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What GAO Found

Communities that receive Federal Emergency Management Agency (FEMA) disaster assistance are generally
required to cover a portion of recovery costs, known as the nonfederal cost share. Community Development Block
Grant Disaster Recovery (CDBG-DR) and Mitigation (CDBG-MIT) funds, which are administered by the Department
of Housing and Urban Development (HUD), can be used for this purpose.

For disasters occurring from January 2017 through January 2023, grantees budgeted about 7 percent ($3.7 billion)
of the $49.4 billion in CDBG-DR and CDBG-MIT funds to meet FEMA cost-share requirements. In addition, four
grantees allocated another $2 billion that could be used for cost share. However, as of December 2024, grantees
had not yet determined how much of the $2 billion would be used for this purpose.

Different timelines and requirements can make it difficult for grantees to use CDBG-DR or CDBG-MIT funds for
FEMA cost share, according to prior GAO work and seven grantees GAO interviewed:

e Timing of funding availability. CDBG-DR and CDBG-MIT funds have historically become available later than FEMA
funds. This can complicate planning, particularly when projects have already begun.

¢ Income requirements. Grantees generally must use at least 70 percent of CDBG-DR and CDBG-MIT funds to assist
people with low and moderate incomes, a requirement that does not apply to FEMA funds. This can be challenging,
particularly when the benefits of large FEMA-funded infrastructure projects are difficult to isolate for these individuals
alone.

e Wage and labor requirements. Grantees must follow federal wage and labor requirements when using CDBG-DR or
CDBG-MIT funds for construction, including rules on how much and how often workers must be paid. However, these
requirements do not apply to the two FEMA programs for which almost all of the CDBG-DR and CDBG-MIT funds are
used to meet cost-share requirements. As a result, FEMA officials said the agency may not cover the additional costs
these requirements may impose.

Options for addressing these challenges include aligning HUD and FEMA requirements or eliminating the cost-share
requirement altogether. However, these options present trade-offs and may require statutory changes. For example,
eliminating the cost-share requirement completely would require congressional action and could result in FEMA
funding fewer projects.

Implementing prior GAO recommendations on improving the federal disaster recovery framework could also help
address these challenges. In a November 2022 report (GAO-23-104956), GAO recommended that Congress
consider establishing an independent commission to propose reforms to the federal government’s approach to
disaster recovery. GAO also recommended that HUD and FEMA take steps to better manage fragmentation across
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recovery programs. Implementing these recommendations could help alleviate challenges in using CDBG-DR and
CDBG-MIT funds to meet cost-share requirements.

|
Why GAO Did This Study

Natural disasters affect hundreds of U.S. communities each year, and the federal government provides billions of dollars to
supportrecovery efforts. The Stafford Act generally requires communities to contribute up to 25 percent in nonfederal cost share
for assistance provided through FEMA’s Public Assistance and Hazard Mitigation Grant programs.

GAO was asked to review the use of CDBG-DR and CDBG-MIT funds to meet nonfederal cost-share requirements. This report
examines (1) the portion of these funds that grantees have budgeted to meet cost-share requirements and (2) key challenges
selected grantees face in using the funds for this purpose and options to address these challenges.

GAO focused on FEMA programs because they accounted for most of the cost-share funds. GAO collected and analyzed
budget data from 52 of the 55 grantees that received CDBG-DR and CDBG-MIT funds for recovery from disasters that occurred
from January 2017 through January 2023.

GAO reviewed HUD and FEMA documentation and interviewed officials from both agencies. GAO also interviewed seven
grantees. The selected grantees reflected a mix of characteristics, including varying funding amounts, levels of experience with

cost share, and type of grant received (CDBG-DR or CDBG-MIT).
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Letter

September 29, 2025

The Honorable Gary C. Peters

Ranking Member

Committee on Homeland Security and Governmental Affairs
United States Senate

Dear Senator Peters:

Under the Robert T. Stafford Disaster Relief and Emergency Assistance Act (Stafford Act), the federal
government provides financial assistance to disaster-stricken communities for response, recovery, and
resilience following major disasters.” From fiscal years 2015 through 2024, appropriations for disaster
assistance totaled at least $448 billion.2 The Stafford Act generally requires communities to cover a share of

specified disaster-related costs, known as the nonfederal cost share, while federal relief covers the remainder.3

Although the Department of Homeland Security (DHS) is the federal department with primary responsibility for
coordinating disaster response and recovery, the Department of Housing and Urban Development (HUD) is
also involved in disaster recovery. Within DHS, the Federal Emergency Management Agency (FEMA) has lead
responsibility for delivering much of the assistance, operating programs like the Public Assistance program and
the Hazard Mitigation Grant Program (HMGP).4 Both programs generally have a cost-share requirement of 25
percent. Congress also appropriates additional funding to HUD’s Community Development Block Grant
(CDBG) program for disaster recovery (CDBG-DR) and mitigation (CDBG-MIT) through supplemental
appropriations. HUD awards this funding for long-term disaster recovery, mitigation, and other related
purposes under the CDBG program statutory authority.5

Congress appropriated $49.5 billion in CDBG-DR and CDBG-MIT funds to respond to disasters occurring from
January 2017 through January 2023. HUD awarded these funds to 55 state, territorial, and local governments

142 U.S.C. §§ 5121-5207.

2This total includes $312 billion in selected supplemental appropriations to federal agencies for disaster assistance and approximately
$136 billion in annual appropriations to the Disaster Relief Fund for fiscal years 2015 through 2024. It does notinclude other annual
appropriations to federal agencies for disaster assistance. Of the supplemental appropriations, $97 billion was included in s upplemental
appropriations acts enacted primarily in response to the COVID-19 pandemic. Additionally, in December 2024, the Disaster Relief
Supplemental Appropriations Act, 2025, which was passed as part of the American Relief Act, 2025, appropriated approximately $110
billion in supplemental disaster assistance. Pub. L. No. 118-158, div. B, 138 Stat. 1722, 1726—61 (2024).

342 U.S.C.§5193(a); 44 C.F.R. §§ 206.47,206.65, 206.432(c). For purposes of this report, we refer to the nonfederal cost share as
cost share.

4Public Assistance is the largest disasterrecovery grantprogram established underthe Stafford Act, providing funds fordisa ster-related
debris removal, emergency protective measures to protect life and property, and permanent repairs to damaged or destroyed
infrastructure. HMGP is designed to supportcost-effective hazard mitigation measures that substantially reduce the risk of, or increase
resilience to, future damage, hardship, loss, or suffering in areas affected by a major disaster.

542 U.S.C. § 5305.
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(grantees).6 Grantees are allowed to use CDBG-DR and CDBG-MIT funds to fulfill cost-share requirements of
other federal disaster assistance programs, including FEMA’s Public Assistance and HMGP.”

Typically, CDBG-DR and CDBG-MIT funds are allocated later than other forms of federal disaster assistance
and administered over a longer time frame. We have reported on and made recommendations to improve the
coordination among federal disaster assistance programs, including CDBG-DR and FEMA's Public Assistance
and HMGP.8 Further, some stakeholders have questioned whether cost-share requirements burden

communities, potentially making disaster relief inaccessible to those unable to pay.

You asked us to review the use of CDBG-DR and CDBG-MIT funds to satisfy cost-share requirements for
other sources of federal disaster assistance. Further, the American Relief Act, 2025 provided GAO
supplemental funds to audit issues related to presidentially declared major disasters that occurred in 2023 and
2024 .2 This report examines (1) the portion of CDBG-DR and CDBG-MIT funds allocated to grantees for
disasters from January 2017 through January 2023 that has been budgeted to meet cost-share requirements
and (2) key challenges, if any, selected grantees faced in using these funds to meet cost-share requirements
and options to address them.

For our first objective, because HUD does not require grantees to report data on the portion of CDBG-DR and
CDBG-MIT funds budgeted or expended for cost-share requirements, we requested these data from all 55
grantees that administered the $49.5 billion appropriated for disasters occurring from January 2017 through
January 2023.10 Specifically, we collected and analyzed data from 52 grantees on 100 of the 104 CDBG-DR
and CDBG-MIT grants to calculate the portion of funds grantees budgeted and expended to meet cost-share
requirements, as of December 2024.11

To assess the reliability of the grantee data, we obtained information from grantees on the source of the data
and system edit checks or controls in place to help ensure the data were entered accurately. We found these
data to be sufficiently reliable to report on the portion of CDBG-DR and CDBG-MIT funds budgeted and

60n Dec. 21, 2024, the Disaster Relief Supplemental Appropriations Act, 2025 made available an additional $12.1 billion in CDBG-DR
funds for major disasters that occurred in 2023 or 2024. On Jan. 16, 2025, HUD published a Federal Register notice allocating these
funds to eligible communities, which had 90 days from thatdate to develop an action plan outlining how they planned to use the funds.
These funds are notincluded in the $49.5 billion because, at the time of our analysis, eligible communities had not yet developed such
plans.However,we do include three CDBG-DR grants totaling about $138 million that were allocated to three states for recovery from
majordisastersin 2023. HUD used remaining funds from the Disaster Relief Supplemental Appropriations Act, 2023, passed on Dec.
29,2022, to make these three grants. Pub. L. No. 117-328, div. N, tit. X, 136 Stat. 4459, 5224 (2022). This act provided $3 billion in
CDBG-DR funds to major disasters that occurred in 2022 or later, until such funds were fully allocated.

7Other federal agencies administer programs with a cost-share requirement that CDBG-DR and CDBG-MIT funds may be used to
meet, including those administered by the U.S. Army Corps of Engineers, the Environmental Protection Agency, and the Federal
Highway Administration.

8GAO, Disaster Recovery: Actions Needed to Improve the Federal Approach, GAO-23-104956 (Washington, D.C.: Nov. 15, 2022).
9Pub. L. No. 118-158, 138 Stat. 1722, 1754 (2024).

10The January 2023 disasters were the mostrecent forwhich CDBG-DR and CDBG-MIT funds had been appropriated when we began
our review. The funds appropriated for disasters that occurred from January 2017 through January 2023 accounted for about 50
percent of all CDBG-DR and CDBG-MIT funds appropriated for disasters through January 2023.

11We excluded two grants because one grantee did not have an approved action plan and the other was transitioning its grant to
another state agency. A third grantee, which administered two grants, did not respond to our data request.
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expended to meet cost-share requirements. We also found the data sufficiently reliable to identify the key
federal programs for which these funds were budgeted to meet cost-share requirements.

For our second objective, we focused on FEMA'’s Public Assistance and HMGP because we determined that
these were the primary programs for which grantees budgeted funds for cost-share requirements. We
reviewed relevant laws and HUD and FEMA documentation. For example, we reviewed the Federal Register
notices allocating the CDBG-DR and CDBG-MIT funds for the January 2017—January 2023 disasters and
guidance on the Public Assistance and HMGP cost-share requirements. In addition, we reviewed our prior
reports and reports from the HUD Office of Inspector General (OlG) and others on challenges HUD and
grantees have faced in administering CDBG-DR and CDBG-MIT funds and on the overall federal approach to
disaster recovery.12

We also interviewed officials from HUD, FEMA, and a nongeneralizable sample of seven grantees—California,
Georgia, Louisiana, Mississippi, Nebraska, Puerto Rico, and West Virginia—as well as state emergency
management agencies in these states. These grantees were selected to represent a mix of grant sizes, types
(CDBG-DR or CDBG-MIT), and geographic locations. Appendix | describes our objectives, scope, and
methodology in greater detail.

We conducted this performance audit from May 2024 to September 2025 in accordance with generally
accepted government auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background

Federal Role in Disaster Recovery

Natural disasters affect hundreds of U.S. communities each year. The Stafford Act establishes the process for
states, territories, and Tribes to request a presidential major disaster declaration.3 If approved, this declaration
triggers a variety of federal response and recovery programs for government and nongovernmental entities,
households, and individuals.4 State and local officials are responsible for disaster response and recovery

12See, forexample, GAO, Disaster Recovery: Better Monitoring of Block Grant Funds Is Needed, GAO-19-232 (Washington, D.C.: Mar.
25,2019); GAO-23-104956; Departmentof Housing and Urban Development, Office of Inspector General, Opportunities Exist for CPD
to Improve Collection of Disaster Recovery Grantee Data for Non-Federal Match Activities, 2025-FW-0801 (Fort Worth, TX: Feb. 28,
2025); and Department of Housing and Urban Development, Office of Policy Development and Research, Housing Recovery and
CDBG-DR: A Review of the Timing and Factors Associated with Housing Activities in HUD's Community Development Block Grant for
Disaster Recovery Program (Washington, D.C.: April 2019).

13The Stafford Act also authorizes the Presidentto declare an emergency forany occasion or instance when the President determines
federal assistance is needed. Emergency declarations supplement state, local, and tribal government efforts to provide emergency
services, such as the protection of lives, property, public health, and safety, or to lessen or avert the threat of a catastrophe in any part
of the United States.

1442 U.S.C. §§ 5170,5191. Disaster response activities focus on short- and medium-term priorities like saving lives, protecting property
and the environment, and providing for basichuman needs after a disaster. Disaster recovery activities, on the other ha nd, encompass
a range of short- and long-term efforts that contribute to rebuilding resilient communities equipped with the physical, social, cultural,
economic, and natural infrastructure required to meet future needs.
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activities, but the President may declare a disaster after the governor of a state requests a disaster declaration
based on the finding that the severity of the damage is beyond the combined capabilities of state and local
governments. This declaration is the key mechanism by which the federal government becomes involved in
funding and coordinating response and recovery activities.

At least 30 federal agencies administer disaster assistance programs and activities. DHS is the federal
department with primary responsibility for coordinating disaster response and recovery. Within DHS, FEMA
has lead responsibility. Other federal agencies, including HUD, also play roles in disaster recovery activities. In
February 2025, we added “Improving the Delivery of Federal Disaster Assistance” to our High-Risk List, noting
the large-scale fragmentation across federal disaster assistance programs.15

FEMA Recovery Programs

FEMA operates disaster recovery programs, including Public Assistance and HMGP, for state, territorial, tribal,
and local governments and certain nonprofit organizations (FEMA recipients) affected by disasters. Both
programs are established under the Stafford Act and funded through FEMA's Disaster Relief Fund.'é
Generally, FEMA recipients must pay a share of the costs—known as the nonfederal cost share—under both
programs.

Public Assistance. Public Assistance is the largest disaster recovery grant program established under the
Stafford Act. It is available to eligible applicants in areas affected by a major disaster for which such assistance
has been approved.'” There is no predetermined limit to the amount of Public Assistance a community can
receive. The program reimburses FEMA recipients for the cost of disaster-related debris removal, emergency
measures to protect life and property, and permanent repair work for damaged or destroyed infrastructure.
Permanent repair work includes projects such as restoration and repair of roads, bridges, water control
facilities, buildings, equipment, utilities, and parks and recreational facilities. FEMA recipients may also apply
for funding for hazard mitigation measures in conjunction with permanent work projects.@

15GAO, High-Risk Series: Heightened Attention Could Save Billions More and Improve Government Efficiency and Effectiveness,
GAO0-25-107743 (Washington, D.C.: Feb. 25, 2025).

16The Disaster Relief Fund is the primary source of federal disaster assistance for state and local governments following a declared
disaster. This fund is appropriated annually, allowing FEMA to fund, direct, coordinate, and manage response and recovery efforts
associated with domestic disasters and emergencies. The appropriated funds usually do notexpire at the end of a given fiscal year and
remain available until expended, and Congress can provide supplemental appropriations to ensure sufficient resources for large or
severe disasters.

17Public Assistance is also made available in response to emergency declarations. Under the Stafford Act, an emergency occurs w hen,
in the President's determination,federal assistance is needed to supplementstate and local efforts and capabilities to save lives and to
protect property and public health and safety, or to lessen or avert the threat of a catastrophe in any part of the United States. 42 U.S.C.
§ 5122(1). The Presidentmay declare an emergency exists after the governor of a state requests an emergency declaration. 42 U.S.C.
§ 5191(a).

18FEMA may provide Public Assistance for cost-effective hazard mitigation measures forfacilities damaged by a disaster. To be eligible
forPublic Assistance funding, the mitigation measures mustdirectly reduce the potential for future damage to the damaged portions of
the facility. State and local governments may receive an increased federal costshare if they implementcertain hazard mitiga tion-related
measures.
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The nonfederal cost share for Public Assistance is generally 25 percent but has, in some cases, been reduced
to 10 percent or waived entirely.19

Hazard Mitigation Grant Program. HMGP is designed to support cost-effective hazard mitigation measures
that substantially reduce the risk of, or increase resilience to, future damage, hardship, loss, or suffering in any
area affected by a major disaster.2° It funds a wide range of hazard mitigation projects, generally executed by
state, tribal, or local governments. Examples include acquiring existing properties to limit future development in
flood-prone areas and adding shutters to windows for wind protection.

HMGP funds can be awarded to states, territories, or Tribes with a major disaster declaration, which can then
allocate the funds to any eligible hazard mitigation activity within their jurisdictional boundaries. HMGP
generally has a nonfederal cost share of 25 percent.2!

FEMA also operates disaster recovery programs that are not authorized under the Stafford Act, such as the
Flood Mitigation Assistance Swift Current program. This program provides grants to mitigate buildings insured
through the National Flood Insurance Program after a major disaster declaration following a flood-related
event, with the goal of reducing future flood damage risk.22

HUD Recovery Programs

HUD’s Community Development Block Grant was established in 1974 with the stated goal of developing viable
urban communities by providing decent housing and expanding economic opportunities, principally for low- and
moderate-income persons.23 Since 1992, Congress has passed several dozen supplemental appropriations for
CDBG after disasters, which have provided the funding for CDBG-DR. In 2018 and 2019, HUD received
CDBG-DR appropriations that specifically included funding for disaster mitigation, which became CDBG-MIT.
After supplemental appropriations are made, HUD issues a notice in the Federal Register announcing
allocations to eligible grantees.

Grantees develop action plans that outline activities to be funded with the CDBG-DR and CDBG-MIT funds,
which HUD must approve before grantees can access the funds. Grantees may use these funds to satisfy the

1942 U.S.C. §§ 5170b(b),5172(b)(1),and 5173(d) establish the minimum federal cost share for essential assistance, permanent work,
and debris removal under the Public Assistance program. 44 C.F.R. § 206.47(b) recommends the President increase the maximum
federal share to 90 percent when certain thresholds are met, and 44 C.F.R. § 206.47(d) recommends a federal cost share of up to 100
percent for emergency work and debris removal when warranted by the needs of the disaster for a limited period in the initial days of
the disaster irrespective of the per capita impact.

2042 U.S.C. § 5170c.
2142 U.S.C. § 5170c(a); 44 C.F.R. § 206.432(c).

22The National Flood Insurance Program is intended to protect homeowners from flood losses, minimize the exposure of properties to
flood damage, and alleviate taxpayers’ exposure to flood loss by offering federal flood insurance.

23The Housing and Community Development Act of 1974 authorized the CDBG program. See 42 U.S.C. § 5301.
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cost-share requirements of disaster assistance programs when the funds are used for eligible CDBG-DR
activities.24

Community Development Block Grant Disaster Recovery. CDBG-DR provides grants to help communities
with unmet needs after a disaster, especially in low- and moderate-income areas. Grantees may use their
CDBG-DR grants to address a wide range of unmet recovery needs related to housing, infrastructure, and
economic revitalization.2s Eligible activities include acquisition of damaged properties, rehabilitation and
reconstruction of damaged homes, rehabilitation of public facilities and infrastructure such as neighborhood
centers and roads, and certain public service activities.

Community Development Block Grant Mitigation. After enactment of the Further Additional Supplemental
Appropriations for Disaster Relief Requirements Act, 2018, HUD allocated $15.9 billion in CDBG funds
specifically for mitigation activities related to qualifying disasters in 2015, 2016, and 2017, establishing CDBG-
MIT.26 According to HUD, CDBG-MIT grants provide eligible grantees the opportunity to implement strategic,
high-impact activities to mitigate disaster risks and reduce future losses in areas affected by recent disasters.
These projects aim to reduce the risk of damage to community services that benefit human health, safety, or
economic security during natural disasters.2” According to HUD, CDBG-MIT activities should align with other
federal hazard mitigation programs, with a goal of maximizing impact through coordination with other federal
resources and private-public partnerships.

CDBG-DR and CDBG-MIT Requirements

Because CDBG-DR and CDBG-MIT funds are provided under the basic framework of HUD’s conventional
CDBG program, they are subject to this program’s statutory and regulatory requirements. They are also
subject to any disaster-specific requirements or waivers established by HUD through Federal Register notices.

For example:

Low- and moderate-income requirement. The Housing and Community Development Act, which established
the CDBG program, requires that at least 70 percent of grant funds be expended on activities that benefit

243ection 105(a)(9) of title | of the Housing and Community Development Act of 1974, codified at42 U.S.C. § 5305(a)(9), authorizes
use of CDBG funds for “payment of the non-Federal share required in connection with a Federal grant-in-aid program undertaken as
part of activities assisted” under title | of the act.

25Generally, according to Federal Register notices allocating CDBG-DR funds, HUD considers several factors when making the
allocations to communities, including the extent of damage to homes and businesses, as well as contributions from insurance, FEMA
grants, and Small Business Administration loans. This information helps HUD estimate unmet needs—that is, losses not covered by
insurance or other forms of assistance.

26|n the supplemental appropriation, Congress required that no less than $12 billion be allocated for mitigation activities. Pub. L. No.
115-123, 132 Stat. 63, 103-06 (2018). The Additional Supplemental Appropriations for Disaster Relief Act, 2019 appropriated $2.4
billionin CDBG-DR funds for majordisasters that occurredin 2017-2019. Any remaining funds, afteraddressing unmetdisaster needs,
mustbe awarded for mitigation activities resulting from a major disaster that occurred in 2018. Pub. L. No. 116-20, 133 Stat. 871, 896—
99 (2019). On Jan. 6, 2021, HUD awarded about $186.8 million in CDBG-MIT funds for 2018 disasters.

27For CDBG-MIT grants, mitigation activities are defined as those that increase resilience to disasters and reduce or eliminate the long -
term risk of loss of life, injury, damage to and loss of property, and suffering and hardship by lessening the impact of future disasters.
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individuals with low and moderate incomes.2¢ HUD generally does not use the waiver and alternative
requirement authority provided by the appropriations language to alter this requirement for CDBG-DR and
CDBG-MIT funds.2®

Federal labor standards requirements. CDBG-DR and CDBG-MIT funds are subject to federal labor
standards for construction work. For example, HUD-assisted construction projects are subject to prevailing
wage requirements established in the Davis-Bacon and Related Acts.30 Federal regulations also require that
these construction contracts include labor standards clauses and wage determinations, and that contractors
maintain payroll and basic records for all laborers and mechanics.31

Environmental reviews. The National Environmental Policy Act of 1969 and other related federal
environmental laws require federal agencies, including FEMA and HUD, to conduct environmental reviews for
all federally assisted construction projects.32 This process is to ensure that proposed projects do not negatively
affect the surrounding environment and that the property site will not have adverse environmental or health
effects on end users.

28The Housing and Community Development Act of 1974, as amended, requires that each activity funded—except for program
administration and planning—meetone of three national objectives: (1) benefitindividuals with low and moderate incomes, (2) aid in the
prevention orelimination of slums orblight, or (3) meet a need having a particular urgency. 42 U.S.C. §§ 5301(c), 5304(b)(3), 5305(c);
24 C.F.R. §570.208.

29Unless the supplemental appropriation includes low- and moderate-income requirements, HUD has the flexibility to retain this
requirement or reduce it through an alternative requirement or waiver outlined in a Federal Register notice governing CDBG-DR or
CDBG-MIT funds.

30The Davis-Bacon Act requires the payment of locally prevailing wages and fringe benefits on federal contracts for construction. 40
U.S.C. §§ 3141-3148. In addition to the Davis-Bacon Act itself, other federal laws that authorize federal assistance for construction
through grants, loans, and other methods and apply Davis-Bacon labor standards to federally assisted construction are Davis-Bacon
“Related Acts.” The Housing and Community Development Act of 1974 is a “Related Act.” See 42 U.S.C. § 5310.

3129 C.F.R. § 5.5(a)(1)(i). Key information that contractors are required to documentincludes the name, address, and Social Security
number of each worker; the hourly rates of wages paid (including rates of contributions or costs anticipated forbonafide f ringe benefits
or cash equivalents); the daily and weekly number of hours worked; the deductions taken out of gross wages; the actual wages paid;
and a statement of compliance, which serves as a certification. 29 C.F.R. § 5.5(a)(3)(i)(B).

32See 42 U.S.C. § 4332. According to HUD, an environmental review is the process of reviewing a project and its potential
environmental impacts to determine whether it meets federal, state, and local environmental standards.
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Grantees Have Budgeted About 7 Percent of CDBG-DR and CDBG-
MIT Funds for FEMA Cost-Share Requirements

According to grantee data we collected as of December 2024, about 7 percent of the CDBG-DR and CDBG-
MIT funds allocated for disasters occurring from January 2017 through January 2023 were budgeted to meet
the cost-share requirements of FEMA disaster assistance programs.33

We collected these data from grantees because HUD does not track these data. The HUD OIG found that
HUD recommends but does not require that grantees report data to HUD on their use of CDBG-DR to meet
cost-share requirements, creating a risk of incomplete or inaccurate reporting.3+ The HUD OIG recommended

that HUD require grantees to report these data.35

As of December 2024, 18 of the 52 grantees had budgeted about $3.7 billion (or 7 percent) of the $49.4 billion
in CDBG-DR and CDBG-MIT funds allocated for the disasters in our review to meet FEMA cost-share
requirements (see fig. 1).36 The funds budgeted for cost-share requirements ranged widely, from less than 1
percent to 31 percent of each grantee’s total grant allocation.3”

33We defined “budgeted” as the amountof CDBG-DR or CDBG-MIT funds grantees planned to use to meetcost-share requirements of
other federal disaster assistance programs. As of December 2024, grantees had expended about 8 percent, or about $289 million, of
the CDBG-DR and CDBG-MIT funds budgeted to meet FEMA cost-share requirements. We defined “expended” as the amountof funds
grantees disbursed to meetcost-share requirements. Grantees had budgeted an additional $31 million in CDBG-DR funds to meet the
cost-share requirements of the Economic Development Administration’s Economic Adjustment Assistance program, the Federal
Highway Administration’s Emergency Relief Program, and the U.S. Army Corps of Engineers’ Flood Damage Reduction Projects.
Grantees reported expending about $15 million of the $31 million. We also inquired about administrative costs associated with using
CDBG-DR and CDBG-MIT funds for cost-share requirements, but grantees did not consistently track these costs.

34The HUD OIG review focused on CDBG-DR grants, but HUD officials told us the agency also does not track these data for CDBG-
MIT grants. See Department of Housing and Urban Development, Office of Inspector General, 2025-FW-0801.

35In its response, HUD stated that it agreed with the spirit of the OIG recommendation butnoted that there is no regulatory requirement
for grantees to use a specific format to report whether funds are used for cost share. HUD also stated that tracking these data is not
practical due to the limited capacity of the reporting system it uses for CDBG-DR and CDBG-MIT funds, which has a backlog of
maintenance and development work orders. However, HUD said it was willing to explore ways to enhance its oversight of eligible
activities, including those involving cost-share funds. In response, the OIG stated that collecting and analyzing these data could help
HUD make data-driven decisions asit evaluatesrisk in its disaster recovery portfolio and determines the leve | of oversight necessary to
mitigate these risks.

36\We requested data for 104 CDBG-DR and CDBG-MIT grants totaling $49.5 billion from the 55 grantees that received these grants to
supportrecovery from disasters occurring January 2017 through January 2023. We excluded two grants totaling $65.4 million from our
analysis—one because the grantee did not yet have an approved action plan, and the other because the grant was being transitioned
to another state agency. Also, one grantee with two grants totaling $50.6 million did not respond to our request for data on funds
budgeted and expended for cost-share requirements. As a result, our analysis covers $49.4 billion in grants awarded to 52 grantees.

37Some grantees had more than one grant thatincluded an activity allowing use of CDBG-DR or CDBG-MIT funds to meet cost-share
requirements. In addition, some grants included multiple such activities. Grantees could be included in both categories.
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Figure 1: CDBG-DR and CDBG-MIT Funds Budgeted for FEMA Cost-Share Requirements for January 2017-January 2023

Disasters, as of December 2024

Budgeted for
cost-share requirements $3.7 billion

e—— Allocated for potential
cost-share use, amount
not yet determined $2.0 billion

Not budgeted for
cost-share requirements $43.6 billion

Total: $49.4 billion

CDBG-DR = Community Development Block Grant Disaster Recovery
CDBG-MIT = Community Development Block Grant Mitigation
FEMA = Federal Emergency Management Agency

Source: GAO analysis of grantee budget data. | GAO-25-107603

Accessible Data for Figure 1: CDBG-DR and CDBG-MIT Funds Budgeted for FEMA Cost-Share Requirements for January
2017-January 2023 Disasters, as of December 2024

Category Amount Percentage of Total
Budgeted for Cost-share requirements $3.7 billion 7%

Allocated for potential Cost-share use, amountnot  $2.0 billion 4%

yet determined

Not Budgeted for Cost-share use $43.6 billion 88%

Total $49.4 billion

Notes: Amounts do not sum because of rounding. The Department of Housing and Urban Development awarded 104 CDBG -DRand CDBG-MIT grants
to 55 grantees for recovery from January 2017—January 2023 disasters. We excluded two grants totaling $65.4 million—one did not have an approved
action plan, and the otherwas being transferred to another state agency. One additional grantee, with two grants totaling $5 0.6 million, did not respond
to our datarequest. As aresult, the $49.4 billion reflects grants awarded to 52 grantees. In addition, the $3.7 billion excludes $31 million in CDBG-DR
funds budgeted to meet the cost share of non-FEMA programs.

The $3.7 billion in CDBG-DR and CDBG-MIT funds that grantees had budgeted for cost-share requirements as
of December 2024 could change over the course of the grants’ periods of performance.38 Grantees can revise
budgets to address shifting unmet needs. For example, one grantee originally allocated $43.7 million to a cost-
share activity but later reallocated $10 million to a non-cost-share activity. As discussed later, grantees
sometimes experience challenges using these funds for cost-share purposes, and some reallocate funds to
other non-cost-share activities. Of the 52 grantees in our analysis, 15 told us they had amended or canceled
activities.

38A period of performance is the time frame in which a grantee is expected to complete grant activities and incur and expend ap proved
funds.
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In addition to the $3.7 billion, four grantees allocated about $2 billion to 12 activities that included a cost-share
component but had not, as of December 2024, determined how much of these funds would be used for that

purpose. These activity allocations ranged from about $522,000 to $1.2 billion.

These four grantees told us the 12 activities had either not yet started or were still in the project selection
phase. As a result, grantees had not determined how many projects would use CDBG-DR or CDBG-MIT funds
to meet cost-share requirements. Because grantees had not yet determined how much of the $2 billion
allocated to these activities would be used for cost share, the total portion of the $49.4 billion that may
ultimately support cost-share requirements could exceed the $3.7 billion grantees budgeted for this purpose as
of December 2024.

Of the $3.7 billion budgeted for cost-share requirements, 70 percent ($2.6 billion) were CDBG-DR funds and
30 percent ($1.1 billion) were CDBG-MIT funds. Most of the CDBG-DR funds were budgeted to meet the cost-
share requirements of the Public Assistance program, and nearly all of the CDBG-MIT funds were budgeted to

meet the cost-share requirements for HMGP (see table 1).
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Table 1: CDBG-DR and CDBG-MIT Funds Budgeted for FEMA Cost-Share Requirements for January 2017-January 2023
Disasters, as of December 2024

Dollars in millions

FEMA CDBG- CDBG- CDBG- CDBG- CDBG- CDBG- CDBG- CDBG- Aggregate Aggregate
disaster DR: DR: DR: DR: MIT: MIT: MIT: MIT: total of total of
assistance Amount Percent Amount Percent Amount Percent Amount Percent CDBG-DR CDBG-DR
program  budgeted budgeted expended of budgeted budgeted expended of and and
budgeted budgeted CDBG- CDBG-
funds funds MIT MIT
expended expended funds: funds:
Total Total

amount amount
budgeted expended

FEMA $2,1975 84.7% $271.8 12.4% $0.4 0.0%a $0.1 15.7% $2,197.9 $271.8
Public

Assistance

program

FEMA $3914 15.1% $12.3 3.2% $1,103.0 100% $4.8 0.4% $1,4945 $171
Hazard

Mitigation

Grant

Program

Other $5.2 0.2% $0.3 6.5% $0.9 0.0%a $0.0 0.0% $5.3 $0.3
FEMA
programsb

AllFEMA  $2,594.1 100.0% $284.4 11.0%c $1,103.5 100.0% $4.8 0.4%c $3,697.6 $289.3
programs

Legend: CDBG-DR=Community Development Block Grant Disaster Recovery; CDBG-MIT = Community Development Block Grant Mitigation; FEMA =
Federal Emergency Management Agency
Source: GAO analysis of grantees' CDBG-DR and CDBG-MIT budget and expenditure data. | GAO-25-107603

Notes: Totals may not sum because of rounding. The table excludes an additional $31 millionin CDBG -DR funds grantees budgeted to meet the cost-
share requirements of the Economic Development Ad ministration’s Economic Adjustment Assistance program, the Federal Highway Administration’s
Emergency Relief Program, and the U.S. Army Corps of Engineers’ Flood Damage Reduction Projects.

¥The percent budgeted is less than 0.1 percent.

®Other FEMA programs are the Flood Mitigation Assistance grant program (including the Swift Current program), Building Resilie nt Infrastructure and
Communities Program, and Pre-Disaster Mitigation Grant Program.

“The “Percent of budgeted funds expended” inthe “All FEMA programs”row isnot a sumofthe percentages in the rows above because it is the total
expended funds divided by the total budgeted funds.

Of the CDBG-DR funds budgeted for cost-share requirements of FEMA programs, grantees budgeted 85
percent, or $2.2 billion, for Public Assistance projects. This is likely because both CDBG-DR and Public
Assistance funds aim to address disaster-related damage.

For example, Puerto Rico is using CDBG-DR funds for a Public Assistance project to repair the San Juan
Central Generation Station. According to officials, the station supplies 400 megawatts to the island’s electrical
grid. The project includes major repairs to two of the station’s units (see fig. 2). The estimated project cost is
$75 million, with an estimated amount of $7.5 million in CDBG-DR funds budgeted to meet the cost-share
requirement. According to the grantee, the project will increase efficiency, reliability, and capacity and reduce
the risk of forced outages.
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Figure 2: FEMA Public Assistance Project Using CDBG-DR Funds for the Cost-Share Requirement: San Juan Central
Generation Station

Repairs to this generation station unit include replacing the cooling tower and adding new
high-pressure pumps.

CDBG-DR = Community Development Block Grant Disaster Recovery
FEMA = Federal Emergency Management Agency

Source: GAO. | GA0-25-107603

Nearly all the CDBG-MIT funds (about $1.1 billion) budgeted for the cost-share requirements of FEMA
programs were budgeted for HMGP projects. This is likely because both funding sources are intended to
mitigate disaster risks and HMGP has a 25 percent cost-share requirement, which can be challenging for some

states and local governments to fund from available resources.

For example, Louisiana is using CDBG-MIT funds for an HMGP project to upgrade the Conway Bayou Pump
Station (see fig. 3). The project involves installing two new pumps on a new platform to expand the intake
basin and direct water along the natural flow of the Bayou Conway, a flood-prone area. This upgrade is
expected to reduce flooding and related damage to nearby homes. The project’s estimated cost is $7.2 million,
with $6.4 million in CDBG-MIT funds budgeted to meet the cost-share requirement.3?

39Under FEMA's traditional approach, cost-share requirements are applied at the project level. However, HMGP recipients can elect to
use the global match option, which allows nonfederal funds to be applied toward the cost share at the grant level rather than the project
level, as discussed later in this report. The Louisiana HMGP recipient elected to use the global match option, resulting in a higher
portion of CDBG-MIT funds being used for this project than the standard 25 percent requirement.
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Figure 3: FEMA Hazard Mitigation Grant Program Project Using CDBG-MIT Funds for the Cost-Share Requirement: Conway
Bayou Pump Station
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Project will add two pumps similar to the existing pumps (pictured) at the Conway Bayou Pump Station.

CDBG-MIT = Community Development Block Grant Mitigation
FEMA = Federal Emergency Management Agency

Source: GAO. | GAO-25-107603
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Varying Program Requirements Can Create Challenges for Grantees;
Options, Including Broader Reform Efforts, Exist to Address Them

Timing differences in the availability of HUD and FEMA funds can make it difficult for grantees to plan for and
meet certain HUD requirements when using CDBG-DR or CDBG-MIT funds for FEMA cost share. In addition,
according to HUD and selected grantees we interviewed, navigating these requirements is burdensome,
particularly given limited state and local capacity. Options exist to address these challenges, but each involves
trade-offs or limitations. Implementing our prior recommendations on improving the federal disaster recovery
framework could also help address these challenges.

Challenges Include Differing HUD and FEMA Timelines

According to our prior work, CDBG-DR and CDBG-MIT funds can take months and even years to become
available to grantees, and funding availability can lag behind FEMA programs. In our November 2022 report on
the federal approach to disaster recovery, we found that CDBG-DR and CDBG-MIT funding was less
predictable than FEMA’s Public Assistance and HMGP funding.4> We also found that CDBG-DR and CDBG-
MIT funding had historically become available later. Specifically, a presidential disaster declaration activates
the process for providing funding for these FEMA programs.41 In contrast, CDBG-DR and CDBG-MIT have
been funded through supplemental appropriations, which require both presidential and congressional action
before HUD can allocate funds to states and localities.

In our March 2019 report on CDBG-DR funds for 2017 disasters, we found delays between key steps in the
process.42 There can be a significant lag (1) between when a disaster occurs and when CDBG-DR funds are
appropriated and (2) between when funds are appropriated and when HUD allocates them through Federal
Register notices.

Our current review of selected CDBG-DR and CDBG-MIT grants that budgeted funds to meet cost-share
requirements showed that the time between the disaster declaration and congressional appropriation ranged

40GA0-23-104956.

41Public Assistance and HMGP are funded through FEMA'’s Disaster Relief Fund. This fund is the primary source of federal disaster
assistance for state and local governments following a declared disaster. This fund is appropriated annually, allowing FEMA to fund,
direct, coordinate,and manage response and recovery efforts associated with domestic disasters and emergencies. The appropriated
funds usually do not expire at the end of a given fiscal year and remain available until expended, and Congress can provide
supplemental appropriations to ensure sufficient resources for large or severe disasters.

42GAO-19-232.
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from more than 2 months to almost 2 years (see fig. 4).43 The time between appropriation and HUD allocation
ranged from more than 4 months to more than 3 years.

Figure 4: Funding Timelines for Selected CDBG-DR and CDBG-MIT Grants

Year

CDBG;DR 2016 2017 2018 2019 2020 2021 2022
grants Grantee

Puerto Rico®

2017 Puerto Rico®

California

2018 California

2019 Nebraska

California

2020 Louisiana

Mississippi
CDBG-MIT
grants Grantee
Louisiana
West Virginia
2015-2017
California
Puerto Rico

-- Months between disaster declaration date (O) and appropriations date (.)
-- Months between appropriations date (@) and date of Federal Register notice allocating initial grant (JJij)

CDBG-DR = Community Development Block Grant Disaster Recovery
CDBG-MIT = Community Development Block Grant Mitigation

Source: GAO analysis of Department of Housing and Urban Development and Federal Emergency Management Agency documentation. | GAO-25-107603

Notes: We use (+) to add more specificity to the time frames. For example, “5+” indicates that the time frame is more than 5 months but less than 6
months. California, Louisiana, and Puerto Rico received grants associated with more than one disasterdeclaration. To illustrate the funding timeline for
these grants, we used the date of the firstrelated disaster declaration. In addition, some selected grantees received more than one grant for a single
disasterdeclaration; only one grant perdisaster is shownin thisfigure. The above timelines are based on the effective dates of the disasterdeclarations
and other notices.

@Hurricane Irma made landfall on Sept 6, 2017, Congress appropriated funds for recovery on Sept. 8, 2017, and the President declared it a major
disaster on Sept. 10, 2017. This CDBG-DR grant was to address unmet needs related to housing, infrastructure, and economic revitalization.

®This CDBG-DR grant was to address unmet needs related to repairing and improving Puerto Rico’s electrical power systems.

Consistent with our prior work, officials from HUD, all seven grantees, and six of the seven state emergency
management agencies we met with cited the differing timelines for when HUD and FEMA funding becomes

43We excluded one Puerto Rico grant from the range because the appropriation occurred before the disaster declaration. Hurricane
Irma made landfall on Sept. 6, 2017. Congress appropriated recovery funds on Sept. 8, 2017, and the President declared ita m ajor
disaster on Sept. 10, 2017. Our analysis focused on eight CDBG-DR and four CDBG-MIT grants for which all but one of the seven
grantees we interviewed plan to use CDBG-DR or CDBG-MIT funds to meet cost-share requirements. We did not include the Georgia
grant because the grantee decided to cancel its cost-share activity. California, Louisiana, and Puerto Rico received grants associated
with more than one disaster declaration. To illustrate the funding timeline for these grants, we used the date of the first related disaster
declaration. In addition, some selected grantees received more than one grant for a single disaster declaration; these additional grants
are notincluded in this analysis.
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available as a major challenge when using CDBG-DR and CDBG-MIT funds to meet FEMA cost-share
requirements.

In addition, officials from six of the seven grantees and six of the seven state emergency management
agencies we met with said that differing periods of performance for the HUD and FEMA funding complicate
planning for cost-share use. Unless Congress or HUD approves an extension, HUD generally requires
grantees to expend CDBG-DR funds within 6 years of receipt and CDBG-MIT funds within 12 years.44

Grantees can typically use CDBG-DR and CDBG-MIT funds for the cost-share portion only after the FEMA-
funded project is nearly complete and FEMA has paid its federal share. FEMA regulations allow recipients up
to 4 years following a disaster declaration to complete Public Assistance permanent work projects and up to 6
years to expend HMGP funds, depending on the circumstances at hand. However, FEMA can administratively
extend these periods. For example, according to FEMA, as of February 2025, the agency was managing over
600 open major disaster declarations—some dating back nearly 20 years.

As a result, aligning time frames for large infrastructure projects can be difficult, according to two grantees.
One noted that FEMA projects for which it had budgeted CDBG-DR funds had 10-year implementation periods,
compared with the 6-year CDBG-DR deadline. The other said that an HMGP project’s design phase, including
the environmental review, could take several years, potentially delaying construction beyond the CDBG-DR or
CDBG-MIT performance period.

Differing HUD and FEMA Program Requirements Can Also Create Challenges

Officials from HUD, all seven grantees, and six of the seven state emergency management agencies we
interviewed said it is challenging to meet program requirements when combining HUD and FEMA funds.
Virtually all of these officials noted that combining these funds is challenging because HUD has requirements
that FEMA does not. (These HUD requirements are statutorily imposed by the Housing and Community
Development Act and CDBG-DR congressional appropriations.) Specifically, officials cited HUD’s income,
wage and labor, or environmental review requirements as challenging to meet when using CDBG-DR or
CDBG-MIT funds for FEMA cost share. All but one grantee and one state emergency agency also noted that
limited staff or program expertise further complicate compliance.

44The periods of performance for CDBG-DR and CDBG-MIT grants can be extended statutorily or administratively. For example, in
December 2022, the Transportation, Housing and Urban Development, and Related Agencies Appropriations Act, 2023 required that
CDBG-DR grant obligations made before Sept. 30,2017 —from funds made available for Hurricane Sandy and other 2013 disasters—
remain available until expended. Pub. L. No. 117-328, div. L, § 420(a), 136 Stat. 4459, 5187 (2022). As a result, in July 2023, HUD
extended the performance period’s end date for these funds to Sept. 30, 2029. Waivers and Alternative Requirements for Community
DevelopmentBlock Grant Disaster Recovery (CDBG-DR) and Community Development Block Grant Mitigation (CDBG-MIT) Grantees,
88 Fed. Reg. 44816 (July 13, 2023). HUD also has previously granted administrative extensions for other CDBG-DR grants.
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Income Requirements

Generally, grantees must use at least 70 percent of their total CDBG-DR and CDBG-MIT funds to assist
individuals with low and moderate incomes, a requirement that does not apply to FEMA funds.45 One way that
HUD defines an activity to principally benefit individuals with low and moderate incomes is if at least 51 percent
of the population of the community or project beneficiaries are considered to have low and moderate
incomes.46 According to six of the seven grantees and five of the seven state emergency management
agencies, this definition can be challenging to meet for large infrastructure projects because it is difficult to
isolate the benefits specifically to individuals with low and moderate incomes.

In a January 2025 Federal Register notice—intended to standardize CDBG-DR requirements—HUD noted that
large infrastructure projects may benefit many individuals with low and moderate incomes even if they do not
meet the 51 percent threshold.4” The notice stated that when a project serves a large area, the proportion of
individuals with low and moderate incomes may fall below the required threshold. To address this
circumstance, it introduced flexibilities to help newer grantees meet the requirement for such projects.48 The
notice does not apply to the $49.5 billion in CDBG-DR and CDBG-MIT funds awarded for the disasters in our
review period. However, it states that grantees not subject to the notice may ask HUD to approve an
alternative requirement that incorporates this flexibility.

In addition, five of the seven grantees and five of the seven state emergency management agencies we
interviewed said that timing differences between when HUD and FEMA funds become available make it more
difficult to meet the income requirement. According to two grantees, it takes time to determine whether FEMA-
assisted projects benefit individuals with low and moderate incomes, especially when those projects began or
were completed before CDBG-DR or CDBG-MIT funds became available. These projects do not initially track
income, which adds to the difficulty. Because making these determinations is burdensome, one grantee did not

45The Housing and Community Development Act of 1974 requires that each activity funded (except for program administration and
planning activities) meet one of three national objectives: (1) benefiting individuals with low and moderate incomes, (2) aiding in the
prevention of blight, or (3) meeting urgent needs. 42 U.S.C. §§ 5301(c), 5304(b)(3), 5305(c). Individuals with low and moderate
incomes are defined as those with incomes at or below 80 percent of the area median income of the area involved. The requirem ent
that grantees expend at least 70 percentof funds to benefitindividuals with low and moderate incomesis met at the grantlevel and not
atthe individual project level.

46For example, if a grantee funds a $10 million infrastructure project serving an area in which individuals with low and moderate
incomes make up at least 51 percent of the population, it can count the $10 million toward the requirement to expend at least 70
percent of funds to assist individuals with low and moderate incomes. Other requirements also apply—for example, the activity must
benefit the area generally.

47THUD refers to this Federal Register notice as the Universal Notice. If Congress appropriates CDBG-DR or CDBG-MIT funds for
specific disasters, HUD is required to publish in the Federal Register a notice allocating these funds. According to HUD, these
allocating notices will apply requirements established in the Universal Notice, along with any disaster -specific requirements established
by Congress. Common Application, Waivers, and Alternative Requirements for Community Block Development Grant Disaster
Recovery Grantees: The Universal Notice, 90 Fed. Reg. 1754 (Jan. 8, 2025). In March 2025, HUD revised the 2025 Universal Notice,
but the section related to meeting income requirements was not revised. Prior to issuing the Universal Notice, HUD issued individual
Federal Register notices for each appropriation of CDBG-DR or CDBG-MIT funds outlining program requirements.

48The Universal Notice introduced an alternative for calculating how infrastructure project expenditures meet the income requirement.
According to HUD, the waiver allows grantees to receive proportional credit for these projects. For example, if a grantee funds a $10
million infrastructure projectserving an area in which individuals with low and moderate incomes make up 45 percent of the p opulation,
it can count 45 percent of the CDBG-DR funds toward the requirement to expend at least 70 percent of funds to assist individuals with
low and moderate incomes. Without this alternative, the grantee would not be able to count these funds toward meeting the
requirement.
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count projects that used CDBG-DR or CDBG-MIT funds for cost share toward meeting the overall 70 percent
low- and moderate-income benefit requirement. Instead, the grantee relied on other projects that did not have

a cost-share component to meet the requirement.

Wage and Labor Requirements

Federal law requires that grantees follow wage and labor standards—which establish how much and how often
workers must be paid—when using CDBG-DR or CDBG-MIT funds for construction.4¢ However, these
requirements, known as Davis-Bacon Act requirements, do not apply to work performed under the Public
Assistance program and HMGP.50

Communities may be reluctant to incorporate these requirements into their construction contracts if they are
not mandatory, as doing so could increase project costs or deter contractors from bidding. Officials from one
state emergency management agency said FEMA may not approve the extra cost associated with Davis-
Bacon compliance. According to FEMA officials, FEMA will reimburse payroll rates reflected in the FEMA
recipient’s official payroll policy in effect at the time of the disaster.5! Officials from one grantee said even when
local wage rates meet or exceed Davis-Bacon rates, contractors often find the associated paperwork
burdensome.

Differences in the timing of when HUD and FEMA assistance becomes available further complicate
compliance, according to representatives of HUD, six of the seven grantees, and two of the seven state
emergency management agencies we interviewed. Specifically, construction work completed before CDBG-DR
or CDBG-MIT funds become available may not have met wage and labor requirements because they were not
yet in effect.

HUD noted that timing could be a challenge in implementing Davis-Bacon Act requirements. In April 2019 and
May 2020, HUD asked the Department of Labor not to apply these wage requirements retroactively to selected
CDBG-DR grants. For example, to avoid undue hardship to communities, HUD requested that these
requirements not apply if all construction work was completed before HUD and the grantee signed a grant
agreement.

49Under Section 110(a) of the Housing and Community Development Act of 1974, laborers and mechanics employed by contractors
and subcontractors on construction work “financed in whole or in part” with CDBG assistance must be paid not less than wages
determined to be prevailing on similar construction work in the locality by the Secretary of Labor in accordance with the Davis-Bacon
Act (40 U.S.C. §§ 3141-3148).

500ther Stafford Act programs are subject to Davis-Bacon Act wage and labor requirements when disaster relief efforts require a
federal agency or the District of Columbia to contract for construction services for public buildings or public works. 40 U.S .C. § 3142(a).
However, the same wage and laborrequirements do notapply to programs governed under Title IV of the Stafford Act —such as FEMA
Public Assistance and HMGP—as those program applicants are state and local governments that use FEMA assistance to provide
relief, and similar contracts with state governments do not have the same requirements. See 44 C.F.R. § 206.201(a).

51As these rates were approved and universally applied before the disaster, they may not reflect Davis-Bacon wage rates that govern
CDBG-DR and CDBG-MIT projects. If, however, a FEMA recipient’s policy incorporates Davis-Bacon rates for all contracts regardless
of the funding source, those rates are eligible costs.
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In June 2020, the Department of Labor approved this request, stating that retroactively applying these
requirements could delay or disrupt disaster recovery construction.52 The approval applies to 2015-2019
CDBG-DR grants and all CDBG-MIT grants. In March 2025, Labor approved a similar HUD request for funds
provided to respond to disasters that occurred from January 2020 through 2024 .53

However, federal wage and labor requirements continue to apply to CDBG-DR and CDBG-MIT funds used to
meet the cost-share requirements of projects that were ongoing when or begun after HUD and the grantee
signed a grant agreement. In addition, these HUD requests occur on an ad hoc basis and apply only to grants
included in the request.

Environmental Reviews

FEMA and HUD each have statutory requirements for environmental reviews.54 Since 2013, federal law has
generally allowed CDBG-DR and CDBG-MIT grantees to adopt FEMA'’s environmental review for Stafford Act
programs when using funds for cost-share requirements.55 However, this is generally only permitted if the
actions covered by an existing FEMA environmental review are substantially the same as the actions proposed
for the CDBG-DR supplemental funds.

Until recently, grantees included in our review were required to conduct separate environmental reviews for
projects funded under federal programs not authorized under the Stafford Act. Three of the seven grantees
and six of the seven state emergency management agencies we interviewed indicated that this made it
challenging to use HUD’s funds to meet the cost-share requirements of non-Stafford Act programs. In 2023,
one grantee requested that HUD allow it to adopt FEMA'’s environmental review for a non-Stafford Act
program, stating that conducting a separate HUD review would be duplicative and delay the project by 4 to 6
months. According to HUD, it did not approve the request, citing a lack of authority under the grant’s
appropriation to waive this requirement.

The Disaster Relief Supplemental Appropriations Act, 2025 changed this by allowing grantees to adopt the
environmental review conducted by any agency—not just those carried out under Stafford Act programs—
when supplementing a project with CDBG-DR funds.56 According to the act, this flexibility applies to all CDBG-

52Department of Labor to the Department of Housing and Urban Development, “Applicability of Davis-Bacon Labor Standards and
Wage Determinations to Projects Funded by HUD Community Development Block Grant Disaster Recovery Funds,” June 25, 2020.

53Department of Labor to the Department of Housing and Urban Development, “Applicability of Davis-Bacon Labor Standards and
Wage Determinations to Projects Funded by HUD Community Development Block Grant Disaster Recovery Funds,” Mar. 12, 2025.

54The National Environmental Policy Act of 1969 requires federal agencies to evaluate the potential effects on the human environment
of proposed majorfederal actions prior to making decisions and to involve the public. Pub. L. No. 91 -190, 83 Stat. 852 (1970) (codified
at42 U.S.C. §§4321-4347). Agencies must consider all issues during the environmental review process, but the level of analysis
should be determined by the importance of the effect of the federal action.

5524 C.F.R. § 58.52. When HUD funding supplements another federal agency’s funding, the Disaster Relief Appropriations Act, 2013
permits grantees to adoptthe environmental review performed by the other federal agency for programs established under secti on 402,
403,404,406, 407, or 502 of the Stafford Act. Pub. L. No. 113-2, div. A, 127 Stat. 4, 16 (2013). Under Department of Homeland
Security Directive 023-01-01, FEMA is responsible for ensuring that assisted projects comply with the National Environmental Policy
Act. If HUD implements this alternative requirement, it publishes itin the Federal Register notice that accompanies the relevant grant
allocation.

56Pub. L. No. 118-158, 138 Stat. 1726, 1758—60 (2024).
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DR and CDBG-MIT grants. However, grantees may still be required to conduct a separate or supplemental
HUD review if the project scope differs from that covered in the original review.

Officials from one state emergency management agency stated that FEMA’s environmental assessments are
often not comprehensive enough to fully satisfy HUD’s broader environmental standards, which require
supplemental analysis or documentation. Similarly, officials from another state emergency management
agency told us that even minor deviations in scope can sometimes trigger a new environmental review.

Limited Capacity

Limited staffing or program expertise (capacity) made it challenging to comply with HUD requirements,
according to six of the seven grantees and six of the seven state emergency management agencies we
interviewed. They said this limitation created additional administrative burdens for grantees or their
subrecipients.5” Two grantees noted that identifying FEMA Public Assistance projects suitable for meeting
HUD requirements was time-consuming. For example, one grantee said its staff had to review over 7,600
projects to determine which met HUD criteria. The other grantee said FEMA collects less documentation for
projects below a certain dollar threshold than HUD requires, making it burdensome to evaluate those projects
for compatibility.58 As a result, the grantee chose not to use HUD funds for such projects.

Similarly, officials we interviewed for our November 2022 report stated that navigating differing requirements,
time frames, and authorities across federal programs increased the need for resources and technical expertise
to access disaster recovery assistance.5®

However, HUD officials, five grantees, and five state emergency management agencies we interviewed said
that despite these challenges, CDBG-DR and CDBG-MIT funds were valuable in helping FEMA recipients
complete projects. Without this support, many recipients might not have had the financial capacity to undertake
this work, they said. This is consistent with findings from our November 2022 report, which found that states
and localities often had insufficient financial capacity to cover FEMA cost-share requirements.60

Options Exist to Address Challenges to Using HUD Funds for Cost-Share
Requirements, but Each Presents Trade-Offs or Limitations

To help address the challenges associated with using CDBG-DR and CDBG-MIT funds to meet FEMA cost-
share requirements, HUD officials, grantees, and state emergency management agencies we interviewed
suggested two main types of options: (1) aligning FEMA and HUD program requirements or (2) eliminating

cost-share requirements altogether. However, these options have trade-offs or limitations.

570ne state emergency management agency noted that this was particularly true for smaller subrecipients that were unfamiliar with
HUD requirements.

S8For fiscal year 2025, FEMA projects at or below $1.1 million are considered “small projects.” FEMA adjusts the threshold annually to
reflect changes in the Consumer Price Index for All Urban Consumers.

59GA0-23-104956.
60GAO-23-104956.
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Align FEMA and HUD Program Requirements

Apply only FEMA requirements for cost-share contributions. All seven grantees and five of the seven
state emergency management agencies we interviewed suggested that when CDBG-DR or CDBG-MIT funds
are used solely for the cost-share portion of FEMA-funded projects, only FEMA requirements should apply.
Five of these grantees and two state emergency management agencies noted that this would reduce
administrative burden for the grantee or subrecipients. Similarly, FEMA and three state emergency
management agencies stated that this option would reduce the complexity of using HUD funds for cost share.
Applying only FEMA requirements could also reduce compliance challenges by eliminating the need to meet
two sets of program rules. In addition, it could address timing issues—for example, by allowing HUD funds to
be used more easily for FEMA projects already in progress.

However, applying only FEMA requirements may lead to use of HUD funds in ways that do not align with the
CDBG program objectives. For example, cost-share expenditures may not meet the national objective of
benefiting individuals with low and moderate incomes. According to HUD and FEMA, this option would require
statutory changes to implement. For example, HUD officials noted that they do not currently have the authority
to waive the Davis-Bacon wage requirements.

Expand flexibility for Public Assistance projects. Officials from five grantees and six state emergency
management agencies we interviewed said FEMA should extend the flexibility currently available under HMGP
to the Public Assistance program.

Traditionally, Public Assistance and HMGP recipients are required to provide up to 25 percent in cost share at

the project level. When CDBG-DR or CDBG-MIT funds are used for cost share, both HUD and FEMA
requirements apply to all facilities and sites within the project (see fig. 5).
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|
Figure 5: Comparison of FEMA Cost-Share Approaches
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Source: GAO adaptation of Congressional Research Service graphic. | GAO-25-107603 HUD: Department of Housing and Urban Development

Notes: Under all three approaches, FEMArequirements apply to all projects under agrant, including those used to meet the co st-share requirement.
Accordingto FEMA officials, Public Assistance recipients may combine traditional and flexible match ap proach es, and HMGP recipients may combine
traditionaland global match approachesto meetthe costshare. The figureillustrates the standard 25 percent cost share, bu t for Public Assistance this
may be reduced to 10 percent or waived entirely.

In October 2020, FEMA and HUD introduced a flexible match option for Public Assistance projects to give
recipients flexibility on how to meet the cost-share requirement of up to 25 percent.6' Under this option, the
cost share is calculated at the project level, but recipients apply CDBG-DR or CDBG-MIT cost-share funds only
to specific facilities or sites within a project. In those cases, only the HUD-funded facilities or sites must meet
both HUD and FEMA requirements.

In contrast, HMGP recipients can elect the global match option, which allows them to meet the cost-share
requirement at the grant level rather than at the individual project level. As a result, only the projects funded
with CDBG-DR or CDBG-MIT funds need to comply with both HUD and FEMA requirements. One grantee we
interviewed said this option allowed it to fund seven projects with CDBG-MIT to satisfy the full HMGP grant

61Department of Housing and Urban Development and Department of Homeland Security, Implementation Guidance for Use of
Community Development Block Grant Disaster Recovery Funds as Non-Federal Cost Share for the Public Assistance Program
(Washington, D.C.: October 2020).
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cost share.62 This allowed the grantee to select projects aligned with HUD requirements and significantly
reduce administrative costs.

None of the state emergency management agencies we interviewed had used the flexible match option.
Officials from two grantees said this option did not address the challenge of having to meet both HUD and

FEMA requirements at the project level.

FEMA officials said the agency had offered the maximum flexibility allowed under current law, and that allowing
Public Assistance recipients to use the global match option may require statutory changes. According to
FEMA, this option would provide additional flexibility to recipients. Currently, however, the Stafford Act and
FEMA regulations require that the Public Assistance cost share be met at the project level rather than the grant
level. Additionally, neither the flexible nor global match options addresses challenges related to the timing
differences between HUD and FEMA assistance or the other challenges in meeting HUD requirements. Finally,
officials from three state emergency management agencies said that tracking compliance under the global
option could be challenging. For example, one noted that enhanced financial tracking and reporting would be
required to ensure compliance.

Align periods of performance. Six grantees and six state emergency management agencies we interviewed
said aligning HUD and FEMA periods of performance would help grantees use CDBG-DR and CDBG-MIT
funds to meet cost-share requirements. Specifically, two grantees and two state emergency management
agencies said this option could help grantees manage delays in HUD funding availability or take advantage of
FEMA-approved project extensions. Unless the period of performance is statutorily established, HUD can
administratively establish it for CDBG-DR and CDBG-MIT funds. For example, as previously discussed, HUD
currently imposes a requirement that CDBG-DR funds be expended within 6 years of receipt.s3 Both HUD and
FEMA can approve extensions to their respective periods of performance, suggesting they may have the
administrative flexibility to better align them.

According to HUD, grantees can request an extension to better align with FEMA timelines, and HUD considers
this a valid justification. FEMA stated that aligning periods of performance would improve consistency, but
noted it may not always be feasible.

However, administratively aligning periods of performance could lead to longer delays in the expenditure of
grant funds. Historically, we and others have raised questions about the long life cycle of FEMA, CDBG-DR,
and CDBG-MIT funds.s4 Additionally, this option may be impractical because it would extend the performance
period for the entire CDBG-DR and CDBG-MIT grant even when only a small portion of the grant is being used
for cost share. As previously discussed, only about 7 percent of CDBG-DR and CDBG-MIT funds in our review
were budgeted to meet cost-share requirements.

62According to grantee officials, the HMGP grantis funding a total of 284 projects.

63In our March 2019 report, we found that HUD had imposed this requirement since 2015. See GAO-19-232. The Universal Notice
HUD issued in January 2025 also includes this requirement. The Universal Notice, 90 Fed. Reg. 1754, 1788 (Jan. 8, 2025). The
revisions to the Universal Notice issued in March 2025 did not affect this requirement.

64GAO, Disaster Assistance: Improving the Federal Approach, GAO-25-108216 (Washington, D.C.: Mar. 25, 2025); GAO-23-104956;
Disaster Recovery: Better Information Is Needed on the Progress of Block Grant Funds, GAO-23-105295 (Washington, D.C.: Dec. 15,
2022); and GAO-19-232.
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Eliminate Cost-Share Requirements

Given the reported challenges of using HUD funds to meet FEMA cost-share requirements, three grantees and
four state emergency management agencies we interviewed suggested eliminating the cost-share requirement
altogether. For example, one grantee noted that when the nonfederal share is ultimately covered by other
federal funds, the requirement may no longer make sense. Eliminating it would allow FEMA to fully fund
projects, removing the difficulties grantees face when applying CDBG-DR and CDBG-MIT funds toward cost
share. It could also benefit communities that lack the financial capacity to contribute nonfederal funds.

However, eliminating cost-share requirements completely would require statutory changes. In addition, cost-
share requirements are intended to control federal spending and promote shared responsibility for disaster
relief across all levels of government. A 2023 Congressional Research Service report noted this intent, and
FEMA officials similarly told us that communities should have a financial stake in disaster relief.65 Two grantees
and three state emergency management agencies also opposed eliminating the cost-share requirement. For
example, one state emergency management agency noted that without state and local participation, federal
costs would increase. This would reduce the total number of projects FEMA could fund. The Congressional
Research Service report also cited concerns that increasing the share of federal funding for recovery projects
could weaken incentives for communities to invest in projects to mitigate against future disasters.

Broader Efforts to Improve the Federal Approach to Disaster Recovery Could Help
Address Cost-Share Challenges

Our body of work on the overall federal approach to disaster recovery includes broad recommendations to
Congress and relevant federal agencies on addressing the negative effects of fragmentation across federal
recovery programs.s¢ These broad recommendations also could help address challenges associated with using
CDBG-DR and CDBG-MIT funds to meet FEMA cost-share requirements.

In our November 2022 report on improving the federal government’s approach to disaster recovery, state and
local officials we interviewed noted challenges similar to those described in this report.67 Specifically, they cited
difficulties navigating multiple federal recovery programs due to differing requirements and time frames. We
identified several options for addressing these challenges and improving the federal approach to disaster
recovery.s8 For example, one option we identified in our 2022 report for standardizing program requirements is
to prioritize the requirements of the primary federal funding source over those of a secondary source.

65Congressional Research Service, Stafford Act Cost-Shares: History, Trends, Analysis, R47646 (Washington, D.C.: July 26, 2023).

66Based on this body of work, in February 2025, we added “Improving the Delivery of Federal Disaster Assistance” to our High-Risk
List, noting the large-scale fragmentation across federal disaster assistance programs and fiscal exposure. GAO-25-107743.

67GA0-23-104956.

68The report discusses the strengths and limitations of 11 options that could improve the federal approach to disaster recovery butdoes
not endorse any specific option.
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As a result, we recommended that Congress consider establishing an independent commission to propose
reforms to the federal government’s approach to disaster recovery.69 We also recommended that HUD and

FEMA take steps to better manage fragmentation across disaster recovery programs.70

In addition, in a March 2019 report on CDBG-DR, we recommended that Congress consider legislation
establishing permanent statutory authority for a disaster assistance program that responds to unmet needs.
We stated that permanent authorization would help grantees better plan for how to use CDBG-DR funds in
coordination with other disaster recovery funding. We reiterated this recommendation in our 2022 report, noting
that implementing it could help standardize requirements across federal disaster recovery programs.

The difficulties in using CDBG-DR and CDBG-MIT funds for FEMA cost share reflect challenges similar to
those we identified in our November 2022 report. In that report, we attributed these challenges to
fragmentation across federal recovery programs.”2 We concluded that past efforts to address disaster recovery
challenges have largely focused on individual agencies or programs rather than taking a government-wide
approach. Consequently, addressing our prior recommendations to Congress and relevant agencies to reduce
fragmentation across federal recovery programs could also help resolve challenges associated with using
CDBG-DR and CDBG-MIT funds for FEMA cost share.

Agency Comments

We provided a draft of this report to DHS and HUD for their review and comment. DHS and HUD provided
technical comments, which we incorporated as appropriate.

We are sending copies of this report to the appropriate congressional committees, the Secretaries of
Homeland Security and Housing and Urban Development, and other interested parties. In addition, the report
is available at no charge on the GAO website at https://www.gao.gov.

If you or your staff have any questions about this report, please contact me at naamanej@gao.gov. Contact
points for our Offices of Congressional Relations and Public Affairs may be found on the last page of this
report. GAO staff who made key contributions to this report are listed in appendix II.

Sincerely,

69GA0-23-104956. As of September 2025, Congress had not enacted legislation that would implement this recommendation.

70GA0-23-104956.HUD and DHS, which oversees FEMA, agreed with the recommendations to their agencies and indicated that they
would take into account the options for mitigating fragmentation identified in the report. As of September 2025, the agencies had not
implemented the recommendations. In March 2024 and February 2025, respectively, FEMA and HUD said they remained committed to
working on a collaborative cross-agency approach. We also recommended that FEMA identify and take steps to better manage
fragmentation across its programs. FEMA agreed with the recommendation and has partially implemented it. As of December 2024,
FEMA had coordinated with HMGP stakeholders to streamline processes and standardize some program requirements. To fully
address this recommendation, FEMA would need to demonstrate that it has thoroughly considered available options to reduce
fragmentation across its programs.

71GAO-19-232. As of September 2025, Congress had not enacted legislation that would implement this recommendation.

72GA0-23-104956.
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//SIGNED//

Jill M. Naamane
Director, Financial Markets and Community Investment
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Appendix I: Objectives, Scope, and Methodology

This report examines (1) the portion of Community Development Block Grant Disaster Recovery (CDBG-DR)
and Mitigation (CDBG-MIT) funds allocated to grantees for disasters from January 2017 through January 2023
that has been budgeted to meet cost-share requirements and (2) key challenges, if any, selected grantees

faced in using these funds to meet cost-share requirements and options to address them.

We focused on disasters that occurred from January 2017 through January 2023 because they represented
about 50 percent ($49.5 billion) of the $99.8 billion in CDBG-DR and CDBG-MIT funds appropriated from 1993
through December 2022.1 (Some of the funds appropriated in December 2022 were used for the January 2023
disasters.2) These were also the most recent disasters for which CDBG-DR and CDBG-MIT funds had been

appropriated when we began our review.

For both objectives, we reviewed relevant laws and Federal Register notices governing the CDBG-DR and
CDBG-MIT funds for the January 2017—-January 2023 disasters. We also interviewed officials from the
Department of Housing and Urban Development (HUD) and the Federal Emergency Management Agency
(FEMA).

To address the first objective, we requested data from the 55 grantees that received the $49.5 billion in CDBG-
DR and CDBG-MIT funds on the portion they had budgeted and expended to meet the cost-share
requirements of other federal disaster assistance programs. We requested these data from all 55 grantees
directly because HUD does not require grantees to report data on the use of CDBG-DR and CDBG-MIT funds
for cost-share purposes.

Specifically, we reviewed the action plans developed by the 55 grantees to identify the grantees’ activities that
allowed for the use of these funds to meet cost-share requirements.3 Based on this review, we developed a
questionnaire, customized for each grantee, to confirm the accuracy of the information we collected from their
plans. As part of the questionnaire, we also requested information, as of December 31, 2024, on the (1) portion
of CDBG-DR and CDBG-MIT funds budgeted and expended to meet the cost-share requirements of other
federal disaster assistance programs and (2) the names of those programs.

We conducted pretests with three grantees to check that (1) the questions were clear and unambiguous, (2)
terminology was used correctly, (3) the questionnaire did not place an undue burden on respondents, (4) the
information could feasibly be obtained, and (5) the questionnaire was comprehensive and unbiased. We

10n Dec. 21, 2024, the Disaster Relief Supplemental Appropriations Act, 2025 made available an additional $12.1 billion in CDBG-DR
funds for majordisasters that occurred in 2023 or 2024.On Jan. 16, 2025, the Departmentof Housing and Urban Development (HUD)
allocated these fundsto eligible communities, which had 90 days from this date to develop an action plan outlining how they planned to
use the funds. These funds are notincludedin the $49.5 billion because, atthe time of our analysis, the relevantp lans had not yet been
developed.However, we include three CDBG-DR grants totaling about$138 million thatwere allocated to three states for recovery from

major disasters that occurred in January 2023.

2HUD used remaining funds from the Disaster Relief Supplemental Appropriations Act, 2023, Pub. L. No. 117-328, div. N, tit. X, 136
Stat. 4459, 5224 (2022), to make three grants for January 2023 disasters. This act provided $3 billion in CDBG-DR funds for major
disasters that occurred in 2022 or later until such funds were fully allocated.

3SHUD requires grantees to submit an action plan for CDBG-DR and CDBG-MIT funds that includes a description of activities intended
to meet unmet needs, which are losses not met with insurance or other forms of assistance.
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selected the three grantees primarily to reflect a mix of total grant amounts and to ensure each had at least
one activity that allowed for the use of funds to meet cost-share requirements.4 We made changes to the

questionnaire’s content and format after each of the three pretests, based on feedback received.

Of the 55 grantees we contacted via email, 54 responded to our questionnaire. We excluded two grantees—
with two separate grants totaling $65.4 million—from our analysis because, at the time of our data collection,
(1) one grantee did not have an approved action plan for its grant and (2) the other grantee was in the process
of transitioning its grant to another state agency. One additional grantee, with two grants totaling $50.6 million,
did not respond to our data request. As a result, our calculation of funds budgeted and expended to meet cost-
share requirements was based on data from 52 grantees, which together received about $49.4 billion of the
$49.5 billion allocated for the disasters included in our review.5

To assess the reliability of the grantee data, we reviewed each of the 52 questionnaires we received for
obvious errors in accuracy and completeness and requested that grantees clarify or correct responses as
needed. We also obtained information from grantees on (1) the source of the data, (2) whether the budgeted
and expenditure figures provided were actual amounts or estimates, (3) any system edit checks or controls to
help ensure the data were entered accurately, and (4) any concerns about the reliability of the figures provided.
We found these data to be sufficiently reliable to report on the portion of CDBG-DR and CDBG-MIT funds
budgeted and expended to meet cost-share requirements, as of December 2024. We also found the data
sufficiently reliable to identify the key federal disaster assistance programs for which these funds were
budgeted to meet cost-share requirements.

To address the second objective, we reviewed October 2020 guidance jointly issued by HUD and the
Department of Homeland Security on the use of CDBG-DR funds as cost share for the Public Assistance
program.s We also reviewed FEMA'’s policy guide on its Hazard Mitigation Grant Program (HMGP) and related
guidance on its cost-share requirement.” We focused on the Public Assistance program and HMGP because
these were the primary FEMA programs for which grantees budgeted funds for cost-share requirements.

In addition, we reviewed our prior reports and reports by HUD’s Office of Policy Development and Research,
HUD’s Office of Inspector General, and the Congressional Research Service that addressed CDBG-DR and
CDBG-MIT challenges, as well as broader issues related to the federal approach to disaster recovery.

4From the 55 grantees included in our review, we initially identified 27 grantees whose action plans included at least one activity that
allowed forthe use of CDBG-DR or CDBG-MIT funds to meetcost-share requirements of otherfederal programs. We categorized these
27 grantees as small, medium, and large based on the total allocation of grants that included at least one cost-share activity: small
($1.5 million to $51 million), medium ($68 million to $298 million),and large ($311 million to $20 billion). We selected one grantee from
each category. We also selected grantees that received more than one grant. We excluded grantees affected by disasters from August
2024 through October 2024 to avoid putting undue burden on them while they responded to the disaster.

5These 52 grantees received 100 of the 104 CDBG-DR and CDBG-MIT grants in our review.

6Department of Housing and Urban Development and Department of Homeland Security, Implementation Guidance for Use of

Community Development Block Grant Disaster Recovery Funds as Non-Federal Cost Share for the Public Assistance Program
(Washington, D.C.: October 2020).

7Federal Emergency ManagementAgency, Hazard Mitigation Assistance Program and Policy Guide: Hazard Mitigation Grant Program,
Hazard Mitigation Grant Program Post Fire, Building Resilient Infrastructure and Communities, and Flood Mitigation Assistance,
Version 2.0, FP-206-21-0001 (Washington, D.C.: July 30, 2024); and Hazard Mitigation Assistance Cost Share Guide: For Applicants,
Subapplicants, and FEMA (Washington, D.C.: May 2016).
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We also interviewed officials from seven grantees—California, Georgia, Louisiana, Mississippi, Nebraska,
Puerto Rico, and West Virginia—as well as state emergency management agencies in these states. To select
this nongeneralizable sample, we first used the results of our action plan review to identify grantees with at
least one activity that allowed use of CDBG-DR or CDBG-MIT funds to meet cost-share requirements of other
federal programs. We then categorized these grantees as small, medium, or large based on the total allocation
of grants that included such activities.8 Each size category included nine grantees.

To ensure a range of experience with using CDBG-DR and CDBG-MIT funds for cost-share purposes, we
selected two small and medium grantees and three large grantees that met at least one of the following
primary criteria:

« Toinclude grantees with longer implementation timelines, we selected four that administered only grants
for disasters occurring from 2017 through 2019.

« To assess whether challenges varied by grant age, we selected two grantees that administered both pre-
and post-2020 disaster grants or managed multiple CDBG-DR grants.

o To ensure representation of both grant types, we selected three grantees that administered both CDBG-DR
and CDBG-MIT grants.

We placed greater weight on the disaster year of relevant grants to prioritize grantees with more historical
experience using CDBG-DR or CDBG-MIT funds for cost-share requirements.

To ensure diversity among the selected grantees, we also required each to meet at least one of the following
secondary criteria:

« The grantee was in the top half of its size category (small, medium, or large) to account for a larger share
of CDBG-DR and CDBG-MIT funds.

« The grantee’s action plan specifically cited the name of a FEMA or non-FEMA disaster assistance program
for which funds were budgeted to meet the cost-share requirement, allowing us to determine whether
challenges differ across federal disaster assistance programs.

We also selected grantees from different HUD-designated geographic regions to obtain geographic diversity.

We conducted site visits to Louisiana and Puerto Rico to interview officials and tour FEMA Public Assistance
and HMGP projects for which CDBG-DR and CDBG-MIT funds were budgeted to meet cost-share
requirements. We selected these grantees for site visits because they had experience using HUD funds for this
purpose. Specifically, they had implemented cost-share activities across different years, disaster types, and
grant types. We also selected them because they were cited in our background research as notable examples
related to our review. For the remaining five grantees and state emergency management agencies that
coordinate with these grantees, we held virtual interviews.

During interviews with officials from the seven grantees—and the seven state emergency management
agencies they coordinate with—we asked them to identify (1) key challenges in using CDBG-DR and CDBG-

8The total allocation amountforeach grantee equals the sum of all grants —related to disasters included in our review—that contained
atleast one activity that allowed the use of CDBG-DR or CDBG-MIT funds for cost-share requirements.
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MIT funds to meet cost-share requirements and (2) options for addressing those challenges. From their
responses, we developed a preliminary list of key challenges and potential options.

If a grantee or state emergency management agency had not identified a challenge during our initial interview,
we presented a list of additional challenges we had identified and asked whether they viewed each as relevant.
We also shared the full list of potential options with all seven grantees and state emergency management
agencies, asking whether they agreed with the options and to describe their advantages and disadvantages.
All but one grantee responded to this request.

To determine how long after the disaster the grantees received CDBG-DR and CDBG-MIT allocations—one of
the challenges noted—we reviewed HUD notices and other sources. From these sources, we identified the
dates for the disaster declarations, appropriations, and allocations for eight CDBG-DR and four CDBG-MIT
grants that six of the seven grantees planned to use for cost share.? California, Louisiana, and Puerto Rico
each received grants associated with more than one disaster declaration. To illustrate the funding timeline for
these grants, we used the date of the first related declaration. Some grantees also received more than one
grant for a single disaster declaration; these additional grants were not included in this analysis.

We conducted this performance audit from May 2024 to September 2025 in accordance with generally
accepted government auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

9We did notinclude the Georgia grant because the grantee decided to cancel its cost-share activity.
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