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CHAPTER 9. ANNUAL PERFORMANCE REVI EW

9-1 PURPOSE. Section 104(e)(1) of the Housing and Conmunity
Devel opnent Act of 1974, as anended, requires HUD to
annual |y performthe reviews and audits that are necessary
to determ ne whether each entitlenment grant recipient has;

A Carried out its activities and its housing assi stance
plan in a tinely manner;

Note: Since the housing assistance plan has been
super seded by the conprehensive housing affordability
strategy, tineliness only applies to CDBG activities.

B. Carried out its activities and its certifications in
accordance with the requirenents and the primary
obj ectives of the Act and with other applicable |aws;
and

C. A continuing capacity to carry out activities in a
timely manner.

The purpose of the Annual Performance Reviewis to pul
together and sumari ze the infornation gathered both

i n-house and on-site throughout the year so that the above
determ nati ons may be nade within the full context of the
grantee's performance. Fundi ng recomendati ons and

deci sions regarding the grant for the next year are then
based on those determ nations.

9-2 TIMNG The Annual Performance Review shoul d be conpleted
prior to the date the final statenent is expected to be
recei ved. However, for grantees with problens which may
require limting the availability of funds, the Annua
Per f ormance Revi ew shoul d be conpl eted and reconmendati ons
forwarded to Headquarters at |east 45 days prior to the
start of the next programyear. CPD is responsible for
coordi nating input from Fair Housing and Equal Opportunity,
Counsel, and other Field Ofice units as determ ned by the
aut horized official. In Field Ofices with a | arge nunber
of grantees on the same programyear cycle, it may not be
possi ble to conpl ete each Annual Performance Review prior to
submi ssion of the grantee's final statenment. However, the
revi ew nust be conpleted before the grant is awarded. In
such cases, the Field Ofice should establish a schedul e
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where Annual Perfornmance Reviews for grantees known to have
performance or conpliance problens are initiated first.

9-3 AREAS TO BE REVI EWED. The areas |isted below are to be



considered in the annual review of performance for
entitlement grantees. The review should be a joint effort
anong CPD Representatives and appropriate specialists
throughout the office. While not all of the subjects bel ow
are appropriate to each grantee, those that are appropriate
nust be considered. Regulatory and/or statutory citations
are included to assist you in locating the conpliance
requirenents for each of the areas to be considered

A Eligibility at 570.201 through 570. 207

B. Conpliance with National objectives at 570.200(a)(2)
and 570. 208

C. Citizen Participation at 570.301(b)and section
104(a) (3) of the Act

D. Rehabilitation

Management and productivity at OVMB Circul ar A-87
Escrow accounts at 570.511

Lunp sum drawdown at 570.513

Lead based paint at 570.608

PP

ant Adm ni stration
Fi nanci al Managenent Systens at 85.20
Al'l owabl e Costs at 85.22 and OMB Circul ar A-87
Program I nconme at 570.504
Procurenent at 85.36
Equi prent Managenent at 85. 32
Subr eci pi ent Managenent
Agreenents at 570.503
Monitoring at 85.40(a)
Conpliance with OMB G rculars A-110 and A-122

oukwdEQ

F. O her Applicable Laws
1. Fair Housing and Equal Qpportunity at
570. 601-602, 570.607 and 570-904

2. Labor Standards at 570.603
3. Environnent at 570.604
4. National Flood Insurance at 570.605
5. Relocation, displacenent and acquisition at
570. 606
6. One-for-one replacenent at 570.606(c) (1)
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G Conpr ehensi ve Housing Affordability Strategy
Per f or mance

H. Timeliness at 570.902. Exhibit 9-1 describes the steps
to follow to determ ne whether the grantee has net the
timeliness performance criteria.

l. Overall Benefit to Low and Mbderate | ncone Persons at



570. 200(a) (3)
Public service cap at 570.201(e)(2)
Pl anni ng and adm ni strative cost cap at 570. 200( g)

Conpl et eness and Ti el i ness of Submi ssions at 570 302
570. 306, and 570.507

9-4 BASIS FOR CONCLUSI ONS/ RECOVIVENDATI ONS

A

The results of the Grantee Performance Report Revi ews
and on-site monitoring visits provide the primary data
sources for making a reconmendation regarding future
funding for the grantee. However, audit reports,
correspondence, litigation and citizen coments are

ot her sources of information regarding grantee
performance whi ch may need to be consi dered.

It is inportant to renenber that reconmendations for
actions which require Headquarters approval nust be
based on deficiencies in neeting applicable program
requi renents for which sanctions or other corrective
actions are authorized. Once findings are closed there
is no basis for inmposing sanctions or requiring other
corrective actions in connection with the applicable
defici ency.

An entitlement grantee shall be considered in
compliance with civil rights laws and regul ations, if
the follow ng conditions accrue:

1. There is no pending civil rights suit against the
grantee instituted by the Departnent of Justice;

2. There is no outstanding finding of non-conpliance
with civil rights statutes, Executive orders or
regul ations as a result of formal adnministrative
hearings, or Secretarial charge issued under the
Fair Housing Act, unless the grantee is operating
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under a conpliance agreenent designed to correct
the areas of non-conpliance.

3. The grantee's performance in fulfilling its
certification to affirmatively further fair
housi ng has been found to be acceptabl e.

9-5 ACTI ONS REQUI RED

A

Fill in Form HUD 40013, CDBG Annual Perfornmance
Sunmary, in accordance with the instructions on the
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form A copy of the formis included as Exhibit 9-2.

Attach a conpl eted CDBG Fi ndi ng Summary Sheet, Form
HUD- 40013A, for each finding resulting fromin-house or
on-site nmonitoring since the |ast Annual Performance
Revi ew was conpleted. |If any of the findings are from
an audit, either attach a conpleted Finding Sunmary
Sheet or a copy of all correspondence between HUD and
the grantee concerning the finding. A copy of the form
is included in Chapter 2 as exhibit 2-2.

If there are major issues and serious findings which
shoul d be brought to the attention of top managenent,
prepare a brief cover nenorandum for the O fice Manager
or Regional Adm nistrator summarizing the issues or
probl enms, the data sources reviewed and facts

consi dered, and the status of actions to address or
resol ve the issues or findings. The menorandum shoul d
al so identify any probl ens/i ssues which need to be
addressed during the next on-site nonitoring visit.
The nenorandum shall reach one of the foll ow ng
concl usi ons:

1. There are no significant performance deficiencies
whi ch require further action prior to awardi ng
addi tional funds.

2. There are performance deficiencies which require
additional information or assurances to be
i ncl uded concerni ng one or nore of the required
certifications prior to grant award. Additiona
informati on or assurances nmay be appropriate in
situations where the grantee has been notified of
the, deficiency but has not yet responded or has
not submtted informati on which satisfactorily
addresses the performance deficiency. The grantee
must be notified in witing of the specific
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requi renents which nmust be met in order for such
additional information or assurances to be
accept abl e.

3. The grantee has not taken adequate vol untary
actions to renmedy identified deficiencies and the
matter should be referred to the Assistant
Secretary for CPD. Paragraph 9-8 provides further
i nformati on on procedures to be followed in such
cases.

9-6 REQUESTS FOR ADDI TI ONAL | NFORVATI ON CR ASSURANCES

The performance review may result in a determ nation



that the grantee nust subnit further infornmation or
assurances (in addition to the standard certifications)
before subnmitting its final statenent. Additiona
assurances shoul d not be requested unless it has been
determned that the grantee's certification cannot be
accepted. A determination to inpose such a requirenent
and the basis for the determ nation should be revi ewed
by the Counsel and approved by the authorized official.
Section 570.304(a)(3) of the Regul ati ons provides
further guidance in this area

B. If the authorized official decides not to concur in the

staff recommendati on, he/she shall document the grantee
file to show that the staff reconmendation was
considered and to explain the reason(s) for not
following the staff recommendation. In this type of
instance, it is recommended that the authorized

of ficial seek advice of the Field Counsel to assure
that there is sufficient docunentation to denonstrate
that the decision is defensible and not arbitrary.

C. If the determination to request additional infornmation

or assurances is approved, the grantee should be
notified as soon as possible. The letter should
explain the basis for the request and the specific
nature of the assurance or information required. A
copy of each such notification should be sent to the
Entitl ement Comunities Division

D. If the grantee does not agree to subnmit additiona

informati on or assurances or the information is not
acceptable, the matter should be referred to
Headquart ers.
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| NFORVATI ON ON PERFORVANCE OR COMPLI ANCE DEFI Cl ENCI ES
RECEI VED AFTER COVPLETI ON OF THE ANNUAL PERFORVANCE REVI EW

If new information regarding a grantee's performance or
compliance is received after conpletion of the Annua

Per f ormance Revi ew, but before the grant is nade, it should
be reviewed pronptly and where necessary, used to update the
concl usi ons reached in the Annual Performance Revi ew.

PERFORVANCE DEFI Cl ENCI ES WHI CH REQUI RE REFERRAL TO
HEADQUARTERS

A If as a result of the Annual Performance Review the
Field Ofice determnes that additional funds shoul d
not be awarded wi thout reduction or a restriction on
their use because the grantee has not taken adequate
vol untary actions to neet a program requirenment after
proper notification and adequate opportunity to contest
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the validity of the finding(s) with the Field Ofice,
the matter shall be referred by the authorized officia
to the Assistant Secretary for Community Pl anni ng and
Devel oprment follow ng the procedures in Chapter 8.

In sone instances, a recommendation may al ready have
been made to Headquarters to sanction the grantee. |If
the Field Ofice has not been advised of the fina
determination with respect to a prior recomendation
Headquarters shoul d be consulted before continuing.

ADM NI STRATI VE RECORD AND PERFORMANCE DOCUMENTATI ON.  The
fol |l owi ng docunent ati on shoul d be assenbled to support the
final recommendati on of the authorized official

A

Cover nmenorandum wi th recomrendati on concerning the
awar di ng of additional funds for the signature or
concurrence of the O fice Manager or Regi ona

Admi ni strator.

A copy of the Annual Perfornmance Sumrary, Form
HUD- 40013.

A copy of the Finding Summary Sheets, Form HUD- 40013A,
with the current status of all findings resulting from
on-site or in-house nonitoring since the |ast Annua
Per f or mance Revi ew was conpl et ed.

Evi dence that Fair Housing and Equal Opportunity,
Counsel, and other Field Ofice units as determ ned by
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the authorized official were provided the opportunity
for input into the final conclusions and
reconmendat i ons.

A witten sunmmary from Counsel indicating if there is
pending or threatened litigation or the potential for
litigation involving the grantee's CDBG activities.

If the matter was referred to Headquarters for possible
action, a copy of all information submitted to
Headquart ers.

If the authorized official deternined that a grant
shoul d be nade wi thout requesting additiona

i nformati on or assurances or referral to Headquarters,
even though staff recomended such action, the
docunentation in the grantee file nust show that he/she
considered the staff recommendati on and explain the
reason(s) for not following the staff recommendati on.
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Exhibit 9-1
DETERM NI NG COMPLI ANCE W TH TI MELI NESS CRI TERI A

A grantee will be considered to be carrying out its CDBG assisted
activities in a tinmely manner if it meets both of the follow ng
tests:

A 1.5 Standard. Apply the performance criterion at 24 CFR
570.902 (a) (1) (i) by using up-to-date information as of 60 days
prior to the end of the grantee's current programyear to
determine if the anmount of undisbursed entitlenent grant funds
in the grantee's line of credit is nore than 1.5 tines the
entitlement grant anount for its current programyear, as

foll ows:
Undi sbursed Entitl enent Armount of Last
Funds in Line of Credit DI VI DED BY Entitl ement G ant

Awar ded
EQUALS
Equi val ent Years of Undi sbursed Entitl enent Funds

(Note: In any case where it is known that the grantee has a
substantial anmount of programinconme currently on hand, such
as fromthe repaynent of a float |oan, deternine the anmount of
such programincone and include it with the anount of funds in
the letter of credit for the purpose of naking the above
calculation. Programincome in revolving |oan funds shoul d
not be included for this purpose.)

B. 50 Percent Standard. In addition to the 1.5 test, the
regul ations at 24 CFR 570.902(a)(1) describe a second
timeliness performance criterion. This criterion, which is
only applicable for entitlenment grantees that have received at
| east two consecutive entitlenment grants, focuses on whet her
the amobunt of entitlenent grant funds di sbhursed fromthe
grantee's letter of credit during the previous 12 nonths is at
| east equal to 50 percent of the entitlement grant for its
current programyear. This calculation shall be nmade as
follows using up-to-date information as of 60 days prior to
the end of the grantee's current program year

Amount of Entitl enent Amount of Last
Funds Di sbursed DI VI DED Entitlement G ant
During Last 12 Months BY Awar ded

X 100% = Percent Di sbursed During Last 12 Months
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Exhi bit 9-2

CDBG

Annual Performance Summary
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Exhibit 9-2

CDBG

Annual Perfornmance Summary
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Exhi bit 9-2

Recomrendat i ons
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