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The Honorable Henry B. Gonzalez 
Chairman, Subcommittee on Bousing 

and Community Development 
Committee on Banking, Finance and 

Urban Affairs 
House of Representatives 

Dear Mr. Chairman: 

On September 20, 1984, you requested that we undertake a 
follow-up review of our March 5, 1984, report on the Urban Devel- 
opment Action Grant (UDAG) Program administered by the Department 
of Housing and Urban Development (HUD). However, in an October 
22, 1984, meeting with your office, it was agreed that we should 
defer this effort and review the UDAG application selection sys- 
tem, since congressional hearings addressing criticisms of the 
system were expected in early 1985. Specifically, you requested 
that we review the selection system's effect on metropolitan com- 
munities' participation in the program and analyze the funding 
changes that would occur based on selected alternatives to this 
system. In addition, your office asked for information on whether 
housing projects were disadvantaged compared to other types of 
projects under the selection system. Information was also re- 
quested on the eligibility criteria for communities with pockets 
of poverty and how applications from these communities were 
selected under the new system. (A pocket of poverty is an area 
within a community that qualifies for funding, although the entire 
community does not meet the UDAG Program's economic distress 
standards.) 

The UDAG Program was established in 1977 as part of the 
Housing and Community Development Act. The purpose of the pro- 
gram is to assist severely distressed cities and urban counties 
in alleviating physical and economic deterioration. The program 
is designed to stimulate private investment in severely distressed 
communities by providing partial funding for economic development 
projects. Essentially, the program provides funds to a distressed 
community, which grants or lends the funds to a private developer, 
thus improving the feasibility of otherwise marginal private sec- 
tor economic development projects. These projects are intended to 
stimulate private investment, increase local tax revenues, and 
provide jobs. Grants are for'three types of projects--industrial, 
commercial, and neighborhood. Neighborhood projects are often a 
mix of housing and commercial development, but could represent 
housing development only. These projects were funded on a quar- 
terly basis-- referred to as a funding round--through fiscal year 
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1984. But beginning in fiscal year 1985, however, applications 
will be funded every 4 months rather than every 3 months. 

HUD officials said that from the program's initial grants in 
1978 through fiscal year 1983, all qualifying UDAG applications 
(those that met threshold requirements, such as having a firm 
private financial commitment) were funded. By fiscal year 1984, 
however, this was no longer possible because there were more 
qualifying applications than there were funds available. As a 
result, in December 1983 HUD initiated a competitive application 
selection system. 

On the basis of the act's legislative requirements and the 
program's regulations, HUD officials developed a loo-point selec- 
tion system. Factors related to the community, such as the amount 
of poverty and pre-1940 housing, are assigned a maximum of 70 
points. A maximum of 30 points specifically relate to the pro- 
posed project and include such factors as the number of new 
permanent jobs to be created. 

The point selection system has changed UDAG funding patterns 
in every subregion of the country, according to HUD records. The 
largest increase, almost 7 percent, occurred in the South Atlantic 
subregion. The East North Central subregion experienced the 
greatest decrease of funds, 7.5 percent. (See p. 11 for a re- 
gional map.) As a result, funding pattern changes have given rise 
to criticisms of the selection system because of the questionable 
relevance of data and limited weight assigned to project factors. 
Another criticism is that some, but not all, eligible communities 
are assured of an award. This is because certain communities that 
score a high level of points on the basis of community factors are 
able to receive funding for four or five applications in a funding 
round. Other eligible communities with lower community scores 
receive no awards, even though their applications may have high 
scores for project factors. 

While recognizing that there are an infinite number of selec- 
tion system alternatives, we selected three for examination. The 
first two alternatives are similar in that they involve point ad- 
justments that increase the points assigned to project factors. 
The third alternative differs in that the HUD point system is 
used, but multiple awards are limited to any one community. Using 
these alternatives, we determined that applications selected in 
the March, June, and September 1984 funding rounds would have in- 
creased the number of communities participating in the program. 
However, these changes would have reduced the targeting of bene- 
fits to communities with the greatest need as defined by statutory 
and regulatory criteria. We also found that housing applications 
are not as competitive as are other types of projects. Further, 
we found that pockets of poverty applications do not compete 
directly against other applications in the selection system. 
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LEGISLATION AND REGWLATIONS 
ESTABLISH CRITERIA 

The UDAC Program was established by the Congress in 1977 as 
section 119 of the Housing and Community Development Act of 
1974. The statute identifies three factors for UDAG grant 
selection: 

--comparative degree of economic distress among 
applicants, 

--comparative degree’of economic deterioration, and 
--other criteria. 

The legislation further states that the primary criterion for 
project selection is the comparative degree of economic distress 
among applicants, as measured in the case of a metropolitan city 
or urban county by the differences in the extent of population 
growth lag, the extent of poverty, and the age of housing. HUD 
officials considered the primary statutory criterion met by 
assigning a maximum of 40 points (out of the available 100) to a 
communityts score on the basis of the percentage of housing 
built before 1940, the extent of poverty, and population growth 
lag. 

The comparative degree of economic deterioration is not 
defined in the legislation but is to be determined by the 
Secretary of HUD. HWD program regulations define economic 
deterioration as measured by such factors as per capita income, 
unemployment, and the decline or lag in growth of employment. 
These measures are assigned a maximum weight of 30 points. 

The other criteria are basically project quality factors 
and are spelled out in the statute. These criteria, referred to 
as project factors, include (1) the extent to which the grant 
will stimulate economic recovery by leveraging private invest- 
ment, (2) the number of permanent jobs to be created and their 
relation to the amount of grant funds requested, and (3) the 
proportion of permanent jobs accessible to lower income persons 
and minorities, including persons who are unemployed. These and 
additional project factors account for the remaining 30 points 
in the selection system. (See pp. 2-6.) 

CRITICISMS OF THE 
APPLICATION SELECTION SYSTEM 

Some city officials have criticized the UDAG application 
selection system criteria. These officials charged that the 
weight of pre-1940 housing as an application selection factor 
adversely affects communities with growing boundaries and newer 
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homes and that it is not an accurate indicator of substandard 
housing. Some HUD officials who designed the selection system 
believe, conversely, that there is a correlation between pre- 
1940 housing and other measures of distress for metropolitan 
communities. Nevertheless, HUD officials said that using 
poverty-level families in pre-1940 housing as a criterion, 
instead of pre-1940 housing alone, would be more realistic. 
This would recognize the financial position of the occupants and 
not just the age of the dwelling, which may have been well main- 
tained or recently renovated. HUD officials said that they have 
not initiated action to change the housing indicator because the 
Congress is expected to address the UDAG application system and 
its criteria this year. 

A second criticism was that some cities, because of their 
high scores for community factors, are locked in as winners each 
funding round without regard to prior awards and their bene- 
fits. Responding to this criticism, HUD officials stated that 
the benefits of prior UDAG awards in ameliorating city distress 
are likely to be fairly small in relation to total city needs. 
Further, they said that reducing communities' scores to account 
for prior benefits would be complex and arbitrary. 

Another criticism by some city officials was that too much 
weight is given to community factors and too little to the 
merits of the proposed project, which includes expected private 
investment and potential jobs to be created. We reviewed quali- 
fying applications for the March, June, and September 1984 fund- 
ing rounds and found that some applications with high project 
points were not funded. Conversely, we found that some applica- 
tions with low project points were funded. Legislative action 
would be required to substantially increase project points be- 
cause the act specifies that the primary criterion for project 
selection is the comparative degree of economic distress among 
applicants, as measured by the extent of population growth lag, 
the extent of poverty, and the age of housing. (See pp. 7-9.) 

ALTERNATIVES TO THE APPLICATION 
SELECTION SYSTEM 

To illustrate the effects of using alternatives to the 
present selection system, we analyzed three different alterna- 
tives to show how such revisions would influence cities' appli- 
cation selection and the distribution of funds among eligible 
communities. Of the numerous possibilities, we selected three 
alternatives that were mentioned in discussions with HUD head- 
quarters program officials, city officials, and various congres- 
sional staff members dealing with the UDAG Program. 
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These diecussions focused our attention on two primary 
factors that were thae ba$‘$s for our selection of the alterna- 
tives chosen. The first was the previously discussed criticism 
of the weight given to community factors and the fact that a 
legislative propa~s~tl had been submitted to increase the weight 
of project factors to no less than 49 percent. The second was 
the fact that, though eligible for funding on the basis of 
economic deterioration and distress measures, some communities 
do not score high enough on these measures to receive an award, 
while others are able to receive four or five awards in a 
funding round. 

We adjusted the criteria weights for two of the 
alternatives, providing 50 (instead of 30) points to project 
factors and varying the weights given to the factors related to 
the community. For the third alternative, we maintained HUD's 
allocation of points but increased the number of communities 
receiving an award by decreasing multiple awards to any com- 
munity. The results showed that UDAG award recipients would 
have changed-- some previously rejected applications would have 
been funded and some previously funded applications would have 
been rejected. 

The two alternatives that raise project factors to 50 
points give communities that qualify for UDAG funds but that 
have low economic deterioration and distress scores a greater 
chance to receive a UDAG award. In addition, by raising project 
points, the alternatives increase the chances that those appli- 
cations expected to produce the highest benefits, for factors 
such as job creation, will be selected. Under the third alter- 
native, more eligible communities would have been able to 
receive a UDAG award because multiple awards would not have been 
made until at least one application from each eligible applicant 
community had been funded. Conversely, all three alternatives 
would reduce the targeting of benefits to communities with the 
greatest need as defined by statutory and regulatory criteria. 
(See pp. 21-30.) 

UDAG HOUSING APPLICATIONS 
ARE NOT COMPETITIVE 

8' 
The~l~~~kousing and Urban-Rural Recovery Act of 1983 states 

that, in'providing UDAG assistance, HUD may not discriminate on 
the basis of the particular type of activity involved, whether 
such activity is primarily a neighborhood, industrial, or com- 
mercial activity. We found that although housing applications 
compete on the same basis as other applications under the point 
selection system, they are not as competitive because housing 
projects cannot offer as much employment as can commercial and 
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industrial applications. Also, the present application 
selection system does not provide project points for housing 
units created. 

HUD officials agreed that housing projects may be at a 
competitive disadvantage. These officials do not believe, how- 
ever, that this necessarily discriminates against housing 
applications because all projects are scored in the same way, 
irrespective of activity type. Nevertheless, a HUD task force 
official said that several possible solutions for making housing 
applications more competitive have been considered. For in- 
stance, one alternative would be to develop a housing project 
factor as a substitute for jobs. But HUD officials stated that 
employment is a selection factor specified in the act as manda- 
tory. HUD officials had not taken action supporting a change in 
employment as a selection factor for housing projects because 
they believe that this and other selection issues must be 
addressed by the Congress. (See pp. 18-21.) 

POCKETS OF POVERTY APPLICATIONS 
COMPETE ONLY ON PROJECT FACTORS 

The Congress has authorized the Secretary of HUD to fund 
applications, up to a level of 20 percent of available funds, 
from metropolitan communities and small cities with pockets of 
poverty. These communities do not need to meet the UDAG stand- 
ards, such as for population decline and unemployment, but 
qualify for funding because an area within the community meets 
certain criteria. For instance, at least 70 percent of the 
people residing in a pocket of poverty must have incomes below 
80 percent of the jurisdiction's median income to qualify in 
this way, and at least 30 percent of the residents must have 
incomes below the national poverty level. 

Since economic distress and deterioration measures with a 
maximum value of 70 points are not applicable for the community 
at large, applications from these communities are ranked solely 
on project characteristics that have a maximum weight of 30 
points. If HUD had not exercised its statutory discretion in 
funding 9 out of 10 such applications, no pockets of poverty 
applications would have received awards solely on the basis of 
project scores during the March, June, and September 1984 
funding rounds. 

HUD officials have considered options for integrating 
pockets of poverty into the selection process. One option is to 
rank pockets of poverty applications separately and designate a 
certain amount of funds, not to exceed the 20-percent cap, for 
these applications. Another option is to calculate a score for 
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pockets of poverty applications comparable to other communities' 
economic distress and deterioration scores. Again, HUD believes 
that this issue rests with the Congress. (See pp. 31-34.) 

OBJECTIVES, SCOPE, AND METHODOLOGY 

As requested by your office, we reviewed the UDAG 
application selection system's effect on approvals of applica- 
tions from metropolitan communities and analyzed alternatives to 
the present selection system. Our work was performed primarily 
at HUD headquarters in Washington, D.C. We interviewed agency 
officials, reviewed BUD policy documents and analyses of the 
selection system, reviewed legislation, and analyzed the 
universe of 372 applications considered for funding by HUD in 
the March, June, and September 1984 funding rounds. These 
applications were used to (1) determine the minimum number of 
points needed for funding in a round, (2) compare economic 
deterioration, distress and project scores for funded and un- 
funded applications, and (3) analyze the effect that alterna- 
tives to the present point-allocation system would have had on 
projects selected for funding in these funding rounds. 

Our audit work was conducted between October 1984 and 
January 1985. At your request, we did not obtain agency com- 
ments on this report. With this exception, our review was per- 
formed in accordance with generally accepted government auditing 
standards. A more detailed description of our objectives, 
scope, and methodology is contained in appendix VI. 

Appendix V presents a history of UDAG applications, showing 
the communities that have received awards before and after the 
competitive application selection system, as well as eligible 
communities that have never received an award. 

Copies of this report will be sent to the Director, Office 
of Management and Budget; appropriate House and Senate commit- 
tees; and the Secretary of Housing and Urban Development. 

Sincerely yours, 
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APPENDIX I APPENDIX I 

ESTABL,ISHMENT OF HUD'S UDAG 

PRGJECT SELECTION SYSTEM 

The Urban Development Action Grant (UDAG) Program was 
established by the Congress in 1977 as Section 119 of the Hous- 
ing and Community Development Act of 1974 to assist severely 
distressed cities and urban counties to help alleviate physical 
and economic deterioration. The statute directs the Secretary 
of Housing and Urban Development (HUD) to make awards to cities 
and urban counties that meet the eligibility criteria for dis- 
tress. The statute was amended in 1979 to add a "pocket of 
poverty" provision whereby nondistressed communities that con- 
tain areas, or pockets, with severe distress are allowed to 
receive UDAG funds. 

The program is designed to stimulate private investment in 
severely distressed communities by providing partial funding for 
economic development projects. Essentially, the program pro- 
vides funds to a distressed community, which grants or lends the 
funds to a private developer, thus improving the feasibility of 
otherwise marginal private sector economic development projects. 
UDAG projects are intended to stimulate private investment, in- 
crease local tax revenues, provide jobs, and stimulate invest- 
ment in deteriorated or abandoned housing. The awards are for 
three types of activities--industrial, commercial, and 
neighborhood/housing projects. 

The UDAG Program has three categories of eligible communi- 
ties: distressed metropolitan cities and urban counties, dis- 
tressed small cities with populations of less than 50,000, and 
nondistressed communities containing areas with pockets of 
poverty. By statute, at least 25 percent of all funds appro- 
priated for the UDAG Program must be used for small cities. Up 
to 28 percent may be awarded to nondistressed communities con- 
taining areas with pockets of poverty. The balance is available 
for distressed metropolitan cities and urban counties. From the 
program's initial awards in 1978 through fiscal year 1983, the 
program provided $2.7 billion in UDAG awards for metropolitan 
communities. Throughout this period, HUD officials stated that 
all (100 percent) qualifying applications were funded. 

At the beginning of fiscal year 1984, the demand for UDAG 
funds from eligible communities exceeded program funds to be 
awarded. HUD received qualifying applications totaling $158 
million from metropolitan communities and funded 75 percent of 
the applications. In choosing these applications, HUD used a 
point system for selection, which is based on statutory and 
regulatory criteria. 

1 
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LEGISLATION AND REGULATIONS 
ESTABLISH CRITERIA 

The Housing and Community Development Act of 1974, as 
amended, identifies three criteria for urban development action 
grant selection: 
applicants, 

comparative degree of economic distress among 
comparative degree of economic deterioration in 

cities and urban counties, and other criteria. The legislation 
further states that the primary criterion for project selection 
is the comparative degree of economic distress among applicants, 
as measured in the case of a metropolitan city or urban county 
by the differences in the extent of population growth lag, the 
extent of poverty, and the age of housing. rJDAG regulations 
recognize these as the primary criteria and HUD refers to them 
as "impaction." The regulations establish weights for the three 
impaction variables with 50 percent of the weight going to age 
of housing. Listed below are the legislative measures, 
regulatory definitions, and weights. 

Legislative measures Regulatory definitions and weights 

Adjusted age of housing Percentage of housing built 
before 1940 - weight .5 

Extent of poverty Percentage of population in 
poverty - weight .3 

Extent of population 
growth lag 

The degree of population growth 
lag behind all metropolitan 
cities - weight .2 

The comparative degree of economic deterioration is not 
defined in the legislation but is to be determined by the 
Secretary of HUD. According to HUD program regulations, 
economic deterioration, or "distress," is measured by such 
factors as per capita income, unemployment, and the decline or 
lag in growth of employment. The regulations do not, however, 
assign weights to these measures. 

The other criteria referred to in the act are basically 
project quality factors and are spelled out in the statute, 
which states that at least the following other criteria should 
be considered: performance of the city or urban county in 
housing and community development programs; the extent to which 
the grant will stimulate economic recovery by leveraging private 
investment; the number of permanent jobs to be created and their 
relation to the amount of grant funds requested; the proportion 
of permanent jobs accessible to lower income persons and minor- 
ities, including persons who are unemployed; the impact of the 
proposed activities on the fiscal base of the city or urban 
county and its relation to the amount of grant funds requested; 
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the extent to which state and local government funding or spe- 
cial economic incentives have been committed; and the feasi- 
bility of accomplishing the proposed activities promptly within 
the grant amount available. Specific weights for these factors 
are not assigned by law or regulation. 

IMPACTION AND DISTRESS LEVELS DETERMINE 
WHICH COMMUNITIES ARE ELIGIBLE 

Generally, only after a community has met the program's 
eligibility standards is it eligible to submit an application. 
City and county eligibility is based on whether established 
impaction and distress standards are met.' For metropolitan 
communities, which are the focus of our analysis, the city or 
county must meet at least three standards or have a pocket of 
poverty.2 According to the February 9, 1984, Federal 
Register, 3 the minimum standards are: 

1. 

2. 

3. 

4. 

5. 

Age of Housing. At least 21 percent of the community's 
year-round housing units were constructed prior to 
1940. 

Per Capita Income Change. The net increase in per 
capita income for the period from 1969 to 1979 was 
$4,036 or less. 

Population Growth Lag/Decline. For the period from 
1960 to 1980, the percentage was 20.7 percent or less. 

Unemployment. The average rate of unemployment for 
1982 was 9.4 percent or greater. 

Job Lag/Decline. The rate of growth in retail and 
manufacturing employment for the 1972-77 period in- 
creased by 6.9 percent or less. 

'Communities with pockets of poverty do not have to meet 
community-wide impaction and distress standards because 
eligibility is based on the characteristics of only a portion 
of the community. The criteria for pockets of poverty are 
described on p. 31. 

21f the percentage of poverty is less than half of the minimum 
12.4 percent standard, the city must pass four of the above 
standards. 

3This notice is updated data. For example, per capita income 
was previously based on 1977 data and this notice changed it to 
reflect 1979 data. 
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6. Poverty. 12.4 percent or more of the people in the 
community are at or below the poverty level. 

7. Labor Surplus' Area (LSA]. An area receives an LSA 
designation from the Department of Lab'or if its unem- 
ployment rate exceeds 120 percent of the national aver- 
age unemployment rate over the previous 2 years. 

Using the above February 1984 standards, HUD identified 413 
eligible metropolitan cities and urban counties. To obtain UDAG 
funds, however, these communities, among other factors, must 
have demons'trated results in providing housing for low- and 
moderate-income persons and in providing equal opportunity in 
housing and employment for low- and moderate-income persons and 
members of minority groups. 

After meeting eligibility requirements, a community can 
submit a UDAG application. The community's application must 
meet several statutory and regulatory threshold requirements 
before HUD considers it for funding. The threshold requirements 
are that (1) there must be a firm private commitment, as well as 
a firm public commitment if other public resources are required, 
(2) there must be at least $2.50 in private funds for every UDAG 
dollar, (3) the applicant must show that without the UDAG funds 
the project would not be feasible, and (4) the amount of funding 
must be the least amount needed to make the project feasible. 
If all of these requirements are met, the project is referred to 
by HUD as "fundable." In order not to confuse fundable with 
funded, we have substituted the term "qualifying" to refer to 
projects that meet threshold requirements. 

THE USE OF ALTERNATIVE ELIGIBILITY 
CRITERIA EXPLORED BY HUD 

In our report, Criteria for Participation in the Urban 
Development Action Grant Program Should Be Refined (CED-80-80, 
Mar. 20, 19801, we reviewed the program eligibility criteria 
that HUD used to measure impaction and distress; we stated that 
some of the time frames and assumptions used by HUD were ques- 
tionable; and we recommended that HUD evaluate a number of 
alternative criteria. We noted that, while not all inclusive, a 
partial list of possible factors which could be considered 
included (1) population density, (2) crime rate, (3) education 
levels, (4) dependency, (5) budget deficits, and (6) female 
heads of household. 

In response, HUD contracted with the Urban Institute to ex- 
amine alternative measures. The Institute's findings revealed 
that alternative criteria produced little change in the list of 
eligible cities in terms of geographic distribution or size. 
Alternative criteria considered by the Institute were the level 
of crime, dependency ratios, and percent of residents without a 
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high school education. These criteria produced a list of cities 
only slightly different from the one in use. The report 
concluded that the methods and criteria now used in determining 
eligibility for UDAG funding perform just as well as the 
alternatives studied. 

INCREASED DEMAND FOR FUNDS LED HUD TO REFINE 
THE APPLICATION SELECTION SYSTEM 

From initial awards in 1978 through fiscal year 1983, HUD 
program officials stated that all qualifying applications 
received UDAG awards.4 After that time, however, HUD initiated 
a competitive point-ranking system whereby applications compete 
against each other for funding. This system was developed be- 
cause the number of qualifying applications increased to the 
extent that funds were not sufficient to make awards to all such 
projects. For example, by November 1, 1983, HUD had received 76 
qualifying applications requesting $158 million in UDAG funds. 
At the end of December 1983, HUD provided $118 million to fund 
57 (75 percent) of these applications. 

Before the 57 applications were selected, a HUD task force 
was organized at the request of the Secretary of HUD to consider 
selection options. The task force consisted of representatives 
from HUD's Office of General Counsel, Policy Development and Re- 
search, and various Community Planning and Development offices. 
The task force developed a loo-point system to rank communities* 
applications based on the criteria discussed earlier in this 
appendix. HUD considered the primary statutory criterion met 
by assigning a maximum of 40 points to the community's impaction 
score. Another 30 points would be based on distress measures. 
The remaining 30 points would reflect an application's score on 
the project criteria. Task force members said that scores on 
the project criteria would be given weights based on their 
importance as specified in the statute, HUD regulations, and the 
judgment of the Secretary of HUD. 

After each factor is scored, points are totaled to produce 
a composite score. Applications are then ranked highest to 
lowest and selected for funding in the order of the highest 
scoring applications first until all available funds are 
awarded. Table 1 illustrates the loo-point system. 

4Although a senior HUD program official noted that a lack of 
funds occurred for two rounds in 1980, these applications were 
funded in subsequent funding rounds. 
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Table 1 

HUD's 10Q-Point WQPtC XppZication Selectkan Systema 
for ~@x~po~litan CommunitLes 

Criteria and kndkviBwal points Total point& 

~I--------------------- 40 

--Pre-1940 housing 
--PQverty 
--Popul.ation 

growth lag/decline 

lDistressl--------------------- 30 

--Per capita; income 
--Unemployment 
--Sob lag/decline 

--Ratio of private 
investment to UDAG funds 

--UDAG dollars/job 
--New permanent jobs 
--Low-moderate jobs 
--Minority jobs 
--Compehensive Employment 

and Training Act (CETA) 
jobsc 

--State & local 
commitment 

--Tax benefit 
--Timeliness of project 
--Demonstrated performance 
--Relocation factors 
--Minority business 

participation 
--Energy concerns 
--Retained jobs 
--Impaction of development 

(physical improvement) 
--Construction jobs 
--Impaction of economic 

conditions (influence on 
businesses, jobs, and 
population) 

--_---------- 30 

10 
6 
2 
1 
1 

1 

1 
1 
1 
1 
1 

1 
1 

. 5 

.5 

.5 

.5 

aHUD dsed an so-point systerr I in the December 1983 funding round 
because of time constraints coupled with lack of readily 
available information for all project criteria. 

bAt the same time a community's eligibility is determined, a 
composite score for impaction is calculated on the basis of a 
weight of .5 for pre-1940 housing, .3 for poverty, and .2 for 
population growth lag/decline. Similarly, a composite score is 
calculated on the basis of the distress measures. The impac- 
tion and distress composite scores are assigned a maximum of 40 
and 30 points, respectively. 

CEligible persons are defined by HUD as those who are long-term 
unemployed, underemployed, or from low- and moderate-income 
households. 

6 
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HUD RECOGNIZES CRITICISMS AND ANALYZES 

REGIQWIAL PUlWDING CHANGES 

The selection system has been criticized by some city 
officials because of the high percentage of points assigned to a 
community’s application for impaction and distress, the age of 
the data, and the data@s relevancy. HUD officials have recog- 
nized and responded to these criticisms. Further, they have 
analyzed the application selection system for the Secretary of 
HUD to determine, among other things, the changes brought about 
in regional award patterns. The largest increase, almost 7 per- 
cent, occurred in the South Atlantic subregion. The East North 
Central subregion experienced the greatest loss of funds, 7.5 
percent. (See p. 11 for a subregion map.) 

HUD RECOGNIZES CRITICISMS 

In March 1984, HUD's Under Secretary outlined criticisms 
from some city officials following implementation of the point 
selection system. These criticisms included: 

1. Too much weight is given to a city’s economic distress 
and too little weight to the merits of the proposed 
project.’ 

2. The data (per capita income, unemployment, and job lag/ 
decline)'2 used for distress are out of date. 

3. Some cities are locked in as winners each funding 
quarter without regard to prior awards and their 
benefits. 

4. Too much weight is given to pre-1940 housing, which 
adversely affects newer cities with growing 
boundaries. Further, pre-1940 housing is not an 
accurate indication of substandard housing. 

HUD's project selection task force members responded to 
these criticisms. First, members disagreed with the criticism 
that too little weight is given to the merits of a proposed 

----- 

'The merits of the proposed project represent factors such as 
jobs expected to be created and private investment expected to 
be stimulated. 

2The data base for per capita income is 1969 to 1979; for 
unemployment it is 1982; and for job lag/decline it is 1972 and 
1977. 
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project. They said that, presumably, less distressed 
communities are better able to generate employment opportunities 
for their residents, without UDAG assistance, than are highly 
distressed communities. 

Task force members agreed with the second criticism that 
the data used to measure distress are out of date. They said, 
however, that this situation could possibly be remedied if 
updated data were available. However, these data must be 
updated and certified by the Bureau of Census and/or the Bureau 
of Labor Statistics and referable to the same time period. 

In response to the third criticism that some cities are 
locked in as winners because of their high impaction and dis- 
tress scores, without consideration of prior awards, task force 
members noted that the benefits of prior UDAG awards in amelio- 
rating city distress are likely to be fairly small in relation 
to total city needs. They said that reducing impaction and dis- 
tress scores to account for this prior benefit would be complex 
and arbitrary. Further, in their view the difficulties would 
outweigh a very small increase in relative equity. 

Responding to the last criticism that too much weight is 
given to pre-1940 housing, some task force members stated that 
since the focus of the program is on economic development, there 
may be a strong case for deemphasizing pre-1940 housing. These 
officials, however, said pre-1940 housing is presumed to be cor- 
related with other measures of physical distress for metropoli- 
tan communities. Further, cities with growing boundaries and 
newer homes are unlikely to rank very high under any revised 
measure of distress. Most importantly, they said that using 
poverty-level families in pre-1940 housing, instead of pre-1940 
housing aione, would no doubt be more realistic. This would 
recognize the financial position of the occupants and not just 
the age of the dwelling, which may have been well maintained or 
recently renovated. On the other hand, more recently built 
housing may be in poorer condition and have a lower value. HUD 
has recognized that a change in the use of pre-1940 housing as a 
selection factor would require legislative action, since the law 
states that one of the primary selection criteria is the age of 
housing. HUD officials said they have not initiated action to 
change the housing indicator because the Congress is expected to 
address the UDAG application system and its criteria in 1985. 

The Deputy Assistant Secretary for Community Planning and 
Development said that other alternative housing criteria were 
considered, such as over-crowded housing conditions and the 
amount of substandard housing, although not documented by the 
task force. He stated that alternative measures to pre-1940 
housing had the support of the late Assistant Secretary. 
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under the present system the amount of pre-1940 housing 
accounts for 56 percent of the impaction score. HUD's analyses 
de-emphasizing pre-1940 housing revealed that if pre-1940 hous- 
ing, poverty, and p~pulati'on growth lag were given equal weight 
(one-third each), the rank would be reduced for those communi- 
ties with a high level of pre-1940 housing and growing popula- 
tions. HUD found that communities benefiting would be in the 
following states--Florida, Georgia, North Carolina, Puerto Rico, 
South Carolina, Texas, and Virginia. In addition, communities 
in the following states would be adversely affected--Illinois, 
Indiana, Iowa, Massachusetts, Minnesota, New York, Pennsylvania, 
and Wisconsin. Changing weights to 25-50-25 for pre-1940 hous- 
ing, poverty, and population growth lag, respectively, would 
create a much more significant change in impaction ranks. HUD 
said benefits would go to cities with high poverty populations. 
The communities that would benefit would be in Alabama, Cali- 
fornia, Florida, North Carolina, South Carolina, Puerto Rico, 
Texas, and Virginia. Communities that would be adversely ef- 
fected would be in Illinois, Indiana, Iowa, Massachusetts, New 
York, Ohio, Pennsylvania, and Wisconsin. 

While HUD recognized that improvements could be made 
through updating its data and using an alternative measure in 
place of pre-1940 housing, it has not taken action supporting 
these changes. HUD has considered increasing project factor 
weights or the number of participating communities, but its 
position is that any change will positively affect some communi- 
ties and negatively affect others. Further, because of existing 
statutory criteria, HUD believes that the UDAG criteria for 
application selection should be dealt with by the Congress. 

HUD's ANALYSIS OF 
REGIONAL CHANGES 

The HUD task force members analyzed the UDAG application 
selection system for the Secretary of HUD. The result was a 
September 1984 Secretary's briefing paper that noted, among 
other things: 

--Half (50.1 percent) of the UDAG eligible population 
resides in three subregions: New England, Middle 
Atlantic, and East North Central. (See p. 11 for a 
subregion map.) 

--Since inception of the UDAG Program, 56.4 percent of the 
funds have gone to the New England, Middle Atlantic, and 
East North Central subregions. This trend has remained 
the same since the new selection system (56 percent). 
(On a subregion basis, however, New England has received 
an increase of 1.1 percent of UDAG funds and the Middle 
Atlantic's share has increased 6 percent, while the East 
North Central has received a decrease of 7.5 percent in 
UDAG funds.) 
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--Several subregions are receiving less funding under the 
new system. This, however, is partially explained 
because communities are submitting lower dollar levels of 
qualifying applications from these regions. This 
situation applies to the following areas: 

--East North Central, 
--West North Central, 
--West South Central, and 
--Pacific. 

--One s'ubregion-- the East South Central--is receiving 
substantially Less funding, even though, proportionately, 
the qualifying applications have remained at the same 
dollar level. 

--Submissions could be related to perceived chances for 
success. However, HUD said that the system has not been 
in place long enough for this to have a significant 
effect. 

--Since December 1983 the following subregions have had a 
lower success rate than others in submitting qualifying 
applications: 

--East North Central, 
--West South Central, 
--Mountain, and 
--Pacific. 

The HUD subregional classifications were based on the 
following Bureau of Census divisions, 

10 
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. 
Reqions and Census Divisions of the United States 

AND 

L r* 

Li 

, 
The Secretary's briefing paper further explored thzi;;uEse 

of whether the distribution of UDAG awards has changed 
of the new selection system. The distribution has been as 
follows: 

PACIFIC 
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Table 2 

HUD's Analysis of UDAG Reqional Funding Patterns 
Before and Since December 1983 

Location 

% Approved % Approved 
UDAG funds UDAG funds d 

before 12/83 since 12/83 Difference 

New England 10.4 
Middle Atlantic 23.6 
East North Central 22.4 
West North Central 9.1 
South Atlantic 9.6 
East South Central 5.6 
West South Central 7.3 
Mountain 1.7 
Pacific 7.4 
Caribbean 2.9 

11.5 l-l .l 
29.6 i-6.0 
14.9 -7.5 
5.8 -3.3 

16.4 +6.8 
1.7 -3.9 
4.6 -2.7 
4.1 +2.4 
2.4 -5.0 
9.0. +6.1 

The task force found that the new selection system has 
resulted in changes in every subregion. However, they said 
that the changes must be looked at in relation to patterns of 
application submissions and those which qualified technically. 
Also, they noted that the time periods are significantly dif- 
ferent. The data base of projects funded before December 1983 
is based on 44 quarters, while the data base since December 1983 
is based on only 6 quarters. (The quarters include those for 
both metropolitan communities and small cities.) 

A task force official noted that the subregional analysis 
can be misleading because of differences within a broad area. 
For instance, in the South Atlantic subregion, Virginia's share 
of total UDAG funds increased, whereas South Carolina received a 
decrease in UDAG funds. Under the assumption that there would 
also be variances within a state, we reviewed metropolitan com- 
munities' applications approved, not funded, and terminated. 
The data are divided according to the periods before and after 
the new project selection system. (See pp. 36 through 53.) 

The briefing paper, however, also contained information on 
selection alternatives. For example, it was stated that if the 
criteria are changed so that impaction does not receive primary 
weight, applications from all regions would be more competitive: 
with project characteristics worth 50 to 60 points, some addi- 
tional communities would receive funds; with project charac- 
teristics worth 70 points, significantly more communities would 
receive funds. 

According to a senior UDAG official, HUD has no alternative 
to following the statute's guidance, which provides that the 
primary criterion for application selection should be a 
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community's impPsletion compared with other applicant 
communities. For this to change, he concluded that the UDAG 
statute would have to be revised. 
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ANALYSIS' OF ME~TROPOLITRN APPLICATIONS 

MD SELECTIOW SYSTEllul AL,TERNATIVES 

In this appendix, we provide information on the minimum 
number of points needed for funding, compare point scores for 
funded and unfunded applications, and analyze three alternatives 
to the present selection system. We recognize that the number 
of selection system alternatives is infinite, but we chose three 
based on discussions with HUD officials, city officials, and 
Congressional staff members dealing with the UDAG program. our 
objective is to illustrate the effects on the present point 
allocation system of using alternatives if the Congress should 
want to amend the law to provide for an alternative. 

Two of the alternatives we tested involved criteria weight 
adjustments that would provide 50 out of 100 points to project 
characteristics; in both cases we varied the weight given to 
impaction and distress factors. For the third alternative, we 
used existing criteria weights but increased the number of 
communities receiving an award by decreasing multiple awards to 
any community. 

THE FUNDING LEVEL AND PROJECT POINT CUT-OFF 
VARY IN EACH ROUND 

The present point selection system is used to determine 
which qualifying applications receive funds. The minimum number 
of points needed for funding is determined according to the num- 
ber of applications and amount of funds requested by qualifying 
applications and the total amount of funds available. This 
funding level is established each round1 by the Secretary of 

HUD. According to the Acting Deputy Assistant Secretary in 
HUD's Office of Community Planning and Development, the 
Secretary's decision is based on the yearly amount of funds 
appropriated plus funds recovered from previously approved 
projects, such as from project terminations. Table 3 shows the 
amount of funds provided in three recent metropolitan funding 
rounds along with point scores for the last application 
selected. 

'From initial UDAG awards in 1978 through fiscal year 1984, UDAG 
funds were provided on a quarterly basis which HUD refers to as 
a funding round or quarter. A UDAG regulatory change provides, 
however, that beginning in fiscal year 1985, applications will 
be accepted every 4 months rather than every 3 months. 
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Table 3 

The WDAG Funds and Least Number of Pointsa 
Ncamdd for 81 WAG Award -- 

Funding round date Lowest total points (impaction, 
and total UDAG distress, and project) for a 

dollars funded application 

March 19814 
$166.5 million 

June 1984b 
$86.2 million 

Sept. 1984 
$127.3 million 

,-.-- ---.--- c 31.6 total points 
---------- 

c 

.--.-----------. 
52.4 total points 

---------- 
--B--.-.---e-. 

c 50.4 total points 
-I ----...--------. 

aPoint values for pockets of poverty applications are 
excluded because impaction and distress points are not 
applicable. 

bTwo projects approved in March received half ($20 million) 
of the UDAG dollars requested from March funding, and the 
other half from the June funding round. This left $66.2 
million available for new applications approved in June. 

A question that arises from the above table is why was the 
March funding level higher than later rounds. The Acting Deputy 
Assistant Secretary in HUD's Office of Community Planning and 
Development said that the March funding level was in part influ- 
enced by HUD's perception that the demand for funds would level 
off after HUD funded the backlog of applications. This backlog 
represented 11 qualifying December 1983 applications carried 
over to March 1984, plus 121 new qualifying applications. Eight 
of the December applications were funded in March. 

A major difference between March and later metropolitan 
funding rounds is the high percentage of qualifying applications 
that were funded. As the following table indicates, most 
(almost 90 percent) of the qualifying applications considered in 
March were funded, but the percentage drops to about 50 percent 
or less in June and September. 
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Table 4 

UDAG A,ppli~stfon/Funding Statistics 

Funding 
round Qualifying Funded Percent of qualifying 
(1984) applications applications applications funded 

March 132 117 89 

June 87 44 51 

September 153 70 46 

The table shows that following the March 1984 funding round, 
there was a decline in qualifying applications considered in 
June 1984. By September, the number of qualifying applications 
exceeded the March level. However, the average award amount for 
a funded application in March was $1.4 million, but the average 
was $1.8 million in September. 

COMPARISON OF POINT SCORES FOR 
FUNDED AND UNFUNDED APPLICATIONS 

To determine how impaction plus distress and project points 
compared to funded and unfunded applications, we analyzed ap- 
plications considered in the March, June, and September 1984 
funding rounds. The December funding data were excluded be- 
cause, as noted in table 1, an 80-point rather than a loo-point 
system was used. Under the loo-point system, a maximum of 40 
points can be given to impaction factors and 30 points to dis- 
tress factors. Since these two factors basically represent 
locality characteristics, we combined the point scores, for a 
maximum value of 70 points, in a category referred to as local- 
ity points. Table 5 shows the number and percentage of applica- 
tions funded and not funded, broken down by various locality 
point strata. 
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Table 5 

APPENDIX III 

TOtal Ic I umu- 
locality 
points INo. I1a:ivel 

I 60 or more I I 331 -I5 I 
I 50-59.9 I 4 41 I I I 0 0 I 

I 40-49.9 I 4 73 I I I 3, 2 I 
I 30-39.9 I 4 86 I I 24 ‘9 I 
I 20-29.9 I 4 g5 I I 341 44 I 
I 10-19.9 I 91 gg I I 501 8o I 
I 9.9 or less 1 
-A 

I 21 100 I 
I I I 

1 -i8100-1 
I I I 

1 2221 100 ( I I 139 100 I 
Total applications: 361 

aWe did not include pockets of poverty applications and one 
community’s application that did not have an impaction and 
distress score. 

Table 5 shows that UDAG funds are generally being targeted 
to communities with high locality (impaction and distress) 
scores. The table shows that 41 percent of the applications 
funded had locality points of 50 or more and that no unfunded 
applications had locality points this high. Cumulatively, 
almost three-fourths (73 percent) of the funded applications had 
locality points at the next stratum (40-49.9 points) or higher, 
while only 2 percent of the unfunded applications had locality 
points at this range. 

In contrast to locality point scores, total project point 
scores are numerically more similar for funded and unfunded 
applications in the same three funding rounds. The maximum 
value for project factors is 30 points. These point scores are 
valid for all applications, including those from pockets of 
poverty. Table 6 shows project point scores for funded and 
unfunded applications. 

17 
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Table 6 

UDAG Project Point Statistics for Funded 
and Rot Funded Applications Consolidated for 

Har~h~~une, end September 1984 

Total Total 
project project 
points points 

25 or 25 or over, over, 

20-24.9 20-24.9 

15-19.9 15-19.9 

10-14.9 10-14.9 

5-9.9 5-9.9 

4.9 or less 4.9 or less 

Applications Applications 
Funded Funded Not funded- Not funded- 

--- --- 
Cumu- Cumu- Cumu- Cumu- 
lative lative lative lative 

NO. % NO. % No. % No. % 

3 1 3 1 0 0 0 0 

47 22 47 22 37 37 26 26 

101 65 101 65 46 46 59 59 

52 88 52 88 

27 100 27 100 

1 100 ,jl:l 100 

100 1 12311 100 1 

Total applications: 372 

As table 6 indicates, 37 of 141 applications not funded had 
project scores of 20 or higher. Of 231 funded applications, 50 
applications had project scores of 20 points or higher. How- 
ever, 28 of the funded applications had project scores of less 
than 10 points. 

HOUSING PROJECTS ARE NOT COMPETITIVE 

UDAG funds may be used for industrial, commercial, and 
neighborhood development projects. A specific UDAG project may 
undertake these development activities singly or in combina- 
tion. Further, HUD has stated that neighborhood projects are 
often a mix of housing and commercial development, although they 
could represent housing development only. 

In providing assistance, HUD may not discriminate on the 
basis of project type when making funding decisions. The Hous- 
ing and Urban-Rural Recovery Act of 1983 states that in provid- 
ing UDAG assistance, HUD may not discriminate on the basis of 
the particular type of activity involved, whether such activity 
is primarily a neighborhood, industrial, or commercial activity. 
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Housing projects provide fewer direct economic development 
benefits than commercial or industrial projects, according to a 
January 1982 HUD evaluation of the UDAG Program. This evalu- 
ation stated, however, that housing projects may have substan- 
tial secondary impacts. Ear instance, a number of cities have 
used housing development as a part of an integrated strategy for 
overall city economic development. The report further noted 
that some cities have proposed housing development to increase 
the number of middle-income residents, which may increase the 
aggregate demand for goods and services. This greater demand 
may, in turn, increase sales volume for businesses within the 
city since people are more likely to shop closer to home than to 
places of employment.2 

HUD program officials said housing projects may be at a 
disadvantage, under the present application selection system, 
because of the factors involved in project scores. These HUD 
officials said that housing projects may create no or few new 
permanent jobs and do less well than industrial and commercial 
projects with respect to leveraging private funds. HUD program 
officials said leveraging of private funds and job creation are 
selection factors specified in the act as mandatory. A HUD task 
force official explained the competitive disadvantage of housing 
projects by way of a hypothetical example of a commercial and a 
housing application from the same eligible metropolitan commun- 
ity. This project type comparison follows. 

2Karl E. Case, The Role of Housing in Urban Development 
Strategies. Cambridge, MA: Urban Systems Research and 
Engineering, Inc., November 1980. (Report prepared for U.S. 
Department of Housing and Urban Development.) 
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Comparison of B Comme,rcial and a Housing Application 

Factor Commercial application 

--Impaction 
plus 
distress 

--Project 
leveraging 
rat ioa 

--UDAG dol- 
lars per 
joba 

--New per- 
manent jobs 

--Other proj- 
ect points 

Total 52.2 46.4 

Housing applicatian 
- 

I?tilUe! 
[if applicable) 

$3.6 private 
dollars for 
each UDAG 
dollar 

$ 6,900 

42 

Points 

40.9 

4.0 

4.2 

.6 

2.5 

Value 
(if applicable) 

$2.8 private 
dollars for 
each UD'AG 
dollar 

$14,300 

6 

Points 

40.9 

1.0 

1.8 

.2 

2.5 

aBased on.HUD-calculated average for the project type. 

The HUD task force official observed that in September the 
lowest score for a funded application was 50.4; thus, the same 
community could have obtained funding for the commercial but not 
for its proposed housing application. 

Members of HUD's task force have also said that housing 
projects may cause the most difficulty in a scoring system 
because they will have low or no job creation and because the 
rating factors do not explicitly credit housing creation. A HUD 
task force official said several ad hoc solutions are possible: 
one is to score job creation separately for housing projects; 
another is to ignore this factor group for housing projects and 
to rank projects on an average score for the remaining factor 
groups; another is to develop a housing factor, perhaps under 
the guise of physical impacts, and substitute this in some way 
for jobs. Another solution noted by a HUD task force official 
is to have competition only within project types. For example, 
commercial projects would compete only against other commercial 

20 
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projects and housing projects would compete only against other 
housing projects. Conversely, HUD officials said it could be 
argued that the correct way not to discriminate against housing 
is to score all projects the same without distinction regarding 
activity type. HUD had not taken action supporting any of these 
solutions as they believe this and other selection issues should 
be dealt with by the Congress. 

SELECTION ALTERNATIVES EMPHASIZING 
PROJECT QUALITY OR INCREASING THE 
NUMBER OF PARTICIPATING CITIES 

While we recognize that there are an infinite number of 
selection system alternatives, this section discusses three 
alternatives to the present UDAG project selection system. The 
alternatives selected were primarily based on discussions with 
HUD headquarters and city officials and congressional staff 
members dealing with the UDAG Program. These discussions 
focused our attention on two primary factors that were the basis 
for our selection of the alternatives chosen. The first was the 
previously discussed criticism of the weight given to community 
factors and the fact that a legislative proposal had been sub- 
mitted to increase the weight of project factors to no less than 
49 percent. The second was the fact that, though eligible for 
funding on the basis of impaction and distress measures, some 
communities do not score high enough on these measures to re- 
ceive an award, while others are able to receive four or five 
awards in a funding round. 

The first two alternatives are similar in that they involve 
point adjustments for the three criteria for project selection-- 
impaction, distress, and project characteristics. The third 
alternative differs in that the HUD-assigned weights are used, 
but to increase the number of participating communities awarded 
grants, multiple awards to the same communities have been 
decreased. 

Our analysis of alternative selection systems is intended 
to demonstrate the funding changes that would have occurred on 
the basis of the actual 372 metropolitan community applications 
considered by HUD to be qualifying in the March, June, and 
September 1984 funding rounds. They cannot be used to predict 
future changes because such changes will be dependent, among 
other things, on (1) the amount of UDAG funds available, (2) the 
communities that apply for a UDAG, and (3) the amount of funds 
requested by each applicant. Further, these alternatives could 
not be undertaken unless there was a legislative change. This 
is because the law specifies that economic distress, referred to 
in the regulations as impaction, be the primary criterion for 
awarding UDAG funds (except for grants to nondistressed communi- 
ties containing pockets of poverty), and under the alternatives 
described below it would no longer be primary. Nevertheless, we 
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believe that these alternatives and their outcomes', based on 
actual previously considered applications', will be useful if the 
Congress should want to amend the law to provide for an akterna- 
tive. They provide a basis for deliberations on the feasibility 
of alternatives. 

Two alternatives adjusting criteria weights 

To determine what project funding changes wo'uld result from 
increasing the project criterion from 30 to 50 points, we anal- 
yzed two different alternatives that provide 50 out of 100 
points to project characteristics. These alternatives are com- 
pared to the existing system in the following table. 

Table 8 

Two Project Selection Alternative Weights Compared 
with E,xisting System Weights 

Criterion 
Current Points-- Po'ints-- 
points alternative 1 alternative 2 

Impaction 40 25 10 

Distress 30 25 40 

Project 30 50 50 

Alternative 1 weights were chosen to provide an equal assignment 
of points to both the impaction and distress criteria. For 
alternative 2, the impaction criterion weight was decreased to 
10 points, in large part to reduce the impact of pre-1940 
housing. 

Qualifying metropolitan community applications were ranked 
for March, June, and September according to these revised 
weights with the highest scored applications considered selected 
for funding. Selection stopped at the application closest to 
but not exceeding the actual funds awarded each round, with any 
remaining funds carried over to the next round. The three quar- 
terly funding rounds have been consolidated for illustrative 
purposes. 

For alternative 1, table 9 shows that 15 unfunded 
applications would have received $18.4 million in UDAG funds, 
given the assumed weight changes. The primary UDAG dollar bene- 
ficiaries, based on the size of the awards, would have been two 
communities in California that would have received almost $4 
million , plus Wisconsin and Texas communities that would have 
received over $3 million each in UDAG funds. The other side of 
the table presents the applications that actually did get 
funded, but would no longer be funded under the assumed point 
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adjustments. 
have accounted 

Applications in New Hampshire and New York would 
for.about 60 percent of the funds lost OR the 

basis of the dollar size o'f the applications. 

, Table 9 ‘- 

Locale 

Mimqzolis 

High Ebint 

Bajwrm Hnicipio 
Cgmlina ticipio 

Ft. wath 

st. lllmm 

Mile 

mm is.!ds 

$3,m,m 
329,750 

670,aoO 

~,ooO 

l,=Loao 

600,awl 

850,cm 

1,500,ooo 

=LMo 
1,130,CCO 

365,axI 
7!Qam 

3,149*235 

~,~ 

3,xio,930 

Total 

$3,957,750 

670,0X 

~,ooo 

l,~,~ 

%OQO 

WQ,ooO 

1Jf-Q,~ 

J%m 
1,130,mo 

1,115,OOo 

3,149,235 

%ooO 

3,xX),930 

$18,421,415~ 

Pmjects la&!@ w”g 

I 
state 

State bcale tlwkchnds cwlative -- 

CT Hartford $1,317,500 $1,317,500 

En?4 wmiogton l,ooo,ooo l,ooo,~ 

IL Ubicago aMl,ooO 
lbckfora 260,ooO 4Qo,m 

KY Louisville l,OW@-J l,@a@J 

IA EbmvK 1,183,axI l,L83,ooO 

WL bmJn l&49,650 1,649,6x) 

MD Ba1timrre 328,am 328,Km 

NH -ter 6,777,oa3 6,777,aoO 

NY figtry 3,5max) 
New York City 7m,ooo 
Mew York City 1,X4,@@ 5,564,089 

lbteil $19,279,239a 

%ie diffemme betwen the total dollar dMxnt of mw projects receiving finding and the mtxmt for projects 
lo&q fuhnp regreaetts $ .9 million amumd to be carried over to the w.xt rouxI. Ihe funds wxe carried 
over because the mxt project that muld have received fumG.ng was reqweting wre funds than available. 
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Alternative 2 affects approximately twice the number of 
applications, mainly because impaction is weighted at 10 points 
rather than 40 points. Thirty-three projects not previously 
funded would have been, and 25 projects that had received fund- 
ing would have lost it, as shown in table 10. The table also 
shows that compared to alternative 1, UDAG dollars involved are 
roughly doubled. As table 9 shows, the dollar size of individ- 
ual applications is a major component in establishing communi- 
ties that would have been primary beneficiaries and losers. The 
primary dollar losers would again have been communities in New 
Hampshire and New York. The primary UDAG dollar beneficiaries, 
however, would have been communities in Puerto Rico, followed by 

.ones in Texas and California. 
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state 

AL 

CA 

FL 

CA 

IL 

MI 

NC 

al 

l4i 

PR 

TX 

VI 

lmale 

Ikmfmille 

Bati Park 
El Mmte 

9 12Sm 

386%~ 
1,,5oo,ooO 
1,2pK),aoO 

?w,am 
329,7?Q 

1mm 

St. Petersbusg 

OolWIbuS 
cblud3us 

2,100,aKl 
32S,axl 

Joliet 
Bockfad 

75,m 
l,=mQ 

Bigh Ibint 134~ 

Barberton 
cOlU&uS 
cOlUilbW 

l,W~ 

Bayarm Hmicipio 675,840 
Bapun ticipio 365,aoO 
Bsya ticip;O 1,671,896 
Carolina Nmicipio 7S0,mo 
Carolina Kmicipio wm@J 
Camlim Rnicipio 4oWJO 
Fajarb Mmicipio 292,500 
CMym&m Kmicipio 2,66s,665 
Rmce Mmicipio 2,381,600 
San Juan Mnicipio 1,334,600 
Tba Baja Mmicipio 4ss,m 

BITOWWi1l-e 
Fort Worth 

W%fjoO 
3,149,235 

St. lllaws 
St. ,lhams 

=J,m 
384,695 

lbtal 

sate 
emulative 

$ 125,ooo 

8,3S?,7SO 

2M),m 

m5,~ 

1,3ss,aKl 

ff%m 

l,~,~ 

1,570,000 

1,130,am 

12,992,lOl 

9,495,8x 

684,685 

$40,435,371a 

State 
state Iacale URsEuwls cumlative -- 

m HBrtford $ 1,317,500 $ 1,317,x10 

m Wi~toIl 1mm l,ooO,~ 

IL Chicago 20%~ 2fGoQo 

KY LDUiSville wm~ 1>Q%m 

LA Mmroe 1,1&33,m 1,183,alo 

I+4 Bostm l,~,~ 
lbstal 1,649,6SO 2,849,650 

MO Ba1timre 373,194 
Ba1tilmre 328,aIo 701,194 

WI Ekndand 4WJoO @fh@)O 

m Mimwapolis ~WJ 
l4inmapolis 3,408,~ 4,maoo 

m St. Louis 7!io,ooo 
st. bllis 1,633,255 
St. Louis wa@33 4,%3,2SS 

NH -ter 6,777,ooO 
lbrtsmuth ~,~ 
Partamouth 2,100,Klo 9,777,m 

NY ALbany 2,4SO,aoO 
fibwy 3,x)13m 
BilghZWcil =hooO 
Buffalo 7S0,ooo 
New York City 700,ooo 
New York City 1,=,089 9,124,089 

vr l?urlington 4Jm~ 4,~,~ 

Ibtal $40,831,68@ 

?llw differems between the total dollar mxmt of new projects receiving fmding and the ammt for projects losing 
fmwl* rcqmsenta approximately $4OO,WO ammd to be carried over to the next round. The funds wxe to be carried 
over became the mxt project that weld have received funding was requesting mre funds than available. 

25 
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The advantages of both alternative weight adjustments are 
that they give communities that qualify for UDAG funds but that 
have low impaction and distress scores a greater chance to re- 
ceive a UDAG award. In addition, by raising project points from 
30 to 50 points, the alternatives increase the chances that 
those applications expected to produce the highest benefits, for 
factors such as job creation and leveraging private funds, will 
be selected. 

Conversely, the disadvantages associated with the 
alternatives are that they reduce the targeting of benefits to 
cities with the greatest need as defined by impaction and dis- 
tress criteria, which are emphasized in the statute and regula- 
tions. The emphasis (50 points) on project factors also places 
housing applications at a further disadvantage. Housing proj- 
ects, as previously noted by HUD program officials, may create 
no or few new permanent jobs and do less well than industrial 
and commercial projects in leveraging private funds. 

Alternative aimed at increasing 
the number of participating communities 

The third alternative we considered ranks applications 
using the HUD point system. It is aimed, however, at increasing 
the number of participating cities by decreasing multiple awards 
to any one city in a funding round. 

Once again the selection method was applied to the March, 
June, and September 1984 metropolitan funding rounds. One 
application was selected (on the basis of the highest score) 
from each applicant city. Whether this application was funded 
depended on the amount of funds provided in a round. If there 
were sufficient moneys after each applicant community's highest 
scoring project was considered funded, then communities were 
assumed to receive a second award based on their second highest 
scoring project. If funds still remained following this selec- 
tion, then a third application was chosen. 

In March, sufficient funds were available to enable some 
cities to receive multiple awards. This was not the case, how- 
ever, for June and September, although certain cities received 
one award in June and another one in September. Therefore, 
March application results under this selection alternative are 
presented separately from those of June and September, which are 
consolidated for illustrative purposes. 

Even though application of this alternative in the March 
round enabled some cities to receive multiple awards, not all 
cities received funding for a third application and no city 
received funding for a fourth or fifth application. Table 11 
discloses those cities that would have lost March funds under 
this alternative, along with those that would have benefited. 
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Table 11 

Alternatfva 3-&rch Applfcatton Funding Chamges If Multtpls Ctty Arwds Ifscreased 

Cttles qatntng applfcattoRs and f&s 

tate Ctty 

AL Huntsvi I le 

CA Los Angeles 

FL Jacksonvtlle 
St. Petersburg 

GA Cal umbus 

LA Alexandrta 

NC Htgh Point 
Wtnston-Salem 

NJ union County 

PA 

PR 

TX 

VI 

Allegheny County 1 

Guaynabo Mun(clplo 1 

Fort Worth 1 

St. Thc+nas 1 - 

t&w proJects funded 
under 

alternative 3 

No. hunt - 

1 s 125,500 

1 329,750 

1 600,ooo 

1 =f),@oo 

1 2,100,ooo 

1 700,ooo 

1 l.~,~ 
I 2,499,268 

1 5,~,~ 

I, 130,oGo 

2,665,665 

3.149.235 

384,685 

Tota I I3 f20,383.603’ 

tate City 

Ctttes losing applications aad funds 

Funded under No Ionget funded 
Orlg. funded 

Tota I 
alternatttve 3 

T&a I 
No. rmrt. No* * m. - - - 

AL Blrmlnghaaf 4 s 1,520,lMi 3 s l,G~,~# 1 s 4500,ooo 

IL Ch I cage 4 2,509.ooo 3 1,965.ooo 1 ~,~ 

&A Lowe1 I 3 3,585.aOo 2 3,?50,&88 1 435~~ 

tw Ba1ttaure 4 2,170,cWM 3 1,752,GOO 1 4?~*~ 

MO Kansas City 4 4,212,000 2 1,937.ooo 2 2,275,ooO 

NV New York Cfty 4 15.404.927 3 3,904,927 1 
Rochester 3 948,500 2 748.500 1 

ai Cleveland 5 2,675,920 3 1,545,000 2 

ml ~ya’noll Muntctpto 5 6,236,550 2 3,015,ooO 3 
Mayaguez Munlctpto - 3 984,250 - 2 679,000 - 1 

Total 39 540,246,241 25 $19,766,527 14 
-mm--l --l 

11,500,ooo 

2ow-@Q 

1,130,920 

3.221,550 
305.25CI 

s20.479.798 

aThe dtfference between the total dollar anrount of new appltcations receiving fundfng and the anwwnt for applfcattons lostng fundlng ts 
assumed to be carrted over to the next quarter. The funds were carrted over because the next project that would have received funding was H 
requesttng nv~e funds than avatlable. H 

H 
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As table 11 shows, the primary losers of UDAG funds, on the 
basis of the size of awards, in March would have been communi- 
ties in Missouri, New York, and Puerto Rico. The loss of funds 
to two communities in Puerto Rico, however, is somewhat offset 
by additional funds provided to another community (Guaynabo 
Municipio) in Puerto Rico. This offsetting did not occur for 
funds lost in Missouri and New York. Other primary UDAG dollar 
beneficiaries, influenced by the dollar size of applications, 
would have been communities in Georgia, New Jersey, North 
Carol ina, and Texas. 

In June and September this alternative produced very 
‘different results, since some of the states whose communities 
would have been beneficiaries in March would have been adversely 
affected in June or September. For example, a community in 
North Carolina would have lost a $4 million award and two com- 
munities in Georgia would have lost awards totaling $1.2 mil- 
lion. The following table presents this information along with 
that of other fund losers and beneficiaries. It also includes a 
New York City application for $11.5 million that would not have 
been funded. (Actually, this application was originally funded 
in March with half--$11.5 million-- of the funds coming from 
March and the other half from June.) Since under this alterna- 
tive the application was not selected in March, the June funds 
of $11.5 million are also shown as a loss for the city. 

28 
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Table 12 
Ahrnative >Jme and Septmher Applicaticm Fm&-g 

Umge6 if H.dtiple City Au 

tate 

AL 

c;A 

IL 

xl 

M 

NC 

mJ 

NY 

CH 

PA 

city 

Bi* 

At lmta 
Augusta 

Q&xgo 

Baltimre 

st. Louis 

Wilahgtcm 

No. anE. - No. ant. - 

Ibtal (inchdee March carqwer of fuds--$%,117) 

2 $ l,llO,am 1 $ 710,m) 

2 10,52O,m 1 1o,m,ooo 
2 921,axl 1 m,oM) 

10 13,763,CKJO 2 4,544,030 

8 13,175,444 2 Lfj%~ 

6 10,853,255 2 4,400,~ 

2 4,580,ooo 1 moo0 

2 1,495,Om 1 430,m 
2 11,072,ml 1 l,%~ 
2 1,170,250 1 420,250 

3 6,X35,750 1 435,750 
3 4,259,300 1 954,300 
3 13,%4,089 1 700,axl 
7 3,023,845 2 1,045,m 

2 613,ooO 1 30%~ 

2 500,~ 1 w),ooO - - 

58 $97,006,433 20 $27,825,300 

NR*irk 
PatersOn 

Mm 
wlffalo 
New York City 

Cleveland 

Eastm 

Total 

- 

Cities losing applicath tad. fds 

orig. flJ%kd 
Total 

alternative 3 
‘Ibtal 

N3lmgerfmded 
under alternative 

lbtal 
No. ant. - 

%9,2n,E@ 
. . _ _. 

1 $ 4OO.ooo 

1 520,000 
1 721,ooO 

8 9,219,(xX) 

6 11,527,44+ 

4 6,453,255 

1 4,~.~ 

1 1,065,ooD 
1 9,864m 
1 750,cm 

2 5,950.m 
2 3,305.m 
2 12,864.m 
5 1,978&S 

1 313,aIO 

1 =m@ - 

38 

WE difference between the total dollar arcmt of new projects receiving furdirg and the 
ammt for projects lo&g fdi.q is amud to be carried owx to the mxt rcmd. 

Cities m qqdicaticms and fmkh 

tate City - - 

AL Bbib 

CA Baldwin Perk 
El Nmte 
oakl~ 

stmktal 

DC District of 
Colu&ia 

a Albasly 

IA Des M3ioes 

IL Joliet 
Ebckford 
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The advantages of this third alternative would be that 
(1) more eligible cities would be able to obtain funds and 
(2) it would be considered more equitable by some because the 
number of awards to certain cities would be decreased so that 
other cities could receive an award. 

On the other hand, this alternative has disadvantages: 
(1) it could reduce the targeting of funds to cities with the 
greatest need as defined by impaction and distress criteria 
that are emphasized in the statute and regulations, (2) it may 
not enable all cities to receive at least one award in a round, 
as this would depend on the number of cities applying, project 
funds requested, and funds made available, and (3) it could dis- 
courage cities frcrm submitting small UDAG dollar applications. 
As a former UDAG Program director noted, this alternative may 
have no effect. Instead, it could simply lead to communities' 
packaging several smaller UDAG dollar applications into a larger 
one. In addition, this official noted that communities may make 
trade-offs so that larger UDAG dollar applications are submitted 
at the expense of their smaller dollar counterparts. 
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OTHER ISSUES: COMWUNITIE:S WITH POCKHTS 

OF POVERTY AND NONPARTICIPANTS 

As previously noted, the Congress has authorized the 
Secretary of HUD to fund applications, up to a level of 20 per- 
cent of the funds available, from metropolitan communities and 
small cities with pockets of poverty. These communities do not 
meet the UDAG distress standards but may qualify for funding 
because they include an area within the community that meets 
certain criteria. Since impaction and distress scores are not 
applicable for the co'mmunity at large, applications from these 
communities are ranked solely on project characteristics. On 
the basis of project characteristic scores alone, 10 recent 
qualifying applications1 would not have been funded, but HUD 
exercised its discretion by approving 9 of these applications. 

Of the communities that do meet the UDAG standards of 
distress, a sizable percentage (31 percent) of eligible metro- 
politan communities have never received an award. Common 
characteristics of such communities are that they (1) have never 
applied, (2) generally have low impaction and/or distress 
scores, .and (3) frequently (over two-thirds) have populations 
under 50,000. 

COMMUNITIES WITH POCKETS OF POVERTY 

A metropolitan community or small city2 that does not meet 
the UDAG standards of impaction and distress may qualify as a 
UDAG pocket of poverty applicant if it contains a specifically 
defined geographic area meeting certain criteria. Since one of 
three regulatory criteria differs for metropolitan and small 
communities, they are separately set out in the following 
summary. 

'Represents metropolitan community pocket of poverty qualifying 
applications considered by HUD in March, June, and September 
1984. 

2Sma11 cities are cities having a population of less than 
50,000. 
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Metropolitan community 
pocket of poverty criteria 

1. Must be composed of a eontig- 
uous area. In addition, the de- 
fined geographic area must contain 
at least 10,WO persons or 10 per- 
cent of the 
population.3 

jurisdictianls 

2. At least 70 percent of the 
population residing in pockets 
of poverty must have incomes 
below 80 percent of the 
jurisdiction's median income. 

3. At least 30 percent of the 
residents must have incomes below 
the national poverty level based on 
criteria provided by the Office 
of Management and Budget. 

Small city 
pocket of poverty criteria 

1. Must be composed of a 
contiguous area defined ,by 
the U.S. Bureau of the Cen- 
sus or for which data cer- 
tified by the U.S. Bureau 
of the Census are avail- 
able. The defined geo- 
graphic area must contain 
at least 2,!XQ persons, or 
10 percent of the juris- 
diction's population, 
whichever is' ~~ore,~ 

2. Same as for metropol- 
itan community. 

3. Same as for metropol- 
itan community. 

Communities with a pocket of poverty, like those 
communities meeting UDAG distress standards, must also demon- 
strate results in providing housing for low- and moderate-income 
persons and in providing equal opportunity in housing and em- 
ployment for low- and moderate-income persons and members of 
minority groups. Furthermore, applications from communities 
with pockets of poverty are subject to additional requirements, 
including: the locality must match 20 percent of the grant 
funds requested; at least 75 percent of the permanent initial 
jobs resulting from the project must be provided to low- and 
moderate-income persons; at least 51 percent of these jobs must 
be provided to low- and moderate-income residents of the pocket; 
and HUD encourages that at least 20 percent of all permanent 

31n defining the pockets of poverty, district and block groups 
with median income levels greater than 120 percent of the 
median income of the jurisdiction must be excluded. 

32 
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jobs be filled by pocket residents who are qualified to partici- 
pate in the Comprehensive Employment and Training Act4 (GETA) 
Program on a continuous basis. In addition, the applicant must 
describe, if relevant, how services and physical improvements 
relate to the needs of low- and moderate-income residents of the 
pocket. (Of note is the emphasis on low- and moderate-income 
benefits for applications from pockets of poverty, whereas the 
loo-point project selection system provides up to 1 point for 
low- and moderate-income jobs and another possible point for 
CETA jobs.) 

In any funding round, applications received from 
communities eligible for participation on the basis of pocket of 
poverty criteria are considered at the same time as applications 
from distressed communities. A HUD task force paper notes that 
relatively few applications have been received from pockets of 
poverty communities. 

According to BUD's 1984 Consolidated Annual Report to 
Congress on Community Development Programs,3 27 pocket of 
poverty awards totaling $46 million have been made since the 
statute was amended in 1979 to provide for this type of 
project. In fiscal year 1983, according to the report, nine 
pockets of poverty awards were announced with a total value of 
$18 million. 

In explaining how applications from communities with 
pockets of poverty fit into the current project selection sys- 
tem, BUD task force members noted that, prior to the point 
system, it was possible to ignore the absence of impaction and 
distress measures for pockets of poverty communities because all 
qualifying applications were funded. They explained that, 
because of the absence of impaction and distress measures, these 
projects now compete solely on the project criteria, and this 
factor is only 30 percent of the total score. However, HUD 
exercised its statutory discretion by approving pockets of 
poverty projects in T984. For the March, June, and September 
1984 funding rounds, HUD considered ten applications qualifying 
from metropolitan communities with pockets of poverty. The UDAG 
funds requested totaled $22.1 million. HUD provided over half 
of the funds ($12.6 million) for nine of these applications. 
Based solely on project scores, these applications would not 
have been funded. 

--m---e--- 

4Eligible persons are defined by HUD as those who are long-term 
unemployed, underemployed, or from low- and moderate-income 
households. 

51ncluded are UDAG data through fiscal year 1983. 



APPENDIX IV APPENDIX IV 

Several options have been considered fo'r integrating 
pockets of poverty in the selection process, Thes'e options 
include the following: 

--Rank pocket of poverty applications only with applica- 
tions receive'd from other pocket of poverty communities. 
These applioations in any round or fiscal year would be 
funded up to 20 percent of the funds available (or, at 
another level the Secretary may choose, not to exceed the 
20 percent cap in any fiscal year). 

--Calculate a score for pockets of poverty applications 
comparable to impaction and distress scores. All 
projects would then compete together. Several methods 
are available to approximate this comparability. 

HUD officials have not made a decision on adopting a 
solution for selecting applications from pockets of poverty 
communities, as they believe the issue should be addressed by 
the Congress. 

A LARGE NUMBER OF METROPOLITAN CITIES 
HAVE NEVER RECEIVED AN AWARD 

We analyzed the participation of eligible metropolitan 
communities and found that, as of February 1984, of the 413 com- 
munities eligible, 127 (31 percent} have never received an 
award. (This percentage does not include 11 communities where 
approved applications were subsequently terminated.) 

The 413 communities currently eligible are ranked by HUD 
from 1 to 413 for both impaction and distress. A rank of 1 is 
the greatest level of distress and a rank of 413 the least. We 
stratified the rankings in table 13 which shows that most non- 
participants have impaction and distress ranks in the third and 
fourth quartile. There are a few exceptions, however. For in- 
stance, Bridgeton, New Jersey, with an impaction/distress rank 
of 47/3, applied unsuccessfully eight times. Seven applications 
were made prior to the new selection system and one after it 
was initiated. Another example is Union City, New Jersey 
(impaction/distress rank of 44/23), which applied onceT;zf;;e 
the new system but whose application was not funded. 
successful applications, prior to the new selection system, 
either did not meet threshold requirements or were withdrawn by 
the community prior to funding consideration. The chart below 
further illustrates impaction and distress characteristics of 
cities that have not received an award. 
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Table 13 

Nonpartickpants~ Impaction/Distress Ranks 

Rank Quartile Number of cities 

(301-103 1, st 5 
104-207 2nd 23 
20~8-3 Ml 3rd 38 
311-413 4th 61 

Total 127 
- 

Rank 

001-103 
104-207 
208-310 
311-413 

Total 

Quartile Number of cities Percent 

1st 19 15 
2nd 31 24 
3rd 28 22 
4th 49 39 

4 
18 
30 

127 100 

While nonparticipating communities had populations ranging 
from 16,000 to 297,000, most are small metropolitan cities. 
This is demonstrated by the fact that over two-thirds (69 per- 
cent) of these cities have populations under 50,000. Metropoli- 
tan communities include cities with populations under 50,000 
when the cities are central cities of a standard metropolitan 
statistical area. 

A closer look reveals additional insights about the 
nonparticipants. First, 69 percent have never applied. For 
example, Cumberland, Maryland, with an impaction/distress rank 
of 39/107, has never applied. Second, 28 percent of the cities 
are newly eligible as of February 1984. An analysis of these 
newly eligible nonparticipants shows that they are heavily con- 
centrated in the 3rd and 4th quartiles of the impaction/ 
distress range. Third, there are 19 cities on the current 
metropolitan eligibility list that have not received awards as 
metropolitan cities , yet did receive funding as small cities. 
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HISTORY OF UDAG METROIPCLITAM COMMUNITY APPLICATIONS 

This appendix presents a history of metropolitan UDAG 
applications showing the communities that have received awards 
before and after the competitive application selection system. 
It also presents eligible communities that have never received 
an award, as of the end of September 1984. 

Since the first UDAG awards in April 1978, 1,320 appliea- 
tions have been approved; the awards totaled $2.65 billion. In 
addition, 210 applications amounting to $392 million were ap- 
proved but subsequently terminated. Terminations are presented 
separately, rather than being recognized as awards, since de- 
obligated funds from such terminated projects may be used to 
fund other UDAG projects. Also, 1,323 applications amounting to 
$3.23 billion have been proposed but not funded. 

As previously stated, 127 communities (31 percent) of the 
413 metropolitan communities eligible for UDAG awards as of 
February 1984 have never received an award. These communities 
are also shown in this appendix. 
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City 
me 

-FL- 
&mtsville 
I&bile 

-v 
TuecaloCSa 

State total 
w 
4 kisooa 

--%izzx 

State total 

-th 
*Little Rock 

Pins Bluff 
-- 
-west F$zs#Iis 

State total 

Activity fras 1978 thtW& %uder 1933 
lbtd 

NJ&r mtal ofpropsd mt.pro- 
of iat. of Hmhrof Tbtslzmt.of pmjects peedad 

13 $15.636,378 

4 1,&35,452 
2 I,@%~ 
2 l,=boM) 

1 l,=b~ 
35 21,931,830 

1 624,OWl 
1 7so,m 

-“i 1,374.am 

1 

7 

1 
4 
5 
5 

5 

1 
i 

1 $ 75&m 
2 5,9%i*BM) 7 

-5 6,676,800 ‘7 

$ 54,584 
19,784,281 

3,229.166 
37,118,970 
19,&5,436 
2&979;364 

107,031,801 

45%ooo 
450,am 

9,818,aoO 

9,818,CfM 

t&ahr attal -[I 
lwx?r Ibt%l ofpmpsed &ELF 

of ant. of lludaer of Rata1 aet- of miects Rod d 
E 

1 
1 
7 

1 

i?i 

1 
-i 

$ 185,&X1 
=,BBD 

2,815,loO 2 $ 4(yt,ooo 

4,350,100 
2 

T 
25.750,ooo 
26,154,ooO 

4aooo 2 4,335,m 
425,m -T 4,X35,rm 

-I.rdicates raetrq3olitsn cam.nitiesthsthavemtreceivedafMGaktrd. 

*Indicates a previady eligible metropolitcln fxmmnity or 002 that ha8 qmlified for fuxiing thmgh a pxllet of pmxty. 

?4ctivity for fwded projects is presented mcvrdiq to the date the project wsf~ m. 

1 1,=booO 
1 4,ooo,~ 

1 m,m) 

Y 5,746,aKl 

$ 

2 u H 
X 

c 

- - - - -- -- . -_ _ _ . .- . . .- - - _ 



City 

California 
*Ah&a 

Alhdxa 
Bskersfield 
Llddwin F-ark 
Be*& 

atiw 
hia Vista 
G=em 

-El Smte 

-Fresm (33. 

kt 
Glerdale 

-IngleuJod 
-isnl cb. 

Iaog-h 
Los Aqeles 

-Nmdk 
OsklarKi 

-Ulta-fiO 
-(baerd 
--PasadeM 
Pica Rivera 

--Rmkn-w 
-*terville 

FtiCW 

Riverside 
Riverside 8. 
Smmmto 

--Sslinss 
!ssn &dim 
WLrieso 
San Frsm%3co 
SsntaAM 

k%br lbtal 
of at. of 

awirfise -- 

1 WKOOO 
1 2,350.ooo 

1 =AooO 

1 2,193,axJ 

3 2,017,740 

1 6,702,wx) 

2 11,ato,m 
14 ~,~.ooo 

4 18,@s9,180 

1 100,axl 

1 7.422,700 
4 1,956,285 

2 1.726,239 

2 %1,2m 
1 4mJ,ooo 
4 8,767,665 

1 130,axJ 

1 W-%~ 

2 5,613,ooO 

1 4,519,m 

1 535.m 

1 1,512,508 

1 

1 

3 
1 

3 
3 

1 

4 

1 
13 

4 

2 

2 
2 

1 
3 
5 

4 
3 
5 
1 

l,B3,4lxl 

7,500,= 

870,ooO 
12,m,m 

7,45&m 
6,~.~ 

5,347,m 

15p5.267 

10.500,Mo 
35,258,025 

3,750: cm 

9,760: al0 

6,735 m 
6,645 Ooo 

2,160.aIx.l 
8,908Ao 
9,741,633 

18,935,615 
18,908,ooO 
40,955 ,am 

157,am 

1 1,950.ooo 

3 4,503.500 

1 4,5mooo 

6 15,895,Mo 

3 ll,m6,axl 
1 5,650,000 

1 %500,~ 

2 3.820,oaI 
1 2,400,~ 
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Activity fran 1978 tht~+~ twfd~~ 1983 
Tbtal 

Iasder T0t.d ofpropr#led aBt.pm- hnber lbtal OfpPrcpxd a&.pm- iG 
of mlt. of Nusberof lbtafant.of projects peedand of silt. of PhKlber of ?&al ant. of project8 ped ad x City 

rare ssmrd8awards tenninationsa termbtiarm mt ft.lded not !zt3&d a%mrdsb t&ha tenninatim mtfvded mtfinded -- -- c 

Florida 
*gtadenton 

Dede Gmlty 
Fort lauierdale 

-Fort Fierce 
i&ale& 
Ja&xmville 

-L&d& 
Miieai 

*ani Beach 
Mi1boIB-W 

z 
c-w WY 
orkmdo 

-Pam118 City 
Femscola 

-Polk County 
-St. Petersburg 
Tallahassee 
Tanpa 

-West Pslm Beach 
-Winterhaven 

State total 

2 

192,cm 
1 
2 

1 L=,~ 

2,270.WO 

5,994,oM3 1 

1 282,070 

4 5A-meal 
2 4,5mooo 

3,@mooo 7 20,383,OOO 2 7,4x),160 
1 12,661,082 
1 671,086 

3 

760,cm 1 

12,ooo,an 

3,180,aKJ 

1 67,185 1 
2 WW~ 

1,274,5&‘+ 

3 4,401,m 
2 1,935,m 
1 6.457,yx) 

4 898,hoo 

X3,165,255 1 4,274,584 ?i% 66,499,26’3 -7 7,420,160 E 37,07U,412 

1 
4,176,280 5 
1.430,m 
4,986.ooo 
4.888,878 

~,468,Mlo 
28,236,753 3 11,120,m 1 
4,604,m 3 1,421,ooO 
3,713,ax 
8,830,561 1 968,750 

275,ocK) 2 9,792,m 
3 830,3iX! 
1 =,oa) 

* 

2,456,416 2 
17,937,574 -ii 

1,335,mo 3 
8,826,am 10 

4 
3 
4 

1,~,~ 2 
11,561,axl z 

2,491,cm 
%,343,314 T 13,509,750 -i 

2 1,578,500 2 

275,W x 12,526,m 2 
t3 

1 

2 

2 

1 

Atlanta 
hima 
OAl&WS 
Macon 

*ietta 
SWannah 

State total 
2 

b 



city 
NIBe 

Illinois 
Altm 

- 
aiicsgo 

-chiqp lkigbts 
cicem 
+.@attur 
Fast St. Louis 

+zu&e city 
Joliet 

-B1oaairgtal 
East CGxgo 
Ellhart 
Emnsviile 

*tWayne 

Jhdisnaplis 

Activhj frcm 1978 through l?mder 1983 
lw?er %td 

luber ‘1wel 
of aat. of 

amsrdaikppfds -- 

1 750,am 
32 66,459,2!I3 

2 312,ooo 

1 1,ooO.ooO 
1 520,m 
2 2.752,aKl 

4 13,233,100 

2 228.325 

1 3.100,m 

1 xx1,~ 
1 925,ooO 

G 89,579,718 

2 2,429&O 
4 15,332.m 

&iad ter%inatiorm 

10 

1 
2 

1 

1X 

1 

1 

2 

33,435, I40 

3w,aa 
331.500 

16,XMI.MD 

55,416.640 

3,056,ooo 

2,5331.449 

l,~,ooO 

1 
21 

4 
3 

1 
4 
1 
1 

1 

4 
1 

.E 

1 

1 

1 
2 
4 

5 
3 

130,382,670 

685,m 

1,130,alo 

=%460 
4*125,[loo 

12&X,875 

2,919.m 
8,797,aoO 

12 21,W,aDo 

2 1,=v=) 

2 710,am 
3 783.m 

3 

2 

37 

625,121 

2,540,ooo 

27,%03,321 
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Activity firm 1978 through l+w&-er 1983 
&her ‘Ibtal 

mber n3tal of proposed ant. pro- 
of ant. of H&r of Ibtal 5t. of projects posedand 

aardszsirds -- terfhtimsa texminati~ -- mt fwded mt fwded -- 

Nder mta1 ofproposed ant.pn3 e 
of amt. of Nder of ‘ktal ant. of H 

.?sarasarJards tczmirbstionsa ten&nations 
projects @ d 

mt fu#ed mt fud& 
x 

-- 

City 
tYm@ _- 

louisian 
-;=a 
ILm3n ml@ 
1afayette 
lake aal-les 
t- 
?kw Orleans 
:evep3rt 

-‘lhiW 
State total 

1 4,975,0#0 
1 w@@3,oM3 
3 3,203,385 
2 3,476,%77 

I 1,985, t24 

1 Mo,=Q 

14 
3 

-iY 

40,490,&75 
3,700,wcJ 

-- 
46,675,W 

1 
1 
1 

? 

62 84,635;152 
1 400,ti 

33 85,035,152 

20,445.m 

4,4&@-Q 
17.309,ooo 

lC0,oM 
2,%6,~ 

7so,ax9 

@f6,ooO 

815,oco 
1 394,144 

1 
1 

.- 
3 9,831,14-G 

1 

1 
i 

166,ml 

4@,C@ 
574,aM 

18 2oJk9.878 

1 175,Orn 
-iY 20,524,878 

l&X29,650 

4,905,an 

2,001,800 

2,3’D,ooO 12 30,x7.435 5 6,867,170 
3 6,279,19O 1 1,700,cHm 

2 

7 3 8,567,170 E 50,8%1,887 3,137,ooo 

#tire -- 

Ip 
W lEwioton 

Portld 
State total. 

1 l,@a~ 
3 650,000 
2 3,396,m 

2 

1 
-4 

318,ooO 
2,118,aIo 

4 9,673,820 
lo 14,719,820 

-!EYLE!. 
-1m 

RGsxe 
-0Aerlsd 
Hagerstw 

State total 

11 

1 
E 

45 46,748,906 23,608,XKi 

850,ooO 
24,458,300 5 iO,264.,825 

Masa&uetts 
*Arlingtm 

Att1eboro 
Emtan 
Brmkton 
Brookline 
Cadwidge 
Cbicopee 
Fall River 
Fitchburg 

-G1areeter 
&w&ill 

1 1,5M,OM) 2 18 %,E92,9@ 
1 1,062,600 

3 3,780,ooo 
1 ~,~ 
1 1,855,aKl 

2 7.188.600 
1 l;uloloDo 
4 5,210,ooO 
1 625,ooO 

2 

3 WZ9.ooO 1 830,oal 



City 
llam? 

bl* 
L4wcexe 
lCM?fl 
LF 
t&l& 
&dford 
l&w Bedford 

-Won 
Pittsfield 
(-&WY 
salen 
sprerville 
Springfield 
Wa1thdB 

Vth 
ltbrcester 

State total 

Michigan 
AmArbor 
Battle Creek 
Bay City 
Benton Karbor 

XDearborn 
Detroit 

-Fast Lsnsicg 
Flint 
Grad Rapids 

tbllrnd 
-JaCkSCn 
KalanazoO 
lzmsig 

-Lincoln Park 
wkegon 
lk&egcm Wights 
Pontiac 
Rxt Won 
Saginaw 

-St. Clair bres 
State total 

Activity fraa 1978 thragh &v&xx 1983 

lk&er E&al 
of ant. of 

awrds axssrds -- 

3 2*=,m 
3 WfWQO 
2 10,6oo,CK@ 
2 5.270.367 

10 9,234,703 

3 2,504,&A 

3 6,7%~ 

4 uw~ 
6 17,838,760 

1 4,7al,ooo 
6j 150,322,472 

2 15,833,CEO 
1 158,200 

21 77,748,132 

6 28,430,700 
2 6,@O,f300 

1 650,000 
4 15,385,ooo 

5 6,062,1X1 
1 450,axl 
4 7,822,ooO 

47 E&599,182 

N&er Tbtal 

OfFoPJ=d a-F 
tb&er of lbtal eat. of pmjects pceed and 

terminationsa tenaimtions 

1 1,550,alO 

1 1.700,~ 
4 2,753,M30 

1 14,233,axI 

6 5,9&904 

19 

5 

1 

2 

2 

i5 

33,187,904 

29,195,ooo 

536,cxxl 

4,115,0(x, 

m-@,~ 

37,446,ooo 

iJti?mlded &tfLn&d 

1 
2 
1 

5 
1 
2 

1 
1 

3 
4 

&i 

1 
1 
4 

31 
1 
5 
3 

1 
1 
1 

12 

1 

E 

2,922,251 
17o,!xKl 

8.ooO,ooO 

5,371,inO 
4,490,0(x) 
5.952.ooo 

2,700,~ 
2,137,ooO 

4,728,200 
9,104,ooo 

92,600,811 

2.~.~ 
4, i15,ooO 
1,389/x0 

140,122,813 
2, mo@ 

22, t86,sal 
7&4,ooo 

11,762,OOO 
3,052,OOO 

MO,@0 

13,024,100 

371,ooo 

208,%6,903 

3 
3 

1 

2 
4 
1 

25 

1 
1 
1 

4 

4 

1 

2 

w 

11,348,cm 
3,585,ooo 

1 

1,465,903 

780,ooo 
2,391,312 

s75,ooo 

3 1,295,Mx1 
3 14,X32,648 

28,881,67] 
1 

-i 1,550,ccn -E 

420,000 
=J,ooO 

1.~.~ 

19,271,0(yJ 

6,417,275 

19 

2 

582,921 

290,000 

-28,871,1% B 

l,~,ooO 
33,693,1&J 



Activity frm Decehr 19-83 through %pt&er 1984 
lfder lbtal 

Activity fms 1978 tht-oqh &maher 1983 
lblwr 

Wr Tbtal 
of ant. of 

?btal 
ofp-qosed ast.pr+ 

Fhberof %talast.of projects posed& 
Nnbar lbtal ofppsed a0t.F 

of alu. of - of Ibtal mkt. of projects w-f 
awardsasads tfzminatimsa tewinetians ret fsdd mt ftsxled -- 

city 
e asisrdsd -- not -iimded lit frrded t~ionsa terminations 

!4i-ta 
Duluth 
Mimlis 
St. Cloud 
St. Paul 

State total 

B 
Biloxi 
~1fpm-t 
Jacb 

+3ss mint 
-Paacagoula 

State total 
rp 
ul l&souri 

-Joplin 

3 4,605,m 
18 45,2m,Rl 

I 1,3G3,m 

4 
10 

1 
3 

B 

1 

2 

3 

9 
3 
9 

z 

1 
3 

-2; 

2 
1 

-3 

is,332,460 
16,181.175 

470,m 
7,79S,(Kxf 

39.778,635 

522,ooO 

1,735,237 

2,25?,237 

34,8144,269 
1.674,670 

58,537,500 

95,026,439 

5,600,ooo 
I ,f%,am 
6,758,cm 

5,ooo,~ 
550,am 

5,550.aIo 

4 

1 
-9 

1 3,867,mO 

-i 3,867,m 

1 w33m 

_- 
1 w4343,~ 

15 50,756,402 
37 101,905,473 

1 3,464,228 
1 6,237,Mo 

1 
2 

-3 -5 9,701,228 

3 

2 

.- 
5 

Ezzilsas city 7 19,026,ooO 
St. JDsepl 1 13%~ 
St. tis 14 49,102,ooo 
Springfield 1 3,8x),ooo 

State total u 73,228,CHJ 

4 4,212,ooO 

7 15,853,255 

ii 20,065,255 

1 199,CQO 

7 199,ooO 

l4nltabs 
M Falls 2 1,002,87s 

Nebraska 
TszGzi 

1 =+,ooO 
-i s,an 

2 2,lM,OOO 
-i 2, IS&000 State total 

New Hmpahire 
-Dover 

1 6,777,OOO 

2 3mh~ 

-3 9,777pxl 

3 8,~,~ 
1 125,oM) 
1 5,s75,Oa3 

7 13,700,cm 



Activity fnm 1978 tluoqb bwnber 1983 

mber I&al 
of at. of 

awrils6t5tmda -- 

Ml&et-of mtaf&.of 
t&ioo$l teminatiorts 

thker -lbtal ofpmposed ast*p?3 x 
Of A%&. of F4mher of mdant.of projects pIsedd 

aml-ds ar.mrds tet&nationsa tensinations notf#dFdnotfurlgt -=l - - 

City 
nam? 

3 1,573,m 
4 14,839,ax.l 
1 1,325,ooO 
1 625,uwf 
7 14,m,Mo 
2 13LoM) 
1 6s-L~ 
4 3,510,m 
5 10,2.%,m 
1 185,ooO 

2 335,m 
5 8,250.ooO 
1 ~.ooo 
2 4,(130,300 

13 33,979,075 
1 I,oM,~ 
2 12,9m,Oal 
4 5,392,6@3 
1 2.@m~ 
8 14,673,550 
1 150,axl 
1 5,OmOa3 

-141,627.925 

1 
1 

2 

I 
3 

1 

3 
2 

3 

2 

m 

3,100,m 
9,218,alo 9,9%~ 1 

1 

2 

1 

1 

3 
1 

2 

2 

1 

i7 

1 Atlaic City 

*Bldield 
-Bdg&Oll 

Cliftm 
Fast orange 
Elizabeth 

*Essex unmty 

lb 
0-l lblsal Gxnty 

Irvington 
.Jersey City 

-lcq &-=h 
Millville 

kw Brunswick 
PaesaiC 
Paterson 
krth kboy 
Trenton 

-Union City 
Union Onmty 
Vineland 

SEate total 
Hew Elexico 
wT= 

w.as~ea 
Sate total 

6,3#),ooO 

190,alo 

58o.m 

1,62S,ooO 

3,2&m 

3,010,aIo 
L=b~ 

931.750 

3,350,alO 

3S0,m 

21,066.750 

2 
1 

4 
3 

5,245,221 
1,791,550 

5 4,792,100 

2 2,370,aoO 
4 271,ooO 
5 60,674,KFI 

3 2,314,750 
16 27,604,018 
4 16,983,ooO 
1 575,760 
3 5,615,500 
2 2,120,m 
5 4,@0,@= 

2 
4 

3-K 

2 

1 

4mvOo 
2,420,704 

143,167,603 

I,327.@.m 

l,327,&xl 

275,ooO 
755,ooo 1,495,cm 

1 6S2,W 
1 WRmf 

4S0,m 1 2,=v333 

12,672,yw) 3 3,157,s.n 
3,500,oIx) 2 22,547,639 

1,470,2SO 

1,750,m 1 
2 

2 
iF 

1 

-i 

47s,Otn 
43,252,139 43,352,250 



hctivity fras Dec&m- 1983 thmugh Septder 19N tg 

Zbtal H 
Activity fms 1978 thmugh W 1983 

Btaf 
tuber Ibtal 

of sat. of 
asvmrdsb -- 

ofpraposed ant.pro- 
&&erof Tbtalant.of ura*ts txeedand 

te&n&* tuians 

1 103,cm 

2 2,191,oaJ 
1 WcQo 

1 219,SaI 

&tiiinded ktflnded 

kw York 
Am 
-on 
fluffal 
Elmira 
l?xie county 
Glen Falls 
Middletow 
lbtlt- 

t&w bchelle 

2 
RZWYork 
Niagara Falls 

-=w QlncY 
Bk=ie 
lkrhester 
mu2 
-t&y 
sjrec- 
w 

wniallba 
Utica 
wlite Plains 
Yalkers 

State total 

9 7,325,Sm 
5 5,164,m 

15 34,523,X)5 
1 @@,ooo 
4 7.679,mO 

I =ko[xt 
1 %S,625 
2 6,453.193 

46 116,417,Yil 
15 33,667,32a 

1 2,-,= 
14 14,997,666 

1 4,299,9-x 
3 2,974,100 
6 4,178,lm 
6 4,798,479 
2 87,oM) 

14 5,009*500 
1 4.975,cm 
3 

133 
~,~,~ 

247,%!3,888 

2 

1 

3 
35 

1 

1 

1 

11&x2,750 
2,550.ooO 

12,167,HKt 

2,862,m 
75o.m 

1 
1 
1 

2 7%. 127 
4 492,700 
1 649,807 

So 103,115,115 
9 W%250 
1 618,700 
1 1,7=,aJo 

23 28,550,950 
1 %oM1 

12 s,@ko 
10 18,X29,233 
6 5,959,113 
1 3,525.mJ 
5 4,517.855 

3,lSS,495 

18,123,877 
5.309.800 

M 
1 

1 
1 

21,485,%6 
s@%ooo 

=%oM 
9,731,m 

3 

72u.m 3 

2,378,095 
73,4%,317 

4 11 .~,a30 
164 Z&635,355 

.- 
B 27,192,766 

brth Carolina 
Ashwille 2 l/593,823 

1 2,136,046 

1 464,ooo 

3,4oo.o1lo 
-Burlingtm 

Clwrlotte 
-d 

Fqemville 
-&t&a 

1 

2,-m 

135.280 
1 



City 
ilime 

fIiclcmy 

K$lmint 

-Jacksowilk? 
Raleigh 

salisbury 
wi1ni.ngton 
win5tal-sa1en 

State Eotd 

Chic 
Abm 

Activity ~MR 1978 thrcq#x Fbveher 1983 
Bd3er 

kder ‘Ibtal 
of sat. of 

ofpropwed ant*pm- 
Wrof %tala=&.of projects posed+& 

Zbtal 

akardsaraads -- 

1 l,foo,~ 

1 943.849 
2 3,340,~ 

T 10,177,718 

9 27,714,Mo 

-%ditig &em 
centon 
CioSmati 
clevelend 

-Cleveland Bights 
tilh 
Deym 
Elyria 

-Hani1tcm city 
IhE 

-ter 
ha 
Inrain 
kinsfield 

-Marietta 
Hsssillim 
Kddletown 

Springfield 
-stark Gmty 
-!ib&BklLe 

‘Ibled 

y-!&v- 
Sate total 

3 4,386,900 
7 27,136,121 

20 21,801,897 

7 21,140,aM 
4 W4%~ 
1 579,oeo 

1 192, MO 
1 mm 
1 2,100,ooo 

9 38,730,890 
2 3,959,088 
1 750,oaI 

v 157,125,476 

t&ionSa terminatims 

i 

1 
2 
4 

1 

1 

1 

2 
12 

2,400.ooo 

9oo,=Q 
1,925,~ 

16,150,000 

< 

330,375 

305,alO 

u37kMxf 
24,180,375 

mt &m&d mt fmbssd 

1 

1 

3 

7 

3 

4 
20 

9 
2 
1 
1 

2 
2 

2 

1 

7 
1 
2 

3i 

4 5,145,an 

i 11,2%,280 

1,697,ooo 3 2,539,900 

11,724,ooo 
46,615,#)7 

19,012,ooO 
21,147,ooO 
2m-h~ 
5,461,OOO 

1 3,450,ooo 
8 3,6a4,320 

3,519,an 
Lf%LooO 

1,087,ooo 

l,EO,oM 2 1,381.m 

14,451,775 
mm 

17,166,560 
147,920,642 

Activity h aeceatrer 19&3 thmqh @+hzr 19% 
&s&r ‘fMal 

I&her %btal ofpc#Gsed ark.- 
af e. of I%a$er of %talaat.of pxojects posedarrt 

amrdsawrds t&ha tenainatiats mtfmxki mtfuded -- -- 

1 382,900 

1 
3 

*5*ooo 
1,947.m 

4 2,64s,an 
5 3,740,ooo 
1 WJ5h~ 
5 4,767,ooO 
1 1,690,~ 



City 
ri8e 

Cl&l-ma City 

ntlsa 
State total 

hE 
EW= 
Fortland 

dpriqfield 
State total 

Pelnsylvaoia 
Alk+f!q Gxmty 
AlletUCM 
Altoma 

--Y 
Bethlekan 
Bristol lbwship 

-Carlisle 
ckster 
Eastal 
Erie 
lk-risbuq 
Hasleton 
JohImtm 
-ter 

Activity fmu 1978 throqh Novadxr 1983 Activity fmn Deceaber 1983 ttaolgh sept a&r 1984 * 2 
hd3er lbtal lbdxr mtal u 

Nder Ibtal ofpropowl al@.- Nlber Tbtal 
of ant. of Nudwof lbtalaut.of projects posedand 

ofp?qosed allt.pro- 
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OBJECTIVES, SCOPE, AN13 METHODOLOGY 

On September 20, 1984, you requested that we undertake a 
follow-up review of our March 5, 1984, report on the UDAG Pro- 
gram. You asked us to determine the results realized from 
additional projects and review HUD's response to our recommenda- 
tions. In an October 22, 1984i meeting with your office, how- 
ever, it was agreed that we would defer the follow-up work until 
after we had reviewed the UDWG application selection system, 
since the system was expected to be legislatively addressed in 
early 1985. We were requested to review the selection system's 
effect on metropolitan communities' participation and analyze 
the funding changes that would occur based on alternatives to 
this system. In addition, your office asked for information on 
whether housing applications were disadvantaged under the 
selection system. Also, information was requested on the 
eligibility criteria for communities with pockets of poverty and 
how applications from these communities were selected under the 
new system. 

We reviewed applicable legislation, records of 
congressional discussions of the selection system, HUD regula- 
tions and policy documents, and analyses of the selection system 
prepared by HUD. We discussed the UDAG selection process with 
HUD headquarters officials and obtained the views of city 
officials primarily through discussions and attendance at an 
October 18-19, 1984, national UDAG conference where project 
selection was a focal point of discussion. Our work was 
performed primarily at HUD headquarters in Washington, D.C. 

To obtain information on the selection system’s effect on 
applications, we reviewed metropolitan communities' applications 
actually considered for funding by HUD in the March, June, and 
September 1984 funding rounds. This provided us with a project 
data base of 372 applications, which was used to (1) determine 
the minimum number of points needed for funding in a round 
(2) compare locality and project scores for funded and unfunded 
applications, and (3) analyze alternatives to the present point 
allocation system. We did not examine whether the system dis- 
couraged communities from applying. 

While recognizing that there are an infinite number of 
selection system alternatives, we selected three alternatives 
primarily based on discussions with HUD headquarters and city 
officials, and congressional staff members dealing with the UDAG 
Program. Two of the alternatives are similar in that they 
involve point adjustments for the three criteria for project 
selection--impaction, distress, and project factors. Both 
alternatives increase the weight of project factors from 30 to 
50 points. The third alternative differs in that the 
HUD-assigned weights are used, but to increase the number of 
participating communities awarded grants, multiple awards to the 

55 



APPENDIX VI APPENDIX VI 
d '1' 

same communities have been decreased. The procedure followed 
throughout our analysis of the alternatives was not to exceed 
the funds available in a round with the assumption that any 
excess funds would be carried over to the next round, and any 
carryover of $1.5 million or less would not materially affect 
the analysis. The alternatives are discussed in detail in 
appendix III. 

Fina1Sy, wcl! reviewed metropolitan communities' UDAG funding 
based on data from MUD's UDAG information system. The analysis 
includes the 413 currently eligible metropolitan communities, 
previously eligible metropolitan communities, and metropolitan 
communities that have participated through pockets of poverty 
eligibility. In reviewing applications from these communities, 
we recognized in our schedules applications that were not 
funded. These applications could either be (1) withdrawn by a 
community before being approved by HUD for funding or (2) judged 
by HUD as not meeting threshold requirements. Also, we listed 
approved applications that were terminated and funds 
deobligated. 

We performed our review in accordance with generally 
accepted government auditing standards with the exception of 
obtaining official agency comments, As requested by your 
office, we waived this requirement. Our audit work was 
conducted between October 1984 and January 1985. 

(380597) 
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