INTERLOCAL AGREEMENT

STATE OF TEXAS §

§
COUNTY OFHIDALGO §

This Interlocal Agreement, made and entered into by and between the County of Hidalgo, a political subdivision
of the State of Texas, hereafter referred to as the “County” and the City of La Villa , a municipal corporation
under the laws of the State of Texas, hereafter refened to as “City”,

WITNESSETH

WHEREAS, the Department of Housing and Urban Development made a Determination of Essential Powers on
November 16, 1987 which depicts Hidalgo County as having the “essential powers” to carry out community
renewal and lower income housing assistance in the County, and

WHEREAS, the Department of Housing and Urban Development formally allocated $7,750,673.00 of Fiscal
Year 2020 Community Development Block Grant (CDBG) Funds under Grant No. B-20-UC-48-0501 to County,

and

WHEREAS, the City and County have entered into a Cooperation Agreement which allows the County to use the
City’s population as the basis for qualification as an Urban County, and

WHEREAS, both the County and the City need to set out basic administrative understandings for the proper
expenditure of CDBG funds as set out in 24 CFR.570 and other related federat rules and regulations as they apply
to Subrecipients.

NOW, THEREFORE, KNOW ALI MEN BY THESE PRESENTS: That the County and the City do mutually
agree as foliows;
SECTION 1
Rules and Regulations

The City agrees to cooperate with the County in respect to the implementation of CDRG activities to be carried
out in the City’s jurisdiction as per 24 CFR 570 and other rules, regulations and decisions as may be made by the
Department of Housing and Urban Development or any other federal or state agency that may legally exercise its
Jurisdiction over expenditures of CDBG funds. Both City and County agree and understand that the County is the
grantee for the CDBG funds and the City is subject to all rules and regulations governing Subrecipients under 24
CER 570,




SECTION II
Applicability of Uniform
Administrative Requirements

The County understands that it is responsible for the maintenance, retention, accessibility and
public disclosure of all records, expenditures and files as may be promulgated for the
administration of CDBG funds and as may be required by 24 CFR 570 and the “Uniform
Administrative Requirements for Grants and Cooperative Agreements to State, Local, and
Federally Recognized Indian Tribal Governments.” (24 CFR Part 85) or any variation as may be
approved by HUD The City agrees to work with the County to make available all data,
information and records as may be necessary for the proper accounting of all CDBG expenditures
and activities. A description of City and County responsibilities can be found in Exhibit B
Matrix. City agrees to make all records available to the County and shall not be the custodian of
any official records or information.

City agrees to comply with 2 CFR Part 200 and with the following sections of 24 CFR Part 85
“Uniform Administrative Requirements for Grants and Cooperative Agreements to State and
Local Government”:

(1) Section 85.3, “Definitions™;

(2) Section 85.6, “Exceptions”;

(3) Section 85.12, Special grant or subgrant conditions for “high-risk “grantees”;

(4) Section 85.20, “Standards for financial management systems,” except paragraph (a);

(5) Section 85.21, “Payment,” except as modified by §8570.513;

(6) Section 85.22, “Allowable costs”;

(7} Section 85.26, “Non-federal audits”

(8) Section 85.32, “Equipment,” except in all cases in which the equipment is sold, the proceeds shall be
program income;

(9) Section 85.33, “Supplies™;

(10) Section 85.34, “Copyrights™;

(11) Section 85.35, “Sub-awards to debarred and suspended parties”;

(12) Section 85.36, “Procurement,” except paragraph (a);

(13) Section 85.37, “Subgrants”;

(14) Section 85.40, “Monitoring and reporting program performance,” except paragraphs (b)-(d)

and ();

(15) Section 85.41, “Financial Reporting.” except paragraphs (a), (b), and (e);

(16) Section 85.42, “Retention and access requirements for records”;

(17) Section 85.43, “Enforcement”;

(18) Section 85,44, “Termination for convenience™;

{19) Section 85.51, “Later disallowances and adjustments”; and

(20) Section 85.52, “Collection of amounts due.”

the City agrees to submit a yearly Certified City Financial Audit regardless of the dollar amount
expended in that fiscal year in the time and manner prescribed by the County,




SECTIONIH
Other Program Requirements

The City agrees to comply with “Other Program Requirements” as listed in Exhibit D (24 CFR
570.600-611)except for the environmental responsibilities outlined at 24 CFR 570,604 and the
review process under Executive Order 12372.

SECTION IV
Allocation

The City understands that the Urban County allocation has been set at $7,750,673.06 for Fiscal
Year 2020 and that City’s allotment has been set at $270,886.00. The City agrees to cooperate
with the county in the expenditure of these funds for the activities so described in Exhibit A of
this Agreement ant that Exhibit A is an integral part of this Agreement.

The City further agrees to inform the County on any changes in scope, funding or location of the
activities listed on Exhibit A prior to executingany change. Any changes proposed by City must
be approved by the County in reference to eligibility, program compliance and citizen
participation requirements,

City and County mutually agree that the City shall have four (4) fiscal years to properly expend
or cause to be expended, according to all applicable rules and regulations, all funds allocated to it
in Fiscal Year 2020, In consideration forthe same, the City agrees not to have more than 1.5
times its annua! allocation in its line of credit by Aprit 30, 2021 Funds in excess of the 1.5
standards shall be subject to the Recapture Policy of the Urban County Program. The County
shall recapture any and all unobligated funds that a City fails to expend or obligate by June 30,
2021 and shall expend such unobligated funds as it may deem appropriate.

SECTIONY
Access

The City and County both agree to give the Department of Housing and Urban Development, the
Inspector General, the Comptroller General of the United States, or any of its authorized
representatives, access to and the right to examine, excerpt and transcribe all books, accounts,
records, repotts, files and other papers, things, or property belonging to or in use by the City or
County fot a period as such records are legally required to be maintained by the City or County.

SECTION VI
Monitoring

The County resetves the right to catry out regular and periodic field inspections to ensure
compliance with the requirements of this Agreement. City shall attend a compliance seminar after
the award of funds and prior to the first draw. After each monitoring visit, County shall provide
City with a written report of the monitor's inspection. If the monitoring report finds deficiencies
in City's performance under the terms of this Agreement, the monitoring report shall include
requirements for the timely correction of such deficiencies by City. Failure by City to take action
as specified in the monitoring report may be cause for suspension or termination of this
Agreement, as provided in Section X1V of this Agreement,




SECTION Vi1
Conflict of Interest

In compliance with 24 CFR 611, the City and County both covenant that no member of their
respective governing bodies nor any staff member who exercises influence on the decision
making process, presently has or will have any interest, direct or indirect, with any person,
corporation, company or association that is hired to carry out any of the activities so listed on
Exhibit A or will receive federal assistance from any activity.

The City and County both agree that no person who is an elected official, employee, consultant,
or agent of the City or County shall gain any interest in any corporation, company, or association
that is hired to carry out any of the activities so listed in Exhibit A during their tenure or for a
period of one year thereafter.

No City or County employee, elected official, consultant and/or agent shall solicit nor accept
gratuities, favors, or anything of monetary value from any person, corporation, company, or
association that has been hired or expects to be hired to perform any of the activities so described
on Exhibit A.

Code of Conduct Certification attached to this agreement must be signed by elected officials,
employees, consultants, or agents to the City. (See attachment A-1)

SECTION VIII
Religious Activities

The City and County both agree that none of the funds expended or activities undertaken shall be
used in support of any sectarian or religious activity, nor shall any building or structure funded
under this program be used for sectarian or religious activities.

SECTION IX
Real and Property Assets

The City and County agree that any property, real or petsonal, duly acquired with CDBG funds
allocated to City shall become property of the City and shall be afforded the same maintenance
and protection as other City property, City and County further agreethat any real or personal
property acquired shall be done in accordance with 24 CFR 570.606, 24 CFR 85 and/orany other
federal rules or regulations as may apply.

City agrees not to purchase any real or personal assets unless so permitted by the County and
such procurement shall be done in accordance with 24 CFR 570.606, 24 CFR 85 and/or any other
federal rules or regulations as may apply.

The City agrees to maintainany real or personal asset in a prudent manner so as to ensure its
useful life and to protect the federal govemment’s interest in such real or personal asset from the
perils of fire, storm, flood or theft through insurance coverage in the amount as may be deemed
prudent by County. Failure to secure such protection shall be cause for termination of this
agreement,

Any asset acquired or improved in part or in whole with CDBG funds must be used in an activity
that is eligible and meets one of the national objectives listed in 24 CFR 570.208. Any asset
acquired orimproved in part or in whole with CDBG funds in excess of § 25,000 must be used
for the CDBG activity so planned including the beneficiaries of such use. Any change in use or




beneficiaries must be subject to the citizen participation requirements and approved by the
County.

Should any use of an asset not qualify as meeting one of the national objectives or is not an
eligible use under 24 CFR 570.200, the City shall reimburse the County the amount of the current
fair market value of the asset less any portion thereof attributable to expenditures of non-CDBG
funds in the acquisition or improvement of the asset,

The above requirements attributed to assets over $25,000 shall remain in fotce for a period of five
years after the final closeout of the County’s participation in the Urban County Program. The
disposition of any asset improved or acquited in part or in whole with CDBG funds by the City
must be done with prior approval of the County and the County shall be reimbursed for the asset,
if sold, in the full amount of the disposed value of the asset. The County may, at its option,
request that such asset be transferred to the County if the asset is no longer being used to meet
one of the national objectives or in any case where the City no longer uses the asset for its
intended use.

SECTION X
Jurisdiction

The City and County agree to accept the jurisdiction of the Departiment of Housing and Urban
Development in matters relating to the proper administration of programs and the proper
expenditure of CDBG funds.

The City and County agree that the County is responsible for the proper administration of
programs and the proper expenditure of CDBG funds and recognize that the County will be
responsible for audit or programmatic findings or exceptions made by the HUD or any other
agency that may exercise jurisdiction over HUD or any other agency that may exercise
jurisdiction over HUD funds or programs.

In cases of an audit finding or exception based on action or inaction, representation or
misrepresentation of the City, the City agrees to resolve such audit finding or exception for and
on behalf of the County. Remedial actions that may be taken for the resolution of an audit finding
or exception ate defined in 24 CFR 570.910 and include the withholding of funds fo the City for
any outstanding finding(s) or exception(s), (See Exhibit-E)

The City understands and agrees this Interlocal Agreement shall remainin full force and effect
until the Department of Housing and Urban Development has closed this Program Year (B-20-
UC-48-0501) and accepted any resofutions to any and all audit or programmatic finding(s) or
concern(s).

SECTION X1
Payment Requests and Program Income

The City agrees to follow administrative directions from the County in the areas of documenting
and processing payment requests, The City further agrees to allow the County to make all
payments and to account for all program income from any of its CDBG activities that may
generate program income as outlined in this Section.

The City and County agree that program income generated from any approved CDBG project
shall be retained by the City as long as such City provides the County by the 15th of each month,
an accounting as may be required by the County of program income earned, retained, and
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expended by the City, The Cily shall be allowed to use the program income for the same or
similar activities as generated the program income. Failure of the City to report program income
as requited shali cause the County to require all program income to be recovered by the County.

SECTION X
Section 108 Loan Guarantee

County and City both agree that they may implement certain eligible activities as outlined in 24
CFR 570.703 with loan funds from the Section 108 Loan Guarantee Program as described in 24
CFR 570.700-709 approved and adopted November 6, 1991 (Vol. 56, No, 215 Federal Register).

The County and City will be allowed to submit an application forsuch funds per funding year in
an amount less than three times its current allocation. Should the City or County submit more
than one application during any combination of years, the cumulative amount of loan funds
requested shall not exceed the total amount of five years of the current allocation. The City agrees
that it will bear the full expense of obtaining Section 108 financing for the period of the
repayment of Section |08 funds,

The County and City agree that they will maintain a legal binding relationship with each other
under the terms of this Agreement and all previously signed Cooperation Agreement if the City
wishes to participate in the Section 108 Loan Guarantee Program forthe full term of the Section
108 L.oan Agreement. The City agrees to pledge its current and future CDBG allocation and other
security consideration as may be required, depending on the project risk, as security for the
Section 108 Loan and such security pledge shall not bind or affect other cities® allocation in the
Urban County Program.

Such legal binding relationship and security pledge shall remain in full force and effect for the
full term of the Section 108 Loan Guarantee agreement and this agreement shall survive for the
term of the Section 108 Loan, Details of any current Section 108 loan are included herein as
Exhibit C, if applicable,

SECTION XTH
Legal Action

The City agrees to notify the County when a problem arises that may lead to any legal action or
claim against the City and/or County. The City agrees to furnish to the County any information
with respect to such action or claim. The City agrees not to take any action with respect to any
legal matter or claim sought against the City and/or County without advice and consent of the
County,

SECTION X1V
Suspension and Termination

City understands that this agreement may be suspended or terminated in accordance with 24 CFR
85.43 if the City materially fails to comply with the provisions of this agreement or the provisions
so listed on Exhibits A through E. Termination for convenience may be implemented in
accordance to the provisions listed in 24 CFR 85.44.




SECTION XV
Changes or Amendments

The City agrees to notify the County on any changes or amendments that it may desire or need to
carry out the CDBG program in its area. All changes or amendments must first obtain approval
from the County prior to implementation. All changes ot amendments must conform to all federal
rules and regulations applicable to the CDBG program.

SECTION XV}
Essential Powers

The City agrees that the County has the essential powers to implement any aspect of those
activities identified in the 2018 — 2022 Five-Year Consclidated Plan & Strategy inclusive of
specific projects identified in the annual One-Year Action Plan and subsequent amendments. The
City further agrees to allow the County the authority to initiate, undertake and implement said
projects within its jurisdictional boundaries without further notice to City by County for all
projects identified in the 2018 — 2022 Five-Year Consolidated Plan & Strategy, Annual Action
Plan and subsequent amendments to the Plans herein incorposated by reference.

Approved and signed this Day of , 2020,
ATTEST:
Arturo Guajarde, Jv. Richard F. Cortez,
County Clerk Hidalgo County Judge
ATTEST: g
E'J ‘F_../) H
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City Secr[etary S Mayor

APPROVED ASTO FORM
Hidalgo County Criminal District Attorney’s Office
Ricardo Rodriguez, Jr.

By:

Victor M. Garza, Asst, District Attorney

Date:




The following Exhibits are incorporated into the
2020 Interlocal Agreement:

Exhibit A 2020 Proposed Activities

Exhibit A-1 Code of Conduct Enforcement
ExhibitB Urban County Program Matrix
ExhibitC Section 108 Loan Guarantee Program
ExhibitD CDBG Regulations and other

ProgramRequirements

Exhibit F, Audit Finding or Exceptions




Exhibit A

_____2_020_Propo_s.edAGtiYiti_es -

LA VILIA

21A
Exempt
S8.34 (a) (3)

.GENERAL PROGRAM ADMINISTRATION

Funds shall be used for expenses related to compliance with CDBG
requitements included but not limited to advertisements, postings,
coordinating project activitics and related eligible activities,
Location: 916 Mike Chapa Street, La Villa, Texas 78562

$5,000.00

03K

Cat. Subj. to
58.5(a) (1)

Converts to Exempt

STREET IMPROVEMENTS

Project consists of overlay of streets including but not limited to
adjacent/abufting streets within the same general vicinity and related
appurtenances, other expenditures such as professional engineering service
fees, geo-technical and construction material testing fees and
advertisements as they pertain fo project completion.

Location: 1.) San Juanita Street 2.) Natalia Street and Circle, La Villa, TX
78562

Census Data; 246.00 (2)
National Objective; % LMA
Beneficiary Type: People

Goal Quicome Indicator: 2,060

$240,886.00

05w
Exempt
58.34 (a)(4)

FOOD BANKS -RGYV Food Bank

Project expenditures include the reimbursement of expenses for
purchase of food distributed by the City of La Villa to residents of the
City of La Villa.
Location: Youth Center —
National Objective: LMC
Beneficiary Type: People

302 West 2nd Street, La Villa, TX 78562
Goal Outcome Indicator: 100

$10,000.00

05
Lxempt
58.34 (A))

TRANSPORTATION SERVICES -LRGVDC Valley Metro
Project expenditures include the reimbursement of salaries and fringe
benefits for bus drivers of the Valley Metro transportation system
who provide public transportation services to the residents of the City
of La Villa. These funds will be utilized as part of a county-wide
project benefit.

Location: 301 W, Railroad, Weslaco, TX 78596

National Objective: LMA  Goal Outcome Indicator:
(Accomplishment reported in Pet, I project)

Beneficiary Type: People

$5,000.00

05A
Exempt
58.34 (a)(4)

SENIOR SERVICES - Amigos del Valle
Project expenditures include but are not limited to the reimbursement
of expenses related to the delivery of meals to the elderly (62 years or
older) residents within the City of La Villa.

Location: 505 N. Hidalgo Street, Elsa, Texas 78543
National Objective: LMC
Goal Outcome Indicator: 5; Beneficiary Type: People

$5,000.00




| continued

_ - LA VILLA
05M HEALTH SERVICES Nuestra Clinica Del Valie $5,000.00
Exempt Project expenditures include reimbursement of expenses associated
58.34 (a)(4) with medical services and procedures to include but not limited to,

dental services, support services of pharmacy, radiology, faboratory
and sub-specialty referrals for the low income and uninsured
residents of Delta Area and students enrolled in the Edcouch-Elsa
ISD & La Villa ISD.,

Location: 1200 E, Santa Rosa, Edcouch, TX 78538
National Objective: LMC

Goal Outcome Indicator; 80

Beneficiary Type: People

10




Exhibit A-1
Code of Conduct Certifications
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real or apparent, would be involved. Such
a conflict would arise when:

A, the employee, officer or any agent

B, any member ofis immediate family

C his or her partner

D, an organization which employs or is about to employ, any of the above,

has a financial or other interest in the firm selected for award,

The Urban County Program's , sub-grantee or subreciplient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors, Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of contractual agreements with
subrecipients,

Nou-disclosure Policy No disclosure of vetbal or written price quotations shall be made
by any Urban Counfy Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or fermination of contractual agreements when a
subrecipient/sub-grantee employee is involved.

Personal Inferest No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
grantee or subrecipient or to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, or services, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Director or the board of Commissioners.

P .
g

Olae. P\Cron Prine Morin  Mag

Employee, Officer, or Agent Acknowledgment Print or Type Name and Position/Title
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Eﬂtlty/diganizatinnName Date
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or

conduct business with a vendor

a conflict would arise when;

Tawe

if a conflict of interest, real orapparent, would be involved. Such

the employee, officer or any agent

any member afhis immediate family

his or her partner

an organization which employs or is about to employ, any of the above,

has a financial or other interest in the firm selected for award,

The Urban County Program’s, sub-grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of contractual agreements with

subrecipients.

Non-disclosure Pelicy

Personal Interest

4

A /C’o unty Director or the board of Commissioners.

p

No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved.

No member of the Hidalgo County Conmnissioners or any officer
or employee of the Urban Counly Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
grantee or subrecipient or to a confractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office, Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
i . A
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Revised April 2012
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban Counly Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real orapparent, would be involved. Such
a conflict would arise when:

-

[vHeB-"IN

the employee, officer or any agent

any member of his immediate family

fiis or her partner

an organization which employs or is about to employ, any of the above,
las a financial or other interest in the fivm selected for award.

The Urban County Program's, sub-grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractoss, or parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of confractual agreements with

subrecipients,

Noun-disclosure Policy

Personal Interest
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No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contiactual agreements when a
subrecipient/sub-grantee employee is involved,

No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
grantee or subrecipient or to a confractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urhan County
Lrogram, sub-grantee or subrecipient found guiity shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Dirvector or the board of Commissioners.
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CODE OF CONDUCT

No employes, officer or agent of the County of Hi irlalga-Ur),’:an County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real or apparent, would be involved. Such

a conflict would arise when:

The Urban County Program’s , sub-grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential confractoss, or parties to sub-agreements, or vendors or potential vendors, Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation or suspension of
officers, employees or agenis involved or termination of contractual agreements with

subrecipients,

Non-disclosure Policy

A, the employee, officer or any agent
B. any member ofhis immediate fomily
C. his or her partner

D

Personal Interest

subrecipient/sub-grantee employee is involved.

County Director or the board of Commissioners.
W 4

< P {

. an organization which employs or is about to employ, any of the above,
has a financial or other interest in the firm selected for award.

No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a

No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
confract ot in the sale to the Urban County Program, sub-
grantee or subrecipient or to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, or in
any matter in which he acts for the Urban County Program. Any
‘ willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any viclation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real orapparent, would be involved. Such
a conflict would arise when:

A, the employee, officer or any agent

B, any member of his immediate family

C his or her partner

D, an erganization which empleys or is about to employ, any of the above,

has a financial or other interest in the firn selected for award,

The Urban County Program's, sub-grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendorts ot potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation or suspension of
officers, employees or agents involved or fermination of contractual agreements with
subrecipients,

Non-disclosure Policy No disclosure of verbal or written price quotations shall be made
© by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved,

Personal Interest No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
confract or in the sale to the Urban County Program, sub-
grantee or subrecipient ot to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights orinterest in any land, material, supplies, orservices, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constifute malfeasance in
office, and any officer or employee of the Urban County
Lrogram, sub-grantee or subrecipient found puilty shall thereby
forfeit his or her office, Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shail render the contract voidable by the Urban

_ County Director or the board of Commissioners.
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CODE OF COI

IDUCT

No employee, officer or agent of the County of Hidolgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real orapparent, would be involved. Such

a conflict would arise when:

Sar»

the employee, officer or any agent

any member of his immediate family

kis or her partner

an organization which employs or is about to emplay, any of the above,

has a financial or other interest in the firim selected for award,

The Urban County Program's , sub~grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of contractual agreements with

subrecipients,

Non-disclostire Policy

Personal Interest

Sy . . . o

No disclosure of verbal or writter: price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisciosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved.

No member of the Hidalgo County Conunissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
confract ot in the sale to the Urban County Program, sub-
grantee or subrecipient or to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, orin
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Director or the Zzoard of Commissioners.
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a confract or
conduct business with a vendor if a conflict of interest, real orapparent, would beinvolved. Such

a conflict would arise when:

The Urban Cownty Program's, sub-grantee or subreciplent, officers, employees or agents shatl
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, cmployees or agents involved or termination of confractual agreements with

subrecipients.

Non-disclosure Policy

Tawa

the employee, afficer or any agent
any member ofhis immediate fumily
his or her partner

Personal Interest

subrecipient/sub-grantec employee is involved.

S

County Director or the board of Conmmissioners.
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an organization which employs oris about to employ, any of the above,
has a financial or other interest in the firm selected for award,

No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a

No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, stb-
grantee or subreciplent or to a contractor supplying the Urban
County Program, sub-granfee or subrecipient of any land or
rights or interest in any land, material, supplies, or services, or in
any matter in which he acts for the Urban County Program, Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office, Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee oy
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real orapparent, would be involved. Such
a conflict would arise when:

the employee, officer or any agent

any member of his immediate family

his or her partrner

an organization which employs oris about to employ, any of the above,
has a financial or other infevest in the firn selected for award,

SESRRS

The Urban County Program'’s , sub-grantee or subrecipient, officers, employees or agents shall
neithet solicit nor accept gratuitics, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation or suspension of
officers, employees or agenfs involved or termination of contractual agreements with
subrecipients,

Non-disclosure Policy No disclosure of verbal or written price quotations shall be made
- by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved.

Personal Interest No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
gruntee or subrecipient orto a contractor supplying the Urban
County Program, sub-grantee or subreciplent of any land or
rights or interest in any land, material, supplies, or services, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute maifeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Director or the board of Commissioners.
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in sefection or in the award or administration of a contract or
conduct business with a vendor if a conflict of interest, real or apparent, would be involved, Such
a conflict would arise when:

O

the employee, officer or any agent

any member of his immediate family

his or her partner

an arganigation which ewmiploys or is about to employ, any of the above,

has a financial ov offier interest in the firm selected for award,

The Urban County Program's, sub-grantee or subreciplent, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors, Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of coniractual agreements with

subrecipients.

Non-disclosure Policy

Personal Interest

]

No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalge or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved,

No member of the Hidalgo County Conmissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
grantee or subrecipient or to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, or in
any matter in which he acts for the Urban County Program. Any
willful violation of this section shall constitute malfeasance in
office, and any ofticer or employee of the Urban County

© Program, sub-grantee or subrecipient found guilty shall thereby

forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-gramntee or
subrecipient shall render the contract voidable by the Urban
County Director or the board of Commissioners.
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CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Program, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract of
conduct business with a vendor if a conflict of interest, real or apparent, would be involved. Such
a conflict would arise when:

the employee, officer or any agent

any member ofhis immediate family

lis or her partuer

an organization which employs oris about to employ, any of the above,
has a financial or other interest in the firm selected for award,

Towx

The Urban County Program's, sub-grantee or subrecipient, officers, employees or agents shall
neither solicit nor accept gratuities, favors or anything of monetary value from contractors,
potential contractors, or parties to sub-agreements, or vendors or potential vendors, Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation orsuspension of
officers, employees or agents involved or termination of contractual agreements with
subrecipients.

Non-disclosure Policy No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee or
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo or termination of contractual agreements when a
subrecipient/sub-grantee employee is involved,

Personal Inferest No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Program, sub-grantee or
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Program, sub-
grantee or subrecipient or to a contractor supplying the Urban
County Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, orservices, orin
any matter in which he acts for the Urban County Program, Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban County
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person or corporation
contracting with the Urban County Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
Counly Director or the board of Commissioners.
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Exhibit B
Urban County Matrix

Pre-Bid Activities

Development of Aunual Workplan

This activity is a city responsibility with the county involvement only as is necessary to assure
that the individual activities meet one of the three national objectives.

Revisions or Amendments to Annual Werkplan
Same as above (only two amendments alfowed per fiscal year)
Eligibility Test on Activities

This is a county responsibility working with the cities to assure all activities meet one of the three
national objectives. The County will assure that the 51 percent benefit to low and moderate
income persons can be verified and that the activities are eligible for funding. The county may
request an eligibility determination from HUD should a difference of opinion arise between the
City and the County.

Public Hearings

This responsibility will be a shared responsibility between the Cities and the County. In
accordance with the adopted Citizen Participation Plan, the Cities will conduct a public hearing in
their respective Cities after public notice, The County will then have a second public hearing at
the County level on the county-wide wotkplan, after public notice.

Environmental Assessiient

This is a County responsibility with concurrence and assistance by the Cities. The County will
determine what level of clearance is needed and will do noise, hazard, historical, floodplain, etc.
assessments as may be needed with as much city input as possible. The County Judge will
consider the “donothing” alternative atter consultation with the respective Mayors. The County
Judge and or UCP Staff will direct all mitigation efforts if necessary. The County Judge will sign
all environmental assessment reviews and findings. (A County Signatory may be appointed: UCP
Director)

Advertise for Professional Services

This is a County responsibility whereby the County will advertise once a year for all professional
services through a statement of qualifications process. The County will provide all data
concerning proposed activities and type of services needed. This list will be sent to all Cities so
that the Cities may decide on the professional services as they see the need for the services.
Should a city need services not available from the list (UC-1 List) of Professional Services, the
City shall advertise for the service after consulting with the Urban County Program staff.
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Selection of Professional Services Provider

This is a City and County shared responsibility, based on the Texas Local Government code and
other applicable laws and regulations. County will make sure that the provider is not a
contractor’s debarred list by consulting with the System for Award Management (SAM) website
(www.sam.gov), prior to recommendation for awarding a contractor to Hidalgo County
Commissionet’s Court,

Execute Professional Contracts

The City will negotiate the Professional Service Contract, and submit a Best and Final Offer
(BAFO) along with Scope of Services, Project Cost Estimate, Certificate of Debarment, CIQ
Form and IRS W-9 Form. The County will prepare the Professional Contract Agreement
documents and submit to Hidalgo County Commissioner’s Court for approval of contract. Any
modifications to the County contracts require prior approval of the County Legal Department,
Once approved, the County will forward the contracts to the Professional Service Provider for
proper signatures, they will return to the County for the County’s execution and County will issue
Notice to Proceed,

Review of Preliminary Drawings

This is a city responsibility,

Selicit Davis-Bacon Wage Rates

This is a County responsibility. The County will obtain wage rates from HUD for specific
projects and will forward wage rates to the respective Cities and the Professional Service Provider
to include in the bid specification packages.

Review and Approval of Final Plans and Specifications

This is a City responsibility where by the Mayor’s signature wiil be required on all plans and
specifications prior to bidding. Final plans should be forwarded to Urban County Program office
prior to bid advertisement for compliance check.

Advertise for Construction Bid

This is a County responsibility. The County will advertise for all construction projects and will
instruct bidders as to the availability of plans and specs, (to be picked up at Professional Service
Provider’s choice of location), and will advise bidders as to who will accept bids. (Hidalgo
County Purchasing Department — any given Wednesday at 9:30am)

Pre-Bid Conference

This is a County responsibility. County will conduct a pre-bid conference if necessary at the

Urban County program Conference Room, accompanied by the Professional Service Provider and
the project’s respective City.
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Bid Activities
Ten Day Wage Rate Check
This is a County responsibility, Ten days prior to any bid opening, the County will ascertain as to

the applicability of the wage rate in the bid documents. Should the wage rate change all
appropriate engineers will be notified and instructed to change wage rates.

Accept Constricction Bids

This is a County Purchasing Department responsibility. The Hidalgo County Purchasing
Department will accept bids as per the conditions set forth in the specification handbook.

Accept and Tabulate Bids

This is a County Purchasing Department responsibility with an Urban County, City, and
Professional Service Providerrepresentative at bid opening. The respective Professional Service
Provider will review the bids received and make their recommendation to the Urban County
Program,

Research Apparent Low Bidder

This is a shared responsibility. The respective Professional Service Provider will research and
review apparent low bidder’s past performances and their bids. The Urban County program will
research the list of Debaired Contractor’sand make a finding in the regard,

Bid Recommendation

This is a County responsibility, The respective Professional Service Provider will recommend the
lowest and most responsible bid to the County, The city will send a recommendation to the
County. County will request approval by Hidalgo County Commissioner’s Court for approval of
contract,

Contract Award

The County upon appioval by Hidalgo County Commissioner’s Court will prepare the contract
documents and forward them to the approved Contractor for execution,

Pre-Construction Activities
Construction Contract and Bonds
This is a shared responsibility. The Professional Service Provider will coordinate the execution of
construction contracts to include Insurance, Payment and Performance Bonds. Once they receive
four (4) original set of construction contracts they will submit to the County forexecution. Any
modifications fo the construction confracts require prior review by Legal Departiment and
approval by Hidalgo County Commissioner’s Court,

Pre-Construction Conference

The Urban County Program will conduct a Pre-construction conference to inform the contractor
of the various federal regulations such as Affirmative Action, Section 3 Compliance, and Davis-
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Bacon Wage Compliance. The Pre-construction conference will be held at the Urban County
Program Conference Room, with the city and professional service provider representatives
present. Once contracts are signed, County will prepare and issue a Notice to Proceed,

Document Posting and Construction Signs

This is a shared responsibility. The city and Professional Service Provider will ensure itself that
the appropriate documents are posted at the site and that the construction sign is erected.

Construction Activities

Davis-Bacon Compliance
This is a shared responsibility. The City may be asked to conduct wage rate employee interviews,
The County will conduct wage rate interviews and review wage rates on payroll reports submitted
with request for payments.

Periodic Project Inspections

This is a shared responsibility. The City, County, and Professional Service Providers will conduct
periodic site inspections of the project site.

Payment Request Approval

This is a shared responsibility. The Professional Service Provider will review and sign off on
request for payments and forward RFP to the City for signature and approval, and forward the
final RFP to the County for review and approval of payment,

Change Orders

This is a shared responsibility. Professional Service Provider will recommend any change orders
after negotiating said change order with the contractor. All change orders must have City’s
approval prior to submission to County for review and approval.

Contract Amendmient

This is a shared responsibility. The Professional Service Provider will recommend any contract
amendments to the County. County will consider and take appropriate action to approve or deny
the contract amendment if necessary.

Final Payment Approval

This is a shared responsibility. The County and Professional Service Provider will conduct final
project site inspections to ensure that construction has been completed as per plans and
specifications prior to submitting final request for payment recommendation to the County.
County will ensure that all applicable laws and regulations have been complied with. County will
review wage rate compliance, release of liens, certification of construction completion, warranty
certification and other pertinent documents.
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Exhibit C
Section 108 Loan Guarantee Program

Introduction

Section 108 is the loan guarmantee provision of the Community Development Block Grant
{CDBG) program. Section [ 08 provides communities with a source of financing for economic
development, housing rehabilitation, public facilities, and large-scale physical development
projects. This makes it one of the most potent and important public investment tools that HUD
offers to local governmenits. It allows them to transform a small portion of their CDBG funds into
federally guaranteed loans large enough to pursue physical and economic revitalization projects
that can renew entire neighbothoods. Such public investment is often needed to inspire private
economic activity, providing the initial resources or simply the confidence that private firms and
individuals may need to invest in distressed areas, Section 108 loans are not risk -free, however;
local governments borrowing funds guaranteed by Section 108 must pledge their current and
future CDBG allocations to cover the ioan amount as security for the loan,

Regulations governing the Section 108 program may be found at 24 CI'R 570, Subpart M, Loan
Guarantees,

Eligible Applicants
Eligible applicants include the following public entities:

« metropolitan cities and urban counties (i.e. CDBG entitlement recipients);

« nonentitlement communities that are assisted in the submission of applications by States
that administer the CDBG program; and

+ nonentitlement communities eligible to receive CDBG funds under the HUD-
Administered Small Cities CDBG program (Hawaii). The public entity may be the
borrower or it may designate a public agency as the borrower.

Fligible Activities
Activities eligible for Section 108 financing include:

economic development activities eligible under CDBG;

acquisition of real property;

rehabititation of publicly owned real property;

housing rehabilitation eligible under CDBG;

construction, reconstruction, or instaltation of public facilities (including street, sidewalk,
and other site improvements);

refated relocation, clearance, and site improvements;

payment of interest on the guaranteed loan and issuance costs of public offerings;
debt service reserves;

public works and site improvements in colonias; and

in limited circumstances, housing construction as part of community economic
development, Housing Development Grant, or Nehemiah Housing Opportunity Grant
programs.
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For purposes of determining eligibility, the CDBG rules and requirements apply. As with the
CDBG program, all projects and activities must either principally benefit low- and moderate-
income persons, aid in the elimination or prevention of slums and blight, or meet urgent needs of
the community.

Maximum Commitment Amount
Commitments are limited as follows:

1. Entitlement public entities. An entitlement public entity may apply for up to five times
the public entity's latest approved CDBG entitlement amount, minus any outstanding
Section 108 commitments and/or principal balances of Section 108 loans.

2. State assisted public entities. A nonentitlement public entity may apply for up to five
times the latest approved CDBG amount received by its State, minus any outstanding
Section 108 commitments and/or principal balances on Section 108 loans for which the
State has pledged its CDBG funds as security.

3. Nonentitlement public entities eligible under the HUD administered Small Cities
Program. For a public entity in Hawaii, the maximum commitment amount is five times
the public entity's latest grant under 24 CFR 570, Subpart F, minus any outstanding
Section 108 commitments and/or principal balances on Section 108 loans.

Loan Details

Security: The principal security for the loan guarantee is a pledge by the applicant public entity
ot the State (in the case of a nonentitlement public entity) of its current and future CDBG funds.
Additional security will also be required to assure repayment of guaranteed obligations. The
additional security requirements will be determined on a case-by-case basis, but could include
assets financed by the guaranteed loan.

Repayment: The maximum repayment period for a Section 108 loan is twenty years, HUD has
the ability to structure the principal amottization to match the needs of the project and borrower.
Each annual principal amount will have a separate interest rate associated with it,

Financing Source: Section 108 obligations are financed through underwritten public offerings.
Financing between public offerings is provided through an interim lending facility established by
HUD,

Interest Rates: Interest rates on interiin borrowing are priced at the 3 month London Interbank

Offered (LIBO) rate plus 20 basis points (0.2%). Permanent financing is pegged to yieldson U,S,

Treasury obligations of similar maturity {o the principal amount. A small additional basis point
spread, depending onn maturity, will be added to the Treasury yield to determine the actual rate,

Defauit: To date, there has been no default under Section 108 resulting in a repayment by HUD.
In the event of default requiring a payment, HUD would continue to make payments on the loan
in accordance with its terms, The source of payments by HUD pursuant to its guarantee would
almost always be pledged CDBG funds. However, HUD does have borrowing authority with the
U.S. Treasury if the pledged funds are insufficient.

For More Information visit www, hud.gov
Source: hitpAportalbud. povinidpordal/HUD P sie~/propram_officesfeomm planning/conumunitydevelopmont/pragrans/ 108
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ExhibitD
CDBG Regulations and Other Program
Requirements

Subpart A—General Provisions

SOURCE: 53 FR 34437, 8ept. 6, 1988, unless otherwvise noted,

§570.1 Purposeand primary objective.

(a) This part deseribes policies and procedures applicable to the following programs authorized under title I
of the Housing and Community Development Actof 1974, asamended:

(1) Entitlement grants program (subpart D);

(2) Nonentitlement Funds: HUD-administered Smali Cities and Insular Area programs (subpart F);
(3) State program: State-administered CDBG nonentitlement funds{subpartI);

(4) Special Purpose Grants (subpatt E),;

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

(6) Loan Guarantees (subpart M),

(b) Subpasts A, C, J, K, and O apply to all programs in paragraph (a) except as modified or [imited under
the provisions of these subparts or the applicable program regulations. In the application of the subparis to
Special Purpose 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 1) except to the extent expressly referred
to.

{c) The primary objective of the programs authorized under title I of the Housing and Community
Development Act of 1974, asamended, is described in section 101(c) ofthe Act (42 U.S.C. 5301{c)).

[53 FR 34437, Sept. 6, 1988, asamended at 56 FR 56126, 0¢t. 31, 1991; 61 FR 11475, Mar, 20, 1996: 69
FR 32778, June 10,2004]

§ 570.3 Definitions.

The terms HUD and Secrefary are defined in 24 CFR part 5. Al 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.

Aet meanstitle 1of the Housing and Community Development Actof 1974 asamended (42 US.C. 5301 et
seq. ).

Age of housing means the number of year-round housing units, as further defined in section 102{a)(11)of
the Act.
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Applicant means a State or unil of general local government that makes application pursuant o the
provisions ofsubpartE, F, G or M.

Buildings for the general conduct of government shall have the meaning provided in section 102{a)(2{)of
the Act.

CDBG funds means Communily Development Block Grant funds, including funds received in the form of
grants under subpariD, F, or § 570,405 of this part, fundsawarded undersection 108(q)of the Housing and
Community Development Act of 1974, loans guaranteed under subpart M of this part, urban renewal
surplus grant funds, and program income asdefined in § 570.500(a).

Chief executive officer of a State or unit of general local government means the elected official ot the
legally designated official, who has the primary responsibility for the conduct of that entity's governmental
affairs. Examples of the “chief executive officer” of a unit of general local government are: the elected
mayorofamunicipality; the elected county executive of a county; the chairperson of a county commission
or board in a county that hasno elecled county executive; and the official designated pursuant to law by the
governing body of a unit of general local government,

City means the following:

(1) For purposes of Entitlement Community Development Block Grant and Urban Developmeni Action
Grani eligibility:

(D) Any unit of general local government that is classified as a municipality by the United States Bureau of
the Census, or

(i) Any other unit of general localgovernment that is a town or township and that, in the determ ination of
the Secretary:

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

(B) Is closely settled (except that the Secretary may reduce or waive this requirement on a case by case
basis for the purposesof the Aclion Grant pregram); and

{C) Contains within ils 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 fownship to qualify as a city will be based
on information available from the United States Bureau of the Census and information provided by the
fown or township and #ts included units of general local government.

(2) For purposes of Urban Development Action Grant eligibility only, Guam, the Virgin Islands, Amesican
Samoa, the Commonwealih 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 Assistance Act of 1972 and located on reservations in Oklahoma as determined by the Secretary of
the Interior or in Alaskan Native Villages.

Community Development Financial Institution has the same meaning as used in the Community
Development Banking and Financiatlnstitutions Act of 1994 (12 U.S.C. 4701 nofe).

Consolidated plan. The plan prepared in accordance with 24 CFR part 91, which describes needs,
resources, priotilies and proposed activities (o be undertaken with respect to HUD programs, including the
CDBG program. An approved consolidated plan means a consolidated plan that has been approved by
HUD in accordance with 24 CFR part91.
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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 metropolilan city 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 shallhavethe meaning prdvided in section 102(a)12) of the Act,
Fxtent of housing overcrowding shall have the meaning provided in section 102(a)({() ofthe Act.

Fxtent of poverty means the number of persons whose incomes are below the poverty level based on data
compiled and published by the United States Bureau of the Census available from the latest census
referable 1o the same point or period in lime and the latest reports from the Office of Management and
Budget. For purposes of this patt, the Secretary has determined that it is neither feasible now appropriate to
make adjustments at this time in the computations of “extent of poverty” for regional or area variations in
income and cost of living.

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

Househald means all persons oceupying a housing unit. The occupants may be a family, as defined in 24
CFR 5.403; two or more families living togethet; or any other group of related or unrelated persons who
share living amangements, regardless of actual or perceived, sexual orientation, gender identity, or marital
status,

Income. For the purpose of determining whether a family or household is low- and moderate-income under
subpart C of this part, grantees may select any of the three definitions listed below for each activity, except
that integrally 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 Lo choose a definition does not apply to activilies that
qualify under § 570.208(a)(1) (Area benefit activities), except when the recipient carvies oul a survey under
§ 570.208(a)(1)(vi). Activities qualifying under § 570.208(a)(!) generally must use the area income daia
supplied torecipients by HUD, The three definitions are as follows:

(1)(i} “Annuval 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 rehabilitation under § 570,202,
the value of the homeowner's primary residence may be excluded from any calculation of Net Family
Assets), or

(iiy Annual income as reported under the Census long-form for the most recent available decennial Census,
This definition includes:

(A) Wages, salaries, tips, commissions, ete,;

(B) Self-employment income from own nonfann business, including proprietorships and partnerships;
(C) Farm self-employment income;

(D) Interest, dividends, net rentalincome, or income from estatesor lrusts;

(E) Social Security or railtoad retirement;

(F) Supplemental Secutity Income, Aid lo Families with Dependent Children, ot other public assistance or
public welfare programs;

{G) Retirement, survivor, or disability pensions; and
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(H) Any other sources of income received regularly, including Veterans' (VA) payments, unemployment
compensation,and alimony; or

(i) Adjusted gross income as defined for purposes of reperting under Internal Revenue Service (IRS)
Form 1040 for individual Federal annual income tax purposes,

(2) Estimate the annualincomeofa family or household by projecting the prevailing rateofincome of each
person al the ime assistance is provided for the individual, family, or household (as applicable), Estimated
anhnual income shall include income from all family or household members, as applicable. Income or asset
enhancement derived from the CDBG-assisted activity shall not be considered in calculating estimated
anhnualincome,

Insular area shall have themeaning providedin section 102(a)X24) of the Act.

Low- and moderate-income household means 3 household having an income equal to or less than the
Section 8 low-income limit established by HUD,

Low- and moderate-income person meansa memberof a family having an income equalto or less than the
Section 8 low-income limit established by HUD, tnrelated individuals will be considered as one-person
families for this purpose.

Low-income houseliold means a household having an income equalto or less than the Section 8 very low-
income limit established by HUD,

Low-income person meansa memberofa family thathasan income equalto or less than the Section 8 very
low-income Hmil established by HUD. Unrelated individuais shall be considered as one-person families for
this purpose.

Metropolitan area shalt have the meaning provided in section 102¢a)3) of the Act.

Metropolitan city shall have the meaning provided in section 102(a)}4) of the Act except that the term
“central cily” is replaced by “principal city.”

Microenterprise shall havethe meaning 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 [imit and greater than the Section 8 very low-income limit, established by HUD.

Moderate-income person meansa memberofa family that hasanincomeegual to or less than the Section §
low-income limit and greater than the Section 8 very low-income limit, established by HUD. Unrelated
individuals shall be considered as one-person families forthis purpose,

Nonentitlement amount means the amount of funds which is allocated for use in a State's nonentitiement
areasasdetermined by formula set forth in section 106 of the Act.

Nounentitlement area shall havethe meaning provided in section 102(a)(7) of the Act.

Population meansthe total resident population based on data compiled and published by the United States
Bureau of the Census available from the latest census or which hasbeen upgraded by the Bureau to reflect
the changesresulting from the Boundary and Annexation Survey, new incorporationsand consolidationso f
governments pursuantto § 570.4, and which reflects, where applicable, changesresulling from the Bureau's
latest population determination through its estimating technigque using naturalchanges (birth and death)and
net migration, and is referable to the same point or period in time,
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Small business means a business that meets the criteria set forth in section 3{a) of the Small Business Act
(15 U.8.C. 631,636,637).

State shall havethe meaning provided in section 102(a}(2)of the Act,
Unit of general local government shall havethemeaning provided in section 102(a)(1)of the Act,

Urban county shail have the meaning provided in section 102(a)(6) of the Act. For the purposes of this
definition, HUD will determine whether the county's combined populaiion containg the required percentage
of low- and moderate-income persons by identifying the numberof persons that resided in applicableareas
and units of general local government based on dala from the most recent decennial census, and using
income limits that would have applied for the yearin which that censuswas taken,

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

[53 FR 34437, Sept. 6, 1988; 53 FR 41330, 0ct. 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 FIR 69382,Dec. 12, 2003; 69 FR 32778,June 10,2004; 77 FR 5675,
Feb. 3,2012]

§570.4 Allocation of funds.

{(a) The determination of eligibility of units of general local government to receive entitlement grants, the
entitlement amounis, the allocation of appropriated funds to States for use in nonentitlement areas, the
realiocation of funds, the allocation of appropriated lunds to insular arcas, and the allocation of
appropriated funds fordiscretionary grants underthe Secretary’s Fund shali be governed by the policies and
procedures described in sections 106 and 107 of the Act, asappropriate.

{b) The definitions in § 570.3 shall govern in applying the policies and procedures described in sections
106 and 107 of the Act.

{c) In detesmining eligibility for entitlement and in allocaling funds under section 106 of the Act for any
federal fiscal year, HUD will recognize corporate status and geographical boundaries and the status of
metropolitan areas and principal cities effective as of July 1 preceding such federal fiscalyear, subject to
the following limitations:

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

(2} With respect to boundary changes or annexations, as are used by the Census Bureau in preparing
population estimates for all general purpose governmental units and ave available for processing by the
Census Bureau as of such date, except that any such boundary changes or annexations which result in the
population of a unit of general local government reaching or exceeding 50,000 shail be recognized for this
purpose whether or not such changes are used by the Census Bureau in preparing such population
estimates; and

(3) With respect to the slatus of Metropolitan Statistical Areas and principal cities, as officlally 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 compuling entitlentent amounts
for urban counties, the demographic values of population, poverty, housing overcrowding, and age of
housing of any Indian fribes located within the county shall be excluded. In allocating amountsto States for
use in nonentitlement areas, the demographic values of population, poverly, housing overcrowding andage
of housing of all Indian {ribes located in all non-entitled areas shali be excluded. It is recognized that all
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such data on Indian tribes are not generaily available from the United States Bureau of the Censusand that
missing portiens of data will have (o be estimated. In accomplishing any such estimaies the Secretary may
use such otherrelated information available from reputable sources asmay seem appropriate, regardless of
the dala's point or period of time and shall use the best judgement possible in adjusting such data to reflect
the same pointor period of lime as the overall data from which the Indian tribes are being deducted, so that
such deduction shall not create an imbalance with those overall data.

(e) Amounts remaining after closeout of a grant which are required to be retumed to HUD under the
provigions of § 570.509, Grant closeout procedures, shall be considered as funds available for reallocation
unless the appropriation under which the funds were provided to ihe Department has lapsed.

[53 FR 34437,8ept, 6, 1988, asamended at 68 FR 69582, Dec. 12,2003; 69 FR 32778, June 10, 2004}

§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 section 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 activity may beassisted in whole or in part with CDBG fundsonly if all
of the following requirements are met;

(1) Compliance with section 105 of the Act, Each activity must meet the eligibility requirements of section
105 of the Act as further defined in this subpart,

(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 maximum {easible priorily to activities which
will catry out one of the national objectives of benefil 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
recipient certifies are designed to meet other community development needs having a particular urgency
because exisiing conditions pose a serious and immediate threat to the health or welfare of the community
where other financial resources are not available to meet such needs. Consistent with the foregoing, each
recipient under the Entitlement or HUD-administered Small Cities programs, and each recipient of insular
area funds under section 106 of the Act must ensure and maintain evidence that each of its activities
assisted with CDBG funds meets one of the three national objectives as contained in its certification.
Criteria for determining whether an activity addresses one or more of these objectives are found in
§ 570.208.

(3) Compliance with the primary objective. The primary objective of the Act is described in section 101(c)
of the Act. Consistent with this objectlive, enlitlement recipients, non-entittement CDBG grantees in
Hawaii, and recipients of insular area funds undersection 106 of the Act must ensure that, overa petiod of
time specified in their certification not to exceed three years, not less than 70 percent of the aggrepate of
CDBG fund expenditures shall be for activities meeting the criteria under § 570.208(a) or under
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§ 570.208(d)(S) or (6) Tor benefiting low- and moderate-income persons, For grants under section 107 of
the Acl, insular area recipients must meet this requirement {or each separate grant. See § 570.420(d)(3) for
additionaldiscussion of the primary objective requirement for insular area s funded undersection 106 of the
Act. The requiements for the HUD-administered Small Cities program in New York are at
§ 570.420(d)2). In determining the percentageof funds expended forsuch activities:

() Cost of administration and planning 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 shalt be excluded from the calculation;

(ii) Funds deductled by HUD for repayment of urban renewal lemporary loans pursuant to § 570.802(b)
shall be exciuded,

{iif) Funds expended for the repayment of foans guaranteed underthe provisions of subpart M shalt also be
exciuded;

(iv) Funds expended for the acquisition, new consfruction or rehabilitation of property for housing that
qualifies under § 570.208(a)(3) shall be counted for this purpose but shall be limited to an amount
determined by mulliplying the total cost (including CDBG and non-CDBG costs) of the acquisition,
constiuction or rehabilitation by the percent of units in such housing to be occupled by low and moderate
income persons.

(v} Funds expended [or any other activities qualifying under § 570.208(a) shall be counted for this purpose
in their entirety,

{4) Compliance with environmental review procedures. The environmental review procedures set forth at
24 CFR part 58 must be completed for each activity (or project as defined in 24 CFR part 58), as
applicable.

{5) Cost principles. Costs incurred, whether charged on a direct or an indirect basis, must be in
conformance with 2 CFR PART 200 ! All items of cost listed in Attachment B of these Circulars 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 Attachment A of such circulars and are otherwise
eligible under this subpart C, exeept for the following:

! ‘These circulars are available from the American Communities Center by calling the following toll-free
numbers; {800) 998-9999 or (800} 483-2209 (TDD).

(i) Depreciation methods for fixed assets shall not be changed without HUD's specific approval ot, if
charged through a cost allocation plan, the Federal cognizant agency.

(ii} Fines and penalties (including punitive damages)are unallowable costs to the CDBG program,
(iif) Pre-award costs are imited to those authorized under paragraph (h) of this section.
(b} Special policies governing facifities, The following special policies apply to:

(1} Facilities containing both eligible and ineligible uses. A public facility otherwise eligible for assistance
under the CDBG program may be provided with CDBG funds even if it is part of a multiple use building
containing ineligible uses, if:

(i) The facility which is otherwise eligible and proposed for assistance will occupy a designated and
discrete area within the larger facility; and
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(i) The recipient can determine the costs attributableto the facility proposed for assistance asseparale and
distinet from the overali costs of the multiple-use building and/or facility.

Allowable costs are limited to those attrlbutable to the eligible portion ofthe bullding or facitity.

(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 membership fees, which wilt have the effect of precluding low
and moderate income persons from using the facilities, are not permitted.

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

(1) Definition of special assessment. The lerm “special assessment™ means the recovery of the capitalcosts
of a public improvement, such as streefs, water or sewer lines, curbs, and gutters, through a fee orcharge
levied or filed as a lien apainst a parcel of real estate as a direct result of benefit derived from the
installation of a public improvement, or a one-time charge made as a condilion 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 tlaxes, and does not include periodic charges based
on the use of a public improvement, such as water or sewer user charges, even if such cha rges include the
recovery of all or someportion of the capitalcosts of the public improvement.

(2) Special assessinents to recover capital cosfs. Where CDBG funds ate used to pay all or past of the cost
ofa public improvement, special assessmentsmay be imposed as follows:

{i) Special assessments to recover the CDBG funds may be made only against properties owned and
oceupied by persons not of low and moderate income. Such assessments constitute program income.

(ii) Special assessments to recover the hon-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; except that CDBG funds need not be used to pay the special assessments in behalf of
properties owned and occupied by moderate income persons if the grant recipient certifies that it does not
havesufficient CDBG fundsto pay the assessmenisin behaif of all of the low and moderate income owner -
accupant persons, Funds collected through such special assessmentsare not program income,

(3) Public improvements not initially assisted 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 assessments provided:

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

(ii) The installation of the public improvement meets a criterion for national objectives in § 570.208(a)(1),
(b), or {¢); and

(il)) The requirements of § 570.200(c){2)(ii) are met.

(dy Consultant activities. Consulting services are eligible for assistance under this part for professional
assistance in program planning, development of community development objectives, and other general
professional guidance relating to program execution, The use of consultantsis governed by the following;

(1) Bmployer-employee type of relationship. No person providing consultant services in an employer-
employee type of relationship shall receive more than a reasonable rate of compensation for personal
services paid with CDBG funds. In no event, however, shall such compensation exceed the equivalent of
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the daily rate paid for Level IV of the Execulive Schedule. Such services shall be evidenced by written
agreements 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 requirements in 24 CFR 85.36, and are not subject to the
compensation limitation of Level IV of the Executive Schedule.

(e) Recipient determinations required as a condition of eligibilify. In several instances under this subpart,
the eligibilily of an aectivity depends on a special local determination. Recipients shall maintain

documentation of all such deferminations. A writlen determination is required for any activity carried out
under the authority of §§ 570.201(0), 570.201(iX2), 570.201(p), 570.201(g), 570.202(b)(3), 570.206(f),
570.209,570.210,and 570,309,

(£) Means of carrying out eligible activities, (1) Activities eligible under this subpart, other than those
auihorized under § 570.204(a), may be undertaken, subject to local law:

(iy By therecipient through:

(A) Iis employees, or

(B) Procurement contracts governed by therequirements of 24 CFR 85.36; 0r

(i) Through loansor grants underagreements with subrecipients, asdefinedat § 570.500(c); or

(iif) By one or more public agencies, including existing local public agencies, that are designaied by the
chief executive officer of the recipient.

(2) Activities madeeligible under§ 570.204(a)ymay only be undertaken by entities specified in that section.

(&) Limitation on planning and administrative cosis. No more than 20 percent of the sum of any grant, plus
program income, shall be expended for planning and program administrative costs, as defined in
§§ 570.205 and 507.206, respectively. Recipients of entitlement grants under subpart D of this part shall
conform with this requirement by limiting the amount of CDBG funds obligated for planning plus
administration during each program year to an amount no greater than 20 percent of the sum of its
entitfement grant made for that program year (if any) plus the program income received by the recipient
and its subrecipients (if any) during that program year,

{h) Reimbursement for pre-award costs. The effective date of the grant agreement is the program yearstart
date or the date that the consolidated plan is received by HUD, whichever is later, For a Section 108 loan
puarantee, the effective date of the grant agreement is the date of HUD execution of the grant agreement
amendment forthe particularloan guaranleecommitment.

(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 afterthe effective date of the grant agreement pay forthose 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
consolidated plan action plan, an amended consolidated plan action plan, oran application undersubpart M
of this patt, except thatl a new entitiement grantee preparing to receive its first allocation of CDBG funds
may incur costs necessary to develop its consolidated plan and undertake other administrative actions
necessaty to receive its first grant, prior {o the costs being included in its consolidated plan;

(iiy Citizens areadvised of theextentlo which these pre-award costs will affect future grants;
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(iii) The costs and activities funded are in compliance wilh the requirements of this part and with the
EnvironmentalReview Procedures stated in 24 CFR part 58;

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

(v) CDBG payment will be made during a time no longer than the next two program years following the
effective date of'the grant agreement or amendment in which the activity is first included; and

{vi) The totalamount of pre-award costs to be paid during any program yearpursuant to this provision is no
more than the greater ol 235 percent of the amount of the grant made forthat yearor $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 criterla at paragraph (WY(1)v) or (WY 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 authorily would resuil in a significant contribution to the goals and putposes of the
CDBG program;

(i) Whether failure to grant the authority would result in undue hardship to the recipient or beneficiaries of
the activity;

(i) Whether granting the authority would not result in a vielation of a statutory provision or any other
regulatory provision;

(iv) Whether circumstances are clearly beyond the recipient's control; or
(v} Any other relevant considerations.

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

(1} Activities eligible for assistanceunder this subpart; and

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

(j} Faith-based activities. (1) Organizations that are religious or faith-based are eligible, on the same basis
as any other organization, to participate in the CDBG program, Neither the Federal government nora State
or local government receiving funds under CDBG programs shall discriminate against an organization on
the basis ofthe organization's religiovs characteroraffiliation,

(2) Organizations that are directly funded under the CDBG program may not engage in inherently religious
activilies, such as worship, religious instruction, or proselytization, as part of the programs or services
funded underthis part.If an organization conducts such activities, the activities must be offered separately,
in time or location, from the programs or services funded under this part, and participation must be
voluntary for the beneficiaries of the HUD-funded programs or services.

(3) A religious organization that participatles in the CDBG program will retain its independence from
Federal, State, and local governments, and may continue to cary out its mission, including the definition,
practice, and expression of iis religious beliefs, provided that it does not use direct CDBG funds to support
any inherently religious aclivities, such as worship, religious instruction, or proselytization, Among other
ihings, faith-based organizations may use space in their facilities to provide CDBG-funded services,
without removing religious art, icons, scriptures, or other religious symbols. In addition, a CDBG-funded
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religious organization retains its authority over iis intemal governance, and it may retain religious terms in
its organization's name, select its board members on g religious basis, and include religious references in its
organization's mission siatements and other governing documents,

(4) An organization that participates in the CDBG program shall not, in providing program assistance,
discriminate apainst a program beneficiary or prospective program beneficiary on the basis of religion or
religious belief.

{(5) CDBG funds may not be used for the acquisition, construction, or rehabilitation of structures to the
extent that those structures are used for inherently religious activities. CDBG funds may be used for the
acquisition, construction, or rehabilitation of structures only to the extent that those structures are used for
conducting eligible activities under this part, Where a structure is used for both eligible and inherently
religious activities, CDBG funds may not exceed the cost of those portions of the acquisition, construction,
or rehabilitation that are attributable to eligible activities in accordance with the cost accounting
requirements applicable to CDBG funds in this part, Sanciuaries, chapels, or other rooms that a CDBG-
funded religious congregation uses as its principal place of worship, however, are ineligible for CDBG-
funded improvements. Disposition of real property after the term of the grant, orany change in use of the
property during the term of the grant, is subject lo government-wide regulations goveming real property
disposltion { see 24 CFR parts 84 and §3),

(6) If a Stale or local government voluntarily contributes its own funds to supplement federally funded
activities, the State or focal government has the option to segregate the Federal funds or commingle them,
However, if the fundsare commingled, this section applies to all ofthe commingled funds,

[53 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; 65 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]

§570.201 Basic eligible activities.

CDBG luads may be used for the following activities:

(a) Acqulisition. 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 (o 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 purposes, including reasonable costs of temporarily managing such
property or property acquired under urban renewal, provided that the proceeds from any such disposition
shali be program income subject to the requirements set forthin § 570.504,

{¢) Public facilifies and improvements. Acquisition, construction, reconstruction, rehabilitation or
installation of public facilities and improvements, except as provided in § 570.207(a), carried out by the
reciplent or other public or private nonprofit entities, (However, activities under this paragraph may be
directed to the removal of material and architectural baniers that restrict the mobility and accessibility of
elderly or severely disabled persons to public facilities and improvements, including those provided for in
§ 570.207(a)(1).) [n undertaking such activities, design features and improvemenis which promote energy
efficiency may be included, Such activities may also include the execution of architectural design features,
and similar treatments intended to enhance the aesthetic quality of facilities and improvements receiving
CDBG assistance, such as decorative 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 facilities and not subject to the prohibition of new housing construciion described in
§ 570.207(b)(3). Such facilities include shelters for the homeless; convalescent homes; hospitals, nursing
homes; battered spouse shelters; halfway houses for run-away children, drug offenders or parolees; group
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homes for mentally relarded persons and temporary housing for disaster victims. In cerlain cases, nonprofit
entities and subrecipients including those specified in § 570.204 may acquire title to public facililies. When
such facilities are owned by nonprofit entities or subrecipients, they shali be operated so as to be open for
use by the general public during ali normal hours of operation. Public facilities and improvements eligible
for assistance underthis paragraph are subject to the policies in § 570.200(b).

{dy Clearance and remediation activities. Clearance, demolition, and removal of buildings and
improvements, including movement of struclures to other sites and remediation of known or suspected
environmental conlamination. Demolition of HUD-assisted or HUD-owned housing units may be
undertaken only with the prior approval of HUD. Remediation may include project -specific environmental
assessment 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 consetvation, welfare (but excluding the provision of income payments
identified under § 570.207(b)(4)), homebuyer down payment assistance, or recreational needs, To be
eligible for CDBG assistance, 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 behalf of the unit of general local
government {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, asapplicable:

(I} The amount of CDBG funds used for public setvices shall not exceed 15 percent of each grant, except
that forentitlement grants made undersubpart D of this pait, the amount shallnot 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 par, compliance is based on limiting the amount of CDBG funds obligated for pubiic service
activities in each program year to an amount no greater than 15 percent of the entitlement grant made for
that program year plus 1S percent of the program income received during the grantee's inmediately
preceding program year.

(2) A recipient which obligated more CDBG funds for public services than 15 percent of its grant funded
from Federal fiscal year 1982 or 1983 appropriations {excluding program income and any assistance

received underPublic Law 98-8}, may obligate more CDBG fundsthan allowable under paragraph (e)(1) of
this section, so long as thetotalamount obligated in any program veardoes not exceed:

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

(i) A portion of the prantreceived for the program yearwhich is the highest ofthe following amounts;

(A) The amount determined by applying the percentage of tle grant it obligated for public services in the
1982 program yearagainst the grant for its current program year;

(B) The amount determined by applying the percentage of the grant it obligated for public services in the
1983 program yearagainst the grant for its current program yeai;

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

(D} The amountof fundsit obligated for public setrvices in the 1983 program year.

()} Interim qssistance. (1) The following activitics may be undertaken on an interim basis in areas
exhibiting objectively 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
outas soon as practicable:
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(i) The repairing of streets, sidewalks, parks, playgrounds, publicly owned utilities, and public buildings;
and

(i) The execution of speciai garbage, trash, and debris removal, including neighborhood cleanup
campaigns, but not the regular curbside collection of garbage or trash in anarea.

(2} In ovder lo 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
immediateresolution, CDBG funds may beused for:

(i) The activities specificd in paragraph (f)}(1) of this section, except for the repair of parks and
playgrounds;

(i) The clearance of streets, including snow removaland similar activities, and
(i) The improvement of private properties.

(3) Al activities authorized under paragraph (f)}{2) of this section are limited to the extent necessary to
alleviate emergency conditions.

() Payment of non-Federal share, Payment of the non-Federal share vequired in connection with a Federal
grant-in-aid program undertaken as part of CDBG activities, provided, that such paymentshalibe limited to
activities otherwise eligible and in compliance with applicable requirements under this subpart.

(h) Urban renewal completion. Payment of the cost of completing an urban renewa! project funded under
title I of the Housing Act of 1949 as amended. Further information regarding the eligibility of such costs is
set forthin § 570.801.

(i} Refocation. Relocation payments and other assistance for pesmanently and temporaiily relocated
individvals Families, businesses, nonprofit organizations, and farm operations where the assistance is (1)
required under the provisions of § 570.606 (b) or {¢); or (2} determined by the grantee to be appropriate
under the provisions of § 570.606{d).

(i) Loss of rental income. Payments to housing owners for losses of rental income incurred in holding, for
temporary periods, housing units to be used for the relocation of individuals and families displaced by
program activities assisted under this pant,

(k) Housing services. Housing services, as provided In section 105@X21} of the Act (42 USC,
5305()21).

D) Privarely owned utilities, CDBG funds may be used to acquire, construct, reconstruct, rehabilitate, or
install the distribution lines and facilities of privately owned utilities, including 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 ofthe United States Housing Act of 1937,

(n) Homeownership assistance, CDBG funds may be used to provide direct homeownership assistance o
low- ormoderate-income households in accordance with section 105(a) of the Act,

(o)1) The provision of assistance either through the recipient directly or through public and private
organizations, agencies, and other subrecipients (including nonprofit and for-profit subrecipients) to
facilitate economic development by
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(i) Providing credit, including, bui not limiled lo, grants, loans, loan guarantees, and other forms of
financialsupport, for the establishment, stabilization, and expansion of microenterprises;

(i) Providing technicai assistance, advice, and business supporl services to owners of microenterprises and
persons developing microenterprises; and

(i) Providing general suppott, including, but not limited to, peer support pregrams, counseling, child care,
transportation, and other similar services, to owners of microenterprises and persons developing
microenterprises.

(2) Services provided this paragraph {o) shall not be subject to the restrictions 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 ate, or after an initial screening process are expectled 1o be, actively
wotking toward developing businesses, each of which is expected to be a microenterprise ai the time it is
formed.

(4) Assistance under this paragraph (o) may also include (raining, technical assistance, or other support
services to increase the capacity of the recipient or subrecipient to camy out the activities under this
paragraph (o)

(p) Tecimical assistance. Provision of technical assistance to public or nonprofit entities to increase the
capacity of such entities o carty out eligible neighborhood revitalization or economic development
activities. {The recipient must determine, prior to the provision of the assistance, that the activity for which
it is attempting (o build capacity would be eligible for assistance under this subpart C, and that the national
objective claimed by the grantee for this assistance can reasonably be expected to be met once the entity
has received the technical assistance and undertakes the activity.) Capacity building for private or public
entities (including grantees) for other purpases may beeligible under § 570.205.

(q) Assistance to institutions of higher education. Provision of assistance by the recipient to institutions of
higher education when the grantee determines that such an institution has demonstrated a capacily to carry
outeligible activities under this subpart C.

[53 FR 34439, Sept, 6, 1988, asamended 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}

§570.202 Eligible rehabilitation and preservation activities.

(a} Types of buiidings and improvements eligible for rehabilitation assistance. CDBG fundsimay be used to
finance therehabilitation of:

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

(2} Low-income public housing and other publicly owned residential buildings and improvements;

(3} Publicly or privately owned commercial or industrial buildings, except that the rehabilitation of such
buildings owned by a private for-profit business is limiled to improvement to the exterior of the building,
abatement of asbestos hazards, lead-based paint hazard evaluation and reduction, and the correction of code
violations;
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(4} Nonprofit-owned nonresidential buildings and improvements not eligible under§ 570.201{c); and
(3} Manufactured housing when such housing constitules part of the community's permanent housingstock,

(b} Twpes of assistance. CDBG fundsmay be used to {inancethe following lypes ofrehabilitation activities,
and related costs, either singly, or in combination, through the use of grands, loans, loan guarantees, interest
supplements, or other means for buildings and improvements described in paragraph (a) of this section,
excepl that rehabilitation of commercial or industrial buildings is limited as described in paragraph (a)(3)of
this section,

(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 resale for residential
purposes;

(2) Labor, materials, and other costs of rehabilitation of propetties, including repair directed toward an
accumulation of deferred maintenance, replacement of principal fixtures and components of existing
structures, installation of security devices, including smoke detectors and dead bolt focks, and renovation
through alterations, additions to, or enhancement of existing structures and improvements, abatement o f
asbestos hazards (and other contaminants)in buildings and improvementsthatmay beundertaken singly, or
in combination;

(3) Loans forrefinancing existing indebtedness secured by a property being rehabilitated with CDBG funds
if such financing is determined by the recipient to be necessary or appropriate to achieve the locality’s
community development objectives;

(4) Improvements to increase the efficient use of energy in structures through suck means as instaltation of
storm windows and doors, siding, wall and attic insulation, and conversion, modification, or replacement of
heating and cooling equipment, including the use of solar energy equipment;

{5) Improvements to increase the efficient use of water through such means as water savings faucets and
shower headsand repair of water leaks;

{6) Connection ofresidential struetures to water distributlon lines or local sewer collection lines;
(7) For rehabilitation cartied out with CDBG funds, costs of:

(i) Initial homeowner wartanty premiums;

(i) Hazard insurance premiims, except where assistance is provided in the form of a grant; and

(iii) Flood insurance premiums for properties covered by the Flood Disaster Protection Act of 1973,
pursuantto § 570.605,

(8) Costs of acquiring 1ools {o be lent to owners, tenants, and ofhets who will use such tools to catry out
rehabilitation;

(9) Rehabilitation services, such as rchabilitation counseling, energy suditing, preparation of work
specifications, loan processing, inspections, and other services related to assisting owners, tenants,
contractors, and other entities, panticipating or seeking to participate in rehabilitation activities authorized
under this sectiont, undersection 312 of the Housing Act of 1964, asamended, undersection 810 of the Act,
or under section 17 of the United States Housing Act 0f 1937,

(10} Assistance for the rehabilitation of housing under section 17 of the United States Housing Act of 1937;
and
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(11} Improvements designed to remove material and architectural barriers that restrict the mobility and
accessibility of elderly or severely disabled persons to buildings and improvements eligible for assistance
under paragraph (a)of this section.

(c) Code enforcement. Costs incurred for inspeetion for code violations and enlorcement of codes (e.g.,
salaries and related expenses of code enforcement inspectors and legai proceedings, but not including the
cost of correcting the violations) in deteriorating or deteriorated areas when such enforcement togetherwith
public or private improvements, rehabilitation, or services to be provided may be expected to arest the
decline of the area.

(d) Historic preservaiion. CDBG funds may be used for the rehabilitation, preservation or restoration of
historic properties, whether publicly or privately owned, Historic properties are those sites or structures that
are either listed in or eligible (o be listed in the National Register of Historic Places, listed in a State or
local invenlory of historic places, or designated as a State or local landmark or historic distriet by
appropriate law or ordinance, Historic preservation, however, is not authorized for buildings for the general
conduct of government,

(c) Renovation of closed buildings. CDBG funds may be used to renovate closed buildings, such as closed
school buiidings, for use as an eligible public facifity or to rehabilitate such buildings for housing,

(f) Lead-based paint activities. Lead-based paint activities pursuant to § 570.608.

[53 FR 34439, Sepl. 6, 1988; 53 FR 41330, Qct, 21, 1988, as amended at 60 FR 1944, Jan. 5, 1995; 68 FR
56911, Nov. 9, 1995; 64 FR 50225, Sept. 15, 1999; 71 FR 30035, May 24,2006]

§570.203 Special economic development activities.

A recipient may use CDBG funds for special economic development activities in addition to other activities
authorized in this subpart that may be carried out as part of an economic development project, Guidelines
for selecting activities to assist under this paragraph are provided at § 570.209. The recipient must ensure
that the appropriate level of public benefit wilt be derived pursuant to those puidetines before obligating
funds under this authority. Special activities authorized under this section do not include assistance for the
construction of new housing. Activities eligible under this section may include costs associated with
project-specific assessment or remediation of known or suspected environmental contamination, Special
economic development activities include:

(a) The acquisition, construction, reconstruction, rehabilitation or installation of commercial or industrial
buildings, stractures, and other real properly equipment and improvements, including railroad spurs or
similar extensions. Such activilies may be camied out by the reciplent or public or private nonprofit
subrecipients.

{b) The provision of assistance to a private for-profit business, including, but not lmited to, grants, loans,
loan guarantees, interest supplements, technical assistance, and other forms of suppont, for any activity
where the assistance is approptiaie to camy out an economic development project, excluding those
described as ineligible in § 570.207(a). In selecting businesses to assist under this authority, the recipient
shall mininiize, lo the extent practicable, displacement of existing businesses and jobs in neighborhoods,

{(c) Economic development services in connection with activities eligible under this section, including, but
not limited to, outreach efforts to market avaitable forms of assistance; screening of applicants; reviewing
and underwriting applications for assistance; preparation of all necessary agreements; management of
assisted activities; and the screening, referral, and placement of applicants for employment opportunities
generated by CDBG-eligible economic development activities, including the costs of providing necessary
training for persons filling those positions,

[53 FR 34439,8ept. 6, 1988, asamendedat 60 FR 1944, Jan. 5, 1995; 71 FR 30035, May 24, 2006}
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§ 570.204 Special activities by Community-Based Development
Organizations (CBDQOs).

{(a) Lligible qetivities. The recipient may provide CDBG {unds as grants or loans to any CBDO qualified
under this section to carry out a aeighborhood revitalization, community economic development, orenergy
conservation project, The funded project activilies may include those listed as elipible under this subpart,
and, excepl as described in paragraph (b} of this section, activities not otherwise listed as eligible under this
subpart. For purposes of qualifying as a project under paragraphs (8)(1), (@)(2), and {a)3) of this section,
the funded activity or activilies may be considered either alone or in concert with other project activities
either being carrled out or for which funding hasbeen committed, For purposes of this section:

(1) Neighborhood revitalization project includes activities of sufficient size and scope to haveanimpacton
the decline of a geographic location within the jurisdiction of a unil of general local government (but not
the entire jurisdiction) designated in comprehensive plans, ordinances, or other local documents as a
neighborhood, village, or similar geographical designation; ot the entire jurisdiction of a unit of general
local government which is under 25,000 population;

(2) Community economic development project includes activities that increase economic opportunity,
principafly for persons of low- and moderate-income, or that stimulate or retain businesses or permanent
jobs, including projects that include one or more such activities that are clearly needed 1o address a lack of
affordable housing accessible to existing or planned jobs and those aclivitics specified at 24 CFR
91.1¢a)(1)(i); activilies under this paragraph may Include costsassociated with project -specific assessment
orremediation of known or suspected environmental contamination;

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

(4) To cawry out a project means that the CBDO undertakes the funded activities diveclly or through
contract with an entity other than the grantee, or through the provision of financial assistance for activities
in which it retains a direct and controlling involvement and responsibilities,

(b) Ineligible activities. Notwilhstanding that CBDOs may carry out aclivilies that are not otherwise
cligible underthis subpart, this section does ot authorize:

(1) Carrying out an activity described asineligible in § 570.207(a),;
(2) Camying out public services that donot meet therequitements of § 570.201{e}, except that:

(i) Services carried oul under this section that are specifically designed to increase economic opportunities
through job training and placement and other employment suppoit services, includin g, but not imited to,
peer support programs, counseling, child care, transportation, and other similar services; and

(i) Services of any type carried out under this section pursuant to a strategy approved by HUD under the
provisions of 24 CFR 91.215(e} shall not be subject to the limilations in § 570.201(e)(1) or (2), as
applicable;

(3) Providing assistance to activilies that would otherwise be eligible under § 570,203 that do not meet the
requirements of § 570.209; or

{4) Canrying out an aclivily that would otherwise be eligible under § 570.205 or § 570.206, but that would
result in therecipient's exceeding the spending limitation in § 570.200(g).

{c) Eligible CBDOs. (1)} A CBDO qualifying under this section is an organization which has the following
characteristics:
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(i} Is an association or corporation organized under State or local law to engage in community development
activities (which may include housing and economic development activities) primarily within an identified
geographic area of operation within the jurisdiction of the recipient, or in the case of an urban county, the
jurisdiction of the county;and

(i) Has as its primary purpose the improvement of the physical, economic or social environment of its
geographic area of operation by addressing one or more critical problems of the area, with particular
altentlion to the needs of persons of low and moderate income; and

(iii) May be either non-profit or for-profit, provided any monetary profits to its shareholders or members
must be only incidental to its operations; and

(iv) Maintains at least 51 percent of its goveming body's membership for low- and moderate-income
residents of its geographic area of operation, owners or senior officers of private establishmenis and other
institutions located in and serving its geographic area of operation, or representatives of low- and moderate-
income neighborhood organizations located in i{s geographic area of operation; and

(v} Is not an agency or instrumentality of the recipient and does not permit more than one-third of the
membership of its governing body to be appointed by, or to consist of, elected or other public officials or
employees or officials of an ineligible entity {even though such persons may be otherwise qualified under
paragraph (c)}{1Xiv} of this section); and

(vi) Except as otherwise authotized in paragraph (c)(1)(v) of this section, requires the members of its
govering body to be nominated and approved by the general membership of the organization, or by its
penmanent governing body; and

(vii) Is not subject to requirements under which its assetsrevert to therecipient upon dissolution; and
(vili) Is iree to contract forgoods and services from vendors ofits own choosing,

(2) A CBDO that does not meet the criteria in paragraph {c)(1) of this section may also qualify as an
eligible entity under this section if it meetsone of the following requirements:

(i) Is an enlity organized pursuant lo section 301{d) of the Smalt Business Investiment Act ol 1958 (15
U.8.C. 681(d}), including those which are profit making; or

(i) Is an SBA approved Section 501 State Development Company or Section 502 Local Development
Company,oran SBA Certified Section 503 Company underthe Small Business Investment Act o 1958,a%
amended; or

(i) Is a Community Housing Development Organization ({CHDO) under 24 CFR 922, designated as a
CHDO by the HOME Investment Partnerships program participating jurisdiction, with a geographic area of
operation of no more than one neighborhood, and has received HOME funds under 24 CFR 92.300 oris
expected to receive HOME fundsasdescribed in and documented in accordance with 24 CFR 92.300(e).

(3) A CBDO that does not qualify under paragraph {c)(1} or (2) of this section may also be determined to
qualify as an eligible entity under this section if the recipient demonstirates to the salisfaction of HUD,
through the provision of information regarding the organization's charterand by -laws, that the organization
is sufficiently similar in purpose, function, and scope to those entities qualifying under paragraph (c}{(1) or
{2) of this section,

[60 FR 1944, Jan. §, 1995,as amendedal 71 FR 30035, May 24, 2006
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§570.205 Eligible planning, urban environmental design and policy-
planning-management-capacity building activities.

{a) Planning activities which consist of all costs of data gathering, studies, analysis, and preparation of
plansand the identification of actionsthat will implement such plans, including, bul not limiled to:

(1} Comprehensive plans;

{2} Community development plans;

(3) Functionalplans, in areassuch as:

(i} Housing, including the development of a consolidated plan;
(i} Landuseand urban environmentaldesign;

(iiiy Economic development;

{(iv) Open spaceand recreation;

(v) Energy use and conservation;

(vi) Floodplain and wetlands management in accordance with the requirements of Executive Orders 11988
and 11990,

(vii} Transporiation;

(viii} Utilities; and

(ix) Historic preservation,

{(4) Other plansand studies such as:

(i) Small area and neighborhood plans;
(i) Capitalimprovements programs;

(it} Individual project plans (but excluding engineering and design costs related to a specific activity which
are eligible aspartof the cost of such activity under §§ 570.201-570.,204);

(iv) The reasonable costs of general envirtonmental, urban environmental design and historic preservation
studies; and general environmental assessment- and remediation-oriented planning related to properties
with known or suspected environmental contamination. However, costs necessary to comply with 24 CFR
part 58, including project specific environmental assessnients and clearances for activities eligible for
assistance underthis part, are eligible as pariofthe cost of such activities under§§ 570.201-570.204. Cosls
for such specific assessments and clearances may also be incurred under this paragraph but would then be
considered planning costs for the purposesof § 570.200{(g);

(v) Siraiegies and action programsto implement plans, including the development of codes, ordinances and
regulations;
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{vi) Support of clearinghouse funclions, such as those specified in Executive Order 12372; and

(vii) Analysis of impedimentsto fair housing choice.

(viif} Developing an inventory of properties with known or suspected environmental conlamination .

(5) [Reserved]

(6} Policy—planning—management—capacity building activities which will enablethe recipient to:

(1) Determine its needs;

(2) Set long-term goals and shott-term objectives, including thoserelated to urban environmental design;
{3} Devise programs and activities to meet these goals and objectives;

{4) Evaluate the progress of such programs and actlivities in accomplishing these goals and objectives; and

(5) Canry out management, coordination and monitoring of activities necessary for effective planning
implementation, but excluding the costs necessary to implement such plans.

{53 FR 34439, Sept. 6, 1988, as amended at 56 FR 56127, Oct. 31, 1991; 60 FR 19135, Jan. 5,1995; 71 FR
30035, May 24, 2006]

§570.206 Program administrative costs.

Payment of reasonable administrative costs and carnying charges related to the planning and execution of
community development aclivities assisted in whole or in part with funds provided under this part and,
where applicable, housing aclivities (described in paragraph {g) of this section) covered in the recipient's
housing assistance plan. This does not include staff and overhead costs directly related to carrying out
activities eligible under § 570.201 through § 570.204, since those costs are eligible as part of such
activities.

(a) General management, oversight and coordination. Reasonable costs of overall program management,
coordination, monitoring, and evaluation. Such costs include, bul are not necessarily fimited to, necessary
expenditures for the following:

(1) Saiaries, wages, and related costs of the recipient's staff, the staff of local public agencies, or otherstaff
engaged in program administration. In charging costs to this category the recipient may either inciude the
entire salary, wages, and related costs allocable to the program of each person whose primary
responsibilities with regard to the program involve program administration assignments, or the pro rata
shareof the salary, wages, and related costs of each person whose job includes any program administration
assignments. The recipient may useonly one of these methods during the program year(or the grant period
for grants under subpart F). Program administration includes the following typesof assignments:

(i) Providing local officials and citizens with information aboui the program;
(ii) Preparing program budgets and schedules, and amendments thereto;
(i) Developing systems for assuring compliance with program requirements;

{(iv) Developing interagency agreements and agreements with subrecipients and contractors te carry out
program activities;
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{v) Monitoring program activities for progress and compliance with program requirements;
{vi} Preparing reports and other documentsrelated to the program for submission to HUD;
(vii} Coordinating the resolution of audit and monitoring findings;

{viif) Evaluatingprogram results against stated objectives; and

{(ix) Managing or supervising persons whose primary responsibilities with regard to the program include
such assignmentsas those described in paragraph (8)(1Xi) through (viit} of this section.

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

(3) Administrative services perfonned under third party contracts or agreements, including such services as
general legal services, accountingservices, and audit services; and

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

(b) Public information. The provisions of information and other resources to residents and citizen

organizations patticipating in the planning, implementation, or assessment of activities being assisted with
CDBG funds.

(c) Fair housing activities, Provision of fair housing services designed to further the fair housing objectives
of the Fair Housing Act (42 LLS.C. 3601-20) by making all persons, without regard to race, color, refigion,
sex, national origin, familial status or handicap, aware of the range of housing opportunities available to
them; other fair housing enforcement, education, and oulreach activities; and other activities designed to
further the housing objective of avoiding undue concentrations of assisted persons in areas containing a
high proportion of low and moderateincome persons.

{d) [Reserved]

(&) Indirect costs. Indirect costs may be charged to the CDBG program under a cost allocation plan
prepared in accordance with 2 CFR PART 200 as applicable,

(f) Swbmission of applications for federal programs. Preparation of documents required for submission to
HUD to receive funds under the CDBG and UDAG programs. In addition, CDBG funds may be used to
prepare applications for other Federal programs where the recipient determines that such activities are
necessary or appropriate to achieve its community development objectives.

() Administrative expenses {o facilitate housing, CDBG funds may be used for necessary administrative
expenses in planning or obtaining financing for housing as follows: for entitlement recipients, assistance
authorized by this paragraph is limited to units which are identified in the recipient's HUD approved
housing assistance plan; for HUD-administered small cities recipients, assistance authorized by the
paragraph is limited to facilitating the purchase or occupancy of existing units which are to be occupled by
low and moderate income households, or the construction of rental or owner units where at least 20 percent
ofthe units in each project will be occupied at affordable rents/costs by low and moderatgincome persons,
Examplesofeligible actionsareas follows:

(1) The cost of conducting prefiminary surveys and analysis of market needs;

(2) Site and utility plans, narrative descriptions of the proposed construction, preliminary cost estimaltes,
utban design documentation, and “sketch drawings,” but excluding architectural, englueering, and other
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details ordinarily requited for construction purposes, such as structural, electrical, plumbing, and
mechanical details;

(3) Reasonable costs associated with development of applications for morgage and insured loan
commitments, including commilment fees, and of applications and proposals under ihe Section 8 Housing
Assistance PaymentsProgram pursuant to 24 CFR parts 880-883;

(4) Fees assoclated with processing of applications for mortgage or insured loan commiiments under
programs rcluding those administered by HUD, Farmers Home Administration (FmHA), Federal National
Mortgage Association (FNMA), andthe Government National Morlgage Association (GNMA);

{(5) The cost of issuance and administration of morigage revenue bonds used 1o finance the acquisition,
rehabilitation or construction of housing, but excluding costs associated with the payment or guarantee of
the principal or interest on such bonds; and

{6) Special outrcach activities which result in greater landlord participation in Section 8 Housing
Assistance Payments Program-Existing Housing or similar programs for low and moderate income persons.

(h) Section 17 of the Unifed States Housing Act of 1937, Reasonable costs equivalent {o those described in
paragraphs (a), (b), (e) and {f) of this section for overall program management of the Rental Rehabilitation
and Housing Development programs authorized undersection 17 of the Uniled StatesHousing Act of 1937,
whether or not such activities are otherwise assisted with funds provided under this part,

(i) Whether or not such activilies are otherwise assisted by funds provided under this part, reasonable costs
equivalent lo those described in paragraphs (a), (b), {e), and {f) of this section for overall program
managementof:

(1) A Federally desipnated Empowerment Zone or Enterprise Community; and

(2) The HOME program under tille I of the Cranston-Gonzalez National Affordable Housing Act (42
US.C. 12701 note).

[53 TR 34439, Sept, 6, 1988; 53 FR 41330, Oct, 21, 1988, as amended at 54 FR 37411, Sept. 8, 1989; 60
FR 56912,Nov, 9, 1995; 69 FR 32778, June 10,2004]

§570.207 Ineligible activifies.

The general rule is that any activily that is not authorized under the provisions of §§ 570.201-570.206 is
incligible to be assisted with CDBG funds. This section identifies specific activities that are ineligible and
provides guidance in determining the eligibility of other activities frequently associated with housing and
community development.

(a) The followlng activities may not be assisted with CDBG funds:

(1) Buildings or portions thereof, used for the general conduct of government as defined at § 570.3(d)
cannot be assisted with CDBG funds, This does not include, however, the removal of architectural barriers
under § 570.201(c) involving any such building. Also, where acquisition of real propeity includes an
exisling improvement which is Lo be used in the provision of a building lor the general conduct of
government, the portion of the acquisition cost attributable to the land is eligible, provided such acquisition
meets a nationalobjective deseribed in § 570.208,

(2) General government expenses. Except as otherwise specifically authorized in this subpart or under 2
CFR PART 200expenses requited to carmry out the regular respensibilities of the unit of general local
government are not eligible for assistanceunder this part,
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(3) Political activities. CDBG funds shall not be used to finance the use of {acilities or equipment for
political purposes or to engage in other partisan political activilies, such as candidate forums, voler
transpottation, or voler registration. However, a facility originally assisted with CDBG funds may be used
on an incidental basis to hold political meetings, candidate forums, or voler registration campaigns,
provided that all parties and organizations have access o the {facility on an equal basis, and are assessed
equalrent or use charges, if any,

(b} The following aclivities may not be assisted with CDBG funds unless guthorized under provisions of
§ 570.201 or as otherwise specifically noted hereln or when carried out by an entity under the provisions of
§ 570.204.

(1) Purchase of equipment. The purchase of'equipment with CDBG fundsis generally ineligible,

{iy Construction equipment. The purchase of construction equipment is ineligible, but compensation for the
use of such equipment through leasing, depreciation, or use aflowances pursuant to 2 CFR PART 200 as
applicable for an otherwise eligible aclivily is an eligible use of CDBG funds. However, the purchase of
construction equipment for use aspartof a solid waste disposal facility is eligible under § 570.201(c).

(ily Fire protection equipnent. Fire protection equipment is considered for this purpose to be an integral
partof a public facility and thus, purchaseofsuch equipment would be eligible under§ 570.201(c).

(ili) Furnishings and personal property. The purchase of equipment, fixtures, motor vehicles, furnishings,
or other personal property not an integral structural fixture is generally ineligible. CDBG funds may be
used, however, to purchase or {o pay depreciation or use allowances (in aceordance with 2 CFR PART 200
as applicable) for such ilems when necessary for use by a recipient or its subrecipients in the administration
of activities assisted with CDBG funds, or when eligible as firefighting equipment, or when such items
constitute all or partof a public service pursuantto § 570.201(e).

(2) Operating and maintenance expenses. The general rule is that any expense associated with repaiting,
operating or maintaining public facilities, improvements and services is ineligible. Specific exceptions to
this general rule are operating and maintenance expenses associated with public service activities, interim
assistance, and office space for program staff employed in carrying out the CDBG program. For example,
the use of CDBG funds lo pay the allocable costs of operating and maintaining a facility used in providing
a public service would be eligible under § 570.201(e), even if no other costs of providing such a service are
assisted with such funds, Examplesofineligible operating and maintenance expensesare:

(i) Maintenance and repair of publicly owned streets, patks, playgrounds, water and sewer facililies,
neighborhood facilities, senior centers, centers for persons with a disabilities, parking and other public
facilities and improvements. Examples of maintenance and repairactivities for which CDBG funds may not
be used include the filling of pot holes in streets, repairing of cracks in sidewalks, the mowing of
recreationalareas, and the replacement of expended street light bulbs; and

(i) Payment of salaries for staff, utility costs and similar expenses necessary for the operation of public
works and facilities.

(3) New housing construction. For the purpose of this paragraph, activities in support of the developmeniof
low or moderate income housing including clearance, site assemblage, provision of site improvements and
provision of public improvements and certain housing pre-construction costs set forth in § 570.206(g), are
not considered as activities to subsidize or assist new residential construction, CDBG funds may not be
used for the construction of new permanent residential structures or for any program to subsidize or assist
such new construction, except:

(i) As provided under the last resort housing provisions set forth in 24 CFR pait42;

{ii) As authorized under§ 570.201{m}or (1n);
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(i) When carried out by anentity pursuantto § 570.204(a);

&) Icome paymenis, The general rule is that CDBG funds may not be used for income payments. For
purposes of the CDBG program, “income payments™ means a series of subsistence -type prant payments
made to an individual or family for lems such as {ood, clothing, housing (rent or mortpage), or ut ilities, but
excludes emergency grant payments made overa period of up to three consecutive months to the provider
of such items or services on behalfofan individual or family.

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct, 21, 1988, as amended at 60 FR 1945, Jan. 5, 1995; 60 TR
56912,Nov. 9, 1995; 65 FR 70215,Nov, 21, 2000]

§570.208 Criteria for national objectives.

The following criteria shall be used lo determine whether a CDBG-assisted activity complies with one or
more ofthe nationalobjectives asrequired under§ 570.200{)(2):

(a) Activities benefiting low- and moderate-income persons. Activities meeting the criteria in paragraph (a)
(1) (2), (3), or (4) of this section as applicable, will be considered to benefit low and moderate income
persons unless there is substantialevidence {o the contrary. In assessing any such evidence, the full range of
direct effects of the assisted activity will be considered. (The recipient shall appropriately ensure that
activities that meet these criteria do not benefit moderate income persons to the exclusion of low income
persons,)

(1) drea benefir activities. () An activily, the benefits of which are available to all the residents in a
parlicular area, where at least 31 percent of the residents are low and moderate income persons. Such an
area need not be coterminous with census tracts or other officially recognized boundaries but must be the
entire area served by the activity. An activity that serves an area that is not primarily residential in character
shall not qualify under this criterion.

(iiy For metropolitan citics and wban counties, an activity that would otherwise qualify under
§ 570.208(a)(1)D), except that the area served contains less than 51 percent low- and moderate-income
residents, will also be considered to meet the objective of benefiting low- and moderate-income persons
where the proportion of such persons in the area is within the highest quartile of all areas in the recipient's
jurisdiction in terms of the degree of concentration of such persons. This exception is inapplicable to non-
entitlement CDBG grants in Hawaii. In applying this exception, HUD will determine the lowest propostion
a recipient may use {o qualify an area forthis purpose, as follows:

(A) All census block groups in the recipient's jurisdiction shall be rank ordered from the block group of
highest proportion of low and modetate income persons to the block group with the lowest, For urban
counties, the rank ordering shall cover the entire area constituting the wban county and shall not be done
separately foreach participating unit of general local government.

(B) In any case where the total number of a recipient’s block groups does not divide evenly by four, the
block group which would be fractionally divided between the highest and second quartiles shall be
considered to be partof the highest quartile.

(C) The proportion of low and moderate income persons in the last census block group in the highest
quattile shall be identified. Any service area located within the recipient's jurisdiction and having a
proportion of low and moderate income persons at or above this level shall be considered to be within the
highest quartile.

(D) If block group dala are not available for the entire jutisdiction, other daia acceptable to the Secretary
may beused in theabove caleulations.
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(ifi) An activily to develop, establish, and operate forup to two years after the establishment of, a uniform
emergency telephone numbersystem serving an area having less than the percentage of low- and moderate-
income residents required under paragraph (a)(1)i) of this section or {as applicable) paragraph (a)}(1)(i) of
this sectlon, provided the recipient oblains prior ITUD approval. To obtain such approval, the recipient
must:

{A) Demonstrate that the system will contribute significantly to the safety of the vesidents of the area, The
request for approval musl include a list of the emergency services that will participate in the emergency
telephonenumbersystem;

(B) Submit information that serves as a basis for HUD to delermine whether at least 51 percent of the use
of the system will be by low- and moderate-income persons. As available, the recipient must provide
informaftion that identifies the total number of cails actualily received over the preceding 12-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 nearly as possible in terms of census tracts, block
numbering areas, block groups, or combinations thereof that are contained within the segment) of the
service area from which the calls were generated, In analyzing this data to meet the requirements of this
section, HUD will assume that the disiribution of income among the callers generally reflects the income
characteristics of the general population residing in the same geographic area where the calless reside. I
BUD canconelude that the users have primarily consisted of low- and moderate-income persens, no further
submission is needed by the recipient. If a recipient plans to make other submissions for this puipose, it
may request that HUD review its planned methodology before expending the effort to acquire the
information it expectsto use to make its case;

(C) Demonstrate that other Federal funds received by the recipient are insufficient or unavailable for a
uniform emergency telephone number system. For this purpose, the recipient must submit a statement
explaining whether the lack of funds is due to the insufficiency of the amount of the available funds,
restrictions on the use of such funds, or the prior commitment of funds by the recipient for other purposes;
and

(D) Demonstrate that 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, For this
purpose, the recipient must include a description of the boundaries of the service area of the emergency
telephone number system, the census divisions that fall within the boundaries of the service area {census
tracts or block numbering areas), the total number of persons and the total number of low- and moderate-
income persons within each census division, the percentage of low- and moderate-income persons within
the service area,and the totalcost of the system,

{iv) An activity for which the assistance to a public improvement that provides benefits to all the residents
of an area is limited to paying specia} assessments (as defined in § 570.200(c)) levied apainst residential
properties owned and cccupied by persons of low and moderate income.

{v) For purposes of determining qualification under this ¢riterion, activities of the same type that serve
differentareaswill be considered separately on the basis of their individua | service area.

(vi) In determining whether there is a sufficlently large percentage of low- and moderate-income persons
residing in the area served by an activity to qualify under paragraph (a)(1) (i), (i), or (vii) of this section,
the most recently available decennial census information must be used to the fullest extent feasible,
together with the section 8 income limits that would have applied at the time the income information was
collected by the Census Bureau. Recipients that believe that the census data doesnotreflect current relative
income levels in an area, or where census boundaries do not coincide sufficiently well with the service area
of an activity, may conduct {or have conducted) a current survey of the residents of the area to determine
the percent of such persons that are low and moderate income. HUD will accepl information obtained
through such surveys, to be used in lieu of the decennial census data, where it determines that the survey
was conducted in such a mannerthat the results meet standards of statisticalreliability thatarecomparable
to that of the decennial census data for areas of similar size. Where there is substantial evidence that
provides a clear basis to believe that the use of the decennial census data would substantially overstate the
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proportion of persons residing Lhere that are low and moderate income, HUD may require that the recipient
rebut such evidence in order {o demonstrate compliznce with section 105(c}2) of the Act,

(vii} Activities meeting the requirements of paragraph (d)(5)(i) of this section may be considered o qualify
under this paragraph, provided that the area covered by the strategy is either a Federally -designated
Empowerment Zone or Enterprise Community or primarily residential and contains a percentage of low-
and moderale-income residentsthatis no less than the percentage computed by HUD pursuant to paragraph
(a)(1)ii) of this section or 70 percent, whichever is less, but in no event less than 51 percent. Activities
meeting the requirements of paragraph (d)(6)(i} of this section may also be considered to qualify under
paragraph (a 1) of this section,

(2} Limited clienfele activities. (i) An activity which benefits a limited ciientele, at least 51 percent of
whom are low- or moderate-income persons. (The folfowing kinds of activities may not qualify under
paragraph (a}2)of this section: activities, the benefits of which areavailable to all the residents ofanarea;
activities involving the acquisition, construction or rehabilitation of property for housing; or activities
where the benefit to low- and moderate-income persons to be considered is the creation or retention of jobs,
exceplas provided in paragraph (8 }2)(iv) of this section.) To qualify under paragraph (a)}{2) of this section,
the activity must meet one of the following tests:

(A) Benefit & clientele who are generally presumed to be principally low and moderate income petsons.
Activities that exclusively serve a group of persons in any one ora combination of the following categories
may be presumed o benefit persons, 51 percent of whom are low- and moderate-income: abused children,
battered spouses, elderly persons, adulls meeting the Bureau of the Census' Current Populaiion Reports
definition of “severely disabled,” homeless persons, illiterate adults, persons living with AIDS, and migrant
farm workers; or

{B) Require information on family size and income so that it is evident that at least 51 percent of the
clientele are persons whose family income does not exceed the low and moderate income limit; or

(C) Have income eligibility requirentents which limit the aclivity exclusively to low and moderate income
persons; or

(D) Be of such nature and be in such location that it may be concluded that the activity's clientele will
primatily be low and moderate income persons.

(i) An activity that serves to remove material or architectural barriers to the mobility or accessibility of
clderly persons or of aduits meeting the Bureau of the Census' Current Population Reports definilion of
“severely disabled” will be presumed to qualify under this criterion if it is restricted, to the extent
practicable, to the removalofsuch barriers by assisting:

(A) The reconstruction of a public facility or improvement, or pottion thereof, that does not qualify under
paragraph (a)(I) ol this section;

(B} The rehabllitation of a privately owned nonresidential building or improvement that does not qualify
under paragraph (a)(1)or (4) of this section; 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 paragraph (a)}(3)of this section.

(i) A microenterprise assistance activity carried out in accordance with the provisions of § 570.201{(c)
with respect to those owners of microenterprises and persons developing microenterprises assisted under
the activity during each program year who are low- and moderate-income persons. For purposes of (his
paragraph, persons delermined to be low and moderate incomemay be presumed to continueto qualify as
such forupto a three-year period.
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(iv) An activity designed to provide job (raining and placement and/or other employment support services,
including, but not Hmited lo, peer support programs, counseling, child care, transportation, and other
similar services, in which the percentage of low- and moderate-income persons assisted is less than 51
percent may qualify underthis paragraph in the following Hinited circumstance:

{A) In such cases where such training or provision of supportive services assists business{es), the only use
of CDBG assistance forthe project is to provide the job training and/or supportive services; and

(B) The proportion of the totalcost of the project borne by CDBG fundsis no greater than the proportion of
the tolalnumberof persons assisted who are low or moderate income.

(3) Housing activities. An eligible activity carded out for the purpose of providing or improving permanent
residential structures which, upon completion, will be occupied by low- and moderale-income households.
This would include, but not necessarily be limited to, the acquisition or rehabilitation of property by the
recipient, a subrecipient, a developer, an individual homebuyer, or an individual homeowner; conversion of
nonresidential 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 occupled. Where 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
management, the grouped buildings may be considered {or this purpose as a single slruciure. Where
housing activities being assisted meet the requirements of paragraph § 570.208 (d)(S)(i) or (d)6)(it) of this
seclion, all such housing may also be considered for this purpose as a single structure. For rental housing,
occuipancy by low and moderate income households must be at affordable rents to qualify under this
criterion. The recipient shali adopt and make public its standards for determining “affordable rents” forthis
purpose. The following shall also qualify underthis eritetion:

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

(A) The assistance is for an eligible activity 1o reduce the development cost of the new construction of a
mullifamily, non-elderly rental housing project;

{B) Not less than 20 percent of the units will be occupied by low and moderate income households at
affordablerents; and

{C) The proportion of the totalcost of developing the project to be borne by CDBG fundsis no grealer than
the proportion of unils in the project that will be occupied by low and moderate income households,

(i) When CDBG funds are used to assist rehabilitation eligible under § $70.202(b)(9) or {10) in direct
suppotrt of therecipient's RentalRehabilitation program authorized under24 CFR part 511, such fundsshall
be considered to benefit fow and moderate income petsons where not fess than 51 percent of the units
assisted, ot to be assisted, by the recipfent's Rental Rehabilitation program overall are for low and moderate
income persons.

(iii) When CDBG funds are used for housing services eligible under § 570.201(k), such funds shall be
considered to benefil low- and moderate-income persons if the housing units for which the services are
provided are [HOME-assisted and therequirements at 24 CFR 92.252 or 92.254 are met.

(4) Job creation or retention activities. An activity designed to create or retain permanent jobs where at
least 51 percent of the jobs, computed on a full time equiva lent basis, mvolve the employment of low-and
moderate-income persons, To qualify under this paragraph, the activity must meet the following criteria;

(i) For an activity that creates jobs, the recipient must document that at least 51 percent of the jobs will be
held by, or will be availableto,iow- and moderate-income persons,
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(i) For an activity that relains jobs, the recipient must document that the jobs would actually be lost
without the CDBG assistance and that either or both of the following conditions apply with respect to at
least 51 percent of the jobs at thetime the CDBG assistance is provided:

{A) The jobis knownto be held by & low- or moderate-income person; or

(B) The job can reasonably be expected to lurn over within the following two years and that steps will be
taken to ensure that it will be filled by, or made available to, a low- or moderate-income person upon
turnover,

{iit) Jobs that are not held or filled by a low- or moderate-income persen may be considered 1o be available
to low- and moderate-income persons for these purposes only i}

(A) Special skills that can only be acquired 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 unqua lfied persons
and provide training; and

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

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

(A) He/sheresides within a census iract (or block numbeting area)that either
( 7 ) Meetsthe requirements of paragraph (a}4)}(v)of this section; or
{ 2 ) Hasatleast 70 percent of its residents whe are low- and moderate-income persons; or

(B) The assisted business is located within a census tract (or block numbering area) that meets the
requirements of paragraph (a)(4)(v) of this section and the job under consideration is to be located within
thatcensustract.

{v) A census tract (or block numbering area) qualifies for the presumptions permitted under paragraphs
(A)()IvICAX /) and (B) of this section if it is either part of a Federally-designated Empowerment Zone or
Enterprise Community or meetsthe following criteria:

(A) It has a poverly rale of at least 20 pesrcent as determined by the most recently available decennial
census information;

(B) It does not inciude any portion of a centraf 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 available decennialcensus information; and

(C) It evidences pervasive poverly and general distress by meeting at feast one of the following standards;
( /) Al block groups in the census tract have poverty ratesof at least 20 percent;

( 2 ) The specific activity being undertaken is located in a block group that has a poverty rate of at least 20
percent; or

( 3 ) Upon the written request of the recipient, HUD determines that the census tract exhibits other
objectively determinable signs of pgeneral distress such as high incidence of crime, narcolics use,
homelessness, abandoned housing, and deteriorated infrastructure or substantial population decline.
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(vi) As a general rule, each assisted business shall be considered 1o be a separate activity for purposes of
determining whether the activily qualifies under (his paragraph,except:

(A) In certain cases such as where CDBG funds are used to acquire, develop or improve a real property
(e.g., & business incubator or an industrial park) the requiremen{ may be met by measuring jobs in the
aggregate for all the businesses which locate on the property, provided such businesses are not otherwise
assisted by CDBG funds,

(B) Where CDBG funds are used to pay for the staff and overhead costs of an entily making loans to
businesses exclusively from non-CDBG funds, this requirement may be met by agpgregating the jobs
crealed by all of the businesses recelving loansduring each program year,

(C) Where CDBG [unds are used by a recipient or subrecipient to provide technical assistance to
businesses, this requirement may be met by aggregating the jobscreated or retained by all ofthe businesses
receiving technical assistance during each program year,

(D) Where CDBG funds are used for actlivities meeting the criteria listed at § 570.209(b)Y2)v), this
requirement may be met by aggregating the jobs created or refained by all businesses for which CDBG
assistance is obligated for such aclivities during the program year, exceptas provided at paragraph (d)7) of
this section.

(E) Where CDBG fundsareused by a Community Developmeni Financial Institution to camry out activities
for the purposeof creating or retaining jobs, this requitement may be met by apgregating the jobs created or
retained by all businesses for which CDBG assistance is obligated for such activities during the program
year, except as provided at paragraph (d)(7) of this section.

(F) Where CDBG funds are used for public facilities or improvements which will resull in the creation or
retention of jobs by more than one business, this requirement may be met by aggregating the jobscreated or
retained by all such businesses as a result of the pubiic facilily or improvement.

( / ) Where the public facility or improvement is undertaken principally for the benefit of one or more
particular 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
facility/improvement is less than $10,000 per permanent full-time equivalent job to be created or relained
by those businesses,

{ 2 ) In any case where the cost per job to be created or retained (as determined under paragraph
{a)(viEY 1 ) of this section) is $10,000 or more, the requirement must be met by aggregating the jobs
created or retained as a result of the public facility or improvement 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 Facility/improvement between thedate the
recipient identifies the activity in its action plan under part 91 of this title and the date one year afterthe
physical completion of the facility/improvement. In addition, the assisted activity must comply with the
public benefit standards at § 570.209(b).

(b) Activities which aid in the prevention or elimination of sfums or blight. Activities meeting one or more
of the following criteria, in the absence of substantial evidence {o the contrary, will be considered to aid in
the prevention or elimination of slums or blight:

(1) Aetivities ro address slums or blight on an area basis, An activity will be considered to address
preventionor elimination of slums or blight in anarea if:

(i) The area, delineated by the recipient, meets a definilion of a slum, blighted, deteriorated or deteriorating
area underState or local law;
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(iiy The area also meels the conditions in either paragraph (A) or (B):

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

( /) Physical deteriovation of buildings or improvements;
{ 2) Abandonment of propertiies;

{ 3 ) Chronic high occupancy turnover rales or chronic high vacancy rates in commercial or industrial
buildings;

(4 ) Significant declines in property values or abnormally low property values relative to otherareas in the
community; or

( 5) Known or suspected environmental contamination.
(B) The public improvementsthroughoutthearea arein a general state of deterioration,

(i) Pocumentation is to be maintained by the recipient on the boundaries of the area and the conditions
and standards used that qualified the area at the time of its designation. The recipient shall establish
definitions of the conditions listed at § 570.208(b)}1)(iD(A), and maintain records to substantiate how the
area met the slums or blighted criterla, The desighation of an area asslum or blighted under this section is
required to be re-determined every 10 years for continued qualification. Documentation must be retained
pursuant to the recordkeeping requirements contained at § 570.506 (b)8)(ii).

(iv) The assisted aclivily addresses one or more of the conditions which contributed to the deterioration of
the area. Rehabililation of residential buildings caried out in an area meeting the above requirements will
be considered to address the area’s deterforation only where each such building rehabililated is considered
substandard under locaidefinition before rehabilitation, and all deficiencies makinga building substandard
have been eliminated if less critical work on the building is underfaken. At a minimum, the local definition
for this purpose must be such that buildings that it would render substandard would also fail to meet the
housing quality standards for the Section § Housing Assistance Payments Program -Existing Houslng (24
CFR 882.109).

(2) Aetivities (o address slums or blight on a spet basis, The following activilies may be undertaken on a
spot basis to eliminale specific conditions of blight, physical decay, or enviconmental contamination that
are not located in a slum or blighled area: acquisition; clearance; relocation; historic preservation;
remediation of environmentally contaminated properties; or rehabilitation of buildings or improvements.
However, rehabilitation must be limited to eliminating those conditions that are detrimentalto public health
and safety. If acquisition or refocation 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 environmentalcontamination.

(3) detivities fo address shims or blight In an urban renewal area. An activity will be considered to address
prevention or elimination of stums or blight in an urban renewal area if the activity is:

(i) Located within an urtban renewal project area or Neighborhood Development Program (NDP) action
area; i.e., an area in which funded activities were authorized under an urban renewal Loan and Grant
Agreement oranannualNDP Funding Agreement, pursuanttotitle I of the Housing Act 0 1949; and

(i) Necessary lo complete the urban renewal plan, as then in effect, including initial land redevelopment
permitted by the plan.
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NOTE: Despite the restrictions in {b) {1) and (2) of this section, any rehabilitation activily which benefits
low and moderate income persons pursuant to paragraph (a)(3) of this section can be undertaken without
regard to the area in which it is located or the extent or nature of rehabilitation assisted,

(e} Aetivities designed to meef community development needs having a particular urgency. In the absence
of substantial evidence to the conirary, an activity will be considered to address this objective if the
recipient certifies that the activity is designed to alleviate existing conditions which pose a serious and
immediate threat to the health or welfare of the community which are of recent origin or which recently
became urgent, thai the recipient is unable to finance the activity on lts own, and thai other sources of
funding are not available. A condition will gencrally be considered {o be of recent origin if it developed or
became critical within 18 months preceding the certification by the recipient.

(d) Additional criteria. (1) Where the assisted activity is acquisition of real property, a preliminary
determination of whether the activily addresses a nationalobjectivemay bebased on the planned useof the
properly afler acquisition. A final deletmination shall be based on the actual use of the property, excluding
any short-term, temporary use. Where the acquisition is for the purpose of clearance which will eliminate
specific conditions of blight or physical decay, the clearance activity shall be considered the actual use of
the property. However, any subsequent use or disposition of the cleared property shall be treated as a
“change ofuse"” under§ 570.505.

(2) Where the assisted activity is relocation assistance thatl the recipient is required o provide, such
relocation assistance shall be considered {o address the same national objective as is addressed by the
displacing activity. Where the relocation assistanceis voluntary on the part of the granlee the recipient may
qualify the assistance either on the basis of the nationalobjective addressed by the displacing activity or on
the basis that the recipients of the relocation assistance are low and modesate income persons.

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

(4) CDBG funds expended for planning and administrative costs under § 570.205 and § 570.206 will be
considered fo address the nationalobjectives.

(5} Where the grantee has clected to prepare an area revitalization strategy pursuant to the authority of
§ 91.215(e) of this title and HUD has approved the strategy, the grantee may also elect the following
options:

(i) Activities undertaken pursuani to the stralegy for the purpose of creating or retaining jobs may, at the
option of the grantee, be considered to meet the requirements of this paragraph under the criteria at
paragraph (a)(1)(vii) of this section in lieu ofthe criteria at paragraph (a)(4)ofthis section; and

(i) All housing activities in the area for which, pursvant to the strategy, CDBG assistance is obligated
during the program year may be considered to be a single structure for purposes of applying the criteria at
paragraph (a)(3)of this section.

(6) Where CDBG-assisted activities are carrded out by a Community Development Financial Institution
whose charter Himits its investment area to a primarily residential area consisting of at least 51 percent low-
and moderate-income persons, the grantee may also elect the following options:

(i) Activities carried oul by the Community Development Financial Institution for the purpose of creating
or relaining jobs may, at the option of the grantee, be considered to meet the requirements of this paragraph
under the criteria al paragraph (a)(1)}vii) of this section in lieu of the ctiteria at paragraph (a)(4) of this
seclion; and
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(i) All housing activities for which the Communily Development Financial Institution obligates CDBG
assistance during the program year may be considered Lo be a single structlure for purposes of applying the
criteria at paragraph (a)(3)of this section.

(7) Where an activity meeting the criteria at § 570.209(b}2)(v) may also meet the requirements of eilher
paragraph (d)(5)() or (d)(6)(i) of this seclion, the grantee may elect to qualify the aclivity under eilher the
area benefil criterfa at paragraph (a)(1)}vii) of this section or the job aggregation crileria at paragraph
(a)()(vi)D) of this section, but not both, Where an activity may meet the job aggregation criteria at both
paragraphs (@)4)(vi)(D) and (E) of this section, the grantee may elect to qualify the activity under either
criterion, but not both.

[53 FR 34439, Sepl. 6, 1988; 53 FR 41330, Oct. 21, 1988, as amended at 60 FR 1945, Jan. §, 1995; 60 FR
17445, Apr. 6, 1995; 60 FR 56912, Nov, 9, 1995; 61 FR 18674, Apr. 29, 1996; 71 FR 30035, May 24,
2006 72 FR 46370, Aug, 17,2007]

§570.209 Guidelines for evaluating and selecting economic development
projects.

The following guidelines are provided (o assist the recipient to evaluate and select activities to be cartied
out for cconomic development purposes. Specifically, these guidelines are applicable to activities that are
eligible for CDBG assistance under § 570.203. These guidelines also apply 1o activities camied out under
the authority of § 570.204 that would otherwise be eligible under§ 570.203,were il not for the invelvement
of a Community-Based Development Organization (CBDO). (This would include activities where a CBDO
makes loans to for-profit businesses.) These guidelines are composed of two components; guidelines for
evaluating project costs and financial requirements; and standards for evaluating public benefit, The
standards for evaluating public benefit are mandatory, but the guidelines for evalvating projecis costs and
financialrequirements are not,

(a) Guidelines and objectives forevaluating project costs and financial requirements. HUD hasdeveloped
guidelines that are designed to provide the recipient with a framework for financially underwriling and
selecting CDBG-assisted economic development projects which are financiaily viable and will make the
most effective use of the CDBG funds. These guidelines, also referred to as the underwriting guidelines, are
published as appendix A 1o this part. The use of the underwriling guidelines published by HUD is not
mandatory, However, grantees electing not to use these guidelines would be expected to conduct basic
financial underwriting ptior to the provision of CDBG financial assistance to a for-profit business. Where
appropriate, HUD's underwriting guidelines recognize that different levels of review are appropriate to take
into account differencesin the size and scope of a proposed project, and in the case of a microenterprise or
other small business to take into accounf the differences in the capacity and level of sophisiication among
businesses of differing sizes. Recipients are encouraged, when they develop their own programs and
undenwriting criteria, to also take these factoss into account. The objectives of the underwriting guidelines
are to ensure:

(1) That project costs are reasonable;

(2) Thatall sources of project financing are committed;

(3) That to the exten! practicable, CDBG fundsare not substituted for non-Federal financial suppont;
(4} That the project is financially feasible;

(5) That to the extient practicable, the return on the owner’s equity investment wili not be unreasonably
high; and

(6) That to the extent practicable, CDBG funds are disbursed on a pro rata basis with other finances
provided to the project.
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(b)Y Standards for evaluating public benefit. The prantee is responsible for making sure that at least a
minimum level of public benefit is obtained from the expenditure of CDBG funds under the categories of’
eligibility governed by these guidelines, The standards set forth below identify the types of public benefit
that will be recognized for this purpose and the minimum level of each thal must be oblained for the
amouni of CDBG funds used, Unlike the guidelines for project costs and financial requirements covered
under paragraph (a)of this section, the use of the standards for public benefit is mandatory. Ceitain public
facilities and improvements eligible under § 370.201(c) of the reguiations, which are undertaken for
economic development purposes, are also subject to these standards, asspecified in § 570.208()(4)vi{F)(
2},

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

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

(if) Provide goods or services to residents of an area, such hat the number of low- and moderate-income
persons residing in the areas served by the assisted businesses amounts to at least one low- and moderate-
income person per $3500f CDBG fundsused.

(2) Applying the aggregate standards. (i) A metropolitan city, an urban county, a non-entitlement CDBG
grantee in Hawail, or an Insular Avea shall apply the aggregate standards under paragraph (b)(1) of this
section lo all appHeable activities for which CDBG funds are first obligated within each single CDBG
program year, without regard Lo the source year of the funds used for the activities. For Insular Areas, the
preceding sentence applies to grants received in program years after Fiscal Year 2004, A grantee under the
HUD-administered Small Cities Program, or Insular Areas CDBG prants prior to Fiscal Year 20035, shall
apply the aggregate standards under paragraph (b)(1) of this section to all funds obligated for applicable
activities from a given grant; program income obligated for applicable activities will, for these purposes, be
apgregated with the most recent open grant. Forany fime period in which a community has no open HUD-
administered or Insular Areas grants, the aggregate standards shali be applied to al applicable activities for
which program income is obligated during that period.

(ii) The grantee shall apply the aggregate standards to the numberof 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 activities.

(iif) Where an activity is expected both to create orretain 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 activily is limited to job training and placement and/or other
employment supporl services, the jobs assisted with CDBG funds shall be considered to be created or
retained jobs for the purposes of applying the aggregate standards,

(v) Any aclivity subject {o these guidelines which meets one or more of the following criteria may, at the
grantee's option, be excluded from theaggregate standards described in paragraph (b)(1) of this section:

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

{ 1) Jobs Training Partnership Act (JTPA);
( 2) Jobs Opportunities tor Basic Skills (JOBS); or

{ 3) Aid to Families with Dependent Children (AFDCY),
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(B) Provides jobs predominantly forresidents of Public and Indian Housing unils;
{C) Provides jobs predominantly forhomeless persons;

(D) Provides jobs predominantly for low-skilled, low- and moderate-income persons, where the business
agrees {o provide clear opportunities for promotion and economic advancement, such as through the
provision of training;

(E) Provides jobs predominantly for persons residing within a census {ract (or block numbering area) that
hasat least 20 percent of ils residents who arein poveny;

(F) Provides assistance o business(es) that operate(s} within a census tract (or block numbering area) that
hasatleast 20 percent of its residents who arein poveiy;

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

(I1) Provides assistance fo a Community Development Financial Institution that serve an area that is
predominantly low- and moderate-income persons;

{I) Provides assistanceto a Community -Based Development Organization serving a neighborhood that has
atleast 70 percent of'ils residents who are low- and moderate-income;

() Provides employment opportunities that are an integral component of a project designed to promote
spatialdeconcentration of low- and moderate-incomeand minority persons;

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

(L) Provides services to the residents of an area pursuant to a strategy approved by HUD under the
provisions of § 91.215(e) of this title;

(M) Creates or retains jobs through businesses assisted in an area pursuant to a strategy approved by HUD
under the provisions of § 91.215(e) of this title.

(N) Directly involves the economic development or redevelopment of environmentally contaminated
properties.

(3) Standards for individual activities. Any activity subject io these guidelines which falls into one or more
of the following categories will be considered by HUD to provide insufficient public benefit, and therefore
may underno circumstances be assisted with CDBG funds:

(i) The amount of CDBG assistance exceeds either of the following, asapplicable:

{A) 850,000 per full-time equivalent, permanent job created orretained; or

(B) $1,000 per low- and moderate-income person lo which goods or services are provided by the activity.
(ii) The activity consists of or includes any ofthe following:

{A) General promotion of the community as a whole (as opposed to the promotlon of specific areas and
progiaimsy;

(B) Assistance to professional sports teams;

56




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

(D) Acquisition of land for which the specific proposed use hasnot yet been identified; and

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

(4) dpplving the individual activity standards. (i) Where an activity is expected both to create or retain jobs
and to provide goods or setvices to residents of an area, it will be disqualified only if the amount of CDBG
assistance exceeds both of the amounts in paragraph (b)(3)(i) of this section,

{ii) The individua! activity standards in paragraph (b)(3)(i) of this section shall be applied to the number of
jobs to be created or retained, or {o the number of persons residing in the area served (as applicable), as
determined at the time fundsare obligaled to activities.

(i) Where CDBG assistance for an actlivily is limited to job training and placement and/or other
employment support services, the jobs assisted with CDBG funds shall be considered {o be created or
relained jobs for the purposes of applying the individual activity standards in paragraph (b)3)(i) of this
sectlion.

(c) Amendments to economic development projects after review delerminations. 1f, after the grantee enters
into a contract to provide assistance to a project, the scope or financial elements of the project changeto the
extent that a significant contract amendment is appropriate, the project should be reevaluated under these
and the recipient's guidelines. (This would include, for example, situations where the business requests a
change in the amount or terms of assistance being provided, or an extension fo the loan payment period
required in the contract.) If a reevaluation of the project indicates that the financial elements and public
henefit to be derived have also substantially changed, then the recipient should make appropriate
adjustmentsin theamount, type, terms or conditions of CDBG assislance which hasbeen offered, to reflect
the impact of the substantial change. (For example, if a change in the project elements resulls in a
substantialreduction of the totalproject costs, it may beappropriate forthe recipient to reduce the amount
of total CDBG assistance.) If the amouni of CDBG assistance provided to the project is increased, the
amended project must still comply with the public benefit standardsunderparagraph (b)of this section.

(d} Documentation. The grantee must maintain sufficient 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 the grantee’s aclual results show a pattern of substantial variation from
anlicipated results, the grantee is expecied to take all actions reasonably within its conirol to improve the
accuracy of its projections, If the actual results demonstrate that the recipient has failed the public benefit
standards, HUD may require the recipient to meet more stringent standardsin future yearsas appropriate,

[60 FR 1947, Jan, 5,1995, as amended at 60 FR 17445, Apr. 6, 1995; 71 FR 30035, May 24, 2006; 72 FR
12535,Mar. 15,2007; 72 FR 46370, Aug. 17,2007]

§ 570.210 Prohibition on use of assistance for employment relocation
activities.

(a) Prohibition. CDBG funds may not be used to directly assist a business, including a business expansion,
in the relocation of a plant, facility, or operation {rom one LMA to another LMA if the relocation is likely
to result in a significant loss of jobsin the LMA from which the relocation occurs.

(b} Definitions. The following definitions apply to this section:
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(1) Directly assist. Directly assist meansthe provision of CDBG funds for activities pursuant to:
(1) § 570.203(b); or

(i) §§ 570.201(a)-(d), 570.201(1), 570.203(a), or § 570.204 when the grantee, subrecipient, or, in the case
ol an activily carried oul pursuanl to § 570.264, a Communily Based Development Organizalion (CDBO)
etlers into an agreement with a business to undertake one or more of these activities as a condition of the
business relocating a facility, plant, or operation o the grantee's LMA, Provision of public facilifies 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 business that is the
subject of an agreement with the specific assisted business, :

(2) Labor market area (LMA). For metropolitan areas, an LMA is an area defined as such by the BLS, An
LMA is an economically integrated geographic area within which individuals can live and find
employment within a reasonable distance or can readily change employment without changing their place
of residence. In addition, LMAs are non-ovetlapping and geographically exhaustive. For metropolitan
areas, granlees must use employment data, as defined by the BLS, for the LMA in which the affected
business is currently located and from which current jobs may be lost. For non-metropolitan arecas,an LMA
is either ar avea defined by the BLS as an LMA, or a state may choose Lo combine non-metropolitan
LMAs. States are required to define or reaffirm prior definitions of their LM As on an annual basis and
retain records to substantiate such areas prior to any business relocation that would be impacted by this
rule. Metropolitan LMAs cannel be combined, nor can a non-metropolitan EMA be combined with a
metropolitan LMA. For the HUD-administered Small Cities Program, each of the three participating
counties in Hawaii will be considered fo be its own LMA. Recipients of Fiscal Year 1999 Small Cities
Program funding in New York will follow the requirements for State CDBG recipients.

(3} Operation. A business operation includes, bul is not limited to, any equipment, employment
opportunity, production capacity ot product line of the business,

(4} Significant loss of jobs. (i) A loss of jobs is significant ift The number of jobs to be lost in the LMA in
which the affected business is cumrently located is equal to or greater than one-tenth of one percent of the
total number of persons 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 constitute a significant loss of
jobs.

(i} A job is considered to be lost due to the provision of CDBG assistance if the job is relocated within
three years of the provision of assistance to the business; or the time period within which jobs are to be
created asspecified by the agreement between the business and therecipient if it is longer than three years.

(c) Written agreement. Before ditectly assisting a business with CDBG funds, the recipient, subrecipient, or
a CDBO (in the case of an activity carried out pursuant to § 570.204) shall sign a written agreement with
the assisted business. The written agreement shall include:

(1) Statement, A statement from the assisted business as to whether the assisted activity will result in the
relocation of eny industsial or commetcialplant, facility, or operation from one LMA to another, and,if so,
the numberof jobs that will be relocated from each LMA;

(2) Required information. 1f the assistance will not resull in a relocation covered by this section, a
certification from the assisted business that neither it, norany of its subsidiaries, has plans to relocate jobs
at the time theagreement is signed thatwould result in a significant job loss as defined in this rule; and

(3) Reimbursement of assistance. The agreement shall provide for reimbursement of any assistance
provided (o, or expended on behalf of, the business in the event that assistance results in a relocation

prohibited under this section.

(d) Assistance not covered by this section. This section doesnot apply to:
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(1) Relocation assisiance. Relocation assistance required by the Uniform Assistance and Real Property
Acquisition Policies Act ol 1970, (URA) (42 US,C, 4601-4655);

(2) Microenterprises. Assistance to microenterprises as defined by Section 102(a)(22) of the Housing and
Commuaity Development Act of 1974; and

(3) Arms-fength transactions. Assistance to a business thal purchases business equipment, inventory, or
other physical assefs in an arms-length fransaction, inciuding the assets of an existing business, provided
thatthe purchase does not result in the relocation of the sellers' business operation {including customerbase
or list, goodwill, 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 relocation occurs.

[70 FR 76369, Dec. 23, 2005]

Subpart K—Other Program Requirements
SOURCE: 53 FR 34456, Sepl. 6, 1988, unless otherwvise noted.

§570.600 General,

(a) This subpart K enumerates laws that the Secretary will treat as applicable to grants made under section
106 of the Act, other than grants lo states made pursuant {o section 106(d} of the Act, for purposes of the
Secretary's determinations under section 104(c)(1) of the Act, including statutes expressly made applicable
by the Act and certain other staiutes and Execcutive Orders for which the Secrelary has enforcement
responsibility. This subpart K applies to grants made under the Insular Areas Program in § 570405 and
§ 570.440 with the exception of § 570,612, The absence of mention herein of any other statute for which
the Secretary does not have direct enforcement responsibilily is not intended to be taken as an indication
that, in the Secretary's opinion, such statute or Execulive Order is not applicable to activities assisted under
the Act. For laws that the Secretary will treat as applicable to grants made to states under section 106(d) of
the Act for purposes of the determination required to be made by the Secretary pursuan! {o seclion
104(e)(2) of the Act, see § 570.487.

(b) This subpart also sets forth certain additionalprogram requirements which the Secretary has determined
to be applicable to grants provided under the Act as a matterof administrative discretion,

(c) In addilion lo granis made pursuant to section 106(b) and 106(d)2)(B) of the Act (subparis Dand F,
respectively), therequirements of this subpatt K areapplicable to grants made pursuant to sections 107 and
119 of the Act (subpartsE and G, respectively), and to loans guaranteed pursuant to subpart M.

[53 FR 34456,8ept. 6, 1988, asamendedat 61 FR 11477, Mar, 20, 1996; 72 FR 12536,Mar. 15, 2007]

§ 570.601 Public Law 88-352 and Public Law 90-284; affirmatively
Jurthering fair housing; Executive Order 11063,

{(a) The following requirements apply according to sections 104(b) and 107 of the Act:

(1) Public Law 88-352, which is title VI of the Civil Rights Act of 1964 (42 1.8.C. 2000d ef seq. ), and
implementing regulations in 24 CFR part 1.

{2) Public Law 90-284, which is the Fair Housing Act (42 U.8.C. 3601-3620). In accordance with the Fair
Housing Act, the Secretary requires that grantees administer all programs and activities related to housing
and community development in a manner to affimatively forther the policies of the Fair Housing Act,
Furthermore, in accordance with section 104{b)(2) of the Act, for each community receiving a grant under
subpart D of this part, the centification that the grantee will affirmatively fuither fair housing shall
specifically require the grantee to assume the responsibility of fair housing planning by conducting an
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analysis lo identify impediments to fair housing choice within its jurisdiction, taking appropriate actions to
overcome the effects of any impediments identified through that analysis, and maintaining records
reflecting the analysisand actionsin this regard.

{b) Executive Order [ 1063, as amended by Executive Order 12259 (3 CFR, 1959-1963 Comp., p. 652; 3
CFR, 1980 Comp., p. 307) (Equal Opporiunily in Housing), and implementing regulations in 24 CFR part
107, also apply.

[61 FR 11477,Mar. 20, 1996]

§570.602 Section 109 of the Act.

Section 109 of the Act requires that no person in the United States shall on the grounds of race, color,
national origin, religion, or sex be exciuded from participation in, be denied the benefits of, or be subjected
to discrimination under any program or activity receiving Federal financial assistance made available
pursuant to the Act. Section 109 also directs that the prohibitions against discrimination on the basis of age
under the Age Discrimination Act and the prohibitions against discrimination on the basis of disability
under Section 504 shall apply to programs or activities receiving Federal financial assistance under Title |
programs, The policies and procedures necessary to ensure enforcement of section 109 are codified in 24
CFER part6.

[64 FR 3802, Jan, 25, {999]

§ 570.603 Labor standards.

(a) Section 110{a}) of the Act comtaiits labor standards that apply to non-volunteer labor financed in whole
of in part with assistance received under the Act. In accordance with section 110{a)ofthe Act, the Contract
Work Hours and Safety Standards Act (40 US.C, 327 ef seq. } also applies. However, these requirements
apply to the rehabilitation of residential property only if such properiy containsnof less than 8 units.

(b} The regulations in 24 CFR part 70 apply to the use of volunteers.
[61 FR 11477, Mar, 20, 1996]

§ 570.604 Environmental standards.

For purposes of section 104(g) of the Act, the regulations in 24 CFR pait 58 specify the other provisions of
law which further the purposes of the National Envitonmental Policy Act of 1969, and the procedures by
which grantees must fulfill their environmental responsibilities. In certain cases, grantees assume these
environmental review, decision making, and action responsibilities by execution of grant agreements with
the Secretary,

[61 FR 11477, Mar. 20, 1996]

§ 570.605 National Flood Insurance Program.

Notwithstanding the date of HUD approval of the recipient's application (or, in the case of grants made
under subpart D of this pait or HUD-administered small cities recipients in Hawaii, the date of submission
ofthe grantee's consolidated plan, in accordance with 24 CFR part 91), section 202(a)ofthe Flood Disaster
Protection Act of 1973 (42 U.S.C. 4106) and the regulations in 44 CFR parts 59 through 79 apply to funds
provided under this part 570.

[61 FR 11477, Mar. 20, 1996]
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§ 570.606 Displacement, relocation, acquisition, and replacement of
housing.

(&) General policy for minimizing displacement. Consistent with the other goals and objectives of this part,
grantees (or Stalesorstaterecipients, asapplicable) shall assure that they havetaken allieasonable steps o
minimize the displacement of persons (families, individuals, businesses, nonprofit organizalions, and
farms)as a resull of activities assisted underthis part.

(b) Relocation assistance for displaced persons at URA levels. (1) A displaced person shall be provided
with relocation assistance at the levels described in, and in accordance with the requirements of 49 CFR
part 24, which contains the government-wide regufations implementing the Uniform Relocation Assistance
and Real Properly Acquisition Policies Act of 1970 (URA) (42 U.S.C. 4601-4655).

(2) Displaced person. {i) For purposes of paragraph (b} of this section, the term © displaced person ® means
any person (family, individual, business, nonprofit organization, or farm}that moves from real propeity, or
moves his or her personal property from real property, permanently and involuntarily, as a direct result of
rehabillation, demolition, or acquisition for an activily assisted under this part. A permanent, involuntary
move foran assisted activity includes a permanent move from real property thatis made:

(A) After notice by the grantee (or the state recipient, if applicable) to move permanently from the property,
if the move occwrs after the initial official submission to HUD (or the State, as applicable) for grant, loan,
orloan guarantee fundsunderthis part that are later provided or granted.

(B) After notice by the property owner to move permanently from the propeity, if the move ocours afterthe
date of the submission of a request for financial assistance by the property owner (or petson in conlrof of
the site) that is later approved forthe requested activity,

(C) Before the date described in paragraph (b)}2)DXA) or (B) of this section, if either HUD or the grantee
(or Stale, as applicable) determines that the displacement directly resuited from acquisition, rehabilitation,
or demolition forthe requested activity.

(D) After the “initiation of negotiations” if the person is the tenant-occupant of a dwelling unit andany one
ofthe following three situations oceours:

{ 1) The tenant hasnot been provided with a reasonable opportunity to lease and occupy a suitable decent,
safe, and sanitary dwelling in the same building/complex upon the completion of the project, including a
monthly rent that does not exceed the grealer of Lhe terant's monthly rent and estimated average utility
costs before the initiation of negotiations or 30 percent of the household’s average monthly gross income;
or

{ 2 ) The tenant is required {o relocate temporarily for the activity but the tenant is not offered payment for
all reasonable out-of-pocket expenses ihcurred in connection with the temporary relocation, including the
cost of moving to and from the temporary location and any increased housing costs, or other conditions of
the temporary relocation are not reasonable; and the tenant does not return to the building/complex; or

{ 3 ) The tenant is required lo move to another unit in the building/complex, but is not offered
reimbursement for all reasonable out-of-pocket expenses incured in connection with the move,

(iiy Notwithstanding the provisions of paragraph (b}2)i) of this section, the term “ displaced person -
does not include:

(A) A persen who is evicted for cause based upon serious or repeated violations of material terms of the
lease or occupancy agreement. To exclude a person on this basis, the granice (or State or state recipient, as
applicable) must determine that the eviction was not undertaken for the purpose of evading the obligation
to provide relocation assistance under this section;
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(B) A person who moves into the property alter the date of the notice described in paragraph (B)2)(i}A) or
(B) of this section, but who received a wrilten notice of the expected displacement before occupancy.

{C) A person who is not displaced asdescribed in 49 CFR 24.2(g)(2),

(D) A person who the grantee (or Stale, as applicable) determines is not displaced as a direct result of the
acquisition, rehabilitation, or demolition for an assisted activity. To exclude a person on this basis, HUD
must concurin that determination.

(i) A grantee (or State or state recipient, as applicable) may, at any time, request HUD to determine
whether a personis a displaced person underthis section,

(3) Mmitiation of negotiations. For purposes of determining the type of replacement housing assistanceto be
provided under paragraph {b) of this section, if the displacement is the divect result of privately undertaken
rehabilitation, demolition, or acquisition of real property, the term = jnifiation of negotiations * means the
execution of the grant or loan agreement between the grantee {or State or state recipient, as applicable)and
the person owning or controlling the real property.

(c) Residential anti-displacement and relocation assistance plan. The grantee shall comply with the
requirements of 24 CFR part 42, subpart B,

(d) Oprional relocation assistance. Under section 105(a)(11) of the Act, the grantee may provide (or the
State may permit the staie recipient to provide, as applicable) relocation payments and other relocation
assistance to persons displaced by activities that are nof subject to paragraph (b) or (¢} of this section, The
granlee may also provide {or the State may also permil the state reciplent to provide, as applicable)
relocation assistance lo persons receiving assistance under paragraphs (b) or (¢) of this section at levels in
excess of those required by these paragraphs, Unless such assistance is provided under State ot local law,
the grantee {or state recipient, as applicable) shall provide such assistance only upon the basis of a written
determination that the assistance is appropriate (see, e.g., 24 CFR 570.201(i), as applicable). The grantee
(or state recipient, as applicable) must adopt a written policy available to the public that describes the
relocation assistance that the grantee (or state recipient, as applicable) has elected to provide and that
provides for equalrelocation assistance within each class of displaced persons,

(e} Acquisition of real property. The acquisition of real property for an assisted activity is subject to 49
CER part 24, subpart B,

(f) Appeals. 1f a person disagrees with the determination of the grantee (or (he slate recipient, as applicable)
concerning the person's eligibility for, or the amount of, a relocation payment under this section, the person
may file a written appeal of that determination with the grantee (or state recipient, as applicable). The
appeal procedures to be followed are described in 49 CFR 24,10. In addition, a low- or moderate-income
household that has been displaced from a dwelling may file a written request for review of the grantee's
decision to the HUD Field Office. For purposes of the State CDBG program, a fow- or moderate-income
household may file a written request for review of thestaterecipient's decision with the State.

{g) Responsibility of grantee or Stafe. (1) The grantee {or State, if applicable) is responsible for ensuring
compliance with the requirements of this section, notwithstandingany third party's contractualobligation to
the grantee to comply with the provisions of this section, For purposes of the State CDBG program, the
Stateshall require state recipients to certify that they will comply with the requirements of this section.”

(2) The cost of assistance required under this section may be paid from local public funds, funds provided
under this part, or funds available from other sources,

(3} The grantee (or State and state recipient, as applicable) must maintain records in sufficient detail to
demonstrate compliance with the provisions of this section,

(Approved by the Office of Management and Budget under OMB control number2506-0102)
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{61 FR 11477,Mar. 20, 1996,asamended ai 61 FR 51760,0ct. 3, 1996]

§ 570.607 Employment and contracting opportunities.

To the extent that they are otherwise applicable, grantees shall comply with;

(a) Executive Order 11246, as amended by Execuiive Orders 11375, 11478, 12086, and 12167 (3 CFR
1964-1965 Comp. p. 339; 3 CFR, [966-1970 Comp., p. 684; 3 CFR, 1966-1970,, p. 803; 3 CFR, 1978
Comp., p. 230; 3 CFR, 1978 Comp,, p. 264 (Equal Employment Opportunity), and Executive Order 13279
(Equal Protection of the Laws for Faith-Based and Communify Organizations), 67 FR 77141,3 CFR, 2002
Comp., p. 258; and the implementing regulations at 4§ CFR chapter60; and

(b) Section 3 of the Housing and Urban Development Act of 1968 (12 U.S.C. 1701u) and implementing
regulations at 24 CFR part 135,

[68 FR 56405, Sept. 30,2003}

§ 570.608 Lead-based paint.

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.8.C. 4851-4856), and implementing regulations at part 35, subpaits
A, B, ], K, and R of this partapply o activities under this program.

[64 FR 50226,8ept. 15, 1999]

§570.609 Use of debarred, suspended or ineligible contractors or
subrecipients.

The requirements set forth in 24 CFR part 5 apply to this program.

[61 FR 5209,Feb. 9, 1996]

§ 570.610 Uniform administrative requirements and cost principles.

Tlhe recipient, its agencies or instrumentalities, and subrecipients shall comply with the policies, puidelines,
and requirements of 24 CFR pait 85 and 2 CFR PART 200 as applicable, as they relate to the acceplance
and use of Federal funds under this part. The applicable sections 0f24 CER parts 84 and 85 are sel forth at
§ 570.502,

2 See footnote 1 at § 570.200(a)(5).

[60 FR 56916, Nov.9, 1995]

§570.611 Conflict of interest.

(a) Applicability. (1) In the procurement of supplies, equipment, construction, and services by recipients
and by subrecipients, the conflict of interest provisions in 24 CFR 85.36 and 24 CFR 84.42, respectively,
shall apply,

{2) In all cases not govermned by 24 CFR 85.36 and 84.42, the provisions of this section shall apply. Such
cases include the acquisition and disposition of real property and the provision of assistance by the

recipient or by its subrecipients to individuals, businesses, and other private enlities under eligible activities

63



that authorize such assistance (e.g., rehabilitation, preservation, and other improvements of private
propettics ot facilities pursuant to § 570.202; or granis, loans, and other assistance {o businesses,
individuals, and other privaie entities pursuantto § 576.203,570.204,5706.455, or 570.703(i)).

(b} Conflicts prohibited. The general rule is that no persons described in paragraph (¢} of this section who
exerclse or have exercised any funciions or responsibilities with respect {o CDBG activilies assisted under
this part, or who are in a position lo participate in a decision making process or gain inside information
with regard to such activities, may obfain a financial interest or benefit from a CDBG-assisted activily, or
have a financial interest in any contract, subcontract, or agreement with respect to a CDBG-assisted
aclivity, or with respect to the proceeds of the CDBG-assisted activily, either for themselves or those with
witom they have business or inmediate family ties, during their tenure or for one year therealter. For the
UDAG program, the above restrictions shallapply to all activities that are a part o the UDAG project, and
shall coverany such financial interest or benefit during, oratany time after, such person's tenure,

(c) Persons covered. The conflict of interest provisions of paragraph (b) of this section apply to any person
who is anemployee, agent, consultant, officer, or elected official or appointed official of the recipient, or of
any designated public agencies, or of subrecipients thal arereceiving fundsunderthis part,

(d) Exceptions. Upon the wrilten reques!t of the recipient, HUD may grant an exception to the provisions of
paragraph (b) of this section on a case-by-case basis when it has satisfactorily met the threshold
requirements of (d)(1) of this section, taking into account the cumulative effects of paragraph ()2} of this
seclion.

(1} Threshold requirements. HHUD will consider an exception only after the recipient has provided the
following documentation;

(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 recipient's attorney that the interest for which the exception is sought would not
violate Stateor local law.

(2} Factors fo be considered for exceptions. In determining whether to grant a requested exception afterthe
recipient has satisfactorily met the requirements of paragraph (d}1) of this section, HUD shall conclude
that such an excepiion will serve to further the purposes of the Act and the effective and efficient
administration of the recipient's program or project, taking into account the cumulative effect of the
following factors,as applicable:

(i} Whether the exception would provide a significant cost benefit or an essential degree of expertise to the
prograin or project that would otherwise not be available;

{(iiy Whether an opportunity was provided for open competitive bidding or negotiation;

(iii)y 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 activity, and the exception will permit such person to receive
generally the sameinterests or benefitsas are being madeavailable orprovided io the group or class;

(iv) Whether the affected person has withdravwn from his or her functions or responsibilities, or the decision
making process with respect to the specific assisted activity in question;

(v) Whether the interest or benefit was present before the affected person was in a position as described in
paragraph (b) of this section;

(vi) Whether undue hardship will result either to the recipient or the person affected when weighed against
the public interest served by avoiding the prohibited conflict; and
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(vil) Any otherrelevant considerations,

[60 FR 56916,Nov. 9, 1995]

§570.612 Executive Order 12372,

(a) General. Executive Order 12372, Intergovernmental Review of Federal Programs, and the Department's
implementing regulations at 24 CFR part 52, allow each State to establish its own process for review and
comntent on proposed Federal financial assistance programs.

(b} Applicability. Executive Order 12372 applies to the CDBG Entitlement program and the UDAG
program. The Executive Order applies to all activities proposed to be assisted under UDAG, but il applies
to the Entitlement program only where a graniee proposes to use funds for the planning or construction
{reconstruction or installation} of water or sewer facililies, Such facilities include storm sewers as well as
all sanitary sewers, bul do not include water and sewer lines connecting a structure to the lines in the public
right-of-way or easement. It is the responsibility of the grantee to initiate the Executive Order review
process if it proposesio use its CDBG or UDAG funds for activities subject to review,

§ 570.613 Eligibility restrictions for certain resident aliens.

(a) Restriction. Certain newly legalized aliens, as described in 24 CFR part 49, arc not eligible to apply for
benelits under covered activities funded by the programs listed in paragraph (e) of this section, “Benefifs”
under this section means financial assistance, public services, jobs and access to new or rehabilitated
housing and other facitities made available undercovered activities funded by programs lisied in paragraph
(e) of this section. “Benefits” do not include relocation services and payments to which displacees are
entitied by law.

(b) Covered activities. “Covered activities” under this section nmeans activilies meeting the requirements of
§ 570.208(a)that either:

(1) Have income eligibility requirements limiting the benefiis exclusively {o low and moderate income
pelsons; or

(2) Are targeted geographically or otherwise to primarily benefit low and moderate income persons
{excliding activities serving the public at lavge, such as sewers, roads, sidewalks, and parks), and that
provide benefils lo persons on the basis of an application,

{c) Limitation on coverage. The resirictions under this section apply only to applicants for new benefits not
being received by covered resident aliens asof the effective date of this section,

(d) Compliance. Compliance can be accomplished by obtaining certification as provided in 24 CFR 49.20,

{e) Programs aqffected. (1) The Community Development Block Grant program for small cities,
administered under subpatt F of part 570 of this title until closeout of the recipient's grant.

(2) The Community Development Block Grant program for enlitlement grants, administered under subpart
D of part 570 of this title,

{(3) The Community Development Block Grant program for States, administered under subpartI of part 570
ofthis title until closeout ofthe unit of general local government's grant by the State.

(4) The Urban Development Action Grants program, administered under subpart G of part 570 of this litle
until closeout of the recipient's grant.
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[35 FR 18494, May 2, 1990]

§ 570.614 Architectural Barriers Act and the Americans with Disabilifies
Act.

(a) The Architectural Barrlers Act of 1968 (42 US.C. 4151-4157) requires certain Federal and Federally
funded buildings and other facilities to be designed, constructed, or altered in accordance with standards
thatl insure accessibility to, and use by, physically handicapped people. A building or facility designed,
construcled, or altered with fundsallocaled or reallocated under this part after December 11, 1995, 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 {o the requirements of the Architectural Barriers Act of 1968
(42 U.S.C. 4151-4157) and shall comply with the Uniform Federal Accessibility Standards (appendix A to
24 CFR part 40 for residential structures, and appendix A to 41 CFR part 101-19, subpart 101-19.6, for
general type buildings).

{b) The Americans with Disabilities Act (42 U.S.C. 12131; 47 US.C, 155, 201, 218 and 225) (ADA)
provides comprehensive civil tights to individuals with disabilities in the areas of employment, public
accommaodations, State and local government services, and telecommunications. It fusther provides that
discrimination includes a faiture to design and construct facilities for first oceupancy no later than January
26, 1993, that are readily accessible to and usable by individuals with disabilities. Further, the ADA
requires the removal of architecturaf barriers and communication barriers that are structural in nature in
existing facilities, where such removal is readily achievable-—that is, easily accomplishable and able to be
carried out without much difficulty or expense.

[60 FR 56917, Nov. 9, 1995]

UPDATE: Effective March 2015

2 CFR Parl 200 - Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, Final Guidance supersedes, consolidates and streamlines requirements from § OMB
Circulars referenced in Exhibit D - CDBG Regulations and Other Program Requirements:

A-21 A-110
A-87 A-122
A -89 A-133
A-102 A -50

To view Notice 8D-2015-01 Issued by the U.S, Department of Housing and Urban Development, please
visit the following link:

wwwy budexchange infofresourees/documents/Notiee-DC-2 G501 Transition-fo-2-CER -Part-200-Guidance.nd!
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Exhibit E

Audit Findings or Exceptions

(N/A - No audit findings or exceptions)
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