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concerning activities under the programs and their assessment ofhow the activities relate to objectives. Findings/Conclusions:HOD is not obtaining the information it needs to evaluate
community performance under the Community Development Block
Grant program. Neither grant application forms nor grantee
performance reports are providing information needed to
determine whether programs have been developed in accordance
with legislative objectives or to assess the progress of the
programs. HUD has not satisfactorily performed pcstaudits andreviews of the use of block grant funds. It has not emphasized
monitoring, and its monitoring efforts have not addressedsubstantive issues. Also, HUD's annual reports tc the Congress
on the block grant program provide very little information cnthe actual use of black grant funds and the progress of the
program. New program regulations require communities to provide
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of BUD's timetable for completing planned actions. (HIM)



REPORT BY THt- UJS.

General Accounting Office

Management And Evaluation Of The
Community Development Block Grant
Program Need To Be Strengthened

The Department of Housing and Urban
Development is not obtaining the infor-
mation it needs to evaluate community per
formance under the Community Develop
ment B'ock Grant program. Grant applica-
tion forms, grantee performance reports, And
Housing and Urban Development monitoring
do not provide the information necessary for
(1) determining whether community de-
velopment programs have been developed :n
accordance with legislative objectives and (2!
assessing the progress of community pro
grams. Also, Housing and Urban Develop
ment annual reports to the Congress on the
block grant program provide very little infor
mation on the actual use of block grant
funds and progress of the program. These
reports are based primarily on planned pro
gram activities and planned use of funds.
Although new program regulations should
correct the application problems, GAO is
making recommendations aimed at solving
the remaining problems.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

COMMUNITY AND ECONOMIC
DEVELOPMENT DIVISION

B-171630

The Hono.able
The Secretary of Housing and

Urban Development

Dear Mr!;. Harris:

This report identifies problems and recommends solutions
to the management and evaluation of the Community Development
Block Grant program.

This report contains recommendations to you on pages 15
and 22. As you know, section 236 of the Legislative Reorga-
nization Act of 1970 requires the head of a Federal agency to
submit a written statement on actions taken on our recommen-
dations to the House Committee on Government Operations and
the Senate Committee on Governmental Affairs not later than
60 days after the date of the report and to the House and
Senate Committees on Appropriations with the agency's first
request for appropriations made more than 60 days after the
date of the report.

We are sending copies of this report to the four Commit-
tees mentioned above; your Inspector General and Acsistant
Secretary for Community Planning and Development; the Direc-
tor, Office of Management and Budget; the House Committea on
Banking, Finance, and Urban Affairs; and Senate Committee on
Banking, Housing, and Urban Affairs.

Sincerely yours,

f-4Henry Eschwege
Director



REPORT BY THE GENERAL MANAGEMENT AND EVALUATION
ACCOUNTING OFFICE TO THE OF THE COMMUNITY DEVELOPMENT
SECRETARY OF HOUSING AND BLOCK GRANT PROGRAM NEED
URBAN DEVELOPMENT TO BE STRENGTHEFED

DIGEST

The Department of Housing and Urban Develop-
ment does not obtain from recipient communi-
ties the information needed to evaluate com-
munity performance and to assure itself and
the Congress that Community Development Block
Grant programs are developed in accordance
with the act's statutory objectives of (1)
benefiting low- and moderate-income persons,
(2) aiding in preventing or eliminating slums
or blight, or (3) meeting other commu.ity de-
velopment needs having a particular urzency.

To obtain the information necessary to eval-
uate the Commrunity Development Block Grant
program, Housing and Urban Development needed
to revise application forms and performance
reports and improve its monitoring. Begin-
ning May 1, 1978, Housing and Urban Develop-
ment required communities to provide more de-
tailed information in its applications for
proposed program activities. However, im-
provements are still needed in the perform-
ance reports and Housing and Urban Develop-
ment monitoring.

Application fovms

Application forms submitted before May 1978
did not provide the information necessary
to (1) effectively determine whether commu-
nity development programs have been devel-
oped in accordance with the above-identified
legislative objectives and (2) assess the
progress of community programs. To make
such determinations, specific information
(such as benefits expected and milestones)
should be included in the applications, and
the proposed activities should be related to
legislative objectives. Such information is
now being required. (See p. 3.)

cove%' . Upon rmoval, the report i CED-78-160cover de hould he noted hereon.



Grantee performance reports

Grantee performance reports do not provide

sufficient data for evaluating community

block grant programs. The information re-

quirements for performance? reports do 
lot

provide sufficient information to measure

progress and accomplishments and to determine

whether the desired program results and 
bene-

fits are being achieved. Also, performance

reports often contain incomplete or 
vague

data. (See p. 5.)

Program monitoring

Although the legislative history of the 
d{ous-

ing and Community Development Act of 1974 
em-

phasizes the importance of postaudits and re-

views to assure that block grant f,,ids are

used to achieve legislative objectives, 
Hous-

ing and Urban Development has not satisfac-

torily fulfiiied this responsibility. 
Housing

and Urban Development does not require 
com-

munities to establish adequate criteria 
or to

provide performance data needed to evaluate

community performance and progress; it has

not emphasized monitoring, and its monitoring

efforts have not addressed substantive 
issues.

(See p. 11.)

ANNUAL REPORTS TO THE CONGRESS

Housing and Urban Development annual 
reports

to the Conqress on the block grant program

provide very little information on the 
actual

use of block grant funds and the progress 
of

the program. Reports are based primarily on

planned program activities and planned 
use of

funds based on information shown in community

grant applications. (See p. 17.)

RECOMMENDATIONS TO THE SECRETARY

New program regulations effective May 1, 
1978,

require communities to provide more detailed

information in their applications on proposed

program activities. Further changes, however,

are necessary to correct the additional 
prob-

lems GAO identified. GAO recommends that the

Secretary of Housing and Urban Development:
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-- Revise the grantee performance report format
to require specific information applicable
to grantee goals. objectives, and activity
performance standards as shown in grant
applications. Housing and Urban Develop-
ment reviewers should be instructed to re-
turn to grantees performance reports that
are vague, incomplete, or otherwise do net
conform to revised grantee performance re-
port requirements.

-- Revise the Housing and Urban Development
monitoring handbook to assure that it pro-
vides guidance to field personnel for mak-
ing substantive assessments of grantee per-
formance. Field office personnel shbuld
be instructed to test and verify grantee-
provided information to assure that it is
accurate and can be used to evaluate grantee
performance. (See p. 15.)

GAO further recommends that the Secretary of
Housing and Urban Development advise the Con-
gress in her 1978 annual report to the Con-
gress on the block grant program of

-- the specific actions Housing and Urban De-
velopment has taken or plans to take to
obtain information on actual progress in
accomplishing Community Development Block
Grant program objectives and actual use of
program funds and

--the Housing and Urban Development timetable
for completing the planned actions above.
(See p. 22.)

AGENCY COMMENTS

Community Planning and Development headquar-
ters officials agreed Housing and Urban Devel-
opment has had problems managing and evaluat-
ina the Community Development Block Grant pro-
gram. They said that new regulations effec-
tive May 1, 1978, will improve the applica-
tions by requiring more specific information
on program activities. Housing and Urban
Development also plans to improve the format

. iii
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and data requirements of the grantee perform-
ance report and to revise the monitoring
handbook. It was uncertain, however, when the
grantee performance report and monitoring hand-
book revisions would be completed because of
higher priority work.

Housing and Urban Development officials stated
that field visits and telephone surveys of
small samples of communities were used to ob-
tain information on actual program Progress
for the third annual report; these officials
did agree that some chapters were based on
planned data. GAO believes that adequate in-
formation on actual program progress is not
being obtained by reporting what a few com-
munities are doing--more tnan 1,300 entitlement
communities receive grants. Until Housing and
Urban Develooment is able to provide data from
a representative sample for the total program
on the actual use of funds by activity and its
location and relationship to the act's national
objectives, a true indication of total program
progress and use of funds is not possible. The
improved application requirements and antici-
pated changes in grantee performance report
format should provide Housing and Urban De-
velopment with the information necessary to
report on the actual use of program funds and
the progress being made in accomplishing pro-
gram objectives; but this information will
not be available until the grantee performance
reports are revised. (See p. 21.)
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CHAPTER 1

INTRODUCTION

The Congress enacted the lousing and Community Develop-
me.it Act of 1974 (42 U.S.C. 5301), Title I, 'o help develop
viable urban communities. Title I established the Community
Development Block Grant (CDBG) program and authorized the
Secretary of the Department of Housing and Urban Development
(HUD) to make grants to help finance community development
prcgrams.

The act requires communities to certify in their appli-
cations that their community development programs are de-
veloped in accordance with the act's statutory objectives of
(1) benefiting low- and moderate-income persons, (2) aidina
in preventing or eliminating slums or blight, or (3) meeting
other community development needs having a particular ur-
aency. Through fiscal year 1978 the Congress has appropriated
about $12 billion for the CDBG orogram to about 1,300 en-
titlement communities. 1/

The act consolidated several prior categorical loan and
grant programs for community development into a new, single
program of community development block grants. The new pro-
gram was designed to significantly reduce and simplify grant
application and review requirements. After the application
and review process was simplified, the joint conference com-
mittee (the House and Senate conferees on the bill) empha-
sized the importance of evaluating the use of grant funds.

Section 104(d) of the act reouires grantees to provide
HUD with an annual performance report concerning activities
carried on under their CDBG progrsmrs together with their
assessment of how their activities relate to the act's ob-
jectives and the objectives and needs identified in their
applications. The joint conference c-mmittee viewed this
report as a means by which L.UD could verify a grantee ap-
plication certification that Federal funds will be used
effectively to achieve national objectives.

Section 104(d) also equires HUD to make such audits
and reviews as necessary to determine whether the block
grant funds are beirg used properly to achieve act objec-
tives. The legislative history emphasized that HUD

1/Entitlement communities receive a formula-determined grant
or have prior experience in HUD categorical progra s which
entitle them to a community development grant.
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postaudits and reviews would serve as the basic assurance
that CDBG funds are properly used.

ANNUAL REPORTS TO THE CONGRESS

Section 113 of the act requires the Secretary to sub-
mit to the Congress an annual report describing the progress
made in accomplishing act objectives and summarizing program
funds use during the preceding fiscal year. The Secretary
has issued three annual reports to the Congress on the CDBG
program.

SCOPE OF REVIEW

We reviewed HUD management and evaluations to determine
whether (1) CDSG funds are properly used to achieve legisla-
tive objectives and (2) HUD has accurately reported to the
Congress on program progress and funds use.

At thc conclusion of our review in HUD region X, we
met with HUD Community Planning and Development officials
in Washington, D.C. They agreed with most of our preli!mi-
nary findings a.1 said HUD was planning corrective action.
Thus, we primarily limited our review to CDBG program ac-
tivities in region X.

We made our review at the HUD region X office in Seat-
tle, Washington; its area offices in Seattle, Portland,
Oregon; and Boise, Idaho; and at HUD headquarters in Wash-
ington, D.C. We reviewed pertinent policies, procedures,
reports, and records relating to selected entitlement com-
munities in Washington, Oregon, and Idaho, and interviewed
HUD program officials and selected community representa-
tives. We also reviewec in detail grantee performance
reports for 12 entitlement communities in region X (See
app. II.) We also examined grant applications for 13 en-
titlement communities, including one not in region X--
Cleveland, Ohio. (See app. I.) The Cleveland application
was used because it was avai.lable from our prior work.
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CHAPTER 2

HUD CANNOT ASSURE CDBG FUNDS ARE USED

TO MEET LEGISLATIVE OBJECTIVES

HUD does not obtain from recipient communities the in-
formation needed to evaluate community performance and to
assure itself and the Congress that CDBG programs are devel-
oped in accordance with the legislative objectives of (1)
benefiting low- and moderate-income persons, (2) aiding in
preventing or eliminating slums or blight, or (3) meeting
other community development needs having a particular ur-
gency. To do so HBUD needed to revise its application foims
and performance reports and improve its monitoring. Effec-
tive May 1, 1978, HUD revised its application forms to require
communities to provide more detailed information concerning
proposed program activities. However, HUD should also revise
its procedures to require that:

-- Performance reports provide progress data and relate
the progress to performance standards established
by the community application--thus enabling accurate
assessments of community program progress.

-- HUD monitoring efforts assess accomplishments of pro-
gram grants.

The act authorizes HUD to finance community development
programs that have buen approvec in accordance with legisla-
tive objectives and requires HUD to assess the progress made
in accomplishing those objectives. The legislation emphasized
that HUD postaudits and reviews would serve a. the basic assur-
ance that CDBG funds are properly used. A joint conference
committee report noted:

"The committee wishes to emphasize the importance of
these post-audit and review procedures to be conducted
by the Secretary. Since Federal application review
requirements are being simplified to such a great
extent, the post-audit and review requirements
will serve as the basic assurance that block grant
funds &re being used properly to achieve the
bill's objectives. Although the nature of tile
annual review wou2,' of course, vary accordiig
to the size of the community and the scope of
its program, the committee expects the Sec-
retary to exercise his responsibilities in this
respect with great diligence."
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Thus, particular importance was attached to HUD program
monitoring responsibilities. HUD, however, does not have
specific information enabling it to determine the extent that
CDBG funds have been used to meet legislative objectives.

APPLICATIONS

Our review of 13 community applications showed that the
information was often generalized and vague and does not re-
late the proposed activities to the legislative objectives.
(See app. I.) According to some HUD area office officials,
the inrormation provided by the communities was insufficient
for HUD to effectively determine whether community develop-
ment programs are developed in accordance with the legisla-
tive objectives and to assess the progress of community pro-
grams. They stated that to make such determinations, more
specific information--such as benefits expected, activity
locationi, and milestones--must be included in the applica-
tions, end the proposed activities must be related to act
objectives.

Examples of activities in community CDBG applications
which were vaguely described and not shown to be related to
legislative objectives include:

-- Boise, Idaho, proposed park acquisition and develop-
ment in six census tracts estimated to cost about
$293,000. Specific data on the type and extent of
the park developments was not indicated, nor was
information provided about expected benefits or how
these activitites met legislative objectives. Accord-
ing to one HUD official, without specific information
the only measure HUD has to determine progress on
these activities is drawdown of funds. /

-- Cleveland, Ohio, proposed various public works pro-
jects in 134 census tracts. The specific type,
number, and location of these projects was not in-
dicated. Since no specific information was provided
in the application, HUD had no standards for measur-
ing this community's progress, nor could HUD evaluate
the extent that this community's activities satisfied
the legislative objectives.

--Salem, Oregon, proposed a neighborhood improvement pro-
gram costing $388,000 but did not indicate what im-
provements this program would provide. Community
officials told HUD that "the exact location and nature

1/Drawdown of funds is an inadequate measure of progress be-
cause it does not relate money spent to accomplishments.
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of the improvements are designed as an ongoing process
of the detail planning within each neighborhood."

None of these community activity'descriptions provide
sufficient detail to measure progress or to determine how the
activity meets act objectives. Thus, HUD officials must rely
on community verification of program development and must
rely on the community drawdown of funds as a measure of
progress.

BETTER GRANTEE PERFORMANCE REPORTS NEEDED

The act requires grantees to provide HUD an annual per-
formance report on their CDBG program. This report was to be
a key document for HUD and the public to evaluate grantee
performance.

Our review of selected grantee performance reports (GPRs)
disclosed that these reports do not provide sufficient data
for evaluating community block grant programs.

The performance reports submitted by recipients of block
grant funds have two principal weaknesses. First, the infor-
mation requirements for performance reports do not provide
HUD and community representatives sufficient information to
measure progress and accomplishments and to determine whether
the desired program results and benefits are being achieved.
Second, the performance reports accepted by HUD often contain
incomplete or vague data that do not meet HUD requirements.
These weaknesses limit the GPR usefulness as a gage by which
HUD and the public can measure progress or evaluate program
results.

Several HUD internal evaluations disclosed similar
findings.

Appropriate data not required

We reviewed selected performance reports for 12 communi-
ties in reqion X (see app. II) and attempted to evaluate the
progress they had made toward meeting legislative objectives.
We were unable to adequately evaluate performance because
communities did not provide specific information on activity
accomplishments--such as actual progress versus established
goals and actual benefits realized versus anticipated objec-
t ves. Furthermore, community activities were not clearly
related to legislative objectives.

HUD requires communities to complete several forms in
GPR that provide performance information. Our assessment of

5



these forms and our discussions with HUD and community offi-
cials identified the following problems:

Form IA--households benefiting from activities underway
or completed--pIhysical and capital improvements--

This form requires communities to report the percent of
low- or moderate-income households benefiting from physical or
capital improvements. It does not show how these households
are benefiting nor does it compare these benefits to any estab-
lished goal. Furthermore, communities are not required to
compute such benefits for activities which have no specific
beneficiaries or service area.

Form IB--poPulation benefiting from activities underway
or complete --servlces or assistance

This form requires similar data as form IA for services
and assistance. It has similar weaknesses as form IA.

Form II--Recipient Assessment

This form requires communities to explain briefly how
their current-year activities contribute to the:

-- Elimination of slums and blight and the prevention
of blighting influences.

--Elimination of conditions detrimental to health,
safety, and public welfare through code enforcement,
demolition, interim rehabilitation assistance, and
related activities.

--Conservation and expanison of the national housing
stock.

-- Expansion and improvement of the quantity and quality
of community services.

-- More rational utilization of land and otner natural
resources and better arrangement of needed activity
centers.

-- Reduction of the isolation of income groups within
communities and promotion of an increase in the
diversity and vitality of neighborhoods.

-- Restoration and preservation of properties of

6



special value for historic, arcnitectural, or
esthetic reasons.

Communities are also required to explain the relationship to
community short-terr objectives. This form does not show how
community activities contribute to legislated statutory objec-
tives, nor does it indicate the actual progress made toward
meeting established goals.

The following examples illustrate the inadequate infor-
mation provided by three communities that were reporting Fro-
gress on specific activities in their performance reports:

Vancouver, Washington

Activity description: Street paving.

Benefits: 80 to 90 percent low- and moderate-income 'ouse-
holas.

Short-term objective: Pave all existing gravel streets.

Relahionship to legislative objectives: Not indicated.

Progress: The majority of street paving has been completed.

Our note: The community does not indicate how this activity
relates to tle legislative objectives, the extent that the
short-term objective has been met, or how low- arl moderate-
income persons benefit.

Bellevue, Washington

Activity description: Micro model-gathering.

Benefits: No computation reauired because activity was gen-
eral in nature.

Short-term objective: Not addressed.

Relationship to legislative objectives: Not indicated.

Progress: Not addressed.

Our note: This activity description is vague and no benefits
are assessed for low- or moderate-income persons. The rela-
tionship to legislative objectives is not indicated, and
since no qoals are provided progress is difficult to
evaluate.

7



Coos Bay, Oregon

Activity description: Parking lots.

Benefits: Not addressed.

Short-term objective: Provide parking facilities.

Relationship to legislative objectives: Not addressed.

Progress: Central lot acquired and parking structure under-
way.

Our note: Activity description is vague, no benefits are as-
sessed, and the relationship to legislative objectives is not
indicated. Progress is uncertain because no specific goals
were indicated.

The Bellevue, Washington, performance report illustrates
the problem of determining the benefit to low- and moderate-
income families in communities that fund activities that have
no specific beneficiaries or service area. This community did
not complete any computations for low- and moderate-income
households benefiting from its activities, because its pro-.
jects had no specific beneficiaries. Therefore, HUD had no
indication of how much of the 2 years of grant funds was spent
to benefit low- and moderate-income persons. There was no
indication in HUD files that HUD had either questioned the
completeness of the GPR or had requested the grantee to pro-
vide additional information.

Incomplete data

Our attempt to use performance reports to evaluate com-
munity performance was also hampered by vague and incomplete
data. Several communities ei her did not complete sections
of their reports or provided questionable data.

For example, of the latest available performance reports
for 10 communities in region X, only 1 community furnished all
required information on benefits to low- and moderate-income
persons for its CDBG program activities. (See table I.)
This community reported that 12 percent of the benefits from
each activity would be realized by persons of low or moderate
income. It is questionable that every activity could provide
the same benefits to persons of low or moderate income, partic-
ularly since these activities ranged from street lighting
improvements to rehabilitation loans and grants. However,
this community had reported the same benefit for 1975 as it
had for 1976. The hUD Area Office Community Planninq and
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Development representative responsiole for monitoring
grantee progress stated that this section of the report was
noe reviewed or questioned because "it is a disaster and it is
not useful."

Table I

Analysis of Community GPR Information on
Benefits to Low- and Moderate-income Persons

Number of Percent of CDaG
activities Number of program activities

funded activities shown on without required

Community (note a) schedule IA or IB information

Bellevue, Washington 8 5 38

Tacoma, Washington 40 15 63

Everett, Washington 4 2 50

Spokane, Washington 11 9 18

Seattle, Washington 55 50 9

Portland, Oregon 136 63 54

Richland, Washington 5 2 60

Eugene, Oregon 12 9 25

Coos Bay, Oregon 10 5 50

Yakima, Washington 6 6

a/Based on latest available performance report, schedule I. Excludes
the following activities: studies, planning, administration, and con-
tingencies.

Internal reviews noted similar problems

The HUD Office of Evalulation, which prepares the annual
report to the Congress that describes the progress made under
the CDBG program, reviewed housing assistance plan data in
40 GPRs covering fiscal year 1976 and reached conclusions
similar to ours. A July 1977 memorandum discussing the Office
findings stated "* * * the data on these forms are not valid

and cannot be used as the basis for a performance analy-
sis * * " The memorandum also stated:

"" " [these information problems] involve more than
just simple arithmetic inaccuracies, but lead us to
question the validity of the data and the sources used
to provide information regarding assisted housing. In
addition, the requirement of cumulative performance data

9



complicates the matter even furhter. It is often diffi-
cult to determine whether or not cities are reporting
for both fiscal years. And where both years are repor-
ted, any errors in the FY '75 GPR are most likely
carried over to the FY '76 forms.

"* * * It is unfortunate that data reouired on the GPPs
are not credible and cannot be used as a reliable source
in our evaluation of performance."

A HUD working aroup consisting of HUD and community offi-
cials that studied GPRs also recognized that these reports
were deficient. Weaknesses they identified include:

-- The report does not contain timely information.

-- The report is primarily directed toward reporting on
compliance with other Federal laws and regulations.

-- The report does not provide Community Planning and De-
velooment representatives sufficient information on
which to base a funding decision. According to the
HUD group, this was the most important deficiency.

The working grouo recommended in July 1977 that HU11 revise
the GPR into "* * * an instrument for monitoring and manage-
ment of the CDBG program."

These findings are consistent with a HUD audit report
dated August 18, 1977, on HUD monitoring of the CDBG program,
which noted:

"Grantees and HUD managers * * * indicated that the de-
sign of the Annual Grantee Performance Report (GPR)
limits its usefulness and that it is overly cumbersome.
It does not provide Area Office Dersonnel with some of
the information they need and the information included
in the GPR is not readily understood by the nublic. Your
offfice should review the format of the GPR to determine
whether it can be improved, taking into consideration the
comments of HUD monitors and grantee officials; make an-
propriate revisions to the GPR; and issue a directive
that explains the purpose of the information in the GPR
and how it is to be used in the performance of the moni-
torinq."

In March 1978 HUt officials said they planned to revise
the GPR; however, as of May 197P no changes had been made.
Since the performance report is a key document in evaluating
performance, we believe it should be revised to make it a more
informative and useful management tool for both HUD and

10



communities to assess actual performance. Revisions to the
report should allow the public and HUD to (1) evaluate the
progress grantees have made compared to the standards set
out in the application and (2) evaluate the extent that
grantee activities have met the objectives legislated.

HUD MONITORING OF THE CDBG
PROGRAM NEEDS IMPROVEMENT

Although the legislative history emphasizes the impor-
tance of HrUD postaudits and reviews as the basic assurance
that block grant funds are used to achieve legislative
objectives, HUD has not diligently fulfilled this responsi-
bility to a satisfactory degree. HUD has not adequately
addressed substantive issues or emphasized the monitoring
function. HUD has also not had adequate standards, criteria,
and performance data to evaluate community performance and
progress.

Substantive issues not adequately addressed

HUD monitoring policy has primarily emphasized reviews
of procedural requirements rather than substantive issues
(such as progress) in carrying out the community development
program and the program benefit to low- , a moderate-income
families.

In January 1978 a Community Planning and Development
notice was issued to all HUD staff involved in monitoring
entitlement communities. This notice instructed HUD repre-
sentatives to perform more substantive monitoring visits:

"During the initial years of the CDBG program, the
Department's monitoring policy primarily addressed the
review of procedural requirements. In furtherance of
our recent efforts to strenghten HUD's administration
of the program, we must now go beyond reviewing for
conformity with the technical requirements. This
Notice establishes priorities for the CPD generalist
when making monitoring visits. While I do not expect
CPD staff to ignore technical requirements, it is now
appropriate to look at the substance of what communi-
ties are accomplishing. In terms of the role of Com-
munity Planning and Development generalists, the areas
of highest priority for monitoring purposes are: maxi-
mum feasible priority requirements; housing assistance
plan implementation; citizen participation; and progress
in carrying out the community development pro-
gram. * * *
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Despite HUD headquarters instructions for more substantive
monitoring, field office staff stated that they are still
unable to make the substantive determinations mentioned in
the headquarters notice because the CDBG monitoring handbook
had not been revised to provide field staff with the guidance
needed for evaluations. As of May 1978 the CDBG monitoring
handbook had not been revised.

For example, field office staff are required to deter-
mine whether a community complied with the maximum feasible
priority requirement contained in section 104(b)(2) of the
act. This requirement states that except for activities de-
signed to meet community development neeCds having a particu-
lar urgency CDBG grants shall be maDo

"- * * only on condition that the icant certify to
the satisfaction of the Secretary tuat its Community
Development Program has been developed so as to give
maximum feasible priority to activities which will bene-
fit low- and m~oderate-income families or aid in the pre-
vention or elimination of slums or olight."

Section 104(d) requires at least an annual review of com-
pliance with the act requirements and for appropriate adjust-
ments in the amount of the annual grants in accorda..ze with
the findings of such reviews.

HUD field office staff stated that because HUD does not
have effective monitoring guidelines it generally does not
determine whether the community programs give maximum feasible
priority to activities that benefit low- and moderate-income
families, help eliminate slums and blight, or satisfy urgent
community needs.

Monitoring can be more effective by emphasizing indepth
reviews. This would require specific guidelines to field
office staff on how to conduct substantive monitoring visits.

Lack of monitoring emphasis

HUD has emphasized front-end processing and program man-
agement over its post application reviews and site visits.
In fiscal year 1978 about 23 percent of the staff years avail-
able for entitlement communities was allocated to monitoring
activities. In contrast, .' percent was allocated for appli-
cation processing and program management. This appears in-
consistent with the importance that legislative committees
placed on HUD postaudit and review procedures. Field office
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staff said greater emphasis had to be placed on the monitoring
function to adequately fulfill their legislative responsibi-lities.

Lack of standards, criteria,
and peformance data

The problems we found on the applications and the per-formance reports have weakened HUD monitoring of CDBG pro-grams. Without specific goals and milestones in the applica-tions to measure progress, city personnel cannot readilydocument prugress in their performance reports nor can HUDcommunity development representatives easily evaluate theadequacy of performance.

Furthermore, vague and incomplete data included in somecommunity performance reports hamper evaluations. HUD fieldoffice staff stated that they do not systematically verifythe data provided by grantees because, in general, perform-ance reports are vague and incomplete and are not useful forevaluating performance. Also, the HUD monitoring handbookdoes not require HUD officials to verify performance reportdata. If HUD continues to accept incomplete performance re-ports and does not verify the data provided, HUD will not havea valid basis for assessing performance.

NEW REGULATIONS

In March 1978 HUD issued new regulations, effective
May 1, 1978, which if implemented properly should improve itsmanagement and evaluation of the CDBG program. These regula-tions require communities to provide more specific informa-tion in their grant applications about proposed projects toeffectively evaluate project performance. Information re-quired includes

--description, location, purpose, and duration ofthe project;

-- the sequence of activities which must occur to achievedesired results;

-- identification of the entity responsible for each proj-ect;

-- whether the activity principally benefits low- andmoderate-income persons, aids in preventing or elimi-nacing slums and bliqht, or meets other community needshdving a particular urgency; and
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-- anticipated accomplishments.

The additional information should allow communities
to more effectively document their performance in the GPRs
by comparing progress to their standards and legislation
objectives. Thus, HUD should be better able to evaluate
commmunity programs.

These new regulations will be ineffective, however, if
similar revisions are not made to GPRs. GPR format should be
revised to complement the application by requiring communities
to report progress in terms of the performance standards es-
tablished in the application.

HUD-revised applications should provide HUD a more
accurate basis for measuring progress. To fully benefit from
the application changes, however, HUD headquarters should em-
phasize indepth monitoring, provide adequate guidancr to
field office staff, and verify the data that communities pro-
vide.

Since these new application requirements were not effec-
tive until May 1, 1978, they will nct affect many grant appli-
cations for calendar year 197e. Thus, the benefits from these
new regulations will not fully accrue until calendar year
1979.

CONCLUSIONS

HUD has neither required nor obtained the information
needed to determine whether grantees are using CDBG funds to
meet legislative objectives. HUD procedures and requirements
for grantee applications for funds, annual grantee reports on
performance, and HUD field staff monitoring of grantee per-
formance suffer from inadequate measurable performance stan-
dards. Such standards--when applied to grantee-planned activ-
ities--would provide the grantee and HUD with a more objec-
tive basis to evaluate performance; assess progress toward
meeting community and legislative objectives; and determine
future-year program needs, direction, and priorities. With-
out such standards, grantee performance and progress are not
measurable, and HUD lacks assurance that program funds are
being used in accordance with legislative objectives.

HUD actions should, if properly implemented, improve the
HUD ability to effectively manage and evaluate the CDBG pro-
gram. However, further HUD action (in regard to GPRs and
monitoring) is necessary to provide HUD with the means to
assess community progress toward meeting legislative objec-
tives. In addition, HUD field offices must improve how they
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carry out their responsibilities. The new grantee require-
ments will not improve the situation if HUD field office
staff continue to accept applications and performance reports
that are vague, incomplete, and do not comply with HUD re-
quirements.

^MENDATIONS

To improve the HUD ability to effectively manage and
evaluate the CDBG program, we recommend that the Secretary of
HUD:

-- Revise the GPR format to require specific infor-
mation applicable to grantee goals, objectives,
and activity performance standards as shown in
grant applications. HLT reviewers should be in-
structed to return to grantees GPRs that are
vague, incomplete, or otherwise do not conform
to revised GPR requirements.

-- Revise the HUD monitoring handbook to assure that
it provides guidance to field personnel for making
substantive assessments of grantee performance.
HUD field office personnel should be instructed to
test and verify grantee-provided information to
assure that it is accurate and can be used to eval-
uate grantee performance.

AGENCY COMMENTS

We discussed our preliminary findings with HUD head-
quarters officials in March 1978 and discussed our draft re-
port with them in July 1978. These officials agreed that HUD
has had problems managing and evaluating the CDBG program.
They believed, however, that actions taken and planned would
resolve the problems noted in our report. Specifically, HUD
officials stated:

-- New regulations effective May 1, 1978, woul(. improve
the application by requiring more specific informa-
tion on program activities.

-- HUD plans to improve the format and data rquire-
ments of GPR.

-- HUD has requested authorization for additional moni-
toring staff and will give greater emphasis to sub-
stantive issues.

-- The monitoring handbooks will be revised.
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Concerning revision of GiR, the officials said they
have obtained suggestions for improving GPRs from HUD field
personnel and block grant recipients. HUD is also awaiting
the recommendation of a task force--made up of Community
Development Directors from four cities--which should be sub-
mitted to HUD by August 1978. The HUD officials were uncer-
tain as to when the GPR revisions would be completed, however,
because of higher priority work demands on their staff.

We were also advised that the organizational unit respon-
sible for the monitoring handbook is being staffed to make the
necessary revisions. They currently have four persons on
board and anticipate adding two more shortly. The headquar-
ters officials said that field input will be solicited on thedraft handbook after it has been prepared. The handbook was
initially scheduled to be completed by September 1978, but
that date will not be met. As with the GPR revisions, the
officials were uncertain about when the handbook revisions
would be completed.

The changes planned by HUD should alleviate the problems
we identified. However, HUD has been wrestling with improving
GPRs for over a year, and it has been 6 months since HUD rec-
ognized that its mo:itoring of CDBG Programs should focus on
more substantive issues. In view of HUD uncertainty about
completing GPR and handbook revisions, the necessary revisions
may not be made for some time. GPRs and the monitoring hand-
book must be revised soon if HUD is to realize the maximum
benefils of tne improvements in the application requirements.

16



CHAPTER 3

BUD DOES NOT ADEQUATELY REPORT ON

PROGRAM PROGRESS AND USE OF FUNDS

Section 113 of the act requires the Secretary to report
annually to the Congress on (1) the progress made in accom-
plishing CDBG program objectives and (2) the use of such
funds as approved by the Secretary during the preceding
fiscal year. HUD annual reports to the Congress on the
block grant programs, however, provide very little informa-
tion on the actual use of block grant funds and program
progress. HUD has relied primarily on information from com-
munity applications--which identify planned activities--with
limited followup through interviews and questionnaires be-
cause GPRs could not be relied on as a performance data
source. The annual reports have provided much useful infcr-
mation but, without actual performance data, the reports will
not adequately assess the extent of progress being made in
accomplishing program objectives nor identify the actual
uses of program funds.

REPORTS BASED ON PLANNED ACTIVITIES

The introduction to the Secretary's first annual report
on the CDBG program (1975) included a comment that the report
was based on planned use of funds, but indicated that later
reports would evaluate actual implementation:

"* * * At this point, most recipients have had
very little time for actual implementation of the
Community Development Programs; therefore, this
Report is, of necessity, based on recipients'
planned program objectives and use of funds.
Later reports will indicate the extent to which
actual implementation differs from plans as well
as other aspects of the program. * * *"

Our analysis of the annual reports for the second and
third years showed that much of the information reported to
the Congress is still based on planned rather than actual
activities. For example, the HUD second and third annual
reports to the Congress included the following comments,
which indicated that much HUD information is based on grant-
ees' budgets, plans, or goals:

"Comparison of Fiscal Year 1975 and 1976 budgets
and applications for a sample of CDBG entitlement
communities reveals little change in the legisla-
tive objectives receiving emphasis. * * *"
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"Entitlement communities, in developing their
Fiscal Year 1976 block grant programs, budgeted:

"--57.3 percent of the funds for activities that
benefit families in low- or moderate-income areas.

"--38.6 percent of the funds for activities that
aid in the prevention or elimination of slums
or blight.

"--9.6 percent of the funds for activities certi-
fied as meeting other community development
needs of particular urgency."

* * * * *

"Entitlement communities gave primary emphasis to
redevelopment, public works, and housing rehabili-
tation. Emphasis changed between Fiscal Year 1975
and 1976 in these three areas: redevelopment
(-8.2 percent), other public works (+7.3 percent),
and housing rehabilitation (+5.3 percent). The
proportion of funds budgeted decreased for all
other activities except one; a slight increase
was planned for open space and neighborhood
facilities projects. * * *"

* * * * *

"Communities are budgeting assistance for more
than half the census tracts within their bound-
aries. * * *"

* * * * *

"The average annual housing assistance oal showed
an overall increase of 10 percent from t7 to
1976. The average * * number of units planned
to be substantially rehabilitated increased 37
percent; the average units planned for new con-
struction decreased by 6.5 percent; while average
community goals for meeting needs through exist-
ing units stayed the same for the first and second
years. * * *"

"Program mix of housing assistance proposed by all
communities for Fiscal Year 1976 (with comparable
1975 percentages in parentheses) was: 35 percent
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through construction of new units (40%); 38 per-
cent through substantial rehabilitation of de-
teriorating housing (30%); and 27 percent through
existing units by means of rental subsidies to
eligible families (30%).

"The Fiscal Year 1976 goal would meet eight per-cent of the housing need identified by the com-
munities, compared to seven percent for Fiscal
Year 1975."

* * * * *

"Communities plan to rehabilitate, with CDBGfunds, 36 percent more residential dwelling units
in Fiscal Year 1976 than they planned to rehabili-
tate in Fiscal Year 1975."

* * * * *

"Funds budgeted for this objective * * * were
* * 4 4 .3 percent in Fiscal Year 1977. * * *"

* * * * *

RMore than 55 percent of Fiscal Year 1977 programfunds * * * in the 147 sample cities are budgeted
for low and moderate income residential neighbor-
hoods or are for activities * * * benefiting low-
and moderate income families and persons * * *."

* * * * *

"* * * A total of 54.5 percent of the Fiscal Year
1977 funds in the sample cities visited is bueted
for target areas in which most of the CDBG activi-ties are intended to encourage property owners torehabilitate their properties, according to city
officials. * * *" (Underlining added.)

GRANTEE PERFORMANCE REPORTS NOT RELIABLE

According to HUD headquarters officials, information onactual progress has not been included in the HUD annual re-port because reliable information needed for evaluating andreporting grantee progress has not been available. For ex-ample, in a July 1977 memorandum to the Assistant Secretaryfor Community Planning and Development, the HUD Office ofEvaluation noted that data from grantees was not valid andcould not be used as the basis of a performance analysis.
The memorandum stated: "It is unfortunate that data required
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on the GPRs are not credible and cannot be used as a re-
liable source in our evaluation of performance."

As a result, much of the information in the HUD second
and third annual reports to the Congress was based on data
from a sample of community applications and interviews with
community representatives. For example, the third annual
report was substantially based on the following data sources:

--Applications and housing assistance plans were re-
viewed for 147 entitlement cities.

--A subsample of 25 communities was selected for field
visits and telephone surveys to obtain more detailed
data. Interviews were conducted with HUD and commun-
ity representatives.

Thus, much of what HUD has reported to the Congress has been
based on planned activities because HUD has not had an effec-
tive system for obtaining reliable data on actual program
performance.

ADEQUATE DAY I ACTUAL PROGRESS NOT
AVAILABLE FOR _)78 ANNUAL REPORT

As discussed previously, HUD has not obtained data for
effectively evaluating program progress by grantees. Effec-
tive May 1, 1978, new application regulations require more
specific information on planned program activities. However,
sin-e many applications for the 1978 program year were sub-
mitted before May 1, the new requirements will primarily
affect grantee applications for 1979. GPRs covering 1979
program activities will thus be the first reports relating
grantee performance to specific, measurable performance stand-
ards. As a result, HUD will not have adequate actual perform-
ance data for its 1978 report to the Congress.

CONCLUSIONS

HUD has not reported actual program progress to the Con-
gress because it has not developed a system for accumulating
and evaluating measurable data on grantee accomplishments.
If our recommendations on page 15 concerning GPRs and moni-
toring are properly implemented, HUD should have the manage-
ment tools necessary to effectively evaluate and report to
the Congress on the progress in accomplishing CDBG program
objectives and in using CDBG funds.

Since full implementation of these recommendations may
not be complete until calendar year 1979, the HUD fourth
annual report to the Congress may have to be prepared with-
out actual progress data.
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AGENCY COMMENTS

We discussed our draft report with HUD headquarters
officials in July 1978. These officials said that our report
seems to be based on evaluations of the first two HUD annual
reports, and that it does not adequately recognize the dif-
ferences in methodOlogy used for the third annual report.
They said that field and telephone surveys of small samples
of communities were used to provide HUD with information on
actual program progress. The officials stated that all chap-ters in th, HUD report contained information from the surveys
except for chapters 13, 14, 15, 16, and 16, which were based
on analysis of 147 community applications.

Our criticism of the HUD annual reports is based on our
evaluations of all three reports issued to date. The HUD
third annual report is a voluminous 454-page document consist-
ing of 23 chapters and assorted appendixes, which contains a
wealth of useful information on the CDBG program. The report
did develop information through the use of field and telephone
surveys of a small subsample of communities, but the data
used came from 18 to 25 communities (depending on the sub-
ject). The data collected from this subsample provided HUD
with the views and perceptions of local officials and resi-
dents on the CDBG programs as well as information on the ac-
tual progress of program implementation. The third annual
report, therefore, did contain some judgments about program
progress--this is a departure from the two previous reports.

Field visits an'- telephone surveys are useful for ob-
taining supplementary information and for gaining program
insight. In view of the over 1,300 entitlement communities
receiving funds, however, information developed from 25 com-
munities is limited in providing adequate information on
actual total program progress. We believe adequate informa-
tion on actual program progress is not being provided by
knowing what 18 to 25 communities are doing.

Although the third annual report uses the results of
field visits and telephone surveys, discussions in the re-
port dealing with the total program are based on planned
activities. The chapters in the annual report that use
data based on planned or budgeted information deal with
major activities being funded (water and sewer, street im-
provements, rehabilitation), their location, and their re-
lationship to the act's national objectives. We believe
that until HUD can provide data from a representative sample
of the actual funds used by an activity, its location, and re-
lationship to the act's national objectives, a true indication
of total program progress and funds use is not possible.
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GPR provides HUD with the means for obtaining actualprogram information on all communities participating in the
CDBG program. We believe that the improved application re-quirements and anticipated changes in GPR format should pro-vide HUD with the information needed to report on the actualuse of program funds and the progress being made in accom-plishing the program objectives, but this information will notbe available until GPR is revised. (See p. 20.)

RECOMMENDATIONS

To show the Congress that adequate data on actual pro-gram progress and use of funds is unavailable, and to informthe Congress of HUD actions to obtain such data, we recommend
that the Secretary of HUD advise the Congress in her 1978
annual report to the Congress on the block grant program of

-- the specific actions HUD has taken or plans to take to
obtain information on the actual progress in accom-
plishing CDBG program objectives and the actual use of
program funds and

-- the HUD timetable for completing the above actions.
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APPENDIX I 
APPENDIX I

COMMUNITY APPLICATIONS REVIEWED FOR SPECIFIC

INFORMATION ON PROGRAM ACTIVITIES

(1) Boise, Idaho

(2) Everett, Washington

(3) Salem, Oregon

(4) Eugene, Oregon

(5) Richland, Washington

(6) Spokane, Washington

(7) Tacoma, Washington

(8) Yakima, Washington

(9) Coos Bay, Oregon

(10) Portland, Oregon

(11) Reedsport, Oregon

(12) Vancouver, Washington

(13) Cleveland, Ohio
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APPENDIX II APPENDIX II

GRANTEE PERFORMANCE REPORTS REVIEWED

TO EVALUATE PROGRESS MADE TOWARD

MEETING LEGISLATIVE OBJECTIVES

(1) Pocatello, Idaho

(2) Bellevue, Washington

(3) Boise, Idaho

(4) Eugene, Oregon

(5) Everett, Washington

(6) Portland, Oregon

(7) Richland, Washington

(8) Spokane, Washington

(9) Tacoma, Washington

(10) Coos Bay, Oregon

(11) Salem, Oregon

(12) Vancouver, Washington

(38465)
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