
 

CITY COUNCIL AGENDA REPORT 
MEETING DATE:  June 7, 2011 ITEM NUMBER:   

SUBJECT: Public Hearing for Fiscal Year 2011-2012 Funding Priorities for 
Community Development Block Grant (CDBG) and HOME Investment 
Partnership Program (HOME)  

 
DATE: MAY 19, 2011 
 
FROM:  CITY MANAGER’S OFFICE/HOUSING AND COMMUNITY DEVELOPMENT 
 
PRESENTATION BY: ALMA PENALOSA, MANAGEMENT ANALYST 

MURIEL ULLMAN, NEIGHBORHOOD IMPROVEMENT MANAGER 
 

 
FOR FURTHER INFORMATION 
CONTACT: 

MURIEL ULLMAN, NEIGHBORHOOD IMPROVEMENT 
MANAGER (714) 754-5167 

 

 
 
RECOMMENDATION  
 
That the City Council: 
 
1.  Approve recommended allocation for the Fiscal Year 2011-2012 Community 

Development Block Grant (CDBG) Application.   
 
2.  Approve recommended allocation for the Fiscal Year 2011-2012 HOME 

Investment Partnership Grant. 
 
3.  Approve resolution (Exhibit A) authorizing the City Manager to act as the official 

representative of the City in order to submit the Annual Action Plan (Exhibit B) 
and all certifications and assurances contained therein, and directing and 
authorizing the City Manager to act in connection with the submission of the 
Annual Action Plan, and to approve minor changes and provide additional 
information as may be required. 

 
 
 
 
 



 
BACKGROUND 
Costa Mesa is a Housing and Urban Development (HUD) entitlement City which is 
automatically eligible to receive Community Development Block Grant (CDBG) and 
HOME Partnership Program Grant (HOME) funds.  These two (2) HUD programs 
annually provide over $2 million to the City and offer an array of services that either  
assist low and moderate income persons and/or arrest blight in deteriorated 
neighborhoods.   
 
The Housing and Community Development Division of the Chief Executive Officer’s 
Department is responsible for administration of the City’s CDBG and HOME Grants.  
CDBG and HOME programs and projects must reflect the needs outlined in the City’s 
Consolidated Plan.   
 
In April of 2010, the City Council approved the 2010-2014 Consolidated Plan.  The 
Consolidated Plan is a five (5) year planning document required by HUD for all 
communities receiving entitlement community development funds.  It was approved via 
a collaborative process with the local community whereby a unified vision for community 
development actions was established.  The Consolidated Plan offers local jurisdictions 
the opportunity to integrate the various housing and community development programs 
into effective neighborhood strategies thereby creating a platform for strategic planning 
designed to reduce duplication of effort at the local level. The Plan must include the 
following elements:  a projection of housing needs for the next five (5) years, a 
discussion of specific housing problems including cost burdened households, 
substandard housing and overcrowding; community development and infrastructure 
needs; and a homeless needs analysis.  Finally, the Plan provides priority needs and 
objectives and a one year Action Plan.  The priorities in the 2010-2014 Consolidated 
Plan were utilized to determine the proposed programs and projects presented in 
the 2011-2012 Budget.   
 
 
ANALYSIS 
The Housing and Community Development Division is responsible for administration of 
the City’s CDBG and HOME Grants.  All CDBG funds must be utilized to achieve one 
(1) of three (3) national objectives: Elimination of slum and blight, benefit to low and 
moderate persons and/or meet an urgent need.  HOME funds must be used solely to 
increase housing opportunities for low-income residents living in Costa Mesa.   
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A.  CDBG FUNDS 
 

The City of Costa Mesa has been notified by HUD that  it’s  FY 2011-2012 CDBG Grant 
will be approximately $1.2 million, a 20% reduction of almost $245,000, from the current 
fiscal year. Of the grant amount, a maximum of fifteen percent (15%) may be utilized for 
Public Service Grants and a maximum of twenty percent (20%) may be allocated for 
administration.  HCD is proposing allocation of these funds as follows: 
 

Total Funds Available:  $ 1,228,324 
 
Administration 
20% Administration $   245,664  
(includes staff salaries, fair housing contract,  
CDBG consultant contract and M&O for Division) 
 
Existing Programs 
15% Public Service Grants $   184,248 
(13 recommended grants) 
 
Code Enforcement $   321,011 
(includes salaries for 2 FT officers, clerical 
and M&O for Program) 
 
“Neighbors for Neighbors” Program $     92,966 
(2 community events per year – includes 
staff salaries and M&O for Program) 
 
Tool Rental Program  
(includes funding for 20 grants) $     12,000
 
Total Budgeted for Existing Programs $    610,225 
 
Available for New Projects and Programs $    372,435 
 
New Projects and Programs 
Staff solicited project requests from Department Heads, Division Managers, and the 
City Council.  The City Manager reviewed all proposals and recommended the 
following project for funding: 
 
1) Mission Drive Alley Improvements:  $372,435 

(from Mendoza Dr. to La Salle Ave.) 
  

 Budgeted for New Projects and Programs $    372,435 
     

Total Unappropriated Funds    $       - 0 - 
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CDBG-R Funds 
In 2009 as part of the American Recovery and Reinvestment Act (ARRA), the City of 
Costa Mesa was allocated $366,000 in one-time CDBG-R funds to undertake eligible 
activities. The intent of the Community Development Block Grant Recovery Act 
Program (CDBG-R) is to primarily invest in economic development, housing, 
infrastructure and other public facilities activities that will quickly spur further 
economic investment, increased energy efficiency, and/or  job creation/retention. 
The full range of CDBG-eligible activities can be funded with CDBG-R funds, 
however priority should be given to projects that can be started and completed 
quickly and that promote the intent of the CDBG-R and ARRA guidelines.  
 
The majority of the City’s CDBG-R funds were expended in 2010 on two street 
improvement projects– Knowell Place and Ralcom Street. There is presently about 
$56,000 in remaining CDBG-R funds.  
 
The following new program, which was presented to the 3R  Public Service Grants 
Sub-Committee as part of the interview process, is being recommend for a portion of 
the remaining CDBG-R funding:  
 
 
1) Large Item Disposal Program Public Service Grant ($  20,300):  

The Large Item Disposal Program will serve as a complement to the existing 
Neighbors for Neighbors Clean-Up Program.  The Program will place dumpsters 
in 6 different areas in the CDBG Target Area for residents of multi-family units to 
dispose of large debris. 
 
On January 31, 2011, during the Public Service Grants interview, the Large Item 
Disposal Program was introduced to the 3R sub-committee.  The sub-committee 
had the opportunity to review and provide input on the proposed program.  They 
expressed concerns over the possible duplication of efforts with CR&R Waste 
Services as well as with the budget, specifically the number of hours calculated 
for intern(s) to work the program. 
 
After further research, it was determined that in 2010,  1,277 single family 
dwelling residents took advantage of the free bulky item curbside pickup offered 
by CR&R.  Conversely, only 2 multi-family dwelling units utilized the free service. 
 
CR&R multi-family customers have the option of receiving more than 1 bulky item 
pickup, but are required to have their landlords make the requests.  Additional 
curbside pickups have a fee of $53.92 for up to 3 items and $18.51 for additional 
items. Also, CR&R does not cover all of the target areas.  
 
The revised Program and budget were presented to the full 3R Committee at it’s 
March 22, 2011 meeting.  After much discussion regarding duplication of 
services with CR&R,  the Committee passed a motion requesting staff research if 
CDBG-R funds could be used to enhance marketing efforts for CR&R’s existing 
bulky item collection services. 
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Staff researched CDBG-R’s criteria and contacted HUD for an opinion. A cursory 
examination by HUD determined that enhancing marketing efforts for CR&R, is 
not an eligible expense due to the fact that advertising for a private company 
does not meet HUD’s national objective of benefiting all CDBG target area 
residents. 
 
Please see Exhibit C for the revised Large Item Disposal Program application 
and budget. 

 
 
B.  HOME FUNDS 
 
The City of Costa Mesa has been notified by HUD that it’s FY2011-2012 HOME 
Program Grant appropriation will be approximately $662,000, a 14% reduction of 
approximately $92,000 from the current fiscal year.  Additional HOME funds being 
budgeted include $181,000 in prior years’ funds for a total HOME budget of $843,190.  
Of the grant amount, a required fifteen percent (15%) must be utilized for an eligible 
CHDO Project and a maximum of ten percent (10%) may be allocated for 
administration.  HCD is proposing allocation of these funds as follows: 
 

Total Funds Available:  $  843,190 
 
Administration 
(10% plus prior years Admin funds)  $     93,880 
 
15% CHDO Reserve (HUD mandated) $     99,310 
 
 
Available for Projects and Programs $    650,000 
 
Existing Programs 
Single Family Rehab Loan Program $   400,000 
(includes funding for 8 loans) 
 
Neighborhood Improvement Grant Program  
(includes funding for 21 grants plus salaries)  $   250,000
 
Note: Redevelopment Low-Mod  funds will be added 
to above Single Family Rehab Programs for addt’l 
loans and grants.  
 
Total Budgeted for Existing Programs $   650,000 
 
Available for New Projects and Programs $      - 0 -  

C. HOUSING PROJECTS 
 

 5



Last year, the City Council authorized staff to enter into a Funding Commitment 
Agreement with the Harpers Pointe Limited Partnership for a low income affordable 
senior rental project.  This Project will consist of 58 one-bedroom age-restricted 
apartments available to people 62 years of age and older.  The residential portion of the 
four-story building will be located over the top of approximately 5,700 square feet of 
retail space.  Within the residential portion of the building is a community center, which 
will provide services and activities for all the residents.   
 
The City Council and Redevelopment Agency committed $1.375 million to this project. 
These funds were originally appropriated to the Bethel Towers Rehabilitation Project 
which fell out of negotiations due to lack of owner participation.  The Funding 
Commitment Agreement allowed the developer to compete for two rounds of tax credit 
financing.  The developer failed to receive the first round of funding and is presently 
waiting to hear from the Tax Allocation Credit Committee regarding round two (June, 
2011).  Should he not be successful, he may, at that time, request an extension to the 
Agreement as he is currently in negotiations with the County of Orange for a 4% tax 
credit deal.  Staff is planning to return to the Redevelopment Agency and City Council  
in early summer to get direction as to how they would like to proceed with this project or 
an alternate affordable housing project.   
 
 
D.  REDEVELOPMENT & RESIDENTIAL REHABILITATION (3R) COMMITTEE  
 
At it’s March 23, 2010 meeting, the 3R Committee reviewed the estimated allocation of 
CDBG & HOME funds and passed several motions approving the CDBG and HOME 
budgets and the Annual Action Plan as presented.  Questions and concerns raised by 
the Committee included the following:  
 

• Questions were asked regarding code enforcement and the number of 
officers in the target area; and whether the number was sufficient for the 
target area. Staff responded that there are currently 2 full-time CDBG code 
enforcement officers covering the target area which is sufficient.  

 
• Concerns were raised about the need for a 15% public service grant 

allocation and the possibility of reducing the percentage in future years. A 
committee discussion was agendized for a future 3R meeting.    

 
• Concerns were raised about the proposed Large Item Disposal Program. 

These concerns were addressed earlier in this staff report.  
 
2010-2011 ACTION PLAN 
The 2011-2012 Fiscal Year is the second year of the current Consolidated Plan cycle.  
The Action Plan is the link between the goals and objectives listed in the Consolidated 
Plan with actual projects and activities to be carried out during a 12-month period or 
fiscal year.  The specific time frame covered by the 2011-2012 Action Plan begins July 
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1, 2011 and ends June 30, 2012.  The Action Plan includes several HUD required 
components including: 
  

         A list of federal, non-federal and private funds expected to be available to address 
priority needs and objectives. 

         A descriptions of the activities the City will undertake in 2011-2012 to meet priority 
needs.   

         A description of the geographic distribution of federal assistance. 
         An outline of the activities that will be undertaken to address the needs of the City's 

households at-risk of homelessness, those currently homeless, and persons that are 
not homeless but have special needs 

         An evaluation of how the additional strategies outlined in the Consolidated Plan will 
be addressed during 2011-2012. 

         A discussion regarding certain program requirements for the CDBG and HOME 
programs. 

         A description of the standards and procedures used to monitor activities carried out 
in furtherance of the Consolidated Plan and the Action Plan. 

  Various certifications related to the implementation of the Consolidated/Annual 
Action Plan, and the CDBG and HOME programs. 

 
The existing programs listed in the respective budgets represent City Council priorities 
as expressed in the 2010-2014 HUD Consolidated Plan and Community Objectives.  
New projects represent requests that have been submitted to staff and reviewed by the 
City Manager for adherence to the above mentioned criteria.  Existing and new projects 
recommended for funding are further described in the 2011-2012 Action Plan (Exhibit  
B).   
 
FISCAL IMPACT 
For fiscal year 2011-2012, the City will receive a total of $1,228,324 in Community 
Development Block Grant (CDBG) funds.   
 
For fiscal year 2011-2012, the City will receive $662,069 in HOME Investment 
Partnership Program (HOME) funds.  Additional HOME funds being budgeted include 
$181,121 in prior years’ funds.  Therefore, the total amount of available HOME funds for 
2011-2012 is $843,190. 
 
 
ALTERNATIVES CONSIDERED 
The City can choose not to fund the proposed programs and projects and/or ask staff to 
research other eligible activities. However, this would delay submission of the Annual 
Action Plan to HUD and subsequently, receipt of grant funds for FY11-12.  Additionally, 
HOME Program funds have a 2 year commitment deadline and any delay could put the 
funds in jeopardy of being returned to the federal government.  
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LEGAL IMPACT 
There is no adverse legal impact anticipated by the Council’s taking the recommended 
action(s), based upon the documents and information provided to this office. 
 
 
CONCLUSION 
The existing programs listed in the respective budgets represent City Council priorities 
as expressed in the HUD Consolidated Plan and Community Objectives.  New projects 
represent requests submitted to staff and reviewed by the City Manager and staff for 
adherence to the above-mentioned criteria.  Also for your reference, an Eligible 
Activities Summary and a map of the HUD Target Area are attached as Exhibit D.  
 
As required by HUD, a notice was published on April 2, 2011 inviting the public to 
comment during the thirty-day (30) comment period.  The comment period began on 
April 3, 2011 and concluded on May 2, 2011. 
 
It is recommended that the City Council: 
 

1. Approve recommended allocation for the Fiscal Year 2011-2012 Community 
Development Block Grant (CDBG) Application.   

 
2. Approve recommended allocation for the Fiscal Year 2011-2012 HOME 

Investment Partnership Grant, including reallocation of prior years’ funds.   
 

3. Approve resolution (Exhibit A) authorizing the City Manager to act as the official 
representative of the City in order to submit the Annual Action Plan (Exhibit C) 
and all certifications and assurances contained therein, and directing and 
authorizing the City Manager to act in connection with the submission of the 
Annual Action Plan, and to approve minor changes and provide additional 
information as may be required. 

 
 
 
 
______________________________  ______________________________ 
Thomas R. Hatch     Muriel Ullman 
Chief Executive Officer    Neighborhood Improvement Manager 
 
 
Attachments:  Exhibit A – Resolution
 Exhibit B – Annual Action Plan 
  Exhibit C – Large Item Disposal Program Application and Budget

Exhibit D – Eligible Activities Summary and Map of the HUD Target Area
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http://www.costamesaca.gov/ftp/council/agenda/2011/2011-06-07/CC_6-7-11_Budget_11-12_Attach_A.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-06-07/CC_6-7-11_Budget_11-12_Attach_B.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-06-07/CC_6-7-11_Budget_11-12_Attach_C.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-06-07/CC_6-7-11_Budget_11-12_Attach_D.pdf
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