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Sec. 570.1 Purpose and primary objective.
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(2) Nonentitlement Funds: HUD-administered Small Cities and
Insular
Area programs (subpart F);

(3) State program: State-administered CDBG none ntitlement funds
(subpart I);

(4) Special Purpose Grants (subpart E);
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(5) Urban Devel opnent Action  Grant program (subpart G); and

(6) Loan Guarantees (subpart M).

(b) Subparts A, C, J, K, and O apply to all pro grams in paragraph
(a) except as modified or limited under the provisi ons of these
subparts
or the applicable program regulations. In the appli cation of the
subparts to Special Purpose Grants or the Urban Devel oprrent Action
G ant
program, the reference to funds in the form of gran ts in the term
"CDBG
funds", as defined in Sec. 570.3, shall mean the gr ant funds under
those programs. The subparts do not apply to the St ate program
(subpart
1) except to the extent expressly referred to.

(c) The primary objective of the programs autho rized under title |
of the Housing and Conmruni ty Devel opnent Act of 1974, as amended, is
described in section 101(c) of the Act (42 U.S.C. 5 301(c)).

[53 FR 34437, Sept. 6, 1988, as amended at 56 FR 56 126, Oct. 31, 1991;
61 FR 11475, Mar. 20, 1996; 69 FR 32778, June 10, 2 004]

Sec. 570.3 Definitions.

The terms HUD and Secretary are defined in 24 CFR part 5. All of
the
following definitions in this section that rely on data from the
United
States Bureau of the Census shall rely upon the dat a available from
the
latest decennial census.

Act means title | of the Housing and Communi ty Devel opnent Act of
1974 as amended (42 U.S.C. 5301 et seq.).

Age of housing means the number of year-round h ousing units, as
further defined in section 102(a)(11) of the Act.
Applicant means a State or unit of general loca | government that
makes application pursuant to the provisions of sub part E, F, G or M.
Buildings for the general conduct of government shall have the
meaning provided in section 102(a)(21) of the Act.

CDBG funds means Conmuni ty Devel opnent Bl ock Grant funds,
including
funds received in the form of grants under subpart D, F, or Sec.
570.405 of this part, funds awarded under section 1 08(q) of the
Housing

and Communi ty Devel oprent Act of 1974, loans guaranteed under subpart
M
of this part, urban renewal surplus gr ant funds, and program income as
defined in Sec. 570.500(a).
Chief executive officer of a State or unit of g eneral local



government means the elected official or the legall y designated

official, who has the primary responsibility for th e conduct of that
entity's governmental affairs. Examples of the ““ch ief executive
officer” of a unit of general local government are : the elected mayor
of a municipality; the elected county executive of a county; the
chairperson of a county commission or board in a co unty that has no
elected county executive; and the official designat ed pursuant to law
by

the governing body of a unit of general local gover nment.

City means the following:

(1) For purposes of Entitlement Conmuni ty Devel opnent Bl ock Grant
and Urban Devel opnent Action G ant eligibility:

(i) Any unit of general local government that i s classified as a
municipality by the United States Bureau of the Cen sus, or

(ii) Any other unit of general local government that is a town or
township and that, in the determination of the Secr etary:

(A) Possesses powers and performs functions com parable to those
associated with municipalities;

(B) Is closely settled (except that the Secreta ry may reduce or
waive this requirement on a case by case basis for the purposes of the
Action  Grant program); and

(C) Contains within its boundaries no incorpora ted places as
defined
by the United States Bureau of the Census that have not entered into
cooperation agreements with the town or township fo r a period covering
at least 3 years to undertake or assist in the unde rtaking of
essential
comruni ty devel opnent and housing assistance activities. The
determination of eligibility of a town or township to qualify as a
city
will be based on information available from the Uni ted States Bureau
of
the Census and information provided by the town or township and its
included units of general local government.

(2) For purposes of Urban Devel oprment Action G ant eligibility
only,

Guam, the Virgin Islands, American Samoa, the Commo nwealth of the
Northern Mariana Islands, the counties of Kauai, Ma ui, and Hawaii in
the
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State of Hawaii, and Indian tribes that are eligibl e recipients under
the State and Local Government Fiscal Assistance Ac t of 1972 and
located

on reservations in Oklahoma as determined by the Se cretary of the

Interior or in Alaskan Native Villages.
Conmuni ty Devel opnent Financial Institution has the same meaning

as
used in the Conmruni ty Devel opnent Banking and Financial Institutions
Act
of 1994 (12 U.S.C. 4701 note).

Consolidated plan. The plan prepared in accorda nce with 24 CFR
part
91, which describes needs, resources, priorities an d proposed
activities

to be undertaken with respect to HUD programs, including the CDBG



program. An approved consolidated plan means a cons
has been approved by HUD in accordance with 24 CFR part 91.
Discretionary grant meansa grant made from the various Special

olidated plan that

Purpose Grants in accordance with subpart E of this

Entitlement amount means the amount of funds wh
city is entitled to receive under the Entitlement
determined by formula set forth in section 106 of t

Extent of growth lag shall have the meaning pro
102(a)(12) of the Act.

Extent of housing overcrowding shall have the m
section 102(a)(10) of the Act.

Extent of poverty means the number of persons w
below the poverty level based on data compiled and
United States Bureau of the Census available from t
referable to the same point or period in time and t
from the Office of Management and Budget. For purpo
the
Secretary has determined that it is neither feasibl
to
make adjustments at this time in the computations o
poverty" for regional or area variations in income
living.

Family means all persons living in the same hou
related by birth, marriage or adoption.

Household means all the persons who occupy a ho
occupants may be a single family, one person living
families living together, or any other group of rel
persons who share living arrangements.

Income. For the purpose of determining whether
household
is low- and moderate-income under subpart C of this
select any of the three definitions listed below fo
except that integrally related activities of the sa
qualifying under the same paragraph of Sec. 570.208
same definition of income. The option to choose a d
apply to activities that qualify under Sec. 570.208
benefit
activities), except when the recipient carries out
570.208(a)(1)(vi). Activities qualifying under Sec.
generally must use the area income data supplied to
The three definitions are as follows:

(1)) “Annual income" as defined under the S
Assistance Payments program at 24 CFR 813.106 (exce
assistance being provided is homeowner rehabilitati
570.202, the value of the homeowner's primary resid
excluded
from any calculation of Net Family Assets); or

(i) Annual income as reported under the Census
most recent available decennial Census. This defini

(A) Wages, salaries, tips, commissions, etc.;

(B) Self-employment income from own nonfarm bus
proprietorships and partnerships;

(C) Farm self-employment income,;

(D) Interest, dividends, net rental income, or
or trusts;

(E) Social Security or railroad retirement;

(F) Supplemental Security Income, Aid to Famili
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Children, or other public assistance or public welf
(G) Retirement, survivor, or disability pension
(H) Any other sources of income received regula
Veterans' (VA) payments, unemployment compensation,
(iiif) Adjusted gross income as defined for purp
under Internal Revenue Service (IRS) Form 1040
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for individual Federal annual income tax purposes.

(2) Estimate the annual income of a family or h
projecting the prevailing rate of income of each pe
assistance is provided for the individual, family,
applicable). Estimated annual income shall include
family or household members, as applicable. Income
enhancement
derived from the CDBG-assisted activity shall not b
calculating estimated annual income.

Insular area shall have the meaning provided in
of the Act.

Low- and moderate-income household means a hous
income equal to or less than the Section 8 low-inco
established
by HUD.

Low- and moderate-income person means a member
an
income equal to or less than the Section 8 low-inco
established
by HUD. Unrelated individuals will be considered as one-p
families
for this purpose.

Low-income household means a household having a
or
less than the Section 8 very low-income limit estab

Low-income person means a member of a family th
equal to or less than the Section 8 very low-income
by
HUD. Unrelated individuals shall be considered as one-
for this purpose.

Metropolitan area shall have the meaning provid
102(a)(3) of the Act.

Metropolitan city shall have the meaning provid
102(a)(4) of the Act except that the term ““central
by ““principal city."

Microenterprise shall have the meaning provided
102(a)(22) of the Act.

Moderate-income household means a household hav
to or less than the Section 8 low-income limit and
Section 8 very low-income limit, established by

Moderate-income person means a member of a fami
income
equal to or less than the Section 8 low-income limi
the Section 8 very low-income limit, established by
individuals shall be considered as one-person famil
purpose.

Nonentitlement amount means the amount of funds
for use in a State's nonentitlement areas as determ
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s; and
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forth in section 106 of the Act.

Nonentitlement area shall have the meaning prov
102(a)(7) of the Act.

Population means the total resident population
compiled and published by the United States Bureau
available from the latest census or which has been
Bureau to reflect the changes resulting from the Bo
Annexation
Survey, new incorporations and consolidations of go
to
Sec. 570.4, and which reflects, where applicable, ¢
from the Bureau's latest population determination t
estimating
technique using natural changes (birth and death) a
and
is referable to the same point or period in time.

Small business means a business that meets the
in
section 3(a) of the Small Business Act (15 U.S.C. 6

State shall have the meaning provided in sectio
Act.

Unit of general local government shall have the
in
section 102(a)(1) of the Act.

Urban county shall have the meaning provided in
of
the Act. For the purposes of this definition,
whether
the county's combined population contains the requi
low- and moderate-income persons by identifying the
that resided in applicable areas and units of gener
based on data from the most recent decennial census
limits that would have applied for the year in whic
taken.

Urban Devel oprment Action G ant (UDAG) means a
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Secretary pursuant to section 119 of the Act and su
part.

[53 FR 34437, Sept. 6, 1988; 53 FR 41330, Oct. 21,
56 FR 56126, Oct. 31, 1991; 60 FR 1915, 1943, Jan.
56909,

Nov. 9, 1995; 61 FR 5209, Feb. 9, 1996; 61 FR 11475
FR 18674, Apr. 29, 1996; 68 FR 69582, Dec. 12, 2003
10, 2004]

Sec. 570.4 Allocation of funds.

(a) The determination of eligibility of units o
government to receive entitlement grants, the entit
allocation of appropriated funds to States for use
areas, the reallocation of funds, the allocation of
to insular areas, and the allocation of appropriate
discretionary grants under the Secretary's Fund sha
the
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policies and procedures described in sections 106 a
as
appropriate.

(b) The definitions in Sec. 570.3 shall govern
policies and procedures described in sections 106 a

(c) In determining eligibility for entitlement
funds under section 106 of the Act for any federal
will
recognize corporate status and geographical boundar
of
metropolitan areas and principal cities effective a
preceding
such federal fiscal year, subject to the following

(1) With respect to corporate status as certifi
applicable
State and available for processing by the Census Bu
date;

(2) With respect to boundary changes or annexat
by
the Census Bureau in preparing population estimates
purpose governmental units and are available for pr
Census Bureau as of such date, except that any such
or
annexations which result in the population of a uni
government reaching or exceeding 50,000 shall be re
purpose whether or not such changes are used by the
preparing such population estimates; and

(3) With respect to the status of Metropolitan
and
principal cities, as officially designated by the O
and Budget as of such date.

(d) In determining whether a county qualifies a
and in computing entitlement amounts for urban coun
demographic
values of population, poverty, housing overcrowding
housing
of any Indian tribes located within the county shal
allocating amounts to States for use in honentitlem
demographic values of population, poverty, housing
age
of housing of all Indian tribes located in all none
be excluded. It is recognized that all such data on
not generally available from the United States Bure
and
that missing portions of data will have to be estim
accomplishing any such estimates the Secretary may
related information available from reputable source
appropriate, regardless of the data's point or peri
shall
use the best judgement possible in adjusting such d
same point or period of time as the overall data fr
tribes are being deducted, so that such deduction s
imbalance with those overall data.

(e) Amounts remaining after closeout of a
to be returned to
closeout procedures, shall be considered as funds a
reallocation unless the appropriation under which t

nd 107 of the Act,
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nd 107 of the Act.
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provided to the Department has lapsed.

[53 FR 34437, Sept. 6, 1988, as amended at 68 FR 69
69 FR 32778, June 10, 2004]

Sec. 570.5 Waivers.

HUD's authority for the waiver of regulations and for
suspension
of requirements to address damage in a Presidential
disaster
area is described in 24 CFR part 5 and in section 1
respectively.

[61 FR 11476, Mar. 20, 1996]
Subpart B [Reserved]
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Subpart C_Eligible Activities
Source: 53 FR 34439, Sept. 6, 1988, unless othe
Sec. 570.200 General policies.

(a) Determination of eligibility. An activity m
whole or in part with CDBG funds only if all of the
requirements are met:

(1) Compliance with section 105 of the Act. Eac
meet
the eligibility requirements of section 105 of the
defined in this subpart.

(2) Compliance with national objectives.
the

582, Dec. 12, 2003;

the
ly declared

22 of the Act,

rwise noted.

ay be assisted in
following

h activity must
Act as further

G ant recipients under

Entitlement and HUD-administered Small Cities programs and recipients

of

insular area funds under section 106 of the Act mus
their

projected use of funds has been developed so as to
feasible

priority to activities which will carry out one of
objectives of benefit to low- and moderate-income f
the

prevention or elimination of slums or blight. The p
funds

may also include activities that the recipient cert

to

t certify that
give maximum

the national
amilies or aid in

rojected use of

ifies are designed

meet other  conmuni ty devel opment needs having a particular urgency

because existing conditions pose a serious and imme

diate threat to the

health or welfare of the communi t y where other financial resources are

not available to meet such needs. Consistent with t

he foregoing, each

recipient under the Entitlement or HUD-administered Small Cities

programs, and each recipient of insular area funds

of

the Act must ensure and maintain evidence that each
assisted with CDBG funds meets one of the three nat

under section 106

of its activities
ional objectives as



contained in its certification. Criteria for determ
activity addresses one or more of these objectives
570.208.

(3) Compliance with the primary objective. The
of
the Act is described in section 101(c) of the Act.
this
objective, Entitlement recipients, recipients of th
Small Cities program in Hawaii, and recipients of i
under section 106 of the Act must ensure that over
specified in their certification not to exceed thre
than 70 percent of the aggregate of CDBG fund expen
for
activities meeting the criteria under Sec. 570.208(
570.208(d)(5) or (6) for benefiting low- and modera
For grants under section 107 of the Act, insular ar
meet this requirement for each separate
for additional discussion of the primary objective
insular areas funded under section 106 of the Act.
for

the HUD-administered Small Cities program in New York are

570.420(e)(2). Additional requirements for the
Cities program in Hawaii are at Sec. 570.430(e). In
percentage of funds expended for such activities:

(i) Cost of administration and planning eligibl
570.205
and Sec. 570.206 will be assumed to benefit low and
persons in the same proportion as the remainder of
accordingly shall be excluded from the calculation;

(ii) Funds deducted by
temporary
loans pursuant to Sec. 570.802(b) shall be excluded

(iif) Funds expended for the repayment of loans
the
provisions of subpart M shall also be excluded;

(iv) Funds expended for the acquisition, new co
rehabilitation of property for housing that qualifi
570.208(a)(3) shall be counted for this purpose but
to
an amount determined by multiplying the total cost
non-CDBG costs) of the acquisition, construction or
the percent of units in such housing to be occupied
moderate
income persons.

(v) Funds expended for any other activities qua
570.208(a) shall be counted for this purpose in the

(4) Compliance with environmental review proced
environmental review procedures set forth at 24 CFR
completed for each activity (or project as defined
as applicable.
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(5) Cost principles. Costs incurred, whether ch
or
an indirect basis, must be in conformance with OMB
““Cost Principles for State, Local and Indian Triba

ining whether an
are found in Sec.
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a period of time
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ir entirety.
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Circulars A-87,
| Governments"; A-



122, “"Cost Principles for Non-profit Organizations
Principles for Educational Institutions," as appli

of cost listed in Attachment B of these Circulars t
Federal agency approval are allowable without prior
the extent they comply with the general policies an
in Attachment A of such circulars and are otherwise
this

subpart C, except for the following:

\1\ These circulars are available from the Amer
Center by calling the following toll-free numbers:
(800) 483-2209 (TDD).

(i) Depreciation methods for fixed assets shall

without  HUD's specific approval or, if charged through a cost

allocation
plan, the Federal cognizant agency.

(ii) Fines and penalties (including punitive da
unallowable costs to the CDBG program.

(iif) Pre-award costs are limited to those auth
paragraph (h) of this section.

(b) Special policies governing facilities. The
policies apply to:

(1) Facilities containing both eligible and ine
public facility otherwise eligible for assistance u
program
may be provided with CDBG funds even if it is part
building containing ineligible uses, if:

(i) The facility which is otherwise eligible an
assistance will occupy a designated and discrete ar
larger
facility; and

(ii) The recipient can determine the costs attr
facility proposed for assistance as separate and di
overall costs of the multiple-use building and/or f

Allowable costs are limited to those attributable t
portion of the building or facility.

(2) Fees for use of facilities. Reasonable fees
the use of the facilities assisted with CDBG funds,
as
excessive membership fees, which will have the effe
low
and moderate income persons from using the faciliti
permitted.

(c) Special assessments under the CDBG program.

policies relate to special assessments under the CD
(1) Definition of special assessment. The term

assessment" means the recovery of the capital cost

improvement, such as streets, water or sewer lines,

gutters,

through a fee or charge levied or filed as a lien a

", or A-21, “"Cost
cable.\1\ All items

hat require prior
approval of HUD to
d principles stated
eligible under

ican Communities
(800) 998-9999 or

not be changed

mages) are
orized under
following special

ligible uses. A
nder the CDBG

of a multiple use
d proposed for

ea within the

ibutable to the
stinct from the
acility.

o the eligible

may be charged for
but charges such

ct of precluding
es, are not
The following
BG program:
“special

s of a public
curbs, and

gainst a parcel of



real estate as a direct result of benefit derived f rom the
installation

of a public improvement, or a one-time charge made as a condition of
access to a public improvement. This term does not relate to taxes, or
the establishment of the value of real estate for t he purpose of
levying

real estate, property, or ad valorem taxes, and doe s not include
periodic charges based on the use of a public impro vement, such as
water

or sewer user charges, even if such charges include the recovery of
all

or some portion of the capital costs of the public improvement.

(2) Special assessments to recover capital cost s. Where CDBG funds
are used to pay all or part of the cost of a public improvement,
special
assessments may be imposed as follows:

(i) Special assessments to recover the CDBG fun ds may be made only
against properties owned and occupied by persons no t of low and
moderate
income. Such assessments constitute program income.

(ii) Special assessments to recover the non-CDB G portion may be
made
provided that CDBG funds are used to pay the specia | assessment in
behalf of all properties owned and occupied by low and moderate income
persons; except that CDBG funds need not be used to pay the special
assessments in behalf of properties owned and occup ied by moderate
income persons if the gr ant recipient certifies that it does not have
sufficient CDBG funds to pay the assessments in beh alf of all of the
low
and moderate income owner-occupant persons. Funds ¢ ollected through
such

special assessments are not program income.
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(3) Public improvements not initially assisted with CDBG funds.
The
payment of special assessments with CDBG funds cons titutes CDBG
assistance to the public improvement. Therefore, CD BG funds may be
used
to pay special assessments provided:

(i) The installation of the public improvements was carried out in
compliance with requirements applicable to activiti es assisted under
this part including environmental, citizen particip ation and Davis-
Bacon
requirements;

(ii) The installation of the public improvement meets a criterion
for national objectives in Sec. 570.208(a)(1), (b), or (c); and

(i) The requirements of Sec. 570.200(c)(2)(ii ) are met.

(d) Consultant activities. Consulting services are eligible for
assistance under this part for professional assista nce in program
planning, devel opnent of conmunity devel opnent objectives, and other
general professional guidance relating to program e xecution. The use
of
consultants is governed by the following:

(1) Employer-employee type of relationship. No person providing

consultant services in an employer-employee type of relationship shall



receive more than a reasonable rate of compensation
services paid with CDBG funds. In no event, however
compensation exceed the equivalent of the daily rat
of the Executive Schedule. Such services shall be e
agreements between the parties which detail the res
standards, and compensation.

(2) Independent contractor relationship. Consul
provided under an independent contractor relationsh
the procurement requirements in 24 CFR 85.36, and a
the
compensation limitation of Level IV of the Executiv

(e) Recipient determinations required as a cond
eligibility.

In several instances under this subpart, the eligib
activity

depends on a special local determination. Recipient
documentation of all such determinations. A written
required for any activity carried out under the aut
570.201(f), 570.201(i)(2), 570.201(p), 570.201(q),
570.206(f), 570.209, and 570.309.

(f) Means of carrying out eligible activities.
eligible under this subpart, other than those autho
570.204(a), may be undertaken, subject to local law

(i) By the recipient through:

(A) Its employees, or

(B) Procurement contracts governed by the requi
85.36; or

(ii) Through loans or grants under agreements w
as
defined at Sec. 570.500(c); or

(iif) By one or more public agencies, including
public agencies, that are designated by the chief e
the recipient.

(2) Activities made eligible under Sec. 570.204
undertaken by entities specified in that section.

(g) Limitation on planning and administrative c
20
percent of the sum of any
expended
for planning and program administrative costs, as d
570.205 and 507.206, respectively. Recipients of en
under subpart D of this part shall conform with thi
limiting the amount of CDBG funds obligated for pla
administration during each program year to an amoun
20
percent of the sum of its entitlement
(if any) plus the program income received by the re
subrecipients (if any) during that program year.

(h) Reimbursement for pre-award costs. The effe

gr ant agreement is the program year start date or the da
HUD, whichever is later. For a

consolidated plan is received by

Section

108 loan guarantee, the effective date of the

date of  HUD execution of the

particular loan guarantee commitment.
(1) Prior to the effective date of the

recipient

for personal

, shall such

e paid for Level IV
videnced by written
ponsibilities,

tant services
ip are governed by
re not subject to

e Schedule.
ition of

ility of an

s shall maintain
determination is
hority of Sec. Sec.
570.202(b)(3),

(1) Activities
rized under Sec.

rements of 24 CFR
ith subrecipients,
existing local
xecutive officer of
(a) may only be

osts. No more than

gr ant , plus program income, shall be

efined in Sec. Sec.
tittement grants

S requirement by
nning plus

t no greater than

gr ant made for that program year

cipient and its

ctive date of the
te that the
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gr ant agreement amendment for the
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may incur costs or may authorize a subrecipient to

then

after the effective date of the

using its CDBG funds, provided that:
(i) The activity for which the costs are being

included,

prior to
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the costs being incurred, in a consolidated plan ac
amended

consolidated plan action plan, or an application un
this

part, except that a new entitlement grantee prepari
first allocation of CDBG funds may incur costs nece
its

consolidated plan and undertake other administrativ

incur costs, and

gr ant agreement pay for those costs

incurred is

tion plan, an
der subpart M of

ng to receive its
ssary to develop

e actions necessary

to receive its first gr ant , prior to the costs being included in its

consolidated plan;

(ii) Citizens are advised of the extent to whic
costs will affect future grants;

(iif) The costs and activities funded are in co
requirements of this part and with the Environmenta
stated in 24 CFR part 58;

(iv) The activity for which payment is being ma
the
statutory and regulatory provisions in effect at th
are
paid for with CDBG funds;

(v) CDBG payment will be made during a time no
next
two program years following the effective date of t
or
amendment in which the activity is first included,;

(vi) The total amount of pre-award costs to be
program year pursuant to this provision is no more
25 percent of the amount of the

(2) Upon the written request of the recipient,
payment of pre-award costs for activities that do n
criteria
at paragraph (h)(1)(v) or (h)(1)(vi) of this sectio
determines,
in writing, that there is good cause for granting a
consideration of the following factors, as applicab

(i) Whether granting the authority would result
contribution to the goals and purposes of the CDBG

(i) Whether failure to
hardship to the recipient or beneficiaries of the a

(i) Whether granting the authority would not
violation
of a statutory provision or any other regulatory pr

(iv) Whether circumstances are clearly beyond t
control; or

(v) Any other relevant considerations.

(i) Urban Devel opnent Action Grant.

provided

h these pre-award

mpliance with the
| Review Procedures

de complies with

e time the costs

longer than the
he grant agreement
and

paid during any
than the greater of

gr ant made for that year or $300,000.

HUD may authorize
ot meet the

n, if HUD

n exception upon
le:

in a significant
program;

gr ant the authority would result in undue

ctivity;
result in a

ovision;
he recipient's

G ant assistance may be



with Urban Devel oprment Action  Grant funds, subject to the provisions

of
subpart G, for:

(1) Activities eligible for assistance under th

(2) Notwithstanding the provisions of Sec. 570.
activities as the Secretary may determine to be con
purposes of the Urban Devel oprrent Action

() Faith-based activities. (1) Organizations t
or
faith-based are eligible, on the same basis as any
to participate in the CDBG program. Neither the Fed
a
State or local government receiving funds under CDB
discriminate against an organization on the basis o
organization's
religious character or affiliation.

(2) Organizations that are directly funded unde
may not engage in inherently religious activities,
religious instruction, or proselytization, as part
services funded under this part. If an organization
activities, the activities must be offered separate
location, from the programs or services funded unde
participation must be voluntary for the beneficiari
funded
programs or services.

(3) A religious organization that participates
will retain its independence from Federal, State, a
governments,
and may continue to carry out its mission, includin
practice, and expression of its religious beliefs,
does
not use direct CDBG funds to support any inherently
activities, such as worship, religious instruction,
proselytization.

Among other things, faith-based organizations may u
facilities to provide CDBG-funded services, without
art, icons, scriptures, or other religious symbols.
CDBG-

funded religious organization retains its authority
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its internal governance, and it may retain religiou
organization's name, select its board members on a
and
include religious references in its organization's
and other governing documents.

(4) An organization that participates in the CD
not,
in providing program assistance, discriminate again
beneficiary or prospective program beneficiary on t
religion
or religious belief.

(5) CDBG funds may not be used for the acquisit
or
rehabilitation of structures to the extent that tho

is subpart; and
207, such other
sistent with the

Grant program.

hat are religious

other organization,
eral government nor

G programs shall
f the

r the CDBG program
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used for inherently religious activities. CDBG fund

the

acquisition, construction, or rehabilitation of str

extent that those structures are used for conductin
activities

under this part. Where a structure is used for both
inherently religious activities, CDBG funds may not
those portions of the acquisition, construction, or

that

are attributable to eligible activities in accordan
accounting requirements applicable to CDBG funds in
Sanctuaries, chapels, or other rooms that a CDBG-fu
congregation uses as its principal place of worship
ineligible for CDBG-funded improvements. Dispositio
after the term of the
during

s may be used for

uctures only to the
g eligible

eligible and
exceed the cost of
rehabilitation

ce with the cost
this part.

nded religious

, however, are

n of real property

gr ant , or any change in use of the property

the term of the gr ant , is subject to government-wide regulations

governing real property disposition (see 24 CFR par
(6) If a State or local government voluntarily

funds to supplement federally funded activities, th

government has the option to segregate the Federal

them. However, if the funds are commingled, this se

all

of the commingled funds.

[53 FR 34439, Sept. 6, 1988, as amended at 54 FR 47
IE;ZQ 27119, June 17, 1992; 60 FR 1943, Jan. 5, 1995;
%995; 60 FR 56910, Nov. 9, 1995; 61 FR 11476, Mar.
18674, Apr. 29, 1996; 65 FR 70215, Nov. 21, 2000; 6
3863; 69 FR 32778, June 10, 2004]

Sec. 570.201 Basic eligible activities.

CDBG funds may be used for the following activi
(a) Acquisition. Acquisition in whole or in par
or other public or private nonprofit entity, by pur
lease, donation, or otherwise, of real property (in
water rights, rights-of-way, easements, and other i
for
any public purpose, subject to the limitations of S
(b) Disposition. Disposition, through sale, lea
otherwise, of any real property acquired with CDBG
retention for public purposes, including reasonable
temporarily
managing such property or property acquired under u
provided that the proceeds from any such dispositio
income subject to the requirements set forth in Sec
(c) Public facilities and improvements. Acquisi
reconstruction, rehabilitation or installation of p
and
improvements, except as provided in Sec. 570.207(a)
the
recipient or other public or private nonprofit enti
activities under this paragraph may be directed to

ts 84 and 85).
contributes its own
e State or local
funds or commingle
ction applies to

031, Nov. 8, 1989;
60 FR 17445, Apr.

20, 1996; 61 FR
8 FR 56404, Sept.

ties:

t by the recipient,
chase, long-term
cluding air rights,
nterests therein)

ec. 570.207.
se, donation, or
funds or its
costs of

rban renewal,

n shall be program
. 570.504.

tion, construction,
ublic facilities

, carried out by

ties. (However,
the removal of



material and architectural barriers that restrict t
accessibility of elderly or severely disabled perso
facilities and improvements, including those provid
570.207(a)(1).) In undertaking such activities, des
improvements which promote energy efficiency may be
activities may also include the execution of archit
features, and similar treatments intended to enhanc
quality of facilities and improvements receiving CD
as decorative pavements, railings, sculptures, pool
fountains, and other works of art. Facilities desig
providing shelter for persons having special needs
public

facilities and not subject to the prohibition of ne
construction described in Sec. 570.207(b)(3). Such
shelters for the homeless; convalescent homes; hosp
homes;

battered spouse shelters; halfway houses for run-aw
offenders or parolees; group homes for
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mentally retarded persons and temporary housing for
In

certain cases, nonprofit entities and subrecipients
specified in Sec. 570.204 may acquire title to publ
such facilities are owned by nonprofit entities or
shall be operated so as to be open for use by the g
during

all normal hours of operation. Public facilities an
eligible for assistance under this paragraph are su
policies

in Sec. 570.200(b).

(d) Clearance activities. Clearance, demolition
buildings and improvements, including movement of s
sites. Demolition of HUD-assisted or
undertaken only with the prior approval of HUD.

(e) Public services. Provision of public servic
labor,
supplies, and materials) including but not limited
with employment, crime prevention, child care, heal
education, fair housing counseling, energy conserva
excluding the provision of income payments identifi
570.207(b)(4)), homebuyer downpayment assistance, o
needs.

To be eligible for CDBG assistance, a public servic

new service or a quantifiable increase in the level

service above that which has been provided by or on

of general local government (through funds raised b

received by the unit from the State in which it is

calendar months before the submission of the action

exception

to this requirement may be made if
the level of a service was the result of events not

of the unit of general local government.) The amoun
used

for public services shall not exceed paragraphs (e)
section, as applicable:

he mobility and
ns to public

ed for in Sec.
ign features and
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ectural design

e the aesthetic
BG assistance, such
s of water and
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itals, nursing
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of an existing
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HUD determines that any decrease in
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t of CDBG funds
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(1) The amount of CDBG funds used for public se
exceed 15 percent of each
made
under subpart D of this part, the amount shall not
of

the grant plus 15 percent of program income, as defined in S

570.500(a). For entitlement grants under subpart D
compliance is based on limiting the amount of CDBG
public service activities in each program year to a
than 15 percent of the entitlement
plus

15 percent of the program income received during th
immediately preceding program year.

(2) A recipient which obligated more CDBG funds
services
than 15 percent of its
1983 appropriations (excluding program income and a
received under Public Law 98-8), may obligate more
allowable under paragraph (e)(1) of this section, s
amount obligated in any program year does not excee

(i) For an entitlement grantee, 15% of the prog
received during the preceding program year; plus

(i) A portion of the
the highest of the following amounts:

(A) The amount determined by applying the perce
it
obligated for public services in the 1982 program y
grant
for its current program year;

(B) The amount determined by applying the perce
it
obligated for public services in the 1983 program y
grant
for its current program year;

(C) The amount of funds it obligated for public
1982
program year; or,

(D) The amount of funds it obligated for public
1983
program year.

(f) Interim assistance. (1) The following activ
undertaken on an interim basis in areas exhibiting
determinable signs of physical deterioration where
determined that immediate action is necessary to ar
deterioration and that permanent improvements will
soon as practicable:

(i) The repairing of streets, sidewalks, parks,
publicly owned utilities, and public buildings; and

(i) The execution of special garbage, trash, a
including neighborhood cleanup campaigns, but
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not the regular curbside collection of garbage or t

(2) In order to alleviate emergency conditions
public health and safety in areas where the chief e
the recipient determines that such an emergency con

rvices shall not

gr ant , except that for entittement grants

exceed 15 percent

ec.
of this part,
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gr ant made for that program year

e grantee's
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threatening the
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requires immediate resolution, CDBG funds may be us

() The activities specified in paragraph (f)(1
except for the repair of parks and playgrounds;

(ii) The clearance of streets, including snow r
activities, and

(iif) The improvement of private properties.

(3) All activities authorized under paragraph (
section
are limited to the extent necessary to alleviate em

(g) Payment of non-Federal share. Payment of th
required in connection with a Federal
as
part of CDBG activities, provided, that such paymen
to
activities otherwise eligible and in compliance wit
requirements under this subpart.

(h) Urban renewal completion. Payment of the co
urban renewal project funded under title | of the H
as
amended. Further information regarding the eligibil
is
set forth in Sec. 570.801.

(i) Relocation. Relocation payments and other a
permanently and temporarily relocated individuals f
businesses,
nonprofit organizations, and farm operations where
1)
required under the provisions of Sec. 570.606 (b) o
determined by the grantee to be appropriate under t
Sec. 570.606(d).

() Loss of rental income. Payments to housing
of
rental income incurred in holding, for temporary pe
units
to be used for the relocation of individuals and fa
program activities assisted under this part.

(k) Housing services. Housing services, as prov
105(a)(21) of the Act (42 U.S.C. 5305(a)(21)).

() Privately owned utilities. CDBG funds may b
construct, reconstruct, rehabilitate, or install th
lines
and facilities of privately owned utilities, includ
underground of new or existing distribution facilit

(m) Construction of housing. CDBG funds may be
construction of housing assisted under section 17 o
Housing Act of 1937.

(n) Homeownership assistance. CDBG funds may be
direct homeownership assistance to low- or moderate
in
accordance with section 105(a) of the Act.

(0)(1) The provision of assistance either throu
directly or through public and private organization
other subrecipients (including nonprofit and for-pr
to facilitate economic devel opnent by:

(i) Providing credit, including, but not limite
loans,
loan guarantees, and other forms of financial suppo

ed for:
) of this section,

emoval and similar

f)(2) of this

ergency conditions.
e non-Federal share

gr ant -in-aid program undertaken
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h applicable

st of completing an
ousing Act of 1949

ity of such costs
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establishment, stabilization, and expansion of micr

(i) Providing technical assistance, advice, an
services to owners of microenterprises and persons
microenterprises; and

(iiif) Providing general support, including, but
peer
support programs, counseling, child care, transport
similar services, to owners of microenterprises and
microenterprises.

(2) Services provided this paragraph (o) shall
the
restrictions on public services contained in paragr
section.

(3) For purposes of this paragraph (0), ““perso
microenterprises" means such persons who have expr
who are, or after an initial screening process are
actively working toward developing businesses, each
expected
to be a microenterprise at the time it is formed.

(4) Assistance under this paragraph (o) may als
technical assistance, or other support services to
capacity
of the recipient or subrecipient to carry out the a
this
paragraph (0).
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(p) Technical assistance. Provision of technica
public or nonprofit entities to increase the capaci
to carry out eligible neighborhood revitalization o
devel opnent activities. (The recipient must determine, prior t
provision of the assistance, that the activity for
attempting to build capacity would be eligible for
this
subpart C, and that the national objective claimed
this assistance can reasonably be expected to be me
has
received the technical assistance and undertakes th
Capacity
building for private or public entities (including
purposes may be eligible under Sec. 570.205.

(q) Assistance to institutions of higher educat
assistance by the recipient to institutions of high
the
grantee determines that such an institution has dem
capacity
to carry out eligible activities under this subpart

[53 FR 34439, Sept. 6, 1988, as amended at 53 FR 31
55 FR 29308, July 18, 1990; 57 FR 27119, June 17, 1
Jan.

5, 1995; 60 FR 56911, Nov. 9, 1995; 61 FR 18674, Ap
70215, Nov. 21, 2000; 67 FR 47213, July 17, 2002]

Sec. 570.202 Eligible rehabilitation and preservat
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(a) Types of buildings and improvements eligibl
rehabilitation
assistance. CDBG funds may be used to finance the r

(1) Privately owned buildings and improvements
purposes; improvements to a single-family residenti
is
also used as a place of business, which are require
operate
the business, need not be considered to be rehabili
commercial or industrial building, if the improveme
general benefit to the residential occupants of the

(2) Low-income public housing and other publicl
buildings and improvements;

(3) Publicly or privately owned commercial or i
buildings,
except that the rehabilitation of such buildings ow
for-
profit business is limited to improvements to the e
building and the correction of code violations (fur
to
such buildings may be undertaken pursuant to Sec. 5

(4) Nonprofit-owned nonresidential buildings an
eligible under Sec. 570.201(c); and

(5) Manufactured housing when such housing cons
communi t y's permanent housing stock.

(b) Types of assistance. CDBG funds may be used
following types of rehabilitation activities, and r
either
singly, or in combination, through the use of grant
guarantees, interest supplements, or other means fo
improvements described in paragraph (a) of this sec
rehabilitation of commercial or industrial building
described in paragraph (a)(3) of this section.

(1) Assistance to private individuals and entit
profit
making and nonprofit organizations, to acquire for
rehabilitation, and to rehabilitate properties, for
residential purposes;

(2) Labor, materials, and other costs of rehabi
properties, including repair directed toward an acc
deferred
maintenance, replacement of principal fixtures and
existing structures, installation of security devic
detectors and dead bolt locks, and renovation throu
additions to, or enhancement of existing structures
undertaken singly, or in combination;

(3) Loans for refinancing existing indebtedness
property being rehabilitated with CDBG funds if suc
determined by the recipient to be necessary or appr

the locality's communi ty devel opnent objectives;

(4) Improvements to increase the efficient use
structures through such means as installation of st
doors, siding, wall and attic insulation, and conve
modification,
or replacement of heating and cooling equipment, in
solar energy equipment;

e for

ehabilitation of:
for residential
al property which

d in order to

tation of a

nts also provide
building;

y owned residential

ndustrial
ned by a private

xterior of the
ther improvements
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cluding the use of



(5) Improvements to increase the efficient use
such
means as water savings faucets and shower heads and
leaks;
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(6) Connection of residential structures to wat
lines
or local sewer collection lines;

(7) For rehabilitation carried out with CDBG fu

(i) Initial homeowner warranty premiums;

(i) Hazard insurance premiums, except where as
provided
in the form of a grant; and

(i) Flood insurance premiums for properties ¢
Disaster Protection Act of 1973, pursuant to Sec. 5

(iv) Procedures concerning inspection and testi
abatement
of lead-based paint, pursuant to Sec. 570.608.

(8) Costs of acquiring tools to be lent to owne
others who will use such tools to carry out rehabil

(9) Rehabilitation services, such as rehabilita
energy auditing, preparation of work specifications
inspections, and other services related to assistin
contractors, and other entities, participating or s
participate
in rehabilitation activities authorized under this
section 312 of the Housing Act of 1964, as amended,
of
the Act, or under section 17 of the United States H

(10) Assistance for the rehabilitation of housi
of the United States Housing Act of 1937; and

(11) Improvements designed to remove material a
barriers that restrict the mobility and accessibili
severely disabled persons to buildings and improvem
assistance under paragraph (a) of this section.

(c) Code enforcement. Costs incurred for inspec
violations and enforcement of codes (e.g., salaries
expenses
of code enforcement inspectors and legal proceeding
including
the cost of correcting the violations) in deteriora
deteriorated
areas when such enforcement together with public or
improvements, rehabilitation, or services to be pro
expected
to arrest the decline of the area.

(d) Historic preservation. CDBG funds may be us
rehabilitation, preservation or restoration of hist
whether publicly or privately owned. Historic prope
sites
or structures that are either listed in or eligible
the
National Register of Historic Places, listed ina S
inventory of historic places, or designated as a St
landmark

of water through

repair of water

er distribution

nds, costs of:

sistance is

overed by the Flood
70.605.
ng for and

rs, tenants, and
itation;

tion counseling,

, loan processing,
g owners, tenants,
eeking to

section, under
under section 810

ousing Act of 1937;
ng under section 17

nd architectural
ty of elderly or
ents eligible for

tion for code
and related

s, but not
ting or
private

vided may be

ed for the
oric properties,
rties are those

to be listed in

tate or local
ate or local



or historic district by appropriate law or ordinanc
preservation, however, is not authorized for buildi
conduct of government.

(e) Renovation of closed buildings. CDBG funds
renovate closed buildings, such as closed school bu
an eligible public facility or to rehabilitate such
housing.

(f) Lead-based paint activities. Lead-based pai
set
forth in part 35 of this title.

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21,
60 FR 1944, Jan. 5, 1995; 60 FR 56911, Nov. 9, 1995
Sept.
15, 1999]
Sec. 570.203 Special economic devel opnent activities.
A recipient may use CDBG funds for special econ
activities in addition to other activities authoriz
which may be carried out as part of an economic
Guidelines for selecting activities to assist under
provided at Sec. 570.209. The recipient must ensure
appropriate level of public benefit will be derived
guidelines before obligating funds under this autho
activities authorized under this section do not inc
the construction of new housing. Special economic
activities
include:
(a) The acquisition, construction, reconstructi
or
installation of commercial or industrial buildings,
other real property equipment and improvements, inc
spurs
or similar extensions. Such activities may be carri
recipient or public or private nonprofit subrecipie
(b) The provision of assistance to a private fo
including, but not limited to, grants, loans, loan
interest
supplements, technical assistance, and other forms
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support, for any activity where the assistance is a

out an economic

ineligible in Sec. 570.207(a). In selecting busines

this authority, the recipient shall minimize, to th

practicable,

displacement of existing businesses and jobs in nei
(c) Economic

eligible under this section, including, but not lim

efforts to market available forms of assistance; sc

applicants; reviewing and underwriting applications

preparation of all necessary agreements; management

activities; and the screening, referral, and placem

for

e. Historic
ngs for the general

may be used to
ildings, for use as
buildings for

nt activities as

1988, as amended at

; 64 FR 50225,

omic devel opnent
ed in this subpart

devel opnent project.

this paragraph are

that the

pursuant to those

rity. Special

lude assistance for
devel opnent

on, rehabilitation

structures, and
luding railroad

ed out by the
nts.

r-profit business,
guarantees,

of

ppropriate to carry

devel opnent project, excluding those described as

ses to assist under
e extent

ghborhoods.

devel opnment services in connection with activities

ited to, outreach
reening of

for assistance;
of assisted

ent of applicants



employment opportunities generated by CDBG-eligible

devel opnent
activities, including the costs of providing necess
persons filling those positions.

[53 FR 34439, Sept. 6, 1988, as amended at 60 FR 19

Sec. 570.204 Special activities by
Organizations (CBDOS).

(a) Eligible activities. The recipient may prov
grants or loans to any CBDO qualified under this se
a
neighborhood revitalization,
conservation project. The funded project activities
listed as eligible under this subpart, and, except
paragraph (b) of this section, activities not other
eligible under this subpart. For purposes of qualif
under paragraphs (a)(1), (a)(2), and (a)(3) of this
funded
activity or activities may be considered either alo
with
other project activities either being carried out o
has been committed. For purposes of this section:

(1) Neighborhood revitalization project include
sufficient size and scope to have an impact on the
geographic location within the jurisdiction of a un
government (but not the entire jurisdiction) design
comprehensive
plans, ordinances, or other local documents as a ne
village,
or similar geographical designation; or the entire
unit of general local government which is under 25,

communi ty economic

economic

ary training for

44, Jan. 5, 1995]

Conmuni t y-Based Devel opnent

ide CDBG funds as
ction to carry out

devel opnent , or energy

may include those
as described in
wise listed as

ying as a project
section, the

ne or in concert

r for which funding
s activities of
decline of a

it of general local
ated in

ighborhood,

jurisdiction of a
000 population;

(2) Conmuni t y economic  devel opnment project includes activities

that

increase economic opportunity, principally for pers
moderate-income, or that stimulate or retain busine
jobs, including projects that include one or more s
are clearly needed to address a lack of affordable
to

existing or planned jobs and those activities speci
91.1(a)(1)(iii);

(3) Energy conservation project includes activi
energy conservation, principally for the benefit of
the
recipient's jurisdiction; and

(4) To carry out a project means that the CBDO
funded
activities directly or through contract with an ent
grantee, or through the provision of financial assi
activities
in which it retains a direct and controlling involv
responsibilities.

(b) Ineligible activities. Notwithstanding that
out
activities that are not otherwise eligible under th
section does not authorize:

ons of low- and
sses or permanent
uch activities that
housing accessible
fied at 24 CFR

ties that address
the residents of

undertakes the

ity other than the
stance for

ement and
CBDOs may carry

is subpart, this



(1) Carrying out an activity described as ineli
570.207(a);

(2) Carrying out public services that do not me
of Sec. 570.201(e), except that:

(i) Services carried out under this section tha
designed to increase economic opportunities through
placement and other employment support services, in
limited to, peer support programs, counseling, chil
transportation, and other similar services; and

(ii) Services of any type carried out under thi
to
a strategy approved by
shall not be subject to the limitations in Sec. 570
as applicable;

(3) Providing assistance to activities that wou
eligible under Sec. 570.203 that do not meet the re
570.209; or
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(4) Carrying out an activity that would otherwi
under
Sec. 570.205 or Sec. 570.206, but that would result
exceeding the spending limitation in Sec. 570.200(g
(c) Eligible CBDOs. (1) A CBDO qualifying under
organization which has the following characteristic
(i) Is an association or corporation organized
local

gible in Sec.

et the requirements
t are specifically
job training and
cluding, but not

d care,

s section pursuant

HUD under the provisions of 24 CFR 91.215(e)

201(e)(1) or (2),

Id otherwise be
quirements of Sec.

se be eligible

in the recipient's
).

this section is an

S:
under State or

law to engage in comruni ty devel opnent activities (which may include
housing and economic devel opnent activities) primarily within an

identified geographic area of operation within the
recipient, or in the case of an urban county, the |
county; and

(ii) Has as its primary purpose the improvement
economic or social environment of its geographic ar
addressing one or more critical problems of the are
attention to the needs of persons of low and modera

(iif) May be either non-profit or for-profit, p
monetary
profits to its shareholders or members must be only
operations; and

(iv) Maintains at least 51 percent of its gover
membership for low- and moderate-income residents o
area
of operation, owners or senior officers of private
other institutions located in and serving its geogr
operation, or representatives of low- and moderate-
organizations located in its geographic area of ope

(v) Is not an agency or instrumentality of the
not permit more than one-third of the membership of
to be appointed by, or to consist of, elected or ot
officials
or employees or officials of an ineligible entity (
persons may be otherwise qualified under paragraph
section); and

(vi) Except as otherwise authorized in paragrap

jurisdiction of the
urisdiction of the

of the physical,
ea of operation by
a, with particular
te income; and
rovided any

incidental to its

ning body's
f its geographic

establishments and
aphic area of

income neighborhood
ration; and

recipient and does

its governing body
her public

even though such
(c)(1)(iv) of this

h (c)(1)(v) of this



section, requires the members of its governing body
and

approved by the general membership of the organizat
permanent governing body; and

(vii) Is not subject to requirements under whic
to the recipient upon dissolution; and

(viii) Is free to contract for goods and servic
its own choosing.

(2) A CBDO that does not meet the criteria in p
this section may also qualify as an eligible entity
if it meets one of the following requirements:

(i) Is an entity organized pursuant to section
Business Investment Act of 1958 (15 U.S.C. 681(d)),
which are profit making; or

(i) Is an SBA approved Section 501 State

to be nominated
ion, or by its

h its assets revert
es from vendors of

aragraph (c)(1) of
under this section

301(d) of the Small
including those

Devel opment Company or

Section 502 Local Devel oprment Company, or an SBA Certified Section 503
Company under the Small Business Investment Act of 1958, as amended,;
or

(i) Is a Conmuni t y Housing  Devel opnent Organization (CHDO) under

24 CFR 92.2, designated as a CHDO by the HOME Inves

program participating jurisdiction, with a geograph

operation

of no more than one neighborhood, and has received

CFR 92.300 or is expected to receive HOME funds as

documented in accordance with 24 CFR 92.300(e).
(3) A CBDO that does not qualify under paragrap

this section may also be determined to qualify as a

under this section if the recipient demonstrates to

of

HUD, through the provision of information regarding th

charter and by-laws, that the organization is suffi

purpose, function, and scope to those entities qual

paragraph (c)(1) or (2) of this section.

[60 FR 1944, Jan. 5, 1995]

Sec. 570.205 Eligible planning, urban environmenta

policy-
planning-management-capacity building act

(a) Planning activities which consist of all co
gathering, studies, analysis, and preparation of pl
identification of actions that will implement such
but
not limited to:

(1) Comprehensive plans;

(2) Conmuni ty devel opnent plans;
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(3) Functional plans, in areas such as:
(i) Housing, including the

(i) Land use and urban environmental design;

(iii) Economic devel opment ;

(iv) Open space and recreation;

(v) Energy use and conservation;

(vi) Floodplain and wetlands management in acco

tment Partnerships
ic area of

HOME funds under 24
described in and

h (c)(1) or (2) of
n eligible entity
the satisfaction

e organization's

ciently similar in
ifying under

| design and
ivities.
sts of data

ans and the
plans, including,

devel opnent of a consolidated plan;

rdance with the



requirements of Executive Orders 11988 and 11990;

(vii) Transportation;
(viii) Utilities; and

(ix) Historic preservation.

(4) Other plans and studies such as:

(i) Small area and neighborhood plans;

(ii) Capital improvements programs;

(i) Individual project plans (but excluding e

design

costs related to a specific activity which are elig

cost of such activity under Sec. Sec. 570.201-570.2
(iv) The reasonable costs of general environmen
environmental design and historic preservation stud
necessary to comply with 24 CFR part 58, including
environmental assessments and clearances for activi
assistance under this part, are eligible as part of
activities under Sec. Sec. 570.201-570.204. Costs f
assessments and clearances may also be incurred und

but

would then be considered planning costs for the pur

570.200(g);

(v) Strategies and action programs to implement

the

devel opnent of codes, ordinances and regulations;
(vi) Support of clearinghouse functions, such a

in

Executive Order 12372; and
(vii) Analysis of impediments to fair housing c
(6) Policy--planning--management--capacity buil

which

will enable the recipient to:

(1) Determine its needs;

(2) Set long-term goals and short-term objectiv
related to urban environmental design;

(3) Devise programs and activities to meet thes

objectives;

(4) Evaluate the progress of such programs and
accomplishing these goals and objectives; and
(5) Carry out management, coordination and moni

activities

necessary for effective planning implementation, bu

costs

necessary to implement such plans.

[53 FR 34439, Sept. 6, 1988, as amended at 56 FR 56
60 FR 1915, Jan. 5, 1995]

Sec. 570.206 Program administrative costs.

Payment of reasonable administrative costs and
related to the planning and execution of

activities assisted in whole or in part with funds
part and, where applicable, housing activities (des
(9) of this section) covered in the recipient's hou

plan.

This does not include staff and overhead costs dire
carrying out activities eligible under Sec. 570.201

communi ty

ngineering and

ible as part of the
04);

tal, urban

ies. However, costs
project specific

ties eligible for

the cost of such

or such specific

er this paragraph

poses of Sec.

plans, including

s those specified

hoice.
ding activities

es, including those
e goals and
activities in

toring of

t excluding the

127, Oct. 31, 1991,

carrying charges
devel opnent
provided under this
cribed in paragraph
sing assistance

ctly related to
through Sec.



570.204, since those costs are eligible as part of

(a) General management, oversight and coordinat
costs
of overall program management, coordination, monito
evaluation.
Such costs include, but are not necessarily limited
expenditures for the following:

(1) Salaries, wages, and related costs of the r
the
staff of local public agencies, or other staff enga
administration. In charging costs to this category
either include the entire salary, wages, and relate
to
the program of each person whose primary responsibi
to
the program involve program administration assignme
rata
share of the salary, wages, and related costs of ea
includes any program administration assignments. Th
only one of these methods during the program year (
for grants under subpart F). Program administration
following types of assignments:

(i) Providing local officials and citizens with
the program;
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(ii) Preparing program budgets and schedules, a
thereto;

(iii) Developing systems for assuring complianc
requirements;

(iv) Developing interagency agreements and agre
subrecipients and contractors to carry out program

(v) Monitoring program activities for progress
program requirements;

(vi) Preparing reports and other documents rela

for submission to HUD,
(vii) Coordinating the resolution of audit and
findings;

(viii) Evaluating program results against state

(ix) Managing or supervising persons whose prim
responsibilities
with regard to the program include such assignments
in paragraph (a)(1)(i) through (viii) of this secti

(2) Travel costs incurred for official business
the
program;

(3) Administrative services performed under thi
or
agreements, including such services as general lega
accounting services, and audit services; and

(4) Other costs for goods and services required
of the program, including such goods and services a
purchase
of equipment, insurance, utilities, office supplies
maintenance (but not purchase) of office space.

(b) Public information. The provisions of infor

such activities.
ion. Reasonable

ring, and

to, necessary
ecipient's staff,

ged in program

the recipient may

d costs allocable
lities with regard

nts, or the pro

ch person whose job
e recipient may use
orthe grant period

includes the

information about

nd amendments

e with program
ements with
activities;

and compliance with
ted to the program

monitoring

d objectives; and
ary

as those described
on.

in carrying out

rd party contracts

| services,

for administration
s rental or

, and rental and

mation and other



resources to residents and citizen organizations pa
planning, implementation, or assessment of activiti
with CDBG funds.

(c) Fair housing activities. Provision of fair
designed to further the fair housing objectives of
Act
(42 U.S.C. 3601-20) by making all persons, without
color, religion, sex, national origin, familial sta
aware of the range of housing opportunities availab
fair housing enforcement, education, and outreach a
other
activities designed to further the housing objectiv
concentrations of assisted persons in areas contain
proportion
of low and moderate income persons.

(d) [Reserved]

(e) Indirect costs. Indirect costs may be charg
program under a cost allocation plan prepared in ac
Circular A-21, A-87, or A-122 as applicable.

() Submission of applications for federal prog
of
documents required for submission to
CDBG
and UDAG programs. In addition, CDBG funds may be u
applications for other Federal programs where the r
that such activities are necessary or appropriate t
conmmuni ty devel opnent objectives.

(g) Administrative expenses to facilitate housi
be
used for necessary administrative expenses in plann
financing for housing as follows: for entitlement r
assistance
authorized by this paragraph is limited to units wh
in
the recipient's HUD approved housing assistance plan; for
administered small cities recipients, assistance au
paragraph is limited to facilitating the purchase o
existing units which are to be occupied by low and
households, or the construction of rental or owner
least
20 percent of the units in each project will be occ
rents/costs by low and moderate income persons. Exa
actions are as follows:

(1) The cost of conducting preliminary surveys
market needs;

(2) Site and utility plans, narrative descripti
construction, preliminary cost estimates, urban des
and “sketch drawings," but excluding architectura
other details ordinarily required for construction
structural, electrical, plumbing, and mechanical de

(3) Reasonable costs associated with
for
mortgage and insured loan commitments, including co
of
applications and proposals under the Section 8 Hous
Payments

rticipating in the
es being assisted

housing services
the Fair Housing

regard to race,
tus or handicap,
le to them; other
ctivities; and

e of avoiding undue
ing a high

ed to the CDBG
cordance with OMB

rams. Preparation

HUD to receive funds under the

sed to prepare
ecipient determines
0 achieve its

ng. CDBG funds may

ing or obtaining
ecipients,

ich are identified

HUD-
thorized by the
r occupancy of
moderate income
units where at

upied at affordable
mples of eligible

and analysis of

ons of the proposed
ign documentation,
I, engineering, and
purposes, such as
tails;

devel opnent of applications

mmitment fees, and

ing Assistance
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Program pursuant to 24 CFR parts 880-883;
(4) Fees associated with processing of applicat
or
insured loan commitments under programs including t
by
HUD, Farmers Home Administration (FmHA), Federal Natio
Association (FNMA), and the Government National Mor
(GNMA);
(5) The cost of issuance and administration of
bonds used to finance the acquisition, rehabilitati
of
housing, but excluding costs associated with the pa
of
the principal or interest on such bonds; and
(6) Special outreach activities which result in
participation in Section 8 Housing Assistance Payme
Existing
Housing or similar programs for low and moderate in
(h) Section 17 of the United States Housing Act
Reasonable
costs equivalent to those described in paragraphs (
(®

of this section for overall program management of t

ions for mortgage
hose administered

nal Mortgage
tgage Association

mortgage revenue
on or construction

yment or guarantee
greater landlord
nts Program-

come persons.
of 1937.

a), (b), (e) and

he Rental

Rehabilitation and Housing Devel opnent programs authorized under

section
17 of the United States Housing Act of 1937, whethe
activities are otherwise assisted with funds provid

(i) Whether or not such activities are otherwis
provided under this part, reasonable costs equivale
described
in paragraphs (a), (b), (e), and (f) of this sectio
program
management of:

(1) A Federally designated Empowerment Zone or
Conmuni ty;
and

(2) The HOME program under title Il of the Cran
National Affordable Housing Act (42 U.S.C. 12701 no

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21,
54 FR 37411, Sept. 8, 1989; 60 FR 56912, Nov. 9, 19
June

10, 2004]

Sec. 570.207 Ineligible activities.

The general rule is that any activity that is n
the provisions of Sec. Sec. 570.201-570.206 is inel
assisted with CDBG funds. This section identifies s
that are ineligible and provides guidance in determ
eligibility
of other activities frequently associated with hous
devel opment .

(a) The following activities may not be assiste

(1) Buildings or portions thereof, used for the

r or not such

ed under this part.
e assisted by funds
nt to those

n for overall

Enterprise

ston-Gonzalez
te).

1988, as amended at
95; 69 FR 32778,

ot authorized under
igible to be

pecific activities
ining the

ingand comunity

d with CDBG funds:
general conduct of



government as defined at Sec. 570.3(d) cannot be as
funds. This does not include, however, the removal
barriers under Sec. 570.201(c) involving any such b
where

acquisition of real property includes an existing i

to be used in the provision of a building for the g
government, the portion of the acquisition cost att
land

is eligible, provided such acquisition meets a nati
described in Sec. 570.208.

(2) General government expenses. Except as othe
authorized in this subpart or under OMB Circular A-
required
to carry out the regular responsibilities of the un
government are not eligible for assistance under th

(3) Political activities. CDBG funds shall not
the use of facilities or equipment for political pu
in other partisan political activities, such as can
voter
transportation, or voter registration. However, a f
assisted with CDBG funds may be used on an incident
political meetings, candidate forums, or voter regi
provided that all parties and organizations have ac
facility
on an equal basis, and are assessed equal rent or u

(b) The following activites may not be assisted
unless authorized under provisions of Sec. 570.203
specifically noted herein or when carried out by a
provisions of Sec. 570.204.

(1) Purchase of equipment. The purchase of equi
funds
is generally ineligible.

(i) Construction equipment. The purchase of con
is ineligible, but compensation for the use of such
leasing, depreciation, or use allowances pursuant t
21,

A-87 or A-122 as
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applicable for an otherwise eligible activity is an
CDBG
funds. However, the purchase of construction equipm
of a solid waste disposal facility is eligible unde

(ii) Fire protection equipment. Fire protection
considered for this purpose to be an integral part
facility
and thus, purchase of such equipment would be eligi
570.201(c).

(iiif) Furnishings and personal property. The pu
equipment,
fixtures, motor vehicles, furnishings, or other per
an
integral structural fixture is generally ineligible
used, however, to purchase or to pay depreciation o
(in
accordance with OMB Circular A-21, A-87 or A-122, a

sisted with CDBG
of architectural
uilding. Also,

mprovement which is
eneral conduct of
ributable to the

onal objective

rwise specifically
87, expenses

it of general local

is part.

be used to finance
rposes or to engage
didate forums,

acility originally

al basis to hold
stration campaigns,
cess to the

se charges, if any.
with CDBG funds
or as otherwise
entity under the
pment with CDBG
struction equipment

equipment through
o0 OMB Circulars A-

eligible use of
ent for use as part
r Sec. 570.201(c).
equipment is

of a public

ble under Sec.
rchase of

sonal property not

. CDBG funds may be
r use allowances

s applicable) for



such items when necessary for use by a recipient or
in

the administration of activities assisted with CDBG
eligible as fire fighting equipment, or when such i

or part of a public service pursuant to Sec. 570.20

(2) Operating and maintenance expenses. The gen
any
expense associated with repairing, operating or mai
facilities, improvements and services is ineligible
exceptions
to this general rule are operating and maintenance
with public service activities, interim assistance,
for
program staff employed in carrying out the CDBG pro
the use of CDBG funds to pay the allocable costs of
maintaining a facility used in providing a public s
eligible under Sec. 570.201(e), even if no other co
such a service are assisted with such funds. Exampl
operating and maintenance expenses are:

(i) Maintenance and repair of publicly owned st
playgrounds, water and sewer facilities, neighborho
senior
centers, centers for persons with a disabilities, p
public facilities and improvements. Examples of mai
activities for which CDBG funds may not be used inc
pot holes in streets, repairing of cracks in sidewa
recreational areas, and the replacement of expended
bulbs;
and

(i) Payment of salaries for staff, utility cos
expenses necessary for the operation of public work

(3) New housing construction. For the purpose o

its subrecipients

funds, or when
tems constitute all
1(e).

eral rule is that

ntaining public
. Specific

expenses associated
and office space

gram. For example,
operating and
ervice would be

sts of providing

es of ineligible

reets, parks,
od facilities,

arking and other
ntenance and repair
lude the filling of
Iks, the mowing of
street light

ts and similar
s and facilities.
f this paragraph,

activities in support of the devel opnent of low or moderate income

housing including clearance, site assemblage, provi
improvements and provision of public improvements a
pre-construction costs set forth in Sec. 570.206(g)
considered
as activities to subsidize or assist new residentia
CDBG
funds may not be used for the construction of new p
residential
structures or for any program to subsidize or assis
construction, except:
(i) As provided under the last resort housing p
in 24 CFR part 42;
(ii) As authorized under Sec. 570.201(m) or (n)
(iif) When carried out by an entity pursuant to
(4) Income payments. The general rule is that C
be
used for income payments. For purposes of the CDBG
payments" means a series of subsistence-type
an
individual or family for items such as food, clothi
or
mortgage), or utilities, but excludes emergency
over

sion of site

nd certain housing

, are not

| construction.
ermanent

t such new
rovisions set forth
Sec. 570.204(a);
DBG funds may not

program, “‘income
gr ant payments made to

ng, housing (rent

gr ant payments made



a period of up to three consecutive months to the p
items
or services on behalf of an individual or family.

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21,
60 FR 1945, Jan. 5, 1995; 60 FR 56912, Nov. 9, 1995
21, 2000]

Sec. 570.208 Criteria for national objectives.

The following criteria shall be used to determi
assisted activity complies with one or more of the
as required under Sec. 570.200(a)(2):

(a) Activities benefiting low- and moderate-inc
Activities meeting the criteria in paragraph (a) (1
of this section as applicable, will
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be considered to benefit low and moderate income pe
is
substantial evidence to the contrary. In assessing
the full range of direct effects of the assisted ac
considered. (The recipient shall appropriately ensu
that meet these criteria do not benefit moderate in
exclusion of low income persons.)

(1) Area benefit activities. (i) An activity, t
which
are available to all the residents in a particular
least
51 percent of the residents are low and moderate in
an
area need not be coterminous with census tracts or
recognized boundaries but must be the entire area s
activity. An activity that serves an area that is n
residential in character shall not qualify under th

(ii) For metropolitan cities and urban counties
would otherwise qualify under Sec. 570.208(a)(1)(i)
area served contains less than 51 percent low and m
residents will also be considered to meet the objec
low and moderate income persons where the proportio
moderate
income persons in the area is within the highest qu
in the recipient's jurisdiction in terms of the deg
concentration
of such persons. In applying this exception,
lowest proportion a recipient may use to qualify an
purpose as follows:

rovider of such

1988, as amended at
;65 FR 70215, Nov.

ne whether a CDBG-
national objectives

ome persons.

), (2), (3), or (4)

rsons unless there

any such evidence,
tivity will be

re that activities
come persons to the

he benefits of
area, where at
come persons. Such

other officially
erved by the
ot primarily

is criterion.

, an activity that
except that the
oderate income
tive of benefiting

n of low and

artile of all areas
ree of

HUD will determine the

area for this

(A) All census bl ock groups in the recipient's jurisdiction shall

be

rank ordered from the
moderate income persons to the
counties, the rank ordering shall cover the entire
the

urban county and shall not be done separately for e
unit of general local government.

bl ock group of highest proportion of low and
bl ock group with the lowest. For urban

area constituting

ach participating



(B) In any case where the total number of a rec
groups
does not divide evenly by four, the
fractionally divided between the highest and second
considered to be part of the highest quatrtile.

(C) The proportion of low and moderate income p
census bl ock group in the highest quartile shall be identified.
service area located within the recipient's jurisdi
proportion of low and moderate income persons at or
shall be considered to be within the highest quarti

(D) If bl ock group data are not available for the entire
jurisdiction, other data acceptable to the Secretar
the
above calculations.

(iii) An activity to develop, establish, and op
years after the establishment of, a uniform emergen
system serving an area having less than the percent
moderate-income residents required under paragraph
section or (as applicable) paragraph (a)(2)(ii) of
provided the recipient obtains prior
approval, the recipient must:

(A) Demonstrate that the system will contribute
the
safety of the residents of the area. The request fo
include a list of the emergency services that will
emergency telephone number system;

(B) Submit information that serves as a basis f
whether at least 51 percent of the use of the syste
and
moderate-income persons. As available, the recipien
information that identifies the total number of cal
received
over the preceding 12-month period for each of the
to
be covered by the emergency telephone number system
calls to the geographic segment (expressed as nearl
terms of census tracts, bl ock numbering areas,
combinations thereof that are contained within the
service area from which the calls were generated. |
data
to meet the requirements of this section,
distribution of income among the callers generally
characteristics of the general population residing
geographic area where the callers reside. If
users have primarily consisted of low-
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and moderate-income persons, no further submission
recipient. If a recipient plans to make other submi
purpose, it may request that
expending the effort to acquire the information it
make its case;

(C) Demonstrate that other Federal funds receiv
are insufficient or unavailable for a uniform emerg
number
system. For this purpose, the recipient must submit

ipient's bl ock

bl ock group which would be
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explaining whether the lack of funds is due to the
the
amount of the available funds, restrictions on the
or
the prior commitment of funds by the recipient for

(D) Demonstrate that the percentage of the tota
system
paid for by CDBG funds does not exceed the percenta
moderate-income persons in the service area of the
purpose, the recipient must include a description o
the service area of the emergency telephone number
divisions that fall within the boundaries of the se

insufficiency of
use of such funds,

other purposes; and
| costs of the

ge of low- and
system. For this

f the boundaries of
system, the census
rvice area (census

tracts or bl ock numbering areas), the total number of persons and

total number of low- and moderate-income persons wi
division, the percentage of low- and moderate-incom
the
service area, and the total cost of the system.

(iv) An activity for which the assistance to a
that provides benefits to all the residents of an a
paying special assessments (as defined in Sec. 570.
against residential properties owned and occupied b
and
moderate income.

(v) For purposes of determining qualification u
criterion,
activities of the same type that serve different ar
considered separately on the basis of their individ

(vi) In determining whether there is a sufficie
percentage
of low- and moderate-income persons residing in the
activity to qualify under paragraph (a)(1) (i), (ii
section, the most recently available decennial cens
be used to the fullest extent feasible, together wi
income limits that would have applied at the time t
information
was collected by the Census Bureau. Recipients that
census data does not reflect current relative incom
area,
or where census boundaries do not coincide sufficie
service area of an activity, may conduct (or have ¢
survey of the residents of the area to determine th
persons that are low and moderate income.
obtained through such surveys, to be used in lieu o
census data, where it determines that the survey wa
a
manner that the results meet standards of statistic
are comparable to that of the decennial census data
similar
size. Where there is substantial evidence that prov
to
believe that the use of the decennial census data w
overstate the proportion of persons residing there

moderate income, HUD may require that the recipient rebut such

evidence

in order to demonstrate compliance with section 105
(vii) Activities meeting the requirements of pa

of

thin each census
e persons within

public improvement
rea is limited to
200(c)) levied

y persons of low

nder this

eas will be
ual service area.
ntly large
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), or (vii) of this
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(c)(2) of the Act.
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this section may be considered to qualify under thi
provided

that the area covered by the strategy is either a F
Empowerment Zone or Enterprise
contains a percentage of low- and moderate-income r
less than the percentage computed by

(a)(2)(ii) of this section or 70 percent, whichever
event less than 51 percent. Activities meeting the
paragraph (d)(6)(i) of this section may also be con
under paragraph (a)(1) of this section.

(2) Limited clientele activities. (i) An activi
limited clientele, at least 51 percent of whom are
income persons. (The following kinds of activities
under
paragraph (a)(2) of this section: activities, the b
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which are available to all the residents of an area
involving the acquisition, construction or rehabili
for housing; or activities where the benefit to low
income
persons to be considered is the creation or retenti
as
provided in paragraph (a)(2)(iv) of this section.)
paragraph (a)(2) of this section, the activity must
following tests:
(A) Benefit a clientele who are generally presu
principally
low and moderate income persons. Activities that ex
group of persons in any one or a combination of the
categories
may be presumed to benefit persons, 51 percent of w
moderate-income: abused children, battered spouses,
adults meeting the Bureau of the Census' Current Po
definition of ““severely disabled," homeless perso
adults, persons living with AIDS, and migrant farm
(B) Require information on family size and inco
evident that at least 51 percent of the clientele a
family income does not exceed the low and moderate
(C) Have income eligibility requirements which
exclusively to low and moderate income persons; or
(D) Be of such nature and be in such location t
concluded that the activity's clientele will primar
moderate income persons.
(ii) An activity that serves to remove material
barriers to the mobility or accessibility of elderl
adults meeting the Bureau of the Census' Current Po
definition of “severely disabled" will be presume
this criterion if it is restricted, to the extent p
removal of such barriers by assisting:
(A) The reconstruction of a public facility or
portion thereof, that does not qualify under paragr
section;
(B) The rehabilitation of a privately owned non
building
or improvement that does not qualify under paragrap

s paragraph,
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this section; or

(C) The rehabilitation of the common areas of a
structure that contains more than one dwelling unit
qualify under paragraph (a)(3) of this section.

(iii) A microenterprise assistance activity car
accordance with the provisions of Sec. 570.201(0) w
those
owners of microenterprises and persons developing m
assisted under the activity during each program yea
moderate-income persons. For purposes of this parag
determined to be low and moderate income may be pre
to
qualify as such for up to a three-year period.

(iv) An activity designed to provide job traini
and/
or other employment support services, including, bu
peer support programs, counseling, child care, tran
other
similar services, in which the percentage of low- a
persons assisted is less than 51 percent may qualif
paragraph in the following limited circumstance:

(A) In such cases where such training or provis
services assists business(es), the only use of CDBG
project is to provide the job training and/or suppo

(B) The proportion of the total cost of the pro
funds is no greater than the proportion of the tota
assisted who are low or moderate income.

(3) Housing activities. An eligible activity ca
purpose of providing or improving permanent residen
which, upon completion, will be occupied by low- an
households. This would include, but not necessarily
acquisition or rehabilitation of property by the re
subrecipient, a developer, an individual homebuyer,
homeowner; conversion of honresidential structures;
construction. If the structure contains two dwellin
one
must be so occupied, and if the structure contains
dwelling units, at least
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51 percent of the units must be so occupied. Where
buildings being assisted are or will be located on
contiguous properties, and the buildings will be un
ownership

and management, the grouped buildings may be consid
purpose

as a single structure. Where housing activities bei
the

requirements of paragraph Sec. 570.208 (d)(5)(ii) o
this

section, all such housing may also be considered fo
single structure. For rental housing, occupancy by
income households must be at affordable rents to qu
criterion. The recipient shall adopt and make publi
determining ““affordable rents" for this purpose.

also qualify under this criterion:
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(i) When less than 51 percent of the units in a
occupied by low and moderate income households, CDB
provided in the following limited circumstances:

(A) The assistance is for an eligible activity
devel opnent cost of the new construction of a multifamily, non
rental housing project;

(B) Not less than 20 percent of the units will
and moderate income households at affordable rents;

(C) The proportion of the total cost of develop
be
borne by CDBG funds is no greater than the proporti
project that will be occupied by low and moderate i

(ii) When CDBG funds are used to assist rehabil
under Sec. 570.202(b)(9) or (10) in direct support
Rental Rehabilitation program authorized under 24 C
funds shall be considered to benefit low and modera
where not less than 51 percent of the units assiste
assisted,
by the recipient's Rental Rehabilitation program ov
and
moderate income persons.

(iif) When CDBG funds are used for housing serv
Sec. 570.201(k), such funds shall be considered to
moderate-income persons if the housing units for wh
are
provided are HOME-assisted and the requirements at
92.254 are met.

(4) Job creation or retention activities. An ac
create or retain permanent jobs where at least 51 p
computed on a full time equivalent basis, involve t
low-
and moderate-income persons. To qualify under this
activity must meet the following criteria:

(i) For an activity that creates jobs, the reci
that at least 51 percent of the jobs will be held b
available to, low- and moderate-income persons.

(ii) For an activity that retains jobs, the rec
document
that the jobs would actually be lost without the CD
that either or both of the following conditions app
at
least 51 percent of the jobs at the time the CDBG a
provided:

(A) The job is known to be held by a low- or mo
person;
or

(B) The job can reasonably be expected to turn
following two years and that steps will be taken to
will
be filled by, or made available to, a low- or moder
upon turnover.

(i) Jobs that are not held or filled by a low
income
person may be considered to be available to low- an
persons for these purposes only if:

(A) Special skills that can only be acquired wi
training or work experience or education beyond hig

structure will be
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prerequisite to fill such jobs, or the business agr ees to hire
unqualified persons and provide training; and

(B) The recipient and the assisted business tak e actions to ensure
that low- and moderate-income persons receive first consideration for
filling such jobs.

(iv) For purposes of determining whether a job is held by or made
available to a low- or moderate-income person, the person may be
presumed to be a low- or moderate-income person if:

(A) He/she resides within a census tract (or bl ock numbering area)

that either:
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(1) Meets the requirements of paragraph (a)(4)( v) of this section;
or

(2) Has at least 70 percent of its residents wh o are low- and
moderate-income persons; or

(B) The assisted business is located within a ¢ ensus tract (or
bl ock
numbering area) that meets the requirements of para graph (a)(4)(v) of
this section and the job under consideration is to be located within
that census tract.

(v) A census tract (or bl ock numbering area) qualifies for the
presumptions permitted under paragraphs (a)(4)(iv)( A)(1) and (B) of
this
section if it is either part of a Federally-designa ted Empowerment
Zone
or Enterprise Conmruni t y or meets the following criteria:

(A) It has a poverty rate of at least 20 percen t as determined by
the most recently available decennial census inform ation;

(B) It does not include any portion of a centra | business
district,
as this term is used in the most recent Census of R etail Trade, unless
the tract has a poverty rate of at least 30 percent as determined by
the
most recently available decennial census informatio n; and

(C) It evidences pervasive poverty and general distress by meeting
at least one of the following standards:

) All bl ock groups in the census tract have poverty rates of a
least 20 percent;

(2) The specific activity being undertaken is | ocated in a bl ock
group that has a poverty rate of at least 20 percen t; or

(3) Upon the written request of the recipient, HUD determines that
the census tract exhibits other objectively determi nable signs of
general distress such as high incidence of crime, n arcotics use,
homelessness, abandoned housing, and deteriorated i nfrastructure or
substantial population decline.

(vi) As a general rule, each assisted business shall be considered
to be a separate activity for purposes of determini ng whether the
activity qualifies under this paragraph, except:

(A) In certain cases such as where CDBG funds a re used to acquire,
develop or improve a real property (e.g., a busines s incubator or an
industrial park) the requirement may be met by meas uring jobs in the
aggregate for all the businesses which locate on th e property,
provided
such businesses are not otherwise assisted by CDBG funds.

(B) Where CDBG funds are used to pay for the st aff and overhead



costs of an entity making loans to businesses exclu
CDBG

funds, this requirement may be met by aggregating t
all of the businesses receiving loans during each p

(C) Where CDBG funds are used by a recipient or
provide technical assistance to businesses, this re
met
by aggregating the jobs created or retained by all
receiving technical assistance during each program

(D) Where CDBG funds are used for activities me
listed at Sec. 570.209(b)(2)(v), this requirement m
aggregating the jobs created or retained by all bus
CDBG assistance is obligated for such activities du
year, except as provided at paragraph (d)(7) of thi

(E) Where CDBG funds are used by a
Institution to carry out activities for the purpose
retaining jobs, this requirement may be met by aggr
created or retained by all businesses for which CDB
obligated for such activities during the program ye
provided at paragraph (d)(7) of this section.

(F) Where CDBG funds are used for public facili
improvements
which will result in the creation or retention of
one
business, this requirement may be met by aggregatin
or
retained by all such businesses as a result of the
improvement.

(1) Where the public facility or improvement is
principally for the benefit of one or more particul
where other businesses might also benefit from the
the requirement may be met by aggregating only the
retained by those businesses for which the facility
principally undertaken, provided that
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the cost (in CDBG funds) for the facility/improveme
$10,000 per permanent full-time equivalent job to b
retained
by those businesses.

(2) In any case where the cost per job to be cr
(as
determined under paragraph (a)(4)(vi)(F)(1) of this
$10,000
or more, the requirement must be met by aggregating
or
retained as a result of the public facility or impr
businesses in the service area of the facility/impr
aggregation must include businesses which, as a res
facility/improvement, locate or expand in the servi
facility/improvement between the date the recipient
activity in its action plan under part 91 of this t
one
year after the physical completion of the facility/
addition, the assisted activity must comply with th
standards at Sec. 570.209(b).
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(b) Activities which aid in the prevention or e
or blight. Activities meeting one or more of the fo
in
the absence of substantial evidence to the contrary
considered
to aid in the prevention or elimination of slums or

(1) Activities to address slums or blight on an
activity will be considered to address prevention o
slums or blight in an area if:

(i) The area, delineated by the recipient, meet
slum, blighted, deteriorated or deteriorating area
local
law;

(i) Throughout the area there is a substantial
deteriorated or deteriorating buildings or the publ
in a general state of deterioration;

(iif) Documentation is maintained by the recipi
boundaries
of the area and the condition which qualified the a
its designation; and

(iv) The assisted activity addresses one or mor
which contributed to the deterioration of the area.
residential buildings carried out in an area meetin
requirements will be considered to address the area
only
where each such building rehabilitated is considere
local definition before rehabilitation, and all def
building substandard have been eliminated if less ¢
building is undertaken. At a minimum, the local def
purpose must be such that buildings that it would r
would also fail to meet the housing quality standar
8
Housing Assistance Payments Program-Existing Housin

(2) Activities to address slums or blight on a
Acquisition, clearance, relocation, historic preser
rehabilitation activities which eliminate specific
blight
or physical decay on a spot basis not located in a
area
will meet this objective. Under this criterion, reh
limited to the extent necessary to eliminate specif
detrimental to public health and safety.

(3) Activities to address slums or blight in an
area.

An activity will be considered to address preventio
slums or blight in an urban renewal area if the act

(i) Located within an urban renewal project are
Devel oprment Program (NDP) action area; i.e., an area in which
activities were authorized under an urban renewal L
Agreement or an annual NDP Funding Agreement, pursu
the
Housing Act of 1949; and

(i) Necessary to complete the urban renewal pl
effect, including initial land redevelopment permit

Note: Despite the restrictions in (b) (1) and (
any rehabilitation activity which benefits low and
persons pursuant to paragraph (a)(3) of this sectio

limination of slums
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without regard to the area in which it is located o r the extent or
nature of rehabilitation assisted.

(c) Activities designed to meet communi ty devel opnent needs having
a
particular urgency. In the absence of substantial e vidence to the
contrary, an activity will be considered to address this objective if

the recipient certifies
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that the activity is designed to alleviate existing conditions which
pose a serious and immediate threat to the health o r welfare of the
communi t y which are of recent origin or which recently becam e urgent,
that the recipient is unable to finance the activit y on its own, and
that other sources of funding are not available. A condition will
generally be considered to be of recent origin if i t developed or
became

critical within 18 months preceding the certificati on by the

recipient.

(d) Additional criteria. (1) Where the assisted activity is
acquisition of real property, a preliminary determi nation of whether
the
activity addresses a national objective may be base d on the planned
use
of the property after acquisition. A final determin ation shall be
based
on the actual use of the property, excluding any sh ort-term, temporary
use. Where the acquisition is for the purpose of cl earance which will
eliminate specific conditions of blight or physical decay, the
clearance
activity shall be considered the actual use of the property. However,
any subsequent use or disposition of the cleared pr operty shall be
treated as a ““change of use" under Sec. 570.505.

(2) Where the assisted activity is relocation a ssistance that the
recipient is required to provide, such relocation a ssistance shall be
considered to address the same national objective a s is addressed by
the
displacing activity. Where the relocation assistanc e is voluntary on
the
part of the grantee the recipient may qualify the a ssistance either on
the basis of the national objective addressed by th e displacing
activity
or on the basis that the recipients of the relocati on assistance are
low
and moderate income persons.

(3) In any case where the activity undertaken f or the purpose of
creating or retaining jobs is a public improvement and the area served
is primarily residential, the activity must meet th e requirements of
paragraph (a)(1) of this section as well as those o f paragraph (a)(4)
of
this section in order to qualify as benefiting low and moderate income
persons.

(4) CDBG funds expended for planning and admini strative costs
under
Sec. 570.205 and Sec. 570.206 will be considered to address the

national objectives.



(5) Where the grantee has elected to prepare an
revitalization
strategy pursuant to the authority of Sec. 91.215(e
HUD has approved the strategy, the grantee may also el
following
options:

(i) Activities undertaken pursuant to the strat
of creating or retaining jobs may, at the option of
considered to meet the requirements of this paragra
criteria
at paragraph (a)(1)(vii) of this section in lieu of
paragraph (a)(4) of this section; and

(ii) All housing activities in the area for whi
strategy, CDBG assistance is obligated during the p
considered to be a single structure for purposes of
criteria at paragraph (a)(3) of this section.

(6) Where CDBG-assisted activities are carried

Devel oprent Financial Institution whose charter limits its inv

area to a primarily residential area consisting of
low- and moderate-income persons, the grantee may a
following options:

(i) Activities carried out by the
Institution for the purpose of creating or retainin
option of the grantee, be considered to meet the re
paragraph under the criteria at paragraph (a)(1)(vi
in
lieu of the criteria at paragraph (a)(4) of this se

(ii) All housing activities for which the
Financial Institution obligates CDBG assistance dur
year
may be considered to be a single structure for purp
the
criteria at paragraph (a)(3) of this section.

(7) Where an activity meeting the criteria at S
570.209(b)(2)(v)
may also meet the requirements of either paragraph
(d)(6)(i) of this section, the grantee may elect to
activity
under either the area benefit criteria at paragraph
this
section or the job aggregation criteria at paragrap
this section, but not both. Where an activity may m
aggregation criteria at both paragraphs (a)(4)(vi)(
section, the grantee may elect
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to qualify the activity under either criterion, but

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21,
60 FR 1945, Jan. 5, 1995; 60 FR 17445, Apr. 6, 1995
9, 1995; 61 FR 18674, Apr. 29, 1996]

Sec. 570.209 Guidelines for evaluating and selecti
devel opnent projects.

The following guidelines are provided to assist
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evaluate and select activities to be carried out fo
devel opnent purposes. Specifically, these guidelines are appli
activities that are eligible for CDBG assistance un
These guidelines also apply to activities carried o
authority of Sec. 570.204 that would otherwise be e
570.203, were it not for the involvement of a
Devel opnent Organization (CBDO). (This would include activitie
a
CBDO makes loans to for-profit businesses.) These g
composed of two components: guidelines for evaluati
and
financial requirements; and standards for evaluatin
The
standards for evaluating public benefit are mandato
guidelines for evaluating projects costs and financ
are
not.

(a) Guidelines and objectives for evaluating pr
financial requirements.
to provide the recipient with a framework for finan
and selecting CDBG-assisted economic
financially viable and will make the most effective
funds. These guidelines, also referred to as the un
guidelines, are published as appendix A to this par
underwriting guidelines published by
grantees electing not to use these guidelines would
conduct basic financial underwriting prior to the p
financial assistance to a for-profit business. Wher
HUD's
underwriting guidelines recognize that different le
appropriate to take into account differences in the
a
proposed project, and in the case of a microenterpr
business to take into account the differences in th
level
of sophistication among businesses of differing siz
encouraged, when they develop their own programs an
criteria, to also take these factors into account.
the
underwriting guidelines are to ensure:

(1) That project costs are reasonable;

(2) That all sources of project financing are ¢

(3) That to the extent practicable, CDBG funds
for non-Federal financial support;

(4) That the project is financially feasible;

(5) That to the extent practicable, the return
equity
investment will not be unreasonably high; and

(6) That to the extent practicable, CDBG funds
pro rata basis with other finances provided to the

(b) Standards for evaluating public benefit. Th
responsible for making sure that at least a minimum
benefit is obtained from the expenditure of CDBG fu
categories of eligibility governed by these guideli
set forth below identify the types of public benefi
recognized for this purpose and the minimum level o
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project costs and financial requirements covered un der paragraph (a)
of

this section, the use of the standards for public b enefit is
mandatory.
Certain public facilities and improvements eligible under Sec.
570.201(c) of the regulations, which are undertaken for economic
devel opnent purposes, are also subject to these standards, as
specified
in Sec. 570.208(a)(4)(vi)(F)(2).

(1) Standards for activities in the aggregate. Activities covered
by
these guidelines must, in the aggregate, either:

(i) Create or retain at least one full-time equ ivalent, permanent
job per $35,000 of CDBG funds used; or

(i) Provide goods or services to residents of an area, such that
the number of low- and moderate-income persons resi ding in the areas
served by the assisted businesses amounts to at lea st
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one low- and moderate-income person per $350 of CDB G funds used.

(2) Applying the aggregate standards. (i) A met ropolitan city or
an
urban county shall apply the aggregate standards un der paragraph
(b)(1)
of this section to all applicable activities for wh ich CDBG funds are
first obligated within each single CDBG program yea r, without regard
to
the source year of the funds used for the activitie s. A grantee under
the HUD-Administered Small Cities or Insular Areas CDBG pr ograms shall
apply the aggregate standards under paragraph (b)(1 ) of this section
to
all funds obligated for applicable activities from agiven grant;
program income obligated for applicable activities will, for these
purposes, be aggregated with the most recent open gr ant . For any time
period in which a communi ty has no open HUD-Administered or Insular
Areas grants, the aggregate standards shall be appl ied to all
applicable
activities for which program income is obligated du ring that period.

(ii) The grantee shall apply the aggregate stan dards to the number
of jobs to be created/retained, or to the number of persons residing
in
the area served (as applicable), as determined at t he time funds are
obligated to activities.

(iii) Where an activity is expected both to cre ate or retain jobs
and to provide goods or services to residents of an area, the grantee
may elect to count the activity under either the jo bs standard or the
area residents standard, but not both.

(iv) Where CDBG assistance for an activity is | imited to job
training and placement and/or other employment supp ort services, the
jobs assisted with CDBG funds shall be considered t 0 be created or
retained jobs for the purposes of applying the aggr egate standards.

(v) Any activity subject to these guidelines wh ich meets one or
more
of the following criteria may, at the grantee's opt ion, be excluded
from

the aggregate standards described in paragraph (b)( 1) of this section:



(A) Provides jobs exclusively for unemployed pe rsons or
participants
in one or more of the following programs:

(1) Jobs Training Partnership Act (JTPA);

(2) Jobs Opportunities for Basic Skills (JOBS); or

(3) Aid to Families with Dependent Children (AF DC);

(B) Provides jobs predominantly for residents o f Public and Indian
Housing units;

(C) Provides jobs predominantly for homeless pe rsons;

(D) Provides jobs predominantly for low-skilled , low- and
moderate-
income persons, where the business agrees to provid e clear
opportunities
for promotion and economic advancement, such as thr ough the provision
of
training;

(E) Provides jobs predominantly for persons res iding within a
census
tract (or bl ock numbering area) that has at least 20 percent of it
residents who are in poverty;

(F) Provides assistance to business(es) that op erate(s) within a
census tract (or bl ock numbering area) that has at least 20 percent of
its residents who are in poverty;

(G) Stabilizes or revitalizes a neighborhood th at has at least 70
percent of its residents who are low- and moderate- income;

(H) Provides assistance to a Conmruni ty Devel opnent Financial
Institution that serve an area that is predominantl y low- and
moderate-
income persons;

() Provides assistance to a Comuni t y-Based Devel opnent
Organization serving a neighborhood that has at lea st 70 percent of
its
residents who are low- and moderate-income;

(J) Provides employment opportunities that are an integral
component
of a project designed to promote spatial deconcentr ation of low- and
moderate-income and minority persons;

(K) With prior HUD approval, provides substantial benefit to low-
income persons through other innovative approaches;

(L) Provides services to the residents of an ar ea pursuant to a
strategy approved by HUD under the provisions of Sec. 91.215(e) of
this
title;

(M) Creates or retains jobs through businesses assisted in an area
pursuant to a strategy approved by HUD under the provisions of Sec.

91.215(e) of this title.
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(3) Standards for individual activities. Any ac tivity subject to
these guidelines which falls into one or more of th e following
categories will be considered by HUD to provide insufficient public
benefit, and therefore may under no circumstances b e assisted with
CDBG
funds:

(i) The amount of CDBG assistance exceeds eithe r of the following,

as applicable:



(A) $50,000 per full-time equivalent, permanent
retained; or

(B) $1,000 per low- and moderate-income person
services are provided by the activity.

(i) The activity consists of or includes any o

(A) General promotion of the
the
promotion of specific areas and programs);

(B) Assistance to professional sports teams;

(C) Assistance to privately-owned recreational
serve
a predominantly higher-income clientele, where the
benefit
to users or members clearly outweighs employment or
low- and moderate-income persons;

(D) Acquisition of land for which the specific
not
yet been identified; and

(E) Assistance to a for-profit business while t
other business owned by the same person(s) or entit
subject
of unresolved findings of noncompliance relating to
assistance provided by the recipient.

(4) Applying the individual activity standards.
activity is expected both to create or retain jobs
goods
or services to residents of an area, it will be dis
the
amount of CDBG assistance exceeds both of the amoun
(b)(3)(i) of this section.

(ii) The individual activity standards in parag
this section shall be applied to the number of jobs
retained, or to the number of persons residing in t
applicable), as determined at the time funds are ob
activities.

(iif) Where CDBG assistance for an activity is
training and placement and/or other employment supp
jobs assisted with CDBG funds shall be considered t
retained jobs for the purposes of applying the indi
standards in paragraph (b)(3)(i) of this section.

(c) Amendments to economic
determinations. If, after the grantee enters into a
provide
assistance to a project, the scope or financial ele
project
change to the extent that a significant contract am
appropriate, the project should be reevaluated unde
recipient's guidelines. (This would include, for ex
where the business requests a change in the amount
assistance being provided, or an extension to the |
required in the contract.) If a reevaluation of the
that the financial elements and public benefit to b
substantially changed, then the recipient should ma
adjustments in the amount, type, terms or condition
assistance
which has been offered, to reflect the impact of th
change.

job created or
to which goods or

f the following:
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(For example, if a change in the project elements r
substantial reduction of the total project costs, i
appropriate
for the recipient to reduce the amount of total CDB
the
amount of CDBG assistance provided to the project i
amended project must still comply with the public b
under paragraph (b) of this section.

(d) Documentation. The grantee must maintain su
demonstrate the level of public benefit, based on t
that is actually achieved upon completion of the CD
economic
devel opnent activity(ies) and how that compares to the level o
benefit anticipated when the CDBG assistance was ob
grantee's actual results show a pattern of substant
anticipated results, the grantee is expected to tak
reasonably within its control to improve the accura
projections. If the actual results demonstrate that
failed the public benefit standards,
meet more stringent
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standards in future years as appropriate.
[60 FR 1947, Jan. 5, 1995, as amended at 60 FR 1744
Subpart D_Entitlement Grants
Source: 53 FR 34449, Sept. 6, 1988, unless othe
Sec. 570.300 General.

This subpart describes the policies and procedu
making of
communities.
The policies and procedures set forth in subparts A
this part also apply to entitlement grantees.

Sec. 570.301 Activity locations and float-funding.

The consolidated plan, action plan, and amendme
requirements referred to in this section are those

(a) For activities for which the grantee has no
specific location, such as when the grantee is allo
funds to be used for making loans or grants to busi
residential rehabilitation, the description in the
amendment shall identify who may apply for the assi
by which the grantee expects to select who will rec
(including selection criteria), and how much and un
assistance will be provided, or in the case of a pl
facility
or improvement, how it expects to determine its loc

(b) Float-funded activities and guarantees. A r
undisbursed funds in the line of credit and its CDB
that are budgeted in statements or action plans for
activities that do not need the funds immediately,

esultsin a
t may be

G assistance.) If

s increased, the
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fficient records to
he above standards,
BG-assisted

f such
ligated. If the
ial variation from
e all actions
cy of its
the recipient has

HUD may require the recipient to

5, Apr. 6, 1995]
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limitations described below. Such funds shall be re
“float" for purposes of this section and the acti
activity carried out using the float must meet all
requirements that apply to CDBG-assisted activities
must
be expected to produce program income in an amount
the
amount of the float so used. Whenever the recipient
an
activity with the float, it must include the activi
plan
or amend the action plan for the current program ye
this section, an activity that uses such funds will
“float-
funded activity."
(1) Each float-funded activity must be individu
described as such in the action plan.
(2)(i) The expected time period between obligat
for
a float-funded activity and receipt of program inco
least equal to the full amount drawn from the float
activity
may not exceed 2.5 years. An activity from which pr
sufficient to recover the full amount of the float
expected to be generated more than 2.5 years after
be
funded from the float, but may be included in an ac
funded from CDBG funds other than the float (e.qg.,
proceeds from an approved Section 108 loan guarante
(ii) Any extension of the repayment period for
activity shall be considered to be a new float-fund
these
purposes and may be implemented by the grantee only
is
made subject to the same limitations and requiremen
new
float-funded activity.
(3) Unlike other projected program income, the
income
expected to be generated by a float-funded activity
source of program income in the action plan contain
whether or not some or all of the income is expecte
a
future program year (in accordance with 24 CFR 91.2
(4) The recipient must also clearly declare in
that
identifies the float-funded activity the recipient’
undertake one of the following options:
(i) Amend or delete activities in an amount equ
or
failure to produce sufficient income in a timely ma
recipient makes this choice, it must include a desc
process it will use to select the activities to be
and how it will involve citizens in that
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process; and it must amend the applicable statement
plan(s)
showing those amendments or deletions promptly upon
the
float-funded activity will not generate sufficient
income;
(ii) Obtain an irrevocable line of credit from
for the full amount of the float-funded activity an
lender
and terms of such line of credit in the action plan
the
float-funded activity. To qualify for this purpose,
credit
must be unconditionally available to the recipient
any
shortfall within 30 days of the date that the float
fails to generate the projected amount of program i
(iif) Transfer general local government funds i
of
any default or shortfall to the CDBG line of credit
the float-funded activity's failure to generate the
of
the program income on schedule; or
(iv) A method approved in writing by
return
of the amount of the float funding. Such method mus
are available to meet any default or shortfall with
float-funded activity's failure to generate the pro
the
program income on schedule.
(5) When preparing an action plan for a year in
income
is expected to be received from a float-funded acti
program income has been shown in a prior statement
current action plan shall identify the expected inc
that
the planned use of the income has already been desc
statements or action plans, and shall identify the
action
plans in which such descriptions may be found.

[60 FR 56913, Nov. 9, 1995]
Sec. 570.302 Submission requirements.

In order to receive its annual CDBG entitlement
must submit a consolidated plan in accordance with
That
part includes requirements for the content of the c
for
the process of developing the consolidated plan, in
participation provisions, for the submission date,
and
for the amendment process.

(Approved by the Office of Management and Budget un
2506-0117)
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[60 FR 1915, Jan. 5, 1995]
Sec. 570.303 Certifications.

The jurisdiction must make the certifications t
in
24 CFR part 91 as part of the consolidated plan.

(Approved by the Office of Management and Budget un
2506-0117)

[60 FR 1915, Jan. 5, 1995]
Sec. 570.304 Making of grants.

(a) Approval of grant. HUDwill approve a
jurisdiction's submissions have been made and appro
with 24 CFR part 91, and the certifications require
satisfactory to the Secretary. The certifications w
to the Secretary for this purpose unless the Secret
pursuant to subpart O of this part that the grantee
with the requirements of this part, has failed to ¢
consolidated plan as provided under Sec. 570.903, o
that there is evidence, not directly involving the
performance under this program, that tends to chall
substantial
manner the grantee's certification of future perfor
Secretary makes any such determination, however, fu
may
be required to be submitted by the grantee as the S
warranted or necessary to find the grantee's certif
satisfactory.

(b) G ant agreement. The gr ant will be made by means of a
HUD and the grantee.

agreement executed by both
(©) G ant amount. The Secretary will make a
entitlement amount, generally within the last 30 da
current program year, unless:
(1) Either the consolidated plan is not receive
the
federal fiscal year for which funds are appropriate
consolidated
plan is not approved under 24 CFR part 91, subpart
the
grantee will forfeit the entire entittlement amount;
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(2) The grantee's performance does not meet the
requirements or criteria prescribed in subpart O an
is
reduced.

[53 FR 34449, Sept. 6, 1988, as amended at 60 FR 19
60
FR 16379, Mar. 30, 1995; 60 FR 56913, Nov. 9, 1995]
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Sec. 570.307 Urban counties.

(a) Determination of qualification. The Secreta
the
qualifications of counties to receive entitlements
upon receipt of qualification documentation from co
time,
and in such manner and form as prescribed by
determine eligibility and applicable portions of ea
for purposes of fund allocation under section 106 o
basis of information available from the U.S. Bureau
respect to population and other pertinent demograph
and based on information provided by the county and
of general local government.

(b) Qualification as an urban county. (1) A cou
an urban county if such county meets the definition
As necessitated by this definition, the Secretary s
which
counties have authority to carry out essential
and
housing assistance activities in their included uni
government without the consent of the local governi
counties must execute cooperation agreements with s
include
them in the urban county for qualification and
purposes.

(2) At the time of urban county qualification,
recognize the cooperation agreement of a unit of ge
government in an urban county where, based on past
other
available information, there is substantial evidenc
does
not cooperate in the implementation of the essentia
devel opnment or housing assistance activities or where legal
impediments
to such implementation exist, or where participatio
general local government in noncompliance with the
subpart K would constitute noncompliance by the urb
a
case, the unit of general local government will not
participate in the urban county, and its population
characteristics will not be considered in the deter
the county qualifies as an urban county or in deter
of
funds to which the urban county may be entitled.
this
action unless the unit of general local government
been given an opportunity to challenge
informally consult with

(c) Essential activities. For purposes of this
“essential
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ch eligible county

f the Act on the

of the Census with
ic characteristics,
its included units

nty will qualify as
at Sec. 570.3(3).
hall determine
communi ty devel opnent
ts of general local
ng body and which
uch units to
gr ant calculation
HUD may refuse to
neral local
performance and
e that such unit

| comunity

n by a unit of
applicable law in
an county. In such

be permitted to

or other needs

mination of whether

mining the amount
HUD will not take

and the county have

HUD's determination and to
HUD concerning the proposed action.
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means conmuni ty renewal and lower income housing activities,

specifically urban renewal and publicly assisted ho
determining

whether a county has the required powers, the Secre
both its authority and, where applicable, the autho
designated agency or agencies.

using. In

tary will consider
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(d) Period of qualification. (1) The qualificat
urban county shall remain effective for three succe
fiscal
years regardless of changes in its population durin
except
as provided under paragraph (f) of this section and
under Sec. 570.3(3) where the period of qualificati
successive Federal fiscal years.

(2) During the period of qualification, no incl
general
local government may withdraw from nor be removed f
county
for HUDs grant computation purposes.

(3) If some portion of an urban county's uninco
becomes
incorporated during the urban county qualification
incorporated unit of general local government shall

ionby  HUDof an
ssive Federal

g that period,

except as provided
on shall be two

uded unit of

rom the urban

rporated area

period, the newly
not be excluded

from

the urban county nor shall it be eligible for a sep arate grant under
subpart D, F, or | until the end of the urban count y's current
qualification period, unless the urban county fails to receive a gr ant

for any year during that qualification period.
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(e) G ant ineligibility of included units of general local
government. (1) An included unit of general local g overnment cannot
become eligible for an entitlement gr ant as a metropolitan city during
the period of qualification of the urban county (ev en if it becomes a
principal city of a metropolitan area or its popula tion surpasses

50,000
during that period). Rather, such a unit of general local government
shall continue to be included as part of the urban county for the

remainder of the urban county's qualification perio
gr ant amount shall be calculated for the included unit.
(2) An included unit of general local governmen

d, and no separate

t which is part of

an
urban county shall be ineligible to apply for grant s under subpart F,
or

to be a recipient of assistance under subpart I, du ring the entire

period of urban county qualification.
(f) Failure of an urban county to receive a gr ant . Failure of an
urban county to receive a gr ant during any year shall terminate the

existing qualification of that urban county, and th at county shall
requalify as an urban county before receiving an en tittement grant in
any successive Federal fiscal year. Such terminatio n shall release

units

of general local government included in the urban ¢ ounty, in

subsequent

years, from the prohibition to receive grants under paragraphs (d)(3),
(e)(1) and (e)(2) of this section. For this purpose an urban county
shall be deemed to have received a gr ant upon having satisfied the
requirements of sections 104 (a), (b), (c), and (d) of the Act,
without
regard to adjustments which may be made to this
section 104(e) or 111 of the Act.

(g) Notifications of the opportunity to be excl

gr ant amount under

uded. Any county



seeking to qualify for an entitlement

Federal fiscal year shall notify each unit of gener
which is located, in whole or in part, within the ¢
would

otherwise be included in the urban county, but whic
elect to have its population excluded from that of
that it has the opportunity to make such an electio
election, or the failure to make such an election,

for the period for which the county qualifies as an
These

notifications shall be made by a date specified by
general local government which elects to be exclude
participation

as a part of the urban county shall notify the coun
writing

by a date specified by
elect to participate in the urban county for the re
year period by notifying
election by a date specified by HUD.

[53 FR 34449, Sept. 6, 1988, as amended at 56 FR 56

68 FR 69582, Dec. 12, 2003]
Sec. 570.308 Joint requests.

(a) Joint requests and cooperation agreements.
county
and any metropolitan city located, in whole or in p
county may submit a joint request to
the
metropolitan city as a part of the urban county for
planning
and implementing a joint
Such
a joint request shall only be considered if submitt
county is seeking a three year qualification or req
urban county. Such a joint request shall, upon appr
effective for the period for which the county is qu
county. An urban county may be joined by more than
city, but a metropolitan city located in more than
may
only be included in one urban county for any progra

request shall be deemed approved by HUD unless
and

the county of its disapproval and the reasons there

of receipt of the request by HUD.

(2) Each metropolitan city and urban county sub

request shall submit an executed cooperation agreem

to assist in the undertaking of essential
housing assistance activities, as defined in Sec. 5

gr ant as an urban county for any

al local government
ounty and which

h is eligible to

the urban county,
n, and that such an
shall be effective
urban county.

HUD. A unit of
d from

tyand HUDin

HUD. Such a unit of government may subsequently

maining one or two

HUD and the county, in writing, of such

127, Oct. 31, 1991;

(1) Any urban

art, within that

HUD to approve the inclusion of

purposes of

comruni ty devel opnent and housing program.

ed at the time the
ualification as an

oval by  HUD, remain

alified as an urban
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m year. A joint

HUD notifies the city

fore within 30 days

mitting a joint
ent to undertake or

conmuni ty devel opnent and

70.307(c).

(b) Joint gr ant amount. The gr ant amount for a joint recipient

shall
be the sum of the amounts authorized for the indivi
grantees, as
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dual entitlement



described in section 106 of the Act. The urban coun
grant
recipient.

(c) Effect of inclusion. Upon urban county qual
approval of the joint request and cooperation agree
metropolitan city shall be considered a part of the
purposes of program planning and implementation for
urban county qualification, and shall be treated th
unit of general local government which is part of t

(d) Submission requirements. In requesting a
part,
the urban county shall make a single submission whi
submission requirements of 24 CFR part 91 and cover
the
joint recipient.

[53 FR 34449, Sept. 6, 1988, as amended at 60 FR 19
Sec. 570.309 Restriction on location of activities
CDBG funds may assist an activity outside the j

grantee only if the grantee determines that such an
necessary to further the purposes of the Act and th

ty shall be the

ification and HUD
ment, the
urban county for
the period of the
e same as any other
he urban county.

gr ant under this

ch meets the
s all members of

15, Jan. 5, 1995]

urisdiction of the
activity is
e recipient's

comruni ty devel opnent objectives, and that reasonable benefits from

the

activity will accrue to residents within the jurisd
grantee. The grantee shall document the basis for s
prior to providing CDBG funds for the activity.

[60 FR 56914, Nov. 9, 1995]
Subpart E_Special Purpose Grant
Sec. 570.400 General.

(a) Applicability. The policies and procedures
subparts
A, C, J, K, and O of this part shall apply to this
the extent that they are specifically modified or a
contents of this subpart, including specified exemp

iction of the
uch determination

set forth in

subpart, except to
ugmented by the
tions described

herein. The HUD Environmental Review Procedures contained in 24 CF R

part
58 also apply to this subpart, unless otherwise spe
herein.

(b) Data. Wherever data are used in this subpar
applicants for assistance or for determining
of such data shall be the most recent information a
U.S. Bureau of the Census which is referable to the
period
of time.

(c) Review of applications for discretionary as
Review
components. An application for assistance under thi
reviewed by HUD to ensure that:

(i) The application is postmarked or received o
final
date established by HUD;

cifically provided
t for selecting

gr ant amounts, the source
vailable from the
same point or
sistance--(1)

s subpart shall be

n or before any



(ii) The application is complete;

(i) Required certifications have been include din the
application;
and

(iv) The application meets the specific program requirements
listed
in the Federal Register Notice published in connect ion with a
competition for funding, and any other specific req uirements listed
under this subpart for each of the programs.

(2) Timing and review. HUD is not required by the Act to review
and
approve an application for assistance or a contract proposal within
any
specified time period. However, HUD will attempt to complete its
review
of any application/proposal within 75 days.

(3) Notification to applicant/proposer. HUD will notify the
applicant/proposer in writing that the applicant/pr oposal has been

approved, partially approved, or disapproved. If an
application/proposal

is partially approved or disapproved, the applicant /proposer will be
informed of the basis for HUD's decision. HUD may make conditional
approvals under Sec. 570.304(d).

(d) Program amendments. (1) Recipients shall re quest prior written
HUD approval for all program amendments involving chan ges in the scope
or the location of approved activities.

(2) Any program amendments, whether or not they require HUD
approval, must be fully documented in the recipient 's records.

(e) Performance reports. Any performance report required of a
discretionary assistance recipient shall be submitt ed in the form
specified in this subpart, in the award document, o r (if the report
relates to a specific competition for an assistance award) in a form
specified in
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a Notice published in the Federal Register.

(f) Performance reviews and findings. HUD may review the
recipient's
performance in carrying out the activities for whic h assistance is
provided in a timely manner and in accordance with its approved
application, all applicable requirements of this pa rt and the terms of
the assistance agreement. Findings of performance d eficiencies may be
cause for appropriate corrective and remedial actio ns under Sec.
570.910.

(g) Funding sanctions. Following notice and opp ortunity for
informal
consultation, HUD may withhold, reduce or terminate the assistance
where
any corrective or remedial actions taken under Sec. 570.910 fail to
remedy a recipient's performance deficiencies, and the deficiencies
are
sufficiently substantial, in the judgment of HUD, to warrant
sanctions.

(h) Publication of availability of funds. HUD will publish by

Notice



in the Federal Register each year the amount of fun ds available for
the

special purpose grants authorized by each section u nder this subpart.
[50 FR 37525, Sept. 16, 1985, as amended at 56 FR 1 8968, Apr. 24,
1991]

Sec. 570.401 Conmruni t y adjustment and economic diversification

planning assistance.

(a) General--(1) Purpose. The purpose of this p rogram is to assist
units of general local government in nonentitlement areas to undertake
the planning of communi t y adjustments and economic diversification
activities, in response to physical, social, econom ic or governmental
impacts on the communities generated by the actions of the Department
of
Defense (DoD) defined in paragraph (a)(2) of this s ection.

(2) Impacts. Funding under this section is avai lable only to
communities affected by one or more of the followin g DoD-related
impacts:

(i) The proposed or actual establishment, reali gnment, or closure
of
a military installation;

(ii) The cancellation or termination of a DoD ¢ ontract or the
failure to proceed with an approved major weapon sy stem program;

(i) A publicly announced planned major reduct ion in DoD spending
that would directly and adversely affect a unit of general local
government and result in the loss of 1,000 or more full-time DoD and
contractor employee positions over a five-year peri od in the unit of
general local government and the surrounding area; or

(iv) The Secretary of HUD (in consultation with the Secretary of
DoD) determines that an action described in paragra phs (a)(2)(i)-(iii)
of this section is likely to have a direct and sign ificant adverse
consequence on the unit of general local government .

(3) Form of awards. Planning assistance will be awarded in the
form
of grants.

(4) Program administration. HUD will publish in the Federal
Register
early in each fiscal year the amount of funds to be available for that
fiscal year for awards under this section. HUD will accept
applications
throughout the fiscal year, and will review and con sider for funding
each application according to the threshold and qua lifying factors in
paragraphs (f) and (g) of this section.

(b) Definitions. In addition to the definitions in Sec. 570.3 of
this part, the following definitions apply to this section:

(1) Adjustment planning. Generally, developing plans and proposals
in direct response to contraction or expansion of t he local economy,
or
changes in the physical devel opnent or the social conditions of the
conmmuni t y, resulting from a DoD-generated impact. Typically, this
planning includes one or more of the following task s: Collecting,
updating, and analyzing data; identifying problems; formulating
solutions; proposing long- and short-term policies; recommending
public-

and private-sector actions to implement communi t y adjustments and



economic diversification activities; securing citiz
coordinating with Federal, State, and local entitie
the

DoD-related impacts.

2)
physical, economic, or social infrastructure within
or
surrounding area, directly and appropriately in res
generated impact.
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(3) Contract. (i) Any defense contract in an am
$5
million (without regard to the date on which the co
awarded);
and
(i) Any subcontract that is entered into in co
contract (without regard to the effective date of t
involves not less than $500,000.
(4) Defense facility. Any private facility prod
services pursuant to a defense contract.
(5) DoD. The Department of Defense.
(6) Economic diversification activities. Any pu
sector actions to change the local mix of industria
service sectors, or the mix of business ventures wi
are intended to mitigate decline in the local econo
DoD-generated impacts or, in the case of expansion
installation or a defense facility, that are intend
new
economic growth spawned by that expansion.
(7) Military installation. Any camp, post, stat
other jurisdiction of a military department that is
of the several States, the District of Columbia, th
Puerto Rico, or Guam.
(8) Realignment. Any action that both reduces a
functions and civilian personnel positions, but doe
reduction in force resulting from workload adjustme
personnel or funding levels, or skill imbalances.
(9) Section 107 means section 107 of the Housin
Devel oprment Act of 1974, 42 U.S.C. 5307. Section 107(b)(6) was
by
section 801 of the Housing and
L. 102-550, approved October 28, 1992).
(10) Section 2391(b). The Department of Defense
planning
program as set out in 10 U.S.C. 2391(b).
(11) Small Cities CDBG Program. The
G ant program for nonentitlement areas in which the Stat
elected
not to administer available program funds. The regu
this program are set out in subpart F of this part.
(12) Surrounding area. The labor market area as
Bureau of Labor Statistics that:
() Includes all or part of the applicant's jur
(i) Includes additional areas outside the juri
(c) Eligible applicants. Any unit of general lo

en involvement; and
s with respect to

Conmruni t y adjustment. Any proposed action to change the

the jurisdiction

ponse to the DoD-

ount not less than

ntract was

nnection with a
he subcontract) and

ucing goods or

blic or private

I, commercial, and
thin a sector, that
my resulting from
of a military

ed to respond to

ion, base, yard, or
located within any
e Commonwealth of

nd relocates
s not include a
nts, reduced

gand Comunity
added

Conmuni ty Devel opnent Act of 1992 (Pub.

adjustment

Conmuni ty Devel opnent Bl ock

es have
lations governing
defined by the
isdictions; and

sdiction.
cal government,



excluding units of general government that are enti
are
included in an urban county, and which does not inc
(d) Eligible activities. Activities eligible fo
planning
assistance include, generally:
(1) Initial assessments and quick studies of ph
economic, and fiscal impacts on the
(2) Preliminary identification of potential pub
sector actions needed for the
(3) If timely, modification of the applicant's
comprehensive
plan or any functional plan, such as for housing, i
for
the homeless, or for transportation or other physic
(4) If timely, modification of the applicant's
plans and programs, such as for business
industrial or commercial devel opnent ;
(5) Preparation for and conduct of initial
activities to begin involving local citizens and th
planning for adjustment and diversification;
(6) Environmental reviews related to DoD-relate
(7) Initial identification of and coordination
and local entities that may be expected to assist i
adjustment and economic
enterprise zones, and Federal empowerment zones and
communities when selected and announced.
(8) Any other planning activity that may enable
organize itself, establish a start-up capacity to p
specific
plans and programs, coordinate with appropriate pub
entities, or qualify more quickly for the more subs
assistance available from DoD.

communi ty;
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(e) Ineligible activities. Activities ineligibl
planning assistance are:
(1) Base re-use planning.

tlement cities or
lude Indian Tribes.
r adjustment
ysical, social,

lic and private

commruni t y to initiate its response;

current
ncluding shelter

al infrastructure;
current economic

devel opnent, job training, or

commruni t y outreach

e private sector in

d impacts;
with Federal, State
nthe comunity's

devel opnent ; and with State-designated

enterprise

the comunityto
lan, propose

lic or private
tantial planning

e for adjustment

(2) Site planning, architectural and engineerin g studies,
feasibility and cost analyses and similar planning for specific
projects
to implement communi t y adjustment or economic diversification, unless
as

last resort funding for those applicants which are
planning assistance from other sources.

(3) Planning by communities which are encroachi
installations.

(4) Demonstration planning activities intended
planning techniques for impacted communities.

(5) Any planning activity proposed to supplemen
planning
that has been or is being assisted by the DoD Sec.
planning program.

(6) Any other planning activity the purpose of
demonstrably in direct response to a DOD-related im
one

unable to obtain

ng on military

to evolve new

t or replace
2391(b) adjustment

which is not
pact triggered by



or more of the four criteria specified in paragraph
section.
(f) Threshold requirements. No application will
funding
unless it meets the following requirements:
(1) Verification by
government in a nonentitlement area.
(2) Verification by
in
paragraph (a)(2) of this section has occurred or wi
(3) With respect to communities affected by the
and

28 realignments listed by the 1991 Base Closure and

Commission, verification by DoD that it has provide
and that the applicant may benefit from start-up pl
from HUD.
(4) Determination by
eligible.
(5) Determination by
paragraph (h) of this section have been satisfied.
(9) Qualifying factors.
qualified
applications on the basis of the factors listed bel
such applications received, while program funds rem
will also request and consider advise from DoD's Of
Assistance concerning the relative merits of each a
(1) The adequacy of the applicant's initial ass
or
probable impacts on the
(2) The adequacy and appropriateness of the sta
envisioned by the applicant in response to the impa
(3) The type, extent, and adequacy of coordinat
applicant has achieved, or plans to achieve, in ord

(a)(2) of this

qualify for

HUD that the applicant is a unit of general

HUD and DoD that a triggering event described

Il occur.
49 base closings

Realignment
d no prior funding
anning assistance

HUD that the proposed planning activities are
HUD that the submission requirements in

HUD will make funding decisions on

ow, in the order of

ain available. HUD
fice of Economic
pplication.

essment of actual

communi t y and the surrounding area;

rt-up planning
cts;

ion that the

er to undertake

planning for communi t y adjustment and economic diversification.

(4) The cost-effectiveness of the proposed budg
planning work envisioned by the applicant;
(5) The capability of the organization the appl
do
the planning;
(6) The credentials and experience of the key s
proposes to do the planning;
(7) The presence of significant private sector
by the extent to which the DoD-generated impact is
decrease
or increase the employment base by 10% or more;
(8) The presence of significant public sector i
by
the extent to which the DoD-generated impact is pro
or
increase the applicant's capital and operating budg
fiscal year by 10% or more;
(9) The degree of urgency, to the extent that a
action, e.g. a plant closing, is officially schedul
a
year of the date of application.
(h) Submission requirements. Applicants may sub
any time to: Director, Office of Technical Assistan

et to carry out the

icant proposes to

taff the applicant
impact, as measured
projected to

mpact, as measured
jected to decrease
ets for the next
suddenly announced

ed to occur within

mit applications at
ce, room 7214, 451



Seventh Street, SW., Washington, DC 20410. Each app
original
and three copies) shall include the following:
(1) The Standard Form SF-424 as a face sheet, s
a
person authorized to represent and contractually or
the
applicant;
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(2) A concise title and brief abstract of the p
work, including the total cost;

(3) A narrative that:

(i) Documents one or more of the triggering eve
paragraph (a)(2) of this section that qualifies the
for planning assistance for
diversification;

(ii) Provides an initial assessment of actual o
on
the applicant communi t y and the surrounding area;

(i) Provides an initial assessment of the typ
start-up planning envisioned by the applicant in re
generated impact; and

(iv) Describes the measures by which the applic
coordinated, or plans to coordinate, with the DoD O
Assistance, the Economic
of
Commerce, the Department of Labor, any military dep
other
appropriate Federal agency; appropriate State agenc
including the agency administering the Small Cities
appropriate State-designated enterprise zones; appr
empowerment zones and enterprise communities, when
announced; appropriate other units of general local
nonentitlement area; appropriate businesses, corpor
facilities concerned with impacts on the applicant
homeless nonprofit organizations, with respect to t
Stewart
B. McKinney Act (42 U.S.C. 11411-11412), requiring
property
be considered for use in assisting the homeless.

(4) A Statement of Work describing the specific
proposed to be undertaken in order to plan for
and
economic diversification activities;

(5) A proposed budget showing the estimated cos
of
effort for each task, by cost categories, with supp
documentation
of costs and a justification of the person-days of

(6) A description of the qualifications of the
staff, including their names and resumes;

(7) A work plan that describes the schedule for
tasks described in the Statement of Work, the time
task, and the elapsed time needed for all the tasks

(8) Other materials, as prescribed in the appli

lication (an

igned and dated by

otherwise commit

roposed planning

nts described in
applicant to apply

communi t y adjustments and economic

r probable impacts
e and extent of
sponse to the DoD-

ant has already
ffice of Economic

Devel oprent Administration of the Department

artment, or any

ies, specifically
CDBG Program,;
opriate Federal
selected and
government in the
ations, and defense
conmmuni ty; and
itle V of the

the Federal

project tasks

commruni t y adjustment

ts and person-days
orting

effort;
proposed technical

accomplishing the
needed to do each
;and

cation kit; these



materials will include required certifications deal ing with: Drug-Free

Workplace Requirements; Disclosure Regarding Paymen ts to Influence
Certain Federal Transactions; and Prohibition Regar ding Excessive
Force.

(i) Approval procedures--(1) Acceptance. HUD's acceptance of an
application meeting the threshold requirements of p aragraph (f) does
not
assure a commitment to provide funding or to provid e the full amount
requested. HUD may elect to negotiate both proposed tasks and bud gets
in
order to promote more cost-effective planning.

(2) Notification. HUD will provide natification about whether a
project will be funded, rejected, or held for furth er consideration by
HUD and DoD.

(3) Form of award. HUD will award funds in the form of grants.

(4) Administration. Project administration will be governed by the
terms of individual awards and by the following pro visions of this
part:

(i) Subpart A, Sec. 570.5;

(i) Subpart E, Sec. Sec. 570.400(d), (e), (), and (g);

(i) Subpart J, Sec. Sec. 570.500(c), 570.501, 570.502, 570.503,
and 570.509;

(iv) Subpart K, Sec. Sec. 570.601, 570.602, 570 .609, 570.610, and
570.611.

The environmental review requirements of 24 CFR par t 58 do not apply.
(Approved by the Office of Management and Budget un der control number
2535-0084)

[59 FR 15016, Mar. 30, 1994]

Sec. 570.402 Technical assistance awards.

(a) General. (1) The purpose of the Conmruni ty Devel opnent
Technical
Assistance Program is to increase the effectiveness with which States,
units of general local government, and Indian tribe s plan, develop,
and
administer assistance under title | and section 810 of the Act. Title
I
programs are the Entitlement Program (24 CFR part 5 70, subpart D); the

section 108 Loan Guarantee Program (24 CFR part
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570, subpart M); the Urban Devel oprment Action  Grant Program (24 CFR
part

570, subpart G); the HUD-administered Small Cities Program (24 CFR

part

570, subpart F); the State-administered Program for Non-Entitlement
Communities (24 CFR part 570, subpart I); the grant s for Indian Tribes
program (24 CFR part 571); and the Special Purpose Grants for Insular
Areas, Conmunity Devel opment Work Study and Historically Black

Colleges

and Universities (24 CFR part 570, subpart E). The section 810 program
is the Urban Homesteading Program (24 CFR part 590) .



(2) Funding under this section is awarded for t
technical expertise in planning, managing or carryi
programs
including the activities being or to be assisted th
actions being or to be undertaken for the purpose o
as increasing the effectiveness of public service a
in addressing identified needs, meeting applicable
requirements
(e.g., citizen participation, nondiscrimination, OM
increasing program management or capacity building
business or industry to CDBG assisted economic
projects, assisting eligible CDBG subrecipients suc
nonprofits or small cities in how to obtain CDBG fu
and
States. The provision of technical expertise in oth
have some tangential benefit or effect on a program
qualify for funding.

(3) Awards may be made pursuant to
assistance
applications or procurement contract proposals issu
publicly available document which invites the submi
applications
or proposals within a prescribed period of time.
into
agreements with other Federal agencies for awarding
assistance funds:

(i) Where the Secretary determines that such fu
will
achieve a particular technical assistance objective
and
the criteria for making the awards will be consiste
section,
or

(ii) The transfer of funds to the other Federal
under
the terms of the agreement is specifically authoriz
Department will not accept or fund unsolicited prop

(b) Definitions. (1) Areawide planning organiza
organization authorized by law or local agreement t
planning
and other activities for a metropolitan or non-metr

(2) Technical assistance means the facilitating
knowledge in planning, developing and administering
title 1 and section 810 of the Act in entities that
not
possess such skills and knowledge, and includes ass
activities under title I.

(c) Eligible applicants. Eligible applicants fo
technical
assistance funding are:

(1) States, units of general local government,
Tribes; and

(2) Public and private non-profit or for-profit
educational institutions, qualified to provide tech
assist such governmental units to carry out the tit
Homesteading programs. An applicant group must be d

he provision of
ng out such

ereunder and other
f the program, such
nd other activities
program

B Circulars),
skills, attracting

devel opnent sites or

h as neighborhood
nding from cities

er areas which may
is insufficient to

HUD solicitations for

ed in the form of a
ssion of

HUD may also enter

the technical
nding procedures
more effectively

nt with this

agency for use

ed by law. The
osals.

tion (APO) means an
0 undertake

opolitan area.

of skills and
activities under
may need but do

essing programs and

r award of

APOQOs, and Indian

groups, including
nical assistance to
le | or Urban
esignated as a



technical assistance provider to a unit of governme
program

or Urban Homesteading program by the chief executiv
unit to be assisted, unless the assistance is limit

nt's title |

e officer of each
ed to conferences/

workshops attended by more than one unit of governm ent.

(d) Eligible activities. Activities eligible fo r technical
assistance funding include:

(1) The provision of technical or advisory serv ices;

(2) The design and operation of training projec ts, such as
workshops, seminars, or conferences;

(3) The devel opnment and distribution of technical materials and

information; and

(4) Other methods of demonstrating and making a
information and knowledge to assist States, units o
government, or Indian Tribes in planning, developin
assessing assistance under title | and Urban Homest
which they are participating or seeking to particip
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(e) Ineligible activities. Activities for which
ineligible
under this section include:

(1) In the case of technical assistance for Sta
carrying out the administration of the State CDBG p
entittement communities;

(2) The cost of carrying out the activities aut
title 1 and Urban Homesteading programs, such as th
public
services, construction, rehabilitation, planning an
for
which the technical assistance is to be provided;

(3) The cost of acquiring or developing the spe
knowledge to be provided by a group funded under th

(4) Research activities;

(5) The cost of identifying units of government
assistance
(except that the cost of selecting recipients of te
under the provisions of paragraph (k) is eligible);

vailable skills,

f general local

g, administering or
eading programs in
ate.

costs are
tes, the cost of
rogram for non-

horized under the
e provision of

d administration,
cialized skills or
is section;
s needing

chnical assistance
or

(6) Activities designed primarily to benefit HUD, or to assist HUD

in carrying out the Department's responsibilities;
policy analysis of proposed legislation, training o
staff, or devel opnment and review of reports to the Congress.

(f) Criteria for competitive selection. In dete
fund competitive applications or proposals under th
Department will use the following criteria:

(1) For solicited assistance applications. The
two types of criteria for reviewing and selecting ¢
assistance
applications solicited by HUD:

(i) Evaluation criteria: These criteria will be
applications according to weights which may vary wi
competition:

(A) Probable effectiveness of the application i
localities and accomplishing project objectives;

(B) Soundness and cost-effectiveness of the pro

(C) Capacity of the applicant to carry out the

such as research,
r travel of HUD

rmining whether to
is section, the

Department will use
ompetitive

used to rank

th each

n meeting needs of

posed approach;
proposed activities



in a timely and effective fashion;

(D) The extent to which the results may be tran
applicable to other title | or Urban Homesteading p
participants.

(ii) Program policy criteria: These factors may
selecting official to select a range of projects th
program objectives for a particular competition:

(A) Geographic distribution;

(B) Diversity of types and sizes of applicant e

(C) Diversity of methods, approaches, or kinds

The Department will publish a Notice of Fund Availa
the

Federal Register for each competition indicating th
technical assistance, the amount of funding availab
procedures, including the eligible applicants and a
funded, any special conditions applicable to the so
including

any requirements for a matching share or for commit
other title | funding to carry out eligible activit
technical assistance is to be provided, the maximum
awarded

each evaluation criterion for the purpose of rankin
any special factors to be considered in assigning t
evaluation criterion. The Notice will also indicate
policy

factors will be used, the impact of those factors o
process, the justification for their use and, if ap
relative priority of each program policy factor.

(2) For competitive procurement contract bids/p
Department's criteria for review and selection of s
proposals for procurement contracts will be describ
announcement of the availability of an Invitation f
Request for Proposals (RFP). The public notice, sol
of procurement contracts, when used to acquire tech
shall be procured in accordance with the Federal Ac
Regulation
(48 CFR chapter 1) and the
24).

(g) Submission procedures. Solicited assistance
be submitted in accordance with the time and place

requirements described in the Department's NOFA. So

proposals for procurement
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contracts shall be submitted in accordance with the
the
IFB or RFP.

(h) Approval procedures--(1) Acceptance.
application or proposal for review does not imply a
provide funding.

sferable or
rogram

be used by the
at would best serve

ntities; and
of projects.

bility (NOFA) in

e objective of the
le, the application
ctivities to be
licitation,
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points to be
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which program
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ed in its public
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icitation and award
nical assistance,
quisition

HUD Acquisition Regulation (48 CFR chapter

applications shall
and content
licited bids/

requirements in

HUD's acceptance of an

commitment to

(2) Notification. HUD will provide notification of whether a

project

will be funded or rejected.
(3) Form of award. (i)

as

HUD will award technical assistance funds



a grant, cooperative agreement or procurement contract, co

with

this section, the Federal
31 U.S.C. 6301-6308, the
Acquisition Regulation.

(ii) When HUD's primary purpose is the transfer of technical

assistance to assist the recipients in support of t
Section
810 programs, an assistance instrument (
agreement)
will be used. A
involvement is not anticipated. A cooperative agree
when substantial Federal involvement is anticipated
cooperative
agreement is selected, the agreement will specify t
anticipated involvement in the project.

(i) A contract will be used when
obtain a provider of technical assistance to act on
behalf. In such cases the Department will define th
be performed. However, nothing in this section shal
Department from awarding a procurement contract in
it is determined to be in the Department's best int

(4) Administration. Project administration will
terms of individual awards and relevant regulations
rule,
proposals will be funded to operate for one to two
and final reports will be required.

(i) Environmental and intergovernmental review.
for
Environmental Reviews and Intergovernmental Reviews
technical assistance awards.

() Selection of recipients of technical assist
the
terms of the funding award the recipient of the fun
the
recipients of the technical assistance to be provid
recipient shall publish, and publicly make availabl
technical assistance recipients, the availability o
and
the specific criteria to be used for the selection
to
be assisted. Selected recipients must be entities p
planning to participate in the title | or Urban Hom
or
activities for which the technical assistance is to

(Approved by the Office of Management and Budget un
2535-0085 and 2535-0084)

[56 FR 41938, Aug. 26, 1991]
Sec. 570.403 New Communities.

The regulations for New Communities grants in t
were effective immediately before April 19, 1996, w

govern the rights and obligations of recipients and
to

nsistent

G ant and Cooperative Agreement Act of 1977,
HUD Acquisition Regulation, and the Federal

he title | or
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grants under the New Communities program.
[61 FR 11476, Mar. 20, 1996]
Sec. 570.404 Historically Black colleges and unive

(a) General. Grants under this section will be
historically Black colleges and universities to exp
effectiveness in addressing
neighborhood revitalization, housing and economic
localities, consistent with the purposes of title |
Conmuni ty Devel opnent Act of 1974.

(b) Eligible applicants. Only historically Blac
universities (as determined by the Department of Ed
accordance
with that Department's responsibilities under Execu
dated April 28, 1989) are eligible to submit applic

(c) Eligible activities. Activities that may be
section are those eligible under Sec. Sec. 570.201
provided that any activity which is required by Sta
be
carried out by a governmental entity may not be fun
section. Notwithstanding the provisions of Sec. Sec
grants
under this section
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are not subject to the 20 percent limitation on pla
administration costs, as defined in Sec. Sec. 570.2
respectively.

(d) Applications. Applications will only be acc
applicants in response to a Request for Application
be
issued either concurrently with or after the public
of
Funding Availability (NOFA) published in the Federa
NOFA
will describe any special objectives sought to be a
funding to be provided, including any limitations o
activities to be funded to achieve the objectives,
awarded
to each of the selection criteria listed in paragra
section, and any special factors to be evaluated in
under the selection factors to achieve the stated o
will also state the deadline for the submission of
total funding available for the competition, and th
individual grants. The NOFA will include further in
instructions for the submission of acceptable appli

(e) Selection criteria. Each application submit
section will be evaluated by

(1) The extent to which the applicant addresses
published in the NOFA and the RFA.

(2) The extent to which the applicant demonstra
proposed activities will have a substantial impact
stated objectives.

(3) The special needs of the applicant or local

rsities program.

awarded to
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carrying out the proposed activities, particularly with respect to
benefiting low- and moderate-income persons.

(4) The feasibility of the proposed activities, i.e., their
technical and financial feasibility, for achieving the stated
objectives, including local support for activities proposed to be
carried out in the locality and any matching funds proposed to be
provided from other sources.

(5) The capability of the applicant to carry ou t satisfactorily
the
proposed activities in a timely fashion, including satisfactory
performance in carrying out any previous HUD-assisted projects or
activities.

(6) In the case of proposals/projects of approx imately equal
merit,

HUD retains the right to exercise discretion in select ing projects in
a

manner that would best serve the program objectives , with
consideration

given to the needs of localities, types of activiti es proposed, an
equitable geographical distribution, and program ba lance.

(f) Certifications. (1) Certifications required to be submitted by
applicants shall be as prescribed in the RFA packag es.

(2) In the absence of independent evidence whic h tends to
challenge
in a substantial manner the certifications made by the applicant, the
required certifications will be accepted by HUD. If independent
evidence
is available to HUD, however, HUD may require further information or
assurances to be submitted in order to determine wh ether the
applicant's
certifications are satisfactory.

(g) Multiyear funding commitments. (1) HUD may make funding
commitments of up to five years, subject to the ava ilability of
appropriations. In determining the number of years for which a
commitment will be made, HUD will consider the nature of the
activities
proposed, the capability of the recipient to carry out the proposed
activities, and year-by-year funding requirements.

(2) Awards will be made on the basis of a 12-mo nth period of
performance. Once a recipient has been selected for a multi-year
award,
that recipient would not be required to compete in a competition for
the
subsequent funding years covered by the multi-year funding commitment.
Recipients performing satisfactorily will be invite d to submit
applications for subsequent funding years in accord ance with
requirements outlined in the Notice of Funding Avai lability and
Request
for Grant Application. Subject to the availability of approp riations,
subsequent-year funding will be determined by the f ollowing:

(i) The recipient has submitted all reports req uired for the
previous year or years in a timely, complete and sa tisfactory manner
in
accordance with the terms and conditions of the grant.
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(ii) The recipient has submitted sufficient evi
demonstrate
successful completion of the tasks and deliverables
determination of satisfactory performance will be m
upon
evidence of task completions provided by the recipi
data
from client feedback and site evaluations.

(iif) The recipient has submitted the next annu

(iv) The subsequent year's application is consi
described in the original application.

(3) Recipients participating in multi-year fund
not
eligible to apply for additional grants for the sam
activity
subject area for which they are receiving funds. Re
however, eligible to compete for grants for other p
areas.

(h) Selection and notification. The
disapprove or conditionally approve an application
communicated
in writing to the applicant.

(i) Environmental and intergovernmental review.
for
Intergovernmental Reviews do not apply to HBCU awar
conduct
an environmental review in accordance with 24 CFR p
giving
its approval to a proposal.

[56 FR 18968, Apr. 24, 1991]
Sec. 570.405 The insular areas.

(a) Eligible applicants. Eligible applicants ar
Islands, American Samoa, the Trust Territory of the
and
the Commonwealth of the Northern Mariana Islands.

(b) Threshold requirements.
progress
on outstanding grants made under this section based
performance report, the timeliness of close-outs an
fund management requirements and pertinent regulati
consideration the size of the

dence to

of the grant. A
ade by HUD based

ent, along with
al application.
stent with that
ing projects are
e project or

cipients are,
roject or activity

HUD decision to approve,

shall be

The requirements
ds. HUD will

art 50 before

e Guam, the Virgin
Pacific Islands,

HUD shall review each grantee's

on the grantee's
d compliance with
ons, taking into

gr ant and the degree and complexity of

the

program. If HUD determines upon such review that the applicant doe S
not

have the capacity effectively to administer a new gr ant, or a portion

of

anew grant,in addition to grants currently under administrat ion, the

applicant shall not be invited to submit an applica
current
year's funding.

(c) Previous audit findings and outstanding mon
HUD shall not accept for review an application from an
has either an outstanding audit finding for any

tion for the

etary obligations.
applicant that

HUD program, or an



outstanding monetary obligation to HUD that is in arrears, or for
which

a repayment schedule has not been established and a greed to. The Field
Office manager may waive this restriction if he or she finds that the
applicant has made a good faith effort to clear the audit. In no
instance, however, shall a waiver be provided when funds are due HUD,
unless a satisfactory arrangement for repayment of the debt has been
made and payments are current.

(d) Criteria for funding. The Secretary shall e stablish, for each
fiscal year, an amount for which eligible applicant s may apply. G ant
amounts will be based on population of the applican tand its
performance
in previous years. In determining performance, HUD will consider
program
achievements and the applicant's effectiveness in u sing program funds.
Effectiveness in using program funds shall be measu red by reviewing
audit, monitoring and performance reports.

(e) Application and performance reporting. Appl ication and
performance reporting requirements are as follows:

(1) Applicants must submit applications within 90 days of the
notification of the gr ant amount from HUD.

(2) Applicants shall prepare and publish or pos t a proposed
application in accordance with the citizen particip ation requirements
of
paragraph (h) of this section.

(3) Applicants shall submit to HUD a final application containing
its comunity devel opnent objectives and activities. This application
shall be submitted to the appropriate HUD office, together with the
required certifications, in a form prescribed by HUD.

4) G ant recipients must submit to HUD an annual performance
report
on progress achieved on previously funded grants. G ant recipients
must
submit the report at a time and in a format determi ned by HUD. The

report should be
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made available to citizens in accordance with the r equirements of
paragraph (h)(1)(iv) of this section.
(f) Costs incurred by the applicant. (1) Notwit hstanding any other
provision of this part, HUD will not reimburse or recognize any costs
incurred by an applicant before submission of the a pplication to HUD.
(2) Normally, HUD will not reimburse or recognize costs incurred
before  HUD approval of the application for funding. However, under
unusual circumstances, the Field office manager may consider and
conditionally approve written requests to recognize and reimburse
costs
that will be incurred after submission of the appli cation but before
it
is approved where failure to do so would impose und ue or unreasonable
hardship on the applicant. Conditional approvals wi Il be made only
before the costs are incurred and where the conditi ons for release of
funds have been met in accordance with 24 CFR 58.22 , and with the
understanding that HUD has no obligation whatsoever to approve the
application or to reimburse the applicant should th e application be

disapproved.



(g) Criteria for conditional approval.
subject to specified conditions. In any such case,
utilization of funds may be restricted. The reasons
conditional
appproval and the actions necessary to remove the ¢
specified. Failure of the applicant to satisfy the
result
in a termination of the
under any of the following circumstances:
(1) When local environmental reviews under 24 C
yet been completed;
(2) To ensure that actual provision of other re
complete the proposed activities will be available
period of time;
(3) To ensure that a project can be completed w
costs;
(4) Where the grantee is required to satisfy an
due
to HUDunder a payment plan executed between the grantee
Department;
(5) Pending resolution of problems related to s
the capability of the grantee to obtain resources n
operate or maintain the project; or
(6) Pending approval of site and neighborhood s
proposed
housing projects.
(h) Citizen participation. (1) The applicant sh
appropriate citizen participation in the applicatio
process. The applicant must, at least, do each of t
(i) Furnish citizens with information concernin
funds
available for
range
of activities that may be undertaken, including the
proposed to be used for activities that will benefi
and
moderate income, and the plans of the grantee for m
displacement of persons as a result of activities a
funds and to assist persons actually displaced;
(i) Hold one or more public hearings (schedule
times
and places) to obtain the views of citizens on
and
housing needs;
(iii) Develop and publish or post the
statement in such a manner as to afford affected ci
opportunity
to examine its contents and to submit comments;
(iv) Afford citizens an opportunity to review a
applicant's performance under any
(2) Before submitting the application to
certify that it has:
(i) Met the requirements of paragraph (h)(1) of
(i) Considered any comments and views expresse
(iii) If appropriate, modified the application
made
the modified application available to citizens.

HUD may approve a gr ant

the obligation and
for the

onditions shall be
conditions may

gr ant . A conditional approval may be granted
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[50 FR 37526, Sept. 16, 1985, as amended at 60 FR 5 6914, Nov. 9, 1995;
61 FR 32269, June 21, 1996]

Effective Date Note: At 61 FR 32269, June 21, 1 996, Sec.
570.405(e)(4) was revised. This section contains in formation
collection
and recordkeeping requirements and will not become effective until
approval has been given by the Office of Management and Budget.
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Sec. 570.406 Formula miscalculation grants.

(a) General. Grants under this section will be made to States and
units of general local government determined by the Secretary to have
received insufficient amounts under section 106 of the Act as a result
of a miscalculation of its share of funds under suc h section.

(b) Application. Since the gr ant is to correct a technical error
in
the formula amount which should have been awarded u nder section 106,
no
application is required.

(c) Use of funds. The use of funds shall be sub ject to the
requirements, certifications and Final Statement ot herwise applicable
to
the grantee's section 106 gr ant funds provided for the fiscal year in
which the  gr ant under this section is made.

(d) Unavailability of funds. If sufficient fund s are not available
to make the gr ant in the fiscal year in which the Secretary makes th e
determination required in paragraph (a) of this sec tion, the gr ant
will
be made, subject to the availability of appropriati ons for this
subpart,

in the next fiscal year.
[56 FR 41940, Aug. 26, 1991]
Sec. 570.410 Special Projects Program.
(a) Program objectives. The Conmruni ty Devel opnent Special Projects

Program enables HUD to award grants to States and units of general
local

government, subject to availability of funds, for s pecial projects

that

address conmuni ty devel opnent activities or techniques consistent with

the purposes of title | of the Housing and Conmuni ty Devel opnent Act
of

1974, as amended.

(b) Eligible applicants. Only States and units of general local
government (as defined in Sec. 570.3) are eligible to submit proposals
or applications for Special Projects grants. Propos als or applications
may be submitted by eligible applicants on behalf o f themselves, on
behalf of other eligible applicants, or jointly by more than one
eligible applicant.

(c) Eligible activities. (1) Project activities that may be funded

under this section are those eligible under 24 CFR part 570-- Communi ty



Devel opnent Bl ock Grants, subpart C--Eligible Activities. No more th an

twenty (20) percent of the funds awarded under this
used

for overall program administration or planning acti
under

Sec. Sec. 570.205 and 570.206.

(2) The amount of funds awarded to a unit of ge
government under this section that may be used for
activities is limited. The applicant may use whiche
following
methods of calculation yields the highest amount:

(i) Fifteen percent of the special projects

(i) An amount equal to 15 percent of the sum o

section may be
vities eligible
neral local

public service
ver of the

grant;

f special project

gr ant funds plus gr ant funds received for the same federal fiscal year

under the Entitlement or State program, less the am
gr ant funds which will be used for other

Entitlement or State program
public service activities; or

(i) In the case of an applicant that is an En
subject to the exception in Sec. 570.201(e)(3), an
amount of the Entitlement
fiscal year that may be used for public service act
amount of the Entitlement
public service activities.

(d) Proposals. Eligible applicants may submit u
proposals.

HUD may ask proposers to submit additional information

for

evaluation. There is no

proposal

regardless of its merit. If

request that the proposer submit a formal applicati
(1) Three (3) copies of a proposal must be sent

stated in (3), below. Each proposal submitted pursu

shall be evaluated by HUD using the following criteria:

(i) The extent to which the proposal satisfies
title and addresses a special

(ii) The eligibility of proposed activities.

(iif) The feasibility of the project; i.e., its
financial feasibility for achieving the goals state

[[Page 78]]

(iv) The capacity of the proposer to carry out
proposed project activities.

(2) If the proposal is submitted jointly by, or
than one eligible applicant, the proposal must:

(i) Contain a cooperation agreement signed by t
Officer of each participating jurisdiction which sp
with the purpose and intent of the proposal and int
gr ant requirements;

(ii) Address problems faced by all jurisdiction
proposal; and,

(iif) Be submitted by the lead jurisdiction. Th
shall be responsible for overall coordination and a
the
project.

ount of the

tittement grantee
amount equal to the

gr ant funds received for the same federal

ivities, less the

gr ant funds which will be used for other

nsolicited

if necessary

HUD commitment to fund any unsolicited

HUD elects to fund a proposal, it will

on.
to the address
ant to this section

purposes of this

communi ty devel opnent need.

technical and
d in the proposal.

satisfactorily the

on behalf of, more
he Chief Executive
ecifies concurrence
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dministration of



(3) Unsolicited proposals may be submitted any

year.

However, if there are no funds available for such p

be returned without review. Proposals shall contain

424

signed by the Chief Executive Officer of the State

local government. They shall be sent to: Department
Urban

Devel opnent , Office of Conmruni t y Planning and
Street, SW., Washington, DC 20410, Attention: Direc
Program Policy Devel oprent , CPP.

(e) Applications. Applications are accepted onl
applicants in response to letters of solicitations,
announcements published in Notices in the Federal R
requirements and criteria to be used by
applications and instructions regarding their submi
stated
in each Notice or letter.

(f) Certifications. Applications shall contain
required by 24 CFR 570.303, except that regarding ¢
participation:

The applicant must certify that citizens likely to
project, particularly low- and moderate-income pers
provided an opportunity to comment on the proposal
the application is submitted jointly, or on behalf
jurisdiction, each jurisdiction shall submit the re
certifications.

(g) Selection and notification. The
disapprove or conditionally approve a proposal or a
communicated in writing to the applicant.

[47 FR 30054, July 12, 1982, as amended at 54 FR 31

55

FR 29309, July 18, 1990; 56 FR 56127, Oct. 31, 1991

Sec. 570.411 Joint Conmruni ty Devel opnent Program.
(a) General. Grants under this section will be

institutions of higher education or to States and |

applying jointly with institutions of higher educat

of

higher education must demonstrate the capacity to ¢

under title | of the Housing and

For

ease of reference, this program may be called the J
(b) Definitions.
Demonstrated capacity to carry out eligible act

I

means recent satisfactory activity by the instituti

education's staff designated to work on the program

subcontractors and consultants firmly committed to

proposed

activities, in title | programs or similar programs

for

oversight by a State or unit of general local gover
Institution of higher education means a college

granting 4-year degrees and accredited by a nationa

time during the

roposals, they will
a Standard Form

or unit of general
of Housing and

Devel opnent , 451 Seventh

tor, Office of

y from eligible
or to competition
egister. Submission

HUD to evaluate solicited

ssion shall be

the certifications
itizen

be affected by the
ons, have been
or application. If
of more than one
quired

HUD decision to approve,

pplication shall be

672, Aug. 1, 1989;

]
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, including
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accrediting agency recognized by the U.S. Departmen t of Education.

(c) Eligible applicants. Institutions of higher education or
States
and units of general local government jointly with institutions of
higher education may apply. Institutions of higher education with
demonstrated capacity to carry out eligible activit ies under title |
may
apply on their own, without the joint participation of a State or unit
of general local government. States or unit of gene ral local
governments
must file jointly with an institution of higher edu cation. For these
approved joint applications, the gr ant will be made to the State or
unit
of general local government and the institution of higher education
jointly. If an eligible applicant is an institution of higher
education,
it will not be funded more than once for the same k inds of activities.
These grantees may not receive funding under a subs equent NOFA if it
has

the same program objectives as the one
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under which the grantee previously received funding . However, a State
or

unit of general local government is eligible to app ly if it files

jointly with a different institution of higher educ ation in each NOFA
cycle.  HUD may further limit the type of eligible applicant t 0 be
funded. Any such limitations will be contained in t he Notice of
Funding

Availability described below in paragraph (h) of th is section.

(d) Role of participants in joint applications. An institution of
higher education and a State or unit of general loc al government may
carry out eligible activities approved in joint app lications. Where
there are joint applicants, the gr ant will be made to both and both
will
be responsible for oversight, compliance, and perfo rmance. The
application will have to clearly delineate the role of each applicant
in
the joint application. Any funding sanctions or oth er remedial actions
by HUD for noncompliance or nonperformance, whether by th e State or
unit
of general local government or by the institution o f higher education,
shall be taken against both grantees.

(e) Eligible activities. Activities that may be funded under this
section are those eligible under 24 CFR part 570-- Conmuni ty
Devel opnent
Bl ock Grants, subpart C--Eligible Activities. These acti vities may be
designed to assist residents of colonias, as define d in section 916(d)
of the Cranston-Gonzalez National Affordable Housin g Act (42 U.S.C.
5306
note), to improve living conditions and standards w ithin colonias. HUD
may limit the activities to be funded. Any such lim itations will be
contained in the Notice of Funding Availability des cribed in paragraph
(h) of this section.

(f) Applications. Applications will only be acc epted from eligible

applicants in response to a publication of a Notice of Funding



Availability (NOFA) published by
(g) Local approval. (1) Where an institution of
is
the applicant, each unit of general local governmen
entitlement jurisdiction where an activity is to ta
approve
the activity and certify that the activity is consi
Consolidated Plan.
(2) Where a State is the joint applicant and it
out an activity within the jurisdiction of one or m
general
local government, then each such unit must approve
state that the activity is consistent with its Cons
(3) These approvals and findings must accompany
and
may take the form of a letter by the chief executiv
unit of general local government affected or a reso
legislative body of each such unit of general local
(h) NOFA contents. The NOFA will describe any s
sought to be achieved by the funding to be provided
limitations on the type of activities to be funded
objectives, any limitations on the type of eligible
points to be awarded to each of the selection crite
factors to be evaluated in assigning points under t
criteria
to achieve the stated objectives. The NOFA will als
deadline
for the submission of applications, the total fundi
the
competition, the period of performance and the maxi
amount of individual grants. The NOFA will also sta
various possible levels of competition
regional or entitlement areas vs. non-entitlement a
units of general local government vs. institutions
vs. institutions of higher education with a demonst
NOFA will include further information and instructi
submission of acceptable applications to
(i) Selection criteria. Each application submit
section will be evaluated by
(1) The extent to which the applicant addresses
published in the NOFA and demonstrates how the prop
will
have a substantial impact in achieving the objectiv
(2) The extent of the needs to be addressed by
activities, particularly with respect to benefiting
income persons and residents of colonias, where app
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(3) The feasibility of the proposed activities,
technical and financial feasibility, for achieving
objectives.

(4) The capability of the applicant to carry ou
the
proposed activities in a timely fashion, including
performance in carrying out any previous
activities.

HUD in the Federal Register.
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(5) The extent of commitment to fair housing an
opportunity,
as indicated by such factors as previous
activity, actions to promote minority- and women-ow
enterprise, affirmatively furthering fair housing i
nondiscriminatory delivery of services.

() Selection discretion.
discretion in selecting projects in a manner that w
program objectives, with consideration given to the
and
units of general local government and institutions
education,
types of activities proposed, an equitable geograph
and program balance. The NOFA will state whether
discretion in any specific competition.

(k) Certifications. (1) Certifications, includi
that applicants have adhered to all civil rights re
subpart K of this part and the Americans with Disab
1990,
required to be submitted by applicants shall be as
NOFA.

(2) In the absence of independent evidence whic
challenge
in a substantial manner the certifications made by
required certifications will be accepted by
independent
evidence is available,
assurances
to be submitted in order to determine whether the a
certifications are satisfactory.

(I) Consolidated plan. An applicant that propos
activities as part of its application will be requi
certification that these activities are consistent
Consolidated
Plan of the jurisdiction to be served.

(m) Citizen participation. The citizen particip
of
Sec. Sec. 570.301, 570.431, 570.485(c) and 570.486(
require the following: The applicant must certify t
to be affected by the project regardless of race, ¢
national origin, familial status, or handicap, part
moderate-income persons, have been provided an oppo
on
the proposal or application.

(n) Environmental and Intergovernmental Review.
for
Intergovernmental Reviews do not apply to these awa
an environmental review in accordance with 24 CFR p
carried out by the State or unit of general local g
is
the applicant.
an institution of higher education is the applicant

(Approved by the Office of Management and Budget un
2535-0084)

[60 FR 15837, Mar. 27, 1995]
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Sec. 570.415 Conmuni ty Devel opnment Work Study Program.

(a) Applicability and objectives. HUD makes grants under CDWSP to
institutions of higher education, either directly o r through areawide
planning organizations or States, for the purpose o f providing
assistance to economically disadvantaged and minori ty students who
participate in a work study program while enrolled in full-time
graduate

programs in conmuni ty and economic devel opnment, conmmuni ty planning,
and

communi t y management. The primary objectives of the program are to
attract economically disadvantaged and minority stu dents to careers in
communi t y and economic devel opnment, commrunity planning, and comruni ty
management, and to provide a cadre of well-qualifie d professionals to
plan, implement and administer local communi ty devel opnent programs.

(b) Definitions. The following definitions appl y to CDWSP:

Applicant means an institution of higher educat ion, a State, or an
areawide planning organization that submits an appl ication for

assistance under CDWSP.
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Areawide planning organization (APO) means an o rganization
authorized by law or by interlocal agreement to und ertake planning and
other activities for a metropolitan or nonmetropoli tan area. For an
organization operating in a nonmetropolitan area to be considered an
APQ, its jurisdiction must cover at least one count y.

CDWSP means the Conmuni ty Devel opnent Work Study Program.

Contruni t y building means communi t y and economic devel opnent,
conmuni ty planning, communi t y management, land use and housing
activities.

Conmruni t y building academic program or academic program mean sa
graduate degree program whose purpose and focus is to educate students
in conmuni ty building. ™ Conmruni t y building academic program” or
““academic program" includes but is not limited to graduate degree
programs in conmuni t y and economic devel opnent, conmuni ty planning,
communi t y management, public administration, public policy, urban
economics, urban management, and urban planning. ™ Communi ty building
academic program" or ~academic program" excludes social and
humanistic fields such as law, economics (except fo r urban economics),
education and history. ™ Conmuni t y building academic program” or
““academic program" excludes joint degree programs except where both
joint degree fields have the purpose and focus of e ducating students
in
conmuni t y building.

Economically disadvantaged and minority student S means students
who
satisfy all applicable guidelines established at th e participating
institution of higher education to measure financia | need for academic
scholarship or loan assistance, including, but not limited to,
students
who are Black, American Indian/Alaskan Native, Hisp anic, or Asian/
Pacific Island, and including students with disabil ities.

Institution of higher education means a public or private
educational institution that offers a commruni t y building academic

program and that is accredited by an accrediting ag ency or association



recognized by the Secretary of Education under 34 C

Recipient means an approved applicant that exec
agreement with HUD.

Student means a student enrolled in an eligible
program. He/she must be a first-year studentin a t
program. Students enrolled in Ph.D. programs are in

Student with disabilities means a student who m
of ““person with disabilities" in the Americans wi
of 1990.

(c) Assistance provided--(1) Types of assistanc
provides funding in the form of grants to recipient
assistance
available to eligible students. Grants are provided
of student assistance and for an administrative all

(i) Student assistance. Grants are made to reci
costs of assistance provided to eligible students i
student
stipends, tuition support, and additional support.

(A) Student stipend. The amount of the student
upon
the prevailing hourly rate for initial entry positi
building and the number of hours worked by the stud
placement assignment, except that the hourly rate u
sufficiently high to allow a student to earn the fu
working over 20 hours per week during the school ye
week during the summer. The amount of the stipend t
may not exceed the actual amount earned, up to $9,0

(B) Tuition support and additional support. The
for tuition, fees, books, and travel related to the
workplace assignment or conferences may not exceed
incurred
or $5,000 per year, whichever is higher. The confer
to
those dealing with
organizations.

(ii) Administrative allowance.
recipients to cover the administrative costs of the
administrative allowance is $1,000 per year for eac
participating in the program.

(2) Number of students assisted. The minimum nu
that
may
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be assisted is three students per participating ins
education. If an APO or State receives assistance f
is
conducted by two or more institutions of higher edu
participating institution must have a minimum of th
program. The maximum number of students that may be
CDWSP
is five students per participating institution of h

(d) Recipient eligibility and responsibilities-
eligibility. (i) The following organizations are el
assistance under the program:

(A) Institutions of higher education. Instituti

FR part 602.
utesa grant

full-time academic
wo-year graduate
eligible.

eets the definition
th Disabilities Act

e available. HUD
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education offering a
for assistance under CDWSP.

(B) Areawide planning organizations and States.
may apply for assistance for a program to be conduc
institutions of higher education. Institutions part
program must be located within the particular area
the
APO and is identified by the State law or interloca
creating
the APO. Institutions of higher education participa
program must be located within the State.

(ii) To be eligible in future funding competiti
recipients are required to maintain a 50-percent ra
from
a CDWSP-funded academic program.

(i) If an institution of higher education tha
individual application is also included in the appl
or
State, then the separate individual application of
higher education will be disregarded. Additionally,
of
higher education is included in the application of
State, then the references to the institution in th
the
State will be stricken. The State's application wil
ineligible
if fewer than two institutions of higher education
participants in the State's application.

(2) Recipient responsibilities. (i) The recipie
for
the administration of the program, for compliance w
requirements, and for the coordination of program a
out
by the work placement agencies and (if the recipien
State), by the participating institutions of higher
recipient must:

(A) Recruit and select students for participati
recipient shall establish recruitment procedures th
economically disadvantaged and minority students pu
communi t y building, and make such students aware of the avai
of
assistance opportunities. Students must be selected
beginning
of the semester for which funding has been provided

(B) Recruit and select work placement agencies,
execute agreements covering each work placement ass

(C) Refer participating students to work placem
assist students in the selection of work placement

(D) Assign sulfficient staff to administer and s
program
on a day-to-day basis, and, where the recipient is
monitor the activities of the work study coordinati

(E) Encourage participating students to obtain
minimum of two years after graduation with a unit o
government, Indian tribe or nonprofit organization
conmmuni ty
building.

communi t y building academic program are eligible

An APO or a State
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(F) Maintain records by racial and ethnic categ
economically disadvantaged student enrolled in the

(G) Keep records and make such reports as

(H) Comply with all other applicable Federal re

(ii) If the recipient is an APO or State, the r

(A) Establish a committee to coordinate activit
participants, to advise the recipient on policy mat
recipient in ranking and selection of participating
review disputes concerning compliance with program
performance. The committee shall be chaired by a re
recipient, and shall include
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representatives of the participating institutions o

work placement agencies, students, and HUD.

(B) Allocate the assistance awarded under the p
participating institutions of higher education. APO
not
make fractional awards to institutions. (E.g., awar
must assist a fixed number of students and not, for
students.)

(e) Institutions of higher education. Instituti
education participating in a program are responsibl
educational component. Where the recipient is an AP
institution of higher education shall assist the AP
administration and operation of the program. Respon
assisting the recipient in the selection of student
the
eligibility of students for the academic program, a
analysis of students under the financial need guide
by
the institution. All institutions of higher educati
other applicable Federal requirements.

(f) Work placement agencies eligibility and res
Eligibility. To be eligible to participate in the C
placement agencies must be involved in
an
agency of a State or unit of local government, an A
tribe,
or a nonprofit organization.

(2) Responsibilities. Work placement agencies m

(i) Provide practical experience and training i
building.

(i) Consult with the institution of higher edu
or State, where an APO or State is the recipient) t
student's work placement assignment provides the re
and training to meet the required number of work ho
the
student work placement agreement.

(i) Provide a sufficient number of work place
provide participating students with a wide choice o

(iv) Require each student to devote 12-20 hours
the
regular school year, or 35-40 hours a week during t
work placement assignment. Work placement agencies
flexibility in the work period, if such a schedule

ories for each
CDWSP.
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the requirements of the student's academic program.
participating student may receive stipend payment o
period

that the student is placed with the work placement

(v) Comply with all other applicable Federal re

(vi) Maintain such records as

(g) Student eligibility and responsibilities. S
directly to recipients receiving grants under CDWSP
selected in accordance with the following eligibili
selection procedures.

(1) Eligibility. To be eligible for CDWSP, the

(i) Must satisfy all applicable guidelines esta
participating institution of higher education to me
need
for academic scholarship or loan assistance.

(ii) Must be a full-time student enrolled in th
graduate study in a
participating institution of higher education. Indi
doctoral programs are ineligible.

(iii) Must demonstrate an ability to maintain a
of performance in the
placement assignments, and to comply with the profe
set
by the recipient and the work placement agencies.

(iv) May not have previously participated in CD

(v) Must provide appropriate written evidence t
lawfully admitted for permanent residence in the Un
individual is not a citizen.

(2) Selection. In selecting among eligible stud
must consider the extent to which each student has

(i) Financial need under the applicable financi
established at the institution of higher education;

(ii) An interest in, and commitment to, a profe
communi t y building;
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(i) The ability satisfactorily to complete ac
placement responsibilities under CDWSP.

(3) Student responsibilities. Participating stu

() Enroll in a two-year program. A student's a
placement responsibilities include: Full-time enrol
approved
academic program; maintenance of a satisfactory lev
in

the conmuni ty building academic program and in work placement

assignments; and compliance with the professional ¢
set
by the recipient and the work placement agency. A s
of
academic performance consists of maintaining a B av
participation in CDWSP shall be terminated for fail
responsibilities and standards. If a student's part
terminated, the student is ineligible for further C
(ii) Agree to make a good-faith effort to obtai
communi t y building with a unit of State or local government,

HUD may require.
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nly during the
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quirements.
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tribe, or a nonprofit organization. The term of emp loyment should be
for

at least two consecutive years following graduation from the academic
program. If the student does not obtain such employ ment, the student
is

not required to repay the assistance received.

(h) Notice of fund availability. HUD will solicit gr ant
applications
from institutions of higher education, APO's and St ates by publishing
a
notice of fund availability in the Federal Register . The notice will:

(1) Explain how application packages (requests for grant
applications) providing specific application requir ements and guidance
may be obtained;

(2) Specify the place for filing completed appl ications, and the
date by which the applications must be physically r eceived at that
location;

(3) State the amount of funding available under the notice;

(4) Provide other appropriate program informati on and guidance.

(i) Recipient selection process. The selection process for
applications under CDWSP consists of a threshold re view, ranking of
eligible applications and final selection.

(1) Threshold. To be eligible for ranking, appl icants must meet
each
of the following threshold requirements:

(i) The application must be filed in the applic ation form
prescribed
by HUD, and within the required time periods;

(ii) The applicant must demonstrate that it is eligible to
participate;

(iif) The applicant must demonstrate that each institution of
higher
education participating in the program as a recipie nt has the required
academic programs and faculty to carry out its acti vities under CDWSP.
Each work placement agency must have the required s taff and communi ty
building work study program to carry out its activi ties under CDWSP.

(2) Rating. All applications that meet the thre shold requirements
for applicant eligibility will be rated based on th e following
selection
criteria:

(i) Quality of academic program. The quality of the academic
program
offered by the institution of higher education, inc luding without
limitation the:

(A) Quality of course offerings;

(B) Appropriateness of course offerings for pre paring students for
careers in communi t y building; and

(C) Qualifications of faculty and percentage of their time devoted
to teaching and research in conmuni t y building.

(i) Rates of graduation. The rates of graduati on of students
previously enrolled in a commruni t y building academic program at the
institution of higher education, specifically inclu ding (where
applicable) graduation rates from any previously fu nded CDWSP academic
programs or similar programs.

(iii) Extent of financial commitment. The commi tment and ability
of

the institution of higher education to assure that CDWSP students will



receive sufficient financial assistance (including
necessary) above and beyond the CDWSP funding to co
academic

program in a timely manner and without working in e

per

week during the school year.
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(iv) Quality of work placement assignments. The
the
participating students will receive a sufficient nu
work placement assignments, the assignments will pr
useful experience to students participating in the
assignments will further the participating students
professional careers in conmuni t y building.

(v) Likelihood of fostering students' permanent
communi t y building. The extent to which the proposed program
participating students directly and immediately to
employment
in conmuni t y building, as indicated by, without limitation:

(A) The past success of the institution of high
placing its graduates (particularly CDWSP-funded an
graduates where applicable) in permanent employment
building; and

(B) The amount of faculty and staff time and in
resources
devoted to assisting students (particularly student
and
similar programs where applicable) in finding perma
conmuni t y building.

(vi) Effectiveness of program administration. T
an
applicant will be able effectively to coordinate an
program.  HUD will allocate the maximum points available under t
criterion equally among the following consideration
paragraphs (i)(2)(vi) (A), (B), and (C) of this sec
the
maximum points available under this criterion will
equally
between the considerations set forth in paragraphs
(B) of this section only where the applicant has no
administered a CDWSP-funded program.

(A) The strength and clarity of the applicant's
CDWSP students on rotating work placement assignmen
CDWSP students' progress both academically and in t
assignments;

(B) The degree to which the individual who will
administer the program has clear responsibility, am
and sufficient authority to do so; and

(C) The effectiveness of the applicant's prior
administration of a CDWSP-funded program, where app
the timeliness and completeness of the applicant's
CDWSP
reporting requirements).

(vii) Commitment to meeting economically disadv
minority

loans, where
mplete their

xcess of 20 hours

extent to which

mber and variety of
ovide practical and
program, and the

' preparation for

employment in

will lead
permanent

er education in
d similar program
in comunity

stitutional
s in CDWSP-funded
nent employment in
he degree to which
d administer the

his
s set forth in
tion, except that

be allocated

(H(2)(vi) (A) and
t previously

plan for placing
ts and monitoring
heir work placement

coordinate and
ple available time,

coordination and

licable (including
compliance with

antaged and



students' needs. The applicant's commitment to meet ing the needs of

economically disadvantaged and minority students as demonstrated by
policies and plans regarding, and past effort and s uccess in,
recruiting, enrolling and financially assisting eco nomically
disadvantaged and minority students. If the applica nt is an APO or
State, then HUD will consider the demonstrated commitment of each
institution of higher education on whose behalf the APO or State is
applying; HUD will then also consider the demonstrated commitmen t of
the
APO or State to recruit and hire economically disad vantaged and
minority
students.

(3) Final selection. Eligible applications will be considered for
selection in their rank order. HUD may make awards out of rank order
to
achieve geographic diversity, and may provide assis tance to support a
number of students that is less than the number req uested under
applications in order to provide assistance to as m any highly ranked
applications as possible.

(i) Agreements--(1) G ant agreement. The responsibilities of the
recipient under CDWSP will be incorporated in a gr ant agreement
executed
by HUD and the recipient.

(2) Student agreement. The recipient and each p articipating
student
must execute a written agreement incorporating thei r mutual
responsibilities under CDWSP. The agreement must be executed before
the
student can be enrolled in the program. A student's participation in
CDWSP shall be terminated for failure to meet the r esponsibilities and
standards in the agreement.

(3) Work placement assignment agreement. The in stitution of higher

education, the APO or state (if an APO or
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State is the gr ant recipient), the participating student, and the wor

placement agency must execute a written agreement ¢ overing each work
placement assignment. The agreement must address th e responsibilities
of

each of the parties, the educational objectives, th e nature of
supervision, the standards of evaluation, and the s tudent's time
commitments under the work placement assignment.

(4) APOQ (or state) and institution of higher ed ucation. Where the
recipient is an APO (or a State), the recipient and each participating
institution of higher education must execute a writ ten agreement
incorporating their mutual responsibilities under C DWSP.

(k) G ant administration--(1) Initial obligation of funds. W hen
HUD
selects an application for funding, and notifies th e recipient, HUD
will
obligate funds to cover the amount of the approved gr ant . The initial
obligation of funds will provide for student grants for two years.

(2) Disbursement. Recipients will receive gr ant payments by direct
deposit on a reimbursement basis. If that is not po ssible, gr ant

payments will be made by U.S. Treasury checks.
(3) Deobligation and recipient repayment. (i) HUD may deobligate



amounts for grants if proposed activities are not b
within a reasonable time after selection.

(ii) If a student's participation in CDWSP is t
the
completion of the two-year term of the student's pr
recipient
may substitute another student to complete the two-
student whose participation has terminated. The sub
must
have a sufficient number of academic credits to com
program within the remaining portion of the termina
year term. With respect to any CDWSP
regardless of the date of
from the CDWSP to repay tuition and additional assi
gr ant recipient to repay such funds to
otherwise expended consistent with CDWSP regulation
agreement, or repayment may be required under parag
this section.

(iif) Consistent with OMB Circulars No. A-101 a
the
gr ant agreement, will set forth in detail other circumst
which funds may be deobligated, recipients may be |
repayment,
or other sanctions may be imposed.

(I) Other Federal requirements--(1) Handicap pr
must provide a statement certifying that no otherwi
handicapped person shall, solely by reason of handi
from
participation in, be denied the benefits of, or oth
to discrimination under the CDWSP.

(2) Nondiscrimination. The recipient must adher
nondiscrimination provisions: The requirements of t
Civil Rights Act of 1968, 42 U.S.C. 3600-20 (Fair H
implementing regulations issued at subchapter A of
Code
of Federal Regulations; title VI of the Civil Right
U.S.C. 2000d-4) (Nondiscrimination in Federally Ass
implementing regulations issued at 24 CFR part 1; s
Rehabilitation Act of 1973 (29 U.S.C. 794) and impl
regulations
at 24 CFR part 8; Executive Order 11063 and impleme
at
24 CFR part 107; and the Age Discrimination Act of
implementing
regulations at 24 CFR part 146.

[54 FR 27131, June 27, 1989, as amended at 61 FR 36
63 FR 31869, June 10, 1998]

Sec. 570.416 Hispanic-serving institutions work st

(a) Applicability and objectives.
Hispanic-serving Institutions Work Study Program (H
and
private non-profit Hispanic-serving Institutions (H
education for the purpose of providing assistance t
disadvantaged and minority students who participate
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program while enrolled in full-time conmmuni t y college programs in

conmmuni t y building, and to provide entry to pre-professional careers
in
these fields.

(b) Definitions. The following definitions appl y to HSI-WSP:
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Applicant means a public or private non-profit Hispanic-serving
institution of higher education that offers only tw o-year degree
programs, including at least one commruni t y building academic degree
program, and that applies for funding under HSI-WSP .

Conmruni t y building means communi t y and economic devel opnent,
communi ty planning, communi t y management, public policy, urban
economics, urban management, urban planning, land u se planning,
housing,
and related fields. Related fields include, but are not limited to,
administration of justice, child devel opnent , and human services.

Conmruni t y building academic program or academic program mean san
undergraduate associate degree program whose purpos e and focus is to
educate students in communi t y building. The terms ™ communi t y building
academic program" or ““academic program" refer to the types of
academic programs encompassed in the statutory phra se conmmunity or
economic devel oprment, comuni ty planning or communi t y management.”
For
purposes of HSI-WSP, such programs include, but are not limited to,
associate degree programs in conmuni t y and economic devel opnent,
communi ty planning, communi t y management, public administration,
public
policy, urban economics, urban management, urban pl anning, land use
planning, housing, and related fields of study. Rel ated fields of
study

that promote communi t y building, such as administration of justice,
child devel oprent , and human services are eligible, while fields suc
as

natural sciences, computer sciences, mathematics, a ccounting,
electronics, engineering, and the humanities (such as English or
history) would not be eligible. A transfer program (i.e., one that
leads
to transfer to a four-year institution of higher ed ucation for the
student's junior year) in a communi t y building academic discipline is
eligible only if the student is required to declare his/her major in
this discipline while at the commruni t y college.
Conmruni t y building field means any of the fields of study el igible

undera comuni ty building academic program.

Economically disadvantaged and minority student S means students
who
satisfy all the applicable guidelines established a t the participating
institution of higher education to measure financia | need for academic
scholarship or loan assistance, including, but not limited to,
students
with disabilities and students who are Black, Ameri can Indian/Alaska
Native, Hispanic, Asian/Pacific Islanders, where su ch students satisfy
the financial needs guidelines defined above.

Hispanic-serving institution is an institution of higher education
that certifies to the satisfaction of the Secretary that it meets the

criteria set out at 20 U.S.C. 1059¢(b)(1), includin g the following: An



institution that has an enrollment of undergraduate
that is at least 25 percent Hispanic; in which not
percent
of the Hispanic students are low-income individuals
families' taxable income for the preceding year did
percent of the poverty level) who are first generat
students;
and in which another 25 percent are either low-inco
first generation college students.
HSI-WSP or HSI-WSP program means the Hispanic-s
Work Study program.
Institution of higher education means a public
educational institution that offers two-year associ
communi t y building academic program and that is accredited b
accrediting agency or association recognized by the
Education. Institutions offering BOTH four-year and
are
not eligible for HSI-WSP.
Recipient means an approved applicant that exec
agreement with HUD.
Student means a person attending the institutio
education
on a full-time basis, as defined by that institutio
eligible
more
than half of the credits required for their degree
first receive assistance under HSI-WSP.
Student with disabilities means a student who m
of a
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““person with disabilities" in the Americans with
1990.

(c) Assistance provided--(1) Types of assistanc
provides funding in the form of grants to recipient
assistance
available to eligible students. Grants are provided
of student assistance and for an administrative all

(2) Maximum amount of assistance. The maximum a
provided to a student is $13,200 a year, including
administrative allowance, subject to the 20% limita
570.416(c)(4) below.
spent to each eligible expenditure, other than for
costs.

The institution must be able to document that the a
customary for that institution and that it has actu
amount

to the students. If a student is receiving a Pell

not

receive funding for the same educational support th
However, HSI-WSP can substitute for all or part of

(3) Student assistance. Grants are provided in
stipends, tuition support, and additional support.

(i) Student stipend. The amount of the student
based on the hourly rate for initial entry position

full-time students
less than 50

(i.e., their

not exceed 150
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building field and the number of hours worked by th
work

placement assignment. The stipend should be suffici
the student to earn the full stipend, as determined
without working over 20 hours per week during the s
hours per week during the summer.

(i) Tuition support. The amount of tuition sup
the tuition and required fees charged at the partic
of higher education.

(iii) Additional support. The recipient may pro
support for books, tutoring, and travel related to
program
or work placement assignment. Costs associated with
accommodations for students with disabilities inclu
limited
to, interpreters for the deaf/hard of hearing, spec
braille materials are eligible under this category.

(4) Administrative allowance.
recipients to cover the administrative costs of the
administrative allowance is $1,000 per year for eac
participating in the program; however, no more than
gr ant may be used for planning and program administrativ

(5) Number of students assisted. The minimum nu
that
may be assisted is three students per participating
higher education. The maximum number of students th
is
ten students per participating institution of highe
however,

a lower maximum or higher minimum may be establishe
funding round by the NOFA announcing the availabili

(d) Recipient eligibility and responsibilities-
eligibility. Public or private Hispanic-serving ins
education offering only undergraduate two-year degr
degrees in at least one
eligible for assistance under HSI-WSP. HSls that of
and
four-year degrees are not eligible for HSI-WSP assi

(2) Recipient responsibilities. The recipient i
administering the program, for compliance with all
requirements,
and for coordination of program activities carried
placement agencies. The recipient must:

(i) Recruit students for participation in HSI-W
shall establish recruitment procedures that identif
economically disadvantaged and minority students pu
conmmuni t y building, and make them aware of the availability
assistance opportunities. While the program is rest
recipient may neither restrict the program to any p
group or groups, nor provide any preferential treat
selection
process based on race or ethnicity. Only economical
students, as defined herein, may be assisted.
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(ii) Select students for participation in HSI-W
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among the eligible students, the recipient must con
which each student has demonstrated financial need
applicable

guidelines established at the institution of higher
interest in, and commitment to, a career in

the

ability to satisfactorily complete the academic and
responsibilities under HSI-WSP. Students must be se
beginning of the semester for which funding is bein
student's participation terminates, the student may
the

gr ant will be reduced by the amount of unused funds allo
student.

(iif) Provide the educational component for par
students.

(iv) Recruit and select work placement agencies
execute an agreement covering each work placement a

(v) Refer participating students to work placem
assist students in the selection of work placement

(vi) Assign sulfficient staff to administer and
program
on a day-to-day basis.

(vii) Encourage participating students to eithe
graduation employment with a unit of State or local
areawide planning organization (APO), Indian tribe
organization engaged in
institution of higher education to obtain a bachelo
commruni t y building academic discipline.

(viii) Maintain records by racial and ethnic ca
economically disadvantaged and minority student par
WSP.

(ix) Keep records and make such reports as

(x) Comply with all other applicable Federal re

(e) Work placement agencies eligibility and res
Eligibility. To be eligible to participate in HSI-W
placement agency must be an agency of a State or lo
APOQO, an Indian tribe, or a private nonprofit organi
communi t y building activities. A work placement site that is
the
institution of higher education (e.g., a child care
be
an eligible site if the services provided by that s
people in the broader communi t y outside the institution.

(2) Responsibilities. Work placement agencies m

(i) Provide practical experience and training i
building field to participating students through wo
assignments.

(ii) Consult with the institution of higher edu
that
the student's work placement assignment provides th
experience and training to meet the required number
specified in the student work placement agreement.

(iif) Provide a sufficient number and variety o
to
provide participating students with a wide choice o

(iv) Require each student to devote 12-20 hours
the

conmuni

sider the extent to
under the

education; an
t y building; and

work placement
lected before the
g provided. If a

not be replaced,;

tted for that
ticipating

, and negotiate and
ssignment.

ent agencies and
assignments.
supervise the

r: obtain post-
government, an
or nonprofit

commruni t y building; or transfer to a four-year

r's degree in a

tegories for each
ticipating in HSI-

HUD may require.

quirements.

ponsibilities--(1)

SP, the work

cal government, an

zation involved in
part of

center) can only

ite are offered to
ust;

nthe community
rk placement

cation to ensure

e requisite
of work hours

f work assignments

f work experience.
per week during



regular school year, and 35-40 hours a week during
work placement assignment. Work placement agencies
flexibility in the work period, if such a schedule

the requirements of the student's academic program.
participating student may receive a stipend payment
period when the student is placed with the work pla

(v) Comply with all other applicable Federal re

(vi) Maintain such records as

(f) Student eligibility and responsibilities. S
directly to recipients receiving grants under HSI-W

(1) Eligibility. To be eligible for HSI-WSP, th

(i) Must satisfy all applicable guidelines esta
participating institution of higher education to me
need
for academic scholarship or loan assistance.

(ii) Must be a full-time student enrolled in a
associate degree program at the participating insti
education. The student must have attained no more t
the
credits required for his/her degree at the time the
receives assistance under this program.
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(iii) Must demonstrate an ability to maintain a
of performance in
a
B average, as defined by the institution) and in wo
assignments, and comply with the professional stand
recipient and the work placement agencies.

(iv) May not have previously participated in HS

(2) Student responsibilities. Participating stu

(i) Enroll or be enrolled in a two-year
associate
degree program. A student's academic and work place
responsibilities
include: Full-time enroliment in an approved academ
maintenance of a satisfactory level of performance
building academic program and in work placement ass
compliance with the professional conduct standards
recipient
and by the work placement agency. A satisfactory le
performance consists of maintaining a B average, as
institution. A student's participation in HSI-WSP s
for failure to meet these responsibilities and stan
student's participation is terminated, the student
further HSI-WSP assistance.

(ii) Devote 12-20 hours per week during the reg
and
35-40 hours a week during the summer, to the work p
assignment.

Work placement agencies may provide flexibility in
such a schedule is consistent with the requirements
academic program. However, a participating student
stipend

payment only during the period when the student is
work

HUD may require.

conmuni

the summer, to the
may provide

is consistent with
However, a

only during the
cement agency.
quirements.

tudents apply
SP.

e student:
blished at the
asure financial

communi t y building
tution of higher
han 50 percent of

student first

satisfactory level

commruni t y building academic program (i.e., maintain

rk placement
ards set by the

I-WSP.
dents must:
t y building

ment

ic program;

inthe comunity
ignments; and

set by the

vel of academic
defined by the
hall be terminated
dards. If the

is ineligible for

ular school year,
lacement

the work period, if
of the student's

may receive a

placed with the



placement agency.

(iif) Agree to make a good-faith effort to eith
employment
in conmuni t y building with a unit of State or local government,
APO,
an Indian tribe, or a non-profit organization; or t
four-
year institution of higher education to obtain a ba
a
communi t y building academic discipline. However, if the stud
not
obtain such employment or transfer to a four-year i
student is not required to repay the assistance rec

(g) Notice of funding availability.
applications from eligible institutions of higher e
publishing a notice of funding availability in the
The
notice will:

(1) Explain how application kits providing spec
requirements and guidance may be obtained;

(2) Specify the place for filing completed appl
date by which applications must be physically recei
location;

(3) State the amount of funding available under
may include funds recaptured from previously awarde

(4) Provide other appropriate program informati

(h) Agreements.--(1)
recipient under HSI-WSP will be incorporated in a
executed by HUD and the recipient.

(2) Student agreement. The recipient and each p
student
must execute a written agreement incorporating thei
responsibilities under HSI-WSP. The agreement must
the student can be enrolled in the program. The Rec
terminate a student's participation in HSI-WSP for
responsibilities and standards in the agreement.

(3) Work placement assignment agreement. The re
student,
and the work placement agency must execute a writte
covering
each work placement assignment. The agreement must
responsibilities of each of the parties, the educat
the
nature of the supervision, the standards of evaluat
student's time commitments under the work placement

0] Gr ant administration--(1) Initial obligation of funds. W
HUD
selects an application for funding,

the
amount of the approved
calendar years, unless subsequently altered by
for
good cause.

(2) Disbursement. Recipients will receive
deposit
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HUD will solicit

er: obtain
an
o transfer to a
chelor's degree in
ent does

nstitution, the
eived.

grant
ducation by
Federal Register.

ific application

ications, and the
ved at that

the notice, which
d grants;
on and guidance.

G ant agreement. The responsibilities of the
gr ant agreement

articipating

r mutual

be executed before
ipient shall

failure to meet the

cipient, the
n agreement

address the
ional objectives,

ion, and the
assignment.
hen

HUD will obligate funds to cover

gr ant . The term of the award will be for two
HUD at its discretion

gr ant payments by direct



on a reimbursement basis. If that is not possible,
be made by U.S. Treasury checks.

(3) Deobligation.
proposed
activities are not begun or completed within a reas
time
after selection.

(j) Other Federal requirements--(1) Applicabili
HSI-

WSP shall be subject to the policies and procedures
subparts A, K, and O of 24 CFR part 570, as applica
modified or limited under the provisions of this No
provisions

of subparts C and J of part 570 shall not apply to

(2) Uniform Administrative requirements. Recipi
shall comply with the requirements and standards of
A-

22, “"Cost Principles for Educational Institutions.

are private institutions of higher education shall
Circular A-133, "Non-Federal Audit Requirements fo
Higher Education and Other Nonprofit Institutions,’
implemented at 24 CFR part 45. Recipients that are
of higher education shall comply with OMB Circular
Federal

Audit Requirements for State and Local Governments,
implemented at 24 CFR part 44. Audits shall be cond
addition, all recipients under HSI-WSP shall comply
provisions

of OMB Circular A-110, “"Uniform Administrative Req
Grants

and Agreements With Institutions of Higher Educatio
Other Non-Profit Organizations," which is implemen
84. OMB Circular A-110 shall apply to recipients in

[62 FR 17493, Apr. 9, 1997, as amended at 63 FR 968
Subpart F_ Small Cities and Insular Area
Source: 62 FR 62914, Nov. 25, 1997, unless othe

Sec. 570.420 General.

(a) Administration of nonentitlement CDBG funds
Areas--(1) Small cities. The Act permits each State
administer all aspects of the CDBG program annual f
the nonentitlement areas within its jurisdiction. T
forth policies and procedures applicable to grants
areas in States that have not elected, in a manner
by the Secretary, to administer the CDBG program. S
to
administer the program after the close of fiscal ye
return
administration of the program to
discontinue administration of the program would res
CDBG funds for nonentitlement areas in that State a
of those funds to all States in the succeeding fisc

gr ant payments will

HUD may deobligate amounts for grants if

onable period of

ty of part 570.

set forth in
ble, except as
tice. The

HSI-WSP.
ents under HSI-WSP
OMB Circular No.

" Recipients that
comply with OMB
r Institutions of
"which is

public institutions
A-128, “Non-

" which is
ucted annually. In
with the

uirements for

n, Hospitals and
ted at 24 CFR part
its entirety.

3, Feb. 25, 1998]
s Programs

rwise noted.

by HUD or Insular
to elect to

und allocation for
his subpart sets

for nonentitlement
and time prescribed
tates that elected

ar 1984 cannot

HUD. A decision by a State to

ult in the loss of
nd the reallocation
al year.



(2) Insular areas. Title V of Public Law 108-18 6 amended the Act
to

move the insular areas funding authorization from s ections 107(a) and
(b) to section 106(a). This revision identified a s pecific portion of
the CDBG allocation for insular areas that is separ ate from the
distribution for special purpose grants, as well as from the
Entitlement
and State formula distribution. The insular areas o f Guam, the
Northern
Mariana Islands, the Virgin Islands, and American S amoa are permitted
to
administer all aspects of their Conmuni ty Devel opnent Bl ock G ant
(CDBG)
program under section 106 of the Act in accordance with their final
statement as further described at Sec. 570.440.

(b) Scope and applicability. (1) This subpart d escribes the
policies
and procedures of the Small Cities Program that app ly to
nonentitlement
areas in States where HUD administers the CDBG program. HUD currently
administers the Small Cities program in only two St ates--New York (for
grants prior to FY2000) and Hawaii. The small citie s portion of this
subpart principally addresses the requirements for New York in
Sec. Sec. 570.421, 570.426, 570.427, and 570.431. S ections 570.429 and
570.430 identify special procedures applicable to H awaii. Section
570.432 is applicable to both New York and Hawaii.

(2) This subpart also describes the policies an d procedures

governing conmuni ty devel opnent bl ock grants to insular areas under
section 106 of the
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Act. Sections 570.440 and 570.441 identify procedur es applicable to
the
Insular Areas program under section 106 of the Act. Fund reservations
for insular areas under section 107 of the Act shal | remain governed
by
the policies and procedures described in section 10 7(a)(1)(A) of the
Act
and Sec. Sec. 570.400 and 570.405 of this part.

(3) The policies and procedures set forth in th e following
identified subparts of this part apply to the HUD-administered Small
Cities and Insular Areas programs, except as modifi ed or limited under

the provisions thereof or this subpart:
(i) Subpart A--General Provisions;
(ii) Subpart C--Eligible Activities;
(i) Subpart J-- G ant Administration;
(iv) Subpart K--Other Program Requirements;
(v) Subpart M--Loan Guarantees; and
(vi) Subpart O--Performance Reviews.

(c) Public natification requirements. (1) Secti on 102 of the
Department of Housing and Urban Devel oprrent Reform Act of 1989 (42
U.S.C. 3545) contains a number of provisions that a re designed to
ensure
greater accountability and integrity in the provisi on of certain types
of assistance administered by HUD. All competitive grants in the HUD-

administered Small Cities program in New York are a ffected by this



statute, and the requirements identified at 24 CFR
them.

Imminent threat grants under Sec. 570.424 and secti
grants under Sec. 570.432 are not affected by secti
are not competitive grants.

(2) The Hawaii
subject
to section 102 because the funds are not distribute
competitive basis.

(3) The Insular Areas program under section 106
subject to section 102 because the funds are not di
a
competitive basis.

(d) Abbreviated consolidated plan. Applications
administered Small Cities Program and the Insular A
section 106 of the Act that contain housing activit
certification that the proposed housing activities
the applicant's consolidated plan as described at 2

(e) National and primary objectives. (1) Each a
through the Small Cities program and the Insular Ar
section 106 of the Act must meet one of the followi
objectives as defined under the criteria in Sec. 57

(i) Benefit low- and moderate-income families;

(i) Aid in the prevention or elimination of sl

(i) Be an activity that the grantee certifies
meet

part 4 apply to

on 108 repayment
on 102 because they

HUD-administered Small Cities program is not

dby HUDona

of the Act is not
stributed by HUD on

for the HUD-
reas program under
ies must include a
are consistent with
4 CFR part 91.
ctivity funded

eas program under
ng national

0.208:

ums or blight; or
is designed to

other comunity devel opnment needs having a particular urgency because

existing conditions pose a serious and immediate th
or

reat to the health

welfare of the communi t y and other financial resources are not

available
to meet such needs.

(2) In addition to the objectives described in
this section, with respect to grants made through t
program, not less than 70 percent of the total of
each

gr ant and Section 108 loan guarantee funds received unde

this part within a fiscal year must be expended for
benefit low- and moderate-income persons under the
570.208(a) or of Sec. 570.208(d)(5) or (6). In the
plans in New York State approved in response to NOF
to

calendar year 1997, not less than 70 percent of the
grants approved pursuant to a multiyear plan for a

to

three years must be expended for activities which b
moderate-income persons. Thus, 70 percent of the
multiyear plan approved in response to NOFAs publis
calendar

year 1997 must meet the 70 percent requirement, 70
combined grants from years 1 and 2 must meet the re
percent of the combined grants from years 1, 2, and
requirement. In determining the percentage of funds
activity, the provisions of Sec. 570.200(a)(3)(i),

v)

shall apply.

paragraph (e)(1) of
he Small Cities
grant funds from

r subpart M of
activities which
criteria of Sec.
case of multiyear
As published prior

total funding for
time period of up

enefit low- and

grant for year 1 ofa

hed prior to

percent of the
quirement, and 70
3 must meet the
expended for such
(iii), (iv), and
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(3) In addition to the objectives described in
this section, grants made through the Insular Areas
comply with the primary objective of 70 percent ben
moderate-income persons. Insular area recipients mu
requirement for each separate
grants made under section 106 of the Act, insular a
ensure that over a period of time specified in thei
not
to exceed three years, not less than 70 percent of
CDBG
fund expenditures shall be for low- and moderate-in
meeting the criteria under Sec. 570.208(a) or under
or (6). See also Sec. 570.200(a)(3) for further dis
primary objective.

(f) Allocation of funds--(1) Small cities. The
formula
CDBG funds for use in nonentitlement areas of Hawai
subpart A of this part.

(2) Insular areas. The allocation of appropriat
insular
areas under section 106 of the Act shall be governe
and
procedures described in section 106(a)(2) of the Ac
570.440 and 570.441 of this subpart. The annual app
described
in this section shall be distributed to insular are
the ratio of the population of each insular area to
all insular areas.

[69 FR 32779, June 10, 2004]

Sec. 570.421 New York Small Cities Program design.

(a) Selection system--(1) Competitive applicati
competitive
application will be rated and scored against at lea
factors:

(i) Need-absolute number of persons in poverty
explained
in the NOFA,;

(i) Need-percent of persons in poverty as furt
the
NOFA;

(iif) Program Impact; and

(iv) Fair Housing and Equal Opportunity, which
applicant's Section 3 plan and implementation effor
actions to affirmatively further fair housing. The
paragraph (b) of this section will contain a more d

paragraph (e)(1) of
program shall also
efit to low- and

st meet this

gr ant under section 107 of the Act. For

rea recipients must
r certifications

the aggregate of
come activities
Sec. 570.208(d)(5)
cussion of the
allocation of

i is as provided in
ed funds for

d by the policies

t and Sec. Sec.
ropriations

as on the basis of
the population of

ons. Each
st the following

as further

her explained in

may include the

ts with respect to
NOFA described in
etailed description

of these factors, and the relative weight that each factor will be
given.

(2) In addition HUD reserves the right to establish minimal
thresholds for selection factors and otherwise sele ct grants in
accordance with Sec. 570.425 and the applicable NOF A

(3) Imminent threats to public health and safet
these grants are described in Sec. 570.424.

y. The criteria for



(4) Repayment of Section 108 loans. The criteri
are described in Sec. 570.432.

(5) Economic devel opnent grants.
108
loan guarantee program to the maximum extent feasib
devel opnent projects in the nonentitlement areas of New York.
event that there are not enough Section 108 loan gu
available to fund viable economic

the project does not meet the requirements of the S
but is eligible for a gr ant under this subpart,

specific amount by
devel opnent
projects in a notice of funding availability, notwi
paragraph

(g) of this section.

competitive
application as described in paragraph (a)(1) of thi
for an applicant to receive Small Cities
noncompetitive
basis, the field office must determine that the eco
project will have a substantial impact on the needs
applicant.

(b) Notice of funding availability.
Notice(s) of Funding Availability (NOFA) each fisca
indicate the amount of funds available, the annual
grantee, type of grants available, the application
the
rating factors that will be used for those grants w
competitive.
A NOFA may set forth, subject to the requirements o
additional selection criteria for all grants.
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(c) Eligible applicants. (1) Eligible applicant
units of general local government, excluding: Metro
urban
counties, units of general local government which a
urban counties or metropolitan cities, even if only
participating unit of government is located in the
metropolitan city. Indian tribes are also ineligibl
under this subpart. An application may be submitted
jointly by eligible applicants.

(2) Counties, cities, towns, and villages may a
funding for separate projects to be done in the sam
Only
one grant will be made under each funding round for the same
project to be located within the jurisdiction of a
local
government (e.g., both the county and village canno
for
a sewer system to be located in the same village, b
receive funding for a sewer system that is located

a for these grants

HUD intends to use the Section

le to fund economic
In the
arantee funds

devel opnent projects, if a project
needs a grant in addition to a loan guarantee to make it viable,

or if
ection 108 program

HUD may fund Economic
Devel opnent applications as they are determined to be fundable
HUD up to the sum set aside for economic

ina

thstanding

HUD also has the option in a NOFA of funding
economic devel oprent activities on a competitive basis, as a

s section. In order

grant fundsona

nomic devel opnent
identified by the

HUD will issue one or more

| year which will
gr ant limits per
requirements, and

hich are

f this subpart,

s in New York are
politan cities,

re participating in
part of the
urban county or
e for assistance
individually or

pply and receive
e jurisdiction.

type of
unit of general

t receive funding

ut the county can
in the same village



as a rehabilitation project for which the village r

The

NOFA will contain additional information on applica
(3) Counties may apply on behalf of units of ge

government located within their jurisdiction when t

local government has authorized the county to apply

the county submits its application for funding, it

resolution by the governing body of the unit of loc

authorizes the county to submit an application on b

of

general local government. The county will be consid

and

will be responsible for executing all

responsible for ensuring compliance with all laws,

Executive Orders applicable to the CDBG Program.

exclusively with the county with respect to issues

administration and performance, including remedial

of

general local government will be considered the gra

purpose

eceives funding).

nt eligibility.

neral local

he unit of general

. At the time that
must submit a

al government that
ehalf of the unit

ered the grantee

gr ant documents. The county is

regulations, and

HUD will deal

of program
actions. The unit

ntee for the

of determining gr ant limits. The unit of general local government's

statistics will be used for purposes of the selecti
to in Sec. 570.421(a).

(d) Public service activities cap. Public servi
be
funded up to a maximum of fifteen (15) percent of a
nonentitlement allocation for any fiscal year.
to
a unit of general local government for public servi
up
to 100 percent of the funds intended for public ser
HUD
will apply the 15 percent statewide cap to public s
by
funding public service activities in the highest ra
each NOFA until the cap is reached.

(e) Activities outside an applicant's boundarie
conduct eligible CDBG activities outside its bounda
activities must be demonstrated to be appropriate t
applicant's needs and objectives, and must be consi
and
local law. This provision includes using funds prov
subpart in a metropolitan city or an urban county.

(f) Multiyear plans.
commitments
for NOFAs published in calendar year 1997 or later.
to
honor the terms of the multiyear plans that were ap
provisions of NOFAs published prior to calendar yea

(g) Maximum gr ant amount. The maximum
awarded to a single unit of general local governmen
the

annual Small Cities NOFA published in calendar year

$400,000, except that counties may apply for up to
administered Small Cities funds.
the NOFA, which may include different limits for di
grants available or different types of applicants.

HUD may specify lower

on factors referred
ce activities may

State's

HUDmay awarda  gr ant

ce activities with
vice activities.
ervice activities

ted applications in
s. An applicant may
ries. These

0 meeting the

stent with State

ided under this

HUD will not make any new multiyear

HUD will continue

proved under the
r 1997.

gr ant amount that will be

tin response to

1997 or later is

$600,000 in HUD-
gr ant limits in

fferent types of

This paragraph (g)



does not apply to multiyear plans that were approve
provisions of NOFAs published prior to calendar yea
apply to grants awarded in connection with paragrap
(a)(b) of this section. The maximum limits in this

to grants for economic
which

there is no set-aside of funds for such projects.
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Sec. Sec. 570.422-425 [Reserved]
Sec. 570.426 Program income.

(a) The provisions of Sec. 570.504(b) apply to
generated by a specific

(b) If the unit of general local government has
CDBG
gr ant at the time of closeout, the program income will b
to
be program income of the ongoing
gr ant to credit the program income to if it has multiple
grants.

(c) If the unit of general local government has
CDBG
gr ant at the time of closeout, program income of the uni
local government or its subrecipients which amounts
$25,000
per year will not be considered to be program incom
repay a Section 108 guaranteed loan. When more than
income is generated from one or more closed out gra
closeout, the entire amount of the program income i
requirements of this part. This will be a subject o
agreement described in Sec. 570.509(c).

Sec. 570.427 Program amendments.

(a) HUD approval of certain program amendments. Grantees s
HUD approval for all program amendments involving new

request prior
activities or alteration of existing activities tha
significantly
change the scope, location, or objectives of the ap
or
beneficiaries. Approval is subject to the following

(1) Programs or projects that include new or si
activities are rated in accordance with the criteri
applicable at the time the original preapplication
(whichever is applicable) was rated. The rating of
projects proposed which include the new or altered
by the amendment must be equal to or greater than t
received by a funded project or program during that

gr ant and received prior to

d under the

r 1997, nor does it
hs (a)(3) through
paragraph (g) apply

devel opnent projects awarded under NOFAs in

all program income
gr ant closeout.
another ongoing

e considered

gr ant . The grantee can choose which

open CDBG
Nno open ongoing

t of general
to less than

e unless needed to
$25,000 of program
nts in a year after

s subject to the

f the closeout

hall
t will

proved activities

gnificantly altered
a for selection

or application

the program or
activities proposed
he lowest rating
cycle of ratings.

(2) Consideration shall be given to whether any new activity
proposed can be completed promptly.
(3) If the gr ant was received on a noncompetitive basis, the

proposed amended project must be able to be complet
must
meet all of the threshold requirements that were re

ed promptly, and

quired for the



original project. If the proposal is to amend the p roject to a type of

project that was rated competitively in the fiscal year that the
noncompetitive project was funded, the new or alter ed activities
proposed by the amendment must receive a rating equ al to or greater
than
the lowest rating received by a funded project or p rogram during that
cycle of ratings.

(b) Documentation of program amendments. Any pr ogram amendments
that
do not require HUD approval must be fully documented in the grantee's
records.

(c) Citizen participation requirements. Wheneve r an amendment
requires HUD approval, the requirements for citizen participati onin

Sec. 570.431 must be met.

Sec. 570.428 [Reserved]

Sec. 570.429 Hawaii general and gr ant requirements.

(a) General. This section applies to the HUD-administered Small
Cities Program in the State of Hawaii.

(b) Scope and applicability. Except as otherwis e provided in this
section, the policies and procedures outlined in su bparts A, C, J, K,
(0]
of this part, and in Sec. Sec. 570.420, 570.430, an d 570.432, apply to
the HUD-administered Small Cities Program in the State of Hawaii.

(c) G ant amounts. (1) For each eligible unit of general loc al
government, a formula gr ant amount will be determined which bears the
same ratio to the total amount available for the no nentitlement area
of
the State as the weighted average of the ratios bet ween:

(i) The population of that eligible unit of gen eral local
government
and the population of all eligible units of general local government
in
the nonentitlement areas of the State;

(ii) The extent of poverty in that eligible uni t of general local
government and the extent of poverty in all the el gible units of
general local government in the nonentitlement area s of the State; and
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(iif) The extent of housing overcrowding in tha t eligible unit of
general local government and the extent of housing overcrowding in all
the eligible units of general local government in t he nonentitlement
areas of the State.

(2) In determining the average of the ratios un der this paragraph
(c), the ratio involving the extent of poverty shal | be counted twice
and each of the other ratios shall be counted once. (0.25 +0.50 +
0.25
=1.00).

(d) Adjustments to grants. G ant amounts under this section may be
adjusted where an applicant's performance is judged inadequate,
considering:

(1) Capacity to utilize the gr ant amount effectively and
efficiently;

(2) Compliance with the requirements of Sec. 57 0.902(a) for timely



expenditure of funds beginning with grants made in
this calculation, all outstanding grants will be co
FY
1995 grant the requirement is substantial compliance with the
applicant's schedule or schedules submitted in each
application;
(3) Compliance with other program requirements
visits and audits.
(e) Reallocation. (1) Any amounts that become a
result
of adjustments under paragraph (d) of this section,
under subpart O of this part, shall be reallocated
year to any remaining eligible applicants on a pro
(2) Any formula
chooses
not to submit an application shall be reallocated t
eligible applicants on a pro rata basis.
(3) No amounts shall be reallocated under parag
section in any fiscal year to any applicant whose
adjusted under paragraph (d) of this section or red
(0]
of this part.
(f) Required submissions. In order to receive i
under this subpart, the applicant must submit a con
accordance with 24 CFR part 91. That part includes
the
content of the consolidated plan, for the process o
plan, including citizen participation provisions, f
date, for HUD approval, and for the amendment process.
(9) Application approval.
jurisdiction's submissions have been made and appro
with 24 CFR part 91 and the certifications required
satisfactory to the Secretary. The certifications w
to the Secretary for this purpose unless the Secret
pursuant to subpart O of this part that the grantee
with the requirements of this part, has failed to ¢
consolidated plan as provided under Sec. 570.903, o
that there is evidence, not directly involving the
performance under this program, that tends to chall
substantial
manner the grantee's certification of future perfor
Secretary makes any such determination, however, fu
may
be required to be submitted by the grantee as the S
warranted or necessary to find the grantee's certif
satisfactory.
(h) G ant agreement. The
agreement executed by both
(i) Conditional

HUD and the grantee.

in

which case the obligation and use of
restricted. Conditional grants may be made where th
evidence that there has been, or there will be, a f
performance requirements or criteria described in s
part. In such case, the conditional
gr ant agreement, executed by
condition specifying the reason for the conditional

gr ant will be made by means of a

gr ant . The Secretary may make a conditional

FY 1996. In making
nsidered. For the
previously funded
based on monitoring
vailable as a

or any reductions

in the same fiscal
rata basis.

gr ant amounts reserved for an applicant that

0 any remaining

raph (e) of this
gr ant amount was
uced under subpart

ts formula gr ant
solidated plan in
requirements for

f developing the
or the submission

HUD will approve an application if the

ved in accordance
therein are

ill be satisfactory
ary has determined
has not complied
arry out its

r has determined
grantee's past
engein a

mance. If the
rther assurances

ecretary may deem
ication

gr ant

gr ant funds for activities may be

ere is substantial
ailure to meet the
ubpart O of this

gr ant will be made by means of a
HUD, which includes the terms of the

gr ant , the actions

gr ant



necessary to remove the condition and the deadline
actions. The grantee shall execute and return such
within 60 days of the date of its transmittal. Fail

to

execute and return the
HUD to constitute rejection of the

agreement are available for reallocation in accorda
106(c) of the Act.
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Failure to satisfy the condition may result in a re
grant
amount pursuant to Sec. 570.911.

(Approved by the Office of Management and Budget un
2506-0060)

Sec. 570.430 Hawaii program operation requirements

(a) Limitation on planning and administrative c
made
with allocations prior to FY 1995, no more than 20
of
the grant plus program income received during the
be
expended for planning and program administrative co
received from allocations in FY 1995 and thereafter
considered to be in conformance with the requiremen
570.200(g) if funds obligated for planning and admi
the
most recently completed program year do not exceed
sum

for taking those
an agreement to HUD
ure of the grantee

gr ant agreement within 60 days may be deemed by
gr ant by the grantee and shall be
cause for HUD to determine that the funds provided in the

gr ant
nce with section

duction in the

der control number

osts. For grants

percent of the sum

gr ant period shall

sts. For grants

, a grantee will be
ts of Sec.
nistration during

20 percent of the

ofthe  grant made for that program year and the program income

received

from post FY 1994 grants during that program year.
(b) Performance and evaluation reports. Grantee

requirements of Sec. 570.507(a) for entitlement

all grants received in FY 1995 and thereafter. Gran

following the requirements of Sec. 570.507(a) for

small cities grants for grants received prior to FY

grants are closed out.

(c) G ant closeouts. Grants received prior to FY 1995 shall

closed out in accordance with the procedures in Sec
received in FY 1995 and thereafter shall not be clo
individually.
A grantee's entire program shall be closed upon pro
a
grantee ceases its participation in the Small Citie
(d) Public Services. Starting with the FY 1996
follow the provisions of Sec. 570.201(e)(1) that re
grantees, allowing grantees to use 15 percent of th
received in the previous program year in addition t
gr ant amount for public services.
(e) Compliance with the primary objective. Star
1995

s will follow the

gr ant recipients for

tees will continue

HUD-administered

1995 until those

be
. 570.509. Grants
sed out

gram completion if

s Program.

gr ant, grantees may
fer to entitlement

e program income

0 15 percent of the

ting with the FY



gr ant , grantees may select a time period of one, two or
years in which to meet the requirement that not les

of

the aggregate of CDBG fund expenditures be for acti
low- and moderate- income persons. Grants made from
to

FY 1995 will be considered individually for meeting
objective, and expenditures for grants from pre-FY
made

during and after FY 1995 will not be considered in

the primary objective has been met for post-1994 al
State of Hawaii decides to administer the

G ant Program for nonentitlement units of general local
Hawaii, the State will be bound by the time period
primary objective that was chosen by each nonentitl
within

the State until those time periods have expired.

(f) Program amendments for grants received prio
Grantees must follow the requirements of 24 CFR 91.
their program with regard to grants received prior
purposes of this paragraph (f), the term consolidat
24
CFR 91.505 means an application submitted under the
pre-FY 1995 funds. Also for purposes of this paragr
with the requirements of 24 CFR 91.505, grantees mu
current citizen participation plans (adopted in acc
91.505) to determine the criteria for substantial a
citizen participation process to be followed.

(Approved by the Office of Management and Budget un
2506-0020)

Sec. 570.431 Citizen participation.

(a) General. An applicant that is located in a
of a State that has not elected to distribute funds
the citizen participation requirements described in
including requirements for the preparation of the p
and the final application. The requirements for cit
do
not restrict the responsibility or authority of the
devel opnment and execution of its
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(b) Citizen participation plan. The applicant m
follow a detailed citizen participation plan and mu
public. The plan must be completed and available be
application
for assistance is submitted to
that
it is following the plan. The plan must set forth t
policies and procedures for:

(1) Giving citizens timely notice of local meet
and timely access to local meetings, information, a
to the grantee's proposed and actual use of CDBG fu
not limited to:

three program
s than 70 percent

vities benefitting
allocations prior

the primary
1995 allocations

determining whether
locations. If the

Conmuni ty Devel opnent Bl ock

government in
for meeting the
ement grantee

rto FY 1995.

505 when amending
to FY 1995. For

ed plan as used in

Hawaii program for
aph (f), to comply

st refer to their
ordance with 24 CFR
mendment and the

der control number

nonentitlement area
shall comply with
this section,
roposed application
izen participation

applicant for the

communi ty devel opnent program.

ust develop and
st make the plan
fore the

HUD, and the applicant must certify

he applicant's

ings and reasonable
nd records relating
nds including, but



(i) The amount of CDBG funds expected to be mad
coming year, including the

(i) The range of activities that may be undert
funds;

(iiif) The estimated amount of those funds propo
activities that will benefit low- and moderate-inco

(iv) The proposed CDBG activities likely to res
and the applicant's plans, consistent with the poli
under
Sec. 570.606(b), for minimizing displacement of per
its proposed activities; and

(v) The types and levels of assistance the appl
available (or to require others to make available)
displaced
by CDBG-funded activities, even if the applicant ex
displacement
to occur;

(2) Providing technical assistance to groups re
persons of low- and moderate-income that request as
developing proposals. The level and type of assista
is
at the discretion of the applicant. The assistance
the
provision of funds to the groups;

(3) Holding a minimum of two public hearings, f
obtaining citizens' views and formulating or respon
and
questions. Each public hearing must be conducted at
of

the CDBG program. Together, the hearings must addre

e available for the

gr ant and anticipated program income;

aken with those
sed to be used for
me persons;

ult in displacement
cies developed
sons as a result of

icant plans to make
to persons

pects no
presentative of
sistance in

nce to be provided
need not include
or the purpose of
ding to proposals
a different stage

Ss community

devel opnent and housing needs, devel opnent of proposed activities and

review of program performance. There must be reason

hearings and the hearings must be held at times and
locations
convenient to potential or actual beneficiaries, wi
accommodations including material in accessible for
with
disabilities. The applicant must specify in its pla
the requirement for hearings at times and locations
potential or actual beneficiaries;
(4) Meeting the needs of non-English speaking r
case
of public hearings where a significant number of no
residents can reasonably be expected to participate
(5) Responding to citizen complaints and grieva
procedures that citizens must follow when submittin
grievances. The applicant's policies and procedures
timely written answers to written complaints and gr
working days of the receipt of the complaint, where
(6) Encouraging citizen participation, particul
moderate-income persons who reside in slum or bligh
other areas in which CDBG funds are proposed to be
(c) Publication of proposed application. (1) Th
publish a proposed application consisting of the pr
devel opnent activities and
to
afford affected citizens an opportunity to:

able notice of the
accessible

th reasonable
mats for persons

n how it will meet
convenient to

esidents in the
n-English speaking

nces, including the

g complaints and
must provide for
ievances within 15
practicable; and

arly by low- and

ted areas, and in
used.

e applicant shall
oposed conmunity

communi ty devel opnent objectives in order



(i) Examine the application's contents to deter
which they may be affected;
(i) Submit comments on the proposed applicatio
(iif) Submit comments on the performance of the
(2) The requirement for publishing in paragraph
section may be met by publishing a summary of the p
in one or more newspapers of general circulation, a
of the proposed application available at libraries,
offices,
and public places. The summary must describe the co
of
the proposed application, and must include a list o
where
copies of the entire proposed application may be ex
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(d) Preparation of a final application. An appl
a
final application. In the preparation of the final
applicant shall consider comments and views receive
proposed application and may, if appropriate, modif
application. The final application shall be made av
public
and shall include the
use
of funds, and the

(e) New York grantee amendments. To assure citi
on
program amendments to final applications that requi
under
Sec. 570.427, the grantee shall:

(1) Furnish citizens information concerning the

(2) Hold one or more public hearings to obtain
citizens
on the proposed amendment;

(3) Develop and publish the proposed amendment
to afford affected citizens an opportunity to exami
and
to submit comments on the proposed amendment;

(4) Consider any comments and views expressed b
proposed amendment and, if the grantee finds it app
the
final amendment accordingly; and

(5) Make the final amendment to the
available to the public before its submission to

Sec. 570.432 Repayment of section 108 loans.
Notwithstanding any other provision of this sub

general local government in a nonentitlement area w
not elected to administer the CDBG program shall be

Cities G ant assistance hereunder for the sole purpose of payin

amounts due on debt obligations issued by such unit
government (or its designated public agency) and gu
Secretary pursuant to section 108 of the Act (see s

part). The award of

communi ty devel opnent activities.

mine the degree to

n; and

applicant.

()(2) of this
roposed application
nd by making copies
government

ntents and purpose
f the locations

amined.

icant must prepare

application, the
d related to the
y the final
ailable to the

communi ty devel opnent objectives and projected

zen participation

re HUD approval

amendment;
the views of

in such a manner as
ne the contents,

y citizens on the
ropriate, modify

conmuni ty devel opment program
HUD.

part, a unit of
here the State has
eligible for Small

g any
of general local
aranteed by the
ubpart M of this

gr ant assistance for such purpose shall be



consistent with section 106(d)(3)(B) of the Act, in
subject to such conditions as the Secretary may det
guaranteed loan funds (as defined in Sec. 570.701)
used in accordance with national and primary object
and

other applicable requirements of this part, any
payments on the debt obligations evidencing the gua
be

presumed to meet such requirements, unless
guaranteed loan funds were not used in accordance w
requirements. Any such determination by

making
of the
for
HUD to take appropriate action under subpart O of this
the

original noncompliance.

gr ant in the amount of the payment due, but it may be gr

Sec. 570.440 Application requirements for insular
under section 106.

(a) Applicability. The requirements of this sec
insular
grants funded under section 106 of the Act. An insu
jurisdiction
may choose to prepare program statements following
(1) The abbreviated consolidated plan procedure
subpart and in 24 CFR 91.235; or
(2) The complete consolidated plan procedures a
governments, discussed at 24 CFR 91.200 through 91.
(b) Proposed statement. An insular area jurisdi
and publish a proposed statement and comply with th
participation requirements described in Sec. 570.44
abbreviated consolidated plan under 24 CFR 91.235.
shall follow the citizen participation requirements
and
91.100 (with the exception of Sec. 91.100(a)(4)), i
complete consolidated plan.
(c) Final statement. The insular area jurisdict
HUD a final statement describing its
and activities. The statement also must include a p

such amount, and
ermine. Since

are required to be
ive requirements,

gr ant made to make

ranteed loan shall

HUD determines that the

ith such

HUD shall not prevent the

ounds

part based on

area grants funded

tion apply to
lar area

either:
s described in this

pplicable to local
230.

ction shall prepare
e citizen

1, if it submits an
The jurisdiction

of 24 CFR 91.105

f it submits a

ion shall submit to

communi ty devel opnent objectives

riority nonhousing

communi ty devel opnent plan in accordance with 24 CFR 91.235. This

final

statement shall be submitted, together with the req

certifications,

to the appropriate field office in a form prescribe
(d) Submission requirement. Each insular area j

submit its
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final statement to
program year. Each jurisdiction may choose the star
annual

period of its program year that most closely fits i

may

gr ant an extension of the submission deadline for good ¢

uired

d by HUD.
urisdiction shall

HUD no later than 45 days before the start of its

t date for the

ts own needs.

ause.

HUD



(e) Certifications. The insular area jurisdicti
statement
must be accompanied by appropriate certifications a
under 24 CFR 91.225. The jurisdiction should submit
certifications, as well as all program certificatio
from which it receives funding, if it submits a com
plan. For insular area jurisdictions receiving CDBG
abbreviated consolidated plan, these certifications
minimum:

(1) The following general certifications descri
91.225(a) of this title: Affirmatively furthering f
displacement and relocation plan; drug-free workpla
authority of jurisdiction; consistency with plan; a
relocation; and Section 3.

(2) The following CDBG certifications described
of this title: Citizen participation;
following a plan; use of funds; excessive force; co
discrimination laws; compliance with lead-based pai
compliance with laws.

) HUD action on final statement. Following the review of
statement, HUD will promptly notify each jurisdiction of the acti
taken with regard to its statement.
jurisdiction's submissions have been made and appro
with 24 CFR part 91, and if the certifications requ
submissions are satisfactory to
satisfactory to HUD for this purpose, unless
to
subpart O of this part that the jurisdiction has no
requirements of this part, has failed to carry out
plan
(or abbreviated consolidated plan) as provided unde
has determined that there is evidence, not directly
jurisdiction's past performance under this program,
challenge in a substantial manner the jurisdiction'
future performance. If
further assurances may be required to be submitted
as HUD may deem warranted or necessary to find the jurisd
certification satisfactory.

(g) Reimbursement for pre-award costs. Insular
may request reimbursement for pre-award costs in ac
570.200(h).

(h) Float funding. An insular area jurisdiction
undisbursed
funds in the line of credit and its CDBG program ac
budgeted in final statements or action plans for on
activities
that do not need the funds immediately, subject to
described in Sec. 570.301(b).

(i) Program amendments. (1) The insular area ju
citizen
participation plan (see Sec. 570.441) must specify
jurisdiction will use for determining what changes
jurisdiction's
planned or actual activities will constitute a subs
to
its final statement. It must include changes in the

HUD will approve a

on's final

s further described
all general

ns for each program
plete consolidated
funds under an
shall include at a

bed at Sec.

air housing; anti-
ce; anti-lobbying;
cquisition and

at Sec. 91.225(b)

communi ty devel opnent plan;

mpliance with anti-
nt procedures; and

the

on

gr ant if the

ved in accordance
ired in such

HUD. The certifications will be
HUD determines pursuant

t complied with the
its consolidated

r Sec. 570.903, or
involving the

that tends to

s certification of

HUD makes any such determination, however,

by the jurisdiction
iction's

area jurisdictions
cordance with Sec.

may use

count that are
e or more

the limitations
risdiction's

the criteria the
in the

tantial amendment

use of CDBG funds



from one eligible activity to another among the cha
as
a substantial amendment.

(2) The citizen participation plan must provide
reasonable notice and an opportunity to comment on
amendments. The citizen participation plan must sta
notice and an opportunity to comment will be given,
a
period of not less than 30 days to receive comments
amendment before the amendment is implemented.

(3) The citizen participation plan shall requir
to
consider comments or views of citizens received in
at
public hearings, if any, in preparing the substanti

statement. A summary of comments or views not accep

for non-acceptance shall be attached to the substan
(4) Any program amendment, regardless of whethe

to

be substantial, must be fully documented in the jur

records.
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() Performance reports. Each insular area juri
submit
annual performance reports in accordance with 24 CF

[69 FR 32780, June 10, 2004]
Sec. 570.441 Citizen participation--insular areas.

(a) General. An insular area jurisdiction submi
abbreviated
consolidated plan under 24 CFR 91.235 shall comply
participation requirements described in this sectio
jurisdiction submitting a complete consolidated pla
with
24 CFR 91.200 through 91.230 shall follow the citiz
requirements of Sec. 91.100 and Sec. 91.105, except
91.100(a)(4). For funding under section 106 of the
requirements are applicable to all aspects of the |
program,
including the preparation of the proposed statement
statements
as described in Sec. 570.440. The requirements for
participation do not restrict the responsibility or
jurisdiction for the
devel opnent program.
(b) Citizen participation plan. The insular are
develop and follow a detailed citizen participation
the plan public. The plan must be completed and ava
statement for assistance is submitted to
must
certify that it is following the plan. The plan mus
jurisdiction's policies and procedures for:
(1) Giving citizens timely notice of local meet

devel opnment and execution of its

nges that qualify

citizens with
substantial

te how reasonable
as well as provide

on the substantial
e the jurisdiction
writing, or orally

al amendment of its
ted and the reasons
tial amendment.

r it is considered

isdiction's

sdiction must

R 91.520.

tting an

with the citizen
n. An insular area
n in accordance

en participation
for Sec.

Act, these
nsular Areas

and final

citizen
authority of the
communi ty

a jurisdiction must
plan and must make
ilable before the

HUD, and the jurisdiction

t set forth the

ings and reasonable



and timely access to local meetings, information, a
to the grantee's proposed and actual use of CDBG fu
not limited to:

(i) The amount of CDBG funds expected to be mad
coming year, including the

(ii) The range of activities that may be undert
funds;

(iif) The estimated amount of those funds propo
activities that will benefit low- and moderate-inco

(iv) The proposed CDBG activities likely to res
and the jurisdiction's plans, consistent with the p
under Sec. 570.606(b), for minimizing displacement
result of its proposed activities; and

(v) The types and levels of assistance the juri
make available (or to require others to make availa
displaced by CDBG-funded activities, even if the ju
no
displacement to occur;

(2) Providing technical assistance to groups re
persons of low- and moderate-income that request as
developing proposals. The level and type of assista
is
at the discretion of the jurisdiction. The assistan
the provision of funds to the groups;

(3) Holding a minimum of two public hearings fo
obtaining citizens' views and formulating or respon
and
questions. Each public hearing must be conducted at
of

the CDBG program. Together, the hearings must addre

nd records relating
nds including, but

e available for the

gr ant and anticipated program income;

aken with those

sed to be used for
me persons;

ult in displacement
olicies developed
of persons as a

sdiction plans to

ble) to persons
risdiction expects

presentative of
sistance in

nce to be provided
ce need not include

r the purpose of
ding to proposals

a different stage

Ss community

devel opnent and housing needs, devel opnment of proposed activities, and

review of program performance. There must be reason
hearings, and the hearings must be held at times an
locations convenient to potential or actual benefic
reasonable accommodations including material in acc
persons with disabilities. The jurisdiction must sp
how
it will meet the requirement for hearings at times
convenient to potential or actual beneficiaries;
(4) Meeting the needs of non-English speaking r
case
of public hearings where a significant number of no
residents can reasonably be expected to participate
(5) Responding to citizen complaints and grieva
procedures that citizens must follow when submittin
grievances. The jurisdiction's policies and procedu
for
timely written answers to written complaints and gr
working days
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after the receipt of the complaint, where practicab

(6) Encouraging citizen participation, particul
moderate-income persons who reside in areas in whic
proposed to be used.

(c) Publication of proposed statement. (1) The

able notice of the
d accessible
iaries, with

essible formats for
ecify in its plan

and locations
esidents in the
n-English speaking
hces, including the
g complaints and

res must provide

ievances within 15

le; and
arly by low- and
h CDBG funds are

insular area



jurisdiction shall publish a proposed statement con
proposed community devel opnent activities and
objectives in order to afford affected citizens an

(i) Examine the statement's contents to determi
which they may be affected;

(ii) Submit comments on the proposed statement;

(iif) Submit comments on the performance of the

(2) The requirement for publishing in paragraph
section may be met by publishing a summary of the p
in
one or more newspapers of general circulation and b
the proposed statement available at libraries, gove
public places. The summary must describe the conten
the
proposed statement and must include a list of the |
copies
of the entire proposed statement may be examined.

(d) Preparation of a final statement. An insula
must prepare a final statement. In the preparation
statement, the jurisdiction shall consider comments
relating to the proposed statement and may, if appr
final statement. The final statement shall be made
public and shall include the
projected
use of funds, and the

(e) Program amendments. To assure citizen parti
amendments to final statements, the insular area gr

(1) Furnish citizens information concerning the

(2) Hold one or more public hearings to obtain
citizens
on the proposed amendment;

(3) Develop and publish the proposed amendment
to afford affected citizens an opportunity to exami
and
to submit comments on the proposed amendment;

(4) Consider any comments and views expressed b
proposed amendment and, if the grantee finds it app
the
final amendment accordingly; and

(5) Make the final amendment to the
available to the public before its submission to

(f) Performance reports. (1) The citizen partic
provide citizens with reasonable notice and an oppo
on
performance reports. The citizen participation plan
reasonable notice and an opportunity to comment wil
citizen participation plan must provide a period of
days to receive comments on the performance report
submitted to HUD.

(2) The citizen participation plan shall requir
to
consider comments or views of citizens received in
at
public hearings in preparing the performance report
these
comments or views shall be attached to the performa

(g) Application for loan guarantees. Insular ar

communi ty devel opnent activities.

sisting of the

communi ty devel opnent

opportunity to:
ne the degree to

and

jurisdiction.

(c)(1) of this
roposed statement

y making copies of
rnment offices, and
ts and purpose of

ocations where

r area jurisdiction

of the final

and views received
opriate, modify the
available to the

comruni ty devel opnent objectives,

cipation on program
antee shall:
amendment;

the views of

in such a manner as
ne the contents,

y citizens on the
ropriate, modify

conmuni ty devel opment program
HUD.

ipation plan must
rtunity to comment

must state how
| be given. The
not less than 15
before it is to be
e the jurisdiction
writing or orally

. A summary of

nce report.
ea jurisdictions



intending to apply for the Section 108 Loan Guarant
ensure that they follow the applicable presubmissio
participation requirements of Sec. 570.704.

[69 FR 32780, June 10, 2004]
Subpart G_Urban
Source: 47 FR 7983, Feb. 23, 1982, unless other
Sec. 570.450 Purpose.

The purpose of urban
and urban counties that are experiencing severe eco
help stimulate economic
recovery. This subpart G contains those regulations
for the continued operation of this gr ant program.

[61 FR 11476, Mar. 20, 1996]
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Sec. 570.456 Ineligible activities and limitations
activities.

(a) Large cities and urban counties may not use
this subpart for planning the project or developing
However, they may use entitlement
funds for this purpose, provided that the UDAG proj
eligibility test of this part. Any small city which
application which is selected for preliminary appro
legally binding
pursuant to 24 CFR part 58 has been issued may devo
percent of the approved amount of its action
actual
costs in planning the project and preparing its app

(b) Assistance under this subpart may not be us
services as described in Sec. 570.201(e).

(c)(1) No assistance may be provided under this
speculative projects intended to facilitate the rel
industrial
or commercial plants or facilities from one area to
provisions of this paragraph (c)(1) shall not apply
any such plant or facility within a metropolitan ar

0] HUD will presume that a proposed project which include
speculative commercial or industrial space is inten
the
relocation of a plant or facility from one area to
demonstrated to HUD's satisfaction that:

(A) The proposed project is reasonably proximat
miles) to an area from which there has been a signi
pattern of movement, to areas reasonably proximate,
category for which such space is appropriate; and

(B) There is a likelihood of continuation of th
measurable comparisons between the area from which
been
occurring and the area of the proposed project in t

ee program must
n and citizen

Devel oprment Action Grants

wise noted.

devel opnent action grants is to assist cities

nomic distress to

devel opnent activity needed to aid in economic

that are essential

on eligible

assistance under
the application.

comruni ty devel opnent bl ock grant

ect meets the
submits a project
val and for which

gr ant agreement and for which a release of funds

te up to three (3)

gr ant to defray its

lication.
ed for public

subpart for
ocation of

another. The
to a relocation of
ea.

S
ded to facilitate

another, if it is
e (i.e., within 50
ficant current

of jobs of the

e pattern, based on
the movement has

erms of tax rates,



energy costs, and similar relevant factors.
(ii) The restrictions established in this parag
not
apply if the Secretary determines that the relocati
significantly and adversely affect the employment o
the area from which the industrial or commercial pl
to
be relocated. However, the Secretary will not be re
determination whether there is a significant and ad
such
a determination is undertaken, the Secretary will p
is
a significant and adverse effect where the signific
movement and the likelihood of continuation of such
from a distressed conmuni ty.
(i) The presumptions established in accordanc
paragraph
(c)(1) are rebuttable by the applicant. However, th
overcoming the presumptions will be on the applican
(iv) The presumptions established in this parag
not
apply if the speculative space contained in a comme
plant or facility included in a project constitutes
percentage
of the total space contained in that plant or facil
threshold amounts specified below:

Size of plant or facility Amount

space
0 to 50,000 sq. fteeeeeeeeeeeiiiiines 10 perc
50,001 to 250,000 sq. ft......cccvvveee. 5,000 s
percent,

whiche
250,001 to 1,000,000 sq. ft............... 20,000
percent,

whiche
1,000,001 or more sq. ft.....cceeeeene... 50,000
percent,

whiche

(2) Projects with identified intended occupants
be provided or utilized under this subpart for any
identified intended occupants that is likely to fac

(i) A relocation of any operation of an industr
plant or facility or other business establishment f
eligible
jurisdiction; or

(ii) An expansion of any operation of an indust
plant or facility or other business establishment t
substantial reduction of any such operation in any

raph (c)(1) shall

on does not
r economic base of
ant or facility is

quired to make a
verse effect. If

resume that there

ant pattern of job
a pattern has been

e with this

e burden of
L.
raph (c)(1) will

rcial or industrial
a lesser

ity than the

ent.
g.ft.or8

ver is greater.
sq. ft.or5

ver is greater.
sq. ft. or 3

ver is greater.

. No assistance may
project with

ilitate:

ial or commercial
rom any UDAG

rial or commercial
hat results in a
UDAG eligible



jurisdiction. The provisions of this paragraph (c)(
g)relocation of an operation or to an expansion of
Zrinetropolitan area. The provisions of this paragraph
only to projects that do not have speculative space
itrr:r?ltude both identified intended occupant space and
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(i) Significant and adverse effect. The restr
in this paragraph (c)(2) shall not apply if the Sec
that the relocation or expansion does not significa
affect the employment or economic base of the UDAG
jurisdiction
from which the relocation or expansion occurs. Howe
will not be required to make a determination whethe
significant and adverse effect. If such a determina
among the factors which the Secretary will consider

(A) Whether it is reasonable to anticipate that
significant net loss of jobs in the plant or facili
and

(B) Whether an equivalent productive use will b
or facility being abandoned by the relocating or ex
thus creating no deterioration of economic base.

(3) Within 90 days following notice of intent t
cancel assistance under paragraph (c) (1) or (2) of
applicant may appeal in writing to the Secretary th
denial
or cancellation of assistance. The applicant will b
given
an opportunity within a prescribed time for an info
regarding the action.

(4) Assistance for individuals adversely affect
relocations. (i) Any amount withdrawn by, recapture
the
Secretary because of a violation (or a settlement o
violation) of this section (or any regulation issue
provision entered into to carry out this section) b
identified intended occupants will be made availabl
as
a grant to the UDAG eligible jurisdiction from which the o
an
industrial or commercial plant or facility or other
establishment was relocated, or in which the operat

(i(A) Any amount made available under this pa
used
by the grantee to assist individuals who were emplo
operation
involved before the relocation or reduction and who
terms of employment were adversely affected by the
reduction. The assistance shall include job trainin
and job placement.

(B) If any amount made available to a grantee u
(c)(4) is more than is required to provide the assi
paragraph (c)(4)(ii)(A) of this section, the grante

2) shall not apply

an operation within
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excess amount to carry out
under section 105(a) of the Housing and
1974,

(ii)(A) The provisions of this paragraph (c)(4
applicable
to any amount withdrawn by, recaptured by, or paid
under this section, including any amount withdrawn,
paid
before the effective date of this paragraph.

(B) Grants may be made under this paragraph (c)
extent of amounts provided in appropriation Acts.

(5) For purposes of this section, the following

(i) "Operation" means any plant, equipment, f
substantial
number of positions, substantial employment opportu
capacity, or product line.

(ii) "Metropolitan area" means a metropolitan
Sec. 570.3 and which consists of either a freestand
area or a primary metropolitan statistical area whe
consolidated areas exist.

(i) “"Likely" means probably or reasonably t
determined by firm evidence such as resolutions of
close a plant or facility, notifications of closure
bargaining units, correspondence and notifications
officials relative to a closure, and supportive evi
newspaper articles and notices to employees regardi
plant
or facility. Consultant studies and marketing studi
as supportive evidence, but by themselves are not f

(iv) "UDAG eligible jurisdiction" means a dis
a
Pocket of Poverty, a Pocket of Poverty

Devel opnment Act of 1974.
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(6) Notwithstanding any other provision of this
in
this subpart may be construed to permit an inferenc
that
the policy of the urban devel opnent action
facilitate the relocation of businesses from one ar

[47 FR 7983, Feb. 23, 1982, as amended at 53 FR 330
54
FR 21169, May 16, 1989; 56 FR 56128, Oct. 31, 1991]

Sec. 570.457 Displacement, relocation, acquisition
of
housing.

The displacement, relocation, acquisition, and
housing requirements of Sec. 570.606 apply to appli
subpart G.

[55 FR 29309, July 18, 1990]
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Sec. 570.461 Post-preliminary approval requirement
paint.

The recipient may receive preliminary approval
accomplishment of lead-based paint activities condu
part
35, subparts A, B, J, K, and R of this title, but n
released until such actions are complete and eviden
submitted to HUD.

[64 FR 50225, Sept. 15, 1999]
Sec. 570.463 Project amendments and revisions.

(a) Pre-approval revisions to the application.
submit to the
the
application. A revision is considered significant i
scope, location, or scale of the project or changes
population.

The applicant must hold at least one public hearing
significant revision to the application.

(b) Post preliminary approval amendments. Appli
preliminary approval must submit to the
for approval of any significant amendment. A copy o
also be submitted to the Area Office. A significant
new activities or alterations thereof which will ch
location, scale, or beneficiaries of such activitie
result of a number of smaller changes, add up to an
exceeds

s; lead-based

prior to the
cted pursuant to

o funds will be
ce of compliance is

Applicants must

HUD Area Office and to Central Office all revisions to

f it alters the
the beneficiaries'

prior to making a

cants receiving

HUD Central Office, a request

f the request must
amendment involves
ange the scope,

s or which, as a
amount that

ten percent of the grant. HUD approval of amendments may be granted to

those requests which meet all of the following crit

(1) New or significantly altered activities mus
for selection applicable at the time of receipt of
amendment.

(2) The recipient must have complied with all r
subpart.

(3) The recipient may make amendments other tha
prior  HUD approval as defined in paragraph (b) of this secti
each
recipient must notify both the Area and Central Off
changes.

[47 FR 7983, Feb. 23, 1982, as amended at 61 FR 114
Sec. 570.464 Project closeout.

HUD will advise the recipient to initiate closeout pro
HUD determines, in consultation with the recipient, th
impediments to closeout. Closeout shall be carried
with Sec. 570.509 and applicable HUD guidelines.
[53 FR 8058, Mar. 11, 1988]

Sec. 570.465 Applicability of rules and regulation

eria:

t meet the criteria
the program
equirements of this

n those requiring
on but

ices of such

76, Mar. 20, 1996]

cedures when
at there are not
out in accordance



The provisions of subparts A, B, C, J, K, and O
shall apply to this subpart except to the extent th
modified
or augmented by this subpart.

Sec. 570.466 Additional application submission req
Pockets of Poverty--employment opportunit

Applicants for Action Grants under the Pockets
provision
must describe the number and, to the extent possibl
jobs (construction and permanent) that will be prov
and
moderate-income residents of the Pocket of Poverty
of
the proposed project. If the application calls for
programs
(such as those related to the CETA program) or job
for the pocket's residents, then such proposed acti
clearly and fully explained.
least 75 percent of whatever permanent jobs initial
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project are provided to low- and moderate-income pe

least 51 percent of whatever permanent jobs initial
project are provided to low- and moderate-income re

pocket.  HUD encourages applicants to ensure that at least 20 p

of
all permanent jobs are filled by persons from the p
participate in the CETA program on a continuous bas
all
applicants to continuously use best efforts to ensu
percent of all permanent jobs resulting from any Ac
project are provided to low- and moderate-income pe
least 51 percent of all permanent jobs resulting fr
G ant -
assisted project are provided to low- and moderate-
from
the pocket. The application should clearly describe
intends to meet initial and continuous job requirem
participating parties must meet these employment re
aggregate. To enable the private participants to do
agreements
executed by a private participating party shall inc

(a) Provisions requiring lessees to follow hiri
the
private participating party has determined will ena
these
requirements in the aggregate; and

(b) Provisions that will enable the private par
declare a default under the lease agreement if the
follow
such practices.

[61 FR 11476, Mar. 20, 1996]
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Subpart H [Reserved]

Subpart |_State

Source: 57 FR 53397, Nov. 9, 1992, unless other
Sec. 570.480 General.

(a) This subpart describes policies and procedu
states that elect to receive
for
distribution to units of general local government i
nonentitlement areas under the Housing and
of
1974. Other subparts of part 570 are not applicable
Program, except as expressly provided otherwise.

(b) HUD's authority for the waiver of regulations and for
suspension of requirements to address damage in a P
declared disaster area is described in 24 CFR part
122
of the Act, respectively.

(c) In exercising the Secretary's obligation an
review a state's performance, the Secretary will gi
deference to the state's interpretation of the stat
and the requirements of this regulation, provided t
interpretations are not plainly inconsistent with t
Secretary's obligation to enforce compliance with t
Congress as declared in the Act. The Secretary will
a
state has failed to carry out its certifications in
requirements of the Act (and this regulation) unles
finds
that procedures and requirements adopted by the sta
to afford reasonable assurance that activities unde
general local government were not plainly inappropr
primary objectives of the Act, this regulation, and
comruni ty devel opnent objectives.

(d) Administrative action taken by the Secretar
explicitly and fully part of this regulation shall
specific case or issue at a specific time, and shal
applicable to the state-administered CDBG program.

(e) Religious organizations are eligible to par
State CDBG Program as provided in Sec. 570.200(j).

[57 FR 53397, Nov. 9, 1992, as amended at 61 FR 114
61
FR 54921, Oct. 22, 1996; 69 FR 41718, July 9, 2004]

Sec. 570.481 Definitions.

(a) Except for terms defined in applicable stat
subpart,
the Secretary will defer to a state's definitions,
definitions are explicit, reasonable and not plainl
the Act. As used in

Conmuni ty Devel opnment Bl ock Grant Program

wise noted.

res applicable to
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this subpart, the following terms shall have the me
(1) Act means title | of the Housing and

of 1974 (42 U.S.C. 5301 et seq.).
(2) CDBG funds means

the

form of grants under this subpart and program incom

guaranteed by the state under section 108 of the Ac
(b) [Reserved]

[57 FR 53397, Nov. 9, 1992, as amended at 61 FR 520
Sec. 570.482 Eligible activities.

(a) General. The choice of activities on which
are
expended represents the determination by state and
developed in accordance with the state's program de
procedures,
as to which approach or approaches will best serve
The
eligible activities are listed at section 105(a) of
(b) Special assessments under the CDBG program.
policies relate to special assessments under the CD
(1) Public improvements initially assisted with
CDBG funds are used to pay all or part of the cost
improvement, special assessments may be imposed as
(i) Special assessments to recover the CDBG fun
against properties owned and occupied by persons no
moderate
income. These assessments constitute program income
(ii) Special assessments to recover the non-CDB
made, provided that CDBG funds are used to pay the
in
behalf of all properties owned and occupied by low
persons; except that CDBG funds need not be used to
assessments in behalf of properties owned and occup
income persons if, when permitted by the state, the
local government certifies that it does not have su
to pay the assessments in behalf of all of the low
owner-occupant persons. Funds collected through suc
assessments
are not program income.
(2) Public improvements not initially assisted
CDBG
funds may be used to pay special assessments levied
when this form of assessment is used to recover the
eligible public improvements initially financed sol
other than CDBG funds. The payment of special asses
funds constitutes CDBG assistance to the public imp
Therefore,
CDBG funds may be used to pay special assessments,
(i) The installation of the public improvements
compliance with requirements applicable to activiti
this subpart, including labor, environmental and ci
requirements;

aning indicated:

Conmuni ty Devel opnent Act

Conmuni ty Devel opnent Bl ock Grant funds, in

e, and loans
t.

9, Feb. 9, 1996]
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(ii) The installation of the public improvement meets a criterion

for national objectives. (See Sec. 570.483(b)(1), ( ¢), and (d).)

(iif) The requirements of Sec. 570.482(b)(1)(ii ) are met.

(c) Provision of assistance for microenterprise devel opnent.
Microenterprise devel opnent activities eligible under section
105(a)(23)
of the Housing and Conmuni ty Devel opnent Act of 1974 (the Act), as
amended, (42 U.S.C. 5301 et seq.) may be carried ou t either through
the
recipient directly or through public and private or ganizations,
agencies, and other subrecipients (including nonpro fit and for-profit
subrecipients).

(d) Provision of public services. The following activities shall
not
be subject to the restrictions on public services u nder section
105(a)(8) of the Housing and Conmuni ty Devel opnent Act of 1974, as
amended:

(1) Support services provided under section 105 (a)(23) of the
Housingand  Communi ty Devel opnent Act of 1974, as amended, and
paragraph
(c) of this section;

(2) Services carried out under the provisions o f section
105(a)(15)
of the Housing and Conmuni ty Devel opnent Act of 1974, as amended, that
are specifically designed to increase economic oppo rtunities through
job
training and
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placement and other employment support services, in cluding, but not
limited to, peer support programs, counseling, chil d care,
transportation, and other similar services; and

(3) Services of any type carried out under the provisions of
section
105(a)(15) of the Act, pursuant to a strategy appro ved by a State
under
the provisions of Sec. 91.315(e)(2) of this title.

(e) Guidelines and objectives for evaluating pr oject costs and
financial requirements--(1) Applicability. The foll owing guidelines,
also referred to as the underwriting guidelines, ar e provided to
assist
the recipient to evaluate and select activities to be carried out for
economic devel oprent purposes. Specifically, these guidelines are
applicable to activities that are eligible for CDBG assistance under
section 105(a)(17) of the Act, economic devel opnent activities
eligible
under section 105(a)(14) of the Act, and activities that are part of a
communi ty economic  devel oprent project eligible under section
105(a)(15)
of the Act. The use of the underwriting guidelines published by HUD is
not mandatory. However, states electing not to use these guidelines
would be expected to ensure that the state or units of general local
government conduct basic financial underwriting pri or to the provision
of CDBG financial assistance to a for-profit busine Ss.

(2) Objectives. The underwriting guidelines are designed to

provide



the recipient with a framework for financially unde
selecting CDBG-assisted economic
financially viable and will make the most effective
funds. Where appropriate,
different levels of review are appropriate to take
differences in the size and scope of a proposed pro
case
of a microenterprise or other small business to tak
differences in the capacity and level of sophistica
businesses
of differing sizes. Recipients are encouraged, when
own programs and underwriting criteria, to also tak
into
account. These underwriting guidelines are publishe
this part. The objectives of the underwriting guide
ensure:

(i) That project costs are reasonable;

(ii) That all sources of project financing are

(i) That to the extent practicable, CDBG fund
substituted
for non-Federal financial support;

(iv) That the project is financially feasible;

(v) That to the extent practicable, the return
equity
investment will not be unreasonably high; and

(vi) That to the extent practicable, CDBG funds
pro rata basis with other finances provided to the

(f) Standards for evaluating public benefit--(1
applicability. The grantee is responsible for makin
least
a minimum level of public benefit is obtained from
CDBG funds under the categories of eligibility gove
standards. The standards set forth below identify t
benefit that will be recognized for this purpose an
of each that must be obtained for the amount of CDB
standards are applicable to activities that are eli
assistance under section 105(a)(17) of the Act, eco
activities eligible under section 105(a)(14) of the
activities
that are part of a
under
section 105(a)(15) of the Act. Certain public facil
improvements eligible under section 105(a)(2) of th
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guidelines for project costs and financial requirem
paragraph (a) of this section, the use of the stand
benefit is mandatory.

(2) Standards for activities in the aggregate.
by
these standards must, in the aggregate, either:

(i) Create or retain at least one full-time equ
job per $35,000 of CDBG funds used; or

(i) Provide goods or services to residents of
the number of low- and moderate-income persons

)(2). Unlike the
ents covered under
ards for public

Activities covered

ivalent, permanent
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residing in the areas served by the assisted busine sses amounts to at
least one low- and moderate-income person per $350 of CDBG funds used.

(3) Applying the aggregate standards. (i) A sta te shall apply the
aggregate standards under paragraph (e)(2) of this section to all
funds
distributed for applicable activities from each ann ual grant. This
includes the amount of the annual gr ant , any funds reallocated by HUD
to
the state, any program income distributed by the st ate and any
guaranteed loan funds made under the provisions of subpart M of this
part covered in the method of distribution in the f inal statement for
a
given annual gr ant year.

(i) The grantee shall apply the aggregate stan dards to the number
of jobs to be created/retained, or to the number of persons residing
in
the area served (as applicable), as determined at t he time funds are
obligated to activities.

(iif) Where an activity is expected both to cre ate or retain jobs
and to provide goods or services to residents of an area, the grantee
may elect to count the activity under either the jo bs standard or the
area residents standard, but not both.

(iv) Where CDBG assistance for an activity is | imited to job
training and placement and/or other employment supp ort services, the
jobs assisted with CDBG funds shall be considered t 0 be created or
retained jobs for the purposes of applying the aggr egate standards.

(v) Any activity subject to these standards whi ch meets one or
more
of the following criteria may, at the grantee's opt ion, be excluded
from
the aggregate standards described in paragraph (f)( 2) of this section:

(A) Provides jobs exclusively for unemployed pe rsons or

participants
in one or more of the following programs:
(1) Jobs Training Partnership Act (JTPA);

(2) Jobs Opportunities for Basic Skills (JOBS); or

(3) Aid to Families with Dependent Children (AF DC);

(B) Provides jobs predominantly for residents o f Public and Indian
Housing units;

(C) Provides jobs predominantly for homeless pe rsons;

(D) Provides jobs predominantly for low-skilled , low- and
moderate-
income persons, where the business agrees to provid e clear
opportunities
for promotion and economic advancement, such as thr ough the provision
of
training;

(E) Provides jobs predominantly for persons res iding within a
census
tract (or bl ock numbering area) that has at least 20 percent of it S
residents who are in poverty;

(F) Provides assistance to business(es) that op erate(s) within a
census tract (or bl ock numbering area) that has at least 20 percent of

its residents who are in poverty;
(G) Stabilizes or revitalizes a neighborhood in come that has at



least 70 percent of its residents who are low- and

(H) Provides assistance to a
Institution (as defined in the
Financial Institutions Act of 1994, (12 U.S.C. 4701
area that has at least 70 percent of its residents
moderate-income;

(I) Provides assistance to an organization elig
activities under section 105(a)(15) of the Act serv
has
at least 70 percent of its residents who are low- a

(J) Provides employment opportunities that are
component
of a project designed to promote spatial deconcentr
moderate-income and minority persons;

moderate-income;

Conmuni ty Devel opnent Financial
Conmuni ty Devel opnent Banking and

note)) serving an
who are low- and

ible to carry out
ing an area that

nd moderate-income;
an integral

ation of low- and

(K) With prior HUD approval, provides substantial benefit to low-

income persons through other innovative approaches;

(L) Provides services to the residents of an ar
strategy approved by the State under the provisions
91.315(e)(2) of this title;

(M) Creates or retains jobs through businesses
pursuant to a strategy approved by the State under
Sec. 91.315(e)(2) of this title.

(4) Standards for individual activities. Any ac
these standards which falls into one or more of the
categories
will be considered by
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HUD to provide insufficient public benefit, and theref
circumstances be assisted with CDBG funds:

(i) The amount of CDBG assistance exceeds eithe
as applicable:

(A) $50,000 per full-time equivalent, permanent
retained; or

(B) $1,000 per low- and moderate-income person
services are provided by the activity.

(ii) The activity consists of or includes any o

(A) General promotion of the
the
promotion of specific areas and programs);

(B) Assistance to professional sports teams;

(C) Assistance to privately-owned recreational
serve
a predominantly higher-income clientele, where the
benefit
to users or members clearly outweighs employment or
low- and moderate-income persons;

(D) Acquisition of land for which the specific
not
yet been identified; and

(E) Assistance to a for-profit business while t
other business owned by the same person(s) or entit
subject
of unresolved findings of noncompliance relating to
assistance provided by the recipient.

(5) Applying the individual activity standards.

ea pursuant to a
of Sec.
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the provisions of
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activity is expected both to create or retain jobs

goods

or services to residents of an area, it will be dis

the

amount of CDBG assistance exceeds both of the amoun
(N(4)(i) of this section.

(ii) The individual activity tests in paragraph
section shall be applied to the number of jobs to b
retained, or to the number of persons residing in t
applicable), as determined at the time funds are ob
activities.

(iif) Where CDBG assistance for an activity is
training and placement and/or other employment supp
jobs assisted with CDBG funds shall be considered t
retained jobs for the purposes of applying the indi
standards in paragraph (f)(4)(i) of this section.

(6) Documentation. The state and its
maintain
sufficient records to demonstrate the level of publ
on
the above standards, that is actually achieved upon

and to provide
qualified only if
ts in paragraph

(H(4)(i) of this
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CDBG-assisted economic devel opnent activity(ies) and how that compares

to the level of such benefit anticipated when the C
obligated. If a state
of

substantial variation from anticipated results, the
recipient are expected to take those actions reason
respective control to improve the accuracy of the p

DBG assistance was

gr ant recipient's actual results show a pattern

state and its
ably within their
rojections. If the

actual results demonstrate that the state has faile d the public
benefit
standards, HUD may require the state to meet more stringent stand

in
future years as appropriate.

(g) Amendments to economic
determinations. If, after the grantee enters into a
provide
assistance to a project, the scope or financial ele
project
change to the extent that a significant contract am
appropriate, the project should be reevaluated unde
recipient's guidelines. (This would include, for ex
where the business requests a change in the amount
assistance being provided, or an extension to the |
required in the contract.) If a reevaluation of the
that the financial elements and public benefit to b
substantially changed, then the recipient should ma
adjustments in the amount, type, terms or condition
assistance
which has been offered, to reflect the impact of th
change.

(For example, if a change in the project elements r
substantial reduction of the total project costs, i
appropriate

for the recipient to reduce the amount of total CDB
the

amount of CDBG assistance provided to the project i
amended project must still comply
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with the public benefit standards under paragraph (

[57 FR 53397, Nov. 9, 1992, as amended at 60 FR 194
FR 54921, Oct. 22, 1996]

Sec. 570.483 Criteria for national objectives.

(a) General. The following criteria shall be us
whether a CDBG assisted activity complies with one
national objectives as required to section 104(b)(3
is
willing to consider a waiver of these requirements
Sec. 570.480(b)).

(b) Activities benefiting low and moderate inco
activity will be considered to address the objectiv
and moderate income persons if it meets one of the
paragraph
(b) of this section, unless there is substantial ev
contrary. In assessing any such evidence, the full
effects of the assisted activity will be considered
when taken as a whole, must not benefit moderate in
exclusion of low income persons:

(1) Area benefit activities. (i) An activity, t
which
are available to all the residents in a particular
least
51 percent of the residents are low and moderate in
an
area need not be coterminous with census tracts or
recognized boundaries but must be the entire area s
activity. Units of general local government may, at
the state, use either
appropriate low and moderate income levels or surve
methodologically sound. An activity that serves an
primarily residential in character shall not qualif
criterion.

(i) An activity, where the assistance is to a
that provides benefits to all the residents of an a
limited
to paying special assessments levied against reside
owned and occupied by persons of low and moderate i

(iii)(A) An activity to develop, establish and
exceed two years after establishment), a uniform em
number system serving an area having less than 51 p
moderate income residents, when the system has not
operational
before the receipt of CDBG funds, provided a prior
determination
is obtained from
certifications by the State that:

(1) The system will contribute significantly to
residents of the area. The unit of general local go
provide

HUD. HUD's determination will be based upon

f) of this section.
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the state a list of jurisdictions and unincorporate
served

by the system and a list of the emergency services
participate

in the emergency telephone number system;

(2) At least 51 percent of the use of the syste
and
moderate income persons. The state's certification
information which identifies the total number of ca
received
over the preceding twelve-month period for each of
services to be covered by the emergency telephone n
relates those calls to the geographic segment (expr
possible in terms of census tracts, enumeration dis
groups,
or combinations thereof that are contained within t
service area from which the calls were generated. |
data
to meet the requirements of this section, the state
the
distribution of income among callers generally refl
characteristics of the general population residing
geographic area where the callers reside. Alternati
certification may be based upon other data, agreed
state, which shows that over the preceding twelve-m
users
of all the services to be included in the emergency
system consisted of at least 51 percent low and mod
persons.

(3) Other federal funds received by the unit of
government are insufficient or unavailable for a un
telephone number system. The unit of general local
submit a statement explaining whether the problem i
insufficiency of the amount of such funds, the rest
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of such funds, or the prior commitment of such fund
purposes
by the unit of general local government.

(4) The percentage of the total costs of the sy
CDBG
funds does not exceed the percentage of low and mod
persons
in the service area of the system. The unit of gene
government
must include a description of the boundaries of the
the
system; the census tracts or enumeration districts
boundaries; the total number of persons and the tot
and
moderate income persons in each census tract or enu
and the percentage of low and moderate income perso
area; and the total cost of the system.

(B) The certifications of the state must be sub
brief statement describing the factual basis upon w
certifications were made.
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(iv) Activities meeting the requirements of par
this section may be considered to qualify under par
this
section.
v) HUD will consider activities meeting the requirements
paragraph (e)(5)(i) of this section to qualify unde
of
this section, provided that the area covered by the
of the following criteria:
(A) The area is in a Federally-designated Empow
Enterprise Conmuni ty;
(B) The area is primarily residential and conta
low and moderate income residents that is no less t
(C) All of the census tracts (or
area
have poverty rates of at least 20 percent, at least
census tracts (or

agraph (e)(4)(i) of
agraph (b)(1) of

of
r paragraph (b)(1)
strategy meets one
erment Zone or

ins a percentage of
han 70 percent;

bl ock numbering areas) in the

90 percent of the

bl ock numbering areas) in the area have poverty

esidential. (If

rates

of at least 25 percent, and the area is primarily r

only

part of a census tract or bl ock numbering area is included in a
strategy

area, the poverty rate shall be computed for those
any
part thereof) which are included in the strategy ar

(D) Upon request by the State,
percent low and moderate income or 25 percent pover
thresholds
on a case-by-case basis. In no case, however, may a
both a percentage of low and moderate income reside
percent and a poverty rate less than 20 percent.

(2) Limited clientele activities. (i) An activi
limited clientele, at least 51 percent of whom are
income persons. The following kinds of activities m
under
paragraph (b)(2) of this section:

(A) Activities, the benefits of which are avail
residents of an area;

(B) Activities involving the acquisition, const
rehabilitation of property for housing; or

(C) Activities where the benefit to low- and mo
persons
to be considered is the creation or retention of jo
provided in paragraph (b)(2)(v) of this section.

(i) To qualify under paragraph (b)(2) of this
activity
must meet one or the following tests:

(A) It must benefit a clientele who are general
principally low and moderate income persons. Activi
exclusively
serve a group of persons in any one or a combinatio
categories may be presumed to benefit persons, 51 p
low and moderate income: abused children, battered
persons, adults meeting the Bureau of the Census' C
Reports definition of “severely disabled," homele
illiterate adults, persons living with AIDS, and mi
or

bl ock groups (or

ea.)

HUD may grant exceptions to the 70

ty minimum

strategy area have
nts less than 51

ty which benefits a
low and moderate
ay not qualify

able to all the
ruction or
derate-income

bs, except as
section, the

ly presumed to be
ties that

n of the following
ercent of whom are
spouses, elderly
urrent Population

SS persons,
grant farm workers;



(B) It must require information on family size
it
is evident that at least 51 percent of the clientel
family income does not exceed the low and moderate
(C) It must have income eligibility requirement
activity exclusively to low and moderate income per
(D) It must be of such a nature, and be in such
it
may be concluded that the activity's clientele will
and
moderate income persons.
(i) An activity that serves to remove materia
barriers to the mobility or accessibility of
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elderly persons or of adults meeting the Bureau of
Population Reports definition of ““severely disable
presumed

to qualify under this criterion if it is restricted
practicable, to the removal of such barriers by ass

(A) The reconstruction of a public facility or
portion thereof, that does not qualify under Sec. 5

(B) The rehabilitation of a privately owned non
building
or improvement that does not qualify under Sec. 570
or

(C) The rehabilitation of the common areas of a
structure that contains more than one dwelling unit
qualify under Sec. 570.483(b)(3).

(iv) A microenterprise assistance activity (car
accordance with the provisions of section 105(a)(23
Sec.

570.482(c) and limited to microenterprises) with re
owners

of microenterprises and persons developing microent
under the activity who are low- and moderate-income
purposes of this paragraph, persons determined to b
income may be presumed to continue to qualify as su
three-

year period.

(v) An activity designed to provide job trainin
and/
or other employment support services, including, bu
peer support programs, counseling, child care, tran
other
similar services, in which the percentage of low- a
persons assisted is less than 51 percent may qualif
paragraph in the following limited circumstances:

(A) In such cases where such training or provis
services is an integrally-related component of a la
only use of CDBG assistance for the project is to p
training and/or supportive services; and

(B) The proportion of the total cost of the pro
funds is no greater than the proportion of the tota
assisted who are low or moderate income.

(3) Housing activities. An eligible activity ca
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purpose of providing or improving permanent residen
that,
upon completion, will be occupied by low and modera
households.
This would include, but not necessarily be limited
or rehabilitation of property by the unit of genera
a
subrecipient, an entity eligible to receive assista
105(a)(15) of the Act, a developer, an individual h
individual homeowner; conversion of nonresidential
housing construction. If the structure contains two
least one must be so occupied, and if the structure
two dwelling units, at least 51 percent of the unit
occupied. If two or more rental buildings being ass
be
located on the same or contiguous properties, and t
be
under common ownership and management, the grouped
considered for this purpose as a single structure.
activities
being assisted meet the requirements of paragraph (
(e)(5)(ii) of this section, all such housing may al
for
this purpose as a single structure. For rental hous
low
and moderate income households must be at affordabl
under this criterion. The unit of general local gov
and make public its standards for determining " aff
this purpose. The following shall also qualify unde
(i) When less than 51 percent of the units in a
occupied by low and moderate income households, CDB
provided in the following limited circumstances:
(A) The assistance is for an eligible activity
devel opnent cost of the new construction of a multifamily, non
rental housing project; and
(B) Not less than 20 percent of the units will
and moderate income households at affordable rents;
(C) The proportion of the total cost of develop
be
borne by CDBG funds is no greater than the proporti
project that will be occupied by low and moderate i
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(i) Where CDBG funds are used to assist rehabi
services or in direct support of the unit of genera
government's
Rental Rehabilitation Program authorized under 24 C
funds shall be considered to benefit low and modera
where not less than 51 percent of the units assiste
assisted,
by the Rental Rehabilitation Program overall are fo
income persons.

(iif) When CDBG funds are used for housing serv
section 105(a)(21) of the Act, such funds shall be
benefit
low and moderate income persons if the housing unit
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te income
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services are provided are HOME-assisted and the req
92.252 or Sec. 92.254 of this title are met.

(4) Job creation or retention activities. (i) A
to create permanent jobs where at least 51 percent
computed
on a full time equivalent basis, involve the employ
moderate income persons. For an activity that creat
of
general local government must document that at leas
jobs will be held by, or will be made available to
income persons.

(i) For an activity that retains jobs, the uni
government must document that the jobs would actual
the CDBG assistance and that either or both of the
conditions
apply with respect to at least 51 percent of the jo
CDBG assistance is provided: The job is known to be
moderate income person; or the job can reasonably b
over within the following two years and that it wil
that steps will be taken to ensure that it is made
or moderate income person upon turnover.

(i) Jobs will be considered to be available t
income persons for these purposes only if:

(A) Special skills that can only be acquired wi
training or work experience or education beyond hig
prerequisite to fill such jobs, or the business agr
unqualified persons and provide training; and

(B) The unit of general local government and th
take actions to ensure that low and moderate income
first consideration for filling such jobs.

(iv) For purposes of determining whether a job
available to a low- or moderate-income person, the
presumed to be a low- or moderate-income person if:

(A) He/she resides within a census tract (or
that either:

(1) Meets the requirements of paragraph (b)(4)(
or

(2) Has at least 70 percent of its residents wh
moderate-income persons; or

(B) The assisted business is located within a ¢
bl ock
numbering area) that meets the requirements of para
this section and the job under consideration is to
that census tract.

(v) A census tract (or
presumptions permitted under paragraphs (b)(4)(iv)
this section if it is either part of a Federally-de
Empowerment
Zone or Enterprise

(A) It has a poverty rate of at least 20 percen
the most recently available decennial census inform

(B) It does not include any portion of a centra
district,
as this term is used in the most recent Census of R
the tract has a poverty rate of at least 30 percent
the
most recently available decennial census informatio

b
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(C) It evidences pervasive poverty and general distress by meeting
at least one of the following standards:

() All bl ock groups in the census tract have poverty rates of a t
least 20 percent;

(2) The specific activity being undertaken is | ocated in a bl ock
group that has a poverty rate of at least 20 percen t; or

(3) Upon the written request of the recipient, HUD determines that
the census tract exhibits other objectively determi nable signs of
general distress such as high incidence of crime, n arcotics use,

homelessness, abandoned
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housing, and deteriorated infrastructure or substan tial population
decline.

(vi) As a general rule, each assisted business shall be considered
to be a separate activity for purposes of determini ng whether the
activity qualifies under this paragraph, except:

(A) In certain cases such as where CDBG funds a re used to acquire,
develop or improve a real property (e.g., a busines s incubator or an
industrial park) the requirement may be met by meas uring jobs in the
aggregate for all the businesses that locate on the property, provided
the businesses are not otherwise assisted by CDBG f unds.

(B) Where CDBG funds are used to pay for the st aff and overhead
costs of an entity specified in section 105(a)(15) of the Act making
loans to businesses exclusively from non-CDBG funds , this requirement
may be met by aggregating the jobs created by all o f the businesses
receiving loans during any one-year period.

(C) Where CDBG funds are used by a recipient or subrecipient to
provide technical assistance to businesses, this re quirement may be
met
by aggregating the jobs created or retained by all of the businesses
receiving technical assistance during any one-year period.

(D) Where CDBG funds are used for activities me eting the criteria
listed at Sec. 570.482(f)(3)(v), this requirement m ay be met by
aggregating the jobs created or retained by all bus inesses for which
CDBG assistance is obligated for such activities du ring any one-year
period, except as provided at paragraph (e)(6) of t his section.

(E) Where CDBG funds are used by a Conmuni ty Devel opnent Financial
Institution to carry out activities for the purpose of creating or
retaining jobs, this requirement may be met by aggr egating the jobs
created or retained by all businesses for which CDB G assistance is
obligated for such activities during any one-year p eriod, except as
provided at paragraph (e)(6) of this section.

(F) Where CDBG funds are used for public facili ties or
improvements
which will result in the creation or retention of obs by more than
one
business, this requirement may be met by aggregatin g the jobs created
or
retained by all such businesses as a result of the public facility or
improvement.

(1) Where the public facility or improvement is undertaken
principally for the benefit of one or more particul ar businesses, but
where other businesses might also benefit from the assisted activity,
the requirement may be met by aggregating only the jobs created or

retained by those businesses for which the facility /improvement is



principally undertaken, provided that the cost (in

facility/improvement is less than $10,000 per perma

equivalent job to be created or retained by those b
(2) In any case where the cost per job to be cr

(as

determined under paragraph (b)(4)(vi)(F)(1) of this

$10,000

or more, the requirement must be met by aggregating

or

retained as a result of the public facility or impr

businesses in the service area of the facility/impr

aggregation must include businesses which, as a res

facility/improvement, locate or expand in the servi

public

facility/improvement between the date the state awa

to

the recipient and the date one year after the physi

the

public facility/improvement. In addition, the assis

comply with the public benefit standards at Sec. 57
(5) Planning-only activities. An activity invol

such activity is the only activity for which the

general local government is given, or if the planni

unrelated to any other activity assisted by the

documented that at least 51 percent of the persons

from implementation of the plan are low and moderat

Any

such planning activity for an area or a

of

whom at least 51 percent are low and moderate incom

considered
to meet this national objective.
(c) Activities which aid in the prevention or e
or blight. Activities meeting one or more of the fo
in
the absence of substantial evidence to the contrary
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be considered to aid in the prevention or eliminati
blight:

(1) Activities to address slums or blight on an
activity will be considered to address prevention o
slums or blight in an area if the state can determi

(i) The area, delineated by the unit of general
meets a definition of a slum, blighted, deteriorate
area under state or local law;

(i) Throughout the area there is a substantial
deteriorated or deteriorating buildings or the publ
in a general state of deterioration;

(iif) The assisted activity addresses one or mo
conditions
which contributed to the deterioration of the area.
residential buildings carried out in an area meetin
requirements will be considered to address the area
only

CDBG funds) for the
nent full-time
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where each such building rehabilitated is considere
before

rehabilitation, and all deficiencies making a build

have

been eliminated if less critical work on the buildi
undertaken. The State shall ensure that the unit of
government has developed minimum standards for buil
may take into account local conditions.

(iv) The state keeps records sufficient to docu
that a project meets the national objective of prev
elimination
of slums and blight.

(2) Activities to address slums or blight on a
Acquisition, clearance, relocation, historic preser
rehabilitation activities which eliminate specific
blight
or physical decay on a spot basis not located in a
area
will meet this objective. Under this criterion, reh
limited to the extent necessary to eliminate specif
detrimental to public health and safety.

(3) Planning only activities. An activity invol
the activity is the only activity for which the
general local government is given, or the planning
unrelated
to any other activity assisted by the
slum
or blighted area, or if all elements of the plannin
and related to an activity which, if funded, would
other
criteria of elimination of slums or blight.

(d) Activities designed to meet
a
particular urgency. In the absence of substantial e
contrary, an activity will be considered to address
the unit of general local government certifies, and
determines, that the activity is designed to allevi
conditions which pose a serious and immediate threa

d substandard
ing substandard
ng is also

general local
ding quality which
ment its findings

ention or
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became urgent, that the unit of general local gover
finance the activity on its own, and that other sou
not available. A condition will generally be consid
recent
origin if it developed or became urgent within 18 m
certification by the unit of general local governme

(e) Additional criteria. (1) In any case where
undertaken is a public improvement and the activity
designed
to serve a primarily residential area, the activity
requirements of paragraph (b)(1) of this section wh
requirements of paragraph (b)(4) of this section ar
qualify as benefiting low and moderate income perso

(2) Where the assisted activity is acquisition
preliminary determination of whether the activity a
objective may be based on the planned use of the pr
acquisition. A final determination shall be based o
the property, excluding any short-term, temporary u

nment is unable to
rces of funding are
ered to be of

onths preceding the
nt.

the activity

is clearly

must meet the
ether or not the

e met in order to
ns.

of real property, a
ddresses a national
operty after
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acquisition is for the purpose of clearance which w
specific conditions of blight or physical decay, th
activity
shall be considered the actual use of the property.
subsequent use or disposition of the cleared proper
as a ~change of use" under Sec. 570.489()).

(3) Where the assisted activity is relocation a
unit of general local government is required to
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provide, the relocation assistance shall be conside
same national objective as is addressed by the disp
Where the relocation assistance is voluntary, the u
local
government may qualify the assistance either on the
national objective addressed by the displacing acti
relocation assistance is to low and moderate income
basis of the national objective of benefiting low a
persons.

(4) Where CDBG-assisted activities are carried

Devel opnent Financial Institution whose charter limits its inv

area to a primarily residential area consisting of
low- and moderate-income persons, the unit of gener
may also elect the following options:
(i) Activities carried out by the
Institution for the purpose of creating or retainin
option of the unit of general local government, be
the requirements of this paragraph under the criter
(b)(2)(iv) of this section in lieu of the criteria
of this section; and
(ii) All housing activities for which the
Financial Institution obligates CDBG assistance dur
period may be considered to be a single structure f
applying the criteria at paragraph (b)(3) of this s
(5) If the unit of general local government has
a
commruni t y revitalization strategy pursuant to the authority
91.315(e)(2) of this title, and the State has appro
the
unit of general local government may also elect the
(i) Activities undertaken pursuant to the strat
of creating or retaining jobs may, at the option of
considered to meet the requirements of paragraph (b
under the criteria at Sec. 570.483(b)(1)(v) instead
Sec. 570.483(b)(4); and
(ii) All housing activities in the area underta
strategy may be considered to be a single structure
applying the criteria at paragraph (b)(3) of this s
(6) If an activity meeting the criteria in Sec.
also meets the requirements of either paragraph (e)
of this section, the unit of general local governme
qualify the activity either under the area benefit
paragraph
(b)(2)(iv) or (v) of this section or under the job
criteria

ill eliminate
e clearance
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at paragraph (b)(4)(vi)(D) of this section, but not
an

activity may meet the job aggregation criteria at b
(b)(4)(vi)(D) and (E) of this section, the unit of
government may elect to qualify the activity under
but

not both.

(f) Planning and administrative costs. CDBG fun
eligible planning and administrative costs by units
government in conjunction with other CDBG assisted
considered to address the national objectives.

[57 FR 53397, Nov. 9, 1992, as amended at 60 FR 195
FR 17445, Apr. 6, 1995; 61 FR 54921, Oct. 22, 1996]

Sec. 570.484 Overall benefit to low and moderate i

(a) General. The State must certify that, in th
less
than 70 percent of the CDBG funds received by the s
period
specified by the state, not to exceed three years,
activities that benefit persons of low and moderate
selected and certified to by the state shall be des
year of annual grants, and shall be for one, two or
annual grants. The period shall be in effect until

are expended. No CDBG funds may be included in more

selected, and all CDBG funds received must be inclu
period.

(b) Computation of 70 percent benefit. Determin
has carried out its certification under paragraph (
requires evidence that not less than 70 percent of
the

designated annual gr ant (s), any funds reallocated by

any distributed program income and any guaranteed |
provisions of subpart M of
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this part covered in the method of distribution in

or statements for the designated annual

expended for activities meeting criteria as provide
570.483(b)

for activities benefiting low and moderate income p
calculating the percentage of funds expended for su

(1) All CDBG funds included in the period selec
to
by the state shall be accounted for, except for fun
State,
or by the units of general local government, for pr
administration,
or for planning activities other than those which m
objective under Sec. 570.483 (b)(5) or (c)(3).

(2) Any funds expended by a state for the purpo
loans guaranteed under the provisions of subpart M
be
excepted from inclusion in this calculation.

under both. Where

oth paragraphs
general local
either criterion,

ds expended for
of general local
activities will be

1, Jan. 5, 1995; 60
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e aggregate, not
tate during a
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income. The period
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(3) Except as provided in paragraph (b)(4) of t
funds expended for an eligible activity meeting the
activities benefiting low and moderate income perso
their entirety towards meeting the 70 percent benef
low
and moderate income requirement.

(4) Funds expended for the acquisition, new con
rehabilitation of property for housing that qualifi
570.483(b)(3) shall be counted for this purpose, bu
to
an amount determined by multiplying the total cost
non-CDBG costs) of the acquisition, construction or
the percent of units in such housing to be occupied
moderate
income persons, except that the amount counted shal
amount of CDBG funds provided.

Sec. 570.485 Making of grants.

(a) Required submissions. In order to receive i
grant
under this subpart, a State must submit a consolida
accordance with 24 CFR part 91. That part includes
the
content of the consolidated plan, for the process o
plan, including citizen participation provisions, f
date, for HUD approval, and for the amendment process.

(b) Failure to make submission. The state's fai
submission required by paragraph (a) of this sectio
prescribed deadline constitutes the state's electio
and
distribute amounts allocated for its nonentitlement
applicable fiscal year. Funds will be either:

(1) Administered by
state has not administered the program in any previ

(2) Reallocated to all states in the succeeding
according to the formula of section 106(d) of the A
administered the program in any previous year.

(c) Approval of grant. HUDwill approve a
submissions have been made and approved in accordan
91, and the certifications required therein are sat
Secretary. The certifications will be satisfactory
for
this purpose unless the Secretary has determined pu
570.493 that the State has not complied with the re
subpart, or has determined that there is evidence,
involving the State's past performance under this p
to
challenge in a substantial manner the State's certi
performance. If the Secretary makes any such determ
the
State may be required to submit further assurances
may
deem warranted or necessary to find the grantee's ¢
satisfactory.

[57 FR 53397, Nov. 9, 1992, as amended at 60 FR 191
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FR 54922, Oct. 22, 1996]

Sec. 570.486 Local government requirements.

(a) Citizen participation requirements of a uni t of general local
government. Each unit of general local government s hall meet the
following requirements as required by the state at Sec. 91.115(e) of
this title.

(1) Provide for and encourage citizen participa tion, particularly
by
low and moderate income persons who reside in slum or blighted areas
and

areas in which CDBG funds are proposed to be used;
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(2) Ensure that citizens will be given reasonab le and timely
access
to local meetings, information, and records relatin g to the unit of
local government's proposed and actual use of CDBG funds;

(3) Furnish citizens information, including but not limited to:

(i) The amount of CDBG funds expected to be mad e available for the
current fiscal year (including the gr ant and anticipated program
income);

(ii) The range of activities that may be undert aken with the CDBG
funds;

(i) The estimated amount of the CDBG funds pr oposed to be used
for
activities that will meet the national objective of benefit to low and
moderate income persons; and

(iv) The proposed CDBG activities likely to res ult in displacement
and the unit of general local government's antidisp lacement and
relocation plans required under Sec. 570.488.

(4) Provide technical assistance to groups repr esentative of
persons
of low and moderate income that request assistance in developing
proposals in accordance with the procedures develop ed by the state.
Such
assistance need not include providing funds to such groups;

(5) Provide for a minimum of two public hearing s, each ata
different stage of the program, for the purpose of obtaining citizens'
views and responding to proposals and questions. To gether the hearings
must cover communi ty devel opnent and housing needs, devel opnent of
proposed activities and a review of program perform ance. The public
hearings to cover communi ty devel opnent and housing needs must be held
before submission of an application to the state. T here must be
reasonable notice of the hearings and they must be held at times and
locations convenient to potential or actual benefic iaries, with
accommodations for the handicapped. Public hearings shall be conducted
in a manner to meet the needs of non-English speaki ng residents where
a
significant number of non-English speaking resident s can reasonably be
expected to participate;

(6) Provide citizens with reasonable advance no tice of, and
opportunity to comment on, proposed activities in a n application to

the



state and, for grants already made, activities whic

be

added, deleted or substantially changed from the un
government's application to the state. Substantiall
changes made in terms of purpose, scope, location o
defined by criteria established by the state.

(7) Provide citizens the address, phone number,
submitting complaints and grievances, and provide t
answers
to written complaints and grievances, within 15 wor
practicable.

(b) Activities serving beneficiaries outside th
the
unit of general local government. CDBG-funded activ
beneficiaries outside the jurisdiction of the unit
government that receives the
government determines that the activity is meeting
accordance with section 106(d)(2)(D) of the Act.

[57 FR 53397, Nov. 9, 1992, as amended at 61 FR 549

Sec. 570.487 Other applicable laws and related pro

(a) General. Certain statutes are expressly mad
activities assisted under the Act by the Act itself
not referred to in the Act may be applicable to suc
their
own terms. Certain statutes or executive orders tha
to activities assisted under the Act by their own t
administered
or enforced by governmental officials, departments

than HUD. Paragraphs (d) and (c) of this section contain tw

requirements expressly made applicable to CDBG acti
itself.

(b) Affirmatively furthering fair housing. The
state to certify to the satisfaction of
further fair housing. The act also requires each un
government to certify that it will affirmatively fu
The certification that the State will affirmatively
housing
shall specifically require the State to assume the
fair housing planning by:
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(1) Conducting an analysis to identify impedime
choice within the State;

(2) Taking appropriate actions to overcome the
impediments identified through that analysis;

(3) Maintaining records reflecting the analysis
this
regard; and

(4) Assuring that units of local government fun
comply with their certifications to affirmatively f
housing.

(c) Lead-Based Paint Poisoning Prevention Act.
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adopt and carry out procedures with respect to CDBG
fulfill the objectives and requirements of the Lead
Poisoning Prevention Act (42 U.S.C. 4821-4846), the
Based Paint Hazard Reduction Act of 1992 (42 U.S.C.
implementing regulations at part 35, subparts A, B,
this
title.

(d) States shall comply with section 3 of the H
Devel oprment Act of 1968 (12 U.S.C. 1701u) and the implementing
regulations in 24 CFR part 135. Section 3 requires
other economic opportunities arising in connection
rehabilitation, housing construction, or other publ
projects shall, to the greatest extent feasible, an
existing Federal, State, and local laws and regulat
low- and very low-income persons.

(e) Architectural Barriers Act and the American
Act. The Architectural Barriers Act of 1968 (42 U.S
requires certain Federal and Federally-funded build
facilities to be designed, constructed, or altered
standards that ensure accessibility to, and use by,
handicapped people. A building or facility designed
altered with funds allocated or reallocated under t
November 21, 1996 and that meets the definition of
structure
as defined in 24 CFR 40.2, or the definition of bui
41 CFR 101-19.602(a), is subject to the requirement
Architectural Barriers Act of 1968 and shall comply
Federal Accessibility Standards. For general type b
standards are in appendix A to 41 CFR part 101-19.6
structures, these standards are available from the
Housing
and Urban
Disability Rights Division, Room 5240, 451 Seventh
Washington, DC 20410; telephone (202) 708-2333 (voi
1734
(TTY) (these are not toll-free numbers).

[57 FR 53397, Nov. 9, 1992, as amended at 59 FR 338
60

FR 1916, Jan. 5, 1995; 61 FR 54922, Oct. 22, 1996;
15, 1999]

Sec. 570.488 Displacement, relocation, acquisition
of
housing.

The requirements for States and state recipient
;ir;se,placement, relocation, acquisition, and replacem
gec. 570.606 and 24 CFR part 42.

[61 FR 11477, Mar. 20, 1996]
Sec. 570.489 Program administrative requirements.

(a) Administrative and planning costs--(1) Stat
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costs. (i) The state is responsible for the adminis
funds. The state shall pay from its own resources a
costs incurred by the state in carrying out its res
this subpart, except that the state may use CDBG fu
costs

in an amount not to exceed $100,000 plus 50 percent
excess of $100,000. States are therefore required t
in

excess of $100,000 on a dollar for dollar basis. Th
funds used to pay such costs in excess of $100,000
percent of the aggregate of the state's annual
received by units of general local government (whet
unit of general local government or paid to the Sta
reallocated by HUD to the state.

(i) For determining the amount of CDBG funds a
years for administrative costs incurred by the stat
schedule applies:

(A) $100,000 per annual
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(B) Two percent of program income returned by u
local
government to the State after August 21, 1985; and

(C) Two percent of program income received by u
local
government after February 11, 1991.

(i) The state has the option of selecting its
demonstrating compliance with this requirement. Reg
approach selected by the state, the state will be r
50
percent of administrative costs in excess of $100,0
amount
and at the same time at which it draws CDBG funds f
the expenditure of the $100,000. Any state for whic
that matching costs contributions are in arrears on
funds for administrative costs will be required to
expenditures up to the level of CDBG expenditures f
within
one year of the effective date of this subpart. A s
be
closed out if the state's matching cost contributio
equal to the amount of CDBG funds in excess of $100
administration. Funds from any year's
administrative costs associated with any other year
approaches are:

(A) Cumulative accounting of administrative cos
state since its assumption of the Program. Under th
state will identify, for each
eligible to be used for administrative costs as wel
amount of matching funds which the state is require
amounts
will then be aggregated for all grants received. Th
records demonstrating the actual amount of CDBG fun
received which was used for administrative costs as
amounts paid by the state. These amounts will also
all
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grants received. The state will be considered to be

the requirement if the aggregate of actual amounts
administrative costs does not exceed the maximum am
the amount which the state has paid in matching fun
equal

to the amount of CDBG funds in excess of $100,000 (
allocation) drawn for administrative purposes. Any
amounts associated with a particular state

from

the aggregate totals upon closeout of that state

(B) An accounting process developed and impleme
which provides sufficient information to demonstrat
requirements of this subsection are met.

(2) The state may not charge fees of any entity
considering any application for CDBG fund, or for ¢
responsibilities under this subpart.

(3) The state and its funded units of general |
shall
not expend for planning, management and administrat
20 percent of the aggregate amount of the annual
income and funds reallocated by
during the time the final Statement for the annual
Administrative costs are those described at Sec. 57
states, and for units of general local government t
sections 105(a)(12) and (a)(13) of the Act.

(b) Reimbursement of pre-agreement costs. The s
accordance with such procedures as the State may es
local government to incur costs for CDBG activities
establishment of a formal
unit of general local government and to charge thes
costs
tothe grant, provided that the activities are eligible and und
in accordance with the requirements of this subpart
58.

(c) Federal
in
advance in accordance with Treasury Circular 1075 (
The
State shall use procedures to minimize the time ela
transfer of
units
of general local government. Units of general local
also use procedures to minimize the time elapsing b
of funds by the State and disbursement for CDBG act
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(2) Interest on advances. Interest earned by un
local
government on
activities is not program income and must be return
except that the unit of general local government ma
amounts of up $100 per year for administrative expe
state shall not be held accountable for interest ea
which payments are made in accordance with paragrap
section pending disbursement for CDBG activities.

(d) Fiscal controls and accounting procedures.
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have fiscal and administrative requirements for exp
accounting

for all funds received under this subpart. These re
available for Federal inspection and must:

(i) Be sufficiently specific to ensure that fun
this subpart are used in compliance with all applic
regulatory provisions:

(ii) Ensure that funds received under this subp
for reasonable and necessary costs of operating pro
subpart; and

(i) Ensure that funds received under this sub
for
general expenses required to carry out other respon
and local governments.

(2) A state may satisfy this requirement by:

(i) Using fiscal and administrative requirement
use of its own funds;

(i) Adopting new fiscal and administrative req

(iif) Applying the provisions in 24 CFR part 85

Administrative Requirements for Grants and Cooperat

State and Local Governments."

(e) Program income. (1) For the purposes of thi
““program
income" is defined as gross income received by a s
general local government or a subrecipient of a uni

government that was generated from the use of CDBG

provided in paragraph (e)(2) of this section. When
by an activity that is only partially assisted with
income shall be prorated to reflect the percentage

(e.g., a single loan supported by CDBG funds and ot
parcel of land purchased with CDBG funds and other

income includes, but is not limited to, the followi

(i) Proceeds from the disposition by sale or lo
real
property purchased or improved with CDBG funds;

(ii) Proceeds from the disposition of equipment
CDBG
funds;

(iif) Gross income from the use or rental of re
property acquired by the unit of general local gove
subrecipient of a unit of general local government
less
the costs incidental to the generation of the incom

(iv) Gross income from the use or rental of rea
the unit of general local government or a subrecipi
general local government, that was constructed or i
funds, less the costs incidental to the generation

(v) Payments of principal and interest on loans
funds;

(vi) Proceeds from the sale of loans made with

(vii) Proceeds from the sale of obligations sec
with CDBG funds;

(viii) Interest earned on funds held in a revol

(ix) Interest earned on program income pending
income;

(x) Funds collected through special assessments

properties owned and occupied by households not of

ending and
quirements must be
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income, where the special assessments are used to r

of

the CDBG portion of a public improvement; and
(xi) Gross income paid to a unit of general loc

subrecipient from the ownership interest in a for-p

acquired

in return for the provision of CDBG assistance.
(2) “"Program income" does not include the fol
(i) The total amount of funds which is less tha

in

a single year that is retained by a unit of general

and

its subrecipients;
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(i) Amounts generated by activities eligible u
105(a)(15) of the Act and carried out by an entity
of section 105(a)(15) of the Act;

(iif) Amounts generated by activities that are
guaranteed under section 108 of the Act and meet on
public benefit criteria specified at Sec. 570.482(f
carried out in conjunction with a
Act
in an area determined by

designation as an Urban Empowerment Zone pursuant t

subpart B. Such exclusion shall not apply if CDBG f
repay the guaranteed loan. When such a guaranteed |
repaid with CDBG funds, the amount generated shall
reflect the percentage of CDBG funds used. Amounts
activities financed with loans guaranteed under sec
which are not defined as program income shall be tr
miscellaneous revenue and shall not be subject to a
requirements of this part. However, such treatment
the
right of the Secretary to require the section 108 b
such amounts as security for the guaranteed loan. T
whether such amounts shall constitute program incom
by the provisions of the contract required at Sec.

(3) The state may permit the unit of general lo
which
receives or will receive program income to retain t
subject to the requirements of paragraph (e)(3)(ii)
or
the state may require the unit of general local gov
program income to the state. The state, however, mu
of
general local government to retain the program inco
income will be used to continue the activity from w
income was derived. The state will determine when a
considered to be continued.

(i) Program income paid to the state. Program i
to
the state is treated as additional CDBG funds subje
requirements of this subpart and must be distribute
general
local government in accordance with the method of d

ecover all or part

al government or
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state's final Statement. To the maximum extent feas
income
shall be distributed before the state makes additio
from
the Treasury, except as provided in paragraph (f) o

(i) Program income retained by a unit of gener
government.
(A) Program income that is received and retained by
general
local government before closeout of the
program
income is treated as additional CDBG funds and is s
applicable requirements of this subpart.

(B) Program income that is received and retaine
general local government after closeout of the
the
program income is not subject to the requirements o
except:

(2) If the unit of general local government has
CDBG
gr ant from the state at the time of closeout, the progra
continues to be subject to the requirements of this
there is an ongoing grant; and

(2) If program income is used to continue the a
generated the program income, the requirements of t
to
the program income as long as the unit of general |
uses
the program income to continue the activity;

(3) The state may extend the period of applicab
requirements of this subpart.

(C) The state shall require units of general lo
the maximum extent feasible, to disburse program in
subject
to the requirements of this subpart before requesti
from the state for activities, except as provided i
this section.

() Revolving funds. (1) The state may permit u
local
government to establish revolving funds to carry ou
identified activities. A revolving fund, for this p
separate
fund (with a set of accounts that are independent o
accounts) established to carry out specific activit
generate
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payments to the fund for use in carrying out such a
payments to the revolving fund are program income a
substantially disbursed from the revolving fund bef
grant
funds are drawn from the Treasury for revolving fun
program income is not required to be disbursed for
activities.

(2) The state may establish a revolving fund to
to
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units of general local government to carry out spec
activities. A revolving fund, for this purpose, is
(with

a set of accounts that are independent of other pro
established to fund grants to units of general loca
carry

out specific activities which, in turn, generate pa
for additional grants to units of general local gov
out

such activities. Program income in the revolving fu
disbursed

from the fund before additional
Treasury

for payments to units of general local government w
funded

from the revolving fund.

(3) A revolving fund established by either the
general local government shall not be directly fund
with grant funds.

(g) Procurement. When procuring property or ser
for
in whole or in part with CDBG funds, the state shal
procurement policies and procedures. The state shal
requirements for procurement policies and procedure
general local government, based on full and open co
of
procurement (e.g., small purchase, sealed bids/form
competitive proposals, and honcompetitive proposals
applicability shall be specified by the state. Cost
of
cost and percentage of construction costs methods o
not be used. The policies and procedures shall also
of
conduct governing employees engaged in the award or
contracts. (Other conflicts of interest are covered
570.489(h).) The state shall ensure that all purcha
contracts include any clauses required by Federal s
orders and implementing regulations.

(h) Conflict of interest--(1) Applicability. (i
procurement
of supplies, equipment, construction, and services
units
of local general governments, and subrecipients, th
interest provisions in paragraph (g) of this sectio

(i) In all cases not governed by paragraph (g)
this paragraph (h) shall apply. Such cases include
disposition of real property and the provision of a
funds by the unit of general local government or it
individuals, businesses and other private entities.

(2) Conflicts prohibited. Except for eligible a
personnel costs, the general rule is that no person
paragraph (h)(3) of this section who exercise or ha
functions or responsibilities with respect to CDBG
under this subpart or who are in a position to part
decisionmaking process or gain inside information w
activities, may obtain a financial interest or bene
activity, or have an interest or benefit from the a

ific, identified
a separate fund

gram accounts)
| government to
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interest in any contract, subcontract or agreement
thereto,

or the proceeds thereunder, either for themselves o
they have family or business ties, during their ten
thereafter.

(3) Persons covered. The conflict of interest p
paragraph (h)(2) of this section apply to any perso
employee,
agent, consultant, officer, or elected official or
of
the state, or of a unit of general local government
designated public agencies, or subrecipients which
funds.

(4) Exceptions: Thresholds requirements. Upon w
the
State, an exception to the provisions of paragraph
section involving an employee, agent, consultant, o
official or appointed official of the state may be
case-by-case basis. In all other cases, the state m
exception
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upon written request of the unit of general local g
the state shall fully document its determination in
all

requirements of paragraph (h)(4) of this section in
position with respect to each factor at paragraph (
section

and such documentation shall be available for revie
by HUD. An exception may be granted after it is determine
an

exception will serve to further the purpose of the
effective

and efficient administration of the program or proj
unit of general local government as appropriate. An
considered only after the state or unit of general

as

appropriate, has provided the following:

(i) A disclosure of the nature of the conflict,
assurance that there has been public disclosure of
description of how the public disclosure was made;

(i) An opinion of the attorney for the state o
general
local government, as appropriate, that the interest
exception is sought would not violate state or loca

(5) Factors to be considered for exceptions. In
whether
to grant arequested exception after the requirements of pa
(h)(4) of this section have been satisfactorily met
effect of the following factors, where applicable,
considered:

(i) Whether the exception would provide a signi
or an essential degree of expertise to the program
would otherwise not be available;

(ii) Whether an opportunity was provided for op
bidding or negotiation;
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(iif) Whether the person affected is a member o
of

low or moderate income persons intended to be the b

assisted activity, and the exception will permit su
receive

generally the same interests or benefits as are bei
or

provided to the group or class;

(iv) Whether the affected person has withdrawn
functions or responsibilities, or the decisionmakin
respect to the specific assisted activity in questi

(v) Whether the interest or benefit was present
affected
person was in a position as described in paragraph
section;

(vi) Whether undue hardship will result either
unit of general local government or the person affe
against the public interest served by avoiding the
conflict;
and

(vii) Any other relevant considerations.

(i) Closeout of grants to units of general loca
State shall establish requirements for timely close
units of general local government and shall take ac
timely closeout of such grants.

(i) Change of use of real property. The standar
this
section apply to real property within the unit of g
government's control (including activities undertak
subrecipients)

f a group or class

eneficiaries of the
ch person to

ng made available

from his or her
g process with
on;

before the

(h)(3) of this
to the State or the

cted when weighed
prohibited

| government. The
out of grants to
tion to ensure the

ds described in

eneral local
en by

which was acquired or improved in whole or in part
excess of the threshold for small purchase procurem
“Administrative Requirements for Grants and Cooper

using CDBG funds in
ent (24 CFR 85.36,
ative Agreements to

State, Local and Federally Recognized Indian Tribal Governments").
These standards shall apply from the date CDBG fund s are first spent
for

the property until five years after closeout of the unit of general

local government's grant.

(1) A unit of general local governments may not
planned use of any such property (including the ben
use) from that for which the acquisition or improve
unless
the unit of general local government provides affec
reasonable notice of and opportunity to comment on
change,
and either:

(i) The new use of the property qualifies as me
national objectives and is not a building for the g
government; or

(ii) The requirements in paragraph (j)(2) of th

(2) If the unit of general local government det
consultation
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with affected citizens, that it is appropriate to ¢
the

change the use or
eficiaries of such
ment was made,

ted citizens with
any proposed
eting one of the

eneral conduct of

is section are met.
ermines, after

hange the use of



property to a use which does not qualify under para
this

section, it may retain or dispose of the property f

if

the unit of general local government's CDBG program
the

state's CDBG program is reimbursed, at the discreti
The

reimbursement shall be in the amount of the current
of

the property, less any portion of the value attribu
expenditures

of non-CDBG funds for acquisition of, and improveme
property,

except that if the change in use occurs after

within

5 years of such closeout, the unit of general local
make the reimbursement to the State's CDBG program

(3) Following the reimbursement of the CDBG pro
with paragraph (j)(2) of this section, the property
subject to any CDBG requirements.

(k) Accountability for real and personal proper
establish and implement requirements, consistent wi
the
purposes and requirements of this subpart (includin
this section) governing the use, management, and di
and
personal property acquired with CDBG funds.

(I) Debarment and suspension. As required by 24
CDBG participant shall require participants in lowe
transactions to include a certification that neithe
principals are currently debarred, suspended, propo
declared ineligible, or voluntarily excluded from p
covered transaction, in any proposal submitted in ¢
lower tier covered transactions. A participant may
certification, unless it knows the certification is

(m) Audits. Audits of the state and units of ge
government shall be conducted in accordance with 24
implements the Single Audit Act (31 U.S.C. 7501-07)
develop and administer an audits management system
audits
of units of general local government are conducted
24
CFR part 44.

[57 FR 53397, Nov. 9, 1992, as amended at 60 FR 195
FR 54922, Oct. 22, 1996; 67 FR 15112, Mar. 29, 2002

Sec. 570.490 Recordkeeping requirements.

(a) State records. The state shall establish an
records as may be necessary to facilitate review an
the
state's administration of CDBG funds under Sec. 570
of
records maintained by the state shall be as jointly
and the states and sufficient to enable

graph (j)(1) of

or the changed use
is reimbursed or
on of the state.

fair market value
table to

nts to, the

gr ant closeout but

government shall
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no longer will be
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CFR part 44 which
. States shall

to ensure that

in accordance with

2,Jan. 5, 1995; 61
]

d maintain such
d audit by HUD of

.493. The content

agreed upon by

HUD to make the determinations



described at Sec. 570.493. For fair housing and equ
purposes, and as applicable, such records shall inc
racial, ethnic, and gender characteristics of perso
applicants

for, participants in, or beneficiaries of the progr
shall

also permit audit of the states in accordance with

(b) Unit of general local government's record.
establish recordkeeping requirements for units of g
government receiving CDBG funds that are sufficient
reviews and audits of such units of general local g
Sec. Sec. 570.492 and 570.493. For fair housing and
purposes, and as applicable, such records shall inc
racial, ethnic, and gender characteristics of perso
applicants
for, participants in, or beneficiaries of the progr

(c) Access to records. (1) Representatives of
General, and the General Accounting Office shall ha
books, accounts, records, reports, files, and other
property
pertaining to the administration, receipt and use o
necessary to facilitate such reviews and audits.

(2) The State shall provide citizens with reaso
records regarding the past use of CDBG funds and en
general local government provide citizens with reas
records regarding the past use of CDBG funds consis
local requirements concerning the privacy of person
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(d) Record retention. Records of the State and
local government, including supporting documentatio
retained
for the greater of three years from closeout of the
state,
or the period required by other applicable laws and
described in Sec. 570.487 and Sec. 570.488.

Sec. 570.491 Performance and evaluation report.

The annual performance and evaluation report sh
accordance with 24 CFR part 91.

(Approved by the Office of Management and Budget un

2506-0117)
[60 FR 1916, Jan. 5, 1995]
Sec. 570.492 State's reviews and audits.

(a) The state shall make reviews and audits inc
reviews, of units of general local government as ma
appropriate to meet the requirements of section 104

(b) In the case of noncompliance with these req
State
shall take such actions as may be appropriate to pr
of the deficiency, mitigate any adverse effects or

al opportunity
lude data on the
ns who are

am. The records

24 CFR part 44.
The State shall
eneral local

to facilitate
overnment under
equal opportunity
lude data on the
ns who are

am.

HUD, the Inspector

ve access to all
papers, or

f CDBG funds and
nable access to
sure that units of
onable access to

tent with State or
al records.

units of general
n, shall be

gr ant to the

regulations as

all be submitted in

der control number

luding on-site

y be necessary or
(e)(2) of the Act.
uirements, the

event a continuance
consequences and



prevent a recurrence. The state shall establish rem edies for units of
general local government noncompliance.

Sec. 570.493 HUD's reviews and audits.

(a) General. At least on an annual basis, HUD shall make such
reviews and audits as may be necessary or appropria te to determine:

(1) Whether the state has distributed CDBG fund s to units of
general
local government in a timely manner in conformance to the method of
distribution described in its action plan under par t 91 of this title;

(2) Whether the state has carried out its certi fications in
compliance with the requirements of the Act and thi s subpart and other
applicable laws; and

(3) Whether the state has made reviews and audi ts of the units of
general local government required by Sec. 570.492.

(b) Information considered. In conducting perfo rmance reviews and
audits, HUD will rely primarily on information obtained from t he
state's
performance report, records maintained by the state , findings from on-
site monitoring, audit reports, and the status of t he state's
unexpended
gr ant funds. HUD may also consider relevant information on the stat e's
performance gained from other sources, including li tigation, citizens'
comments, and other information provided by the sta te. A State's
failure
to maintain records in accordance with Sec. 570.490 may result in a
finding that the State has failed to meet the appli cable requirement

to
which the record pertains.

[57 FR 53397, Nov. 9, 1992, as amended at 61 FR 549 22, Oct. 22, 1996]
Sec. 570.494 Timely distribution of funds by state S.

(a) States are encouraged to adopt and achieve a goal of
obligating
and announcing 95 percent of funds to units of gene ral local
government
within 12 months of the state signing its gr ant agreement with HUD.

(b) HUD will review each state to determine if the state h as
distributed CDBG funds in a timely manner. The stat e's distribution of
CDBG funds is timely if:

(1) All of the state's annual gr ant (excluding state
administration)
has been obligated and announced to units of genera | local government
within 15 months of the state signing its gr ant agreement with HUD;
and

(2) Recaptured funds and program income receive d by the state are
expeditiously obligated and announced to units of g eneral local
government.

(c) HUD may collect necessary information from states to d etermine
whether CDBG funds have been distributed in a timel y manner.

Sec. 570.495 Reviews and audits response.

(a) If HUD's review and audit under Sec. 570.493 results in a



negative determination, or if
unit of general local government has failed to comp
requirement of this subpart, the state will be give
contest the finding and will be requested to submit
corrective action. If the state is unsuccessful in
validity of the finding to the satisfaction of
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state's plan for corrective action is not satisfact
take one or more of the following actions to preven
the deficiency; mitigate, to the extent possible, t

or

consequence of the deficiency; or prevent a recurre
deficiency:

(1) Issue a letter of warning that advises the
deficiency and puts the state on notice that additi
taken if the deficiency is not corrected or is repe

(2) Advise the state that additional informatio
will
be required before acceptance of one or more of the
required for the succeeding year grant;

(3) Advise the state to suspend or terminate di
for a deficient activity or grant;

(4) Advise the state to reimburse its
improperly expended;

(5) Change the method of payment to the state f
basis
to a reimbursement basis;

(6) Based on the state's current failure to com
requirement of this subpart which will affect the u
succeeding

HUD otherwise determines that a state or

ly with any

n an opportunity to
a plan for
contesting the

HUD, or if the

oryto  HUD, HUD may

t a continuation of
he adverse effects

nce of the

State of the

onal action will be
ated;

n or assurances

certifications

sbursement of funds

gr ant in any amounts

rom an advance

ply with a
se of the

year grant, condition the use of the succeeding fiscal years gr ant
funds

upon appropriate corrective action by the state. Wh en the use of funds
is conditioned, HUD shall specify the reasons for the conditions and

the

actions necessary to satisfy the conditions.
(b)(1) Whenever
local
government which is a recipient of CDBG funds has f
with
section 109 of the Act (nondiscrimination requireme
notify the governor of the State or chief executive
unit
of general local government of the noncompliance an
governor or the chief executive officer to secure ¢
within
a reasonable time, not to exceed sixty days, the go
executive officer fails or refuses to secure compli
the following action:
(i) Refer the matter to the Attorney General wi
that an appropriate civil action be instituted,;
(i) Exercise the powers and functions provided
Civil Rights Act of 1964 (42 U.S.C. 2000d-2000d-7);
(i) Exercise the powers and functions provide
570.496; or

HUD determines that a state or unit of general

ailed to comply

nts),  HUD shall
officer of the

d shall request the
ompliance. If

vernor or chief
ance, HUD may take

th a recommendation
by title VI of the

d for in Sec.



(iv) Take such other action as may be provided by law.

(2) When a matter is referred to the Attorney G eneral pursuant to
paragraph (b)(1)(i) of this section, or whenever HUD has reason to
believe that a State or unit of general local gover nment is engaged in
a
pattern or practice in violation of the provisions of section 109 of
the
Act, the Attorney General may bring a civil action in any appropriate
United States district court for such relief as may be appropriate,

including injunctive relief.

Sec. 570.496 Remedies for noncompliance; opportuni ty for hearing.

(a) General. Action pursuant to this section wi Il be taken only
after at least one of the corrective or remedial ac tions specified in
Sec. 570.495 has been taken, and only then if the S tate or unit of
general local government has not made an appropriat e or timely
response.

(b) Remedies. (1) If HUD finds after reasonable notice and
opportunity for hearing that a State or unit of gen eral local
government
has failed to comply with any provision of this sub part, until HUD is
satisfied that there is no longer failure to comply , HUD shall:

(i) Terminate payments to the state;

(ii) Reduce payments for current or future gran ts to the state by
an
amount equal to the amount of CDBG funds distribute d or used without
compliance with the requirements of this subpart;

(i) Limit the availability of payments to the state to
activities
not affected by the failure to comply or to activit ies designed to
overcome the failure to comply;

(iv) Based on the state's failure to comply wit h a requirement of
this subpart (other than the state's current failur e to comply which
will affect the use of the succeeding year gr ant), condition the use
of
the grant funds upon appropriate corrective action by the st ate

specified by HUD; or
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(v) With respect to a CDBG gr ant awarded by the state to a unit of
general local government, withhold, reduce, or with draw the grant,
require the state to withhold, reduce, or withdraw the grant, or take
other action as appropriate, except that CDBG funds expended on
eligible
activities shall not be recaptured or deducted from future CDBG grants
to such unit of general local government.

(2) HUD may on due notice suspend payments at any time aft er the
issuance of a notice of opportunity for hearing pur suant to paragraph
(d) of this section, pending such hearing and a fin al decision, to the
extent HUD determines such action necessary to prevent a cont inuation
of
the noncompliance.

(c) In lieu of, or in addition to, the action a uthorized by
paragraph (b) of this section, if HUD has reason to believe that the

state or unit of general local government has faile d to comply



substantially with any provision of this subpart, HUD may:

(1) Refer the matter to the Attorney General of the United States
with a recommendation that an appropriate civil act ion be instituted;
and

(2) Upon such a referral, the Attorney General may bring a civil
action in any United States district court having v enue thereof for
such
relief as may be appropriate, including an action t o recover the
amount
of the CDBG funds which was not expended in accorda nce with this
subpart, or for mandatory or injunctive relief.

(d) Proceedings. When HUD proposes to take action pursuant to this
section, the respondent in the proceedings will be the state. At the
option of HUD, a unit of general local government may also be a
respondent. These procedures are to be followed bef ore imposition of a
sanction described in paragraph (b)(1) of this sect ion:

(1) Notice of opportunity for hearing. HUD shall notify the
respondent in writing of the proposed action and of the opportunity
for
a hearing. The notice shall be sent to the responde nt by first class
mail and shall provide notice:

() In a manner which is adequate to allow the respondent to
prepare
its response, the basis upon which HUD determined that the respondent
failed to comply with a provision of this subpart;

(ii) That the hearing procedures are governed b y these rules;

(i) That the respondent has 14 days from rece ipt of the notice
within which to provide a written request for a hea ring to the Chief
Docket Clerk, Office of Administrative Law Judges, and the address and
telephone number of the Chief Docket Clerk;

(iv) Of the action which HUD proposes to take and that the
authority
for this action is Sec. 570.496 of this subpart;

(v) That if the respondent fails to request a h earing within the
time specified, HUD's determination that the respondent failed to
comply
with a provision of this subpart shall be final and HUD may proceed to
take the proposed action.

(2) Initiation of hearing. The respondent shall be allowed 14 days
from receipt of the notice within which to notify HUD in writing of
its
request for a hearing. If no request is received wi thin the time
specified, HUD's determination that the respondent failed to comp ly
with
a provision of this subpart shall be final and HUD may proceed to take
the proposed action.

(3) Administrative Law Judge. Proceedings condu cted under these
rules shall be presided over by an Administrative L aw Judge (ALJ),
appointed as provided by section 11 of the Administ rative Procedure
Act
(5 U.S.C. 3105). The case shall be referred to the ALJ by HUD at the
time a hearing is requested. The ALJ shall promptly notify the parties
of the time and place at which the hearing will be held. The ALJ shall
conduct a fair and impartial hearing and take all a ction necessary to
avoid delay in the disposition of proceedings and t 0 maintain order.
The

ALJ shall have all powers necessary to those ends, including but not



limited to the power:
(i) To administer oaths and affirmations;
(ii) To issue subpoenas as authorized by law;
(i) To rule upon offers of proof and receive
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(iv) To order or limit discovery before the hea
interests
of justice may require;

(v) To regulate the course of the hearing and t
parties and their counsel;

(vi) To hold conferences for the settlement or
the
issues by consent of the parties;

(vii) To consider and rule upon all procedural
appropriate in adjudicative proceedings; and

(viii) To make and file initial determinations.

(4) Ex parte communications. An ex parte commun
communication with an ALJ, direct or indirect, oral
concerning the merits or procedures of any pending
made by a party in the absence of any other party.
communications are prohibited except where the purp
the communication have been disclosed in advance or
all parties, or the communication is a request for
concerning the status of the case. Any ALJ who rece
communication which the ALJ knows or has reason to
unauthorized shall promptly place the communication
in all files and shall furnish copies to all partie
parte communications shall not be taken into consid
any matter in issue.

(5) The hearing. All parties shall have the rig
represented
at the hearing by counsel. The ALJ shall conduct th
expeditious manner while allowing the parties to pr
written evidence which tends to support their respe
but
the ALJ shall exclude irrelevant, immaterial or und

relevant evidence;

ring as the

he conduct of the

simplification of

and other motions
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evidence. HUD has the burden of proof in showing by a prepondera nce of

evidence that the respondent failed to comply with
subpart. Each party shall be allowed to cross-exami
witnesses

and to rebut and comment upon evidence presented by

Hearings shall be open to the public. So far as the
the hearing permits, interested persons other than
appear and participate in the hearing.

(6) Transcripts. Hearings shall be recorded and
by
a reporter under the supervision of the ALJ. The or
shall be a part of the record and shall constitute
transcript. Respondents and the public, at their ow
obtain copies of the transcript.

(7) The ALJ's decisions. At the conclusion of t
shall give the parties a reasonable opportunity to
findings and conclusions and supporting reasons the
within 60 days after the conclusion of the hearing,
prepare a written decision which includes a Stateme

a provision of this
ne adverse

the other party.
orderly conduct of
the parties may

transcribed only

iginal transcript
the sole official
n expense, shall

he hearing, the ALJ
submit proposed
refor. Generally,
the ALJ shall

nt of findings and



conclusions, and the reasons or basis therefor, on
issues of fact, law or discretion presented on the
appropriate sanction or denial thereof. The decisio
consideration of the whole record or those parts th
party and supported by and in accordance with the r
and substantial evidence. A copy of the decision sh
the parties immediately by first class mail and sha
that any requests for review by the Secretary must
to
the Secretary within 30 days of the receipt of the
(8) Record. The transcript of testimony and exh
with
the decision of the ALJ and all papers and requests
proceeding, constitutes the exclusive record for de
payment of its reasonable cost, shall be made avail
parties.

After reaching the initial decision, the ALJ shall
complete record and forward the record to the Secre
(9) Review by the Secretary. The decision by th
constitute the final decision of
receipt of the decision, either the respondent or t

all the material
record and the

n shall be based on
ereof cited by a
eliable, probative,
all be furnished to
Il include a notice
be made in writing

decision.
ibits, together

filed in the
cision and, on
able to the

certify to the
tary.
e ALJ shall

HUD unless, within 30 days after the

he Assistant

Secretary for Conmuni t y Planning and Devel oprent files an exception

and

request for review by the Secretary. The excepting

simultaneously to the Secretary and the other party
review and the bases of the party's exceptions to t

ALJ. The other
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party shall be allowed 30 days from receipt of the
provide
the Secretary and the excepting party with a writte
Secretary shall then review the record of the case,
exceptions and the reply. On the basis of such revi
shall issue a written determination, including a St
rationale therefor, affirming, modifying or revokin
the
ALJ. The Secretary's decision shall be made and tra
parties within 60 days after the decision of the AL
the parties.

(10) Judicial review. The respondent may seek j
HUD's decision pursuant to section 111(c) of the Act.

Sec. 570.497 Condition of State election to admini
Program.

Pursuant to section 106(d)(2)(A)(i) of the Act,
right to elect, in such manner and at such time as
prescribe, to administer funds allocated under subp
for use in nonentitlement areas of the State. After
any State which elects to administer the allocation
use in nonentitlement areas of the State in any yea
to all other requirements of this subpart, submit a
State
in accordance with section 108(d)(2) of the Act, an

party must transmit
the request for
he findings of the

exception to

n reply. The
including the

ew, the Secretary
atement of the

g the decision of

nsmitted to the
J was furnished to

udicial review of

ster State CDBG

a State has the
the Secretary may
art A of this part
January 26, 1995,
of CDBG funds for
r must, in addition
pledge by the

din aform

acceptable to HUD, of any future CDBG grants it may receive under



subpart A and this subpart. Such pledge shall be fo
assuring repayment of any debt obligations (as defi
570.701), in accordance with their terms, that

in the respective State on behalf of any nonentitle
(as defined in Sec. 570.701) or its designated publ
the State's election.

[59 FR 66604, Dec. 27, 1994]

Subpart J_ G ant Administration

Source: 53 FR 8058, Mar. 11, 1988, unless other
Sec. 570.500 Definitions.

For the purposes of this subpart, the following

(a) Program income means gross income received
a
subrecipient directly generated from the use of CDB
provided in paragraph (a)(4) of this section.

(1) Program income includes, but is not limited

(i) Proceeds from the disposition by sale or lo
real
property purchased or improved with CDBG funds;

(ii) Proceeds from the disposition of equipment
CDBG
funds;

(iif) Gross income from the use or rental of re
property acquired by the recipient or by a subrecip
funds,
less costs incidental to generation of the income;

(iv) Gross income from the use or rental of rea
by
the recipient or by a subrecipient, that was constr
with CDBG funds, less costs incidental to generatio

(v) Payments of principal and interest on loans
funds, except as provided in paragraph (a)(3) of th

(vi) Proceeds from the sale of loans made with

(vii) Proceeds from sale of obligations secured
CDBG funds;

(viii) [Reserved]

(ix) Interest earned on program income pending
and

(x) Funds collected through special assessments
properties owned and occupied by households not of

income, where the assessments are used to recover a

CDBG portion of a public improvement.

(2) Program income does not include income earn
interest described in Sec. 570.513) on
Treasury. The following items of income earned on
be

remitted to HUD for transmittal to the U.S. Treasury, and will not

reallocated under section 106(c) or (d) of the Act:
(i) Interest earned from the investment of the

a

gr ant advance by the U.S. Treasury;

r the purpose of
ned in Sec.

HUD may have guaranteed

ment public entity
ic agency prior to

wise noted.

terms shall apply:
by the recipient or

G funds, except as
to, the following:
ng-term lease of

purchased with

al or personal
ient with CDBG

| property, owned

ucted or improved
n of the income;
made using CDBG
is section;

CDBG funds;

by loans made with

its disposition;
made against
low and moderate

Il or part of the

ed (except for

gr ant advances from the U.S.
gr ant advances must

be

initial proceeds of



(i) Interest earned on loans or other forms of
provided
with CDBG funds that are used for activities
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determined by HUD either to be ineligible or to fail to meet a

national

objective in accordance with the requirements of su
part,

or that fail substantially to meet any other requir
and

(iii) Interest earned on the investment of amou
the
CDBG program account prior to the use of the reimbu
eligible purposes.

(3) The calculation of the amount of program in
recipient's CDBG program as a whole (i.e., comprisi
carried
out by a grantee and its subrecipients) shall exclu
subrecipients of principal and/or interest on CDBG-
received
from grantees if such payments are made using progr
by
the subrecipient. (By making such payments, the sub
deemed to have transferred program income to the gr
of
program income derived from this calculation shall
reporting
purposes, for purposes of applying the requirement
570.504(b)(2)(iii), and in determining limitations
administration and public services activities to be
funds.

(4) Program income does not include:

(i) Any income received in a single program yea
and all its subrecipients if the total amount of su
exceed $25,000; and

(i) Amounts generated by activities that are f
guaranteed under section 108 of the Act and meet on
public benefit criteria specified at Sec. 570.209(b
carried out in conjunction with a
area

assistance

bpart C of this
ement of this part;
nts reimbursed to
rsed funds for

come for the
ng activities

de payments made by
funded loans

am income received

recipient shall be
antee.) The amount

be used for

under Sec.
on planning and
paid for with CDBG

r by the recipient
ch income does not

inanced by a loan
e or more of the
)(2)(v) or are

gr ant under section 108(q) in an

determined by HUD to meet the eligibility requirements for designati on

as an Urban Empowerment Zone pursuant to 24 CFR par

Such exclusion shall not apply if CDBG funds are us
guaranteed loan. When such a guaranteed loan is par
CDBG funds, the amount generated shall be prorated

percentage of CDBG funds used. Amounts generated by

financed

with loans guaranteed under section 108 which are n
program

income shall be treated as miscellaneous revenue an
subject to any of the requirements of this part, ex

of

such funds shall be limited to activities that are
revitalization strategy area and implement a
revitalization strategy pursuant to Sec. 91.215(e)

t 597, subpart B.
ed to repay the
tially repaid with
to reflect the
activities

ot defined as

d shall not be
cept that the use

located in a

HUD approved area

of this title.



However, such treatment shall not affect the right
require the section 108 borrower to pledge such amo
for

the guaranteed loan. The determination whether such
constitute program income shall be governed by the
contract required at Sec. 570.705(b)(1).

(5) Examples of other receipts that are not con
income are proceeds from fund raising activities ca
subrecipients receiving CDBG assistance (the costs
generally unallowable under the applicable OMB circ
24 CFR 84.27), funds collected through special asse
recover the non-CDBG portion of a public improvemen
from
the disposition of real property acquired or improv
when the disposition occurs after the applicable ti
in Sec. 570.503(b)(8) for subrecipient-controlled p
570.505 for recipient-controlled property.

(b) Revolving fund means a separate fund (with
that are independent of other program accounts) est
purpose of carrying out specific activities which,
payments to the fund for use in carrying out the sa
revolving loan fund's cash balance must be held in
account, and any interest paid on CDBG funds held i
shall
be considered interest earned on
to
HUD for transmittal to the U.S. Treasury no less frequ
annually. (Interest paid by borrowers on eligible |
revolving loan fund shall be program income and tre

(c) Subrecipient means a public or private nonp
authority, or organization, or a for-profit entity
Sec. 570.201(0), receiving
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CDBG funds from the recipient or another subrecipie
activities eligible for such assistance under subpa
The term excludes an entity receiving CDBG funds fr
under the authority of Sec. 570.204, unless the gra
designates it as a subrecipient. The term includes
designated by a unit of general local government to
guarantee under subpart M of this part, but does no
contractors

providing supplies, equipment, construction, or ser
the

procurement requirements in 24 CFR 85.36 or 84.40,

[53 FR 8058, Mar. 11, 1988, as amended at 57 FR 271
60

FR 1952, Jan. 5, 1995; 60 FR 17445, Apr. 6, 1995 6
1995]

Sec. 570.501 Responsibility for

(a) One or more public agencies, including exis
agencies, may be designated by the chief executive

gr ant administration.

of the Secretary to
unts as security

amounts shall
provisions of the

sidered program
rried out by

of fundraising are
ulars referenced in
ssments used to

t, and proceeds

ed with CDBG funds
me period specified
roperty, or in Sec.

a set of accounts
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in turn, generate
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an interest-bearing
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gr ant advances and must be remitted

ently than
oans made from the
ated accordingly.)
rofit agency,
authorized under

nt to undertake
rt C of this part.
om the recipient
ntee explicitly

a public agency
receive a loan
tinclude

vices subject to
as applicable.
20, June 17, 1992;

0 FR 56914, Nov. 9,

ting local public
officer of the



recipient to undertake activities assisted by this
agency
so designated shall be subject to the same requirem
applicable to subrecipients.

(b) The recipient is responsible for ensuring t
used in accordance with all program requirements. T
designated
public agencies, subrecipients, or contractors does
recipient of this responsibility. The recipient is
for
determining the adequacy of performance under subre
and procurement contracts, and for taking appropria
performance problems arise, such as the actions des
570.910. Where a unit of general local government i
with,
or as part of, an urban county, or as part of a met
recipient is responsible for applying to the unit o
government the same requirements as are applicable
except that the five-year period identified under S
570.503(b)(8)(i)
shall begin with the date that the unit of general
no longer considered by
urban county, as applicable, instead of the date th
agreement expires.

[53 FR 8058, Mar. 11, 1988, as amended at 57 FR 271
Sec. 570.502 Applicability of uniform administrati

(a) Recipients and subrecipients that are gover
(including public agencies) shall comply with the r
standards of OMB Circular No. A-87, “"Cost Principl
Local,
and Indian Tribal Governments"; OMB Circular A-128
and Local Governments" (implemented at 24 CFR part
following sections of 24 CFR part 85 ““"Uniform Admi
Requirements for Grants and Cooperative Agreements
Governments" or the related CDBG provision, as spe
paragraph:

(1) Section 85.3, “"Definitions";

(2) Section 85.6, “"Exceptions";

(3) Section 85.12, ““Special
“high-
risk' grantees";

(4) Section 85.20, ““Standards for financial ma
except paragraph (a);

(5) Section 85.21, "Payment," except as modif
570.513;

(6) Section 85.22, ““Allowable costs";

(7) Section 85.26, “"Non-federal audits";

(8) Section 85.32, “"Equipment,” except in all
equipment is sold, the proceeds shall be program in

(9) Section 85.33, “Supplies";

(10) Section 85.34, “"Copyrights";

(11) Section 85.35, ““Subawards to debarred and
parties";

(12) Section 85.36, “Procurement,” except par

part. A public
ents as are

hat CDBG funds are
he use of

not relieve the
also responsible

cipient agreements
te action when
cribed in Sec.

S participating

ropolitan city, the
f general local

to subrecipients,
ec.

local government is

HUD to be a part of the metropolitan city or

at the subrecipient

20, June 17, 1992]
ve requirements.

nmental entities
equirements and
es for State,

, Audits of State
44); and with the
nistrative

to State and Local
cified in this

gr ant or subgrant conditions for

nagement systems,

ied by Sec.

cases in which the
come;

suspended

agraph (a);



(13) Section 85.37, "Subgrants";
(14) Section 85.40, “Monitoring and reporting
performance," except paragraphs (b) through (d) an
(15) Section 85.41, “Financial reporting," ex
(),
(b), and (e);
(16) Section 85.42, "Retention and access requ
records,” except that the period shall be four yea
(17) Section 85.43, "Enforcement";
(18) Section 85.44, ““Termination for convenien
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(19) Section 85.51 “"Later disallowances and ad

(20) Section 85.52, ““Collection of amounts due

(b) Subrecipients, except subrecipients that ar
entities, shall comply with the requirements and st
Circular No. A-122, “*Cost Principles for Non-profi
or
OMB Circular No. A-21, “*Cost Principles for Educat
Institutions,"
as applicable, and OMB Circular A-133, “Audits of
Higher Education and Other Nonprofit Institutions™
24
CFR part 45). Audits shall be conducted annually. S
shall also comply with the following provisions of
Administrative requirements of OMB Circular A-110 (
CFR
part 84, ““Uniform Administrative Requirements for
Agreements
With Institutions of Higher Education, Hospitals an
Organizations") or the related CDBG provision, as
paragraph:

(1) Subpart A--""General";

(2) Subpart B--""Pre-Award Requirements," exce
“Forms for Applying for Federal Assistance";

(3) Subpart C--""Post-Award Requirements," exc

(i) Section 84.22, “*Payment Requirements." Gr
the standards of Sec. Sec. 85.20(b)(7) and 85.21 in
subrecipients;

(ii) Section 84.23, ""Cost Sharing and Matching

(i) Section 84.24, “"Program Income." In lie
CDBG subrecipients shall follow Sec. 570.504;

(iv) Section 84.25, “"Revision of Budget and Pr

(v) Section 84.32, “"Real Property." In lieu o
subrecipients shall follow Sec. 570.505;

(vi) Section 84.34(g), Equipment." In lieu o
provisions of Sec. 84.34(g), the following applies:

(A) In all cases in which equipment is sold, th
program income (prorated to reflect the extent to w
were
used to acquire the equipment); and

(B) Equipment not needed by the subrecipient fo
shall be transferred to the recipient for the CDBG
retained after compensating the recipient;

(vii) Section 84.51 (b), (c), (d), (e), (), (g
“*Monitoring and Reporting Program Performance”;

program
d paragraph (f);
cept paragraphs

irements for
rs;

ce’,

justments" and
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(viii) Section 84.52, “"Financial Reporting";

(ix) Section 84.53(b), “"Retention and access r
records.” Section 84.53(b) applies with the follow

(A) The retention period referenced in Sec. 84.
individual CDBG activities shall be four years; and

(B) The retention period starts from the date o
annual performance and evaluation report, as prescr
91.520, in which the specific activity is reported
time
rather than from the date of submission of the fina
report
for the award;

(x) Section 84.61, " Termination." In lieu of
Sec. 84.61, CDBG subrecipients shall comply with Se
and

(4) Subpart D--""After-the-Award Requirements,'
84.71, "Closeout Procedures."

[53 FR 8058, Mar. 11, 1988, as amended at 60 FR 191
FR 56915, Nov. 9, 1995]

Sec. 570.503 Agreements with subrecipients.

(a) Before disbursing any CDBG funds to a subre
recipient shall sign a written agreement with the s
agreement shall remain in effect during any period
subrecipient
has control over CDBG funds, including program inco

(b) At a minimum, the written agreement with th
shall
include provisions concerning the following followi

(1) Statement of work. The agreement shall incl
of
the work to be performed, a schedule for completing
budget. These items shall be in sufficient detail t
basis for the recipient effectively to monitor perf
agreement.

(2) Records and reports. The recipient shall sp
agreement the particular records the subrecipient m
the
particular reports the subrecipient must submit in
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to assist the recipient in meeting its recordkeepin
requirements.

(3) Program income. The agreement shall include
requirements set forth in Sec. 570.504(c). The agre
specify that, at the end of the program year, the g
remittance of all or part of any program income bal
investments thereof) held by the subrecipient (exce
immediate cash needs, cash balances of a revolving
balances from a lump sum drawdown, or cash or inves
section 108 security needs).

(4) Uniform administrative requirements. The ag
require
the subrecipient to comply with applicable uniform

equirements for
ing exceptions:
53(b) pertaining to

f submission of the
ibed in 24 CFR
on for the final

| expenditure
the provisions of
c. 570.503(b)(7);

" except for Sec.

6, Jan. 5, 1995; 60
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requirements, as described in Sec. 570.502.

(5) Other program requirements. The agreement s
subrecipient to carry out each activity in complian
laws and regulations described in subpart K of thes
except
that:

(i) The subrecipient does not assume the recipi
responsibilities described at Sec. 570.604; and

(ii) The subrecipient does not assume the recip
responsibility
for initiating the review process under the provisi
52.

(6) Suspension and termination. The agreement s
in

accordance with 24 CFR 85.43, suspension or termina

the

subrecipient materially fails to comply with any te
and

that the award may be terminated for convenience in
CFR 85.44.

(7) Reversion of assets. The agreement shall sp
expiration the subrecipient shall transfer to the r
funds on hand at the time of expiration and any acc
attributable to the use of CDBG funds. It shall als
provisions
designed to ensure that any real property under the
control that was acquired or improved in whole or i
funds (including CDBG funds provided to the subreci
of
a loan) in excess of $25,000 is either:

(i) Used to meet one of the national objectives
(formerly Sec. 570.901) until five years after expi
agreement, or for such longer period of time as det
appropriate by the recipient; or

(ii) Not used in accordance with paragraph (b)(
section, in which event the subrecipient shall pay
amount equal to the current market value of the pro
portion of the value attributable to expenditures o
for
the acquisition of, or improvement to, the property
program income to the recipient. (No payment is req
period of time specified in paragraph (b)(7)(i) of

[53 FR 8058, Mar. 11, 1988, as amended at 53 FR 413

57

FR 27120, June 17, 1992; 60 FR 56915, Nov. 9, 1995;

30, 2003]
Sec. 570.504 Program income.
(a) Recording program income. The receipt and e

program
income as defined in Sec. 570.500(a) shall be recor

financial transactions of the gr ant program.

(b) Disposition of program income received by r
Program income received before
recipient if the income is treated as additional CD

hall require the

ce with all Federal
e regulations,

ent's environmental
ient's

ons of 24 CFR part
hall specify that,
tion may occur if
rm of the award,
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ecify that upon its
ecipient any CDBG
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n part with CDBG
pient in the form

in Sec. 570.208
ration of the
ermined to be

7)(i) of this

to the recipient an
perty less any

f non-CDBG funds
. The payment is
uired after the

this section.)

31, Oct. 21, 1988;

68 FR 56405, Sept.

xpenditure of
ded as part of the

ecipients. (1)

gr ant closeout may be retained by the

BG funds subiject to



all applicable requirements governing the use of CD
(2) If the recipient chooses to retain program
program
income shall be disposed of as follows:
(i) Program income in the form of repayments to
earned
on, a revolving fund as defined in Sec. 570.500(b)
substantially disbursed from the fund before additi
withdrawals
are made from the U.S. Treasury for the same activi
not prevent a lump sum disbursement to finance the
privately owned properties as provided for in Sec.
(ii) Substantially all other program income sha
eligible activities before additional cash withdraw
the
U.S. Treasury.
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(i) At the end of each program year, the aggr
program income cash balances and any investment the
needed for immediate cash needs, cash balances of a
fund,
cash balances from a lump-sum drawdown, or cash or
for
section 108 loan guarantee security needs) that, as
the program year, exceeds one-twelfth of the most r
pursuant to Sec. 570.304 shall be remitted to
practicable thereafter, to be placed in the recipie
credit.

This provision applies to program income cash balan
thereof held by the grantee and its subrecipients.
shall

be applied for the first time at the end of the pro
Federal Fiscal Year 1996 funds are provided.)

(3) Program income on hand at the time of close
to
be subject to the eligibility requirements in subpa
applicable provisions of this part until it is expe

(4) Unless otherwise provided in any
subject to the requirements of paragraph (b)(5) of
income
received after closeout shall not be governed by th
this
part, except that, if at the time of closeout the r
another
ongoing CDBG gr ant received directly from
closeout shall be treated as program income of the
program.

(5) If the recipient does not have another ongo

directly from HUD at the time of closeout, income received after

closeout from the disposition of real property or f
outstanding

at the time of closeout shall not be governed by th
this

part, except that such income shall be used for act
one

BG funds.
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of the national objectives in Sec. 570.901 and the
requirements described in section 105 of the Act.

(c) Disposition of program income received by s
written agreement between the recipient and the sub
required by Sec. 570.503, shall specify whether pro
received
is to be returned to the recipient or retained by t
Where program income is to be retained by the subre
agreement shall specify the activities that will be
the
program income and that all provisions of the writt
apply to the specified activities. When the subreci
program
income, transfers of
shall be adjusted according to the principles descr
(b)(2) (i) and (ii) of this section. Any program in
the
agreement expires, or received after the agreement'
be paid to the recipient as required by Sec. 570.50

(d) Disposition of certain program income recei
counties. Program income derived from urban county
undertaken by or within the jurisdiction of a unit
government which thereafter terminates its particip
county shall continue to be program income of the u
urban county may transfer the program income to the
local government, upon its termination of urban cou
provided that the unit of general local government
entitlement grantee and agrees to use the program i
CDBG
entitlement program.

[53 FR 8058, Mar. 11, 1988, as amended at 60 FR 569
Sec. 570.505 Use of real property.

The standards described in this section apply t
within the recipient's control which was acquired o
or in part using CDBG funds in excess of $25,000. T
shall
apply from the date CDBG funds are first spent for
five years after closeout of an entitlement recipie
in
the entitlement CDBG program or, with respect to ot
until
five years after the closeout of the
to
the property was provided.

(a) A recipient may not change the use or plann
property (including the beneficiaries of such use)
the acquisition or improvement was made unless
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the recipient provides affected citizens with reaso

and

opportunity to comment on, any proposed change, and
(1) The new use of such property qualifies as m

eligibility

ubrecipients. The
recipient, as
gram income

he subrecipient.
cipient, the
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national objectives in Sec. 570.208 (formerly Sec.
a building for the general conduct of government; o

(2) The requirements in paragraph (b) of this s

(b) If the recipient determines, after consulta
citizens, that it is appropriate to change the use
a
use which does not qualify under paragraph (a)(1) o
may retain or dispose of the property for the chang
recipient's CDBG program is reimbursed in the amoun
fair
market value of the property, less any portion of t
attributable
to expenditures of non-CDBG funds for acquisition o
to, the property.

(c) If the change of use occurs after closeout,
governing income from the disposition of the real p
570.504(b)(4) or (5), as applicable, shall apply to
reimbursed.

(d) Following the reimbursement of the CDBG pro
with paragraph (b) of this section, the property no
subject to any CDBG requirements.

[53 FR 8058, Mar. 11, 1988, as amended at 53 FR 413
Sec. 570.506 Records to be maintained.

Each recipient shall establish and maintain suf
enable the Secretary to determine whether the recip
requirements of this part. At a minimum, the follow
needed:

(a) Records providing a full description of eac
(or being assisted) with CDBG funds, including its
activity has a geographical locus), the amount of C
obligated and expended for the activity, and the pr
C
under which it is eligible.

(b) Records demonstrating that each activity un
of
the criteria set forth in Sec. 570.208. (Where info
by
family size is required, the recipient may substitu
establishing that the person assisted qualifies und
having income qualification criteria at least as re
used in the definitions of “low and moderate incom
“low
and moderate income household" (as applicable) at
Job Training Partnership Act (JTPA) and welfare pro
recipient may substitute evidence that the assisted
homeless;
or the recipient may substitute a copy of a verifia
from the assisted person that his or her family inc
the applicable income limit established in accordan
or the recipient may substitute a notice that the a
referral from a state, county or local employment a
entity
that agrees to refer individuals it determines to b

income persons based on HUD's criteria and agrees to maintain

570.901) and is not
r

ection are met.

tion with affected
of the property to
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documentation supporting these determinations.) Suc
include the following information:

(1) For each activity determined to benefit low
income
persons, the income limits applied and the point in
benefit was determined.

(2) For each activity determined to benefit low
income
persons based on the area served by the activity:

(i) The boundaries of the service area;

(ii) The income characteristics of families and
individuals in the service area; and

(iii) If the percent of low and moderate income
service area is less than 51 percent, data showing
qualifies under the exception criteria set forth at
570.208(a)(1)(ii).

(3) For each activity determined to benefit low
income
persons because the activity involves a facility or
for
use by a limited clientele consisting exclusively o
low and moderate income persons:

(i) Documentation establishing that the facilit
designed for the particular needs of or used exclus
citizens, adults meeting the Bureau of the Census'
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Population Reports definition of ““severely disable
with AIDS, battered spouses, abused children, the h
adults, or migrant farm workers, for which the regu
presumption concerning the extent to which low- and
persons benefit; or

(i) Documentation describing how the nature an
the
location of the facility or service establishes tha

predominantly by low and moderate income persons; o

(iif) Data showing the size and annual income o
each
person receiving the benefit.

(4) For each activity carried out for the purpo
improving housing which is determined to benefit lo
income
persons:

(i) A copy of a written agreement with each lan
receiving CDBG assistance indicating the total numb
units
in each multifamily structure assisted and the numb
which will be occupied by low and moderate income h
assistance;

(ii) The total cost of the activity, including
CDBG funds.

(iif) For each unit occupied by a low and moder
household,
the size and income of the household,;

(iv) For rental housing only:

(A) The rent charged (or to be charged) after a

h records shall
and moderate
time when the

and moderate

unrelated
persons in the
that the area

Sec.

and moderate
service designed
r predominantly of
y or service is

ively by senior
Current
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r
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dwelling unit in each structure assisted; and

(B) Such information as necessary to show the a
units
occupied (or to be occupied) by low and moderate in
pursuant to criteria established and made public by

(v) For each property acquired on which there a
evidence of commitments ensuring that the criteria
570.208(a)(3) will be met when the structures are b

(vi) Where applicable, records demonstrating th
qualifies under the special conditions at Sec. 570.

(vii) For any homebuyer assistance activity qua
570.201(e), 570.201(n), or 570.204, identification
eligibility paragraph and evidence that the activit
eligibility criteria for that provision; for any su
qualifying under Sec. 570.208(a), the size and inco
homebuyer's household; and

(viii) For a Sec. 570.201(k) housing services a
identification of the HOME project(s) or assistance
services activity supports, and evidence that proje
meet the HOME program income targeting requirements
or
92.254.

(5) For each activity determined to benefit low
income
persons based on the creation of jobs, the recipien
documentation described in either paragraph (b)(5)(
section.

(i) Where the recipient chooses to document tha
percent
of the jobs will be available to low and moderate i
documentation for each assisted business shall incl

(A) A copy of a written agreement containing:

(1) A commitment by the business that it will m
percent of the jobs available to low and moderate i
will provide training for any of those jobs requiri
or
education;

(2) A listing by job title of the permanent job
indicating which jobs will be available to low and
persons, which jobs require special skills or educa
jobs
are part-time, if any; and

(3) A description of actions to be taken by the
business to ensure that low and moderate income per
consideration for those jobs; and

(B) A listing by job title of the permanent job
jobs of those were available to low and moderate in
description of how first consideration was given to
those jobs. The description shall include what hiri
used;
which low and moderate income persons were intervie
particular
job; and which low and moderate income persons were

(ii) Where the recipient chooses to document th
percent of the jobs will be held by low and moderat
documentation for each assisted business shall incl

ffordability of

come households
the recipient;

re no structures,
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(A) A copy of a written agreement containing:

(1) A commitment by the business that at least
jobs, on a full-time equivalent basis, will be held
moderate
income persons; and

(2) A listing by job title of the permanent job
identifying which are part-time, if any;

(B) A listing by job title of the permanent job
jobs were initially held by low and moderate income

(C) For each such low and moderate income perso
and
annual income of the person's family prior to the p
for
the job.

(6) For each activity determined to benefit low
income
persons based on the retention of jobs:

(i) Evidence that in the absence of CDBG assist
lost;

(ii) For each business assisted, a listing by |
permanent
jobs retained, indicating which of those jobs are p
it is known) which are held by low and moderate inc
time the CDBG assistance is provided. Where applica
of any of the retained jobs (other than those known
and moderate income persons) which are projected to
to
low and moderate income persons through job turnove
of
the time CDBG assistance is provided. Information u
turnover projections were based shall also be inclu

(iif) For each retained job claimed to be held
moderate
income person, information on the size and annual i
person's
family;

(iv) For jobs claimed to be available to low an
persons based on job turnover, a description coveri
required
for "available to" jobs in paragraph (b)(5) of th

(v) Where jobs were claimed to be available to
income persons through turnover, a listing of each
turned
over to date, indicating which of those jobs were e
available to, low and moderate income persons. For
available,

a description of how first consideration was given
those jobs shall also be included in the record.

(7) For purposes of documenting, pursuant to pa
(b)(3)()(B),

(b)(5)(i)(C), (b)(6)(iii) or (b)(6)(v) of this sec

person

for whom a job was either filled by or made availab
moderate-income person based upon the census tract
resides or in which the business is located, the re

51 percent of the
by low and

s to be created,
s filled and which
persons; and

n hired, the size
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maintaining records showing the person's family siz
substitute records showing either the person's addr

determination of income status was made or the addr

providing the job, as applicable, the census tract
address
was located, the percent of persons residing in tha

are in poverty or who are low- and moderate-income,
data source used for determining the percentage, an

the pervasive poverty and general distress in the ¢
sufficient detail to demonstrate how the census tra
in Sec. 570.208(a)(4)(v), as applicable.

(8) For each activity determined to aid in the
elimination of slums or blight based on addressing
conditions which qualified an area as a slum or bli

(i) The boundaries of the area; and

(ii) A description of the conditions which qual
the
time of its designation in sufficient detail to dem
area
met the criteria in Sec. 570.208(b)(1).

(9) For each residential rehabilitation activit
in the prevention or elimination of slums or blight
blighted area:

(i) The local definition of ““substandard";

(i) A pre-rehabilitation inspection report des
deficiencies in each structure to be rehabilitated:;

(i) Details and scope of CDBG assisted rehabi
structure.

(10) For each activity determined to aid in the
elimination of slums or blight based on the elimina
conditions of blight or physical decay not located
blighted
area:
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(i) A description of the specific condition of
decay treated; and

(ii) For rehabilitation carried out under this
description of the specific conditions detrimental
and
safety which were identified and the details and sc
assisted rehabilitation by structure.

(11) For each activity determined to aid in the
elimination of slums or blight based on addressing
an

urban renewal area, a copy of the Urban Renewal Pla

the time the activity is carried out, including map
documentation.

(12) For each activity determined to meet a
need having a particular urgency:

(i) Documentation concerning the nature and deg
of
the condition requiring assistance;

(i) Evidence that the recipient certified that
was designed to address the urgent need;

(i) Information on the timing of the

e and income, may
ess at the time the

ess of the business
in which that

t tract who either
as applicable, the
d a description of
ensus tract in

ct met the criteria

prevention or

one or more of the
ghted area:
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cribing the
and
litation, by

prevention or

tion of specific
in a slum or

blight or physical

category, a
to public health
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prevention or
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n, as in effect at
s and supporting

conmuni ty devel opnent

ree of seriousness

the CDBG activity

devel opnent of the serious



condition; and

(iv) Evidence confirming that other financial r
alleviate
the need were not available.

(c) Records that demonstrate that the recipient
determinations required as a condition of eligibili
activities, as prescribed in Sec. Sec. 570.201(f),
570.201(p), 570.201(q), 570.202(b)(3), 570.206(f),
570.309.

(d) Records which demonstrate compliance with S
regarding any change of use of real property acquir
CDBG assistance.

(e) Records that demonstrate compliance with th
participation requirements prescribed in 24 CFR par
for
entitlement recipients, or in 24 CFR part 91, subpa
administered small cities recipients.

() Records which demonstrate compliance with t
Sec. 570.606 regarding acquisition, displacement, r
replacement housing.

(g) Fair housing and equal opportunity records

(1) Documentation of the analysis of impediment
the
recipient has carried out with its housing and
and
other resources to remedy or ameliorate any impedim
housing
choice in the recipient's communi ty.

(2) Data on the extent to which each racial and
single-headed households (by gender of household he
for,
participated in, or benefited from, any program or
whole or in part with CDBG funds. Such information
as
a basis for further investigation as to compliance
nondiscrimination requirements. No recipient is req
maintain any particular statistical measure by race
gender in covered programs.

(3) Data on employment in each of the recipient
funded in whole or in part with CDBG funds, with su
in
the categories prescribed on the Equal Employment O
Commission's EEO-4 form; and documentation of any a
to
assure equal employment opportunities to all person
race,
color, national origin, sex or handicap in operatin
whole or in part under this part.

(4) Data indicating the race and ethnicity of h
gender
of single heads of households) displaced as a resul
activities, together with the address and census tr
units to which each displaced household relocated.
shall be used only as a basis for further investiga
compliance
with nondiscrimination requirements. No recipient i
attain

esources to

has made the
ty of certain
570.201(i)(2),
570.209, and

ec. 570.505
ed or improved with

e citizen
t 91, subpart B,

rt C, for HUD-

he requirements in
elocation, and

containing:
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or maintain any particular statistical measure by r
gender in covered programs.

(5) Documentation of actions undertaken to meet
of
Sec. 570.607(b) which implements section 3 of the H
Act of 1968, as amended (12 U.S.C. 1701U) relative
training of low and moderate income persons and the
businesses.

(6) Data indicating the racial/ethnic character
entity receiving a contract or subcontract of
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$25,000 or more paid, or to be paid, with CDBG fund
which of those entities are women's business enterp
Executive Order 12138, the amount of the contract o
documentation of recipient's affirmative steps to a
business and women's business enterprises have an e
obtain or compete for contracts and subcontracts as
supplies,

equipment, construction and services. Such affirmat
include, but are not limited to, technical assistan
businesses but designed to enhance opportunities fo
and special outreach efforts to inform them of cont
Such steps shall not include preferring any busines
any

contract or subcontract solely or in part on the ba
gender.

(7) Documentation of the affirmative action mea
has taken to overcome prior discrimination, where t
have
found that the recipient has previously discriminat
on
the ground of race, color, national origin or sex i
program or activity funded in whole or in part with

(h) Financial records, in accordance with the a
requirements listed in Sec. 570.502, including sour
for
entities not subject to parts 84 and 85 of this tit
maintain evidence to support how the CDBG funds pro
entities are expended. Such documentation must incl
applicable, invoices, schedules containing comparis
amounts and actual expenditures, construction progr
signed
by appropriate parties (e.g., general contractor an
architect), and/or other documentation appropriate
the
activity.

(i) Agreements and other records related to lum
to private financial institutions for financing reh
prescribed in Sec. 570.513; and

(i) Records required to be maintained in accord
applicable laws and regulations set forth in subpar

(Approved by the Office of Management and Budget un
2506-0077)
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[53 FR 34454, Sept. 6, 1988; 53 FR 41330, Oct. 21, 1988, as amended at
60 FR 1916, 1953, Jan. 5, 1995; 60 FR 56915, Nov. 9 , 1995; 61 FR

18674,

Apr. 29, 1996; 64 FR 38813, July 19, 1999]

Sec. 570.507 Reports.

(a) Performance and evaluation report--(1) Enti tlement grant
recipients and HUD-administered small cities recipients in Hawaii. Th
annual performance and evaluation report shall be s ubmitted in
accordance with 24 CFR part 91.

(2) HUD-administered Small Cities recipients in New York, and
Hawaii
recipients for pre-FY 1995 grants--(i) Content. Eac h performance and
evaluation report must contain completed copies of all forms and
narratives prescribed by HUD, including a summary of the citizen
comments received on the report.

(ii) Timing. The performance and evaluation rep ort on each gr ant
shall be submitted:

(A) No later than October 31 for all grants exe cuted before April
1
of the same calendar year. The first report should cover the period
from
the execution of the gr ant until September 30. Reports on grants made
after March 31 of a calendar year will be due Octob er 31 of the
following calendar year, and the reports will cover the period of time
from the execution of the gr ant until September 30 of the calendar
year
following gr ant execution. After the initial submission, the
performance
and evaluation report will be submitted annually on October 31 until
completion of the activities funded under the grant;

(B) Hawaii grantees will submit their small cit ies performance and
evaluation report for each pre-FY 1995 gr ant no later than 90 days
after
the completion of their most recent program year. A fter the initial
submission, the performance and evaluation report w ill be submitted
annually until completion of the activities funded under the  grant;
and

(C) No later than 90 days after the criteria fo r grant closeout,
as
described in Sec. 570.509(a), have been met.

(i) Citizen comments on the report. Each reci pient shall make

copies of the
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performance and evaluation report available to its citizens in
sufficient time to permit the citizens to comment o n the report before
its submission to HUD. Each recipient may determine the specific
manner
and times the report will be made available to citi zens consistent
with
the preceding sentence.

(b) Equal employment opportunity reports. Recip ients of

entitlement



HUD

Devel opnent

grants or HUD-administered small cities grants shall submit to
each
year a report ( HUD/EEO-4) on recipient employment containing data as
of
June 30.
(c) Minority business enterprise reports. Recip ients of
entitlement
grants, HUD-administered small cities grants or Urban
Action

Grants shall submit to
subcontract activity during the first half of the f
October 31 a report on such activity during the sec
year.

(d) Other reports. Recipients may be required t
reports and information as
its
responsibilities under the Act or other applicable

(Approved by the Office of Management and Budget un
2506-0077 for paragraph (a) and 2529-0008 for parag
0066 for paragraph (c))

[53 FR 34456, Sept. 6, 1988, as amended at 60 FR 19
61
FR 32269, June 21, 1996]

Sec. 570.508 Public access to program records.

Notwithstanding 24 CFR 85.42(f), recipients sha
with reasonable access to records regarding the pas
funds,
consistent with applicable State and local laws reg
obligations of confidentiality.

Sec. 570.509 G ant closeout procedures.

(a) Criteria for closeout. A
determines, in consultation with the recipient, tha
criteria have been met:

(2) All costs to be paid with CDBG funds have b
the exception of closeout costs (e.g., audit costs)
resulting
from contingent liabilities described in the closeo
pursuant
to paragraph (c) of this section. Contingent liabil
are not limited to, third-party claims against the
as
related administrative costs.

(2) With respect to activities (such as rehabil
privately
owned properties) which are financed by means of es
guarantees, or similar mechanisms, the work to be a
funds (but excluding program income) has actually b

(3) Other responsibilities of the recipient und
agreement and applicable laws and regulations appea
carried out satisfactorily or there is no further F
keeping the gr ant agreement open for the purpose of securing
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HUD, by April 30, a report on contracts and
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performance.

(b) Closeout actions. (1) Within 90 days of the date it is
determined that the criteria for closeout have been met, the recipient
shall submit to HUD a copy of the final performance and evaluation
report described in 24 CFR part 91. If an acceptabl e report is not
submitted, an audit of the recipient's gr ant activities may be
conducted
by HUD.

(2) Based on the information provided in the pe rformance report
and
other relevant information, HUD, in consultation with the recipient,
will prepare a closeout agreement in accordance wit h paragraph (c) of
this section.

3) HUD will cancel any unused portion of the awarded grant, as
shown in the signed gr ant closeout agreement. Any unused gr ant funds
disbursed from the U.S. Treasury which are in the p ossession of the
recipient shall be refunded to HUD.

(4) Any costs paid with CDBG funds which were n ot audited
previously
shall be subject to coverage in the recipient's nex t single audit
performed in accordance with 24 CFR part 44. The re cipient may be
required to repay HUD any disallowed costs based on the results of the
audit, or on additional HUD reviews provided for in the closeout
agreement.

(c) Closeout agreement. Any obligations remaini ng as of the date

of
the closeout shall be covered by the terms
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of a closeout agreement. The agreement shall be pre pared by the HUD
field office in consultation with the recipient. Th e agreement shall
identify the gr ant being closed out, and include provisions with

respect

to the following:

(1) Identification of any closeout costs or con tingent liabilities
subject to payment with CDBG funds after the closeo ut agreement is
signed;

(2) Identification of any unused gr ant funds to be canceled by
HUD,

(3) Identification of any program income on dep osit in financial
institutions at the time the closeout agreement is signed:

(4) Description of the recipient's responsibili ty after closeout
for:

(i) Compliance with all program requirements, ¢ ertifications and
assurances in using program income on deposit at th e time the closeout
agreement is signed and in using any other remainin g CDBG funds
available for closeout costs and contingent liabili ties;

(i) Use of real property assisted with CDBG fu nds in accordance
with the principles described in Sec. 570.505;

(iif) Compliance with requirements governing pr ogram income
received
subsequent to gr ant closeout, as described in Sec. 570.504(b)(4) and
(5); and

(iv) Ensuring that flood insurance coverage for affected property

owners is maintained for the mandatory period;



(5) Other provisions appropriate to any special circumstances of
the

gr ant closeout, in modification of or in addition to the obligations

in

paragraphs (c)(1) through (4) of this section. The agreement shall
authorize monitoring by HUD, and shall provide that findings of

noncompliance may be taken into account by HUD, as unsatisfactory

performance of the recipient, in the consideration of any future gr ant
award under this part.

(d) Status of consolidated plan after closeout. Unless otherwise
provided in a closeout agreement, the Consolidated Plan will remain in
effect after closeout until the expiration of the p rogram year covered
by the last approved consolidated plan.

(e) Termination of gr ant for convenience. G ant assistance
provided
under this part may be terminated for convenience i n whole or in part
before the completion of the assisted activities, i n accordance with
the
provisions of 24 CFR 85.44. The recipient shall not incur new
obligations for the terminated portions after the e ffective date, and
shall cancel as many outstanding obligations as pos sible. HUD shall
allow full credit to the recipient for those portio ns of obligations
which could not be canceled and which had been prop erly incurred by
the
recipient in carrying out the activities before the termination. The
closeout policies contained in this section shall a pply in such cases,
except where the approved gr ant is terminated in its entirety.

Responsibility for the environmental review to be p erformed under 24
CFR

part 50 or 24 CFR part 58, as applicable, shall be determined as part
of

the closeout process.

(f) Termination for cause. In cases in which th e Secretary
terminates the recipient's gr ant under the authority of subpart O of
this part, or under the terms of the gr ant agreement, the closeout
policies contained in this section shall apply, exc ept where the
approved grant is cancelled in its entirety. The provisions in 24 CFR
85.43(c) on the effects of termination shall also a pply. HUD shall
determine whether an environmental assessment or fi nding of
inapplicability is required, and if such review is required, HUD shall

perform it in accordance with 24 CFR part 50.

[53 FR 8058, Mar. 11, 1988, as amended at 56 FR 561 28, Oct. 31, 1991;
60
FR 1916, Jan. 5, 1995; 60 FR 16379, Mar. 30, 1995]
Sec. 570.510 Transferring projects from urban coun ties to
metropolitan

cities.

Section 106(c)(3) of the Act authorizes the Sec retary to transfer

unobligated gr ant funds from an urban county to a new metropolitan
city,
provided: the city was an included unit of general local government in
the urban county immediately before its qualificati onasa

metropolitan



city; the funds to be transferred were received by
the
qualification of the city as a metropolitan city; t

transferred had been programmed by the urban county

city
before such qualification; and the city
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and county agree to transfer responsibility for the
the funds being transferred from the county's lette
city's letter of credit. The following rules apply
responsibility for an activity from an urban county
metropolitan city.

(a) The urban county and the metropolitan city
legally binding agreement which shall specify:

(1) The amount of funds to be transferred from
letter of credit to the metropolitan city's letter

(2) The activities to be carried out by the cit
being transferred,;

(3) The county's responsibility for all expendi
unliquidated obligations associated with the activi
time
of transfer, including a statement that responsibil
and
monitoring findings associated with those expenditu
shall remain with the county;

(4) The responsibility of the metropolitan city
audit
and monitoring findings;

(5) How program income (if any) from the activi
shall
be divided between the metropolitan city and the ur

(6) Such other provisions as may be required by

(b) Upon receipt of a request for the transfer
urban county to a metropolitan city and a copy of t

the county before

he funds to be
for use in the

administration of
r of credit to the
to the transfer of
to the new

must execute a
the urban county's
of credit;

y with the funds

tures and
ties before the

ity for all audit
res and obligations

for all other

ties specified

ban county; and
HUD.

of funds from an

he executed

agreement, HUD, in consultation with the Department of the Treasu ry,

shall establish a date upon which the funds shall b
the letter of credit of the urban county to the let
the

metropolitan city, and shall take all necessary act
requested transfer of funds.

(c) HUD shall notify the metropolitan city and urban count

special audit and monitoring rules which apply to t
funds

when the date of the transfer is communicated to th
county.

Sec. 570.511 Use of escrow accounts for rehabilita
owned residential property.

(a) Limitations. A recipient may withdraw funds
credit for immediate deposit into an escrow account
loans and grants for the rehabilitation of privatel
property under Sec. 570.202(a)(1). The following ad
limitations

e transferred from
ter of credit of

ions to effect the

y of any
he transferred

e city and the

tion of privately

from its letter of
for use in funding
y owned residential
ditional



apply to the use of escrow accounts for residential
loans
and grants closed after September 7, 1990:

(1) The use of escrow accounts under this secti
loans and grants for the rehabilitation of primaril
properties containing no more than four dwelling un
neighborhood-scale non-residential space within the
any, e.g., a store front below a dwelling unit).

(2) An escrow account shall not be used unless
between
the property owner and the contractor selected to d
rehabilitation
work specifically provides that payment to the cont
made
through an escrow account maintained by the recipie
subrecipient
as defined in Sec. 570.500(c), by a public agency d
Sec. 570.501(a), or by an agent under a procurement
by
the requirements of 24 CFR 85.36. No deposit to the
shall
be made until after the contract has been executed
property
owner and the rehabilitation contractor.

(3) All funds withdrawn under this section shal
one interest earning account with a financial insti
bank
accounts shall not be established for individual lo

(4) The amount of funds deposited into an escro
limited to the amount expected to be disbursed with
from the date of deposit. If the escrow account, fo
at
any time contains funds exceeding 10 days cash need
immediately shall transfer the excess funds to its
the program account, the excess funds shall be trea
erroneously drawn in accordance with the requiremen
Financial Manual, paragraph 6-2075.30.

(5) Funds deposited into an escrow account shal
pay
the actual costs of rehabilitation incurred by the
contract with a
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private contractor. Other eligible costs related to

loanor grant, e.g., the recipient's administrative costs under

570.206 or rehabilitation services costs under Sec.
not permissible uses of escrowed funds. Such other
rehabilitation costs shall be paid under normal CDB
procedures
(e.g., from withdrawals of
credit with the Treasury).
(b) Interest. Interest earned on escrow account
accordance with this section, less any service char
account,
shall be remitted to
than

rehabilitation

on is limited to

y residential

its (and accessory
same structure, if
the contract

o the

ractor shall be

nt, by a

esignated under
contact governed

escrow account
between the

| be deposited into
tution. Separate
ans and grants.

w account shall be
in 10 working days
r whatever reason,
s, the grantee
program account. In
ted as funds

ts of U.S. Treasury

| be used only to

owner under the

the rehabilitation

Sec.

570.202(b)(9), are
eligible
G payment

gr ant funds under the recipient's letter of

s established in
ges for the

HUD at least quarterly but not more frequently



monthly. Interest earned on escrow accounts is not

remitted to HUD to the extent the interest is attributable to the

investment of program income.
(c) Remedies for noncompliance. If
has failed to use an escrow account in accordance w
HUD
may, in addition to imposing any other sanctions pr
this
part, require the recipient to discontinue the use
in whole or in part.

[55 FR 32369, Aug. 8, 1990]
Sec. 570.512 [Reserved]

Sec. 570.513 Lump sum drawdown for financing of pr
rehabilitation activities.

Subject to the conditions prescribed in this se
may
draw funds from the letter of credit in a lump sum
rehabilitation fund in one or more private financia
the purpose of financing the rehabilitation of priv
properties. The fund may be used in conjunction wit
rehabilitation financing techniques, including loan
subsidies, loan guarantees, loan reserves, or such
be

approved by  HUD consistent with the objectives of this section. Th

fund
may also be used for making grants, but only for th
leveraging non-CDBG funds for the rehabilitaton of
(a) Limitation on drawdown of
recipient deposits to a rehabilitation fund shall n
amount that the recipient reasonably expects will b
together
with anticipated program income from interest and |
the rehabilitation activities during the period spe
agreement to undertake activities, based on either:
(i) Prior level of rehabilitation activity; or
(i) Rehabilitation staffing and management cap
period specified in the agreement to undertake acti

required to be

HUD determines that a recipient

ith this section,
ovided for under

of escrow accounts,

operty

ction, recipients

to establish a

| institutions for
ately owned

h various

s, interest

other uses as may

gr ant funds. (1) The funds that a

e
e purpose of

the same property.

ot exceed the gr ant

e required,
oan repayments, for
cified in the

acity during the
vities.

(2) No gr ant funds may be deposited under this section solely f or

the purpose of investment, notwithstanding that the
income is to be used for the rehabilitation activit
(3) The recipient's rehabilitation program admi
and
the administrative costs of the financial instituti
funded
through lump sum drawdown. Such costs must be paid
letter
of credit withdrawals in accordance with standard p
program income, other than program income generated
distribution.
(b) Standards to be met. The following standard
all
lump sum drawdowns of CDBG funds for rehabilitation
(1) Eligible rehabilitation activities. The reh

interest or other
ies.

nistrative costs
on may not be
from periodic

rocedures or from
by the lump sum

s shall apply to

abilitation fund



shall be used to finance the rehabilitation of priv
properties eligible under the general policies in S
specific provisions of either Sec. 570.202, includi
of properties for rehabilitation, or Sec. 570.203.

(2) Requirements for agreement. The recipient s
written agreement with one or more private financia
the operation of the rehabilitation fund. The agree
the obligations and responsibilities of the parties
conditions on which CDBG funds are to be deposited
returned,
the anticipated level of rehabilitation activities
institution, the rate of interest and other benefit
the financial institution in return for the lump su
other terms as are necessary for compliance with th
this
section. Upon execution
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of the agreement, a copy must be provided to the

its record and use in monitoring. Any modifications
term

of the agreement must also be provided to HUD.

(3) Period to undertake activities. The agreeme
that
the rehabilitation fund may only be used for author
during a period of no more than two years. The lump
be
made only after the agreement is fully executed.

(4) Time limit on use of deposited funds. Use o
funds
for rehabilitation financing assistance must start
must be made, subsidized or guaranteed) within 45 d
In addition, substantial disbursements from the fun
180 days of the receipt of the deposit. (Where CDBG
a
guarantee, the funds that must be substantially dis
guaranteed funds.) For a recipient with an agreemen
years to undertake activities, the disbursement of
fund (deposit plus any interest earned) within 180
regarded
as meeting this requirement. If a recipient with an
specifying
two years to undertake activities determines that i
substantial
disbursement from the fund within the 180 days alth
this 25 percent threshold, the justification for th
determination shall be included in the program file
deposited funds not start within 45 days, or substa
from such fund not occur within 180 days, the recip
required
by HUDto return all or part of the deposited funds to th
letter of credit.

(5) Progam activity. Recipients shall review th
activity on a yearly basis. Where activity is subst
anticipated, program funds shall be returned to the
of credit.
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(6) Termination of agreement. In the case of su
by
a private financial institution to comply with the
drawdown agreement, the recipient shall terminate i
provide
written justification for the action, withdraw all
deposited
funds from the private financial institution, and r
the recipient's letter of credit.

(7) Return of unused deposits. At the end of th
in
the agreement for undertaking activities, all unobl
funds shall be returned to the recipient's letter o
recipient enters into a new agreement conforming to
of
this section. In addition, the recipient shall rese
withdraw any unobligated deposited funds required b
exercise
of corrective or remedial actions authorized under
Sec. 570.911, Sec. 570.912 or Sec. 570.913.

(8) Rehabilitation loans made with non-CDBG fun
deposited
funds or program income derived from deposited fund
subsidize or guarantee repayment of rehabilitation
non-

CDBG funds, or to provide a supplemental loan or
of the non-CDBG funds, the rehabilitation activitie
be CDBG-assisted activities subject to the requirem
such activities, except that repayment of non-CDBG
treated as program income.

(9) Provision of consideration. In consideratio
deposit by the recipient in a private financial ins
deposit
must result in appropriate benefits in support of t
local
rehabilitation program. Minimum requirements for su

(i) Grantees shall require the financial instit
interest
on the lump sum deposit.

(A) The interest rate paid by the financial ins
no
more than three points below the rate on one year T
at constant maturity.

(B) When an agreement sets a fixed interest rat
term
of the agreement, the rate should be based on the r
agreement is excuted.

(C) The agreement may provide for an interest r
fluctuate periodically during the term of the agree
time
shall the rate be established at more than three po
on one year
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Treasury obligations at constant maturity.
(i) In addition to the payment of interest, at

bstantial failure

terms of a lump sum
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titution shall be
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e for the entire

ate at the time the

ate that would
ment, but at no

ints below the rate

least one of the



following benefits must be provided by the financia

(A) Leverage of the deposited funds so that the
institution commits private funds for loans in the
program in an amount substantially in excess of the
sum deposit;

(B) Commitment of private funds by the financia
rehabilitation loans at below market interest rates
normal risk, or with longer than normal repayment p

(C) Provision of administrative services in sup
rehabilitation program by the participating financi
no
cost or at lower than actual cost.

(c) Program income. Interest earned on lump sum

payments on loans made from such deposits are progr

during

the period of the agreement, shall be used for reha
activities

under the provisions of this section.

(d) Outstanding findings. Notwithstanding any o
this section, no recipient shall enter into a new a
period of time in which an audit or monitoring find
lump sum drawdown agreement remains unresolved.

(e) Prior notification. The recipient shall pro
office with written notification of the amount of f
distributed to a private financial institution befo
under
the provisions of this section.

() Recordkeeping requirements. The recipient s
its
files a copy of the written agreement and related d
establishing
conformance with this section and concerning perfor
financial
institution in accordance with the agreement.

Subpart K_Other Program Requireme
Source: 53 FR 34456, Sept. 6, 1988, unless othe
Sec. 570.600 General.

(a) This subpart K enumerates laws that the Sec
as
applicable to grants made under section 106 of the
grants to States made pursuant to section 106(d) of
purposes of the Secretary's determinations under se
the Act, including statutes expressly made applicab
certain other statutes and Executive Orders for whi
has
enforcement responsibility. This subpart K applies
under
the Insular areas program in Sec. 570.405, with the
570.612. The absence of mention herein of any other
the Secretary does not have direct enforcement resp
intended to be taken as an indication that, in the
opinion,

| institution:
financial
rehabilitation
amount of the lump

| institution for

, at higher than
eriods; or

port of the

al institution at

deposits and
am income and,

bilitation

ther provision of
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exception of Sec.
statute for which
onsibility is not
Secretary's



such statute or Executive Order is not applicable t
assisted

under the Act. For laws that the Secretary will tre
grants made to States under section 106(d) of the A
the determination required to be made by the Secret
section 104(e)(2) of the Act, see Sec. 570.487.

(b) This subpart also sets forth certain additi
requirements which the Secretary has determined to
grants provided under the Act as a matter of admini
discretion.

(c) In addition to grants made pursuant to sect
106(d)(2)(B) of the Act (subparts D and F, respecti
requirements of this subpart K are applicable to gr
to
sections 107 and 119 of the Act (subparts E and G,
to
loans guaranteed pursuant to subpart M.

[53 FR 34456, Sept. 6, 1988, as amended at 61 FR 11

Sec. 570.601 Public Law 88-352 and Public Law 90-2
furthering fair housing; Executive Order

(a) The following requirements apply according
and 107 of the Act:

(1) Public Law 88-352, which is title VI of the
of
1964 (42 U.S.C. 2000d et seq.), and implementing re
part 1.
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(2) Public Law 90-284, which is the Fair Housin
3601-3620). In accordance with the Fair Housing Act
requires that grantees administer all programs and
to

0 activities

at as applicable to
ct for purposes of
ary pursuant to
onal program

be applicable to
strative

ion 106(b) and
vely), the

ants made pursuant

respectively), and

477, Mar. 20, 1996]

84, affirmatively
11063.

to sections 104(b)
Civil Rights Act

gulations in 24 CFR

g Act (42 U.S.C.
, the Secretary
activities related

housingand comunity devel opnent in a manner to affirmatively further

the policies of the Fair Housing Act. Furthermore,

in accordance with

section 104(b)(2) of the Act, for each commruni t y receiving a gr ant
under

subpart D of this part, the certification that the grantee will
affirmatively further fair housing shall specifical ly require the
grantee to assume the responsibility of fair housin g planning by

conducting an analysis to identify impediments to f
within its jurisdiction, taking appropriate actions
effects of any impediments identified through that
maintaining records reflecting the analysis and act
regard.

(b) Executive Order 11063, as amended by Execut

CFR, 1959-1963 Comp., p. 652; 3 CFR, 1980 Comp., p.

Opportunity in Housing), and implementing regulatio
107, also apply.

[61 FR 11477, Mar. 20, 1996]

Sec. 570.602 Section 109 of the Act.

air housing choice
to overcome the
analysis, and

ions in this

ive Order 12259 (3
307) (Equal
ns in 24 CFR part



Section 109 of the Act requires that no person
States
shall on the grounds of race, color, national origi
be excluded from participation in, be denied the be
subjected to discrimination under any program or ac
Federal financial assistance made available pursuan
Section
109 also directs that the prohibitions against disc
basis of age under the Age Discrimination Act and t
against discrimination on the basis of disability u
shall apply to programs or activities receiving Fed
assistance under Title | programs. The policies and
necessary
to ensure enforcement of section 109 are codified i

[64 FR 3802, Jan. 25, 1999]
Sec. 570.603 Labor standards.

(a) Section 110(a) of the Act contains labor st
to
nonvolunteer labor financed in whole or in part wit
received
under the Act. In accordance with section 110(a) of

Contract Work Hours and Safety Standards Act (40 U.

also applies. However, these requirements apply to
of
residential property only if such property contains
units.

(b) The regulations in 24 CFR part 70 apply to
volunteers.

[61 FR 11477, Mar. 20, 1996]
Sec. 570.604 Environmental standards.

For purposes of section 104(g) of the Act, the
CFR
part 58 specify the other provisions of law which f
of the National Environmental Policy Act of 1969, a
by
which grantees must fulfill their environmental res
certain cases, grantees assume these environmental
decisionmaking, and action responsibilities by exec
agreements with the Secretary.

[61 FR 11477, Mar. 20, 1996]
Sec. 570.605 National Flood Insurance Program.
Notwithstanding the date of

application (or, in the case of grants made under s
part

or HUD-administered small cities recipients in Hawaii, th

submission of the grantee's consolidated plan, in a
CFR
part 91), section 202(a) of the Flood Disaster Prot

in the United

n, religion, or sex
nefits of, or be
tivity receiving

t to the Act.
rimination on the
he prohibitions
nder Section 504
eral financial
procedures

n 24 CFR part 6.

andards that apply
h assistance

the Act, the

S.C. 327 et seq.)
the rehabilitation

not less than 8

the use of

regulations in 24

urther the purposes
nd the procedures

ponsibilities. In
review,
ution of gr ant

HUD approval of the recipient's

ubpart D of this

e date of
ccordance with 24

ection Act of 1973



(42 U.S.C. 4106) and the regulations in 44 CFR part

apply
to funds provided under this part 570.

[61 FR 11477, Mar. 20, 1996]

Sec. 570.606 Displacement, relocation, acquisition
of
housing.

(a) General policy for minimizing displacement.
the
other goals and objectives of this part, grantees (
recipients, as applicable) shall assure that they h
reasonable steps to minimize the displacement of pe
individuals, businesses, nonprofit organizations, a
result
of activities assisted under this part.
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(b) Relocation assistance for displaced persons
A
displaced person shall be provided with relocation
levels described in, and in accordance with the req
part 24, which contains the government-wide regulat
the
Uniform Relocation Assistance and Real Property Acq
Act
of 1970 (URA) (42 U.S.C. 4601-4655).

(2) Displaced person. (i) For purposes of parag
section, the term ““displaced person" means any pe
individual, business, nonprofit organization, or fa
real property, or moves his or her personal propert
property,
permanently and involuntarily, as a direct result o
demolition, or acquisition for an activity assisted
permanent, involuntary move for an assisted activit
permanent move from real property that is made:

(A) After notice by the grantee (or the state r
applicable) to move permanently from the property,
after the initial official submission to

s 59 through 79

, and replacement

Consistent with

or States or state
ave taken all
rsons (families,
nd farms) as a

at URA levels. (1)

assistance at the
uirements of 49 CFR
ions implementing

uisition Policies

raph (b) of this

rson (family,

rm) that moves from
y from real

f rehabilitation,
under this part. A
y includes a

ecipient, if
if the move occurs

HUD (or the State, as

applicable) for gr ant , loan, or loan guarantee funds under this part

that are later provided or granted.

(B) After notice by the property owner to move
the
property, if the move occurs after the date of the
request for financial assistance by the property ow
control of the site) that is later approved for the
activity.

(C) Before the date described in paragraph (b)(
this section, if either
determines that the displacement directly resulted
rehabilitation, or demolition for the requested act

(D) After the “initiation of negotiations" if
tenant-occupant of a dwelling unit and any one of t
situations occurs:

permanently from
submission of a
ner (or person in
requested

2)()(A) or (B) of

HUD or the grantee (or State, as applicable)

from acquisition,
ivity.

the person is the
he following three



(1) The tenant has not been provided with a rea
to lease and occupy a suitable decent, safe, and sa
the same building/complex upon the completion of th
including
a monthly rent that does not exceed the greater of
monthly
rent and estimated average utility costs before the
negotiations or 30 percent of the household's avera
income; or

(2) The tenant is required to relocate temporar
activity
but the tenant is not offered payment for all reaso
expenses incurred in connection with the temporary
including
the cost of moving to and from the temporary locati
increased
housing costs, or other conditions of the temporary
reasonable; and the tenant does not return to the b

(3) The tenant is required to move to another u
building/
complex, but is not offered reimbursement for all r
pocket expenses incurred in connection with the mov

(ii) Notwithstanding the provisions of paragrap
section, the term “displaced person-" does not in

(A) A person who is evicted for cause based upo
repeated
violations of material terms of the lease or occupa
exclude a person on this basis, the grantee (or Sta
recipient, as applicable) must determine that the e
undertaken for the purpose of evading the obligatio
relocation assistance under this section;

(B) A person who moves into the property after
notice described in paragraph (b)(2)(i)(A) or (B) o
who received a written notice of the expected displ
occupancy.

(C) A person who is not displaced as described
24.2(9)(2).

(D) A person who the grantee (or State, as appl
is
not displaced as a direct result of the acquisition
or
demolition for an assisted activity. To exclude a p
basis,

HUD must concur in that determination.

(iii) A grantee (or State or state recipient, a

at

sonable opportunity
nitary dwelling in
e project,

the tenant's

initiation of
ge monthly gross

ily for the

nable out-of-pocket
relocation,

on and any

relocation are not
uilding/complex; or
nit in the

easonable out-of-
e.

h (b)(2)(i) of this
clude:

n serious or

ncy agreement. To
te or state

viction was not

n to provide

the date of the

f this section, but
acement before

in 49 CFR

icable) determines

, rehabilitation,

erson on this

s applicable) may,

any time, request HUD to determine whether a person is a displaced

person under this section.

(3) Initiation of negotiations. For purposes of
type
of replacement housing assistance to be
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provided under paragraph (b) of this section, if th

the
direct result of privately undertaken rehabilitatio

determining the

e displacement is

n, demolition, or



acquisition of real property, the term “initiation
means the execution of the
(or State or state recipient, as applicable) and th
controlling the real property.

(c) Residential antidisplacement and relocation
The
grantee shall comply with the requirements of 24 CF
B.

(d) Optional relocation assistance. Under secti
the
Act, the grantee may provide (or the State may perm
recipient to provide, as applicable) relocation pay
relocation assistance to persons displaced by activ
subject to paragraph (b) or (c) of this section. Th
provide (or the State may also permit the state rec
as
applicable) relocation assistance to persons receiv
under
paragraphs (b) or (c) of this section at levels in
required by these paragraphs. Unless such assistanc
State or local law, the grantee (or state recipient
shall provide such assistance only upon the basis o
determination that the assistance is appropriate (s
570.201(i), as applicable). The grantee (or state r
applicable) must adopt a written policy available t
describes the relocation assistance that the grante
recipient, as applicable) has elected to provide an
equal relocation assistance within each class of di

(e) Acquisition of real property. The acquisiti
for an assisted activity is subject to 49 CFR part

(f) Appeals. If a person disagrees with the det
grantee (or the state recipient, as applicable) con
person's
eligibility for, or the amount of, a relocation pay
section, the person may file a written appeal of th
with
the grantee (or state recipient, as applicable). Th
to be followed are described in 49 CFR 24.10. In ad

moderate-income household that has been displaced f

file a written request for review of the grantee's

Field Office. For purposes of the State CDBG progra
moderate-income household may file a written reques
state recipient's decision with the State.

(g9) Responsibility of grantee or State. (1) The
if applicable) is responsible for ensuring complian
requirements of this section, notwithstanding any t
contractual obligation to the grantee to comply wit
this section. For purposes of the State CDBG progra
require state recipients to certify that they will
requirements of this section.

(2) The cost of assistance required under this
from local public funds, funds provided under this
available from other sources.

(3) The grantee (or State and state recipient,
maintain records in sufficient detail to demonstrat
the
provisions of this section.

of negotiations"

gr ant or loan agreement between the grantee

€ person owning or
assistance plan.

R part 42, subpart
on 105(a)(11) of

it the state

ments and other
ities that are not

e grantee may also
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(Approved by the Office of Management and Budget un

number 2506-0102)

[61 FR 11477, Mar. 20, 1996, as amended at 61 FR 51
Sec. 570.607 Employment and contracting opportunit

To the extent that they are otherwise applicabl

comply with:

(a) Executive Order 11246, as amended by Execut
11478, 12086, and 12107 (3 CFR 1964-1965 Comp. p. 3

1970

Comp., p. 684; 3 CFR, 1966-1970., p. 803; 3 CFR, 19
CFR, 1978 Comp., p. 264 (Equal Employment Opportuni
Order 13279 (Equal Protection of the Laws for Faith

Conmuni ty

Organizations), 67 FR 77141, 3 CFR, 2002 Comp., p.

implementing regulations at 41 CFR chapter 60; and
(b) Section 3 of the Housing and Urban

U.S.C. 1701u) and implementing regulations at 24 CF

[68 FR 56405, Sept. 30, 2003]
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Sec. 570.608 Lead-based paint.

The Lead-Based Paint Poisoning Prevention Act (

4846),

the Residential Lead-Based Paint Hazard Reduction A

u.Ss.C.

4851-4856), and implementing regulations at part 35
K, and R of this part apply to activities under thi

[64 FR 50226, Sept. 15, 1999]

Sec. 570.609 Use of debarred, suspended or ineligi

subrecipients.

The requirements set forth in 24 CFR part 5 app
[61 FR 5209, Feb. 9, 1996]
Sec. 570.610 Uniform administrative requirements a

The recipient, its agencies or instrumentalitie

subrecipients

shall comply with the policies, guidelines, and req

part 85 and OMB Circulars A-87, A-110 (implemented
A-122, A-133 (implemented at 24 CFR part 45), and A
(implemented at 24 CFR part 44), as applicable, as
acceptance and use of Federal funds under this part
sections of 24 CFR parts 84 and 85 are set forth at

der OMB control

760, Oct. 3, 1996]
ies.
e, grantees shall

ive Orders 11375,
39; 3 CFR, 1966-

78 Comp., p. 230; 3
ty), and Executive
-Based and

258; and the

Devel oprment Act of 1968 (12

R part 135.

42 U.S.C. 4821-
ct of 1992 (42

, Subparts A, B, J,
S program.

ble contractors or

ly to this program.

nd cost principles.
s, and

uirements of 24 CFR
at 24 CFR part 84),
-128 <SUP>2</SUP>
they relate to the

. The applicable

Sec. 570.502.



\2\ See footnote 1 at Sec. 570.200(a)(5).
[60 FR 56916, Nov. 9, 1995]
Sec. 570.611 Conflict of interest.

(a) Applicability. (1) In the procurement of su
construction, and services by recipients and by sub
conflict of interest provisions in 24 CFR 85.36 and
respectively, shall apply.

(2) In all cases not governed by 24 CFR 85.36 a
provisions of this section shall apply. Such cases
acquisition and disposition of real property and th
assistance by the recipient or by its subrecipients
businesses, and other private entities under eligib
authorize such assistance (e.g., rehabilitation, pr
other
improvements of private properties or facilities pu
570.202; or grants, loans, and other assistance to
individuals, and other private entities pursuant to
570.204, 570.455, or 570.703(i)).

(b) Conflicts prohibited. The general rule is t
described in paragraph (c) of this section who exer
exercised any functions or responsibilities with re
activities assisted under this part, or who are in
participate in a decisionmaking process or gain ins
with
regard to such activities, may obtain a financial i
from a CDBG-assisted activity, or have a financial
contract, subcontract, or agreement with respect to
activity, or with respect to the proceeds of the CD
activity,
either for themselves or those with whom they have
immediate
family ties, during their tenure or for one year th
UDAG program, the above restrictions shall apply to
that
are a part of the UDAG project, and shall cover any
interest or benefit during, or at any time after, s
tenure.

(c) Persons covered. The conflict of interest p
paragraph (b) of this section apply to any person w
agent, consultant, officer, or elected official or
of
the recipient, or of any designated public agencies
subrecipients
that are receiving funds under this part.

(d) Exceptions. Upon the written request of the
gr ant an exception to the provisions of paragraph (b) of
on
a case-by-case basis when it has satisfactorily met
requirements of (d)(1) of this section, taking into
cumulative effects of paragraph (d)(2) of this sect

(1) Threshold requirements.
after the recipient has provided the following docu

(i) A disclosure of the nature of the conflict,
assurance that there has been public disclosure of

pplies, equipment,
recipients, the
24 CFR 84.42,

nd 84.42, the
include the

e provision of
to individuals,
le activities that
eservation, and

rsuant to Sec.
businesses,
Sec. 570.203,

hat no persons
cise or have
spect to CDBG
a position to
ide information

nterest or benefit
interest in any

a CDBG-assisted
BG-assisted

business or

ereafter. For the
all activities

such financial
uch person's

rovisions of
ho is an employee,
appointed official

, or of

recipient, HUD may
this section

the threshold

account the

ion.

HUD will consider an exception only

mentation:
accompanied by an
the conflict and a



description of how the public disclosure was made;
(i) An opinion of the recipient's attorney tha
which the
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exception is sought would not violate State or loca

(2) Factors to be considered for exceptions. In
whether
to grant arequested exception after the recipient has sati
met the requirements of paragraph (d)(1) of this se
conclude that such an exception will serve to furth
the Act and the effective and efficient administrat
recipient's program or project, taking into account
effect of the following factors, as applicable:

(i) Whether the exception would provide a signi
or an essential degree of expertise to the program
would
otherwise not be available;

(i) Whether an opportunity was provided for op
bidding or negotiation;

(iif) Whether the person affected is a member o
of
low- or moderate-income persons intended to be the
the
assisted activity, and the exception will permit su
receive
generally the same interests or benefits as are bei
or
provided to the group or class;

(iv) Whether the affected person has withdrawn
functions or responsibilities, or the decisionmakin
respect to the specific assisted activity in questi

(v) Whether the interest or benefit was present
affected
person was in a position as described in paragraph
section;

(vi) Whether undue hardship will result either
the person affected when weighed against the public
avoiding the prohibited conflict; and

(vii) Any other relevant considerations.

[60 FR 56916, Nov. 9, 1995]
Sec. 570.612 Executive Order 12372.

(a) General. Executive Order 12372, Intergovern
Federal Programs, and the Department's implementing
CFR part 52, allow each State to establish its own
and comment on proposed Federal financial assistanc

(b) Applicability. Executive Order 12372 applie
Entitlement program and the UDAG program. The Execu
to
all activities proposed to be assisted under UDAG,
the
Entitlement program only where a grantee proposes t
planning or construction (reconstruction or install

and
t the interest for

I law.
determining

sfactorily
ction, HUD shall
er the purposes of
ion of the
the cumulative

ficant cost benefit
or project that

en competitive

f a group or class
beneficiaries of
ch person to

ng made available
from his or her

g process with
on;

before the

(b) of this

to the recipient or
interest served by

mental Review of
regulations at 24
process for review
e programs.

s to the CDBG
tive Order applies

but it applies to

o use funds for the
ation) of water or



sewer facilities. Such facilities include storm sew
sanitary sewers, but do not include water and sewer
structure to the lines in the public right-of-way o

the

responsibility of the grantee to initiate the Execu
process if it proposes to use its CDBG or UDAG fund
subject to review.

Sec. 570.613 Eligibility restrictions for certain

(a) Restriction. Certain newly legalized aliens
24
CFR part 49, are not eligible to apply for benefits
activities funded by the programs listed in paragra
section. “"Benefits" under this section means fina
public services, jobs and access to new or rehabili
other facilities made available under covered activ
programs listed in paragraph (e) of this section.
include relocation services and payments to which d
entitled by law.

(b) Covered activities. "Covered activities"
means activities meeting the requirements of Sec. 5
either:

(1) Have income eligibility requirements limiti
exclusively to low and moderate income persons; or
(2) Are targeted geographically or otherwise to
low and moderate income persons (excluding activiti

public

at large, such as sewers, roads, sidewalks, and par
provide

benefits to persons on the basis of an application.

(c) Limitation on coverage. The restrictions un
apply only to applicants for new benefits not being
covered
resident aliens as of the effective date of this se
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(d) Compliance. Compliance can be accomplished
certification as provided in 24 CFR 49.20.

(e) Programs affected. (1) The
program for small cities, administered under subpar
this title until closeout of the recipient's

ers as well as all
lines connecting a
r easement. It is

tive Order review
s for activities
resident aliens.

, as described in
under covered
ph (e) of this
ncial assistance,
tated housing and
ities funded by
“Benefits” do not

isplacees are

under this section
70.208(a) that

ng the benefits

primarily benefit
es serving the

ks), and that
der this section
received by

ction.

by obtaining

Conmuni ty Devel opnent Bl ock Grant

t F of part 570 of

(2) The Conmuni ty Devel opnent Bl ock Grant program for entitlement
grants, administered under subpart D of part 570 of this title.
(3) The Conmuni ty Devel opnent Bl ock Grant program for States,

administered under subpart | of part 570 of this ti
of
the unit of general local government's

tle until closeout

gr ant by the State.

(4) The Urban Devel oprment Action Grants program, administered

under

subpart G of part 570 of this title until closeout
grant.

[55 FR 18494, May 2, 1990]

Sec. 570.614 Architectural Barriers Act and the Am

of the recipient's

ericans with



Disabilities Act.

(a) The Architectural Barriers Act of 1968 (42
requires certain Federal and Federally funded build
facilities to be designed, constructed, or altered
standards that insure accessibility to, and use by,
handicapped people. A building or facility designed
altered with funds allocated or reallocated under t
December 11, 1995, and that meets the definition of
structure" as defined in 24 CFR 40.2 or the defini
““building"
as defined in 41 CFR 101-19.602(a) is subject to th
the
Architectural Barriers Act of 1968 (42 U.S.C. 4151-
comply with the Uniform Federal Accessibility Stand
24 CFR part 40 for residential structures, and appe
part
101-19, subpart 101-19.6, for general type building

(b) The Americans with Disabilities Act (42 U.S
U.s.C.

155, 201, 218 and 225) (ADA) provides comprehensive
individuals with disabilities in the areas of emplo
accommodations, State and local government services
telecommunications. It further provides that discri
failure to design and construct facilities for firs

later

than January 26, 1993, that are readily accessible
individuals with disabilities. Further, the ADA req

of

architectural barriers and communication barriers t

in

nature in existing facilities, where such removal i
achievable--that is, easily accomplishable and able
without much difficulty or expense.

[60 FR 56917, Nov. 9, 1995]
Subpart L [Reserved]
Subpart M_Loan Guarantees
Source: 59 FR 66604, Dec. 27, 1994, unless othe
Sec. 570.700 Purpose.

This subpart contains requirements governing th
section 108 of the Act of debt obligations as defin

Sec. 570.701 Definitions.

Borrower means the public entity or its designa
that issues debt obligations under this subpart.
Debt obligation means a promissory note or othe
by a public entity or its designated public agency
HUD
under this subpart, or a trust certificate or other
by HUD or by a trust or other offeror approved for purpos

U.S.C. 4151-4157)
ings and other

in accordance with
physically

, constructed, or
his part after
““residential

tion of

e requirements of
4157) and shall

ards (appendix A to
ndix Ato 41 CFR

S).
.C. 12131, 47

civil rights to
yment, public

, and

mination includes a
t occupancy no

to and usable by
uires the removal

hat are structural

s readily
to be carried out

rwise noted.

e guarantee under
ed in Sec. 570.701.

ted public agency

r obligation issued
and guaranteed by

obligation offered
es of this



subpart by HUD which is guaranteed by
based on and backed by a trust or pool composed of
obligations issued by public entities or their desi
agencies and guaranteed or eligible for guarantee b
subpart.

Designated public agency means a public agency
public entity to issue debt obligations as borrower
subpart.

Entitlement public entity means a metropolitan
county receiving a

Guaranteed loan funds means the proceeds payabl
from the
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issuance of debt obligations under this subpart.
Nonentitlement public entity means any unit of
government in a nonentitlement area.
Public entity shall have the meaning provided f
“Eligible public entity" in section 108(0) of the
State-assisted public entity means a unit of ge
government in a nonentitlement area which is assist
required in Sec. 570.704(b)(9) and Sec. 570.705(b)(

[59 FR 66604, Dec. 27, 1994, as amended at 61 FR 11
Sec. 570.702 Eligible applicants.

The following public entities may apply for loa
assistance under this subpart.

(a) Entitlement public entities.

(b) Nonentitlement public entities that are ass
submission of applications by States that administe
(under subpart | of this part). Such assistance sha
minimum, of the certifications required under Sec.
actions pursuant thereto).

(c) Nonentitlement public entities eligible to
assistance under subpart F of this part.

Sec. 570.703 Eligible activities.

Guaranteed loan funds may be used for the follo
provided such activities meet the requirements of S
However, guaranteed loan funds may not be used to r
program account or line of credit for costs incurre
entity or designated public agency and paid with CD
program income.

(a) Acquisition of improved or unimproved real
by
long-term lease, including acquisition for economic
purposes.

(b) Rehabilitation of real property owned or ac
public
entity or its designated public agency.

(c) Payment of interest on obligations guarante
subpart.

(d) Relocation payments and other relocation as

gr ant under subpart D of this part.

HUD under this subpart and is

notes or other
gnated public
y HUD under this

designated by a
under this

city or an urban

e to the borrower

general local

or the term

Act.

neral local

ed by a State as
2).

481, Mar. 20, 1996]

n guarantee

isted in the

r the CDBG program
Il consist, at a
570.704(b)(9) (and

apply for gr ant

wing activities,

ec. 570.200.

eimburse the CDBG

d by the public

BG grant funds or

property in fee or
devel opnent

quired by the

ed under this

sistance for



individuals, families, businesses, nonprofit organi
operations who must relocate permanently or tempora
an activity financed with guaranteed loan funds, wh

is:

(1) Required under the provisions of Sec. 570.6

(2) Determined by the public entity to be appro
provisions of Sec. 570.606(d).

(e) Clearance, demolition and removal, includin
structures to other sites, of buildings and improve
property acquired or rehabilitated pursuant to para
of
this section.

(f) Site preparation, including construction, r
installation of public and other site improvements,
facilities (other than buildings), which is:

(1) Related to the redevelopment or use of the
acquired or rehabilitated pursuant to paragraphs (a
section, or

(2) For an economic devel opnent purpose.

(g) Payment of issuance, underwriting, servicin
administration and other costs associated with priv
financing
of debt obligations under this subpart.

(h) Housing rehabilitation eligible under Sec.

(i) The following economic devel opnent activities:

(1) Activities eligible under Sec. 570.203; and

(2) Conmruni t y economic
570.204.

(j) Construction of housing by nonprofit organi
homeownership under section 17(d) of the United Sta
1937 (Housing
of the Housing and
Opportunity Grants Program, 24 CFR part 280).

(k) A debt service reserve to be used in accord
requirements specified in the contract entered into
570.705(b)(1).

() Acquisition, construction, reconstruction,
installation of public facilities (except for build
general
conduct of government), public streets, sidewalks,
improvements and public utilities.
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(m) In the case of applications by public entit
which contain, ““colonias" as defined in section 9
Gonzalez National Affordable Housing Act (42 U.S.C.
amended by section 810 of the Housing and
1992, acquisition, construction, reconstruction, re
installation of public works and site or other impr
serve
the colonia.

[59 FR 66604, Dec. 27, 1994, as amended at 61 FR 11

Sec. 570.704 Application requirements.

zations, and farm
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zations for
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(a) Presubmission and citizen participation req
Before
submission of an application for loan guarantee ass
public entity must:

(i) Develop a proposed application that include
items:

uirements. (1)
istance to HUD, the

s the following

(A) The communi ty devel opnent objectives the public entity

proposes
to pursue with the guaranteed loan funds.

(B) The activities the public entity proposes t
the
guaranteed loan funds. Each activity must be descri
detail, including the specific provision of Sec. 57
it
is eligible and the national objective to be met, a
loan funds expected to be used, and location, to al
determine the degree to which they will be affected
application must indicate which activities are expe
program income. The application must also describe
obtain additional information about proposed activi

(C) A description of the pledge of grants requi
570.705(b)(2). In the case of applications by State
entities, the description shall note that pledges o
made
by the State and by the public entity.

(ii) Fulfill the applicable requirements in its
participation plan developed in accordance with Sec

o carry out with

bed in sufficient
0.703 under which

mount of guaranteed
low citizens to

. The proposed

cted to generate
where citizens may
ties.

red under Sec.
-assisted public

f grants will be

citizen
. 570.704(a)(2).

(iif) Publish communi t y-wide its proposed application so as to

afford affected citizens an opportunity to examine
contents and to provide comments on the proposed ap

(iv) Prepare its final application. Once the pu
held
the public hearing and published the proposed appli
by
paragraphs (a)(1)(ii) and (iii) of this section, re
public entity must consider any such comments and v
if
the public entity deems appropriate, modify the pro
Upon completion, the public entity must make the fi
available to the public. The final application must
activity in sufficient detail to permit a clear und
nature of each activity, as well as identify the sp
Sec. 570.703 under which it is eligible, the nation
met, and the amount of guaranteed loan funds to be
application must also indicate which activities are
generate
program income.

(v) If an application for loan guarantee assist
submitted by an entitlement or nonentitlement publi
simultaneously with the public entity's submission
public entity shall include and identify in its pro
consolidated plan the activities to be undertaken w
loan funds, the national objective to be met by eac
activities, the amount of any program income expect
during the program year, and the amount of guarante
used. The public entity shall also include in the ¢
description of the pledge of grants, as required un

the application's
plication.
blic entity has

cation as required

spectively, the
iews received and,

posed application.
nal application
describe each
erstanding of the
ecific provision of
al objective to be
used. The final
expected to

ance is to be

C entity

for its gr ant , the
posed and final

ith the guaranteed

h of these

ed to be received

ed loan funds to be
onsolidated plan a
der Sec.



570.705(b)(2). In such cases the proposed and final
requirements of paragraphs (a)(1)(i), (iii), and (i
will be deemed to have been met.

(2) Citizen participation plan. The public enti
follow a detailed citizen participation plan and ma
The plan must be completed and available before the

application
v) of this section

ty must develop and
ke the plan public.
application is

submitted to HUD. The plan may be the citizen plan required for the

consolidated plan, modified to include guaranteed |
public

entity is not required to hold a separate public he
consolidated plan and for the guaranteed loan funds
citizens'

views on conmuni ty devel opnent and housing
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needs. The plan must set forth the public entity's
procedures for:

(i) Giving citizens timely notice of local meet
and timely access to local meetings, information, a
to the public entity's proposed and actual use of g
funds,
including, but not limited to:

(A) The amount of guaranteed loan funds expecte
available for the coming year, including program in
be generated by the activities carried out with gua

(B) The range of activities that may be underta
loan funds;

(C) The estimated amount of guaranteed loan fun
program
income derived therefrom) proposed to be used for a
benefit low and moderate income persons;

(D) The proposed activities likely to result in
the
public entity's plans, consistent with the policies
Sec. 570.606 for minimizing displacement of persons
proposed activities.

(ii) Providing technical assistance to groups r
persons of low and moderate income that request ass
developing
proposals. The level and type of assistance to be p
discretion of the public entity. Such assistance ne
provision of funds to such groups.

(iif) Holding a minimum of two public hearings,
different
stage of the public entity's program, for the purpo
views of citizens and formulating or responding to
questions. Together the hearings must address
and

oan funds. The

aring for its
to obtain

policies and
ings and reasonable

nd records relating
uaranteed loan

d to be made

come anticipated to
ranteed loan funds;
ken with guaranteed
ds (including
ctivities that will
displacement and

developed under
as a result of its

epresentative of
istance in

rovided is at the
ed not include the

each at a

se of obtaining the
proposals and

communi ty devel opnent

housing needs, devel opnent of proposed activities and review of

program

performance. At least one of these hearings must be held before
submission of the application to obtain the views o f citizens on

communi ty devel opnent and housing needs. Reasonable notice of the

hearing must be provided and the hearing must be he
locations convenient to potential or actual benefic

Id at times and
iaries, with



accommodation for the handicapped. The public entit
its

plan how it will meet the requirement for a hearing
locations convenient to potential or actual benefic

(iv) Meeting the needs of non-English speaking
case
of public hearings where a significant number of no
residents can reasonably be expected to participate

(v) Providing affected citizens with reasonable
and opportunity to comment on, proposed activities
included in an application and activities which are
deleted or substantially changed in terms of purpos
or beneficiaries. The criteria the public entity wi
what constitutes a substantial change for this purp
described
in the citizen participation plan.

(vi) Responding to citizens' complaints and gri
the procedures that citizens must follow when submi
and
grievances. The public entity's policies and proced
for
timely written answers to written complaints and gr
working days of the receipt of the complaint, where

(vii) Encouraging citizen participation, partic
moderate income persons who reside in slum or bligh
other
areas in which guaranteed loan funds are proposed t

(b) Submission requirements. An application for
assistance may be submitted at any time. The applic
consolidated plan) shall be submitted to the approp
and
shall be accompanied by the following:

(1) A description of how each of the activities
with the guaranteed loan funds meets one of the cri
570.208.

(2) A schedule for repayment of the loan which
sources of repayment, together with a statement ide
that will act as borrower and issue the debt obliga

(3) A certification providing assurance that th
possesses the legal authority to make the pledge of
under Sec. 570.705(b)(2).

(4) A certification providing assurance that th
made
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efforts to obtain financing for activities describe
application
without the use of the loan guarantee, the public e
documentation of such efforts for the term of the |
the public entity cannot complete such financing co
timely execution of the program plans without such
(5) The drug-free workplace certification requi
part
24 (appendix C).
(6) The certification regarding debarment and s
under 24 CFR part 24 (appendix A).

y must specify in
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(7) The anti-lobbying statement required under
(appendix A).

(8) Certifications by the public entity that:

(i) It possesses the legal authority to submit
assistance under this subpart and to use the guaran
accordance with the requirements of this subpart.

(ii) Its governing body has duly adopted or pas
act a resolution, motion or similar official action

(A) Authorizing the person identified as the of
representative
of the public entity to submit the application and
and all understandings and assurances contained the
and authorizing the person identified as the offici
of
the public entity to act in connection with the app
such additional information as may be required; and

(B) Authorizing such official representative to
documents as may be required in order to implement
issue debt obligations pursuant thereto (provided t
authorization
required by this paragraph (B) may be given by the
body
after submission of the application but prior to ex
contract required by Sec. 570.705(b);

(iiif) Before submission of its application to
entity
has:

(A) Furnished citizens with information require
570.704(a)(2)(i);

(B) Held at least one public hearing to obtain
citizens

on community devel opnent and housing needs; and

(C) Prepared its application in accordance with
570.704(a)(1)(iv) and made the application availabl
(iv) It is following a detailed citizen partici
meets the requirements described in Sec. 570.704(a)
(v) The public entity will affirmatively furthe
the guaranteed loan funds will be administered in c
(A) Title VI of the Civil Rights Act of 1964 (4
seq.); and
(B) The Fair Housing Act (42 U.S.C. 3601-3619).
(vi)(A) (For entitlement public entities only.)
at
least 70 percent of all CDBG funds, as defined at S
expended during the one, two, or three consecutive
the public entity for its CDBG program will be for
benefit low and moderate income persons, as describ
Sec. 570.208(a).
(B) (For nonentitlement public entities eligibl
of
this part only.) It will comply with primary and na
requirements, as applicable under subpart F of this
(vii) It will comply with the requirements gove
relocation, real property acquisition, and the repl
moderate income housing described in Sec. 570.606.
(viii) It will comply with the requirements of
with regard to the use of special assessments to re

24 CFR part 87
the application for
teed loan funds in
sed as an official
ficial
amendments thereto
rein, and directing
al representative
lication to provide
execute such

the application and
hat the

local governing

ecution of the

HUD, the public

d by Sec.

the views of

Sec.

e to the public.
pation plan which
(2).

r fair housing, and
ompliance with:

2 U.S.C. 2000d et

In the aggregate,

ec. 570.3, to be
years specified by
activities which
ed in criteria at

e under subpart F

tional objectives
part.

rning displacement,
acement of low and

Sec. 570.200(c)(2)
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costs of activities assisted with guaranteed loan f
(ix) (Where applicable, the public entity may a
following additional certification.) It lacks suffi
from
funds provided under this subpart or program income
comply with the provisions of Sec. 570.200(c)(2), a
therefore
assess properties owned and occupied by moderate in
recover the guaranteed loan funded portion of the ¢
paying such assessments in their behalf from guaran
(x) It will comply with the other provisions of
other applicable laws.
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(9) In the case of an application submitted by
public entity, certifications by the State that:

(i) It agrees to make the pledge of grants requ
570.705(b)(2).

(ii) It possesses the legal authority to make s

(i) At least 70 percent of the aggregate use
received by the State, guaranteed loan funds, and p

during
the one, two, or three consecutive years specified
its
CDBG program will be for activities that benefit lo
income
persons.
(iv) It agrees to assume the responsibilities d
570.710.
(c) HUD review and approval of applications. (1)

accept the certifications submitted with the applic
however, consider relevant information which challe
certifications and require additional information o

unds.
Iso include the
cient resources

to allow it to
nd it must

come persons, to
apital cost without

teed loan funds.
the Act and with

a State-assisted

ired under Sec.

uch pledge.

of CDBG grant funds
rogram income

by the State for

w and moderate

escribed in Sec.

HUD will normally
ation. HUD may,
nges the
r assurances from

tion.

the
public entity or State as warranted by such informa

(2) The HUD Office shall review the application for compliance
with

requirements specified in this subpart and forward
together with its recommendation for approval or di
requested loan guarantee to HUD Headquarters.
3) HUD may disapprove an application, or may approve loan
guarantee
assistance for an amount less than requested, for a
reasons:
0] HUD determines that the guarantee constitutes an unacc
financial risk. Factors that will be considered in
risk shall include, but not be limited to, the foll
(A) The length of the proposed repayment period
(B) The ratio of expected annual debt service r
expected annual gr ant amount;
(C) The likelihood that the public entity or St
to
receive
period;
(D) The public entity's ability to furnish adeq
pursuant to Sec. 570.705(b), and

gr ant assistance under this part during the proposed rep

the application
sapproval of the

ny of the following
eptable

assessing financial

owing:

equirements to

ate will continue

ayment

uate security



(E) The amount of program income the proposed a
reasonably estimated to contribute toward repayment
loan.

(ii) The requested loan amount exceeds any of t
specified under Sec. 570.705(a).

(iif) Funds are not available in the amount req

(iv) The performance of the public entity, its
agency or State under this part is unacceptable.

(v) Activities to be undertaken with the guaran
not eligible under Sec. 570.703.

(vi) Activities to be undertaken with the guara
not meet the criteria in Sec. 570.208 for complianc
national objectives of the Act.

(4) HUD will notify the public entity in writing that the
guarantee request has either been approved, reduced

the request is reduced or disapproved, the public e
informed of the specific reasons for reduction or d
request is approved,
guarantee
debt obligations of the borrower identified in the
to compliance with this part, including the require
570.705(b), (d), (g) and (h) for securing and issui
obligations,
the conditions for release of funds described in pa
section, and such other conditions as
commitment
documents in a particular case.

(5) Amendments. If the public entity wishes to
activity
not previously described in its application or to s
the purpose, scope, location, or beneficiaries of a

ctivities are
of the guaranteed

he limitations

uested.
designated public

teed loan funds are

nteed loan funds do
e with one of the

loan
or disapproved. If
ntity shall be
isapproval. If the

HUD shall issue an offer of commitment to

application subject
ments under Sec.
ng debt

ragraph (d) of this

HUD may specify in the

carry out an

ubstantially change
n activity, the

amendment must be approved by HUD. Amendments by State-assisted public

entities must also be approved by the State. The pu
follow the citizen participation requirements for a
570.704(a)(2).

(d) Environmental review. The public entity sha
environmental review procedures (24 CFR part 58) fo
funds for each project carried out with loan guaran
These
procedures set forth the regulations, policies, res
procedures governing the carrying out of environmen
responsibilities of public entities. All
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public entities, including nonentitlement public en
submit
the request for release of funds and related certif
project to be assisted with guaranteed loan funds t
HUD
Field Office.

(e) Displacement, relocation, acquisition, and
housing. The public entity (or the designated publi
comply with the displacement, relocation, acquisiti

of low/moderate-income housing requirements in Sec.

connection with any activity financed in whole or i
guaranteed loan funds.

blic entity shall
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r the release of
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tal review
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ication for each
o the appropriate
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570.606 in
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[59 FR 66604, Dec. 27, 1994, as amended at 60 FR 19
61
FR 11481, Mar. 20, 1996; 69 FR 32781, June 10, 2004

Sec. 570.705 Loan requirements.

(a) Limitations on commitments. (1) If loan gua
have been issued in any fiscal year in an aggregate
percent of the amount approved in an appropriation
year, HUD may limit the amount of commitments any one public
may
receive during such fiscal year as follows (except
decrease commitments already issued):
(i) The amount any one entitlement public entit
be
limited to $35,000,000.
(i) The amount any one nonentitlement public e
may
be limited to $7,000,000.
(iif) The amount any one public entity may rece
to
such amount as is necessary to allow
applications containing activities to be carried ou
designated
as empowerment zones/enterprise communities by the
or
by any State.
(2) In addition to the limitations specified in
of
this section, the following limitations shall apply
(i) Entitlement public entities. No commitment
be
made if the total unpaid balance of debt obligation
this subpart (excluding any amount defeased under t
into under Sec. 570.705(b)(1)) on behalf of the pub
thereby exceed an amount equal to five times the am
recent grant made pursuant to Sec. 570.304 to the public entity
(ii) State-assisted public entities. No commitm
shall be made if the total unpaid balance of debt o
guaranteed
under this subpart (excluding any amount defeased u
entered into under Sec. 570.705(b)(1)) on behalf of
and all other State-assisted public entities in the
thereby
exceed an amount equal to five times the amount of
grant
received by such State under subpart I.
(i) Nonentitlement public entities eligible u
this part. No commitment to guarantee shall be made
nonentitlement public entity in an insular area or
if the total unpaid balance of debt obligations gua
subpart (excluding any amount defeased under the co
under Sec. 570.705(b)(1)) on behalf of the public e
exceed an amount equal to five times the amount of
grant
made pursuant to Sec. 570.429 or Sec. 570.440 (as a

17, Jan. 5, 1995;
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public entity.

(A) The most recent gr ant approved for the public entity pursuant
to
subpart F of this part,

(B) The average of the most recent three grants approved for the
public entity pursuant to subpart F of this part, e xcluding any gr ant
in
the same fiscal year as the commitment, or

(C) The average amount of grants made under sub part F of this part
to units of general local government in New York St ate in the previous
fiscal year.

(b) Security requirements. To assure the repaym ent of debt
obligations and the charges incurred under paragrap h (g) of this
section
and as a condition for receiving loan guarantee ass istance, the public
entity (and State and designated public agency, as applicable) shall:

(1) Enter into a contract for loan guarantee as sistance with HUD,
in
a form acceptable to HUD, including provisions for repayment of debt
obligations guaranteed hereunder;

(2) Pledge all grants made or for which the pub lic entity or State

may become eligible under this part; and
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(3) Furnish, at the discretion of HUD, such other security as may
be
deemed appropriate by HUD in making such guarantees. Other security
shall be required for all loans with repayment peri ods of ten years or
longer. Such other security shall be specified in t he contract entered
into pursuant to Sec. 570.705(b)(1). Examples of ot her security HUD
may
require are:

(i) Program income as defined in Sec. 570.500(a );

(i) Liens on real and personal property;
(i) Debt service reserves; and

(iv) Increments in local tax receipts generated by activities
carried out with the guaranteed loan funds.

(c) Use of grants for loan repayment. Notwithst anding any other
provision of this part:

(8] Conmuni ty Devel opnent Bl ock Grants allocated pursuant to
section
106 of the Act (including program income derived th erefrom) may be
used
for:

(i) Paying principal and interest due (includin g such issuance,
servicing, underwriting, or other costs as may be i ncurred under
paragraph (g) of this section) on the debt obligati ons guaranteed
under

this subpart;
(ii) Defeasing such debt obligations; and

(i) Establishing debt service reserves as add itional security
pursuant to paragraph (b)(3) of this section.

(2) HUD may apply grants pledged pursuant to paragraph (b) (2) of
this section to any amounts due under the debt obli gations, the
payment

of costs incurred under paragraph (g) of this secti on, or to the



purchase or defeasance of such debt obligations, in
the
terms of the contract required by paragraph (b)(l)

(d) Debt obligations. Debt obligations guarante
subpart
shall be in the form and denominations prescribed b
obligations may be issued and sold only under such
conditions
as may be prescribed by
conditions
of debt obligations, or of their issuance and sale,
by
contractual arrangements authorized by section 108(
and
paragraph (h) of this section. Unless specifically
in
the contract for loan guarantee assistance required
(b)
of this section, debt obligations shall not constit
obligations of any public entity or State secured b
and
credit.

(e) Taxable obligations. Interest earned on deb
this subpart shall be subject to Federal taxation a
section
108(j) of the Act.

(f) Loan repayment period. The term of debt obl
subpart shall not exceed twenty years.

(g) Issuance, underwriting, servicing, and othe
public
entity or its designated public agency issuing debt
this subpart must pay the issuance, underwriting, s
administration and other costs associated with the
financing of the debt obligations. Such costs are p
guaranteed loan funds and shall be secured under pa
section.

(h) Contracting with respect to issuance and sa
obligations; effect of other laws. No State or loca
Federal
law, shall preclude or limit HUD's exercise of:

(1) The power to contract with respect to publi
other
sales of debt obligations under this subpart upon s
conditions as HUD deems appropriate;

(2) The right to enforce any such contract by a
appropriate by HUD;

(3) Any ownership rights of
obligations
under this subpart.

[59 FR 66604, Dec. 27, 1994, as amended at 69 FR 32
Sec. 570.706 Federal guarantee; subrogation.

Section 108(f) of the Act provides for the inco

guarantees by HUD under subpart M of this part in the hands of a

holder

accordance with

of this section.
ed under this
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terms and
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of such guaranteed obligations. If HUD pays a claim under a guarantee
made under section 108 of the Act, HUD shall be fully subrogated for
'?rile rights of the holder
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of the guaranteed debt obligation with respect to s uch obligation.

[61 FR 11481, Mar. 20, 1996]

Sec. 570.707 Applicability of rules and regulation S.

(a) Entitlement public entities. The provisions of subparts A, C,
‘Ja
K and O of this part applicable to entitlement gran ts shall apply
equally to guaranteed loan funds and other CDBG fun ds, except to the
extent they are specifically modified or augmented by the provisions
of
this subpart.

(b) State-assisted public entities. The provisi ons of subpart | of
this part, and the requirements the State imposes o n units of general
local government receiving Conmuni ty Devel opnent Bl ock Grants or
program
income to the extent applicable, shall apply equall y to guaranteed
loan
fundsand Community Devel opnent Bl ock Grants (including program income
derived therefrom) administered by the State under the CDBG program,
except to the extent they are specifically modified or augmented by
the
provisions of this subpart.

(c) Nonentitlement public entities eligible und er subpart F of
this
part. The provisions of subpart F of this part shal | apply equally to
guaranteed loan funds and other CDBG funds, except to the extent they
are specifically modified or augmented by the provi sions of this
subpart.

Sec. 570.708 Sanctions.

(a) Non-State assisted public entities. The per formance review
procedures described in subpart O of this part appl y to all public
entities receiving guaranteed loan funds other than State-assisted
public entities. Performance deficiencies in the us e of guaranteed
loan
funds made available to such public entities (or pr ogram income
derived
therefrom) or violations of the contract entered in to pursuant to Sec.
570.705(b)(1) may result in the imposition of a san ction authorized
pursuant to Sec. 570.900(b)(7) against pledged CDBG grants. In
addition, upon a finding by HUD that the public entity has failed to
comply substantially with any provision of the Act with respect to
either the pledged grants or the guaranteed loan fu nds or program
income, HUD may take action against the pledged grants as prov ided in
Sec. 570.913 and/or may take action as provided in the contract for

loan guarantee assistance.



(b) State-assisted public entities. Performance deficiencies in
the

use of guaranteed loan funds (or program income der ived therefrom) or
violations of the contract entered into pursuant to Sec. 570.705(b)(1)
may result in an action authorized pursuant to Sec. 570.495 or Sec.
570.496. In addition, upon a finding by HUD that the State or public

entity has failed to comply substantially with any provision of the

Act

with respect to the pledged CDBG nonentitlement fun ds, the guaranteed
loan funds, or program income, HUD may take action against the pledged
funds as provided in Sec. 570.496 and/or may take a ction as provided

in

the contract.

Sec. 570.709 Allocation of loan guarantee assistan ce.

Of the amount approved in any appropriation act for guarantees
under
this subpart in any fiscal year, 70 percent shall b e allocated for
entitlement public entities and 30 percent shall be allocated for
nonentitlement public entities. HUD need not comply with these
percentage requirements in any fiscal year to the e xtent that there is
an absence of applications approvable under this su bpart from

entitlement or nonentitlement public entities.

Sec. 570.710 State responsibilities.

The State is responsible for choosing public en tities that it will
assist under this subpart. States are free to devel op procedures and
requirements for determining which activities will be assisted,
subject
to the requirements of this subpart. Upon approval by HUD of an
application from a State-assisted public entity, th e State will be
principally responsible, subject to HUD oversight under subpart | of
this part, for ensuring that the public entity comp lies with all
applicable requirements governing the use of the gu aranteed loan
funds.

Notwithstanding the State's responsibilities descri bed in this
section,

HUD may take any action necessary for ensuring complia nce with
requirements affecting the security interests of HUD with respect to
the

guaranteed loan.
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Subpart N_Urban Renewal Provisio ns
Source: 41 FR 20524, May 18, 1976, unless other wise noted.

Sec. 570.800 Urban renewal regulations.

The regulations governing urban renewal project s and neighborhood
devel opnment programs in subpart N of this part, that were effe ctive
immediately before April 19, 1996, will continue to govern the rights
and obligations of recipients and HUD with respect to such projects

and



programs.
[61 FR 11481, Mar. 20, 1996]
Subpart O_Performance Reviews
Source: 53 FR 34466, Sept. 6, 1988, unless othe
Sec. 570.900 General.

(a) Performance review authorities--(1) Entitle
administered Small Cities performance reviews. Sect
the
Act requires that the Secretary shall, at least on
make
such reviews and audits as may be necessary or appr
determine
whether the recipient has carried out its activitie
applicable, its housing assistance plan in a timely
the
recipient has carried out those activities and its
accordance with the requirements and the primary ob
and with other applicable laws, and whether the rec
continuing capacity to carry out those activities i

(2) Urban Devel oprment Action
Section 119(g) of the Act requires the Secretary, a
annual
basis, to make such reviews and audits of recipient
Devel oprment Action Grants as necessary to determine whether th
recipient's progress in carrying out the approved a
substantially in accordance with the recipient's ap
timetables.

(b) Performance review procedures. This paragra
review procedures the Department will use in conduc
performance
reviews required by sections 104(e) and 119(g) of t

(1) The Department will determine the performan
entitlement and
with section 104(e)(1) of the Act by reviewing for
requirements described in Sec. 570.901 and by apply
criteria described in Sec. Sec. 570.902 and 570.903
carrying
out activities and, where applicable, the housing a
timely manner. The review criteria in Sec. 570.904
assist in determining if the recipient's program is
in
compliance with civil rights requirements.

(2) The Department will review UDAG projects an
determine whether such projects and activities are
substantially in accordance with the recipient's ap
schedules. The Department will also review to deter
recipient
has carried out its UDAG program in accordance with
requirements of the G ant Agreement and with all applicable
requirements
of this part.

(3) In conducting performance reviews,

rwise noted.

mentand HUD-
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s, and where
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information obtained from the recipient's performan
maintained, findings from monitoring, grantee and s
audits and surveys conducted by the

ce report, records
ubrecipient audits,

HUD Inspector General, and

line of credit

financial

data regarding the amount of funds remaining in the

plus

program income. HUD may also consider relevant information pertaining
to

a recipient's performance gained from other sources
litigation, citizen comments, and other information
concerning the recipient. A recipient's failure to
the prescribed manner may result in a finding that
failed to meet the applicable requirement to which
pertains.
4) If HUD determines that a recipient has not met a civil ri
review criterion in Sec. 570.904, the recipient wil
opportunity to demonstrate that it has nonetheless
civil rights requirement.
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) If
program requirement or has failed to meet a perform
Sec. 570.902 or Sec. 570.903,
opportunity to provide additional information conce

(6) If, after considering any additional inform
a
recipient, HUD determines to uphold the finding,
recipient to undertake appropriate corrective or re
specified in Sec. 570.910.
as described in Sec. 570.905 prior to selecting the
remedial actions.

(7) If the recipient fails to undertake appropr
remedial actions which resolve the deficiency to th
the
Secretary, the Secretary may impose a sanction purs
570.911, 570,912, or 570.913, as applicable.

[53 FR 34466, Sept. 6, 1988, as amended at 60 FR 56

Sec. 570.901 Review for compliance with the primar
objectives and other program requirements

HUD will review each entitlement and
recipient's program to determine if the recipient h
activities and certifications in compliance with:

(a) The requirement described at Sec. 570.200(a
consistent with the primary objective of the Act, n
percent of the aggregate amount of CDBG funds recei
recipient
shall be used over the period specified in its cert
activities that benefit low and moderate income per

(b) The requirement described at Sec. 570.200(a
assisted activity meets the criteria for one or mor
objectives described at Sec. 570.208;

(c) All other activity eligibility requirements
C

HUD finds that a recipient has failed to comply with a

, including
provided by or
maintain records in
the recipient has
the record

ghts

| be provided an
met the applicable

ance criterion in

HUD will give the recipient an

rning the finding.
ation submitted by

HUD may advise the

medial actions as

HUD will consider the recipient's capacity

corrective or

iate corrective or
e satisfaction of

uant to Sec.

917, Nov. 9, 1995]

y and national

HUD-administered small cities

as carried out its

)(3) that,
ot less than 70
ved by the

ification for

sons;

)(2) that each CDBG
e of the national

defined in subpart



of this part;
(d) For entitlement grants only, the submission
CFR part 91 and the displacement policy requirement

requirements of 24
s at Sec. 570.606;

(e) For HUD-administered small cities grants only, the citizen

participation requirements at Sec. 570.431, the ame

ndment requirements

at Sec. 570.427 (New York HUD-administered small cities) or Sec.
570.430(f) (Hawaii HUD-administered small cities), and the

displacement
policy requirements of Sec. 570.606;

(f) The gr ant administration requirements described in subpart J

(g) Other applicable laws and program requireme
subpart K; and

(h) Where applicable, the requirements pertaini
guarantees
(subpart M) and urban renewal completions (subpart

[53 FR 34466, Sept. 6, 1988, as amended at 60 FR 19

60
FR 56917, Nov. 9, 1995]

Sec. 570.902 Review to determine if CDBG funded ac

carried out in a timely manner.

HUD will review the performance of each entitlement an

administered small cities recipient to determine wh

recipient

is carrying out its CDBG assisted activities in a t
(a) Entitlement recipients. (1) Before the fund

annual grant and absent contrary evidence satisfactory to

will
consider an entitlement recipient to be failing to
activities in a timely manner if:

(i) Sixty days prior to the end of the grantee’

nts described in
ng to loan
N).

17, Jan. 5, 1995;

tivities are being

d HUD-
ether each
imely manner.
ing of the next

HUD, HUD
carry out its CDBG

S current program

year, the amount of entitlement gr ant funds available to the recipient
under grant agreements but undisbursed by the U.S. Treasury is more
than
1.5 times the entitlement gr ant amount for its current program year,;
and
(ii) The grantee fails to demonstrate to HUD's satisfaction that

the
lack of timeliness has resulted from factors beyond
reasonable control.

(2) Notwithstanding that the amount of funds in
indicates that the recipient is carrying out its ac
timely
manner pursuant to paragraph (a)(1) of this section
that the recipient is not carrying out its activiti
manner
if:

(i) The amount of CDBG program income the recip
days prior to the end of its current program year,
amount of
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funds in its CDBG line of credit, exceeds 1.5 times
gr ant amount for its current program year; and

the grantee's

the line of credit
tivities in a

,  HUD may determine
es in a timely
ient has on hand 60

together with the

the entitlement



(ii) The grantee fails to demonstrate to
the
lack of timeliness has resulted from factors beyond
reasonable control.

(3) In determining the appropriate corrective a
respect to a

HUD's satisfaction that

the grantee's

ction to take with

HUD determination that a recipient is not carrying out

s (a)(2) or (a)(2)

its

activities in a timely manner pursuant to paragraph

of

this section, HUD will consider the likelihood that the recipient wi

expend a sufficient amount of funds over the next p
reduce
the amount of unexpended funds to a level that will
standard described in paragraph (a)(1) of this sect
measures the grantee's timeliness performance. For
will take into account the extent to which funds on
obligated by the recipient and its subrecipients fo
activities
at the time the finding is made and other relevant
(b) HUD-administered Small Cities program. The Department
absent substantial evidence to the contrary, consid
administered small cities recipient is carrying out
activities in a timely manner if the schedule for ¢
activities as contained in the approved application
amendment, is being substantially met.

[53 FR 34466, Sept. 6, 1988, as amended at 60 FR 56

Sec. 570.903 Review to determine if the recipient
consolidated plan responsibilities.

The consolidated plan, action plan, and amendme
requirements referred to in this section are in 24

(a) Review timing and purpose.
plan
performance of each entitlement and Hawaii
cities
gr ant recipient prior to acceptance of a
certification under 24 CFR 91.225(b)(3) to determin
recipient followed its
recently completed program year, and whether activi
CDBG funds during that period were consistent with
plan, except that grantees are not bound by the con
respect to the use or distribution of CDBG funds to
communi ty devel opnent needs.

(b) Following a consolidated plan. The recipien

considered
to be following its consolidated plan if it has tak
planned
actions described in its action plan. This includes
limited
to:

(1) Pursuing all resources that the grantee ind
pursue;

(2) Providing certifications of consistency, wh
o]

by applicants for

rogram year to

fall within the
ion when
these purposes,
hand have been

r specific
information.

will,
er that a HUD-

its CDBG funded
arrying out its

, Or subsequent
917, Nov. 9, 1995]
is meeting its

nt submission
CFR part 91.

HUD will review the consolidated
HUD-administered small

gr ant recipient's annual

e whether the

HUD-approved consolidated plan for the most

ties assisted with
that consolidated
solidated plan with
meet nonhousing
t will be

en all of the

, but is not

icated it would

en requested to do

HUD programs for which the grantee indicated that it

HUD next

HUD



would support application by other entities, in a f air and impatrtial
manner; and

(3) Not hindering implementation of the consoli dated plan by
action
or willful inaction.

(c) Disapproval. If HUD determines that a recipient has not met
the
criteria outlined in paragraph (b) of this section, HUD will notify
the
recipient and provide the recipient up to 45 days t 0 demonstrate to
the
satisfaction of the Secretary that it has followed its consolidated
plan.  HUD will consider all relevant circumstances and the r ecipient's
actions and lack of actions affecting the provision of assistance
covered by the consolidated plan within its jurisdi ction. Failure to
o]
demonstrate in a timely manner will be cause for HUD to find that the
recipient has failed to meet its certification. A ¢ omplete and
specific
response by the recipient shall describe:

(1) Any factors beyond the control of the recip ient that prevented
it from following its consolidated plan, and any ac tions the recipient
has taken or plans to take to alleviate such factor s; and

(2) Actions taken by the recipient, if any, bey ond those described
in the consolidated plan performance report to faci litate following
the
consolidated plan, including the effects of such ac tions.

(d) New York HUD-administered Small Cities. New York HUD-

administered
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grantees shall follow the provisions of paragraph ( b) of this section

for their abbreviated or full consolidated plan to the extent that the
provisions of paragraph (b) of this section are app licable. If the

grantee does not comply with the requirements of pa ragraph (b) of this
section, and does not provide HUD with an acceptable explanation, HUD
may decide, in accordance with the requirements of the notice of fund
availability, that the grantee does not meet thresh old requirements to
apply for a new small cities grant.

[60 FR 56918, Nov. 9, 1995]

Sec. 570.904 Equal opportunity and fair housing re view criteria.

(a) General. (1) Where the criteria in this sec tion are met, the
Department will presume that the recipient has carr ied out its CDBG-
funded program in accordance with civil rights cert ifications and
civil
rights requirements of the Act relating to equal em ployment
opportunity,
equal opportunity in services, benefits and partici pation, and is
affirmatively furthering fair housing unless:

(i) There is evidence which shows, or from whic h it is reasonable
to
infer, that the recipient, motivated by considerati ons of race, color,

religion where applicable, sex, national origin, ag e or handicap, has



treated some persons less favorably than others, or

(ii) There is evidence that a policy, practice,
of administration, although neutral on its face, op
affect adversely in a significantly disparate way t
employment or services, benefits or participation t
particular race, color, religion where applicable,
origin,
age or handicap, or fair housing to persons of a pa
color,
religion, sex, or national origin, or

(iif) Where the Secretary required a further as
Sec. 570.304 in order to accept the recipient's pri
certification, the recipient has failed to meet any

(2) In such instances, or where the review crit
section
are not met, the recipient will be afforded an oppo
evidence that it has not failed to carry out the ci
certifications and fair housing requirements of the
Secretary's
determination of whether there has been compliance
requirements will be made based on a review of the
performance, evidence submitted by the recipient, a
available evidence. The Department may also initiat
compliance
reviews under title VI of the Civil Rights Act of 1
of
the Act.

(b) Review for equal opportunity. Title VI of t
of 1964 (42 U.S.C. 2000d et seq.), and implementing
CFR part 1, together with section 109 of the Act (s
prohibit discrimination in any program or activity
in
part with funds made available under this part.

(1) Review for equal employment opportunity. Th
presume that a recipient's hiring and employment pr
carried out in compliance with its equal opportunit
and
requirements of the Act. This presumption may be re
on the totality of circumstances, there has been a
employment, promotion, or training opportunities by
person within the meaning of section 109. The exten
of
a particular race, gender, or ethnic background are
workforce may in certain circumstances be considere
complaints, performance reviews, and other informat

(2) Review of equal opportunity in services, be
participation. The Department will presume a recipi
its programs and activities in accordance with the
certifications and requirements of the Act. This pr
rebutted where, based on the totality of circumstan
a
deprivation of services, benefits, or participation
activity funded in whole or in part with
recipient to any person within the meaning of secti
to
which persons of a particular race, gender, or ethn
participate in a program or activity may in certain

standard or method
erates to deny or
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sex, national
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considered, together with complaints, performance r
information.
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(c) Fair housing review criteria. See the requi
Housing Act (42 U.S.C. 3601-20), as well as Sec. 57
sets
forth the grantee's responsibility to certify that
affirmatively
further fair housing.

(d) Actions to use minority and women's busines
Department will review a recipient's performance to
has
administered its activities funded with assistance
a
manner to encourage use of minority and women's bus
described in Executive Orders 11625, 12432 and 1213
85.36(e). In making this review, the Department wil
grantee has taken actions required under Sec. 85.36
chapter,
and will review the effectiveness of those actions
the
objectives of Sec. 85.36(e) of this chapter and the
No recipient is required by this part to attain or
particular statistical level of participation in it
activities by race, ethnicity, or gender of the con
managers.

[53 FR 34466, Sept. 6, 1988; 53 FR 41330, Oct. 21,
54 FR 37411, Sept. 9, 1989; 60 FR 1917, Jan. 5, 199
Mar.

20, 1996]

Sec. 570.905 Review of continuing capacity to carr
activities in a timely manner.

If HUD determines that the recipient has not carried out
activities and certifications in accordance with th
criteria described in Sec. 570.901 or 570.902,
further review to determine whether or not the reci
continuing capacity to carry out its activities in
making the determination, the Department will consi
extent of the recipient's performance deficiencies,
corrective
actions the recipient has undertaken and the succes
of such actions.

Sec. 570.906 Review of urban counties.

In reviewing the performance of an urban county
county accountable for the actions or failures to a
units of general local government participating in
Where the Department finds that a participating uni
failed to cooperate with the county to undertake or
undertaking an essential
activity and that such failure results, or is likel

eviews, and other

rements in the Fair
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5; 61 FR 11482,

y out CDBG funded

its CDBG
e requirements and

HUD will undertake a

pient has the

a timely manner. In
der the nature and
types of

s or likely success

,  HUD will hold the
ct of any of the

the urban county.

t of government has
assist in

communi ty devel opnent or assisted housing

y to result, in a



failure of the urban county to meet any requirement
other applicable laws, the Department may prohibit
funds made available under this part for that unit

will also consider any such failure to cooperate in
future cooperation agreement between the county and
of government described at Sec. 570.307(b)(2).

Sec. Sec. 570.907-570.909 [Reserved]
Sec. 570.910 Corrective and remedial actions.

(a) General. Consistent with the procedures des
570.900(b), the Secretary may take one or more of t
described
in paragraph (b) of this section. Such actions shal
prevent a continuation of the performance deficienc
extent possible, the adverse effects or consequence
deficiency;
and prevent a recurrence of the deficiency.

(b) Actions authorized. The following lists the
may
take in response to a deficiency identified during
recipient's performance:

(1) Issue a letter of warning advising the reci
deficiency and putting the recipient on notice that
will be taken if the deficiency is not corrected or

(2) Recommend, or request the recipient to subm
corrective actions, including the correction or rem
of
the deficiency, through such actions as:

(i) Preparing and following a schedule of actio
the affected CDBG activities, consisting of schedul
milestones necessary to implement the affected CDBG

(i) Establishing and following a management pl
responsibilities for carrying out the actions ident
(b)(2)(i) of this section;
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(iii) For entitlement recipients, canceling or
activities which are no longer feasible to implemen
deficiency and reprogramming funds from such affect
other eligible activities (pursuant to the citizen
requirements in 24 CFR part 91); or

(iv) Other actions which will serve to prevent
the
deficiency, mitigate (to the extent possible) the a
consequences of the deficiency, and prevent a recur
deficiency;

(3) Advise the recipient that a certification w
acceptable and that additional assurances will be r

(4) Advise the recipient to suspend disbursemen
deficient activity;

(5) Advise the recipient to reimburse its progr
letter
of credit in any amounts improperly expended and re
the funds in accordance with applicable requirement

of the program or

the county's use of

of government. HUD
its review of a

such included unit
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additional action
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(6) Change the method of payment to the recipie
credit basis to a reimbursement basis;

(7) In the case of claims payable to
institute collection procedures pursuant to subpart
17;
and

(8) In the case of an entitlement recipient, co
funds from a succeeding fiscal year's allocation up
corrective action by the recipient pursuant to Sec.
failure of the recipient to undertake the actions s
condition may result in a reduction, pursuant to Se
entitlement recipient's annual
granted.

[53 FR 34466, Sept. 6, 1988, as amended at 60 FR 19

Sec. 570.911 Reduction, withdrawal, or adjustment
appropriate action.

nt from a letter of

HUD or the U.S. Treasury,

B of 24 CFR part

ndition the use of
on appropriate
570.304(d). The
pecified in the
c. 570.911, of the

gr ant by up to the amount conditionally

17, Jan. 5, 1995]

ofa grant or other

(a) Opportunity for an informal consultation. P rior to a
reduction,
withdrawal, or adjustment of a gr ant or other appropriate action,
taken

pursuant to paragraph (b), (c), or (d) of this sect
shall be notified of such proposed action and given
within a prescribed time period for an informal con
(b) Entitlement grants. Consistent with the pro
in
Sec. 570.900(b), the Secretary may make a reduction
gr ant amount either for the succeeding program year or,
had
been conditioned, up to the amount that had been co
amount
of the reduction shall be based on the severity of
may be for the entire gr ant amount.
() HUD-administered small cities grants. Consistent with
procedures described in Sec. 570.900(b), the Secret
reduce or withdraw the
except that funds already expended on eligible appr
shall
not be recaptured or deducted from future grants.
(d) Urban
procedures
described in Sec. 570.900(b), the Secretary may adj
withdraw the
funds already expended on eligible approved activit
recaptured or deducted from future grants made to t

Sec. 570.912 Nondiscrimination compliance.

(a) Whenever the Secretary determines that a un
government which is a recipient of assistance under
failed
to comply with Sec. 570.602, the Secretary shall no
of
such State or chief executive officer of such unit
government of the noncompliance and shall request t

Devel oprent Action Grants. Consistent with the

ion, the recipient
an opportunity
sultation.

cedures described

in the entitlement

if the gr ant

nditioned. The
the deficiency and

the
ary may adjust,

gr ant or take other actions as appropriate,

oved activities

ust, reduce or

gr ant or take other actions as appropriate, except that

ies shall not be
he recipient.

it of general local
this part has

tify the governor

of general local
he governor or the



chief executive officer to secure compliance. If wi
period of time, not to exceed sixty days, the gover
executive officer fails or refuses to secure compli
is authorized to:

(1) Refer the matter to the Attorney General wi
that an appropriate civil action be instituted;

(2) Exercise the powers and functions provided
Civil Rights Act of 1964 (42 U.S.C. 2000d);

(3) Exercise the powers and functions provided
570.913;
or
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(4) Take such other action as may be provided b
(b) When a matter is referred to the Attorney G
paragraph (a)(1) of this section, or whenever the S

to believe that a State or a unit of general local
engaged

in a pattern or practice in violation of the provis
570.602, the Attorney General may bring a civil act
appropriate United States district court for such r
appropriate, including injunctive relief.

Sec. 570.913 Other remedies for noncompliance.

(a) Action to enforce compliance. When the Secr
enforce
the civil rights provisions of Section 109, as desc
570.602 and 24 CFR part 6, the procedures described
and 180 apply. If the Secretary finds, after reason
opportunity for hearing, that a recipient has faile
substantially with any other provisions of this par
of
this section apply. The Secretary, until he/she is
there
is no longer any such failure to comply, shall:

(1) Terminate payments to the recipient;

(2) Reduce payments to the recipient by an amou
amount of such payments which were not expended in
this
part; or

(3) Limit the availability of payments to progr
not
affected by such failure to comply.

Provided, however, that the Secretary may on du
payments at any time after the issuance of a notice
hearing pursuant to paragraph (c)(1) of this sectio
hearing and a final decision, to the extent the Sec
such action necessary to preclude the further expen
activities affected by such failure to comply.

(b) In lieu of, or in addition to, any action a
paragraph (a) of this section, the Secretary may, i
to believe that a recipient has failed to comply su
any
provision of this part;

(1) Refer the matter to the Attorney General of

thin a reasonable
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with a recommendation that an appropriate civil act
and

(2) Upon such a referral, the Attorney General
action in any United States district court having v
such
relief as may be appropriate, including an action t
amount
of the assistance furnished under this part which w
accordance with it, or for mandatory or injunctive

(c) Proceedings. When the Secretary proposes to
pursuant
to this section, the respondent is the unit of gene
government
or State receiving assistance under this part. Thes
be followed prior to imposition of a sanction descr
(a)
of this section:

(1) Notice of opportunity for hearing: The Secr
the respondent in writing of the proposed action an
opportunity
for a hearing. The notice shall:

(i) Specify, in a manner which is adequate to a
to prepare its response, allegations with respect t
comply
substantially with a provision of this part;

(ii) State that the hearing procedures are gove
rules;

(i) State that a hearing may be requested wit
receipt of the notice and the name, address and tel
the
person to whom any request for hearing is to be add

(iv) Specify the action which the Secretary pro
that the authority for this action is section 111(a

(v) State that if the respondent fails to reque
the time specified a decision by default will be re
respondent; and

(vi) Be sent to the respondent by certified mai
requested.

(2) Initiation of hearing. The respondent shall
least
10 days from receipt of the notice within which to
request for a hearing. If no request is received wi
specified, the Secretary may proceed to make a find
compliance with this part and to take the proposed

(3) Administrative Law Judge. Proceedings condu
rules
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shall be presided over by an Administrative Law Jud
as provided by section 11 of the Administrative Pro
u.s.C.

3105). The case shall be referred to the ALJ by the
time a hearing is requested. The ALJ shall promptly
of the time and place at which the hearing will be
conduct a fair and impartial hearing and take all a

ion be instituted;

may bring a civil
enue thereof for

o recover the

as not expended in
relief;
take action

ral local

e procedures are to
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d of the
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action.
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avoid delay in the disposition of proceedings and t
The

ALJ shall have all powers necessary to those ends,
limited to the power to:

(i) Administer oaths and affirmations;

(ii) Issue subpoenas as authorized by law;

(i) Rule upon offers of proof and receive rel

(iv) Order or limit discovery prior to the hear
interests
of justice may require;

(v) Regulate the course of the hearing and the
parties and their counsel;

(vi) Hold conferences for the settlement or sim
issues by consent of the parties;

(vii) Consider and rule upon all procedural and
appropriate in adjudicative proceedings; and

(viii) Make and file initial determinations.

(4) Ex parte communications. An ex parte commun
communication with an ALJ, direct or indirect, oral
concerning the merits or procedures of any pending
made by a party in the absence of any other party.
communications are prohibited except where the purp
the communication have been disclosed in advance or
all parties, or the communication is a request for
concerning the status of the case. Any ALJ who rece
communication which the ALJ knows or has reason to
unauthorized shall promptly place the communication
in all files and shall furnish copies to all partie
parte communications shall not be taken into consid
any matter in issue.

(5) The hearing. All parties shall have the rig
represented
at the hearing by counsel. The ALJ shall conduct th
expeditious manner while allowing the parties to pr
written evidence which tends to support their respe
but
the ALJ shall exclude irrelevant, immaterial or und
evidence. The Department has the burden of proof in
preponderance of the evidence that the respondent f
substantially with a provision of this part. Each p
allowed
to cross-examine adverse witnesses and to rebut and
evidence presented by the other party. Hearings sha
public. So far as the orderly conduct of the hearin
interested
persons other than the parties may appear and parti
hearing.

(6) Transcripts. Hearing shall be recorded and
a
reporter under the supervision of the ALJ. The orgi
shall
be a part of the record and shall constitute the so
transcript. Respondents and the public, at their ow
obtain
copies of the transcript.

(7) The ALJ's decision. At the conclusion of th
shall give the parties a reasonable opportunity to

0 maintain order.
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evant evidence;
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conduct of the
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other motions
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findings and conclusions and supporting reasons the
days

after the conclusion of the hearing, the ALJ shall
decision which includes a statement of findings and
the

reasons or basis therefor, on all the material issu
discretion presented on the record and the appropri
denial thereof. The decision shall be based on cons
whole record or those parts thereof cited by a part
and in accordance with the reliable, probative, and
evidence. A copy of the decision shall be furnished
immediately by certified mail, return receipt reque
include a notice that any requests for review by th
made in writing to the Secretary within 30 days of
decision.
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(8) The record. The transcript of testimony and
with the decision of the ALJ and all papers and req
proceeding, constitutes the exclusive record for de
payment of its reasonable cost, shall be made avail
parties.

After reaching his/her initial decision, the ALJ sh
complete record and forward the record to the Secre
(9) Review by the Secretary. The decision by th

constitute the final decision of the Secretary unle
after the receipt of the decision, either the respo
Assistant Secretary for
exception and request for review by the Secretary.
must transmit simultaneously to the Secretary and t
request for review and the basis of the party's exc
findings of the ALJ. The other party shall be allow
receipt of the exception to provide the Secretary a
party with a written reply. The Secretary shall the

of the case, including the exceptions and the reply
such review, the Secretary shall issue a written de
including a statement of the reasons or basis there
modifying or revoking the decision of the ALJ. The
decision

shall be made and transmitted to the parties within
decision of the ALJ was furnished to the parties.

(10) Judicial review. The respondent may seek j
the
Secretary's decision pursuant to section 111(c) of

[53 FR 34466, Sept. 6, 1988, as amended at 64 FR 38

Appendix A to Part 570--Guidelines and Objectives f
Project
Costs and Financial Requirement

I. Guidelines and Obijectives for Evaluating Pro
Financial Requirements.
that
are designed to provide the recipient with a framew
underwriting and selecting CDBG-assisted economic
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or Evaluating
s

ject Costs and

HUD has developed the following guidelines

ork for financially

devel opnent projects



which are financially viable and will make the most
the
CDBG funds. The use of these underwriting guideline
HUD
is not mandatory. However, grantees electing not to
underwriting guidelines would be expected to conduc
underwriting prior to the provision of CDBG financi
for-profit business. States electing not to use the
guidelines would be expected to ensure that the sta
general local government conduct basic financial un
the provision of CDBG financial assistance to a for

Il. Where appropriate,
that
different levels of review are appropriate to take
differences in the size and scope of a proposed pro
case
of a microenterprise or other small business to tak
differences in the capacity and level of sophistica
businesses
of differing sizes.

lll. Recipients are encouraged, when they devel
programs
and underwriting criteria, to also take these facto
For
example, a recipient administering a program provid
assistance to small businesses might choose to appl
guidelines to the technical assistance program as a
to each instance of assistance to a business. Given
dollar value of such a program, a recipient might ¢
evaluation to factors such as the extent of need fo
assistance by the target group of businesses and th
this type of assistance is already available.

IV. The objectives of the underwriting guidelin

(1) that project costs are reasonable;

(2) that all sources of project financing are ¢

(3) that to the extent practicable, CDBG funds
for non-Federal financial support;

(4) that the project is financially feasible;

(5) that to the extent practicable, the return
equity
investment will not be unreasonably high; and

(6) that to the extent practicable, CDBG funds
pro rata basis with other finances provided to the

i. Project costs are reasonable. i. Reviewing ¢
reasonableness is important. It will help the recip
providing
either too much or too little CDBG assistance for t
project.
Therefore, it is suggested that the grantee obtain
project costs and that each cost element making up
reviewed for reasonableness. The amount of time and
recipient expends evaluating the reasonableness of
should
be commensurate with its cost. For example, it woul
for
an experienced reviewer looking at a cost element o

effective use of
s as published by

use these

t basic financial
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te or units of
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$10,000 to judge the reasonableness of that cost ba
knowledge and common sense. For a cost element in e
it

would be more appropriate for the reviewer to compa
with a third-party, fair-market price quotation for
Third-party price quotations may also be used by a
determine the reasonableness of cost elements below
reviewer evaluates projects infrequently or if the
experienced in cost estimations. If a recipient doe
party

price quotations to verify cost elements, then the

need

to conduct its own cost analysis using appropriate
manuals or services.

ii. The recipient should pay particular attenti
element of the project that will be carried out thr
length transaction. A non-arms-length transaction o
entity
implementing the CDBG assisted activity procures go
from
itself or from another party with whom there is a f
or
family relationship. If abused, non-arms-length tra
misrepresent the true cost of the project.

2. Commitment of all project sources of financi
should review all projected sources of financing ne
out

sed upon his or her
xcess of $10,000,

re the cost element
that cost element.
reviewer to help
$10,000 when the
reviewer is less

s not use third-
recipient would
cost estimating

on to any cost
ough a non-arms-
ccurs when the
ods or services
inancial interest

nsactions

ng. The recipient
cessary to carry

the economic devel opnment project. This is to ensure that time and

effort

is not wasted on assessing a proposal that is not a
the extent practicable, prior to the commitment of
project, the recipient should verify that: sufficie
have been identified to finance the project; all pa
providing those funds have affirmed their intention
available; and the participating parties have the f
to

provide the funds.

3. Avoid substitution of CDBG funds for non-Fed
support. i. The recipient should review the economi
project
to ensure that, to the extent practicable, CDBG fun
to substantially reduce the amount of non-Federal f
for
the activity. This will help the recipient to make
use of its CDBG funds for economic
determination, the recipient's reviewer would condu
underwriting analysis of the project, including rev
projections of revenues, expenses, debt service and
investments in the project. The extent of this revi
appropriate for the size and complexity of the proj
industry standards for similar projects, taking int
unique
factors of the project such as risk and location.

ii. Because of the high cost of underwriting an
many private financial lenders do not finance comme

ble to proceed. To
CDBG funds to the
nt sources of funds
rticipating parties
to make the funds
inancial capacity

eral financial
¢ devel opnent

ds will not be used
inancial support

the most efficient

devel opnent . To reach this

ct a financial

iews of appropriate
returns on equity
ew should be

ect and should use
0 account the

d processing loans,
rcial projects that



are less than $100,000. A recipient should familiar
lending practices of the financial institutions in
the
project's total cost is one that would normally fal
that financial institutions participate, then the r
normally determine the following:

A. Private debt financing--whether or not the p
private,
for-profit business (or other entity having an equi
applied for private debt financing from a commercia
institution
and whether that institution has completed all of i
underwriting and loan approval actions resulting in
commitment of its funds or a decision not to partic
project;
and

B. Equity participation--whether or not the deg
participation is reasonable given general industry
of return on equity for similar projects with simil
the financial capacity of the entrepreneur(s) to ma
financial investments.

iii. If the recipient is assisting a microenter
low-
or moderate-income person(s), in conducting its rev
paragraph, the recipient might only need to determi
sources of financing are not available (at terms ap

ize itself with the
its comunity.If

| within the range
ecipient should

articipating

ty interest) has
I lending

ts financial
either a firm
ipate in the

ree of equity
standards for rates
ar risks and given
ke additional

prise owned by a
iew under this

ne that non-Federal
propriate for such

financing) in the conmmuni t y to serve the low- or moderate-income

entrepreneur.

4. Financial feasibility of the project. i. The
grantee expects to derive from the CDBG assisted pr
of
separate regulatory standards) will not materialize
not financially feasible. To determine if there is
for the project's success, the recipient should eva
viability of the project. A project would be consid
viable if all of the assumptions about the project'
sales
levels, growth potential, projections of revenue, p
debt service (including repayment of the CDBG assis
appropriate)
were determined to be realistic and met the project
(which is generally the point at which all revenues
expenses). Generally speaking, an economic
does
not reach this break-even point over time is not fi
The following should be noted in this regard:

A. some projects make provisions for a negative
early years of the project while space is being lea
volume built up, but the project's projections shou
factors
into account and provide sources of financing for s
flow; and

B. it is expected that a financially viable pro
project sufficient revenues to provide a reasonable
investment. The recipient should carefully examine
not economically

public benefit a
oject (the subject

if the project is

a reasonable chance
luate the financial
ered financially

s market share,

roject expenses and
tance if

's break-even point
are equal to all

devel opnent project that

nancially feasible.

cash flow in the
sed up or sales
Id take these

uch negative cash
ject will also
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any project that is
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able to provide a reasonable return on equity inves
circumstances, a business may be overstating its re
investment

(actual costs of the project may be overstated as w
overstating some of the project's operating expense
expectation

that the difference will be taken out as profits, o

be

overly pessimistic in its market share and revenue
downplayed its profits.

ii. In addition to the financial underwriting r
earlier, the recipient should evaluate the experien
the assisted business owners to manage an assisted
the projections. Based upon its analysis of these f
recipient
should identify those elements, if any, that pose t
contributing to the project's lack of financial fea

5. Return on equity investment. To the extent p
CDBG
assisted activity should provide not more than a re
investment to the owner of the assisted activity. T
ensure
that the grantee is able to maximize the use of its

tment. Under such
al equity

ell), or it may be
s in the

r the business may
projections and has
eviews carried out
ce and capacity of
business to achieve
actors, the

he greatest risks
sibility.

racticable, the

asonable return on
his will help

CDBG funds for its

economic devel oprent objectives. However, care should also be taken to

avoid the situation where the owner is likely to re
return on his/her investment, so that his/her motiv

to

pursue the business with vigor. The amount, type an
assistance should be adjusted to allow the owner a
on

his/her investment given industry rates of return f
local conditions and the risk of the project.

6. Disbursement of CDBG funds on a pro rata bas
practicable, CDBG funds used to finance economic
activities
should be disbursed on a pro rata basis with other
Recipients should be guided by the principle of not
at significantly greater risk than non-CDBG funds.
avoid
the situation where it is learned that a problem ha
will
bl ock the completion of the project, even though all or
CDBG
funds going in to the project have already been exp
happens, a recipient may be put in a position of ha
additional financing to complete the project or wat
loss
of its funds if the project is not able to be compl
recipient determines that it is not practicable to
on a pro rata basis, the recipient should consider
to
safeguard CDBG funds in the event of a default, suc
securitizing assets of the project.

[60 FR 1953, Jan. 5, 1995]
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