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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.....ccciiiiiiiiiiiiiiii e enes as of January 1
Title 17 through Title 27 as of April 1
Title 28 through Title 41 ..o as of July 1
Title 42 through Title 50....ccciuiiiiiiiiiiiiii e aens as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, April 1, 2017), consult the ‘‘List of CFR Sections Affected (LSA),”
which is issued monthly, and the ‘“‘Cumulative List of Parts Affected,”” which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

PAST PROVISIONS OF THE CODE

Provisions of the Code that are no longer in force and effect as of the revision
date stated on the cover of each volume are not carried. Code users may find
the text of provisions in effect on any given date in the past by using the appro-
priate List of CFR Sections Affected (LLSA). For the convenience of the reader,
a “List of CFR Sections Affected” is published at the end of each CFR volume.
For changes to the Code prior to the LSA listings at the end of the volume,
consult previous annual editions of the LSA. For changes to the Code prior to
2001, consult the List of CFR Sections Affected compilations, published for 1949-
1963, 1964-1972, 1973-1985, and 1986-2000.

“[RESERVED]”’ TERMINOLOGY

The term ‘‘[Reserved]’’ is used as a place holder within the Code of Federal
Regulations. An agency may add regulatory information at a ‘‘[Reserved]”’ loca-
tion at any time. Occasionally ‘‘[Reserved]’’ is used editorially to indicate that
a portion of the CFR was left vacant and not accidentally dropped due to a print-
ing or computer error.

INCORPORATION BY REFERENCE

What is incorporation by reference? Incorporation by reference was established
by statute and allows Federal agencies to meet the requirement to publish regu-
lations in the Federal Register by referring to materials already published else-
where. For an incorporation to be valid, the Director of the Federal Register
must approve it. The legal effect of incorporation by reference is that the mate-
rial is treated as if it were published in full in the Federal Register (6 U.S.C.
562(a)). This material, like any other properly issued regulation, has the force
of law.

What is a proper incorporation by reference? The Director of the Federal Register
will approve an incorporation by reference only when the requirements of 1 CFR
part 51 are met. Some of the elements on which approval is based are:

(a) The incorporation will substantially reduce the volume of material pub-
lished in the Federal Register.

(b) The matter incorporated is in fact available to the extent necessary to
afford fairness and uniformity in the administrative process.

(¢c) The incorporating document is drafted and submitted for publication in
accordance with 1 CFR part 51.

What if the material incorporated by reference cannot be found? If you have any
problem locating or obtaining a copy of material listed as an approved incorpora-
tion by reference, please contact the agency that issued the regulation containing
that incorporation. If, after contacting the agency, you find the material is not
available, please notify the Director of the Federal Register, National Archives
and Records Administration, 8601 Adelphi Road, College Park, MD 20740-6001, or
call 202-741-6010.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Authorities and Rules. A list of CFR
titles, chapters, subchapters, and parts and an alphabetical list of agencies pub-
lishing in the CFR are also included in this volume.
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An index to the text of ‘““Title 3—The President’ is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the ‘“‘Contents’ entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (ILSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-741-6000 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, 8601 Adelphi Road, College Park, MD 20740-6001 or e-mail
fedreg.info@nara.gov.

SALES

The Government Publishing Office (GPO) processes all sales and distribution
of the CFR. For payment by credit card, call toll-free, 866-512-1800, or DC area,
202-512-1800, M-F 8 a.m. to 4 p.m. e.s.t. or fax your order to 202-512-2104, 24 hours
a day. For payment by check, write to: US Government Publishing Office — New
Orders, P.O. Box 979050, St. Louis, MO 63197-9000.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, the LSA (List of CFR Sections
Affected), The United States Government Manual, the Federal Register, Public
Laws, Public Papers of the Presidents of the United States, Compilation of Presi-
dential Documents and the Privacy Act Compilation are available in electronic
format via www.ofr.gov. For more information, contact the GPO Customer Con-
tact Center, U.S. Government Publishing Office. Phone 202-512-1800, or 866-512-
1800 (toll-free). E-mail, ContactCenter@gpo.gov.

The Office of the Federal Register also offers a free service on the National
Archives and Records Administration’s (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect
to NARA’s web site at www.archives.gov/federal-register.

The e-CFR is a regularly updated, unofficial editorial compilation of CFR ma-
terial and Federal Register amendments, produced by the Office of the Federal
Register and the Government Publishing Office. It is available at www.ecfr.gov.

OLIVER A. POTTS,

Director,

Office of the Federal Register.
April 1, 2017.
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THIS TITLE

Title 24—HOUSING AND URBAN DEVELOPMENT is composed of five volumes. The
first four volumes containing parts 0-199, parts 200-499, parts 500-699, parts 700-
1699, represent the regulations of the Department of Housing and Urban Develop-
ment. The fifth volume, containing part 1700 to end, continues with regulations
of the Department of Housing and Urban Development and also includes regula-
tions of the Board of Directors of the Hope for Homeowners Program, and the
Neighborhood Reinvestment Corporation. The contents of these volumes rep-
resent all current regulations codified under this title of the CFR as of April
1, 2017.

For this volume, Michele Bugenhagen was Chief Editor. The Code of Federal
Regulations publication program is under the direction of John Hyrum Martinez,
assisted by Stephen J. Frattini.
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SUBCHAPTER A—GENERAL

PART 500—EXPIRING PROGRAMS—
SAVINGS CLAUSE

AUTHORITY: 42 U.S.C. 3535(d).
SOURCE: 79 FR 58195, Sept. 2, 2014, unless
otherwise noted.

§500.1 Expiring
clause.

programs—Savings

No new grants or grant agreements
are being made under the programs
listed in this section. Existing grants
or grant agreements making designa-
tion under these programs continue to
be governed by the regulations in effect
as they existed immediately before Oc-

tober 2, 2014 (see 24 CFR parts 500 to
699, revised as of April 1, 2014):

24 CFR Part 511 Rental Rehabilitation
Grant Program (42 U.S.C. 14370)

24 CFR Part 572 HOPE for Homeown-
ership of Single Family Homes
(HOPE 3) (42 U.S.C. 12891)

24 CFR Part 585 Youthbuild (42 U.S.C.
8011)

24 CFR Part 590 Urban homesteading
(12 U.S.C. 1706e)

24 CFR Part 597 Urban empowerment
zones and enterprise communities
(Round one designations) (26 U.S.C.
1391)

24 CFR Part 598 Urban empowerment
zones; Round two and three des-
ignations (26 U.S.C. 1391)



SUBCHAPTER B—SLUM CLEARANCE AND URBAN RENEWAL

PART 510—SECTION 312
REHABILITATION LOAN PROGRAM

AUTHORITY: 42 U.S.C. 1452b and 3535(d).

SOURCE: 79 FR 51895, Sept. 2, 2014, unless
otherwise noted. Redesignated at 79 FR 51895,
Sept. 2, 2014.

§510.1 Multi-family property loans.

(a) In cases in which a corporation is
a borrower on a section 312 loan, the
Assistant Secretary for CPD or his des-
ignee may require an officer of the cor-
poration or a principal stockholder to
personally guarantee the section 312
loan or to cosign the loan note as a
borrower, where necessary to make the
finding of acceptable risk required for
assumption of the loan.

(b) All partners of any partnership
which is a borrower on a section 312
loan shall be personally liable for re-
payment of the section 312 loan. Lim-
ited partners shall assume personal li-
ability by co-signing the loan note as a
borrower or by personally guaranteeing
the loan.

(c) Any personal guarantee or en-
dorsement shall not relieve the part-
nership or corporate borrower from se-
curing the section 312 loan by a mort-
gage or deed of trust on the property to
be rehabilitated.

[44 FR 21751, Apr. 11, 1979, as amended at 44
FR 47513, Aug. 13, 1979; 44 FR 55562, Sept. 27,
1979. Redesignated and amended at 61 FR
7061, Feb. 23, 1996]



SUBCHAPTER C—COMMUNITY FACILITIES

PART 570—COMMUNITY
DEVELOPMENT BLOCK GRANTS

Subpart A—General Provisions

Sec.
570.1
570.3
570.4
570.5

Purpose and primary objective.
Definitions.

Allocation of funds.

Waivers.

Subpart B [Reserved]

Subpart C—Eligible Activities

570.200 General policies.

570.201 Basic eligible activities.

570.202 Eligible rehabilitation and preserva-
tion activities.

570.203 Special economic development ac-

tivities.

570.204 Special activities by Community-
Based Development Organizations
(CBDOs).

570.205 Eligible planning, urban environ-
mental design and policy-planning-man-
agement-capacity building activities.

570.206 Program administrative costs.

570.207 Ineligible activities.

570.208 Criteria for national objectives.

570.209 Guidelines for evaluating and select-
ing economic development projects.

570.210 Prohibition on use of assistance for
employment relocation activities.

Subpart D—Entitlement Grants

570.300
570.301
570.302
570.303
570.304
570.307
570.308
570.309

General.

Activity locations and float-funding.
Submission requirements.
Certifications.

Making of grants.

Urban counties.

Joint requests.

Restriction on location of activities.

Subpart E—Special Purpose Grants

570.400 General.

570.401 Community adjustment and eco-
nomic diversification planning assist-
ance.

570.402 Technical assistance awards.

570.403 New Communities.

570.404 Historically Black colleges and uni-
versities program.

570.405 The insular areas.

570.406 Formula miscalculation grants.

570.410 Special Projects Program.

570.411 Joint Community Development Pro-
gram.

570.415 Community
Study Program.

Development Work

570.416 Hispanic-serving institutions work

study program.

Subpart F—Small Cities,
CDBG Grants in Hawadii
Areas Programs

Non-Entitlement
and Insular

570.420 General.

570.421 New York Small Cities Program de-
sign.

570.422-4.25 [Reserved]

570.426 Program income.

570.427 Program amendments.

570.428 [Reserved]

570.429 Hawaii general and grant require-
ments.

570.431 Citizen participation.

570.440 Application requirements for insular
area grants funded under section 106.
570.441 Citizen participation—insular areas.

570.442 Reallocations-Insular Areas.

Subpart G—Urban Development Action
Grants

570.450 Purpose.

570.456 Ineligible activities and limitations
on eligible activities.

570.457 Displacement, relocation,
tion, and replacement of housing.

570.461 Post-preliminary approval require-
ments; lead-based paint.

570.463 Project amendments and revisions.

570.464 Project closeout.

570.465 Applicability of rules and regula-
tions.

570.466 Additional application submission
requirements for Pockets of Poverty—
employment opportunities.

acquisi-

Subpart H [Reserved]

Subpart |—State Community Development
Block Grant Program

570.480
570.481
570.482

General.

Definitions.

Eligible activities.

570.483 Criteria for national objectives.

570.484 Overall benefit to low and moderate
income persons.

570.485 Making of grants.

570.486 Local government requirements.

570.487 Other applicable laws and related
program requirements.

570.488 Displacement, relocation, acquisi-
tion, and replacement of housing.
570.489 Program administrative require-

ments.
570.490 Recordkeeping requirements.
570.491 Performance and evaluation report.
570.492 State’s reviews and audits.
570.493 HUD’s reviews and audits.



§570.1

570.494 Timely distribution of funds by
states.

570.495 Reviews and audits response.

570.496 Remedies for noncompliance; oppor-
tunity for hearing.

570.497 Condition of State election to ad-
minister State CDBG Program.

Subpart J—Grant Administration

570.500 Definitions.

570.501 Responsibility for grant administra-
tion.

570.502 Applicability of uniform administra-
tive requirements.

570.503 Agreements with subrecipients.

570.504 Program income.

570.505 Use of real property.

570.506 Records to be maintained.

570.507 Reports.

570.508 Public access to program records.

570.509 Grant closeout procedures.

570.5610 Transferring projects from urban
counties to metropolitan cities.

570.511 Use of escrow accounts for rehabili-
tation of privately owned residential
property.

570.512 [Reserved]

570.513 Lump sum drawdown for financing
of property rehabilitation activities.

Subpart K—Other Program Requirements

570.600 General.

570.601 Public Law 88-352 and Public Law 90—
284; affirmatively furthering fair hous-
ing; Executive Order 11063.

570.602 Section 109 of the Act.

570.603 Labor standards.

570.604 Environmental standards.

570.605 National Flood Insurance Program.

570.606 Displacement, relocation, acquisi-
tion, and replacement of housing.

570.607 Employment and contracting oppor-
tunities.

570.608 Lead-based paint.

570.609 Use of debarred, suspended or ineli-
gible contractors or subrecipients.

570.610 Uniform administrative require-
ments, cost principles, and audit require-
ments (or Federal awards).

570.611 Conflict of interest.

570.612 Executive Order 12372.

570.613 Eligibility restrictions for certain
resident aliens.

570.614 Architectural Barriers Act and the
Americans with Disabilities Act.

570.615 Housing counseling.

Subpart L [Reserved]

Subpart M—Loan Guarantees

570.700
570.701
570.702
570.703
570.704

Purpose.

Definitions.

Eligible applicants.
Eligible activities.
Application requirements.
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570.705 Loan requirements.

570.706 Federal guarantee; subrogation.

570.707 Applicability of rules and regula-
tions.

570.708 Sanctions.

570.709 Allocation of loan guarantee assist-
ance.

570.710 State responsibilities.

570.711 State borrowers; additional require-
ments and application procedures.

570.712 Collection of fees; procedure to de-
termine amount of the fee.

Subpart N—Urban Renewal Provisions

570.800 Urban renewal regulations.

Subpart O—Performance Reviews

570.900 General.

570.901 Review for compliance with the pri-
mary and national objectives and other
program requirements.

570.902 Review to determine if CDBG funded
activities are being carried out in a time-
1y manner.

570.903 Review to determine if the recipient
is meeting its consolidated plan respon-
sibilities.

570.904 Equal opportunity and fair housing
review criteria.

570.906 Review of continuing capacity to
carry out CDBG funded activities in a
timely manner.

570.906 Review of urban counties.

570.907-570.909 [Reserved]

570.910 Corrective and remedial actions.

570.911 Reduction, withdrawal, or adjust-
ment of a grant or other appropriate ac-
tion.

570.912 Nondiscrimination compliance.

570.913 Other remedies for noncompliance.

APPENDIX A TO PART 570—GUIDELINES AND
OBJECTIVES FOR KEVALUATING PROJECT
COSTS AND FINANCIAL REQUIREMENTS

AUTHORITY: 12 U.S.C. 1701x, 1701 x-1; 42
U.8.C. 3535(d) and 5301-5320.

SOURCE: 40 FR 24693, June 9, 1975, unless
otherwise noted.

Subpart A—General Provisions

SOURCE: 53 FR 34437, Sept. 6, 1988, unless
otherwise noted.

§570.1 Purpose and primary objective.

(a) This part describes policies and
procedures applicable to the following
programs authorized under title I of
the Housing and Community Develop-
ment Act of 1974, as amended:

(1) Entitlement grants program (sub-
part D);



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

(2) Nonentitlement Funds: HUD-ad-
ministered Small Cities and Insular
Area programs (subpart F);

(3) State program: State-adminis-
tered CDBG nonentitlement funds (sub-
part I);

(4) Special Purpose Grants (subpart
E);

(5) Urban Development Action Grant
program (subpart G); and

(6) Loan Guarantees (subpart M).

(b) Subparts A, C, J, K, and O apply
to all programs in paragraph (a) except
as modified or limited under the provi-
sions of these subparts or the applica-
ble program regulations. In the appli-
cation of the subparts to Special Pur-
pose Grants or the Urban Development
Action Grant program, the reference to
funds in the form of grants in the term
“CDBG funds’’, as defined in §570.3,
shall mean the grant funds under those
programs. The subparts do not apply to
the State program (subpart I) except to
the extent expressly referred to.

(c) The primary objective of the pro-
grams authorized under title I of the
Housing and Community Development
Act of 1974, as amended, is described in
section 101(c) of the Act (42 U.S.C.
5301(c)).

[63 FR 34437, Sept. 6, 1988, as amended at 56
FR 56126, Oct. 31, 1991; 61 FR 11475, Mar. 20,
1996; 69 FR 32778, June 10, 2004]

§570.3 Definitions.

The terms Affirmatively Furthering
Fair Housing, Assessment of Fair Housing
or AFH, HUD, and Secretary are defined
in 24 CFR part 5. All of the following
definitions in this section that rely on
data from the United States Bureau of
the Census shall rely upon the data
available from the latest decennial
census or the American Community
Survey.

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

Age of housing means the number of
yvear-round housing units, as further
defined in section 102(a)(11) of the Act.

Applicant means a State or unit of
general local government that makes
application pursuant to the provisions
of subpart E, F, G or M.

Buildings for the general conduct of
government shall have the meaning pro-
vided in section 102(a)(21) of the Act.

11
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CDBG funds means Community De-
velopment Block Grant funds, includ-
ing funds received in the form of grants
under subpart D, F, or §570.405 of this
part, funds awarded under section
108(q) of the Housing and Community
Development Act of 1974, loans guaran-
teed under subpart M of this part,
urban renewal surplus grant funds, and
program income as defined in
§570.500(a).

Chief executive officer of a State or
unit of general local government
means the elected official or the le-
gally designated official, who has the
primary responsibility for the conduct
of that entity’s governmental affairs.
Examples of the ‘‘chief executive offi-
cer” of a unit of general local govern-
ment are: the elected mayor of a mu-
nicipality; the elected county execu-
tive of a county; the chairperson of a
county commission or board in a coun-
ty that has no elected county execu-
tive; and the official designated pursu-
ant to law by the governing body of a
unit of general local government.

City means the following:

(1) For purposes of Entitlement Com-
munity Development Block Grant and
Urban Development Action Grant eligi-
bility:

(i) Any unit of general local govern-
ment that is classified as a munici-
pality by the United States Bureau of
the Census, or

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

(A) Possesses powers and performs
functions comparable to those associ-
ated with municipalities;

(B) Is closely settled (except that the
Secretary may reduce or waive this re-
quirement on a case by case basis for
the purposes of the Action Grant pro-
gram); and

(C) Contains within its boundaries no
incorporated places as defined by the
United States Bureau of the Census
that have not entered into cooperation
agreements with the town or township
for a period covering at least 3 years to
undertake or assist in the undertaking
of essential community development
and housing assistance activities. The
determination of eligibility of a town
or township to qualify as a city will be



§570.3

based on information available from
the United States Bureau of the Census
and information provided by the town
or township and its included units of
general local government.

(2) For purposes of Urban Develop-
ment Action Grant eligibility only,
Guam, the Virgin Islands, American
Samoa, the Commonwealth of the
Northern Mariana Islands, the counties
of Kauai, Maui, and Hawaii in the
State of Hawaii, and Indian tribes that
are eligible recipients under the State
and Local Government Fiscal Assist-
ance Act of 1972 and located on reserva-
tions in Oklahoma as determined by
the Secretary of the Interior or in
Alaskan Native Villages.

Community Development Financial In-
stitution has the same meaning as used
in the Community Development Bank-
ing and Financial Institutions Act of
1994 (12 U.S.C. 4701 note).

Consolidated plan. The plan prepared
in accordance with 24 CFR part 91,
which describes needs, resources, prior-
ities and proposed activities to be un-
dertaken with respect to HUD pro-
grams, including the CDBG program.
An approved consolidated plan means a
consolidated plan that has been ap-
proved by HUD in accordance with 24
CFR part 91.

Discretionary grant means a grant
made from the various Special Purpose
Grants in accordance with subpart E of
this part.

Entitlement amount means the amount
of funds which a metropolitan city or
urban county is entitled to receive
under the Entitlement grant program,
as determined by formula set forth in
section 106 of the Act

Extent of growth lag shall have the
meaning provided in section 102(a)(12)
of the Act.

Extent of housing overcrowding shall
have the meaning provided in section
102(a)(10) of the Act.

Extent of poverty means the number
of persons whose incomes are below the
poverty level based on data compiled
and published by the United States Bu-
reau of the Census available from the
latest census referable to the same
point or period in time and the latest
reports from the Office of Management
and Budget. For purposes of this part,
the Secretary has determined that it is
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neither feasible nor appropriate to
make adjustments at this time in the
computations of ‘“‘extent of poverty”
for regional or area variations in in-
come and cost of living.

Family refers to the definition of
“family’’ in 24 CFR 5.403.

Household means all persons occu-
pying a housing unit. The occupants
may be a family, as defined in 24 CFR
5.403; two or more families living to-
gether; or any other group of related or
unrelated persons who share living ar-
rangements, regardless of actual or
perceived, sexual orientation, gender
identity, or marital status.

Income. For the purpose of deter-
mining whether a family or household
is low- and moderate-income under
subpart C of this part, grantees may se-
lect any of the three definitions listed
below for each activity, except that in-
tegrally related activities of the same
type and qualifying under the same
paragraph of §570.208(a) shall use the
same definition of income. The option
to choose a definition does not apply to
activities that qualify under
§570.208(a)(1) (Area benefit activities),
except when the recipient carries out a
survey under §570.208(a)(1)(vi). Activi-
ties qualifying under §570.208(a)(1) gen-
erally must use the area income data
supplied to recipients by HUD. The
three definitions are as follows:

(1)) ‘““‘Annual income” as defined
under the Section 8 Housing Assistance
Payments program at 24 CFR 813.106
(except that if the CDBG assistance
being provided is homeowner rehabili-
tation under §570.202, the value of the
homeowner’s primary residence may be
excluded from any calculation of Net
Family Assets); or

(ii) Annual income as reported under
the Census long-form for the most re-
cent available decennial Census. This
definition includes:

(A) Wages, salaries,
sions, etc.;

(B) Self-employment income from
own nonfarm business, including pro-
prietorships and partnerships;

(C) Farm self-employment income;

(D) Interest, dividends, net rental in-
come, or income from estates or trusts;

(E) Social Security or railroad retire-
ment;

tips, commis-
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(F) Supplemental Security Income,
Aid to Families with Dependent Chil-
dren, or other public assistance or pub-
lic welfare programs;

(G) Retirement,
ability pensions; and

(H) Any other sources of income re-
ceived regularly, including Veterans’
(VA) payments, unemployment com-
pensation, and alimony; or

(iii) Adjusted gross income as defined
for purposes of reporting under Inter-
nal Revenue Service (IRS) Form 1040
for individual Federal annual income
tax purposes.

(2) Estimate the annual income of a
family or household by projecting the
prevailing rate of income of each per-
son at the time assistance is provided
for the individual, family, or household
(as applicable). Estimated annual in-
come shall include income from all
family or household members, as appli-
cable. Income or asset enhancement
derived from the CDBG-assisted activ-
ity shall not be considered in calcu-
lating estimated annual income.

Insular area shall have the meaning
provided in section 102(a)(24) of the
Act.

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

Low- and moderate-income person
means a member of a family having an
income equal to or less than the Sec-
tion 8 low-income limit established by
HUD. Unrelated individuals will be
considered as one-person families for
this purpose.

Low-income household means a house-
hold having an income equal to or less
than the Section 8 very low-income
limit established by HUD.

Low-income person means a member
of a family that has an income equal to
or less than the Section 8 very low-in-
come limit established by HUD. Unre-
lated individuals shall be considered as
one-person families for this purpose.

Metropolitan area shall have the
meaning provided in section 102(a)(3) of
the Act.

Metropolitan city shall have the mean-
ing provided in section 102(a)(4) of the
Act except that the term ‘‘central
city’’ is replaced by ‘‘principal city.”

survivor, or dis-
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Microenterprise shall have the mean-
ing provided in section 102(a)(22) of the
Act.

Moderate-income household means a
household having an income equal to
or less than the Section 8 low-income
limit and greater than the Section 8
very low-income limit, established by
HUD.

Moderate-income person means a mem-
ber of a family that has an income
equal to or less than the Section 8 low-
income limit and greater than the Sec-
tion 8 very low-income limit, estab-
lished by HUD. Unrelated individuals
shall be considered as one-person fami-
lies for this purpose.

Nonentitlement amount means the
amount of funds which is allocated for
use in a State’s nonentitlement areas
as determined by formula set forth in
section 106 of the Act.

Nonentitlement area shall have the
meaning provided in section 102(a)(7) of
the Act.

Origin year means the specific Fed-
eral fiscal year during which the an-
nual grant funds were appropriated.

Population means the total resident
population based on data compiled and
published by the United States Bureau
of the Census available from the latest
census or which has been upgraded by
the Bureau to reflect the changes re-
sulting from the Boundary and Annex-
ation Survey, new incorporations and
consolidations of governments pursu-
ant to §570.4, and which reflects, where
applicable, changes resulting from the
Bureau’s latest population determina-
tion through its estimating technique
using natural changes (birth and death)
and net migration, and is referable to
the same point or period in time.

Small business means a business that
meets the criteria set forth in section
3(a) of the Small Business Act (15
U.S.C. 631, 636, 637).

State shall have the meaning provided
in section 102(a)(2) of the Act.

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

Urban county shall have the meaning
provided in section 102(a)(6) of the Act.
For the purposes of this definition,
HUD will determine whether the coun-
ty’s combined population contains the
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required percentage of low- and mod-
erate-income persons by identifying
the number of persons that resided in
applicable areas and units of general
local government based on data from
the most recent decennial census, and
using income limits that would have
applied for the year in which that cen-
sus was taken.

Urban  Development  Action  Grant
(UDAG) means a grant made by the
Secretary pursuant to section 119 of
the Act and subpart G of this part.

[63 FR 34437, Sept. 6, 1988; 53 FR 41330, Oct. 21,
1988, as amended at 56 FR 56126, Oct. 31, 1991;
60 FR 1915, 1943, Jan. 5, 1995; 60 FR 56909, Nov.
9, 1995; 61 FR 5209, Feb. 9, 1996; 61 FR 11475,
Mar. 20, 1996; 61 FR 18674, Apr. 29, 1996; 68 FR
69582, Dec. 12, 2003; 69 FR 32778, June 10, 2004;
77 FR 5675, Feb. 3, 2012; 80 FR 42366, July 16,
2015; 80 FR 69870, Nov. 12, 2015]

§570.4 Allocation of funds.

(a) The determination of eligibility
of units of general local government to
receive entitlement grants, the entitle-
ment amounts, the allocation of appro-
priated funds to States for use in non-
entitlement areas, the reallocation of
funds, the allocation of appropriated
funds to insular areas, and the alloca-
tion of appropriated funds for discre-
tionary grants under the Secretary’s
Fund shall be governed by the policies
and procedures described in sections
106 and 107 of the Act, as appropriate.

(b) The definitions in §570.3 shall gov-
ern in applying the policies and proce-
dures described in sections 106 and 107
of the Act.

(c) In determining eligibility for enti-
tlement and in allocating funds under
section 106 of the Act for any federal
fiscal year, HUD will recognize cor-
porate status and geographical bound-
aries and the status of metropolitan
areas and principal cities effective as
of July 1 preceding such federal fiscal
year, subject to the following limita-
tions:

(1) With respect to corporate status
as certified by the applicable State and
available for processing by the Census
Bureau as of such date;

(2) With respect to boundary changes
or annexations, as are used by the Cen-
sus Bureau in preparing population es-
timates for all general purpose govern-
mental units and are available for
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processing by the Census Bureau as of
such date, except that any such bound-
ary changes or annexations which re-
sult in the population of a unit of gen-
eral local government reaching or ex-
ceeding 50,000 shall be recognized for
this purpose whether or not such
changes are used by the Census Bureau
in preparing such population esti-
mates; and

(3) With respect to the status of Met-
ropolitan Statistical Areas and prin-
cipal cities, as officially designated by
the Office of Management and Budget
as of such date.

(d) In determining whether a county
qualifies as an urban county, and in
computing entitlement amounts for
urban counties, the demographic val-
ues of population, poverty, housing
overcrowding, and age of housing of
any Indian tribes located within the
county shall be excluded. In allocating
amounts to States for use in non-
entitlement areas, the demographic
values of population, poverty, housing
overcrowding and age of housing of all
Indian tribes located in all nonentitled
areas shall be excluded. It is recognized
that all such data on Indian tribes are
not generally available from the
United States Bureau of the Census
and that missing portions of data will
have to be estimated. In accomplishing
any such estimates the Secretary may
use such other related information
available from reputable sources as
may seem appropriate, regardless of
the data’s point or period of time and
shall use the best judgement possible
in adjusting such data to reflect the
same point or period of time as the
overall data from which the Indian
tribes are being deducted, so that such
deduction shall not create an imbal-
ance with those overall data.

(e) Amounts remaining after closeout
of a grant which are required to be re-
turned to HUD under the provisions of
§570.509, Grant closeout procedures,
shall be considered as funds available
for reallocation unless the appropria-
tion under which the funds were pro-
vided to the Department has lapsed.

[63 FR 34437, Sept. 6, 1988, as amended at 68
FR 69582, Dec. 12, 2003; 69 FR 32778, June 10,
2004]
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§570.5 Waivers.

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.

[61 FR 11476, Mar. 20, 1996]
Subpart B [Reserved]
Subpart C—Eligible Activities

SOURCE: 53 FR 34439, Sept. 6, 1988, unless
otherwise noted.

§570.200 General policies.

(a) Determination of eligibility. An ac-
tivity may be assisted in whole or in
part with CDBG funds only if all of the
following requirements are met:

(1) Compliance with section 105 of the
Act. Each activity must meet the eligi-
bility requirements of section 105 of
the Act as further defined in this sub-
part.

(2) Compliance with national objectives.
Grant recipients under the Entitlement
and HUD-administered Small Cities
programs and recipients of insular area
funds under section 106 of the Act must
certify that their projected use of funds
has been developed so as to give max-
imum feasible priority to activities
which will carry out one of the na-
tional objectives of benefit to low- and
moderate-income families or aid in the
prevention or elimination of slums or
blight. The projected use of funds may
also include activities that the recipi-
ent certifies are designed to meet other
community development needs having
a particular urgency because existing
conditions pose a serious and imme-
diate threat to the health or welfare of
the community where other financial
resources are not available to meet
such needs. Consistent with the fore-
going, each recipient under the Entitle-
ment or HUD-administered Small Cit-
ies programs, and each recipient of in-
sular area funds under section 106 of
the Act must ensure and maintain evi-
dence that each of its activities as-
sisted with CDBG funds meets one of
the three national objectives as con-
tained in its certification. Criteria for
determining whether an activity ad-
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dresses one or more of these objectives
are found in §570.208.

(3) Compliance with the primary objec-
tive. The primary objective of the Act
is described in section 101(c) of the Act.
Consistent with this objective, entitle-
ment recipients, non-entitlement
CDBG grantees in Hawaii, and recipi-
ents of insular area funds under section
106 of the Act must ensure that, over a
period of time specified in their certifi-
cation not to exceed three years, not
less than 70 percent of the aggregate of
CDBG fund expenditures shall be for
activities meeting the criteria under
§570.208(a) or under §570.208(d)(5) or (6)
for benefiting low- and moderate-in-
come persons. For grants under section
107 of the Act, insular area recipients
must meet this requirement for each
separate grant. See §570.420(d)(3) for ad-
ditional discussion of the primary ob-
jective requirement for insular areas
funded under section 106 of the Act.
The requirements for the HUD-admin-
istered Small Cities program in New
York are at §570.420(d)(2). In deter-
mining the percentage of funds ex-
pended for such activities:

(i) Cost of administration and plan-
ning eligible under §570.205 and §570.206
will be assumed to benefit low and
moderate income persons in the same
proportion as the remainder of the
CDBG funds and, accordingly shall be
excluded from the calculation;

(ii) Funds deducted by HUD for re-
payment of urban renewal temporary
loans pursuant to §570.802(b) shall be
excluded;

(iii) Funds expended for the repay-
ment of loans guaranteed under the
provisions of subpart M of this part (in-
cluding repayment of the portion of a
loan used to pay any issuance, serv-
icing, underwriting, or other costs as
may be incurred under §570.705(g)) shall
also be excluded;

(iv) Funds expended for the acquisi-
tion, new construction or rehabilita-
tion of property for housing that quali-
fies under §570.208(a)(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
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be occupied by low and moderate in-
come persons.

(v) Funds expended for any other ac-
tivities qualifying under §570.208(a)
shall be counted for this purpose in
their entirety.

(4) Compliance with environmental re-
view procedures. The environmental re-
view procedures set forth at 24 CFR
part 58 must be completed for each ac-
tivity (or project as defined in 24 CFR
part 58), as applicable.

(5) Cost principles. Costs incurred,
whether charged on a direct or an indi-
rect basis, must be in conformance
with 2 CFR part 200, subpart E. All
items of cost listed in 2 CFR part 200,
subpart E, that require prior Federal
agency approval are allowable without
prior approval of HUD to the extent
they comply with the general policies
and principles stated in 2 CFR part 200,
subpart E and are otherwise eligible
under this subpart C, except for the fol-
lowing:

(i) Depreciation methods for fixed as-
sets shall not be changed without the
approval of the Federal cognizant agen-

cy.
(ii) Fines penalties, damages, and
other settlements are unallowable

costs to the CDBG program.

(iii) Costs of housing (e.g., deprecia-
tion, maintenance, utilities, fur-
nishings, rent), housing allowances and
personal living expenses (goods or serv-
ices for personal use) regardless of
whether reported as taxable income to
the employees (2 CFR 200.445);

(iv) Organization costs
200.455); and

(v) Pre-award costs are limited to
those authorized under paragraph (h) of
this section.

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

(1) Facilities containing both eligible
and ineligible uses. A public facility oth-
erwise eligible for assistance under the
CDBG program may be provided with
CDBG funds even if it is part of a mul-
tiple use building containing ineligible
uses, if:

(i) The facility which is otherwise el-
igible and proposed for assistance will
occupy a designated and discrete area
within the larger facility; and

(ii) The recipient can determine the
costs attributable to the facility pro-

(2 CFR
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posed for assistance as separate and
distinct from the overall costs of the
multiple-use building and/or facility.

Allowable costs are limited to those at-
tributable to the eligible portion of the
building or facility.

(2) Fees for use of facilities. Reasonable
fees may be charged for the use of the
facilities assisted with CDBG funds,
but charges such as excessive member-
ship fees, which will have the effect of
precluding low and moderate income
persons from using the facilities, are
not permitted.

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

(1) Definition of special assessment. The
term ‘‘special assessment’” means the
recovery of the capital costs of a public
improvement, such as streets, water or
sewer lines, curbs, and gutters, through
a fee or charge levied or filed as a lien
against a parcel of real estate as a di-
rect result of benefit derived from the
installation of a public improvement,
or a one-time charge made as a condi-
tion of access to a public improvement.
This term does not relate to taxes, or
the establishment of the value of real
estate for the purpose of levying real
estate, property, or ad valorem taxes,
and does not include periodic charges
based on the use of a public improve-
ment, such as water or sewer user
charges, even if such charges include
the recovery of all or some portion of
the capital costs of the public improve-
ment.

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

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



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

to pay the special assessments in be-
half of properties owned and occupied
by moderate income persons if the
grant recipient certifies that it does
not have sufficient CDBG funds to pay
the assessments in behalf of all of the
low and moderate income owner-occu-
pant persons. Funds collected through
such special assessments are not pro-
gram income.

(3) Public improvements not initially as-
sisted with CDBG funds. The payment of
special assessments with CDBG funds
constitutes CDBG assistance to the
public improvement. Therefore, CDBG
funds may be used to pay special as-
sessments provided:

(i) The installation of the public im-
provements was carried out in compli-
ance with requirements applicable to
activities assisted under this part in-
cluding environmental, citizen partici-
pation and Davis-Bacon requirements;

(ii) The installation of the public im-
provement meets a criterion for na-
tional objectives in §570.208(a)(1), (b),
or (¢); and

(iii) The requirements
§570.200(¢c)(2)(ii) are met.

(d) Consultant activities. Consulting
services are eligible for assistance
under this part for professional assist-
ance in program planning, development
of community development objectives,
and other general professional guid-
ance relating to program execution.
The use of consultants is governed by
the following:

(1) Employer-employee type of relation-
ship. No person providing consultant
services in an employer-employee type
of relationship shall receive more than
a reasonable rate of compensation for
personal services paid with CDBG
funds. In no event, however, shall such
compensation exceed the equivalent of
the daily rate paid for Level IV of the
Executive Schedule. Such services
shall be evidenced by written agree-
ments between the parties which detail
the responsibilities, standards, and
compensation.

(2) Independent contractor relationship.
Consultant services provided under an
independent contractor relationship
are governed by the procurement re-
quirements in 2 CFR part 200, subpart
D, and are not subject to the com-

of
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pensation limitation of Level IV of the
Executive Schedule.

(e) Recipient determinations required as
a condition of eligibility. In several in-
stances under this subpart, the eligi-
bility of an activity depends on a spe-
cial local determination. Recipients
shall maintain documentation of all
such determinations. A written deter-
mination is required for any activity
carried out under the authority of
§§570.201(1), 570.201(1)(2), 570.201(p),
570.201(q), 570.202(b)(3), 570.206(f), 570.209,
570.210, and 570.309.

(f) Means of carrying out eligible activi-
ties. (1) Activities eligible under this
subpart, other than those authorized
under §570.204(a), may be undertaken,
subject to local law:

(i) By the recipient through:

(A) Its employees, or

(B) Procurement contracts governed
by the requirements of 2 CFR part 200,
subpart D; or

(ii) Through loans or grants under
agreements with subrecipients, as de-
fined at §570.500(c); or

(iii) By one or more public agencies,
including existing local public agen-
cies, that are designated by the chief
executive officer of the recipient.

(2) Activities made eligible under
§570.204(a) may only be undertaken by
entities specified in that section.

(g) Limitation on planning and admin-
istrative costs—(1) Origin year grant ex-
penditure test. For origin year 2015
grants and subsequent grants, no more
than 20 percent of any origin year
grant shall be expended for planning
and program administrative costs, as
defined in §§570.205 and 570.206, respec-
tively. Expenditures of program in-
come for planning and program admin-
istrative costs are excluded from this
calculation.

(2) Program year obligation test. For all
grants and recipients subject to sub-
part D, the amount of CDBG funds obli-
gated during each program year for
planning plus administrative costs, as
defined in §§570.205 and 570.206, respec-
tively, shall be limited to an amount
no greater than 20 percent of the sum
of the grant made for that program
year (if any) plus the program income
received by the recipient and its sub-
recipients (if any) during that program
year. For origin year 2015 grants and
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subsequent grants, recipients must
apply this test consistent with para-
graph (g)(1) of this section.

(3) Funds from a grant of any origin
year may be used to pay planning and
program administrative costs associ-
ated with any grant of any origin year.

(h) Reimbursement for pre-award costs.
The effective date of the grant agree-
ment is the program year start date or
the date that the consolidated plan is
received by HUD, whichever is later.
For a Section 108 loan guarantee, the
effective date of the grant agreement is
the date of HUD execution of the grant
agreement amendment for the par-
ticular loan guarantee commitment.

(1) Prior to the effective date of the
grant agreement, a recipient may incur
costs or may authorize a subrecipient
to incur costs, and then after the effec-
tive date of the grant agreement pay
for those costs using its CDBG funds,
provided that:

(i) The activity for which the costs
are being incurred is included, prior to
the costs being incurred, in a consoli-
dated plan action plan, an amended
consolidated plan action plan, or an ap-
plication under subpart M of this part,
except that a new entitlement grantee
preparing to receive its first allocation
of CDBG funds may incur costs nec-
essary to develop its consolidated plan
and undertake other administrative ac-
tions necessary to receive its first
grant, prior to the costs being included
in its consolidated plan;

(ii) Citizens are advised of the extent
to which these pre-award costs will af-
fect future grants;

(iii) The costs and activities funded
are in compliance with the require-
ments of this part and with the Envi-
ronmental Review Procedures stated in
24 CFR part 58;

(iv) The activity for which payment
is being made complies with the statu-
tory and regulatory provisions in effect
at the time the costs are paid for with
CDBG funds;

(v) CDBG payment will be made dur-
ing a time no longer than the next two
program years following the effective
date of the grant agreement or amend-
ment in which the activity is first in-
cluded; and

(vi) The total amount of pre-award
costs to be paid during any program
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year pursuant to this provision is no
more than the greater of 25 percent of
the amount of the grant made for that
year or $300,000.

(2) Upon the written request of the
recipient, HUD may authorize payment
of pre-award costs for activities that do
not meet the criteria at paragraph
(h)(1)(v) or (h)(1)(vi) of this section, if
HUD determines, in writing, that there
is good cause for granting an exception
upon consideration of the following
factors, as applicable:

(i) Whether granting the authority
would result in a significant contribu-
tion to the goals and purposes of the
CDBG program;

(ii) Whether failure to grant the au-
thority would result in undue hardship
to the recipient or beneficiaries of the
activity;

(iii) Whether granting the authority
would not result in a violation of a
statutory provision or any other regu-
latory provision;

(iv) Whether circumstances are clear-
ly beyond the recipient’s control; or

(v) Any other relevant consider-
ations.

(i) Urban Development Action Grant.
Grant assistance may be provided with
Urban Development Action Grant
funds, subject to the provisions of sub-
part G, for:

(1) Activities eligible for assistance
under this subpart; and

(2) Notwithstanding the provisions of
§570.207, such other activities as the
Secretary may determine to be con-
sistent with the purposes of the Urban
Development Action Grant program.

(j) Equal participation of faith-based
organiczations. The HUD program re-
quirements in §5.109 of this title apply
to the CDBG program, including the re-
quirements regarding disposition and
change in use of real property by a
faith-based organization.

(k) Any unexpended CDBG origin
year grant funds in the United States
Treasury account on September 30 of
the fifth Federal fiscal year after the
end of the origin year grant’s period of
availability for obligation by HUD will
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be canceled. HUD may require an ear-
lier expenditure and draw down dead-
line under a grant agreement.

[63 FR 34439, Sept. 6, 1988, as amended at 54
FR 47031, Nov. 8, 1989; 57 FR 27119, June 17,
1992; 60 FR 1943, Jan. 5, 1995; 60 FR 17445, Apr.
6, 1995; 60 FR 56910, Nov. 9, 1995; 61 FR 11476,
Mar. 20, 1996; 61 FR 18674, Apr. 29, 1996; 656 FR
70215, Nov. 21, 2000; 68 FR 56404, Sept. 30, 2003;
69 FR 32778, June 10, 2004; 70 FR 76369, Dec.
23, 2005; 72 FR 46370, Aug. 17, 2007; 80 FR 67633,
Nov. 3, 2015; 80 FR 69870, Nov. 12, 2015; 80 FR
75936, Dec. 7, 2015; 81 FR 19418, Apr. 4, 2016]

§570.201 Basic eligible activities.

CDBG funds may be used for the fol-
lowing activities:

(a) Acquisition. Acquisition in whole
or in part by the recipient, or other
public or private nonprofit entity, by
purchase, long-term lease, donation, or
otherwise, of real property (including
air rights, water rights, rights-of-way,
easements, and other interests therein)
for any public purpose, subject to the
limitations of §570.207.

(b) Disposition. Disposition, through
sale, lease, donation, or otherwise, of
any real property acquired with CDBG
funds or its retention for public pur-
poses, including reasonable costs of
temporarily managing such property or
property acquired under urban renewal,
provided that the proceeds from any
such disposition shall be program in-
come subject to the requirements set
forth in §570.504.

(c) Public facilities and improvements.
Acquisition, construction, reconstruc-
tion, rehabilitation or installation of
public facilities and improvements, ex-
cept as provided in §570.207(a), carried
out by the recipient or other public or
private nonprofit entities. (However,
activities under this paragraph may be
directed to the removal of material and
architectural barriers that restrict the
mobility and accessibility of elderly or
severely disabled persons to public fa-
cilities and improvements, including
those provided for in §570.207(a)(1).) In
undertaking such activities, design fea-
tures and improvements which pro-
mote energy efficiency may be in-
cluded. Such activities may also in-
clude the execution of architectural de-
sign features, and similar treatments
intended to enhance the aesthetic qual-
ity of facilities and improvements re-
ceiving CDBG assistance, such as deco-
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rative pavements, railings, sculptures,
pools of water and fountains, and other
works of art. Facilities designed for use
in providing shelter for persons having
special needs are considered public fa-
cilities and not subject to the prohibi-
tion of new housing construction de-
scribed in §570.207(b)(3). Such facilities
include shelters for the homeless; con-
valescent homes; hospitals, nursing
homes; battered spouse shelters; half-
way houses for run-away children, drug
offenders or parolees; group homes for
mentally retarded persons and tem-
porary housing for disaster victims. In
certain cases, nonprofit entities and
subrecipients including those specified
in §570.204 may acquire title to public
facilities. When such facilities are
owned by nonprofit entities or sub-
recipients, they shall be operated so as
to be open for use by the general public
during all normal hours of operation.
Public facilities and improvements eli-
gible for assistance under this para-
graph are subject to the policies in
§570.200(b).

(d) Clearance and remediation activi-
ties. Clearance, demolition, and re-
moval of buildings and improvements,
including movement of structures to
other sites and remediation of known
or suspected environmental contami-
nation. Demolition of HUD-assisted or
HUD-owned housing units may be un-
dertaken only with the prior approval
of HUD. Remediation may include
project-specific environmental assess-
ment costs not otherwise eligible under
§570.205.

(e) Public services. Provision of public
services (including labor, supplies, and
materials) including but not limited to
those concerned with employment,
crime prevention, child care, health,
drug abuse, education, fair housing
counseling, energy conservation, wel-
fare (but excluding the provision of in-
come payments identified under
§570.207(b)(4)), homebuyer downpay-
ment assistance, or recreational needs.
If housing counseling, as defined in 24
CFR 5.100, is provided, it must be car-
ried out in accordance with 24 CFR
5.111. To be eligible for CDBG assist-
ance, a public service must be either a
new service or a quantifiable increase
in the level of an existing service above
that which has been provided by or on
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behalf of the unit of general local gov-
ernment (through funds raised by the
unit or received by the unit from the
State in which it is located) in the 12
calendar months before the submission
of the action plan. (An exception to
this requirement may be made if HUD
determines that any decrease in the
level of a service was the result of
events not within the control of the
unit of general local government.) The
amount of CDBG funds used for public
services shall not exceed paragraphs (e)
(1) or (2) of this section, as applicable:

(1) The amount of CDBG funds used
for public services shall not exceed 15
percent of each grant, except that for
entitlement grants made under subpart
D of this part, nonentitlement CDBG
grants in Hawaii, and for recipients of
insular area funds under section 106 of
the Act, the amount shall not exceed 15
percent of the grant plus 15 percent of
program income, as defined in
§570.500(a). For entitlement grants
under subpart D of this part, non-
entitlement CDBG grants in Hawaii,
and for recipients of insular area funds
under section 106 of the Act, compli-
ance is based on limiting the amount of
CDBG funds obligated for public serv-
ice activities in each program year to
an amount no greater than 15 percent
of the entitlement grant made for that
program year plus 15 percent of the
program income received during the
grantee’s immediately preceding pro-
gram year.

(2) A recipient which obligated more
CDBG funds for public services than 15
percent of its grant funded from origin
year 1982 or 1983 appropriations (ex-
cluding program income and any as-
sistance received under Public Law 98-
8), may obligate more CDBG funds than
allowable under paragraph (e)(1) of this
section, so long as the total amount
obligated in any program year does not
exceed:

(i) For an entitlement grantee, 15%
of the program income it received dur-
ing the preceding program year; plus

(ii) A portion of the grant received
for the program year which is the high-
est of the following amounts:

(A) The amount determined by apply-
ing the percentage of the grant it obli-
gated for public services in the 1982
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program year against the grant for its
current program year;

(B) The amount determined by apply-
ing the percentage of the grant it obli-
gated for public services in the 1983
program year against the grant for its
current program year;

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

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

(f) Interim assistance. (1) The following
activities may be undertaken on an in-
terim basis in areas exhibiting objec-
tively determinable signs of physical
deterioration where the recipient has
determined that immediate action is
necessary to arrest the deterioration
and that permanent improvements will
be carried out as soon as practicable:

(i) The repairing of streets, side-
walks, parks, playgrounds, publicly
owned utilities, and public buildings;
and

(ii) The execution of special garbage,
trash, and debris removal, including
neighborhood cleanup campaigns, but
not the regular curbside collection of
garbage or trash in an area.

(2) In order to alleviate emergency
conditions threatening the public
health and safety in areas where the
chief executive officer of the recipient
determines that such an emergency
condition exists and requires imme-
diate resolution, CDBG funds may be
used for:

(i) The activities specified in para-
graph (f)(1) of this section, except for
the repair of parks and playgrounds;

(ii) The clearance of streets, includ-
ing snow removal and similar activi-
ties, and

(iii) The
properties.

(3) All activities authorized under
paragraph (f)(2) of this section are lim-
ited to the extent necessary to allevi-
ate emergency conditions.

(g) Payment of non-Federal share. Pay-
ment of the non-Federal share required
in connection with a Federal grant-in-
aid program undertaken as part of
CDBG activities, provided, that such
payment shall be limited to activities
otherwise eligible and in compliance

improvement of private
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with applicable requirements under
this subpart.

(h) Urban renewal completion. Pay-
ment of the cost of completing an
urban renewal project funded under
title I of the Housing Act of 1949 as
amended. Further information regard-
ing the eligibility of such costs is set
forth in §570.801.

(1) Relocation. Relocation payments
and other assistance for permanently
and temporarily relocated individuals
families, businesses, nonprofit organi-
zations, and farm operations where the
assistance is (1) required under the pro-
visions of §570.606 (b) or (c); or (2) de-
termined by the grantee to be appro-
priate under the provisions of
§570.606(d).

(j) Loss of rental income. Payments to
housing owners for losses of rental in-
come incurred in holding, for tem-
porary periods, housing units to be
used for the relocation of individuals
and families displaced by program ac-
tivities assisted under this part.

(k) Housing services. Housing services,
as provided in section 105(a)(21) of the
Act (42 U.S.C. 5305(a)(21)). If housing
counseling, as defined in 24 CFR 5.100,
is provided, it must be carried out in
accordance with 24 CFR 5.111.

(1) Privately owned utilities. CDBG
funds may be used to acquire, con-
struct, reconstruct, rehabilitate, or in-
stall the distribution lines and facili-
ties of privately owned utilities, in-
cluding the placing underground of new
or existing distribution facilities and
lines.

(m) Construction of housing. CDBG
funds may be used for the construction
of housing assisted under section 17 of
the United States Housing Act of 1937.

(n) Homeownership assistance. CDBG
funds may be used to provide direct
homeownership assistance to low- or
moderate-income households in accord-
ance with section 105(a) of the Act.

(0)(1) The provision of assistance ei-
ther through the recipient directly or
through public and private organiza-
tions, agencies, and other subrecipients
(including nonprofit and for-profit sub-
recipients) to facilitate economic de-
velopment by:

(i) Providing credit, including, but
not limited to, grants, loans, loan
guarantees, and other forms of finan-
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cial support, for the establishment,
stabilization, and expansion of micro-
enterprises;

(ii) Providing technical assistance,
advice, and business support services to
owners of microenterprises and persons
developing microenterprises; and

(iii) Providing general support, in-
cluding, but not limited to, peer sup-
port programs, counseling, child care,
transportation, and other similar serv-
ices, to owners of microenterprises and
persons developing microenterprises.

(2) Services provided this paragraph
(o) shall not be subject to the restric-
tions on public services contained in
paragraph (e) of this section.

(3) For purposes of this paragraph (o),
“‘persons developing microenterprises’’
means such persons who have expressed
interest and who are, or after an initial
screening process are expected to be,
actively working toward developing
businesses, each of which is expected to
be a microenterprise at the time it is
formed.

(4) Assistance under this paragraph
(0) may also include training, technical
assistance, or other support services to
increase the capacity of the recipient
or subrecipient to carry out the activi-
ties under this paragraph (o).

(p) Technical assistance. Provision of
technical assistance to public or non-
profit entities to increase the capacity
of such entities to carry out eligible
neighborhood revitalization or eco-
nomic development activities. (The re-
cipient must determine, prior to the
provision of the assistance, that the ac-
tivity for which it is attempting to
build capacity would be eligible for as-
sistance under this subpart C, and that
the national objective claimed by the
grantee for this assistance can reason-
ably be expected to be met once the en-
tity has received the technical assist-
ance and undertakes the activity.) Ca-
pacity building for private or public
entities (including grantees) for other
purposes may be eligible under §570.205.

(a) Assistance to institutions of higher
education. Provision of assistance by
the recipient to institutions of higher
education when the grantee determines
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that such an institution has dem-
onstrated a capacity to carry out eligi-
ble activities under this subpart C.

[63 FR 34439, Sept. 6, 1988, as amended at 53
FR 31239, Aug. 17, 1988; 55 FR 29308, July 18,
1990; 57 FR 27119, June 17, 1992; 60 FR 1943,
Jan. 5, 1995; 60 FR 56911, Nov. 9, 1995; 61 FR
18674, Apr. 29, 1996; 65 FR 70215, Nov. 21, 2000;
67 FR 47213, July 17, 2002; 71 FR 30034, May 24,
2006; 80 FR 69870, Nov. 12, 2015; 81 FR 90659,
Dec. 14, 2016]

§570.202 Eligible rehabilitation and
preservation activities.

(a) Types of buildings and improve-
ments eligible for rehabilitation assist-
ance. CDBG funds may be used to fi-
nance the rehabilitation of:

(1) Privately owned buildings and im-
provements for residential purposes;
improvements to a single-family resi-
dential property which is also used as a
place of business, which are required in
order to operate the business, need not
be considered to be rehabilitation of a
commercial or industrial building, if
the improvements also provide general
benefit to the residential occupants of
the building;

(2) Low-income public housing and
other publicly owned residential build-
ings and improvements;

(3) Publicly or privately owned com-
mercial or industrial buildings, except
that the rehabilitation of such build-
ings owned by a private for-profit busi-
ness is limited to improvement to the
exterior of the building, abatement of
asbestos hazards, lead-based paint haz-
ard evaluation and reduction, and the
correction of code violations;

(4) Nonprofit-owned nonresidential
buildings and improvements not eligi-
ble under §570.201(c); and

(5) Manufactured housing when such
housing constitutes part of the commu-
nity’s permanent housing stock.

(b) Types of assistance. CDBG funds
may be used to finance the following
types of rehabilitation activities, and
related costs, either singly, or in com-
bination, through the use of grants,
loans, loan guarantees, interest supple-
ments, or other means for buildings
and improvements described in para-
graph (a) of this section, except that
rehabilitation of commercial or indus-
trial buildings is limited as described
in paragraph (a)(3) of this section.
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(1) Assistance to private individuals
and entities, including profit making
and nonprofit organizations, to acquire
for the purpose of rehabilitation, and
to rehabilitate properties, for use or re-
sale for residential purposes;

(2) Labor, materials, and other costs
of rehabilitation of properties, includ-
ing repair directed toward an accumu-
lation of deferred maintenance, re-
placement of principal fixtures and
components of existing structures, in-
stallation of security devices, includ-
ing smoke detectors and dead Dbolt
locks, and renovation through alter-
ations, additions to, or enhancement of
existing structures and improvements,
abatement of asbestos hazards (and
other contaminants) in buildings and
improvements that may be undertaken
singly, or in combination;

(3) Loans for refinancing existing in-
debtedness secured by a property being
rehabilitated with CDBG funds if such
financing is determined by the recipi-
ent to be necessary or appropriate to
achieve the locality’s community de-
velopment objectives;

(4) Improvements to increase the effi-
cient use of energy in structures
through such means as installation of
storm windows and doors, siding, wall
and attic insulation, and conversion,
modification, or replacement of heat-
ing and cooling equipment, including
the use of solar energy equipment;

(5) Improvements to increase the effi-
cient use of water through such means
as water savings faucets and shower
heads and repair of water leaks;

(6) Connection of resident