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training programs (such as those re-
lated to the CETA program) or job re-
cruiting services for the pocket’s resi-
dents, then such proposed activities 
must be clearly and fully explained. 
HUD requires applicants to ensure that 
at least 75 percent of whatever perma-
nent jobs initially result from the 
project are provided to low- and mod-
erate-income persons and that at least 
51 percent of whatever permanent jobs 
initially result from the project are 
provided to low- and moderate-income 
residents from the pocket. HUD en-
courages applicants to ensure that at 
least 20 percent of all permanent jobs 
are filled by persons from the pocket 
qualified to participate in the CETA 
program on a continuous basis. HUD 
requires all applicants to continuously 
use best efforts to ensure that at least 
75 percent of all permanent jobs result-
ing from any Action Grant-assisted 
project are provided to low- and mod-
erate-income persons and that at least 
51 percent of all permanent jobs result-
ing from any Action Grant-assisted 
project are provided to low- and mod-
erate-income residents from the pock-
et. The application should clearly de-
scribe how the applicant intends to 
meet initial and continuous job re-
quirements. Private participating par-
ties must meet these employment re-
quirements in the aggregate. To enable 
the private participants to do so, lease 
agreements executed by a private par-
ticipating party shall include: 

(a) Provisions requiring lessees to 
follow hiring practices that the private 
participating party has determined will 
enable it to meet these requirements in 
the aggregate; and 

(b) Provisions that will enable the 
private participating party to declare a 
default under the lease agreement if 
the lessees do not follow such prac-
tices. 

[61 FR 11476, Mar. 20, 1996] 

Subpart H [Reserved] 

Subpart I—State Community De-
velopment Block Grant Pro-
gram 

SOURCE: 57 FR 53397, Nov. 9, 1992, unless 
otherwise noted. 

§ 570.480 General. 

(a) This subpart describes policies 
and procedures applicable to states 
that have permanently elected to re-
ceive Community Development Block 
Grant (CDBG) funds for distribution to 
units of general local government in 
the state’s nonentitlement areas under 
the Housing and Community Develop-
ment Act of 1974, as amended (the Act). 
Other subparts of part 570 are not ap-
plicable to the State CDBG program, 
except as expressly provided otherwise. 
Regulations of part 570 outside of this 
subpart that apply to the State CDBG 
program include §§ 570.200(j) and 570.606. 

(b) HUD’s authority for the waiver of 
regulations and for the suspension of 
requirements to address damage in a 
Presidentially-declared disaster area is 
described in 24 CFR part 5 and in sec-
tion 122 of the Act, respectively. 

(c) In exercising the Secretary’s obli-
gation and responsibility to review a 
state’s performance, the Secretary will 
give maximum feasible deference to 
the state’s interpretation of the statu-
tory requirements and the require-
ments of this regulation, provided that 
these interpretations are not plainly 
inconsistent with the Act and the Sec-
retary’s obligation to enforce compli-
ance with the intent of the Congress as 
declared in the Act. The Secretary will 
not determine that a state has failed to 
carry out its certifications in compli-
ance with requirements of the Act (and 
this regulation) unless the Secretary 
finds that procedures and requirements 
adopted by the state are insufficient to 
afford reasonable assurance that ac-
tivities undertaken by units of general 
local government were not plainly in-
appropriate to meeting the primary ob-
jectives of the Act, this regulation, and 
the state’s community development ob-
jectives. 

(d) Administrative action taken by 
the Secretary that is not explicitly and 
fully part of this regulation shall only 
apply to a specific case or issue at a 
specific time, and shall not be gen-
erally applicable to the state-adminis-
tered CDBG program. 

(e) Religious organizations are eligi-
ble to participate under the State 
CDBG Program as provided in 
§ 570.200(j). 
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(f) In administering the CDBG pro-
gram, a state may impose additional or 
more restrictive provisions on units of 
general local government participating 
in the state’s program, provided that 
such provisions are not inconsistent 
with the Act or other statutory or reg-
ulatory provisions that are applicable 
to the State CDBG program. 

(g) States shall make CDBG program 
grants only to units of general local 
government. This restriction does not 
limit a state’s authority to make pay-
ments to other parties for state admin-
istrative expenses and technical assist-
ance activities authorized in section 
106(d) of the Act. 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 11477, Mar. 20, 1996; 61 FR 54921, Oct. 22, 
1996; 69 FR 41718, July 9, 2004; 77 FR 24142, 
Apr. 23, 2012] 

§ 570.481 Definitions. 
(a) Except for terms defined in appli-

cable statutes or this subpart, the Sec-
retary will defer to a state’s defini-
tions, provided that these definitions 
are explicit, reasonable and not plainly 
inconsistent with the Act. As used in 
this subpart, the following terms shall 
have the meaning indicated: 

(1) Act means title I of the Housing 
and Community Development Act of 
1974 (42 U.S.C. 5301 et seq.). 

(2) CDBG funds means Community 
Development Block Grant funds, in the 
form of grants under this subpart and 
program income, and loans guaranteed 
under section 108 of the Act. 

(b) [Reserved] 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 5209, Feb. 9, 1996; 74 FR 36389, July 22, 
2009] 

§ 570.482 Eligible activities. 
(a) General. The choice of activities 

on which block grant funds are ex-
pended represents the determination 
by state and local participants, devel-
oped in accordance with the state’s 
program design and procedures, as to 
which approach or approaches will best 
serve these interests. The eligible ac-
tivities are listed at section 105(a) of 
the Act. 

(b) Special assessments under the CDBG 
program. The following policies relate 
to special assessments under the CDBG 
program: 

(1) Public improvements initially as-
sisted with CDBG funds. Where CDBG 
funds are used to pay all or part of the 
cost of a public improvement, special 
assessments may be imposed as fol-
lows: 

(i) Special assessments to recover the 
CDBG funds may be made only against 
properties owned and occupied by per-
sons not of low and moderate income. 
These assessments constitute program 
income. 

(ii) Special assessments to recover 
the non-CDBG portion may be made, 
provided that CDBG funds are used to 
pay the special assessment in behalf of 
all properties owned and occupied by 
low and moderate income persons; ex-
cept that CDBG funds need not be used 
to pay the special assessments in be-
half of properties owned and occupied 
by moderate income persons if, when 
permitted by the state, the unit of gen-
eral local government certifies that it 
does not have sufficient CDBG funds to 
pay the assessments in behalf of all of 
the low and moderate income owner- 
occupant persons. Funds collected 
through such special assessments are 
not program income. 

(2) Public improvements not initially as-
sisted with CDBG funds. CDBG funds 
may be used to pay special assessments 
levied against property when this form 
of assessment is used to recover the 
capital cost of eligible public improve-
ments initially financed solely from 
sources other than CDBG funds. The 
payment of special assessments with 
CDBG funds constitutes CDBG assist-
ance to the public improvement. 
Therefore, CDBG funds may be used to 
pay special assessments, provided that: 

(i) The installation of the public im-
provements was carried out in compli-
ance with requirements applicable to 
activities assisted under this subpart, 
including labor, environmental and cit-
izen participation requirements; 

(ii) The installation of the public im-
provement meets a criterion for na-
tional objectives. (See § 570.483(b)(1), 
(c), and (d).) 

(iii) The requirements of 
§ 570.482(b)(1)(ii) are met. 

(c) Special eligibility provisions. (1) Mi-
croenterprise development activities 
eligible under section 105(a)(23) of the 
Housing and Community Development 
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Act of 1974, as amended (42 U.S.C. 5301 
et seq.) (the Act) may be carried out ei-
ther through the recipient directly or 
through public and private organiza-
tions, agencies, and other subrecipients 
(including nonprofit and for-profit sub-
recipients). 

(2) Provision of public services. The fol-
lowing activities shall not be subject to 
the restrictions on public services 
under section 105(a)(8) of the Act: 

(i) Support services provided under 
section 105(a)(23) of the Act, and para-
graph (c) of this section; 

(ii) Services carried out under the 
provisions of section 105(a)(15) of the 
Act, that are specifically designed to 
increase economic opportunities 
through job training and placement 
and other employment support serv-
ices, including, but not limited to, peer 
support programs, counseling, child 
care, transportation, and other similar 
services; and 

(iii) Services of any type carried out 
under the provisions of section 
105(a)(15) of the Act pursuant to a 
strategy approved by a state under the 
provisions of § 91.315(e)(2) of this title. 

(3) Environmental cleanup and eco-
nomic development or redevelopment 
of contaminated properties. Remedi-
ation of known or suspected environ-
mental contamination may be under-
taken under the authority of section 
205 of Public Law 105–276 and section 
105(a)(4) of the Act. Economic develop-
ment activities carried out under sec-
tions 105(a)(14), (a)(15), or (a)(17) of the 
Act may include costs associated with 
project-specific assessment or remedi-
ation of known or suspected environ-
mental contamination. 

(d) [Reserved] 
(e) Guidelines and objectives for evalu-

ating project costs and financial require-
ments—(1) Applicability. The following 
guidelines, also referred to as the un-
derwriting guidelines, are provided to 
assist the recipient to evaluate and se-
lect activities to be carried out for eco-
nomic development purposes. Specifi-
cally, these guidelines are applicable to 
activities that are eligible for CDBG 
assistance under section 105(a)(17) of 
the Act, economic development activi-
ties eligible under section 105(a)(14) of 
the Act, and activities that are part of 
a community economic development 

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 ex-
pected to ensure that the state or units 
of general local government conduct 
basic financial underwriting prior to 
the provision of CDBG financial assist-
ance to a for-profit business. 

(2) Objectives. The underwriting 
guidelines are designed to provide the 
recipient with a framework for finan-
cially underwriting and selecting 
CDBG-assisted economic development 
projects which are financially viable 
and will make the most effective use of 
the CDBG funds. Where appropriate, 
HUD’s underwriting guidelines recog-
nize that different levels of review are 
appropriate to take into account dif-
ferences in the size and scope of a pro-
posed project, and in the case of a mi-
croenterprise or other small business 
to take into account the differences in 
the capacity and level of sophistication 
among businesses of differing sizes. Re-
cipients are encouraged, when they de-
velop their own programs and under-
writing criteria, to also take these fac-
tors into account. These underwriting 
guidelines are published as appendix A 
to this part. The objectives of the un-
derwriting guidelines are to ensure: 

(i) That project costs are reasonable; 
(ii) That all sources of project financ-

ing are committed; 
(iii) That to the extent practicable, 

CDBG funds are not substituted for 
non-Federal financial support; 

(iv) That the project is financially 
feasible; 

(v) That to the extent practicable, 
the return on the owner’s equity in-
vestment will not be unreasonably 
high; and 

(vi) That to the extent practicable, 
CDBG funds are disbursed on a pro rata 
basis with other finances provided to 
the project. 

(f) Standards for evaluating public ben-
efit—(1) Purpose and applicability. The 
grantee is responsible for making sure 
that at least a minimum level of public 
benefit is obtained from the expendi-
ture of CDBG funds under the cat-
egories of eligibility governed by these 
standards. The standards set forth 
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below identify the types of public ben-
efit that will be recognized for this pur-
pose and the minimum level of each 
that must be obtained for the amount 
of CDBG funds used. These standards 
are applicable to activities that are eli-
gible for CDBG assistance under sec-
tion 105(a)(17) of the Act, economic de-
velopment activities eligible under sec-
tion 105(a)(14) of the Act, and activities 
that are part of a community economic 
development project eligible under sec-
tion 105(a)(15) of the Act. Certain pub-
lic facilities and improvements eligible 
under section 105(a)(2) of the Act, 
which are undertaken for economic de-
velopment purposes, are also subject to 
these standards, as specified in 
§ 570.483(b)(4)(vi)(F)(2). Unlike the 
guidelines for project costs and finan-
cial requirements covered under para-
graph (a) of this section, the use of the 
standards for public benefit is manda-
tory. 

(2) Standards for activities in the aggre-
gate. Activities covered by these stand-
ards must, in the aggregate, either: 

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

(ii) Provide goods or services to resi-
dents of an area, such that the number 
of low- and moderate-income persons 
residing in the areas served by the as-
sisted businesses amounts to at least 
one low- and moderate-income person 
per $350 of CDBG funds used. 

(3) Applying the aggregate standards. 
(i) A state shall apply the aggregate 
standards under paragraph (e)(2) of this 
section to all funds distributed for ap-
plicable activities from each annual 
grant. This includes the amount of the 
annual grant, any funds reallocated by 
HUD to the state, any program income 
distributed by the state and any guar-
anteed loan funds made under the pro-
visions of subpart M of this part cov-
ered in the method of distribution in 
the final statement for a given annual 
grant year. 

(ii) The grantee shall apply the ag-
gregate standards 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 
the time funds are obligated to activi-
ties. 

(iii) Where an activity is expected 
both to create 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 
jobs standard or the area residents 
standard, but not both. 

(iv) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 
support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the aggregate stand-
ards. 

(v) Any activity subject to these 
standards which meets one or more of 
the following criteria may, at the 
grantee’s option, be excluded from the 
aggregate standards described in para-
graph (f)(2) of this section: 

(A) Provides jobs exclusively for un-
employed persons 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 (AFDC); 

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

(C) Provides jobs predominantly for 
homeless persons; 

(D) Provides jobs predominantly for 
low-skilled, low- and moderate-income 
persons, where the business agrees to 
provide clear opportunities for pro-
motion and economic advancement, 
such as through the provision of train-
ing; 

(E) Provides jobs predominantly for 
persons residing within a census tract 
(or block numbering area) that has at 
least 20 percent of its residents who are 
in poverty; 

(F) Provides assistance to busi-
ness(es) that operate(s) within a census 
tract (or block numbering area) that 
has at least 20 percent of its residents 
who are in poverty; 

(G) Stabilizes or revitalizes a neigh-
borhood income that has at least 70 
percent of its residents who are low- 
and moderate-income; 
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(H) Provides assistance to a Commu-
nity Development Financial Institu-
tion (as defined in the Community De-
velopment Banking and Financial In-
stitutions Act of 1994, (12 U.S.C. 4701 
note)) serving an area that has at least 
70 percent of its residents who are low- 
and moderate-income; 

(I) Provides assistance to an organi-
zation eligible to carry out activities 
under section 105(a)(15) of the Act serv-
ing an area that has at least 70 percent 
of its residents who are low- and mod-
erate-income; 

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

(K) With prior HUD approval, pro-
vides substantial benefit to low-income 
persons through other innovative ap-
proaches; 

(L) Provides services to the residents 
of an area pursuant to a strategy ap-
proved by the State under the provi-
sions of § 91.315(e)(2) of this title; 

(M) Creates or retains jobs through 
businesses assisted in an area pursuant 
to a strategy approved by the State 
under the provisions of § 91.315(e)(2) of 
this title. 

(N) Directly involves the economic 
development or redevelopment of envi-
ronmentally contaminated properties. 

(4) Standards for individual activities. 
Any activity subject to these standards 
which falls into one or more of the fol-
lowing categories will be considered by 
HUD to provide insufficient public ben-
efit, and therefore may under no cir-
cumstances be assisted with CDBG 
funds: 

(i) The amount of CDBG assistance 
exceeds either of the following, as ap-
plicable: 

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

(B) $1,000 per low- and moderate-in-
come person to which goods or services 
are provided by the activity. 

(ii) The activity consists of or in-
cludes any of the following: 

(A) General promotion of the commu-
nity as a whole (as opposed to the pro-
motion of specific areas and programs); 

(B) Assistance to professional sports 
teams; 

(C) Assistance to privately-owned 
recreational facilities that serve a pre-
dominantly higher-income clientele, 
where the recreational benefit to users 
or members clearly outweighs employ-
ment or other benefits to low- and 
moderate-income persons; 

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

(E) Assistance to a for-profit business 
while that business or any other busi-
ness owned by the same person(s) or 
entity(ies) is the subject of unresolved 
findings of noncompliance relating to 
previous CDBG assistance provided by 
the recipient. 

(5) Applying the individual activity 
standards. (i) Where an activity is ex-
pected both to create or retain jobs and 
to provide goods or services to resi-
dents of an area, it will be disqualified 
only if the amount of CDBG assistance 
exceeds both of the amounts in para-
graph (f)(4)(i) of this section. 

(ii) The individual activity tests in 
paragraph (f)(4)(i) of this section shall 
be applied to the number of jobs to be 
created or retained, or to the number 
of persons residing in the area served 
(as applicable), as determined at the 
time funds are obligated to activities. 

(iii) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 
support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the individual activ-
ity standards in paragraph (f)(4)(i) of 
this section. 

(6) Documentation. The state and its 
grant recipients must maintain suffi-
cient records to demonstrate the level 
of public benefit, based on the above 
standards, that is actually achieved 
upon completion of the CDBG-assisted 
economic development activity(ies) 
and how that compares to the level of 
such benefit anticipated when the 
CDBG assistance was obligated. If a 
state grant recipient’s actual results 
show a pattern of substantial variation 
from anticipated results, the state and 
its recipient are expected to take those 
actions reasonably within their respec-
tive control to improve the accuracy of 
the projections. If the actual results 
demonstrate that the state has failed 
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the public benefit standards, HUD may 
require the state to meet more strin-
gent standards in future years as ap-
propriate. 

(g) Amendments to economic develop-
ment projects after review determinations. 
If, after the grantee enters into a con-
tract to provide assistance to a project, 
the scope or financial elements of the 
project change to the extent that a sig-
nificant contract amendment is appro-
priate, the project should be reevalu-
ated under these and the recipient’s 
guidelines. (This would include, for ex-
ample, situations where the business 
requests a change in the amount or 
terms of assistance being provided, or 
an extension to the loan payment pe-
riod required in the contract.) If a re-
evaluation of the project indicates that 
the financial elements and public ben-
efit to be derived have also substan-
tially changed, then the recipient 
should make appropriate adjustments 
in the amount, type, terms or condi-
tions of CDBG assistance which has 
been offered, to reflect the impact of 
the substantial change. (For example, 
if a change in the project elements re-
sults in a substantial reduction of the 
total project costs, it may be appro-
priate for the recipient to reduce the 
amount of total CDBG assistance.) If 
the amount of CDBG assistance pro-
vided to the project is increased, the 
amended project must still comply 
with the public benefit standards under 
paragraph (f) of this section. 

(h) Prohibition on use of assistance for 
employment relocation activities—(1) Pro-
hibition. CDBG funds may not be used 
to directly assist a business, including 
a business expansion, in the relocation 
of a plant, facility, or operation from 
one labor market area (LMA) to an-
other LMA if the relocation is likely to 
result in a significant loss of jobs in 
the LMA from which the relocation oc-
curs. 

(2) Definitions. The following defini-
tions apply to the section: 

(i) Directly assist. Directly assist 
means the provision of CDBG funds to 
a business pursuant to section 
105(a)(15) or (17) of the Housing and 
Community Development Act of 1974 
(42 U.S.C. 5301 et seq). Direct assistance 
also includes assistance under section 
105(a)(1), (2), (4), (7), and (14) of the 

Housing and Community Development 
Act of 1974, when the state’s grantee, 
subrecipient, or nonprofit entity eligi-
ble under section 105(a)(15) enters into 
an agreement with a business to under-
take one or more of these activities as 
a condition of the business relocating a 
facility, plant, or operation to the 
LMA. Provision of public facilities and 
indirect assistance that will provide 
benefit to multiple businesses does not 
fall under the definition of ‘‘directly 
assist,’’ unless it includes the provision 
of infrastructure to aid a specific busi-
ness that is the subject of an agree-
ment with the specific assisted busi-
ness. 

(ii) Labor market area (LMA). For 
metropolitan areas, an LMA is an area 
defined as such by the U.S. Bureau of 
Labor Statistics (BLS). An LMA is an 
economically integrated geographic 
area within which individuals can live 
and find employment within a reason-
able distance or can readily change em-
ployment without changing their place 
of residence. In addition, LMAs are 
nonoverlapping and geographically ex-
haustive. For metropolitan areas, 
grantees must use employment data, as 
defined by the BLS, for the LMA in 
which the affected business is cur-
rently located and from which current 
jobs may be lost. For non-metropolitan 
areas, grantees must use employment 
data, as defined by the BLS, for the 
LMA in which the assisted business is 
currently located and from which cur-
rent jobs may be lost. For non-metro-
politan areas, a LMA is either an area 
defined by the BLS as an LMA, or a 
state may choose to combine non-met-
ropolitan LMAs. States are required to 
define or reaffirm prior definitions of 
their LMAs on an annual basis and re-
tain records to substantiate such areas 
prior to any business relocation that 
would be impacted by this rule. Metro-
politan LMAs cannot be combined, nor 
can a non-metropolitan LMA be com-
bined with a metropolitan LMA. For 
the Insular Areas, each jurisdiction 
will be considered to be an LMA. For 
the HUD-administered Small Cities 
Program, each of the three partici-
pating counties in Hawaii will be con-
sidered to be its own LMA. Recipients 
of Fiscal Year 1999 Small Cities Pro-
gram funding in New York will follow 
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the requirements for State CDBG re-
cipients. 

(iii) Operation. A business operation 
includes, but is not limited to, any 
equipment, employment opportunity, 
production capacity, or product line of 
the business. 

(iv) Significant loss of jobs. (A) A loss 
of jobs is significant if: The number of 
jobs to be lost in the LMA in which the 
affected business is currently located is 
equal to or greater than one-tenth of 
one percent of the total number of per-
sons in the labor force of that LMA; or 
in all cases, a loss of 500 or more jobs. 
Notwithstanding the aforementioned, a 
loss of 25 jobs or fewer does not con-
stitute a significant loss of jobs. 

(B) A job is considered to be lost due 
to the provision of CDBG assistance if 
the job is relocated within three years 
from the date the assistance is pro-
vided to the business or the time period 
within which jobs are to be created as 
specified by the agreement among the 
business, the recipient, and the state 
(as applicable) if it is longer than three 
years. 

(3) Written agreement. Before directly 
assisting a business with CDBG funds, 
the recipient, subrecipient, or (in the 
case of any activity carried out pursu-
ant to 105(a)(15)) nonprofit entity shall 
sign a written agreement with the as-
sisted business. The written agreement 
shall include: 

(i) Statement. A statement from the 
assisted business as to whether the as-
sisted activity will result in the reloca-
tion of any industrial or commercial 
plant, facility, or operation from one 
LMA to another and, if so, the number 
of jobs that will be relocated from each 
LMA; 

(ii) Required certification. If the assist-
ance will not result in a relocation cov-
ered by this section, a certification 
from the assisted business that neither 
it, nor any of its subsidiaries, has plans 
to relocate jobs at the time the agree-
ment is signed that would result in a 
significant job loss as defined in this 
rule; and 

(iii) Reimbursement of assistance. The 
agreement shall provide for reimburse-
ment to the recipient of any assistance 
provided to, or expended on behalf of, 
the business in the event that assist-

ance results in a relocation prohibited 
under this section. 

(4) Assistance not covered by this para-
graph. This paragraph does not apply 
to: 

(i) Relocation assistance. Relocation 
assistance required by the Uniform As-
sistance and Real Property Acquisition 
Policies Act of 1970 (URA), (42 U.S.C. 
4601–4655); optional relocation assist-
ance under section 105(a)(11), as imple-
mented at 570.606(d); 

(ii) Microenterprises. Assistance to 
microenterprises as defined by section 
102(a)(22) of the Housing and Commu-
nity Development Act of 1974; and 

(iii) Arms-length transactions. Assist-
ance to a business that purchases busi-
ness equipment, inventory, or other 
physical assets in an arms-length 
transaction, including the assets of an 
existing business, provided that the 
purchase does not result in the reloca-
tion of the sellers’ business operation 
(including customer base or list, good-
will, product lines, or trade names) 
from one LMA to another LMA and 
does not produce a significant loss of 
jobs in the LMA from which the reloca-
tion occurs. 

[57 FR 53397, Nov. 9, 1992, as amended at 60 
FR 1949, Jan. 5, 1995; 61 FR 54921, Oct. 22, 1996; 
70 FR 76370, Dec. 23, 2005; 71 FR 30035, May 24, 
2006] 

§ 570.483 Criteria for national objec-
tives. 

(a) General. The following criteria 
shall be used to determine whether a 
CDBG assisted activity complies with 
one or more of the national objectives 
as required to section 104(b)(3) of the 
Act. (HUD is willing to consider a 
waiver of these requirements in accord-
ance with § 570.480(b)). 

(b) Activities benefiting low and mod-
erate income persons. An activity will be 
considered to address the objective of 
benefiting low and moderate income 
persons if it meets one of the criteria 
in paragraph (b) of this section, unless 
there is substantial evidence to the 
contrary. In assessing any such evi-
dence, the full range of direct effects of 
the assisted activity will be considered. 
The activities, when taken as a whole, 
must not benefit moderate income per-
sons to the exclusion of low income 
persons: 
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(1) Area benefit activities. (i) An activ-
ity, the benefits of which are available 
to all the residents in a particular 
area, where at least 51 percent of the 
residents are low and moderate income 
persons. Such an area need not be co-
terminous with census tracts or other 
officially recognized boundaries but 
must be the entire area served by the 
activity. Units of general local govern-
ment may, at the discretion of the 
state, use either HUD-provided data 
comparing census data with appro-
priate low and moderate income levels 
or survey data that is methodologi-
cally sound. An activity that serves an 
area that is not primarily residential 
in character shall not qualify under 
this criterion. 

(ii) An activity, where the assistance 
is to a public improvement that pro-
vides benefits to all the residents of an 
area, that is limited to paying special 
assessments levied against residential 
properties owned and occupied by per-
sons of low and moderate income. 

(iii)(A) An activity to develop, estab-
lish and operate (not to exceed two 
years after establishment), a uniform 
emergency telephone number system 
serving an area having less than 51 per-
cent of low and moderate income resi-
dents, when the system has not been 
made operational before the receipt of 
CDBG funds, provided a prior written 
determination is obtained from HUD. 
HUD’s determination will be based 
upon certifications by the State that: 

(1) The system will contribute sig-
nificantly to the safety of the residents 
of the area. The unit of general local 
government must provide the state a 
list of jurisdictions and unincorporated 
areas to be served by the system and a 
list of the emergency services that will 
participate in the emergency telephone 
number system; 

(2) At least 51 percent of the use of 
the system will be by low and moderate 
income persons. The state’s certifi-
cation may be based upon information 
which identifies the total number of 
calls actually received over the pre-
ceding twelve-month period for each of 
the emergency services to be covered 
by the emergency telephone number 
system and relates those calls to the 
geographic segment (expressed as near-
ly as possible in terms of census tracts, 

enumeration districts, block groups, or 
combinations thereof that are con-
tained within the segment) of the serv-
ice area from which the calls were gen-
erated. In analyzing this data to meet 
the requirements of this section, the 
state will assume that the distribution 
of income among callers generally re-
flects the income characteristics of the 
general population residing in the same 
geographic area where the callers re-
side. Alternatively, the state’s certifi-
cation may be based upon other data, 
agreed to by HUD and the state, which 
shows that over the preceding twelve- 
month period the users of all the serv-
ices to be included in the emergency 
telephone number system consisted of 
at least 51 percent low and moderate 
income persons. 

(3) Other federal funds received by 
the unit of general local government 
are insufficient or unavailable for a 
uniform emergency telephone number 
system. The unit of general local gov-
ernment must submit a statement ex-
plaining whether the problem is caused 
by the insufficiency of the amount of 
such funds, the restrictions on the use 
of such funds, or the prior commitment 
of such funds for other purposes by the 
unit of general local government. 

(4) The percentage of the total costs 
of the system paid for by CDBG funds 
does not exceed the percentage of low 
and moderate income persons in the 
service area of the system. The unit of 
general local government must include 
a description of the boundaries of the 
service area of the system; the census 
tracts or enumeration districts within 
the boundaries; the total number of 
persons and the total number of low 
and moderate income persons in each 
census tract or enumeration district, 
and the percentage of low and mod-
erate income persons in the service 
area; and the total cost of the system. 

(B) The certifications of the state 
must be submitted along with a brief 
statement describing the factual basis 
upon which the certifications were 
made. 

(iv) Activities meeting the require-
ments of paragraph (e)(4)(i) of this sec-
tion may be considered to qualify 
under paragraph (b)(1) of this section. 

(v) HUD will consider activities 
meeting the requirements of paragraph 
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(e)(5)(i) of this section to qualify under 
paragraph (b)(1) of this section, pro-
vided that the area covered by the 
strategy meets one of the following cri-
teria: 

(A) The area is in a Federally-des-
ignated Empowerment Zone or Enter-
prise Community; 

(B) The area is primarily residential 
and contains a percentage of low and 
moderate income residents that is no 
less than 70 percent; 

(C) All of the census tracts (or block 
numbering areas) in the area have pov-
erty rates of at least 20 percent, at 
least 90 percent of the census tracts (or 
block numbering areas) in the area 
have poverty rates of at least 25 per-
cent, and the area is primarily residen-
tial. (If only part of a census tract or 
block numbering area is included in a 
strategy area, the poverty rate shall be 
computed for those block groups (or 
any part thereof) which are included in 
the strategy area.) 

(D) Upon request by the State, HUD 
may grant exceptions to the 70 percent 
low and moderate income or 25 percent 
poverty minimum thresholds on a case- 
by-case basis. In no case, however, may 
a strategy area have both a percentage 
of low and moderate income residents 
less than 51 percent and a poverty rate 
less than 20 percent. 

(2) Limited clientele activities. (i) An 
activity which benefits a limited clien-
tele, at least 51 percent of whom are 
low and moderate income persons. The 
following kinds of activities may not 
qualify under paragraph (b)(2) of this 
section: 

(A) Activities, the benefits of which 
are available to all the residents of an 
area; 

(B) Activities involving the acquisi-
tion, construction or rehabilitation of 
property for housing; or 

(C) Activities where the benefit to 
low- and moderate-income persons to 
be considered is the creation or reten-
tion of jobs, except as provided in para-
graph (b)(2)(v) of this section. 

(ii) To qualify under paragraph (b)(2) 
of this section, the activity must meet 
one or the following tests: 

(A) It must benefit a clientele who 
are generally presumed to be prin-
cipally low and moderate income per-
sons. Activities that exclusively serve 

a group of persons in any one or a com-
bination of the following categories 
may be presumed to benefit persons, 51 
percent of whom are low and moderate 
income: abused children, battered 
spouses, elderly persons, adults meet-
ing the Bureau of the Census’ Current 
Population Reports definition of ‘‘se-
verely disabled,’’ homeless persons, il-
literate adults, persons living with 
AIDS, and migrant farm workers; or 

(B) It must require information on 
family size and income so that it is evi-
dent that at least 51 percent of the cli-
entele are persons whose family in-
come does not exceed the low and mod-
erate income limit; or 

(C) It must have income eligibility 
requirements which limit the activity 
exclusively to low and moderate in-
come persons; or 

(D) It must be of such a nature, and 
be in such a location, that it may be 
concluded that the activity’s clientele 
will primarily be low and moderate in-
come persons. 

(iii) An activity that serves to re-
move material or architectural bar-
riers to the mobility or accessibility of 
elderly persons or of adults meeting 
the Bureau of the Census’ Current Pop-
ulation Reports definition of ‘‘severely 
disabled’’ will be presumed to qualify 
under this criterion if it is restricted, 
to the extent practicable, to the re-
moval of such barriers by assisting: 

(A) The reconstruction of a public fa-
cility or improvement, or portion 
thereof, that does not qualify under 
§ 570.483(b)(1); 

(B) The rehabilitation of a privately 
owned nonresidential building or im-
provement that does not qualify under 
§ 570.483(b) (1) or (4); or 

(C) The rehabilitation of the common 
areas of a residential structure that 
contains more than one dwelling unit 
and that does not qualify under 
§ 570.483(b)(3). 

(iv) A microenterprise assistance ac-
tivity (carried out in accordance with 
the provisions of section 105(a)(23) of 
the Act or § 570.482(c) and limited to 
microenterprises) with respect to those 
owners of microenterprises and persons 
developing microenterprises assisted 
under the activity who are low- and 
moderate-income persons. For purposes 
of this paragraph, persons determined 
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to be low and moderate income may be 
presumed to continue to qualify as 
such for up to a three-year period. 

(v) An activity designed to provide 
job training and placement and/or 
other employment support services, in-
cluding, but not limited to, peer sup-
port programs, counseling, child care, 
transportation, and other similar serv-
ices, in which the percentage of low- 
and moderate-income persons assisted 
is less than 51 percent may qualify 
under this paragraph in the following 
limited circumstances: 

(A) In such cases where such training 
or provision of supportive services is an 
integrally-related component of a larg-
er project, the only use of CDBG assist-
ance for the project is to provide the 
job training and/or supportive services; 
and 

(B) The proportion of the total cost 
of the project borne by CDBG funds is 
no greater than the proportion of the 
total number of persons assisted who 
are low or moderate income. 

(3) Housing activities. An eligible ac-
tivity carried out for the purpose of 
providing or improving permanent resi-
dential structures that, upon comple-
tion, will be occupied by low and mod-
erate income households. This would 
include, but not necessarily be limited 
to, the acquisition or rehabilitation of 
property by the unit of general local 
government, a subrecipient, an entity 
eligible to receive assistance under sec-
tion 105(a)(15) of the Act, a developer, 
an individual homebuyer, or an indi-
vidual homeowner; conversion of non-
residential structures; and new housing 
construction. If the structure contains 
two dwelling units, at least one must 
be so occupied, and if the structure 
contains more than two dwelling units, 
at least 51 percent of the units must be 
so occupied. If two or more rental 
buildings being assisted are or will be 
located on the same or contiguous 
properties, and the buildings will be 
under common ownership and manage-
ment, the grouped buildings may be 
considered for this purpose as a single 
structure. If housing activities being 
assisted meet the requirements of para-
graph (e)(4)(ii) or (e)(5)(ii) of this sec-
tion, all such housing may also be con-
sidered for this purpose as a single 
structure. For rental housing, occu-

pancy by low and moderate income 
households must be at affordable rents 
to qualify under this criterion. The 
unit of general local government shall 
adopt and make public its standards 
for determining ‘‘affordable rents’’ for 
this purpose. The following shall also 
qualify under this criterion: 

(i) When less than 51 percent of the 
units in a structure will be occupied by 
low and moderate income households, 
CDBG assistance may be provided in 
the following limited circumstances: 

(A) The assistance is for an eligible 
activity to reduce the development 
cost of the new construction of a mul-
tifamily, non-elderly rental housing 
project; and 

(B) Not less than 20 percent of the 
units will be occupied by low and mod-
erate income households at affordable 
rents; and 

(C) The proportion of the total cost 
of developing the project to be borne by 
CDBG funds is no greater than the pro-
portion of units in the project that will 
be occupied by low and moderate in-
come households. 

(ii) Where CDBG funds are used to as-
sist rehabilitation delivery services or 
in direct support of the unit of general 
local government’s Rental Rehabilita-
tion Program authorized under 24 CFR 
part 511, the funds shall be considered 
to benefit low and moderate income 
persons where not less than 51 percent 
of the units assisted, or to be assisted, 
by the Rental Rehabilitation Program 
overall are for low and moderate in-
come persons. 

(iii) When CDBG funds are used for 
housing services eligible under section 
105(a)(21) of the Act, such funds shall be 
considered to benefit low and moderate 
income persons if the housing units for 
which the services are provided are 
HOME-assisted and the requirements of 
§ 92.252 or § 92.254 of this title are met. 

(4) Job creation or retention activities. 
(i) An activity designed to create per-
manent jobs where at least 51 percent 
of the jobs, computed on a full time 
equivalent basis, involve the employ-
ment of low and moderate income per-
sons. For an activity that creates jobs, 
the unit of general local government 
must document that at least 51 percent 
of the jobs will be held by, or will be 
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made available to low and moderate in-
come persons. 

(ii) For an activity that retains jobs, 
the unit of general local government 
must document that the jobs would ac-
tually be lost without the CDBG assist-
ance and that either or both of the fol-
lowing conditions apply with respect to 
at least 51 percent of the jobs at the 
time the CDBG assistance is provided: 
The job is known to be held by a low or 
moderate income person; or the job can 
reasonably be expected to turn over 
within the following two years and 
that it will be filled by, or that steps 
will be taken to ensure that it is made 
available to, a low or moderate income 
person upon turnover. 

(iii) Jobs will be considered to be 
available to low and moderate income 
persons for these purposes only if: 

(A) Special skills that can only be ac-
quired with substantial training or 
work experience or education beyond 
high school are not a prerequisite to 
fill such jobs, or the business agrees to 
hire unqualified persons and provide 
training; and 

(B) The unit of general local govern-
ment and the assisted business take ac-
tions to ensure that low and moderate 
income persons receive first consider-
ation for filling such jobs. 

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

(A) He/she resides within a census 
tract (or block numbering area) that 
either: 

(1) Meets the requirements of para-
graph (b)(4)(v) of this section; or 

(2) Has at least 70 percent of its resi-
dents who are low- and moderate-in-
come persons; or 

(B) The assisted business is located 
within a census tract (or block num-
bering area) that meets the require-
ments of paragraph (b)(4)(v) of this sec-
tion and the job under consideration is 
to be located within that census tract. 

(v) A census tract (or block num-
bering area) qualifies for the presump-
tions permitted under paragraphs 
(b)(4)(iv) (A)(1) and (B) of this section if 
it is either part of a Federally-des-
ignated Empowerment Zone or Enter-

prise Community or meets the fol-
lowing criteria: 

(A) It has a poverty rate of at least 20 
percent as determined by the most re-
cently available decennial census infor-
mation; 

(B) It does not include any portion of 
a central business district, as this term 
is used in the most recent Census of 
Retail Trade, unless the tract has a 
poverty rate of at least 30 percent as 
determined by the most recently avail-
able decennial census information; and 

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

(1) All block groups in the census 
tract have poverty rates of at least 20 
percent; 

(2) The specific activity being under-
taken is located in a block group that 
has a poverty rate of at least 20 per-
cent; or 

(3) Upon the written request of the 
recipient, HUD determines that the 
census tract exhibits other objectively 
determinable signs of general distress 
such as high incidence of crime, nar-
cotics use, homelessness, abandoned 
housing, and deteriorated infrastruc-
ture or substantial population decline. 

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

(A) In certain cases such as where 
CDBG funds are used to acquire, de-
velop or improve a real property (e.g., 
a business incubator or an industrial 
park) the requirement may be met by 
measuring jobs in the aggregate for all 
the businesses that locate on the prop-
erty, provided the businesses are not 
otherwise assisted by CDBG funds. 

(B) Where CDBG funds are used to 
pay for the staff 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 aggre-
gating the jobs created by all of 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 
requirement may be met by aggre-
gating the jobs created or retained by 
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all of the businesses receiving tech-
nical assistance during any one-year 
period. 

(D) Where CDBG funds are used for 
activities meeting the criteria listed at 
§ 570.482(f)(3)(v), this requirement may 
be met by aggregating the jobs created 
or retained by all businesses for which 
CDBG assistance is obligated for such 
activities during any one-year period, 
except as provided at paragraph (e)(6) 
of this section. 

(E) Where CDBG funds are used by a 
Community Development Financial In-
stitution to carry out activities for the 
purpose of creating or retaining jobs, 
this requirement may be met by aggre-
gating the jobs created or retained by 
all businesses for which CDBG assist-
ance is obligated for such activities 
during any one-year period, except as 
provided at paragraph (e)(6) of this sec-
tion. 

(F) Where CDBG funds are used for 
public facilities or improvements 
which will result in the creation or re-
tention of jobs by more than one busi-
ness, this requirement may be met by 
aggregating the jobs created or re-
tained by all such businesses as a re-
sult of the public facility or improve-
ment. 

(1) Where the public facility or im-
provement is undertaken principally 
for the benefit of one or more par-
ticular 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 CDBG funds) for the facil-
ity/improvement is less than $10,000 per 
permanent full-time equivalent job to 
be created or retained by those busi-
nesses. 

(2) In any case where the cost per job 
to be created or retained (as deter-
mined under paragraph (b)(4)(vi)(F)(1) 
of this section) is $10,000 or more, the 
requirement must be met by aggre-
gating the jobs created or retained as a 
result of the public facility or improve-
ment by all businesses in the service 
area of the facility/improvement. This 
aggregation must include businesses 
which, as a result of the public facility/ 
improvement, locate or expand in the 

service area of the public facility/im-
provement between the date the state 
awards the CDBG funds to the recipi-
ent and the date one year after the 
physical completion of the public facil-
ity/improvement. In addition, the as-
sisted activity must comply with the 
public benefit standards at § 570.482(f). 

(5) Planning-only activities. An activ-
ity involving planning (when such ac-
tivity is the only activity for which the 
grant to the unit of general local gov-
ernment is given, or if the planning ac-
tivity is unrelated to any other activ-
ity assisted by the grant) if it can be 
documented that at least 51 percent of 
the persons who would benefit from im-
plementation of the plan are low and 
moderate income persons. Any such 
planning activity for an area or a com-
munity composed of persons of whom 
at least 51 percent are low and mod-
erate income shall be considered to 
meet this national objective. 

(c) Activities which aid in the preven-
tion or elimination of slums or blight. Ac-
tivities meeting one or more of the fol-
lowing criteria, in the absence of sub-
stantial evidence to the contrary, will 
be considered to aid in the prevention 
or elimination of slums or blight: 

(1) Activities to address slums or blight 
on an area basis. An activity will be 
considered to address prevention or 
elimination of slums or blight in an 
area if the state can determine that: 

(i) The area, delineated by the unit of 
general local government, meets a defi-
nition of a slum, blighted, deteriorated 
or deteriorating area under state or 
local law; 

(ii) The area also meets the condi-
tions in either paragraph (c)(1)(ii)(A) 
or(c)(1)(ii)(B) of this section. 

(A) At least 25 percent of properties 
throughout the area experience one or 
more of the following conditions: 

(1) Physical deterioration of build-
ings or improvements; 

(2) Abandonment of properties; 
(3) Chronic high occupancy turnover 

rates or chronic high vacancy rates in 
commercial or industrial buildings; 

(4) Significant declines in property 
values or abnormally low property val-
ues relative to other areas in the com-
munity; or 

(5) Known or suspected environ-
mental contamination. 
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(B) The public improvements 
throughout the area are in a general 
state of deterioration. 

(iii) The assisted activity addresses 
one or more of the conditions which 
contributed to the deterioration of the 
area. Rehabilitation of residential 
buildings carried out in an area meet-
ing the above requirements will be con-
sidered to address the area’s deteriora-
tion only where each such building re-
habilitated is considered substandard 
before rehabilitation, and all defi-
ciencies making a building substandard 
have been eliminated if less critical 
work on the building is also under-
taken. The State shall ensure that the 
unit of general local government has 
developed minimum standards for 
building quality which may take into 
account local conditions. 

(iv) The state keeps records suffi-
cient to document its findings that a 
project meets the national objective of 
prevention or elimination of slums and 
blight. The state must establish defini-
tions of the conditions listed at 
§ 570.483(c)(1)(ii)(A) and maintain 
records to substantiate how the area 
met the slums or blighted criteria. The 
designation of an area as slum or 
blighted under this section is required 
to be redetermined every 10 years for 
continued qualification. Documenta-
tion must be retained pursuant to the 
recordkeeping requirements contained 
at § 570.490. 

(2) Activities to address slums or blight 
on a spot basis. The following activities 
can be undertaken on a spot basis to 
eliminate specific conditions of blight, 
physical decay, or environmental con-
tamination that are not located in a 
slum or blighted area: Acquisition; 
clearance; relocation; historic preser-
vation; remediation of environ-
mentally contaminated properties; or 
rehabilitation of buildings or improve-
ments. However, rehabilitation must 
be limited to eliminating those condi-
tions that are detrimental to public 
health and safety. If acquisition or re-
location is undertaken, it must be a 
precursor to another eligible activity 
(funded with CDBG or other resources) 
that directly eliminates the specific 
conditions of blight or physical decay, 
or environmental contamination. 

(3) Planning only activities. An activ-
ity involving planning (when the activ-
ity is the only activity for which the 
grant to the unit of general local gov-
ernment is given, or the planning ac-
tivity is unrelated to any other activ-
ity assisted by the grant) if the plans 
are for a slum or blighted area, or if all 
elements of the planning are necessary 
for and related to an activity which, if 
funded, would meet one of the other 
criteria of elimination of slums or 
blight. 

(d) Activities designed to meet commu-
nity development needs having a par-
ticular urgency. In the absence of sub-
stantial evidence to the contrary, an 
activity will be considered to address 
this objective if the unit of general 
local government certifies, and the 
state determines, that the activity is 
designed to alleviate existing condi-
tions which pose a serious and imme-
diate threat to the health or welfare of 
the community which are of recent ori-
gin or which recently became urgent, 
that the unit of general local govern-
ment is unable to finance the activity 
on its own, and that other sources of 
funding are not available. A condition 
will generally be considered to be of re-
cent origin if it developed or became 
urgent within 18 months preceding the 
certification by the unit of general 
local government. 

(e) Additional criteria. (1) In any case 
where the activity undertaken is a pub-
lic improvement and the activity is 
clearly designed to serve a primarily 
residential area, the activity must 
meet the requirements of paragraph 
(b)(1) of this section whether or not the 
requirements of paragraph (b)(4) of this 
section are met in order to qualify as 
benefiting low and moderate income 
persons. 

(2) Where the assisted activity is ac-
quisition of real property, a prelimi-
nary determination of whether the ac-
tivity addresses a national objective 
may be based on the planned use of the 
property after acquisition. A final de-
termination shall be based on the ac-
tual use of the property, excluding any 
short-term, temporary use. Where the 
acquisition is for the purpose of clear-
ance which will eliminate specific con-
ditions of blight or physical decay, the 
clearance activity shall be considered 
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the actual use of the property. How-
ever, any subsequent use or disposition 
of the cleared property shall be treated 
as a ‘‘change of use’’ under § 570.489(j). 

(3) Where the assisted activity is re-
location assistance that the unit of 
general local government is required to 
provide, the relocation assistance shall 
be considered to address the same na-
tional objective as is addressed by the 
displacing activity. Where the reloca-
tion assistance is voluntary, the unit 
of general local government may qual-
ify the assistance either on the basis of 
the national objective addressed by the 
displacing activity or, if the relocation 
assistance is to low and moderate in-
come persons, on the basis of the na-
tional objective of benefiting low and 
moderate income persons. 

(4) Where CDBG-assisted activities 
are carried out by a Community Devel-
opment Financial Institution whose 
charter limits its investment area to a 
primarily residential area consisting of 
at least 51 percent low- and moderate- 
income persons, the unit of general 
local government may also elect the 
following options: 

(i) Activities carried out by the Com-
munity Development Financial Insti-
tution for the purpose of creating or re-
taining jobs may, at the option of the 
unit of general local government, be 
considered to meet the requirements of 
this paragraph under the criteria at 
paragraph (b)(1)(iv) of this section in 
lieu of the criteria at paragraph (b)(4) 
of this section; and 

(ii) All housing activities for which 
the Community Development Finan-
cial Institution obligates CDBG assist-
ance during any one-year period may 
be considered to be a single structure 
for purposes of applying the criteria at 
paragraph (b)(3) of this section. 

(5) If the unit of general local govern-
ment has elected to prepare a commu-
nity revitalization strategy pursuant 
to the authority of § 91.315(e)(2) of this 
title, and the State has approved the 
strategy, the unit of general local gov-
ernment may also elect the following 
options: 

(i) Activities undertaken pursuant to 
the strategy for the purpose of creating 
or retaining jobs may, at the option of 
the grantee, be considered to meet the 
requirements of paragraph (b) of this 

section under the criteria at 
§ 570.483(b)(1)(v) instead of the criteria 
at § 570.483(b)(4); and 

(ii) All housing activities in the area 
undertaken pursuant to the strategy 
may be considered to be a single struc-
ture for purposes of applying the cri-
teria at paragraph (b)(3) of this section. 

(6) If an activity meeting the criteria 
in § 570.482(f)(3)(v) also meets the re-
quirements of either paragraph (e)(4)(i) 
or (e)(5)(i) of this section, the unit of 
general local government may elect to 
qualify the activity either under the 
area benefit criteria at paragraph 
(b)(1)(iv) or (v) of this section or under 
the job aggregation criteria at para-
graph (b)(4)(vi)(D) of this section, but 
not under both. Where an activity may 
meet the job aggregation criteria at 
both paragraphs (b)(4)(vi)(D) and (E) of 
this section, the unit of general local 
government may elect to qualify the 
activity under either criterion, but not 
both. 

(f) Planning and administrative costs. 
CDBG funds expended for eligible plan-
ning and administrative costs by units 
of general local government in con-
junction with other CDBG assisted ac-
tivities will be considered to address 
the national objectives. 

[57 FR 53397, Nov. 9, 1992, as amended at 60 
FR 1951, Jan. 5, 1995; 60 FR 17445, Apr. 6, 1995; 
61 FR 54921, Oct. 22, 1996; 71 FR 30036, May 24, 
2006] 

§ 570.484 Overall benefit to low and 
moderate income persons. 

(a) General. The State must certify 
that, in the aggregate, not less than 70 
percent of the CDBG funds received by 
the state during a period specified by 
the state, not to exceed three years, 
will be used for activities that benefit 
persons of low and moderate income. 
The period selected and certified to by 
the state shall be designated by fiscal 
year of annual grants, and shall be for 
one, two or three consecutive annual 
grants. The period shall be in effect 
until all included funds are expended. 
No CDBG funds may be included in 
more than one period selected, and all 
CDBG funds received must be included 
in a selected period. 

(b) Computation of 70 percent benefit. 
Determination that a state has carried 
out its certification under paragraph 
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(a) of this section requires evidence 
that not less than 70 percent of the ag-
gregate of the designated annual 
grant(s), any funds reallocated by HUD 
to the state, any distributed program 
income and any guaranteed loan funds 
under the provisions of subpart M of 
this part covered in the method of dis-
tribution in the final statement or 
statements for the designated annual 
grant year or years have been expended 
for activities meeting criteria as pro-
vided in § 570.483(b) for activities bene-
fiting low and moderate income per-
sons. In calculating the percentage of 
funds expended for such activities: 

(1) All CDBG funds included in the 
period selected and certified to by the 
state shall be accounted for, except for 
funds used by the State, or by the units 
of general local government, for pro-
gram administration, or for planning 
activities other than those which must 
meet a national objective under 
§ 570.483 (b)(5) or (c)(3). 

(2) Any funds expended by a state for 
the purpose of repayment of loans 
guaranteed under the provisions of sub-
part M of this part shall be excepted 
from inclusion in this calculation. 

(3) Except as provided in paragraph 
(b)(4) of this section, CDBG funds ex-
pended for an eligible activity meeting 
the criteria for activities benefiting 
low and moderate income persons shall 
count in their entirety towards meet-
ing the 70 percent benefit to persons of 
low and moderate income requirement. 

(4) Funds expended for the acquisi-
tion, new construction or rehabilita-
tion of property for housing that quali-
fies under § 570.483(b)(3) shall be count-
ed for this purpose, but shall be limited 
to an amount determined by multi-
plying the total cost (including CDBG 
and non-CDBG costs) of the acquisi-
tion, construction or rehabilitation by 
the percent of units in such housing to 
be occupied by low and moderate in-
come persons, except that the amount 
counted shall not exceed the amount of 
CDBG funds provided. 

§ 570.485 Making of grants. 
(a) Required submissions. In order to 

receive its annual CDBG grant under 
this subpart, a State must submit a 
consolidated plan in accordance with 24 
CFR part 91. That part includes re-

quirements for the content of the con-
solidated plan, for the process of devel-
oping the plan, including citizen par-
ticipation provisions, for the submis-
sion date, for HUD approval, and for 
the amendment process. 

(b) Failure to make submission. The 
state’s failure to make the submission 
required by paragraph (a) of this sec-
tion within the prescribed deadline 
constitutes the state’s election not to 
receive and distribute amounts allo-
cated for its nonentitlement areas for 
the applicable fiscal year. Funds will 
be either: 

(1) Administered by HUD pursuant to 
subpart F of this part if the state has 
not administered the program in any 
previous fiscal year; or 

(2) Reallocated to all states in the 
succeeding fiscal year according to the 
formula of section 106(d) of the Act, if 
the state administered the program in 
any previous year. 

(c) Approval of grant. HUD will ap-
prove a grant if the State’s submis-
sions have been made and approved in 
accordance with 24 CFR part 91, and 
the certifications required therein are 
satisfactory to the Secretary. The cer-
tifications will be satisfactory to the 
Secretary for this purpose unless the 
Secretary has determined pursuant to 
§ 570.493 that the State has not com-
plied with the requirements of this sub-
part, or has determined that there is 
evidence, not directly involving the 
State’s past performance under this 
program, that tends to challenge in a 
substantial manner the State’s certifi-
cation of future performance. If the 
Secretary makes any such determina-
tion, however, the State may be re-
quired to submit further assurances as 
the Secretary may deem warranted or 
necessary to find the grantee’s certifi-
cation satisfactory. 

[57 FR 53397, Nov. 9, 1992, as amended at 60 
FR 1916, Jan. 5, 1995; 61 FR 54922, Oct. 22, 
1996] 

§ 570.486 Local government require-
ments. 

(a) Citizen participation requirements of 
a unit of general local government. Each 
unit of general local government shall 
meet the following requirements as re-
quired by the state at § 91.115(e) of this 
title. 

VerDate Sep<11>2014 09:50 May 14, 2015 Jkt 235084 PO 00000 Frm 00108 Fmt 8010 Sfmt 8010 Y:\SGML\235084.XXX 235084rlj
oh

ns
on

 o
n 

D
S

K
3V

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



99 

Ofc. of Asst. Secy., Comm. Planning, Develop., HUD § 570.486 

(1) Provide for and encourage citizen 
participation, 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; 

(2) Ensure that citizens will be given 
reasonable and timely access to local 
meetings, information, and records re-
lating to the unit of local government’s 
proposed and actual use of CDBG funds; 

(3) Furnish citizens information, in-
cluding but not limited to: 

(i) The amount of CDBG funds ex-
pected to be made available for the 
current fiscal year (including the grant 
and anticipated program income); 

(ii) The range of activities that may 
be undertaken with the CDBG funds; 

(iii) The estimated amount of the 
CDBG funds proposed to be used for ac-
tivities that will meet the national ob-
jective of benefit to low and moderate 
income persons; and 

(iv) The proposed CDBG activities 
likely to result in displacement and 
the unit of general local government’s 
antidisplacement and relocation plans 
required under § 570.488. 

(4) Provide technical assistance to 
groups representative of persons of low 
and moderate income that request as-
sistance in developing proposals in ac-
cordance with the procedures devel-
oped by the state. Such assistance need 
not include providing funds to such 
groups; 

(5) Provide for a minimum of two 
public hearings, each at a different 
stage of the program, for the purpose of 
obtaining citizens’ views and respond-
ing to proposals and questions. To-
gether the hearings must cover com-
munity development and housing 
needs, development of proposed activi-
ties and a review of program perform-
ance. The public hearings to cover 
community development and housing 
needs must be held before submission 
of an application to the state. There 
must be reasonable notice of the hear-
ings and they must be held at times 
and locations convenient to potential 
or actual beneficiaries, with accom-
modations for the handicapped. Public 
hearings shall be conducted in a man-
ner to meet the needs of non-English 
speaking residents where a significant 
number of non-English speaking resi-

dents can reasonably be expected to 
participate; 

(6) Provide citizens with reasonable 
advance notice of, and opportunity to 
comment on, proposed activities in an 
application to the state and, for grants 
already made, activities which are pro-
posed to be added, deleted or substan-
tially changed from the unit of general 
local government’s application to the 
state. Substantially changed means 
changes made in terms of purpose, 
scope, location or beneficiaries as de-
fined by criteria established by the 
state. 

(7) Provide citizens the address, 
phone number, and times for submit-
ting complaints and grievances, and 
provide timely written answers to writ-
ten complaints and grievances, within 
15 working days where practicable. 

(b) Activities serving beneficiaries out-
side the jurisdiction of the unit of general 
local government. Any activity carried 
out by a recipient of State CDBG pro-
gram funds must significantly benefit 
residents of the jurisdiction of the 
grant recipient, and the unit of general 
local government must determine that 
the activity is meeting its needs in ac-
cordance with section 106(d)(2)(D) of 
the Act. For an activity to signifi-
cantly benefit residents of the recipi-
ent jurisdiction, the CDBG funds ex-
pended by the unit of general local gov-
ernment must not be unreasonably dis-
proportionate to the benefits to its 
residents. 

(c) Activities located in Entitlement ju-
risdictions. Any activity carried out by 
a recipient of State CDBG program 
funds in entitlement jurisdictions must 
significantly benefit residents of the 
jurisdiction of the grant recipient, and 
the State CDBG recipient must deter-
mine that the activity is meeting its 
needs in accordance with section 
106(d)(2)(D) of the Act. For an activity 
to significantly benefit residents of the 
recipient jurisdiction, the CDBG funds 
expended by the unit of general local 
government must not be unreasonably 
disproportionate to the benefits to its 
residents. In addition, the grant cannot 
be used to provide a significant benefit 
to the entitlement jurisdiction unless 
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the entitlement grantee provides a 
meaningful contribution to the project. 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 54922, Oct. 22, 1996; 77 FR 24143, Apr. 23, 
2012] 

§ 570.487 Other applicable laws and re-
lated program requirements. 

(a) General. Certain statutes are ex-
pressly made applicable to activities 
assisted under the Act by the Act 
itself, while other laws not referred to 
in the Act may be applicable to such 
activities by their own terms. Certain 
statutes or executive orders that may 
be applicable to activities assisted 
under the Act by their own terms are 
administered or enforced by govern-
mental officials, departments or agen-
cies other than HUD. Paragraphs (d) 
and (c) of this section contain two of 
the requirements expressly made appli-
cable to CDBG activities by the Act 
itself. 

(b) Affirmatively furthering fair hous-
ing. The Act requires the state to cer-
tify to the satisfaction of HUD that it 
will affirmatively further fair housing. 
The act also requires each unit of gen-
eral local government to certify that it 
will affirmatively further fair housing. 
The certification that the State will 
affirmatively further fair housing shall 
specifically require the State to as-
sume the responsibility of fair housing 
planning by: 

(1) Conducting an analysis to identify 
impediments to fair housing choice 
within the State; 

(2) Taking appropriate actions to 
overcome the effects of any impedi-
ments identified through that analysis; 

(3) Maintaining records reflecting the 
analysis and actions in this regard; and 

(4) Assuring that units of local gov-
ernment funded by the State comply 
with their certifications to affirma-
tively further fair housing. 

(c) Lead-Based Paint Poisoning Preven-
tion Act. States shall devise, adopt and 
carry out procedures with respect to 
CDBG assistance that fulfill the objec-
tives and requirements of the Lead- 
Based Paint Poisoning Prevention Act 
(42 U.S.C. 4821–4846), the Residential 
Lead-Based Paint Hazard Reduction 
Act of 1992 (42 U.S.C. 4851–4856), and im-
plementing regulations at part 35, sub-
parts A, B, J, K, and R of this title. 

(d) States shall comply with section 3 
of the Housing and Urban Development 
Act of 1968 (12 U.S.C. 1701u) and the im-
plementing regulations in 24 CFR part 
135. Section 3 requires that employ-
ment and other economic opportunities 
arising in connection with housing re-
habilitation, housing construction, or 
other public construction projects 
shall, to the greatest extent feasible, 
and consistent with existing Federal, 
State, and local laws and regulations, 
be given to low- and very low-income 
persons. 

(e) Architectural Barriers Act and the 
Americans with Disabilities Act. The Ar-
chitectural Barriers Act of 1968 (42 
U.S.C. 4151–4157) requires certain Fed-
eral and Federally-funded buildings 
and other facilities to be designed, con-
structed, or altered in accordance with 
standards that ensure accessibility to, 
and use by, physically handicapped 
people. A building or facility designed, 
constructed, or altered with funds allo-
cated or reallocated under this subpart 
after November 21, 1996 and that meets 
the definition of residential structure as 
defined in 24 CFR 40.2, or the definition 
of building as defined in 41 CFR 101– 
19.602(a), is subject to the requirements 
of the Architectural Barriers Act of 
1968 and shall comply with the Uniform 
Federal Accessibility Standards. For 
general type buildings, these standards 
are in appendix A to 41 CFR part 101– 
19.6. For residential structures, these 
standards are available from the De-
partment of Housing and Urban Devel-
opment, Office of Fair Housing and 
Equal Opportunity, Disability Rights 
Division, Room 5240, 451 Seventh 
Street, SW, Washington, DC 20410; tele-
phone (202) 708–2333 (voice) or (202) 708– 
1734 (TTY) (these are not toll-free num-
bers). 

[57 FR 53397, Nov. 9, 1992, as amended at 59 
FR 33894, June 30, 1994; 60 FR 1916, Jan. 5, 
1995; 61 FR 54922, Oct. 22, 1996; 64 FR 50225, 
Sept. 15, 1999] 

§ 570.488 Displacement, relocation, ac-
quisition, and replacement of hous-
ing. 

The requirements for States and 
state recipients with regard to the dis-
placement, relocation, acquisition, and 
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replacement of housing are in § 570.606 
and 24 CFR part 42. 

[61 FR 11477, Mar. 20, 1996] 

§ 570.489 Program administrative re-
quirements. 

(a) Administrative and planning costs— 
(1) State administrative and technical as-
sistance costs. (i) The state is respon-
sible for the administration of all 
CDBG funds. The state shall pay from 
its own resources all administrative ex-
penses incurred by the state in car-
rying out its responsibilities under this 
subpart, except as provided in this 
paragraph (a)(1)(i) of this section, 
which is subject to the time limita-
tions in paragraph (a)(1)(iv) of this sec-
tion. To pay administrative expenses, 
the state may use CDBG funds not to 
exceed $100,000, plus 50 percent of ad-
ministrative expenses incurred in ex-
cess of $100,000. Amounts of CDBG 
funds used to pay administrative ex-
penses in excess of $100,000 shall not, 
subject to paragraph (a)(1)(iii) of this 
section, exceed 3 percent of the sum of 
the state’s annual grant, program in-
come received by units of general local 
government during each program year, 
regardless of the fiscal year in which 
the state grant funds that generate the 
program income were appropriated 
(whether retained by units of general 
local government or paid to the state), 
and of funds reallocated by HUD to the 
state. 

(ii) To pay the costs of providing 
technical assistance to local govern-
ments and nonprofit program recipi-
ents, a state may, subject to paragraph 
(a)(1)(iii) of this section, use CDBG 
funds received on or after January 23, 
2004, in an amount not to exceed 
3 percent of the sum of its annual 
grant, program income received by 
units of general local government dur-
ing each program year, regardless of 
the fiscal year in which the state grant 
funds that generate the program in-
come were appropriated (whether re-
tained by units of general local govern-
ment or paid to the state), and funds 
reallocated by HUD to the state during 
each program year. 

(iii) The amount of CDBG funds used 
to pay the sum of administrative costs 
in excess of $100,000 paid pursuant to 
paragraph (a)(1)(i) of this section and 

technical assistance costs paid pursu-
ant to paragraph (a)(1)(ii) of this sec-
tion must not exceed 3 percent of the 
sum of a state’s annual grant, program 
income received by units of general 
local government during each program 
year, regardless of the fiscal year in 
which the state grant funds generate 
the program income were appropriated 
(whether retained by the unit of gen-
eral local government or paid to the 
state), and funds reallocated by HUD to 
the state. 

(iv) In calculating the amount of 
CDBG funds that may be used to pay 
state administrative expenses prior to 
January 23, 2004, the state may include 
in the calculation the following ele-
ments only to the extent that they are 
within the following time limitations: 

(A) $100,000 per annual grant begin-
ning with FY 1984 allocations; 

(B) Two percent of the sum of a 
state’s annual grant and funds reallo-
cated by HUD to the state within a pro-
gram year, without limitation based on 
when such amounts were received; 

(C) Two percent of program income 
returned by units of general local gov-
ernment to states after August 21, 1985; 
and 

(D) Two percent of program income 
received and retained by units of gen-
eral local government after February 
11, 1991. 

(v) In regard to its administrative 
costs, the state has the option of se-
lecting its approach for demonstrating 
compliance with the requirements of 
this paragraph (a)(1) of this section. 
Any state whose matching cost con-
tributions toward state administrative 
expense matching requirements are in 
arrears must bring matching cost con-
tributions up to the level of CDBG 
funds expended for such costs. A state 
grant may not be closed out if the 
state’s matching cost contribution is 
not at least equal to the amount of 
CDBG funds in excess of $100,000 ex-
pended for administration. Funds from 
any year’s grant may be used to pay 
administrative costs associated with 
any other year’s grant. The two ap-
proaches for demonstrating compliance 
with this paragraph (a)(1) of this sec-
tion are: 

(A) Cumulative accounting of adminis-
trative costs incurred by the state since its 
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assumption of the CDBG program. Under 
this approach, the state will identify, 
for each grant it has received, the 
CDBG funds eligible to be used for 
state administrative expenses, as well 
as the minimum amount of matching 
funds that the state is required to con-
tribute. The amounts will then be ag-
gregated for all grants received. The 
state must keep records demonstrating 
the actual amount of CDBG funds from 
each grant received that were used for 
state administrative expenses, as well 
as matching amounts that were con-
tributed by the state. The state will be 
considered to be in compliance with 
the applicable requirements if the ag-
gregate of the actual amounts of CDBG 
funds spent on state administrative ex-
penses does not exceed the aggregate 
maximum allowable amount and if the 
aggregate amount of matching funds 
that the state has expended is equal to 
or greater than the aggregate amount 
of CDBG funds in excess of $100,000 (for 
each annual grant within the subject 
period) spent on administrative ex-
penses during its 
3- to 5-year Consolidated Planning pe-
riod. If the state grant for any grant 
year within the 3- to 5-year period has 
been closed out, the aggregate amount 
of CDBG funds spent on state adminis-
trative expenses, the aggregate max-
imum allowable amount, the aggregate 
matching funds expended, and the ag-
gregate amount of CDBG funds in ex-
cess of $100,000 (for each annual grant 
within the subject period) will be re-
duced by amounts attributable to the 
grant year for which the state grant 
has been closed out. 

(B) Year-to-year tracking and limitation 
on drawdown of funds. For each grant 
year, the state will calculate the max-
imum allowable amount of CDBG funds 
that may be used for state administra-
tive expenses, and will draw down 
amounts of those funds only upon its 
own expenditure of an equal or greater 
amount of matching funds from its own 
resources after the expenditure of the 
initial $100,000 for state administrative 
expenses. The state will be considered 
to be in compliance with the applicable 
requirements if the actual amount of 
CDBG funds spent on state administra-
tive expenses does not exceed the max-
imum allowable amount, and if the 

amount of matching funds that the 
state has expended for that grant year 
is equal to or greater than the amount 
of CDBG funds in excess of $100,000 
spent during that same grant year. 
Under this approach, the state must 
demonstrate that it has paid from its 
own funds at least 50 percent of its ad-
ministrative expenses in excess of 
$100,000 by the end of each grant year. 

(2) The state may not charge fees of 
any entity for processing or consid-
ering any application for CDBG fund, 
or for carrying out its responsibilities 
under this subpart. 

(3) The state and its funded units of 
general local government shall not ex-
pend for planning, management and ad-
ministrative costs more than 20 per-
cent of the aggregate amount of the 
annual grant, plus program income and 
funds reallocated by HUD to the State 
which are distributed during the time 
the final Statement for the annual 
grant is in effect. Administrative costs 
are those described at § 570.489(a)(1) for 
states, and for units of general local 
government those described at sections 
105(a)(12) and (a)(13) of the Act. 

(b) Reimbursement of pre-agreement 
costs. The state may permit, in accord-
ance with such procedures as the state 
may establish, a unit of general local 
government to incur costs for CDBG 
activities before the establishment of a 
formal grant relationship between the 
state and the unit of general local gov-
ernment and to charge these pre-agree-
ment costs to the grant, provided that 
the activities are eligible and under-
taken in accordance with the require-
ments of this part and 24 CFR part 58. 
A state may incur costs prior to enter-
ing into a grant agreement with HUD 
and charge those pre-agreement costs 
to the grant, provided that the activi-
ties are eligible and are undertaken in 
accordance with the requirements of 
this part, part 58 of this title, and the 
citizen participation requirements of 
part 91 of this title. 

(c) Federal grant payments. The state’s 
requests for payment, and the Federal 
Government’s payments upon such re-
quests, must comply with 31 CFR part 
205. The state must use procedures to 
minimize the time elapsing between 
the transfer of grant funds and dis-
bursement of funds by the state to 
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units of general local government. 
States must also have procedures in 
place, and units of general local gov-
ernment must use these procedures to 
minimize the time elapsing between 
the transfer of funds by the state and 
disbursement for CDBG activities. 

(d) Fiscal controls and accounting pro-
cedures. (1) A state shall have fiscal and 
administrative requirements for ex-
pending and accounting for all funds 
received under this subpart. These re-
quirements must be available for Fed-
eral inspection and must: 

(i) Be sufficiently specific to ensure 
that funds received under this subpart 
are used in compliance with all appli-
cable statutory and regulatory provi-
sions: 

(ii) Ensure that funds received under 
this subpart are only spent for reason-
able and necessary costs of operating 
programs under this subpart; and 

(iii) Ensure that funds received under 
this subpart are not used for general 
expenses required to carry out other 
responsibilities of state and local gov-
ernments. 

(2) A state may satisfy this require-
ment by: 

(i) Using fiscal and administrative re-
quirements applicable to the use of its 
own funds; 

(ii) Adopting new fiscal and adminis-
trative requirements; or 

(iii) Applying the provisions in 24 
CFR part 85 ‘‘Uniform Administrative 
Requirements for Grants and Coopera-
tive Agreements to State and Local 
Governments.’’ 

(A) A state that opts to satisfy this 
requirement for fiscal controls and ad-
ministrative procedures by applying 
the provisions of part 85 must comply 
with the requirements therein. 

(B) A state that opts to satisfy this 
requirement for fiscal controls and ad-
ministrative procedures by applying 
the provisions of part 85 of this title 
must also ensure that recipients of the 
state’s CDBG funds comply with part 84 
of this title, ‘‘Uniform Administrative 
Requirements for Grants and Agree-
ments with Institutions of Higher Edu-
cation, Hospitals, and Other Non-Profit 
Organizations,’’ as applicable. 

(e) Program income. (1) For the pur-
poses of this subpart, ‘‘program in-
come’’ is defined as gross income re-

ceived by a state, a unit of general 
local government, or a subgrantee of 
the unit of general local government 
that was generated from the use of 
CDBG funds, regardless of when the 
CDBG funds were appropriated and 
whether the activity has been closed 
out, except as provided in paragraph 
(e)(2) of this section. When income is 
generated by an activity that is only 
partially assisted with CDBG funds, 
the income must be prorated to reflect 
the percentage of CDBG funds used 
(e.g., a single loan supported by CDBG 
funds and other funds; or a single par-
cel of land purchased with CDBG funds 
and other funds). Program income in-
cludes, but is not limited to, the fol-
lowing: 

(i) Proceeds from the disposition by 
sale or long-term lease of real property 
purchased or improved with CDBG 
funds, except as provided in paragraph 
(e)(2)(v) of this section; 

(ii) Proceeds from the disposition of 
equipment purchased with CDBG funds; 

(iii) Gross income from the use or 
rental of real or personal property ac-
quired by the unit of general local gov-
ernment or subgrantee of the unit of 
general local government with CDBG 
funds, less the costs incidental to the 
generation of the income; 

(iv) Gross income from the use or 
rental of real property, owned by the 
unit of general local government or 
other entity carrying out a CDBG ac-
tivity that was constructed or im-
proved with CDBG funds, less the costs 
incidental to the generation of the in-
come; 

(v) Payments of principal and inter-
est on loans made using CDBG funds, 
except as provided in paragraph 
(e)(2)(iii) of this section; 

(vi) Proceeds from the sale of loans 
made with CDBG funds, less reasonable 
legal and other costs incurred in the 
course of such sale that are not other-
wise eligible costs under sections 
105(a)(13) or 106(d)(3)(A) of the Act; 

(vii) Proceeds from the sale of obliga-
tions secured by loans made with 
CDBG funds, less reasonable legal and 
other costs incurred in the course of 
such sale that are not otherwise eligi-
ble costs under sections 105(a)(13) or 
106(d)(3)(A) of the Act; 
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(viii) Interest earned on funds held in 
a revolving fund account; 

(ix) Interest earned on program in-
come pending disposition of the in-
come; 

(x) Funds collected through special 
assessments made against nonresiden-
tial properties and properties owned 
and occupied by households not of low 
and moderate income, if the special as-
sessments are used to recover all or 
part of the CDBG portion of a public 
improvement; and 

(xi) Gross income paid to a unit of 
general local government or sub-
grantee of the unit of general local 
government from the ownership inter-
est in a for-profit entity acquired in re-
turn for the provision of CDBG assist-
ance. 

(2) ‘‘Program income’’ does not in-
clude the following: 

(i) The total amount of funds, which 
does not exceed $35,000 received in a 
single year from activities, other than 
revolving loan funds that is retained by 
a unit of general local government and 
its subgrantees (all funds received from 
revolving loan funds are considered 
program income, regardless of 
amount); 

(ii) Amounts generated by activities 
eligible under section 105(a)(15) of the 
Act and carried out by an entity under 
the authority of section 105(a)(15) of 
the Act; 

(iii) Payments of principal and inter-
est made by a subgrantee carrying out 
a CDBG activity for a unit of general 
local government, toward a loan from 
the local government to the sub-
grantee, to the extent that program in-
come received by the subgrantee is 
used for such payments; 

(iv) The following classes of interest, 
which must be remitted to HUD for 
transmittal to the Department of the 
Treasury, and will not be reallocated 
under section 106(c) or (d) of the Act: 

(A) Interest income from loans or 
other forms of assistance provided with 
CDBG funds that are used for activities 
determined by HUD to be not eligible 
under § 570.482 or section 105(a) of the 
Act, to fail to meet a national objec-
tive in accordance with the require-
ments of § 570.483, or to fail substan-
tially to meet any other requirement 
of this subpart or the Act; 

(B) Interest income from deposits of 
amounts reimbursed to a state’s CDBG 
program account prior to the state’s 
disbursement of the reimbursed funds 
for eligible purposes; and 

(C) Interest income received by units 
of general local government on depos-
its of grant funds before disbursement 
of the funds for activities, except that 
the unit of general local government 
may keep interest payments of up to 
$100 per year for administrative ex-
penses otherwise permitted to be paid 
with CDBG funds. 

(v) Proceeds from the sale of real 
property purchased or improved with 
CDBG funds, if the proceeds are re-
ceived more than 5 years after expira-
tion of the grant agreement between 
the state and the unit of general local 
government. 

(3) The state may permit the unit of 
general local government which re-
ceives or will receive program income 
to retain the program income, subject 
to the requirements of paragraph 
(e)(3)(ii) of this section, or the state 
may require the unit of general local 
government to pay the program income 
to the state. The state, however, must 
permit the unit of general local gov-
ernment to retain the program income 
if the program income will be used to 
continue the activity from which the 
program income was derived. The state 
will determine when an activity will be 
considered to be continued. 

(i) Program income paid to the state. 
Except as described in paragraph 
(e)(3)(ii)(A) of this section, the state 
may require the unit of general local 
government that receives or will re-
ceive program income to return the 
program income to the state. Program 
income that is paid to the state is 
treated as additional CDBG funds sub-
ject to the requirements of this sub-
part. Except for program income re-
tained and used by the state for admin-
istrative costs or technical assistance 
under paragraph (a) of this section, 
program income paid to the state must 
be distributed to units of general local 
government in accordance with the 
method of distribution in the action 
plan under § 91.320(k)(1)(i) of this title 
that is in effect at the time the pro-
gram income is distributed. To the 
maximum extent feasible, the state 
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must distribute program income before 
it makes additional withdrawals from 
the Department of the Treasury, ex-
cept as provided in paragraph (f) of this 
section. 

(ii) Program income retained by a unit 
of general local government. A state may 
permit a unit of general local govern-
ment that receives or will receive pro-
gram income to retain the program in-
come. Alternatively, subject to the ex-
ception in paragraph (e)(3)(ii)(A) of this 
section, a state may require that the 
unit of general local government pay 
any such income to the state. 

(A) A state must permit the unit of 
general local government to retain the 
program income if the program income 
will be used to continue the activity 
from which it was derived. A state will 
determine when an activity will be 
considered to be continued, and HUD 
will give maximum feasible deference 
to a state’s determination, in accord-
ance with § 570.480(c). In making such a 
determination, a state may consider 
whether the unit of general local gov-
ernment is or will be unable to comply 
with the requirements of paragraph 
(e)(3)(ii)(B) of this section or other re-
quirements of this part, and the extent 
to which the program income is un-
likely to be applied to continue the ac-
tivity within the reasonably near fu-
ture. When a state determines that the 
program income will be applied to con-
tinue the activity from which it was 
derived, but that the amount of pro-
gram income held by the unit of gen-
eral local government exceeds pro-
jected cash needs for the reasonably 
near future, the state may require the 
local government to return all or part 
of the program income to the state 
until such time as the program income 
is needed by the unit of general local 
government. When a state determines 
that a unit of local government is not 
likely to apply any significant amount 
of program income to continue the ac-
tivity within a reasonable amount of 
time, or that it will not likely apply 
the program income in accordance with 
applicable requirements, the state may 
require the unit of general local gov-
ernment to return all of the program 
income to the state for disbursement 
to other units of local government. A 
state that intends to require units of 

general local government to return 
program income in accordance with 
this paragraph (e)(3)(ii)(A) of this sec-
tion must describe its approach in the 
state’s action plan required under 
§ 91.320 of this title or in a substantial 
amendment if the state intends to im-
plement this option after the action 
plan is submitted to and approved by 
HUD. 

(B) Program income that is received 
and retained by the unit of general 
local government is treated as addi-
tional CDBG funds and is subject to all 
applicable requirements of this sub-
part, regardless of whether the activity 
that generated the program income has 
been closed out. If the grant that gen-
erated the program income is still open 
when the program income is generated, 
program income permitted to be re-
tained will be considered part of the 
unit of general local government’s 
grant that generated the program in-
come. If the grant is closed, program 
income permitted to be retained will be 
considered to be part of the unit of gen-
eral local government’s most recently 
awarded open grant. If the unit of gen-
eral local government has no open 
grants, the program income retained 
by the unit of general local govern-
ment will be counted as part of the 
state’s grant year in which the pro-
gram income was generated. A state 
must employ one or more of the fol-
lowing methods to ensure that units of 
general local government comply with 
applicable program income require-
ments: 

(1) Maintaining contractual relation-
ships with units of general local gov-
ernment for the duration of the exist-
ence of the program income; 

(2) Closing out the underlying activ-
ity, but requiring as a condition of 
closeout that the unit of general local 
government obtain advance state ap-
proval of either a unit of general local 
government’s plan for the use of pro-
gram income, or of each use of program 
income by grant recipients via regu-
larly occurring reports and requests for 
approval; 

(3) Closing out the underlying activ-
ity, but requiring as a condition of 
closeout that the unit of general local 
government notify the state when new 
program income is received; or 
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(4) With prior HUD approval, other 
approaches that demonstrate that the 
state will ensure compliance with the 
requirements of this subpart by units 
of general local government. 

(C) The state must require units of 
general local government, to the max-
imum extent feasible, to disburse pro-
gram income that is subject to the re-
quirements of this subpart before re-
questing additional funds from the 
state for activities, except as provided 
in paragraph (f) of this section. 

(iii) Transfer of program income to En-
titlement program. A unit of general 
local government that becomes eligible 
to be an Entitlement grantee may re-
quest the state’s approval to transfer 
State CDBG grant-generated program 
income to the unit of general local gov-
ernment’s Entitlement program. A 
state may approve the transfer, pro-
vided that the unit of general local 
government: 

(A) Has officially elected to partici-
pate in the Entitlement grant program; 

(B) Agrees to use such program in-
come in accordance with Entitlement 
program requirements; and 

(C) Has set up Integrated Disburse-
ment Information System (IDIS) ac-
cess and agrees to enter receipt of pro-
gram income into IDIS. 

(iv) Transfer of program income of 
grantees losing Entitlement status. Upon 
entry into the State CDBG program, a 
unit of general local government that 
has lost or relinquished its Entitle-
ment status must, with respect to pro-
gram income that a unit of general 
local government would otherwise be 
permitted to retain, either: 

(A) Retain program income generated 
under Entitlement grants and continue 
to comply with Entitlement program 
requirements for program income; or 

(B) Retain the program income and 
transfer it to the State CDBG program, 
in which case the unit of general local 
government must comply with the 
state’s rules for program income and 
the requirements of this paragraph (e). 

(4) The state must report on the re-
ceipt and use of all program income 
(whether retained by units of general 
local government or paid to the state) 
in its annual performance and evalua-
tion report. 

(f) Revolving funds. (1) The state may 
permit units of general local govern-
ment to establish revolving funds to 
carry out specific, identified activities. 
A revolving fund, for this purpose, is a 
separate fund (with a set of accounts 
that are independent of other program 
accounts) established to carry out spe-
cific activities which, in turn, generate 
payments to the fund for use in car-
rying out such activities. These pay-
ments to the revolving fund are pro-
gram income and must be substantially 
disbursed from the revolving fund be-
fore additional grant funds are drawn 
from the Treasury for revolving fund 
activities. Such program income is not 
required to be disbursed for non-revolv-
ing fund activities. 

(2) The state may establish one or 
more state revolving funds to dis-
tribute grants to units of general local 
government throughout a state or a re-
gion of the state to carry out specific, 
identified activities. A revolving fund, 
for this purpose, is a separate fund 
(with a set of accounts that are inde-
pendent of other program accounts) es-
tablished to fund grants to units of 
general local government to carry out 
specific activities which, in turn, gen-
erate payments to the fund for addi-
tional grants to units of general local 
government to carry out such activi-
ties. Program income in the revolving 
fund must be disbursed from the fund 
before additional grant funds are drawn 
from the Treasury for payments to 
units of general local government 
which could be funded from the revolv-
ing fund. 

(3) A revolving fund established by ei-
ther the State or unit of general local 
government shall not be directly fund-
ed or capitalized with grant funds. 

(g) Procurement. When procuring 
property or services to be paid for in 
whole or in part with CDBG funds, the 
state shall follow its procurement poli-
cies and procedures. The state shall es-
tablish requirements for procurement 
policies and procedures for units of 
general local government, based on full 
and open competition. Methods of pro-
curement (e.g., small purchase, sealed 
bids/formal advertising, competitive 
proposals, and noncompetitive pro-
posals) and their applicability shall be 
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specified by the state. Cost plus a per-
centage of cost and percentage of con-
struction costs methods of contracting 
shall not be used. The policies and pro-
cedures shall also include standards of 
conduct governing employees engaged 
in the award or administration of con-
tracts. (Other conflicts of interest are 
covered by § 570.489(h).) The state shall 
ensure that all purchase orders and 
contracts include any clauses required 
by Federal statutes, executive orders 
and implementing regulations. 

(h) Conflict of interest—(1) Applica-
bility. (i) In the procurement of sup-
plies, equipment, construction, and 
services by the States, units of local 
general governments, and subrecipi-
ents, the conflict of interest provisions 
in paragraph (g) of this section shall 
apply. 

(ii) In all cases not governed by para-
graph (g) of this section, this para-
graph (h) shall apply. Such cases in-
clude the acquisition and disposition of 
real property and the provision of as-
sistance with CDBG funds by the unit 
of general local government or its sub-
recipients, to individuals, businesses 
and other private entities. 

(2) Conflicts prohibited. Except for eli-
gible administrative or personnel 
costs, the general rule is that no per-
sons described in paragraph (h)(3) of 
this section who exercise or have exer-
cised any functions or responsibilities 
with respect to CDBG activities as-
sisted under this subpart or who are in 
a position to participate in a decision-
making process or gain inside informa-
tion with regard to such activities, 
may obtain a financial interest or ben-
efit from the activity, or have an inter-
est or benefit from the activity, or 
have an interest in any contract, sub-
contract or agreement with respect 
thereto, or the proceeds thereunder, ei-
ther for themselves or those with 
whom they have family or business 
ties, during their tenure or for one year 
thereafter. 

(3) Persons covered. The conflict of in-
terest provisions for paragraph (h)(2) of 
this section apply to any person who is 
an employee, agent, consultant, officer, 
or elected official or appointed official 
of the state, or of a unit of general 
local government, or of any designated 

public agencies, or subrecipients which 
are receiving CDBG funds. 

(4) Exceptions: Thresholds requirements. 
Upon written request by the State, an 
exception to the provisions of para-
graph (h)(2) of this section involving an 
employee, agent, consultant, officer, or 
elected official or appointed official of 
the state may be granted by HUD on a 
case-by-case basis. In all other cases, 
the state may grant such an exception 
upon written request of the unit of gen-
eral local government provided the 
state shall fully document its deter-
mination in compliance with all re-
quirements of paragraph (h)(4) of this 
section including the state’s position 
with respect to each factor at para-
graph (h)(5) of this section and such 
documentation shall be available for 
review by the public and by HUD. An 
exception may be granted after it is de-
termined that such an exception will 
serve to further the purpose of the Act 
and the effective and efficient adminis-
tration of the program or project of the 
state or unit of general local govern-
ment as appropriate. An exception may 
be considered only after the state or 
unit of general local government, as 
appropriate, has provided the fol-
lowing: 

(i) A disclosure of the nature of the 
conflict, accompanied by an assurance 
that there has been public disclosure of 
the conflict and a description of how 
the public disclosure was made; and 

(ii) An opinion of the attorney for the 
state or the unit of general local gov-
ernment, as appropriate, that the in-
terest for which the exception is 
sought would not violate state or local 
law. 

(5) Factors to be considered for excep-
tions. In determining whether to grant 
a requested exception after the require-
ments of paragraph (h)(4) of this sec-
tion have been satisfactorily met, the 
cumulative effect of the following fac-
tors, where applicable, shall be consid-
ered: 

(i) Whether the exception would pro-
vide a significant cost benefit or an es-
sential degree of expertise to the pro-
gram or project which would otherwise 
not be available; 

(ii) Whether an opportunity was pro-
vided for open competitive bidding or 
negotiation; 
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(iii) Whether the person affected is a 
member of a group or class of low or 
moderate income persons intended to 
be the beneficiaries of the assisted ac-
tivity, and the exception will permit 
such person to receive generally the 
same interests or benefits as are being 
made available or provided to the 
group or class; 

(iv) Whether the affected person has 
withdrawn from his or her functions or 
responsibilities, or the decisionmaking 
process with respect to the specific as-
sisted activity in question; 

(v) Whether the interest or benefit 
was present before the affected person 
was in a position as described in para-
graph (h)(3) of this section; 

(vi) Whether undue hardship will re-
sult either to the State or the unit of 
general local government or the person 
affected when weighed against the pub-
lic interest served by avoiding the pro-
hibited conflict; and 

(vii) Any other relevant consider-
ations. 

(i) Closeout of grants to units of general 
local government. The State shall estab-
lish requirements for timely closeout 
of grants to units of general local gov-
ernment and shall take action to en-
sure the timely closeout of such 
grants. 

(j) Change of use of real property. The 
standards described in this section 
apply to real property within the unit 
of general local government’s control 
(including activities undertaken by 
subrecipients) which was acquired or 
improved in whole or in part using 
CDBG funds in excess of the threshold 
for small purchase procurement (24 
CFR 85.36, ‘‘Administrative Require-
ments for Grants and Cooperative 
Agreements to State, Local and Feder-
ally Recognized Indian Tribal Govern-
ments’’). These standards shall apply 
from the date CDBG funds 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 govern-
ments may not change the use or 
planned use of any such property (in-
cluding the beneficiaries of such use) 
from that for which the acquisition or 
improvement was made, unless the 
unit of general local government pro-
vides affected citizens with reasonable 

notice of and opportunity to comment 
on any proposed change, and either: 

(i) The new use of the property quali-
fies as meeting one of the national ob-
jectives and is not a building for the 
general conduct of government; or 

(ii) The requirements in paragraph 
(j)(2) of this section are met. 

(2) If the unit of general local govern-
ment determines, after consultation 
with affected citizens, that it is appro-
priate to change the use of the prop-
erty to a use which does not qualify 
under paragraph (j)(1) of this section, it 
may retain or dispose of the property 
for the changed use if the unit of gen-
eral local government’s CDBG program 
is reimbursed or the state’s CDBG pro-
gram is reimbursed, at the discretion 
of the state. The reimbursement shall 
be in the amount of the current fair 
market value of the property, less any 
portion of the value attributable to ex-
penditures of non-CDBG funds for ac-
quisition of, and improvements to, the 
property, except that if the change in 
use occurs after grant closeout but 
within 5 years of such closeout, the 
unit of general local government shall 
make the reimbursement to the State’s 
CDBG program account. 

(3) Following the reimbursement of 
the CDBG program in accordance with 
paragraph (j)(2) of this section, the 
property no longer will be subject to 
any CDBG requirements. 

(k) Accountability for real and personal 
property. The State shall establish and 
implement requirements, consistent 
with State law and the purposes and 
requirements of this subpart (including 
paragraph (j) of this section) governing 
the use, management, and disposition 
of real and personal property acquired 
with CDBG funds. 

(l) Debarment and suspension. The re-
quirements in 2 CFR part 2424 are ap-
plicable. CDBG funds may not be pro-
vided to excluded or disqualified per-
sons. 

(m) Audits. Notwithstanding any 
other provision of this title, audits of a 
state and units of general local govern-
ment shall be conducted in accordance 
with § 85.26 of this title, which imple-
ments the Single Audit Act (31 U.S.C. 
7501–07) and incorporates OMB Circular 
A–133. States shall develop and admin-
ister an audits management system to 
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ensure that audits of units of general 
local government are conducted in ac-
cordance with OMB Circular A–133, if 
applicable. 

(n) Cost principles and prior approval. 
(1) A state must ensure that costs in-
curred by the state and by its recipi-
ents are in conformance with the fol-
lowing cost principles, as applicable: 

(i) ‘‘Cost Principles for State, Local, 
and Indian Tribal Governments (OMB 
Circular A–87),’’ which is codified at 2 
CFR part 225; 

(ii) ‘‘Cost Principles for Non-Profit 
Organizations (OMB Circular A–122),’’ 
which is codified at 2 CFR part 230; and 

(iii) ‘‘Cost Principles for Educational 
Institutions (OMB Circular A–21),’’ 
which is codified at 2 CFR part 220. 

(2) All cost items described in Appen-
dix B of 2 CFR part 225 that require 
federal agency approval are allowable 
without prior approval of HUD, to the 
extent that they otherwise comply 
with the requirements of 2 CFR part 
225 and are otherwise eligible under 
this subpart I, except for the following: 

(i) Depreciation methods for fixed as-
sets shall not be changed without the 
express approval of HUD or, if charged 
through a cost allocation plan, of the 
cognizant federal agency. 

(ii) Fines and penalties (including pu-
nitive damages) are unallowable costs 
to the CDBG program. 

[57 FR 53397, Nov. 9, 1992, as amended at 60 
FR 1952, Jan. 5, 1995; 61 FR 54922, Oct. 22, 1996; 
67 FR 15112, Mar. 29, 2002; 72 FR 73496, Dec. 27, 
2007; 77 FR 24143, Apr. 23, 2012] 

§ 570.490 Recordkeeping requirements. 

(a) State records. (1) The state shall 
establish and maintain such records as 
may be necessary to facilitate review 
and audit by HUD of the state’s admin-
istration of CDBG funds under § 570.493. 
The content of records maintained by 
the state shall be as jointly agreed 
upon by HUD and the states and suffi-
cient to enable HUD to make the deter-
minations described at § 570.493. For 
fair housing and equal opportunity pur-
poses, and as applicable, such records 
shall include data on the racial, ethnic, 
and gender characteristics of persons 
who are applicants for, participants in, 
or beneficiaries of the program. The 
records shall also permit audit of the 

states in accordance with 24 CFR part 
85. 

(2) The state shall keep records to 
document its funding decisions reached 
under the method of distribution de-
scribed in 24 CFR 91.320(j)(1), including 
all the criteria used to select applica-
tions from local governments for fund-
ing and the relative importance of the 
criteria (if applicable), regardless of 
the organizational level at which final 
funding decisions are made, so that 
they can be reviewed by HUD, the In-
spector General, the Government Ac-
countability Office, and citizens pursu-
ant to the requirements of § 570.490(c). 

(3) Integrated Disbursement and Infor-
mation System (IDIS). The state shall 
make entries into IDIS in a form pre-
scribed by HUD to accurately capture 
the state’s accomplishment and fund-
ing data, including program income, 
for each program year. It is rec-
ommended that the state enter IDIS 
data on a quarterly basis and it is re-
quired to be entered annually. 

(b) Unit of general local government’s 
record. The State shall establish rec-
ordkeeping requirements for units of 
general local government receiving 
CDBG funds that are sufficient to fa-
cilitate reviews and audits of such 
units of general local government 
under §§ 570.492 and 570.493. For fair 
housing and equal opportunity pur-
poses, and as applicable, such records 
shall include data on the racial, ethnic, 
and gender characteristics of persons 
who are applicants for, participants in, 
or beneficiaries of the program. 

(c) Access to records. (1) Representa-
tives of HUD, the Inspector General, 
and the General Accounting Office 
shall have access to all books, ac-
counts, records, reports, files, and 
other papers, or property pertaining to 
the administration, receipt and use of 
CDBG funds and necessary to facilitate 
such reviews and audits. 

(2) The State shall provide citizens 
with reasonable access to records re-
garding the past use of CDBG funds and 
ensure that units of general local gov-
ernment provide citizens with reason-
able access to records regarding the 
past use of CDBG funds consistent with 
State or local requirements concerning 
the privacy of personal records. 
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(d) Record retention. Records of the 
State and units of general local govern-
ment, including supporting documenta-
tion, shall be retained for the greater 
of three years from closeout of the 
grant to the state, or the period re-
quired by other applicable laws and 
regulations as described in § 570.487 and 
§ 570.488. 

[57 FR 53397, Nov. 9, 1992, as amended at 71 
FR 6971, Feb. 9, 2006; 77 FR 24146, Apr. 23, 
2012] 

§ 570.491 Performance and evaluation 
report. 

The annual performance and evalua-
tion report shall be submitted in ac-
cordance with 24 CFR part 91. 

(Approved by the Office of Management and 
Budget under control number 2506–0117) 

[60 FR 1916, Jan. 5, 1995] 

§ 570.492 State’s reviews and audits. 

(a) The state shall make reviews and 
audits including on-site reviews, of 
units of general local government as 
may be necessary or appropriate to 
meet the requirements of section 
104(e)(2) of the Act. 

(b) In the case of noncompliance with 
these requirements, the State shall 
take such actions as may be appro-
priate to prevent a continuance of the 
deficiency, mitigate any adverse ef-
fects or consequences and prevent a re-
currence. The state shall establish 
remedies for units of general local gov-
ernment noncompliance. 

§ 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 ap-
propriate to determine: 

(1) Whether the state has distributed 
CDBG funds to units of general local 
government in a timely manner in con-
formance to the method of distribution 
described in its action plan under part 
91 of this title; 

(2) Whether the state has carried out 
its certifications in compliance with 
the requirements of the Act and this 
subpart and other applicable laws; and 

(3) Whether the state has made re-
views and audits of the units of general 
local government required by § 570.492. 

(b) Information considered. In con-
ducting performance reviews and au-
dits, HUD will rely primarily on infor-
mation obtained from the state’s per-
formance report, records maintained 
by the state, findings from on-site 
monitoring, audit reports, and the sta-
tus of the state’s unexpended grant 
funds. HUD may also consider relevant 
information on the state’s performance 
gained from other sources, including 
litigation, citizens’ comments, and 
other information provided by the 
state. A State’s failure to maintain 
records in accordance with § 570.490 
may result in a finding that the State 
has failed to meet the applicable re-
quirement to which the record per-
tains. 

[57 FR 53397, Nov. 9, 1992, as amended at 61 
FR 54922, Oct. 22, 1996] 

§ 570.494 Timely distribution of funds 
by states. 

(a) States are encouraged to adopt 
and achieve a goal of obligating and 
announcing 95 percent of funds to units 
of general local government within 12 
months of the state signing its grant 
agreement with HUD. 

(b) HUD will review each state to de-
termine if the state has distributed 
CDBG funds in a timely manner. The 
state’s distribution of CDBG funds is 
timely if: 

(1) All of the state’s annual grant (ex-
cluding state administration) has been 
obligated and announced to units of 
general local government within 15 
months of the state signing its grant 
agreement with HUD; and 

(2) Recaptured funds and program in-
come received by the state are expedi-
tiously obligated and announced to 
units of general local government. 

(c) HUD may collect necessary infor-
mation from states to determine 
whether CDBG funds have been distrib-
uted in a timely manner. 

§ 570.495 Reviews and audits response. 

(a) If HUD’s review and audit under 
§ 570.493 results in a negative deter-
mination, or if HUD otherwise deter-
mines that a state or unit of general 
local government has failed to comply 
with any requirement of this subpart, 
the state will be given an opportunity 
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to contest the finding and will be re-
quested to submit a plan for corrective 
action. If the state is unsuccessful in 
contesting the validity of the finding 
to the satisfaction of HUD, or if the 
state’s plan for corrective action is not 
satisfactory to HUD, HUD may take 
one or more of the following actions to 
prevent a continuation of the defi-
ciency; mitigate, to the extent pos-
sible, the adverse effects or con-
sequence of the deficiency; or prevent a 
recurrence of the deficiency: 

(1) Issue a letter of warning that ad-
vises the State of the deficiency and 
puts the state on notice that additional 
action will be taken if the deficiency is 
not corrected or is repeated; 

(2) Advise the state that additional 
information or assurances will be re-
quired before acceptance of one or 
more of the certifications required for 
the succeeding year grant; 

(3) Advise the state to suspend or ter-
minate disbursement of funds for a de-
ficient activity or grant; 

(4) Advise the state to reimburse its 
grant in any amounts improperly ex-
pended; 

(5) Change the method of payment to 
the state from an advance basis to a re-
imbursement basis; 

(6) Based on the state’s current fail-
ure to comply with a requirement of 
this subpart which will affect the use 
of the succeeding year grant, condition 
the use of the succeeding fiscal years 
grant funds upon appropriate correc-
tive action by the state. When 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 HUD determines that 
a state or unit of general local govern-
ment which is a recipient of CDBG 
funds has failed to comply with section 
109 of the Act (nondiscrimination re-
quirements), HUD shall notify the gov-
ernor of the State or chief executive of-
ficer of the unit of general local gov-
ernment of the noncompliance and 
shall request the governor or the chief 
executive officer to secure compliance. 
If within a reasonable time, not to ex-
ceed sixty days, the governor or chief 
executive officer fails or refuses to se-
cure compliance, HUD may take the 
following action: 

(i) Refer the matter to the Attorney 
General with a recommendation that 
an appropriate civil action be insti-
tuted; 

(ii) Exercise the powers and functions 
provided by title VI of the Civil Rights 
Act of 1964 (42 U.S.C. 2000d–2000d–7); 

(iii) Exercise the powers and func-
tions provided for in § 570.496; or 

(iv) Take such other action as may be 
provided by law. 

(2) When a matter is referred to the 
Attorney General pursuant to para-
graph (b)(1)(i) of this section, or when-
ever HUD has reason to believe that a 
State or unit of general local govern-
ment is engaged in a pattern or prac-
tice 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 appro-
priate, including injunctive relief. 

§ 570.496 Remedies for noncompliance; 
opportunity for hearing. 

(a) General. Action pursuant to this 
section will be taken only after at least 
one of the corrective or remedial ac-
tions specified in § 570.495 has been 
taken, and only then if the State or 
unit of general local government has 
not made an appropriate or timely re-
sponse. 

(b) Remedies. (1) If HUD finds after 
reasonable notice and opportunity for 
hearing that a State or unit of general 
local government has failed to comply 
with any provision of this subpart, 
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 grants to the state by an 
amount equal to the amount of CDBG 
funds distributed or used without com-
pliance with the requirements of this 
subpart; 

(iii) Limit the availability of pay-
ments to the state to activities not af-
fected by the failure to comply or to 
activities designed to overcome the 
failure to comply; 

(iv) Based on the state’s failure to 
comply with a requirement of this sub-
part (other than the state’s current 
failure to comply which will affect the 
use of the succeeding year grant), con-
dition the use of the grant funds upon 
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appropriate corrective action by the 
state specified by HUD; or 

(v) With respect to a CDBG grant 
awarded by the state to a unit of gen-
eral local government, withhold, re-
duce, or withdraw the grant, require 
the state to withhold, reduce, or with-
draw the grant, or take other action as 
appropriate, except that CDBG funds 
expended on eligible activities shall 
not be recaptured or deducted from fu-
ture CDBG grants to such unit of gen-
eral local government. 

(2) HUD may on due notice suspend 
payments at any time after the 
issuance of a notice of opportunity for 
hearing pursuant to paragraph (d) of 
this section, pending such hearing and 
a final decision, to the extent HUD de-
termines such action necessary to pre-
vent a continuation of the noncompli-
ance. 

(c) In lieu of, or in addition to, the 
action authorized by paragraph (b) of 
this section, if HUD has reason to be-
lieve that the state or unit of general 
local government has failed 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 action be instituted; and 

(2) Upon such a referral, the Attorney 
General may bring a civil action in any 
United States district court having 
venue thereof for such relief as may be 
appropriate, including an action to re-
cover the amount of the CDBG funds 
which was not expended in accordance 
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 before imposition of 
a sanction described in paragraph (b)(1) 
of this section: 

(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 no-
tice shall be sent to the respondent by 
first class mail and shall provide no-
tice: 

(i) In a manner which is adequate to 
allow the respondent to prepare its re-
sponse, the basis upon which HUD de-
termined that the respondent failed to 
comply with a provision of this sub-
part; 

(ii) That the hearing procedures are 
governed by these rules; 

(iii) That the respondent has 14 days 
from receipt of the notice within which 
to provide a written request for a hear-
ing to the Docket Clerk, Office of Ad-
ministrative Law Judges, and the ad-
dress and telephone number of the 
Docket Clerk; 

(iv) Of the action which HUD pro-
poses to take and that the authority 
for this action is § 570.496 of this sub-
part; 

(v) That if the respondent fails to re-
quest a hearing within the time speci-
fied, HUD’s determination that the re-
spondent failed to comply with a provi-
sion of this subpart shall be final and 
HUD may proceed to take the proposed 
action. 

(2) Initiation of hearing. The respond-
ent shall be allowed 14 days from re-
ceipt of the notice within which to no-
tify HUD in writing of its request for a 
hearing. If no request is received with-
in the time specified, HUD’s deter-
mination that the respondent failed to 
comply with a provision of this subpart 
shall be final and HUD may proceed to 
take the proposed action. 

(3) Administrative Law Judge. Pro-
ceedings conducted under these rules 
shall be presided over by an Adminis-
trative Law Judge (ALJ), appointed as 
provided by section 11 of the Adminis-
trative Procedure Act (5 U.S.C. 3105). 
The case shall be referred to the ALJ 
by HUD at the time a hearing is re-
quested. The ALJ shall promptly no-
tify 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 action necessary 
to avoid delay in the disposition of pro-
ceedings and to maintain order. The 
ALJ shall have all powers necessary to 
those ends, including but not limited 
to the power: 

(i) To administer oaths and affirma-
tions; 

(ii) To issue subpoenas as authorized 
by law; 
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(iii) To rule upon offers of proof and 
receive relevant evidence; 

(iv) To order or limit discovery be-
fore the hearing as the interests of jus-
tice may require; 

(v) To regulate the course of the 
hearing and the conduct of the parties 
and their counsel; 

(vi) To hold conferences for the set-
tlement or simplification of the issues 
by consent of the parties; 

(vii) To consider and rule upon all 
procedural and other motions appro-
priate in adjudicative proceedings; and 

(viii) To make and file initial deter-
minations. 

(4) Ex parte communications. An ex 
parte communication is any commu-
nication with an ALJ, direct or indi-
rect, oral or written, concerning the 
merits or procedures of any pending 
proceeding which is made by a party in 
the absence of any other party. Ex 
parte communications are prohibited 
except where the purpose and content 
of the communication have been dis-
closed in advance or simultaneously to 
all parties, or the communication is a 
request for information concerning the 
status of the case. Any ALJ who re-
ceives an ex parte communication 
which the ALJ knows or has reason to 
believe is unauthorized shall promptly 
place the communication, or its sub-
stance, in all files and shall furnish 
copies to all parties. Unauthorized ex 
parte communications shall not be 
taken into consideration in deciding 
any matter in issue. 

(5) The hearing. All parties shall have 
the right to be represented at the hear-
ing by counsel. The ALJ shall conduct 
the proceedings in an expeditious man-
ner while allowing the parties to 
present all oral and written evidence 
which tends to support their respective 
positions, but the ALJ shall exclude ir-
relevant, immaterial or unduly repeti-
tious evidence. HUD has the burden of 
proof in showing by a preponderance of 
evidence that the respondent failed to 
comply with a provision of this sub-
part. Each party shall be allowed to 
cross-examine adverse witnesses and to 
rebut and comment upon evidence pre-
sented by the other party. Hearings 
shall be open to the public. So far as 
the orderly conduct of the hearing per-
mits, interested persons other than the 

parties may appear and participate in 
the hearing. 

(6) Transcripts. Hearings shall be re-
corded and transcribed only by a re-
porter under the supervision of the 
ALJ. The original transcript shall be a 
part of the record and shall constitute 
the sole official transcript. Respond-
ents and the public, at their own ex-
pense, shall obtain copies of the tran-
script. 

(7) The ALJ’s decisions. At the conclu-
sion of the hearing, the ALJ shall give 
the parties a reasonable opportunity to 
submit proposed findings and conclu-
sions and supporting reasons therefor. 
Generally, within 60 days after the con-
clusion of the hearing, the ALJ shall 
prepare a written decision which in-
cludes a Statement of findings and con-
clusions, and the reasons or basis 
therefor, on all the material issues of 
fact, law or discretion presented on the 
record and the appropriate sanction or 
denial thereof. The decision shall be 
based on consideration of the whole 
record or those parts thereof cited by a 
party and supported by and in accord-
ance with the reliable, probative, and 
substantial evidence. A copy of the de-
cision shall be furnished to the parties 
immediately by first class mail and 
shall include a notice that any requests 
for review by the Secretary must be 
made in writing to the Secretary with-
in 30 days of the receipt of the decision. 

(8) Record. The transcript of testi-
mony and exhibits, together with the 
decision of the ALJ and all papers and 
requests filed in the proceeding, con-
stitutes the exclusive record for deci-
sion and, on payment of its reasonable 
cost, shall be made available to the 
parties. After reaching the initial deci-
sion, the ALJ shall certify to the com-
plete record and forward the record to 
the Secretary. 

(9) Review by the Secretary. The deci-
sion by the ALJ shall constitute the 
final decision of HUD unless, within 30 
days after the receipt of the decision, 
either the respondent or the Assistant 
Secretary for Community Planning and 
Development files an exception and re-
quest for review by the Secretary. The 
excepting party must transmit simul-
taneously to the Secretary and the 
other party the request for review and 
the bases of the party’s exceptions to 
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the findings of the ALJ. The other 
party shall be allowed 30 days from re-
ceipt of the exception to provide the 
Secretary and the excepting party with 
a written reply. The Secretary shall 
then review the record of the case, in-
cluding the exceptions and the reply. 
On the basis of such review, the Sec-
retary shall issue a written determina-
tion, including a Statement of the ra-
tionale therefor, affirming, modifying 
or revoking the decision of the ALJ. 
The Secretary’s decision shall be made 
and transmitted to the parties within 
60 days after the decision of the ALJ 
was furnished to the parties. 

(10) Judicial review. The respondent 
may seek judicial review of HUD’s de-
cision pursuant to section 111(c) of the 
Act. 

[74 FR 4636, Jan. 26, 2009] 

§ 570.497 Condition of State election to 
administer State CDBG Program. 

Pursuant to section 106(d)(2)(A)(i) of 
the Act, a State has the right to elect, 
in such manner and at such time as the 
Secretary may prescribe, to administer 
funds allocated under subpart A of this 
part for use in nonentitlement areas of 
the State. After January 26, 1995, any 
State which elects to administer the 
allocation of CDBG funds for use in 
nonentitlement areas of the State in 
any year must, in addition to all other 
requirements of this subpart, submit a 
pledge by the State in accordance with 
section 108(d)(2) of the Act, and in a 
form acceptable to HUD, of any future 
CDBG grants it may receive under sub-
part A and this subpart. Such pledge 
shall be for the purpose of assuring re-
payment of any debt obligations (as de-
fined in § 570.701), in accordance with 
their terms, that HUD may have guar-
anteed in the respective State on be-
half of any nonentitlement public enti-
ty (as defined in § 570.701) or its des-
ignated public agency prior to the 
State’s election. 

[59 FR 66604, Dec. 27, 1994] 

Subpart J—Grant Administration 

SOURCE: 53 FR 8058, Mar. 11, 1988, unless 
otherwise noted. 

§ 570.500 Definitions. 
For the purposes of this subpart, the 

following terms shall apply: 
(a) Program income means gross in-

come received by the recipient or a 
subrecipient directly generated from 
the use of CDBG funds, except as pro-
vided in paragraph (a)(4) of this sec-
tion. 

(1) Program income includes, but is 
not limited to, the following: 

(i) Proceeds from the disposition by 
sale or long-term lease of real property 
purchased or improved with CDBG 
funds; 

(ii) Proceeds from the disposition of 
equipment purchased with CDBG funds; 

(iii) Gross income from the use or 
rental of real or personal property ac-
quired by the recipient or by a sub-
recipient with CDBG funds, less costs 
incidental to generation of the income; 

(iv) Gross income from the use or 
rental of real property, owned by the 
recipient or by a subrecipient, that was 
constructed or improved with CDBG 
funds, less costs incidental to genera-
tion of the income; 

(v) Payments of principal and inter-
est on loans made using CDBG funds, 
except as provided in paragraph (a)(3) 
of this section; 

(vi) Proceeds from the sale of loans 
made with CDBG funds; 

(vii) Proceeds from sale of obliga-
tions secured by loans made with 
CDBG funds; 

(viii) [Reserved] 
(ix) Interest earned on program in-

come pending its disposition; and 
(x) Funds collected through special 

assessments made against properties 
owned and occupied by households not 
of low and moderate income, where the 
assessments are used to recover all or 
part of the CDBG portion of a public 
improvement. 

(2) Program income does not include 
income earned (except for interest de-
scribed in § 570.513) on grant advances 
from the U.S. Treasury. The following 
items of income earned on grant ad-
vances must be remitted to HUD for 
transmittal to the U.S. Treasury, and 
will not be reallocated under section 
106(c) or (d) of the Act: 

(i) Interest earned from the invest-
ment of the initial proceeds of a grant 
advance by the U.S. Treasury; 
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