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not warranted, and the violation oc-
curred less than 5 years prior to the
date the recipient receives a prelimi-
nary determination pursuant to
§1606.6(a) of this part.

(c) A determination of whether there
has been a substantial violation for the
purposes of this part, and the mag-
nitude of any termination, in whole or
in part, or any limited reduction in
funding, shall be based on consider-
ation of the criteria set forth in the
definition of ‘‘substantial violation” in
§1606.2 of this part.

§1606.4 Grounds for debarment.

(a) The Corporation may debar a re-
cipient, on a showing of good cause,
from receiving an additional award of
financial assistance from the Corpora-
tion.

(b) As used in paragraph (a) of this
section, ‘‘good cause’’ means:

(1) A termination of financial assist-
ance to the recipient pursuant to part
1640 of this chapter;

(2) A termination of financial assist-
ance in whole of the most recent grant
or contract of financial assistance;

(3) The substantial violation by the
recipient of the restrictions delineated
in §1610.2(a) and (b) of this chapter,
provided that the violation occurred
within 5 years prior to the receipt of
the debarment notice by the recipient;

(4) Knowing entry by the recipient
into:

(i) Any agreement or arrangement,
including, but not Ilimited to, a
subgrant, subcontract, or other similar
agreement, with an entity debarred by
the Corporation during the period of
debarment if so precluded by the terms
of the debarment; or

(ii) An agreement for professional
services with an independent public ac-
countant or other auditor debarred by
the Corporation during the period of
debarment if so precluded by the terms
of the debarment; or

(5) The filing of a lawsuit by a recipi-
ent, provided that the lawsuit:

(i) Was filed on behalf of the recipi-
ent as plaintiff, rather than on behalf
of a client of the recipient;

(ii) Named the Corporation, or any
agency or employee of a Federal,
State, or local government as a defend-
ant;

§1606.6

(iii) Seeks judicial review of an ac-
tion by the Corporation or such gov-
ernment agency that affects the recipi-
ent’s status as a recipient of Federal
funding, except for a lawsuit that seeks
review of whether the Corporation or
agency acted outside of its statutory
authority or violated the recipient’s
constitutional rights; and

(iv) Was initiated after December 23,
1998.

§1606.5 Procedures.

(a) Before any final action is taken
under this part, the recipient will be
provided notice and an opportunity to
be heard as set out in this part.

(b) Prior to a preliminary determina-
tion involving a limited reduction of
funding, the Corporation shall des-
ignate either the President or another
senior Corporation employee to con-
duct any final review that is requested
pursuant to §1606.10 of this part. The
Corporation shall ensure that the per-
son so designated has had no prior in-
volvement in the proceedings under
this part so as to meet the criterion set
out in §1606.10(d) of this part.

§1606.6 Preliminary
and final decision.

determination

(a) When the Corporation has made a
preliminary determination of one or
more of the following, the Corporation
shall issue a written notice to the re-
cipient and the Chair of the recipient’s
governing body: that a recipient’s
grant or contract should be termi-
nated, that a limited reduction of fund-
ing shall be imposed, or that a recipi-
ent should be debarred. The notice
shall:

(1) State the substantial noncompli-
ance that constitutes the grounds for
the proposed action;

(2) Identify, with reasonable speci-
ficity, any facts or documents relied
upon as justification for the proposed
action;

(3) Inform the recipient of the pro-
posed amount and proposed effective
date for the proposed action;

(4) Advise the recipient of its proce-
dural rights for review of the proposed
action under this part;

(5) Inform the recipient of its right to
receive interim funding pursuant to
§1606.13 of this part;
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(6) Specify what, if any, corrective
action the recipient can take to avoid
the proposed action; and

(7) Summarize prior attempts, if any,
for resolution of the substantial non-
compliance.

(b) If the recipient does not request
review, as provided for in this part, be-
fore the relevant time limits have ex-
pired, then the Corporation may issue
a final decision to the recipient. No
further appeal or review will be avail-
able under this part.

§1606.7 Corrective action, informal
conference, review of written mate-
rials, and final decision.

(a) If the Corporation proposes a cor-
rective action in the preliminary deter-
mination pursuant to §1606.6(a)(6) of
this part, then the recipient may ac-
cept and implement the corrective ac-
tion, in lieu of an informal conference
or submission of written materials
under this section, subject to the fol-
lowing requirements:

(1) Within 10 business days of receipt
of the preliminary determination, the
recipient may submit a draft compli-
ance agreement to accept the terms of
the proposed corrective action, which
must include an implementation plan
and timeline;

(2) If the Corporation approves the
draft compliance agreement, including
any modifications suggested by the re-
cipient or the Corporation, then it
shall be memorialized in a final com-
pliance agreement signed by the Cor-
poration and the recipient, which shall
stay these proceedings;

(3) If the recipient completes the
terms of the written compliance agree-
ment in a time and manner that is sat-
isfactory to the Corporation, then the
Corporation shall withdraw the pre-
liminary determination; and

(4) If the Corporation determines at
any time that the recipient has not
presented an acceptable draft compli-
ance agreement, or has not fulfilled
any terms of the final compliance
agreement, then the Corporation shall
notify the recipient in writing. Within
15 calendar days of that notice, the
Corporation shall modify or affirm the
preliminary determination as a draft
final decision. The draft final decision
shall summarize these attempts at res-
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olution. The draft final decision need
not engage in a detailed analysis of the
failure to resolve the substantial non-
compliance.

(b) A recipient may submit written
materials in opposition to the prelimi-
nary determination, request an infor-
mal conference, or both, as follows:

(1) For terminations or debarments,
within 30 calendar days of receipt of
the preliminary determination; or

(2) For limited reductions in funding,
within 10 business days of receipt of
the preliminary determination.

(c) Within 5 business days of receipt
of a request for a conference, the Cor-
poration shall notify the recipient of
the time and place the conference will
be held. Some or all of the participants
in the conference may attend via tele-
phone, unless the recipient requests an
in-person meeting between the Cor-
poration and at least one representa-
tive of the recipient. If the recipient
requests an in-person meeting, then
other participants may attend via tele-
phone. Alternative means of participa-
tion other than the telephone are per-
missible at the sole discretion of the
Corporation.

(d) The informal conference shall be
conducted by the Corporation em-
ployee who issued the preliminary de-
termination or any other Corporation
employee with a seniority level equiva-
lent to the level of an office director or
higher.

(e) At the informal conference, the
Corporation and the recipient shall
both have an opportunity to state their
case, seek to narrow the issues, explore
the possibilities of settlement or com-
promise including implementation of
corrective actions, and submit written
materials.

(f) If an informal conference is con-
ducted or written materials are sub-
mitted in opposition to the proposed
determination by the recipient, or
both, the Corporation shall consider
any written materials and any oral
presentation or written materials sub-
mitted by the recipient at an informal
conference. Based on any of these ma-
terials or the informal conference, or
both, the Corporation shall modify,
withdraw, or affirm the preliminary de-
termination through a draft final deci-
sion in writing, which shall be provided
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