MEMORANDUM
TO:

COUNTYWIDE PRIORITY SETTING COMMITTEE

FROM:

Roy Bateman, Community Development Coordinator

SUBJECT:

Selection of Additional Priority Setting Committee Members
Policies to Adjust to Funding Cuts

DATE:

February 12, 2012

The Countywide Priority Setting Committee will hold a public hearing on
Thursday, February 16, 2012, at 7:00 p.m., in the Council Chambers, San
Rafael City Hall, 1400 Fifth Avenue, San Rafael, California. Please note the
meeting location. The purpose of the hearing is (1) to select additional
members for the Countywide Priority Setting Committee and its
subcommittees to accomplish the goal of adding representatives of racial and
ethnic minorities and people with disabilities and (2) to consider policies to
adjust to a 19% funding cut in the Community Development Block Grant
(CDBG) Program and a 46% funding cut in the HOME Program.
Selection of Additional Priority Setting Committee Members
In September 2011, the CDBG Countywide Priority Setting Committee
approved an Analysis of Impediments to Fair Housing Choice (AI), including
an Implementation Plan that sets out a variety of actions intended to improve
the County’s performance around fair housing issues in Marin. The AI was
approved by the Marin County Board of Supervisors in October 2011. One of
the recommendations in the AI was the expansion of the CDBG Priority
Setting Committee to add representatives of racial and ethnic minorities and
people with disabilities.
Please note that each of the CDBG local area committees (Lower Ross
Valley, Richardson Bay, San Rafael [for public service funds only], Upper
Ross Valley, and West Marin) has the option to add one new member
representing racial and ethnic minorities and/or people with disabilities.
The San Rafael City Council (which serves as the San Rafael local committee
for housing and capital funds only) and the Novato City Council (which serves
as the Novato local committee) could choose to create a CDBG advisory
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committee that includes community representatives of racial and ethnic
minorities and people with disabilities, but this is strictly each City’s option.
In addition, the Countywide Priority Setting Committee can be expanded to
add one or more representatives of racial and ethnic minorities and people
with disabilities.
At the February 16, 2012 meeting, the Priority Setting Committee members
from each Planning Area will be asked to decide whether to expand their
Local Area Committee, and if so, the Committee members from that Planning
Area would select the additional member of the Local Area Committee. At the
same meeting, the Countywide Priority Setting Committee will be asked to
vote on whether to expand itself and, if so, who should be its new members.
Further details are in the attached letter, dated January 4, 2012, from the
Marin County Community Development Agency to the Priority Setting
Committee members. A list of applicants for the openings on the Priority
Setting Committee and its local area subcommittees is also attached, along
with copies of their applications.
Potential Policies to Adjust to CDBG and HOME Funding Cuts
Basic Eligible Activities
For CDBG, the basic eligible activities are housing acquisition, housing
rehabilitation, acquisition of sites for housing development, off-site
improvements that support housing development, fair housing services, public
facilities, community centers, homeless shelters, senior centers, parks,
removal of architectural barriers, and public services. Public services include
a broad range of human services but are limited to 15% of the grant.
For the HOME Program, the basic eligible activities are construction and
rehabilitation of housing, site acquisition for housing development, tenantbased rental assistance, and homebuyer assistance.
Grant Amounts Shrink While HUD Restrictions Increase
For the 2012-13 program year, Marin’s CDBG allocation is being cut by 19%,
with an expected grant amount of $1,166,041. Marin’s HOME allocation is
being cut 46%, with an expected grant amount of $594,462.
At the reduced funding level, we will likely be able to fund only one HOME
project per year, maybe two at most.
HOME regulations require us to spend 15% of each year’s HOME grant for
Community Housing Development Organization (CHDO) projects, so our first
(and perhaps only) HOME project each year must be a CHDO project. The
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U.S. Department of Housing and Urban Development (HUD) requires a
CHDO to set aside 1/3 of Board positions for low-income people or their
representatives.
Increasingly, the ability to spend funds quickly has become a requirement for
both CDBG and HOME. Under pressure from Congress, HUD is becoming
more aggressive about taking CDBG and HOME funds away from
communities that can’t spend them fast enough. As for CDBG, HUD takes
sanctions if, on the annual test date in late April, a community has unspent
funds that exceed 1.5 times its annual CDBG grant amount. As our CDBG
grant declines, the amount of unspent funds we can hold also declines. For
the HOME Program, funds must be committed within 2 years, and any funds
used for projects which are not completed within 5 years of the commitment
date must be repaid to HUD.
In the implementation of these rules, no exceptions are made for California or
the CEQA process. HUD timely spending and project readiness requirements
may force us to prioritize projects that are ready to proceed quickly. These
“safe projects” may not be the projects that are our top priorities on other
criteria. In order to retain funding commitments and meet spending
deadlines, it will be increasingly important for local governments to do what
they can to help affordable housing projects get through the approval process
quickly.
In the current financial environment, it’s increasingly important that locallybased funders collaborate, focusing funding from all sources on a single
project so that it can proceed. Otherwise, we could end up with many
partially-funded stalled projects. There is an increased need to collaborate
with staff of County Health and Human Services, the Marin Housing Authority
(which has designated rent subsidies to support development projects), Marin
Community Foundation, and other locally-based funding sources.
HUD fair housing staff are clear that they do not want to see HUD funds used
to build housing located in minority neighborhoods that fills up with only
minority tenants. From this perspective, Marin would be prudent to use
CDBG and HOME funds to support only those housing projects which are
located outside areas of minority concentration, and can also successfully
accomplish affirmative marketing so that the residents will be a more diverse
group than the surrounding neighborhood. These efforts would be consistent
with the County’s Analysis of Impediments to Fair Housing Choice.
Thinking About Priorities
Some counties and cities designate very specific priorities for their CDBG and
HOME funds. In the last few years, we’ve heard suggestions for priorities in
Marin, such as:

PAGE 4 OF 8






Homelessness prevention
Housing development for extremely low income people
Housing-related programs
Rental assistance (eligible for HOME funds only)

Because the County operates CDBG and HOME on behalf of all the local
governments in Marin, any selection of priorities should be decided by the
Countywide Priority Setting Committee.
Any new countywide priorities should accommodate the priorities of the San
Rafael and Novato city councils. Both cities are large enough to receive
funds independent of the County if they so choose. Under the terms of the
City-County Cooperation Agreements, San Rafael and Novato are already
exempt from the Priority Setting Committee’s policy that each planning area
must spend at least 30% of its funds on housing. San Rafael has prioritized
using $300,000 per year from its CDBG allocation for curb cuts required by a
settlement with the Department of Justice. This year, the CDBG grant won’t
be enough to yield $300,000 for this purpose, so San Rafael may not have
any discretionary CDBG funds for housing or capital projects. Novato has
less specific priorities, but is accustomed to a process where its staff makes
recommendations and the Council actively reviews those recommendations.
Project re-framing is also a potential pitfall of prioritization. If we pick a
priority, many applicants will try to make the case that their projects fit the
priority. For example, if we restrict funds to housing-related projects, child
care providers may insist that child care is an essential support that keeps
tenants from losing their housing.
As grants shrink, some would say that is all the more reason to focus the
funds on clearly defined priorities. However, setting priorities doesn’t
necessarily mean that we will receive applications for those categories which
are also feasible, timely, meet other HUD guidelines, and can attract other
funding. Another approach is collaboration with other funders in a thoughtful
ongoing process that includes mutual dialogue about community needs and
what each funder is prepared to support.
On February 7, 2012, the Board of Supervisors held a workshop session on
the CDBG and HOME Programs. Although the Board did not vote on any
specific action, Board members made a variety of comments:
• There is value in the sequential process where staff makes
recommendations, the Planning Area Committees meet, and then the
Priority Setting Committee meets.
• There would be value in articulating general priorities, and applying
that lens to the application selection process, but without locking-in
overly specific priorities. Homelessness prevention and low income
housing should be a lens for decisions about how to allocate funds.
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•
•

•

•
•
•
•

The one lens we need to look through this year is promoting fair
housing and equal opportunity.
Priorities should be timely project completion, leveraging, and activities
that support the implementation plan for the Analysis of Impediments
to Fair Housing Choice.
Given the many restrictions imposed on CDBG and HOME, we should
maintain maximum flexibility. Maybe it isn’t time for more specific
priorities.
Can we characterize prioritization as a focus, not as a restriction?
Bigger allocations for fewer projects create more impact.
We should have a sense of how our partners performed with their
funds.
Coordination with other funders is a way for interesting concepts to
bubble up.

Staff recommends that we coordinate with other local funders, since we no
longer have enough CDBG and HOME funds to have a significant impact on
our own. Staff recommends that we be cautious about adopting any new
priorities, since HUD has already imposed so many choice-limiting
requirements.
Administrative Cost Pressure
It is becoming more of a challenge to operate the CDBG program within the
administrative allowance set by the regulations. CDBG regulations limit
administrative expenses to 20% of available funds. The list below shows the
trend in the percentage of CDBG funds spent for administration in recent
years:
Fiscal Year
1999-2000
2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
2009-2010
2010-2011

Percentage of CDBG Funds
Spent for Administration
12.97%
15.86%
17.57%
13.21%
11.09%
13.09%
15.13%
16.62%
19.50%
16.74%
19.87%
20.00%*

*The 2010-2011 entry includes $65,500 booked as an unliquidated
obligation for accrued liability for future retiree health benefits, which
has the effect of reducing our administrative percentage in the future.
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Administrative, monitoring, and regulatory requirements from the federal
government have been increasing. Congress wants greater accountability
and more recordkeeping, and as HUD enhances its computer system, we are
asked to feed that system more information. Changes in government
accounting standards and local accounting systems require more complex
work to assure that transactions are posted correctly, almost doubling our
cost of accounting services. We need to contribute our share of the cost to
build a reserve for retiree health benefits. The CDBG Program has cut staff
hours, reducing staff from 3 to 2.5 FTE, which has reduced costs but did not
affect workload. One way to reduce the administrative workload to match the
reduction in staff hours would be to reduce the number of projects we have to
administer.
There are certain fixed costs of basic HUD compliance, reporting, and
monitoring of past projects. There are no indications that Congress or HUD
will reduce the administrative requirements they impose on localities. There
are also variable costs for contract administration, reporting, invoice
processing, and accounting, which are largely dependent on the number and
complexity of projects we fund. The CDBG program regulations allow us to
spend 20% of available grant funds on administrative costs (including staff,
rent, overhead, and office expenses). In that formula, available grant funds
also includes revenue (“program income”) received from past projects, such
as repayments of loans made by the Rehabilitation Loan Program and
payments in conjunction with the sale of properties that were purchased or
improved with CDBG funds.
If present trends continue, we may be only a year from the point where the
CDBG grant’s allowance for administration won’t cover the full cost of CDBG
administrative expenses, depending on how much program income we
receive. We estimate that, for the 2012-13 program year, the CDBG
administrative expenses incurred by the County will, for the first time, exceed
the grant’s administrative allowance. Because the program income
component of the formula varies from year to year, it is difficult to predict the
administrative shortfall. We expect that the range will be somewhere
between $3,000 and $49,000, with the most likely value approximately
$33,000. Because the CDBG program is operated by the County, the County
is solely responsible for this financial exposure and would have to absorb any
excess expenses.
For HOME, we currently have an unspent administrative allowance which we
can carry over from year to year.
Reducing the Number of Projects?
It would make sense to reduce the number of CDBG projects to reduce
administrative work. For any policy that reduces the number of projects, we
need to pay careful attention to how it would affect West Marin, which has

PAGE 7 OF 8

unique circumstances of a dispersed population and a network of small local
nonprofits. There is also a case for funding separate local providers for Marin
City and for Novato. For some CDBG public service activities, San Rafael,
the Upper Ross Valley, and the Lower Ross Valley can be served by one set
of Central Marin providers.
CDBG public services are limited to 15% of the grant. While public services
are the least complex projects, they still increase our variable administrative
costs. Particularly during the recession, staff would be reluctant to suggest
eliminating the public service category. There is a strong case for funding
public services at the full 15% allowed, but concentrating the funds among a
reduced number of projects.
Although public services constitute only 15% of CDBG spending, they absorb
more than half of staff time spent during the recommendation and hearing
process, and more than half of committee time at the local hearings. An
awareness of this issue could lead to better use of staff and committee time.
For the 2012-13 program year, Marin’s CDBG allocation is being cut by 19%,
with an expected grant amount of $1,166,041. Over the last 12 years, the
number of CDBG projects funded each year has fluctuated between 36
and 52 projects per year. Last year, Marin funded 38 CDBG projects. (See
attached list of “Community Development Block Grant Projects Funded FY
2001-FY 2012.”)
If we were to scale down the number of CDBG projects in proportion to the
decline in funds, that would mean reducing the number of projects from 38
to 31. That may not be enough to shrink administrative expenses to the point
where they will be covered by the administrative allowance provided by the
grant. Administrative costs are not strictly proportional to the number of
projects, partly because there is a fixed cost for meeting HUD planning,
process, and reporting requirements. In order to bring actual CDBG
administrative costs in balance with the administration allowance provided by
the CDBG grant, we might have to reduce the number of projects by 1½ times
the grant reduction, or 28.5%. In that scenario, we would need to reduce the
number of CDBG projects from 38 to 27.
A reduction from 38 to 31 projects would likely require the program to focus
on completing partially-funded past projects and providing continued funding
to ongoing activities, with very limited opportunities for small housing projects
and small capital projects. Large housing projects could not be funded under
this scenario unless they were also receiving HOME funds. There would
need to be a small reduction in the number of public service projects,
although the percentage of funding allocated to public services would remain
the same. In order to reduce the number of projects from 38 to 27, all
reasonable options for limiting the number of projects would have to occur,
without exceptions.
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In recent years, the San Rafael Planning Area has been an anomaly,
dominated by one very large project (a $300,000 accessibility program). In
order to achieve a reduction to 27 projects, all other planning areas would
have to follow that pattern of severely limiting the number of projects.
For the 2012-13 program year, Marin’s HOME allocation is being cut 46%,
with an expected grant amount of $594,462. It is extremely unlikely that this
amount could support more than one project with enough funds to proceed in
accordance with HUD’s timing requirements.
Staff recommends that the Priority Setting Committee set a goal of reducing
the number of CDBG projects from 38 to 27, instruct County staff to make all
reasonable efforts in its budget recommendations to achieve that goal, and
ask all Planning Areas to join in this difficult process.
Staff recommends that the Priority Setting Committee adopt a policy that
HOME funds should be allocated in amounts large enough to facilitate the
speedy implementation of significant housing projects, knowing that this
would likely limit the 2012-13 HOME Program to one project.
Attachments:
Agenda
1/4/12 Memo from Brian Crawford to City/Town Representatives
List of Applicants for CDBG Committees
Applications for CDBG Committees
Community Development Block Grant Projects Funded FY 2001-FY 2012
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LIST OF APPLICANTS FOR OPENINGS ON COUNTYWIDE PRIORITY SETTING COMMITTEE
AND ITS SUBCOMMITTEES

Planning
Area

Name

Lower Ross
Valley

[no applicants]

Novato
Richardson
Bay

San Rafael

Applied for
Countywide
Priority
Setting
Committee?

Applied for
Local Area
Committee?

Steven Cervantes

X

X

Miriam Alfonso (Mill
Valley)
Allan Bortel (Tiburon)
Cathy Cortez (Tiburon)
Nancy Johnson (Marin
City)

X
X
X
X

X

Shirley Thornton (Marin
City)

X

X

Paul Cohen

X

Raphael Durr

X

Anh Kellogg
Sue Mace

X

Potential Conflicts of Interest

Board Member of the Grassroots
Leadership Network of Marin (a
current CDBG applicant).

Executive Director of Legal Aid of
Marin (former CDBG recipient
with $3,900 balance unspent; not
currently an applicant). Probably
wouldn’t be a conflict of interest.
Employee of Community Action
Marin, a CDBG recipient and
applicant.
X

Upper Ross
Valley

Cecilia Zamora (San
Anselmo)

X

West Marin

Norm Corwin
(Inverness)

X

X

Andrew Marshall (San
Geronimo)
Carlos Porrata
(Inverness)
Josie Sanchez (Forest
Knolls)

X

X

Caregiver on the registry of West
Marin Senior Services (but not an
employee), a current CDBG
recipient and applicant.

X
Employee of Marin Center for
Independent Living (a current
CDBG recipient and current
CDBG applicant)

A note on conflicts of interest: HUD regulations distinguish between a personal interest and a
financial conflict of interest. For example, a Priority Setting Committee member who has been a
long-term advocate for arts education would have a personal interest that might affect their
objectivity, but HUD would not consider that to be an impermissible conflict of interest. However,
a Priority Setting Committee member (a decisionmaking position) who obtains a financial benefit
for themselves or those with whom they have family or business ties, from their participation on
the Priority Setting Committee, or for one year after, would have a conflict of interest. HUD has a
procedure by which an exception to the conflict of interest regulations may be requested, but it
would be difficult to meet the criteria under 24 CFR 570.611(d)(2). A copy of the CDBG conflict of
interest regulations is included below.
The notes in the table above do not include former Board memberships, current memberships on
Boards of organizations that no longer receive CDBG funds, former employment at CDBG-funded
projects, or volunteering at CDBG- or HOME-funded projects.

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
CDBG Conflict of Interest Regulations:
24 CFR 570.611: Conflict of interest.
(a) Applicability.
(1) In the procurement of supplies, equipment, construction, and services by recipients
and by subrecipients, the conflict of interest provisions in 24 CFR 85.36 and 24 CFR
84.42, respectively, shall apply.
(2) In all cases not governed by 24 CFR 85.36 and 84.42, the provisions of this section
shall apply. Such cases include the acquisition and disposition of real property and the
provision of assistance by the recipient or by its subrecipients to individuals, businesses,
and other private entities under eligible activities that authorize such assistance (e.g.,
rehabilitation, preservation, and other improvements of private properties or facilities
pursuant to §570.202; or grants, loans, and other assistance to businesses, individuals,
and other private entities pursuant to §570.203, 570.204, 570.455, or 570.703(i)).
(b) Conflicts prohibited. The general rule is that no persons described in paragraph (c) of this
section who exercise or have exercised any functions or responsibilities with respect to CDBG
activities assisted under this part, or who are in a position to participate in a decisionmaking
process or gain inside information with regard to such activities, may obtain a financial interest or
benefit from a CDBG-assisted activity, or have a financial interest in any contract, subcontract, or
agreement with respect to a CDBG-assisted activity, or with respect to the proceeds of the
CDBG-assisted activity, either for themselves or those with whom they have business or
immediate family ties, during their tenure or for one year thereafter. For the UDAG program, the
above restrictions shall apply to all activities that are a part of the UDAG project, and shall cover
any such financial interest or benefit during, or at any time after, such person's tenure.
(c) Persons covered. The conflict of interest provisions of paragraph (b) of this section apply to
any person who is an employee, agent, consultant, officer, or elected official or appointed official

of the recipient, or of any designated public agencies, or of subrecipients that are receiving funds
under this part.
(d) Exceptions. Upon the written request of the recipient, HUD may grant an exception to the
provisions of paragraph (b) of this section on a case-by-case basis when it has satisfactorily met
the threshold requirements of (d)(1) of this section, taking into account the cumulative effects of
paragraph (d)(2) of this section.
(1) Threshold requirements. HUD will consider an exception only after the recipient has
provided the following documentation:
(i) A disclosure of the nature of the conflict, accompanied by an assurance that
there has been public disclosure of the conflict and a description of how the
public disclosure was made; and
(ii) An opinion of the recipient's attorney that the interest for which the exception
is sought would not violate State or local law.
(2) Factors to be considered for exceptions. In determining whether to grant a requested
exception after the recipient has satisfactorily met the requirements of paragraph (d)(1) of
this section, HUD shall conclude that such an exception will serve to further the purposes
of the Act and the effective and efficient administration of the recipient's program or
project, taking into account the cumulative effect of the following factors, as applicable:
(i) Whether the exception would provide a significant cost benefit or an essential
degree of expertise to the program or project that would otherwise not be
available;
(ii) Whether an opportunity was provided for open competitive bidding or
negotiation;
(iii) Whether the person affected is a member of a group or class of low- or
moderate-income persons intended to be the beneficiaries of the assisted
activity, and the exception will permit such person to receive generally the same
interests or benefits as are being made available or provided to the group or
class;
(iv) Whether the affected person has withdrawn from his or her functions or
responsibilities, or the decisionmaking process with respect to the specific
assisted activity in question;
(v) Whether the interest or benefit was present before the affected person was in
a position as described in paragraph (b) of this section;
(vi) Whether undue hardship will result either to the recipient or the person
affected when weighed against the public interest served by avoiding the
prohibited conflict; and
(vii) Any other relevant considerations.
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