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Introduction

Community Development Block Grant (CDBG) funds help local governments improve
deteriorating residential neighborhoods, support public services, install water and sewer
facilities for residential areas or to job-creating industrial sites, and provide loans or grants
to large and small businesses. The North Carolina Department of Commerce’s Community
Investrment and Assistance (CI) department administers CDBG funds for community
development activities, while funds for economic development activities are administered
by the North Carolina Commerce Finance Center (CFC). In 2010, North Carolina received
$48,942,431 for the State of North Carolina CDBG program.

After administrative support and technical assistance, $47, 374,158 was available for
distribution statewide using competitive and non-competitive approaches. Due to the high
unemployment rate, nearly $21 million (43.88%) was allocated statewide for eligible
activities that support job creation and stimulation through a competitive process. Another
$14.7 million (31.00%) was committed to housing related activities. The remaining $11.3
million (25.12%) was designated for capacity building, economic development, and other
non-housing related activities. All unused funds were designated for housing-related and
contingency projects.

Determination of Need

Households Assisted According to Priority Need Category

Cl saw continued success of the CDBG program in assisting low-to-moderate income
persons through all program categories. Cl provided direct housing assistance to
approximately 12,700 households in 2010. Actual accomplishments met goals identified in
the 2010 annual action plan in most categories.

The need for the Economic Development category of the CDBG program was determined by
comments generated at public hearings across the state. CDBG economic development is
the only statewide program that specifically targets job creation or retention for low and
moderate income persons. With a statewide unemployment rate of 9.9% (July/2011),
there is a critical need for new jobs with benefits for low and moderate income households
in North Carolina.

Categories of Funding

Cl assisted individuals and families through the following major funding categories:
Scattered Site Housing, Housing Development (with and without Tax Credit), Small
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Business and Entrepreneurial Assistance, Individual Development Account, Economic
Development, Economic Recovery, Talent Enhancement Demonstration and Urgent
Needs/Contingencies. The Economic Recovery category was a one-time category designed
to assist with job creation and retention. Some funding categories comprise more than one
grant category. For clarification, categories specific to housing activities as discussed in the
following sections include: North Carolina Economic Recovery, Scattered Site Housing,
and Housing Development. CDBG grant categories that receive funding but have a broader
community development focus include: Individual Development Accounts, Small Business
and Entrepreneurial Assistance, Economic Development, Talent Enhancement
Demonstration and Urgent Needs/Contingencies.

Information on each grant category is given below.

Scattered Site Housing

Scattered Site Housing (SSH) grants are made to local county governments on a rotating
basis to address housing needs of very low income families throughout the county. County
governments can receive $400,000 every 3 years with funds targeted to very low-income
homeowners for rehabilitation or replacement purposes. Counties submit a detailed plan
that includes all interested municipalities within the county describing how funds will be
distributed to meet housing needs. Scattered Site Housing applicants may request that up
to ten percent of funds be set aside for local option to undertake emergency repairs or
repair/replace on-site well and/or septic systems. Those counties that accomplish their
goals and exhaust funds within two years are eligible to receive up to an additional
$100,000 to continue activities allowed in the SSH category subject to funding availability.
Selection criteria for Scattered Site Housing awards include; community need, community
impact, project design, financial feasibility, distribution plan, and participation process.

Number of Applications Received: 32

Dollar Amount Requested: $12,600,000700

Accomplishments: Thirty-two (32) Scattered Site Housing (SSH) projects were submitted
to Cl'in 2010 for distribution to communities in North Carolina, providing LMI households
with safe, decent, sanitary housing either through rehabilitation or relocation. In addition,
dilapidated homes were either cleared or improved through code enforcement measures,
removing slum and blight from those neighborhoods

Awards: Thirty-two (32) SSH grants have been awarded from the 2010 program allocation
totaling $12.6 million
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Housing Development

Housing Development (HD) grants administered by CI will focus on the creation of multi-
unit rental developments and provide support for homeownership activities for low and
moderate-income families. Local governments in Tier 1, municipalities that have
designated State Development Zones (SDZs) and 215t Century communities will receive
preference for HD funds. The HD allocation is divided into three funding pools: HD with
Tax Credits (Rental housing), HD without Tax Credits (Homeownership), and Individual
Development Accounts (IDAs).

Threshold Requirements: In order to be rated for funding, each applicant must meet
certain minimum requirements: demonstration of adequate capacity; have not applied for
or received more than $1,250,000 cap; create 519% of all units for households below the
area median income and maintain for 20 years; document other sources of funding; work
with CBDO and complete an appraisal for projects with CDBG funded land acquisition.

Selection Criteria: Applicants will be rated according to the following criteria:

Project Design - 85%); and Benefit to LMI Persons - 15%. In the event there are not enough
funds to make an award to all applicants, the following will also be considered: cost
effectiveness; sound growth principles; location of project; capacity; and project furthers
Consolidated Plan priorities.

For Tax Credits, the threshold requirements and selection criteria are the same. Only
projects that are receiving tax credits for multi-unit rental developments through the NC
Housing Finance Agency (NCHFA) can receive these funds.

e Multi-unit Development: Funds will be provided for rental developments, Eligible uses
of CDBG funds include installation of public infrastructure (water and sewer lines are
automatically eligible for funding; streets, sidewalks and drainage may be funded on a
case by case basis), the removal of hazardous material, acquisition of vacant land (by an
eligible non-profit) or vacant historic buildings (by an eligible non-profit or for-profit
developer), and certain rehabilitation activities (on a case-by-case basis). The
maximum grant is $250,000 with a $6,000 per unit maximum.

Number of Applications Received: 22

Dollar Amount Requested: $5,330,000.00

Awards: Twelve (12) awards were made using $2.84 million of the 2010 program
allocation.
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o Single-family Housing: Funds will be available for assisting single-family housing
developments up to $250,000. Eligible uses of CDBG funds include installation of public
infrastructure (water, sewer, streets, sidewalks and drainage), the removal of
hazardous material, and vacant land acquisition by an eligible non-profit or housing
counseling. There is an $18,000 per unit assistance maximum for single-family
projects.

Number of Applications Received: 4

Dollar Amount Requested: $630,000.00

Awards: Three (3) awards were made using $480,000 of the 2010 program allocation.

Individual Development Account (IDA): These funds provide match for down payment

assistance or closing costs to qualified first-time low and moderate-income homebuyers.
The maximum funding is $70,000 per project and the program is non-competitive. IDAs
are funded in 2010 by a $200,000 set aside from the HD line item and from de-obligated HD
funds from previous years.

IDA grants are available only for first-time homeownership. The grant cycle is on a first-
come, first-serve basis. The application requires community-based partnerships with
established track records and trusting relationships in serving disadvantaged
constituencies. The following services must be provided to participants: credit reporting
and counseling, financial literacy, homeownership education, and housing counseling.
Review criteria includes: organizational capacity, goals and objectives, and project
feasibility /readiness.

Number of Applications Received: 2 (both were awarded)
Dollar Amount Requested: $120,000.00

Small Business and Entrepreneurial Assistance

Small Business and Entrepreneurship (SBEA) funding assists local governments to
jumpstart growth of existing small businesses, thus creating new jobs or retaining existing
jobs (Note: Job retention is very narrowly defined by HUD and job retention projects must
meet HUD's criteria). This assistance must lead to the creation or retention of jobs
primarily benefiting low- and moderate-income (LMI) persons. The proposed project must
also include a plan for creating an entrepreneurial environment in the community, one that
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would support and sustain continued economic development and job creation even after
funding for this program has been expended.

The SBEA program was designed to benefit LMI persons through job creation or retention.
Funding eligibility is contingent upon the creation or retention of permanent, full-time jobs,
at least 70% of which must be made available to persons earning 80 percent or less of the
median income for the area within the previous 12 months. (For purposes of the CDBG
program, LMI family income eligibility is determined from data published annually for the
HUD Section 8 housing program.) To review the FY 2010 Income Limits for North Carolina,
visit http://www.huduser.org/datasets/il.html.

Number of Applications Received: 5

Dollar Amount Requested: $1,231,685.00

Awards: Cl awarded four (4) applications for SBEA in December 2010 for the 2010 CDBG
program allocation totaling $1 million.

Economic Development (ED)

This category will continue the policy of providing higher levels of funding to the most
economically distressed areas of the state. The following considerations will be included
for job creation and retention projects during the 2010 program year: 60% of the jobs
created or retained in a project must benefit persons qualifying as prior low and moderate
income (LMI). Funding for Economic Development projects is based on the number of jobs
to be created or retained and the level of distress in the community applying for the funds.
Areas with higher distress rankings, based on the North Carolina Tier rating system, are
eligible for more funds per job created. Additional CDBG funding per job is available for
projects proposed to be located in a current 21st Century Communities as designated by
the Secretary of Commerce.

CDBG funds are granted to local governments for various types of infrastructure
improvements to assist business expansion or retention. A local funding match of at least
one dollar for every three CDBG dollars is required except for the 25 most distressed
counties as ranked for the Article 3] Tax Credits legislation and current 21st Century
Counties. In a secondary priority to infrastructure projects and at the discretion of the
Secretary of Commerce, direct financial assistance to private companies is available as
loans to be negotiated by the local government applicant and a participating North Carolina
commercial bank at a level not to exceed 50% of the bank loan. Repayment of the loan by
the private company becomes program income to the State and is deposited into a CDBG
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economic development revolving loan fund (RLF). Funding from the RLF is available only
as loans.

Loans for industrial shell buildings are available from the RLF based on the projected
number of jobs to be created and the level of distress in the community. These loans will
be at a 2% interest rate with a maximum term of 5 years. Principle payments are deferred
for the first two years of the loan. A dollar for dollar match is required by the local
government applicant for an industrial shell building. Also, up to $500,000 will be set
aside in the RLF for counties in Tiers 1-3 as loans to assist with the costs associated with
certifying industrial sites. These grants are repaid after the certified site is sold or within
five years of award.

Funds are granted to local governments that propose a project in conjunction with a
private for profit business that proposes to restore a vacant building to economic use
resulting in the creation or retention of permanent, full-time jobs by the project company.
To be eligible, documentation must be provided showing the building has been vacant
thirty (30) consecutive days or more. CDBG funds for this category are limited to a
maximum of $750,000 per unit of government per program year. The grant amount is
calculated based on $20,000 per job for 3] Tax Credit eligible businesses and $12,000 per
job for businesses not eligible for tax credits. CDBG funds provided to the company by the
local unit of government will be in the form of a forgiven loan. The loan has a term of five
years with no principal or interest payments. If the project company retains the jobs
pledged in the loan agreement for the five year term, the entire amount is forgiven.

Certain threshold requirements apply, including: $1.25 million cap for the yearly funding
cycle, expenditure levels of open grants, and proper closeout of previous grants.

Number of Applications Received: 17

Dollar Amount Requested: $9,125,501.Q0

Accomplishments: ED awards for grants and loans were made in 2010 by Commerce
Finance Center. The awards were made to local governments who, working with private
companies, will create or retain jobs for low-to-moderate income residents in their
communities. The awards are expected to create or retain 1,285 jobs. Of this number, 818
are expected to be LMI.

Awards: ED awards used $ 8,125,501 of the 2010 program allocation for sixteen (16)
grants.
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Talent Enhancement Demonstration (TED)

TED is a pilot program targeting local units of government to enhance their capacity to
develop strategic and competitive CDBG proposals and grant administration. The aspects
of enhancement include economic impact analyses, community survey research and design,
grant administration and writing, and feasibility study preparation. The grants are
awarded through a first come, first serve competitive process with priority given to Tier 1
countiés and local government in 21st century Communities. A Talent Enhancement
Demonstrate Grant must result in a future application in one of DCA’s CDBG grant
categories.

Number of Applications Received: 2

Dollar Amount Requested: $100,000.00

Awards: Of the applications that were received, two (2) had been awarded using the 2010
program allocation totaling $100,000.

Urgent Needs/Contingencies

Contingency Grants may fund eligible projects to meet community development needs that
1) were not funded under a program category, or 2) for activities identified as high priority
or special projects, subject to fund availability.

Number of Applications Received: 20 (1 for Urgent Needs)

Dollar Amount Requested: $9,477,827.00 ($553,500.00 for Urgent Needs)

Accomplishments: Cl received nineteen (19) letters of interest and/or applications for
Contingency in 2010. Most of the requests are for water and sewer infrastructure
activities.

Awards: Of the applications that were I:ECEiVEd, seventeen (17) had been awarded using
the 2010 program allocation totaling $8,821,653. The remaining contingency and urgent
need applications were funded with de-obligated funds from previous allocation years.

Economic Recovery
NC CDBG Economic Recovery (NC CDBG ER) grants were made to the highest ranking

communities among those applications that were submitted in June 2009 in a competitive
process but not funded as a part of the American Recovery and Reinvestment Act of 2009
for CDBG funding. CI chose NC CDBG ER projects from a pool of applicants requesting
funds from one of three categories. The categories include: Infrastructure, Housing, and
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Special Projects. Each project was required to meet a national objective and identify the
creation and/or retention of jobs for the project. Infrastructure and public facility projects
were expected to have a minimum 70 percent low and moderate-income benefit plus jobs.
Housing projects were required to have a 100 percent low and moderate-income benefit
plus jobs to every activity including housing. In addition, projects that address high
unemployment areas of the state and are “bid-ready” will received highest priority for
funding.

Number of Applications Received: 39

Dollar Amount Requested: $22,092,827.00

Accomplishments: Twenty six (26) Economic Recovery grants were recommended for
award in the 2010 program year. Of the recommended projects 18 were housing; 4 public
facilities including parks and neighborhood/senior centers; and 4 water and sewer
infrastructure projects. Performance outcomes will appear in the 2011 CAPER.

Awards: The awards made in February 2010 totaled $14,037,003.80.

Grants Awarded From 2010 CDBG Allocation

The chart on the following pages details the grants that were awarded from the state’s
2010 CDBG allocation by grant category, county where project is located, name of
grantee/designation, grant amount, grant number and project description.
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