
 

MEMORANDUM 

TO:  Governing Body, City of Cheyenne 

FROM:  Renee Smith, Grants Manager 
DATE:  JANUARY 4, 2023 
SUBJECT: RESOLUTION TO DECLINE HUD CDBG ENTITLEMENT CITY STATUS 

Before you is a resolution authorizing the Mayor to decline the Community Development Block Grant 

Entitlement Program funds beginning with the Housing and Urban Development program year 2024 

which is the City’s fiscal year 2025.  Due to the impact that this will have on the City and program 

participants, I would like to provide a more detailed explanation of what led to this request. 

Before I begin, I would like to read comments from the City of Casper and Douglas County Colorado 

who both declined their CDBG Entitlement status within the last few years.  The Casper Community 

Development Director said, “the time requirements for City staff to complete the onerous 

requirements to qualify projects and the increasing quantity of HUD reporting requirements are not 

balanced with the results that are realized by the City’s low income citizens.  She also used the terms 

infeasible and impractical. “The reporting requirements and attempts to satisfy the Denver HUD Staff 

have become exhaustive and City Staff efforts can be utilized in a more efficient and productive 

manner to connect Casper’s citizens with local resources, and to pursue other sources of funding to 

benefit our low income population.”   

The Board of County Supervisors representing Douglas County Colorado were concerned with 

HUD’s ‘reinterpreting and changing the intent of the Fair Housing Act’.  One member said, “We 

heard from and worked with members of our community concerning the potential impact of receiving 

these federal dollars from HUD and we share their concerns.  My principal concern moving forward 

is with the assertiveness of the present rule and the potential that it can prevent us from being 

compliant with the Fair Housing Act regardless of our desired intent.” The terms they used for the 

growing number of rules attached to CDBG funding were unreasonable, unachievable, and ill 

conceived.  

Over time, the City of Cheyenne has managed the HOME, Hand, and CDBG HUD programs to help 

homeowners with repairs, lead paint remediation, and creating affordable housing for low income 

households. When a homeowner applied for these HOME or HAND dollars, the City of Cheyenne 
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Housing and Community Development Office placed a mortgage on their home and as of six months 

ago, we maintained 30 mortgages for a balance of over $870,000, dating as far back as 1997 and some 

of which don’t expire until 2042; four of the homeowners have been deceased and several more have 

been in foreclosure for many years. We are in the process of re-evaluating the HUD requirements and 

have begun releasing any eligible mortgages as the debt will never be collected on many of them and 

these obligations put the city at further risk. All nonprofit acquisitions funded with CDBG dollars 

have had mortgages on their properties, such as My Front Door, Habitat for Humanity, Family 

Promise, and Safe Harbor. We are releasing these mortgages and amending contracts to comply with 

HUD’s affordability requirements. 

In the last two years, we have had to use City funds to reimburse HUD on three occasions for a 

determination of ineligible services, a cancelled activity, and over expending approved program 

administration dollars.  While these were not high dollar amounts, the potential risk is very high. For 

example, an organization was awarded $589,000 in both CDBG COVID and FY2020 grant funds to 

replace their HVAC system. Due to supply chain and contractor issues, an extension was approved 

until December 31, 2022. We have been unable to pay the contractor invoices due to their incorrect 

wage calculations to comply with federal Davis-Bacon guidelines. Should this activity be deemed 

ineligible by HUD, the entirety of these funds would need to be reimbursed from the City’s general 

fund.  

Currently, we are managing FY2020, 2021, and 2022 funds as well as FY2020 CDBG Covid funds 

that will most likely have to be returned to HUD if we can’t spend them by the deadline. In order to 

spend unused funds, we have to reopen an application cycle, public comment periods, project 

evaluation, and award notifications which could take an additional six months to a year. We have 

been routinely red flagged by HUD for not spending funds in a timely manner. We are given a 

deadline to spend up to 80% of our funds and must submit a remediation plan should we fail to meet 

that requirement. If the remediation plan is rejected, we may be obligated to reimburse all drawn 

funds. Last month, we returned 2015 funds that couldn’t be expended before its deadline. For the 

current FY2023 cycle, we did not receive enough applications for the funds we were allocated. I 

believe that there are several reasons for this, stemming from the substantial challenges that come 

with applying for and managing HUD dollars.   

To give you a few examples: 
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HUD requires that eligible projects meet specific noise standards. Both COMEA and Safe House are 

located in a noise hazard area due to railroad and vehicular traffic. While CDBG funds can be used 

to pay for some noise mitigation such as fencing, windows, doors, and construction materials at an 

increased cost, they could be ineligible for future funding because they will still be considered in a 

noise hazard area.  

An environmental review process is required for all HUD-assisted projects to ensure that the proposed 

project does not negatively impact the surrounding environment and that the property site itself will 

not have an adverse environmental or health effect on end users. Not every project is subject to a full 

environmental review which can take six months to a year to conduct, but every project must be in 

compliance with the National Environmental Policy Act (NEPA), and other related Federal and state 

environmental laws. Grantees must bear the expense of conducting both the Phase 1 and Phase 2 

environmental review. We were approached by a new developer who was interested in applying for 

CDBG funds; however, if ANY funds are used for a housing project, the entire subdivision would 

require an environmental review and be held to all federal grant restrictions. 

CDBG grantees must comply with all existing and new federal provisions to include Buy America, 

Davis Bacon, and Title 3 which requires that any recipients of HUD financial assistance must provide 

job training and employment opportunities for low or very low income residents, particularly those 

who are recipients of government assistance for housing. As an example, one nonprofit organization 

was going to use their CDBG grant award for a subcontractor to perform services.  The subcontractor 

did not want to be registered in SAM.gov which is another HUD requirement, so the funds were 

returned. Several nonprofits have elected to no longer apply for CDBG funds as it is too cumbersome 

for them to manage. 

To conclude, there are other important factors to consider: 

The scope and number of reporting and compliance restrictions creates significant compliance risks 

associated with using HUD dollars.  If we are found in violation during an annual review, not only 

must we reimburse any funds used with CDBG dollars with general funds, but we could face 

suspension or debarment as an institution from all further federal funding, which equates to an 

estimated $11 to $13 million in annual federal grant funds that the City currently receives.  
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The current program director announced her plan to retire at the end of this year; however, she has 

graciously agreed to stay until June of 2024 to assist with this transition. Twenty percent of our annual 

CDBG allocation can be used for program administration expenses; so, for example, for fiscal year 

2022, Cheyenne received $469,606 which means that only $93,921 can be used for program 

administration. To hire a new employee with family health coverage, the total payroll cost is 

$100,914.50. Administrative expenses are also budgeted at $5,000 so there will be an annual budget 

shortage of almost $12,000 that becomes the City’s responsibility. 

Our nonprofit partners will not be deprived of CDBG funds as they are available through the 

Wyoming Community Development Authority.  We are very committed to helping them package and 

apply for state HUD funds.  Affordability housing has and will continue to be a top priority of this 

administration and we will be continuing to seek other sources of funding and building partnerships. 

Robin Lockman, City Treasurer, Deanne Widauf, CDBG program director, and I are here to answer 

any questions.  
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