 

• Zero Balance 

A Closeout Due Memo will be sent to the grantee when ADOH approves the final RFP causing 
the project budget to result in a zero balance.  

 
• De-obligated Funds 

With submittal of the final RFP, any remaining funds are to be de-obligated by ADOH.  ADOH 
will then send a Closeout Due Memo.  

 
• Funding Agreement Expiration 

When the Funding Agreement has expired, the UGLG will receive a Closeout Due Memo 
within thirty (30) days of expiration.  The UGLG must request reimbursement for expenditures 
incurred prior to the expiration of the Funding Agreement, receive and disburse such funds and 
complete the CO by the due date stated in the memo.   
 

• Funding Agreement Termination for Cause or Convenience 

If the Funding Agreement is terminated by ADOH for either cause or convenience, the UGLG is 
still responsible for completing and submitting a CO.  ADOH will send a Closeout Due Memo 
after appropriate notification to the grantee. 
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Due Date Extensions 

Extensions to the CO due date may be approved on a case by case basis if requested in writing and a 
valid reason is provided.  Extensions to the due date for the CO should be requested at least 30 days 
prior to the due date established in the Close Out Due Memo. CD&R Program staff reserve the right to 
decline requests for extension to submit.  Extension communication may be provided by email.  
 

• Special Circumstances 

CDBG Funds That Do Not Directly Meet A National Objective 

If the national objective benefit is not directly achieved by the completion of the CDBG funded 
activity, then the CO must address both items.   For example, if the activity is an infrastructure 
for economic development project, the CO must describe both the CDBG funded water line 
extension that has been completed and the construction of the factory expansion which resulted 
from the line extension.  It must also include information about the people who applied for and 
received jobs as a result of the project. 

 
If the national objective benefit is to be achieved more than six (6) months after the final 
disbursement of CDBG funds, it is strongly recommended that the grantee submit a draft CO 
report.  

Example:  If a sewer lift station which is necessary to allow for the development of a new self 
help housing project is completed in December but the last self help house will not be 
completed until the following September, a draft CO should be submitted by the due date, with 
a notation about a final date for submittal. 

 
Preparing the Closeout 

The grantee should double check all figures in the CO to ensure that there are no discrepancies 
between sections or with other documents as described below. 
 
Before beginning to prepare a CO, the grantee should gather the following documents: 

• The Funding Agreement and all revisions; 

• All RFPs and Disbursement Documentation forms (F-3,F-4); 

• The Business Opportunities Report (which should be maintained on an on-going basis) for all 
contracts and purchase orders; and 

• Construction reports or other documents describing the actual work completed. 
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• Closeout Report Checklist 

Before submitting the CO to the CDBG Program, the grantee should use the CO Checklist to 
ensure that the CO is correct and complete.  The Checklist must be submitted to the CDBG 
Program. 

 
• Certifications 

The Chief Elected Official (or designee per CD-1) should review the entire CO, and read and 
sign the Certifications. 

 
• Draft Closeout Reports 

ADOH welcomes draft CO.  CDBG Program staff will review the report before it is in final form 
and work with the grantee to ensure its accuracy.  The Chief Elected Official should not sign the 
draft report. 

 
Administrative Closeout 

An Administrative Closeout (AC) is applicable when all final reports have been received, reviewed and 
found acceptable; and to ADOH’s knowledge, all Funding Agreement activities have been satisfactorily 
completed according to the terms of the Funding Agreement and there are no known issues of non-
compliance. 
 
All audits for fiscal years in which the UGLG received funds from ADOH must be received, reviewed 
and found to be acceptable by the ADOH Accounting Division.  If any costs are questioned by ADOH 
as a result of any current or future audit conducted after the date of AC, and ADOH disallows such, the 
UGLG will be required to refund such monies back to ADOH. 
 
CDBG Program Review 

• Closeout Report Acknowledgment 

Within ten (10) working days of receipt of the CO, ADOH will acknowledge such and provide 
an estimated date for review.  Generally, the CO review will be within thirty (30) days of 
receipt.  This acknowledgment is not an approval of the Closeout Report. 

 
• Consistency Review 

ADOH will check for all items indicated on the CO Checklist, which include: 

o The total shown on the Section I - Business Opportunities Report (BOR) shall be equal to the 
total of funds received (CDBG and Leverage) as shown in Section III - Contract Accounting.  
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o The Section I – BOR is fully completed and all information regarding the contractor/vendor 
is included.  

o The list of providers on the Section I - BOR must be supported by other information in the 
file (e.g. contractor’s verification forms, professional services contracts and the names of the 
vendors on the RFPs). 

o The total amount of CDBG dollars expended per activity on the Section II – Performance 
Report is the same as that shown on the total of the RFPs.  

o The total number of beneficiaries as stated in the Section II.C Performance Report and the 
total number of homes rehabbed or built, if a direct benefit activity; is the same as that 
shown in Section IV – Demographic Spreadsheet. 

o The total of assistance per home on the Section IV – Demographic Spreadsheet is supported 
by the RFPs and is consistent with the information on the BOR. 

o The non-financial information in the Funding Agreement file, including contractor’s 
verifications, weekly payroll reports, contracts for professional services, and other 
correspondence is consistent in all sections. 

 
• Page Numbering 

Pages shall be numbered consecutively.   
 

• Outstanding Monitoring Issues 

CDBG staff will determine whether the grantee has responded to all concerns identified in desk 
or on-site monitoring visit follow-up letter(s) and that ADOH has accepted such responses.  No 
CO shall be approved until all such issues have been resolved. 

 
• On-Site Monitoring Visit 

A CO cannot be approved unless the Funding Agreement has been monitored on-site at least 
once. Planning only grants may be closed out based on desk monitoring only.   

 
At the discretion of ADOH, a CO may be approved even though the last on-site visit was 
conducted before the disbursement of all funds.  This may occur if the project was completed 
(or almost completed) at the time of the last visit and prior monitoring has indicated no 
financial or other compliance concerns. 

 

ARIZONA DEPARTMENT OF HOUSING 155 



 
 CDBG Administration Handbook        Revised 08/2014 

• Audits and Closeout Report Approval 

ADOH may withhold approval of a CO until approval of the next fiscal year’s audit, including 
the resolution of all issues based on any of the following reasons:  

o audits covering any portions of the Funding Agreement have not been received and 
reviewed by ADOH Accounting Division;  

o prior audit reports identified serious concerns and resulted in disallowed costs; or  

o outstanding audit issues remain unresolved. 
 
Records Retention 

• Administrative Closeout 

If ADOH approves an AC, the grantee must retain all records relating to the Funding 
Agreement according to the retention schedule provided by ADOH. Please see the Records 
Retention section of Chapter 2. File and Recordkeeping Requirements of this handbook for 
further information.  

 
Closeout Report Approval 

• Signature 

CD&R staff may make minor and non-substantive corrections to the CO (e.g. correcting an 
obvious transposition of numbers).   If there are no other concerns, the Program Administrator 
will approve the CO and the CD&R Specialist will forward a copy of the approved document to 
the UGLG. 

 
• Special Conditions 

In rare circumstances, the CO may be approved with a Special Condition regarding additional 
reports.  The Special Condition is usually identified in the Funding Agreement.  If a Special 
Condition is incorporated into the CO, it will be attached to the CO and indicated in the 
transmittal letter. 

 
• Mailing 

A transmittal letter and a copy of the entire CO will be emailed to the CDBG contact person.  
The original CO will be retained at ADOH. 

 
Nomination for CDBG Award 

Every year as part of HUD’s Annual Reporting the State, CDBG Program recommends an outstanding 
CDBG project to HUD for an award.  
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UGLGs may nominate their completed project to ADOH.  Nominations should focus on the innovative 
character of the project and its significance to the community.  UGLGs may submit a nomination as 
part of the Closeout package; indicate such on the Closeout Report Checklist.  Please contact ADOH for 
the current year nomination form.  Nominations will also be solicited through other mailings. 
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Sample Closeout Forms 

 
• Closeout Due Memorandum 

• Administrative Closeout Letter 

• Closeout Certifications (Form C-6) 

• Closeout Report Checklist 

• Section I. – Business Opportunity Report (BOR) 

• Section II. – Performance Report 

• Section III. – Contract Accounting (Form C-9) 

• Section IV. – Demographic Spreadsheet 

• Section V. – Job Creation Retention Statement 

• Annual Report for a CDBG-Funded Facility 

• Project Award Nomination 
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Closeout Due Memorandum 
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Administrative Closeout Letter (page 1 of 2) 

ARIZONA DEPARTMENT OF HOUSING 160 



 
 CDBG Administration Handbook        Revised 08/2014 

Administrative Closeout Letter (page 2 of 2) 
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Closeout Certifications (Form C-6) 
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Closeout Report Checklist 
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SECTION I. – Business Opportunity Report (BOR) 
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SECTION I. – Business Opportunity Report (BOR) Instructions 
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SECTION II. – Performance Report 
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SECTION II. – Performance Report Instructions 
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SECTION III. – Contract Accounting (Form C-9) 
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SECTION IV. – Demographic Spreadsheet 
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SECTION V. – Job Creation Retention Statement  
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SECTION V. – Job Creation Retention Statement Instructions 
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Annual Report for a CDBG-Funded Facility 
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Project Award Nomination 
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CHAPTER 9.  FILE CHECKLISTS 
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Sample File Checklists 

 
• Application, Contract and Closeout 

• Civil Rights/EEO/Affirmative Action 

• Correspondence 

• 504/ADA Requirements 

• Affirmatively Furthering Fair Housing (AFFH) 

• Housing Rehabilitation Beneficiary Files 

• Housing Rehabilitation Program Files 

• Financial Management and Audits 

• Public Participation 
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Application, Funding Agreement and Closeout 
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Civil Rights/EEO/Affirmative Action 
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Correspondence 
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504/ADA Requirements (page 1 of 2) 
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504/ADA Requirements (page 2 of 2) 
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Affirmatively Furthering Fair Housing (AFFH) 
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Housing Rehabilitation – Beneficiary Files (page 1 of 2) 
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Housing Rehabilitation – Beneficiary Files (page 2 of 2) 
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Housing Rehabilitation – Program Files  

ARIZONA DEPARTMENT OF HOUSING 184 



 
 CDBG Administration Handbook        Revised 08/2014 

Financial Management and Audits 
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Public Participation (page 1 of 2)  
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Public Participation (page 2 of 2)  
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CHAPTER 10.  PROCLAMATION AND RESOLUTIONS 
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Sample Proclamation and Resolutions 

 
• Fair Housing Proclamation 

• Fair Housing Resolution 

• Resolution to Amend Existing CDBG Program Contract 
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Fair Housing Proclamation 
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Fair Housing Resolution (page 1 of 2) 
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Fair Housing Resolution (page 2 of 2) 
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Resolution to Amend Existing CDBG Program Contract 
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