Program Income

CDBG Disaster Recovery Assistance 
Multi-Family New Production - Rental Properties

You are a recipient of Iowa’s CDBG Disaster Recovery Assistance Program funds.  These funds come from the U.S. Department of Housing and Urban Development (HUD) under the Supplemental Appropriations Act of 2008 (Pub.L. 110-252) and under the Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009 (Pub. L. 110-329).  These funds were appropriated to Iowa in order to assist in the recovery from the 2008 floods.

As you know we are using a portion of these funds for low income rental housing (See State of Iowa Action Plan for Disaster Recovery #2, as amended and modified).  This Action Plan can be found on the Iowa Department of Economic Development’s website at www.iowalifechanging.com. 

The Department would like to clarify key points of your contract:

Program Income:

If awarded your contract will reference in Article 1:  Program Income shall have the meaning set forth in 24 CFR 570.500(a), as modified by the Program Rules defined as gross income received by the recipient or a subrecipient directly generated from the use of CDBG funds, except as provided in paragraph (a)(4) of 24 CFR 570.500(a) which states gross income from the use or rental of real property, owned by the recipient or by a subrecipient, that was constructed or improved with CDBG funds, less costs incidental to generation of the income.  If all amounts determined to be Program Income received by the Recipient in any year are less than $25,000, then the Recipient is considered to have no Program Income for such year.

Please note, if Program Income is less than $25,000 in any year, you are considered to have no Program Income.  If Program income exceeds $25,000 in any year, all Program income is subject to use or return to the Department as described in this notice.
In Article 6.2 it states that Program Income generated from the use of Program funds received by the Recipient prior to the Construction End Date, shall be expended for activities funded under this Contract prior to requesting additional Program funds.  Program Income received by the recipient after the Construction End Date shall be returned to the Department.  All program income as defined in OMB Circular A-102 and 261 Iowa Administrative Code, Chapter 23, shall be added to the Activity Budget and used to further eligible Activity objectives as defined in the Contract and Scope of Work in the Disaster Recovery Application for funding.  Program Income received after the Construction End Date shall be returned to IDED.  Proceeds totaling less than $25,000 from any CDBG Contract or Contracts received in one year would not be considered Program Income.

For the purposes of our contracts Program Income means:


(a) the “net income” from the rental of the Project shall mean the gross rental income from 
leasing the rental units of the Project, less the operating expenses for operation of the Project 
less the principal and interest due on any First Mortgage loan to the Project, less any payments 
required for operating reserve accounts or replacement reserve accounts, less payment of 
principal and interest on any loans made by any partners of Recipient to cover any operating 
expense shortfalls, less payment of principal and interest on loan made by the HOME program 
administered by the Iowa Finance Authority (IFA) and;

(b) Program Income shall include the net income multiplied by a fraction whose numerator is 
the Award Amount of this contract and whose denominator is the total project costs for all 
expenses related to acquisition, construction and financing of the Project.  Because a deferred 
loan was made to your for-profit entity (and because you are considered a subrecipient) of low 
income rental housing, profits generated from the leasing of your CDBG-assisted project are 
considered “Program Income” and must be returned to the Iowa Department of Economic 
Development.  When program income is generated by an activity that is only partially assisted 
with CDBG funds, the income shall be prorated to reflect the percentage of CDBG funds used.

After the project is placed in service, Program Income must be submitted to the Iowa Department of Economic Development.    

Procedures for Submitting Program Income: 

Program income must be submitted to the Department of Economic Development annually.   Submit a copy of IRS Form 8825- Rental Real Estate Income and Expenses of a Partnership or an S Corporation, the completed program income form (forwarded to you shortly), and a check payable to the Department of Economic Development to:

            Iowa Department of Economic Development

            Attn: Katie Caggiano – Program Income

            200 East Grand Avenue

            Des Moines, Iowa 50309

In any given year if no Program Income is generated, then the recipient must submit a copy of IRS Form 8825- Rental Real Estate Income and Expenses of a Partnership or an S Corporation.
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