INTERLOCAL AGREEMENT

STATE OF TEXAS §

_ §
COUNTY OF HIDALGO  §

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 Palmview, a municipal corporation
under the laws of the State of Texas, hereafter referred 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
rencwal and lower income housing assistance in the County, and

WHEREAS, the Department of Housing and Urban Development formally allocated_$7.727,601.00 of Fiscal
Year 2023 Community Development Block Grant (CDBG) Funds under Grant No. B-23-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 (o set out basic administrative understandings for the proper
expenditure of CDBG funds as set out in 24 CFR.570 and other related federal rules and regulations as they apply
to Subrecipients.

NOW, THEREFORE, KNOW ALL MEN BY THESE PRESENTS: That the County and the City do mutually
agree as follows:
SECTION I
Rules and Regulations

The City agrees to cooperate with the County in respect fo the implementation of CDBG 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
CFR 570.

SECTIONII
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,
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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 1o make all records available to the County and shall not be the custodian of
any official records of information.

City agrees 1o comply with 2 CFR Part 200 and with the following sections of 24 CFR Part 85
“Uniform Administrative Requirements for Grants and Cooperative Agreements 10 State and
Local Government™

(1) Section 85.3, “Definitions”;

(2) Section 85.6, “Exceptions”;

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

(4) Section 85.20, «Gtandards 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, “Bquipment,” 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, «gub-awards t0 debarred and suspended parties”;

(12} Section 85.36, «procurement,” except paragraph (a);

(13) Section 85.37, “Gubgrants”;

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

and ();

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

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

an Gection 8543, “Enforcement”;

(18) Qection 85.44, w[ermination for convenience”’;

{19) Section 85.51, «[ ater disallowances and adjustments”; and

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

the City agrees (0 submit a yearly Certified City Financial Audit regardiess of the dollar amount

expended in that fiscal year in the time and manner prescnbed by the County.

SECTION 111
Other Program Requirements

The City agrees 10 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 v
Allocation

The City understands that the Urban County allocation has been set at §7,72'7,601.00 for Fiscal
Year 2023 and that City’s allotment has been set at $265.07 1.00. The City agrees to cooperate
with the county in the expenditure of these funds for the activilies 80 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 oD any changes in scope, funding or tocation of the
activities listed on Exhibit A prior to executing any change. Any changes proposed by City must
be approved by the County in reference to eligibility, program compliance and citizen
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participation requirements.

City and County mutually agree that the City shall have four 4 fiscal years 10 properly expend
or cause to be expended, according 10 all applicable rules and regulations, all funds allocated to it
in Fiscal Year 2023. In consideration for the same, the City agrees not to have more than 1.5
times its annual allocation in its line of credit by April 340, 2024 ; Funds in excess of the 1.3
standards shall be subject to the Recapture by the Urban County Program, and/or any applicable
Redistribution & Recapture Poticy. The County shall recapture any and all unobligated funds that
a City fails to expend or obligate, by June 30, 2024 and shall expend such funds at the discretion
of the Hidalgo County Commissioners’ Court. The Hidalgo County Commissioners’ Court may
fake any type of remedial action, including but not limited to Recapture, at any time to comply
with any and all rules, regulations and decisions, and timeliness requirements as may be made by
the Department of Housing and Urban Development oF iy other federal or state agency that may
legally exercise its jurisdiction over expenditures of CDBG funds.

SECTION Vv
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, Of any of its authorized
representatives, access to and the right 10 examine, excerpt and transcribe all books, accounts,
records, 1eports, files and other papers, things, of property belonging to OF in use by the City of
County for 2 period as such records are legally required 1o be maintained by the City of County.

SECTION V1
Monitoring

The County reserves the right to carry out regular and periodic field inspections to ensure
compliance with the requirements of this Agreement. City shall attend a compliance semninar after
the award of funds and priof to the first draw. After each monitoring visit, County shall provide
City with a written report of the monitor's inspection. If {he monitoring report finds deficiencics
in City's performance under the terms of this Agreement, the monitoring report shall include
requirements for the timely cotrection of such deficiencies by City. Failure by City to take action
as speciﬂed in the monitoring repost may be cause for suspension 0f termination of this
Agreement, a8 provided in Section XIV of this Agreement.

SECTION vl
Conflict of Interest

In compliance with 24 CFR 611, the City and County both covenant that no member of their
respective governing podies 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,
corporations company Of agsociation that is hired to carry out any of the activities 80 listed on
Exhibit A of will receive federal assistance from any activity.

The City and County both agree that no person who is an elected official, employees consultant,
or agent of the City of County shall gain any interest in any corpotation, company, 0f association
that is hired to carry out any of the activities 5O fisted in Exhibit A during their tenure or fora
period of one year thereafter.



No City of County employee, elected official, consultant and/or agent shall solicit nof accept
gratuities, favors, Of anything of monetary value from any person, corporation, company, Of
association that has been hired or expects o be bired 0 perform any of the aclivities 8O described
on Exhibit A.

Code of Conduct Certification attached 10 this agreement must be signed by elected officials,
employees, consultants, Of agents 10 the City. (Se¢ attachment A-1)

SECTION Vit
Religious Activities

The City and County both 8gree that none of the funds expended of activities undertaken shall be
used in support of any sectarian of religious aclivity, not shall any building of structure funded
under this program be used for sectarian of religious activities.

SECTION X
Real and Property Assets

The City and County agree that any propertys real of personal, duly acquired with CDBG funds
allocated t0 City shall become property of the City and shall be afforded the same maintenance
and protection as other City property. City and County further agree that any real of personal
property acquired ghall be done in accordance with 24 CFR 570.606, 24 CFR 85 and/or any other
federal rules of regulations a3 may apply-

City agrees not to purchase any real Of personal assets unless SO pcrmittcd by the County and
such procurement shall be done in accordance with 24 CFR 570,606, 24 CFR 85 andfor any other
federal rules of regulations a3 may apply-

The City agrees to maintain a0y real of personal asset in @ prudent manner so as 10 ensure its
useful life and to protect the federal govcmment’s interest in such real of personal agset from the
perils of fire, storim, flood of {heft through insurance coverage in the amount a8 may be deemed
prudent py County. Failure to gecure such protection shall be cause for termination of this
agreement.

Any asset acquired of improved in part of in whole with CDBG funds must be used in an activity
that is eligible and meets On¢ of the national objectives listed in 24 CFR 570.208. Any asset
acquired Of jmproved in part oF in whole with CDBG funds in excess of § 25,000 must be use
for the CDBG activity 50 planned including the peneficiaries of such use. AnY change in use of
beneficiaries must be subject to the citizen participation requirements and approved by the
County.

Should any use of an assel not qualify as meeling one of the national objectives Of is not an
eligible use under 24 CFR 570.200, the City ghall reimburse the County the amount of the current
fair market vatue of the agset less any portion thereof attributable 10 expenditures of non-CDBG
funds in the acquisition Of improvcment of the asset.

The above requirements attributed to assets OVer $25,000 shall remain in force fora period of five
years after the final closeout of the County’s participation in the Urban County Program. The
disposition of any assel improved oF acquired in part or in whole with CDBG funds by the City
must be done with priof approval of the County and the County shall be reimbursed for the asset,
if sold, in the full amount of the disposed vatue of the asset. The County may, at its option,
request that such asset be transferred 10 the County if the asset is no longer being used 1O meet
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one of the national objectives Of in any cas¢ where the City no longel uses the asset for its
intended use.

SECTION X
J urisdiction

The City and County agree to accept the jurisdiction of the Department 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 2gree that the County is responsible for the proper administration of
programs and the propet expenditure of CDBG funds and recognize that the County will be
responsible for audit of programmatic findings Of exceptions made by the HUD or any other

agency that may eXercise jur'rsd'rction over HUD of any other agency that may eXercise
jurisdiction over HUD funds or Programs-

In cases of an sudit finding OF exception based on action Of inaction, representation or
nﬁsrepresentat‘ron 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 are defined in 24 CFR 570.910 and include the witbholding of funds 0 the City for

any outstanding finding(s) of exeeption(s). (See Exhibit-E)

The City understands and agrees this Interiocal Agreement shall remain in full force and effect
until the Department of Housing and Urban Development has closed this Program Year (B-23-
UC-48-0501) and accepted any resolutions to any and all audit of programmat'rc finding(s) of
concern(s)-

SECTION X1
payment Requests and Program Income

The City agrees to follow administrative directions from the County b the areas of documenting
and process'mg payment requests. The City further agrees to allow the County fo make all
ayments and to account for all program income from amy of its CDBG activities that may
generate programm 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 a8 may be required by the County of program income earned, yetained, and
expended by the City. The City shall be allowed to vse€ the program income for the same Of
similar activities as generated the program income. Faituge of the City to report program income
as required shall cause the County 10 require all program income to be recovered by the County.

SECTION X1
Section 108 L.oan Cuarantece

County and City both agree that they may implement certain eligible activities a8 outlined in 24
CFR 57 0.703 with loan funds from the Qection 108 Loan Guarante® 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 t0 submit an application for such funds per funding yeat in
an amount less than three times its current allocation. Should the City of County submit mMore

than one application during any combination of years, the cumulative amount of loan funds
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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 108 funds.

The County and City agree that they will maintain 2 legal binding relationship with each othert
under the terms of this Agreement and all previously signed Cooperation Agreement if the City
wishes to participat® in the Section 108 Loan Guaranie® Program fof the full ter® of the Section
108 Loan Agreement- The City agrees to pledge 1S current and future CcDBG allocation and other
security consideration 28 may be required, depending on the project risk, as security for the
Section 108 Loan and such security pledge shall not bind of 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 Guaraniee agreement and this agrecment ghall survive for the
texm of the Section 108 Loan. Details of a0y current Section 108 Joan are included herein as
Exhibit G, if applica‘ole.

SECTION pALL
Legal Action

The City agrees 0 notify the County when @ problem arises that may lead to any legal action of
claim against the City and/or County. The City agrees 1o furnish 10 the County a1y information
with respect to such action 0T claim. The City agrees not to take apy action with respect to any
Jegal matter or claim sought against the City and/for County without advice and consent of the

County.

City understands that this agreement may be suspended ot terminated i0 accordance with 24 CFR
g5.43 if the City materially fails 10 comply with the provisions of this agreement or the provisions
so listed on Exbibits A through B Termination for convenience may be implemented in

accordance 10 {he provisions listed in 24 CFR 8544

SECTION XV
Changes oF Amendments

The City agrees to notify the County on any changes of amendments that it 108y desire Of need 10
catry out ihe CDBG program in its area. All changes Of amendments must first obtain apptoval
from the County prior to implementation. All changes Of amendments must conform to all federal
rules and regulations applicable to the CDBG program-

SECTION XVi
Essential Powers

The City agrees that the County has the essential powers to 1mplement any aspect of those
activities identified in the 2023-2027 Five-Year Consolidated Plan & Strategy inclusive of

gpecific projects ;dentified in the annual One-Yeaf Action Plan and subsequent amendments. The
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City further agrees t0 allow the County the authority 10 jnitiate, undestake and implement said
projects within its jurisdictional boundaries without further notice to City by County for all
projects dentified in the 2023-2027 Five-Year Consolidated Plan & Strategy, Annual Action
Plan and subsequent amendments 10 the Plans herein incorporated by reference.

Approved and signed this Day of , 2023.
ATTEST:
Arturo Guajardo, Jr. Richard F. Cortez,
County Clerk jdalgo County Judge
/\_\ OFH o) 4{
~
S w 7
ATTEST:
aMLAA
City Secretary
APPROVED BY.
APPROVED AS TO FORM PALMVIEW ciTY COU NCIL
Hidalgo County Criminal District Attorney’s Office i
Toribio "Terry” Palacios ON: __8 19 9\3 '

:’//-

Victor M. Garza, ‘Asst. District Attorney

Date:



The following Exhibits are incorporated into the
2023 Interlocal Agreement:

ed Activities

Exhibit A 2023 Propos
Exhibit A-1 Code of Conduct Enforcement
Exhibit B Urban County Program Matrix

Exhibit C Section 108 Loan Guarantee Program
Exhibit D CDBG Regulations and other
Program Requirements

Exhibit E Audit Finding or Exceptions






Exhibit A-1
Code of Conduct Certifications
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CODE OF CONDUCT

No employee, officer or agent of the Ceunty of Hidalgo-Urban County Progrant sub-grantee or
subrecipient shall participate in selection or in the award of administration of a contract of
conduct business with a vendor if 2 conflict of interest, real or apparent, would be involved. Such
a conflict would arise whe:

the employee, officer or any agent

any member of his immediate family

his or her partnef

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

TOR>

The Urban Counly 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, Of parties {0 sub-agreements, OF yendors of potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation Of suspension 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 Of
subrecipient. Violation of the nondisclosure policy shall be
subject 10 disciplinary action as provided by the County of

Hidalgo or termination of contractual agreements when a
subrecipientfsub-grantee employee is involved.

Personal Interest No member of the Hidalgo County Commissioners or any officer
or employee of the Urban County Prograii, sub-grantee oF
subrecipient shall have a financial interest, direct or indirect, or
by reason of ownership of stock in any corporation, in any

contract of in the sale to the Urban County Program, sub-
grantee 0F subrecipient or 10 8 contractor supplying the Urban
County Prograi, sub-grantee OF subrecipient of any land or
rights or interest in any jand, material, supplies, oF services, or in
any matier in which he acts for the Urban County Program. ADY
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban Counfy
Program, St b-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express of implied, of the person Of corporation
contracting with the Urban County Program, sub-grantee or

L‘ectpiem shall render the contract voidable by the Urban

nty Director oF the board of Commissioners.

Ricarde yillarreal. Mayor
Print or Type Name and Position/Title
August 15, 2023

Employee, Officer, niywledgment

city of palmview

Emiry/Organization Name Date
Exhibit A-1 1

Revised April 2012



CODE OF CONDUCT

No employee, officer or agent of the County of Hidalgo-Urban County Progrant sub-grantee or
subrecipient shall participate in selection OF in the award OF administration of a contract OF
conduct business with a vendor if 8 conflict of interest, real or apparent, would be involved. Such

a conflict would arise when:

the employee officer or aty agent

any member of his immediate family

his or her partner

\ an argm:ization which employs oF is about to employ, any of the aboves
has a ﬁnuncial or other interest in the firm selected for award.

SEiskaka

The Urban Counly Program's s sub-grantee of subrecipient, officers, employees 0F agents shall
aeither solicit nof accept gratuities, favors of anything of monetary value from contraciors,
potential contractors, 0f parties 10 sub-agreements, of vendors of potential vendors. Depending
onh gravity, violation of this Code of Conduct could result in dismissal, probatiofn OF suspension of
officers, employees OF agents involved of terminatlon of contractual agreements with
subrecipients.

Non-disclosure Policy No disclosure of verbal of written price quotations shall be made
by any Urban County Program employee, sub-grantee  OF
subrecipient. Violation of the nondisclosure policy shall be
subject 10 disciplinary action as provided by the County of

Hidalge o©of termination of contractual agreements when 3
subrecipientlsub—grantee employee 15 involved.

Personal Interest No member of the Hidalgo County Commissioners o7 any officer
or employee of the Urban Couniy Program, sub-grantee 0F
subrecipient shall have a financial interest, direct of indirect, OF
by reason of ownership of stock in any corporation, in any
contract or in the sale to the Urban County Progrant sub-
grantee 0F subrecipient or 10 8 contractor supplying the Urban
County Program sub-grantee or subrecipient of any land of
rights of interest in any fand, material, supplies, Of services, of in
any matter in which he acts for the Urban County Progrant. Any
willful violation of this section shall constitute malfeasance in
office, and any officer Of 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
inowledge, express or implied, of the person OF corporation
contracting with the Urban Couniy Program, sub-grantee oF
subrecipient shall render the contract voidable by the Urban
County Director 07 the board of Commissioners.

—— Joel Garcia, Mayor Pro Tem

Print or Type Name and Position/Title

mployez.f,'OJ' ice

“Teity of Palmview August 15, 2023
En!ily/Organizaﬁon Nante Date

Exhibit A-1 12
Revised April 2012



~GDE OF CONDUCT _

No employee, officer or agent of the County of Hidualgo- Urban County Progrant, sub-grantee or
subrecipient shall participate in selection of 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 of his immediate family

his or her pariner

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

SEeRES

The Urban County Program's s sub-grantee oF subrecipient, officers, employees OF agents shall
peither soficit nor accept gratuities, favors or anything of monetary value from contractoss,
potent'lal contractors, Of parties 10 sub-agreements, Of vendors Of potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation of suspension of
officers, employees or agents involved of termination of contractual agreements with

subrecipients.

Non-disclosire Policy No disclosure of verbal or written price quotations shall be made
by any Urban County Program employee, sub-grantee OF
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action as provided by the County of
Hidalgo of termination of contractual agreements when a
subrecipientlsub-grantee employee 1S involved.

Personal Interest No member of the Hidalgo County Commissioners oF any officer

Personai i ===

or employee of the Urban Counly Progrant sub-grantee or
subrecipient shall have a financial interest, direct or indirect, OF
by reason of ownership of stock in any corporation, in any
contract or if the sale t0 the Urban County Program, st b-
grantee oF subrecipient or 10 2 contractor supplying the Urban
County Program, sub-grantee oF subrecipient of any land or
rights of interest in any land, material, supplies, of services, or in
any matter in which he acts for the Urban County Program. Any
wiliful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban Counly
Program, sub-grantee oF subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express or implied, of the person OF corporation
contracting with the Urban Counly Progran, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Director oF the board of Commissioners.

Javier Ramirez, Councilmember

Print or Type Name and Position/T irle

gent “Acknowledgment

city of palmview August 15: 2023

Emity/Organizaﬁan Name Date

Fxhibit A-1
Revised April 2012 13



["CODE OF CONDUCT

No employee, officer of agent of the County of H idalgo-Urban County Progran, sub-grantee or
subrecipient shall participate in selection or in the award or administration of a contract or
conduct business with a yendor 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 of his immediate family

C. his or her pariner

D. an organization which employs ot is aboul to employ, any of the above,
has a financial or other inferest 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 of 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 OF agents involved or termination of contractual agreements with

subrecipients.

Non-disclosure Policy No disclosure of verbal or written price guotations shall be made
by any Urban County Program employee, sub-grantee Of
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 Counfy 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 1n any corporation, in any
contract or in the sale to the Urban Couniy Program, sub-
grantee or subrecipient or 10 8 contractor supplying the Urban
Counly Program, sub-grantee or subrecipient of any land or
rights or interest in any land, material, supplies, of services, or in
any matter in which he acts for the Urban County Prograit. Any
willful violation of this section shall constitute malfeasance in
office, and any officer or employee of the Urban Counly
Program, sub-grantee or subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this section with the
knowledge, express of implied, of the person of 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.

L
‘,5T§§;>’\_Z§/ Alexandra Flores, Councilmember

L r=—t — : ; ;
Employee, Ojﬂ@, or Agent Acknowledgment Print or Type Name and Position/Title
city of Palmview August 15, 2023
Entity/Organization Name Date
Exhibit A-1

Revised April 2012 14



L GODE 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 2 contract of
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 oF any agent

B. any member of his immediate family

C his or her partner

D. an organization which employs ot Is about to employ, any of the above,

has a financial or other interest in the Sfirm 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, of parties to sub-agreements, or vendors or potential vendors. Depending
on gravity, violation of this Code of Conduct could result in dismissal, probation of suspension of
officers, employees ©OF agents involved or termination of contractual agreements with
subrecipients.

Non-disclosure Policy No disclosure of verbal or writien price quotations shall be made
) by any Urban County Program employee, sub-grantee Of
subrecipient. Violation of the nondisclosure policy shall be
subject t0 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 Comntissioners or any officer
or employee of the Urban County Program, sub-grantee or
st brecipient shall have a financial interest, direct or indirect, of
by reason of ownership of siock in any corporation, in any

contract or in the sale to the Urban County Progran, sub-

grantee or subrecipient or 10 @ contractor supplying the Urban

County Program, sub-grantee or subrecipient of any jand or

rights or interest in any land, material, supplies, of 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 Counfy
Program, sub-grantee or subrecipient found guilty shall thereby

forfeit his or her office. Any violation of this section with the
knowledge, express of implied, of the person Of corporation
contracting with the Urban County Progran, sub-grantee or

dable by the Urban

subrecipient shall render the contract voi
County Director or the board of Comimissioners.
— /éuéﬁ Jose Luis Perez, councilmember

Epiployee, Officer, or Agent Acknowledgment Print or Type Name and Position/Title
city of palmview Aaugust 15, 2023

Emity/Organization Name Date

Exhibit 4-1

Revised April 2012 15



SODE OF CONDUCT |

No employec officer oF agent of the County of Hidalge-Urban County Progrant sub-grantee 0F
subrecipient shall participate in selection OF in the award of 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 employeé officer or any agenf

any member of his immediate family

his or her partner

. an arganizatian which employs or is about 10 employ, any of the above,
hasa ﬁnancia[ or other interest in the firm selected for award.

Skxkals

The Urban County Program's sub-grantee 0F subrecipient, officers, employees oF agenls shall
neither solicit nof accept gratuities, favors Of anything © monetary value from contractors,
potential contractors, oF parties 10 sub-agreements, or vendors of potentia\ vendors. Depending
on gravitys violation of this Code of Conduct could result in dismissal, probation of suspension of
officers, employees ©OF agents involved of ermination © contractual agreements with

subrecipients.

Non-disclosire Policy No disclosure of verbal of written price quotations shall be made
by any Urban Counly Program employee, gub-grantee  Of
subrecipient. Violation of the nondisclosure policy shall be
subject 10 disciplinary action as provided by the County of

Hidalgo Of termination of contractual agreements when 8

Personal Interest No member of the Hidalgo Counly Commissioners oF any officer
or employee of the Urban County Program, sub-grantee 07
st precipient shall have a financial interest, direct of indirect, Of
by reason of ownership of stock in a0y corporation, in any
contract Of in the sale to the Urban County Program sub-

grantee OV subrecipient Ot to a contractor supplying the Urban
County Prograit sub-grantee o7 subrecipient of any land Of
rights of interest in any tand, material, supplies, of services, Of in
any matter in which he acts for the Urban County Program. Any
wiltful viotation of this section ghall constitute malfeasance in
office, and any officer Of employee of the Urban County
Programs sub-grantee oF subrecipient found guilty shall thereby
forfeit his OF her office. Any violation of this section with the
knowledge, express ©f implied, of the person ot corporation
contracting with the Urban County Progratity sub-grantee o7
subrecipient shall render the contract voidable by the Urban

County Director o the board of Commissioners.

{ . M_/—-/ Benito Hernandez . Councilmember
Employee, Officer, oF Agent Acknowledgmem Print or Type Name and Ppaosition/Title

city of palmview august 15, 2023

Enﬁly/Organizau‘on Name Date

Exhibit A-1

Revised April 2012 15



CODE OF CONDUCT )

Mo employee, officer or agent of the County of Hidalge-Urban County Prograit sub-grantee or
subrecipient shall participate in selection of in the award or administration of a contract of
conduct business with a vendor f a conflict of interest, real of apparent, would be involved. Such
a conflict would arise when:

A the employee, officer or a1y agent

B. any member of his immediate family

C. pis or her partner

D. an organization which employs 0F is about 10 employ, any of the above,
has 4 ﬁnancial or other interest in the firm selected for award.

The Urban County Program’s s sub-grantee oF subrecipient officers, employees OF agents shall
neither solicit nOr accept gratuities, favors Of anything of monetary value from contractors,
potential contractors, of parties 1o sub-agreements, of vendors Of potenﬁal yendors. Depending
on gravity, yiolation of this Code of Conduct could result in dismissal, probation Of suspension of
i officers, employees ©f agents involved OF 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 Of
subrecipient. Violation of the nondisclosure policy shall be
subject to disciplinary action s provided by the County of
Hidalgo OF termination of contractual agreements when a
subrecipientlsub-grantee employee is involved.

Ppersonal Interest No merber of the Hidalgo Couwnty Commissioners o7 any officer

or employee of the Urban County Progrant, sub-grantee 0F
subrecipient ghall have 2 financial interest, direct Of indirect, of
by reason of ownership of stock in any corporation, in any
contract of in the sale 10 the Urban County Program, sub-
grantee oF subrecipient oF to a contractof supplying the Urban
County Program sub-grantee o7 subrecipient of any land of
rights of interest in any land, material, supplies, Of services, of in
any matter in which he acts for the Urban County Prograift. Any
wiltful viotation of this section shall constitute malfeasance in
office, and any officer of employee of the Urban Counly
Programs sub-grantee oF subrecipient found guilty shall thereby
forfeit his or her office. Any violation of this soction with the
knowledge, express Of implied, of the person of corporation
contracting with the Urban Counly Program, sub-grantee or
subrecipient shall render the contract voidable by the Urban
County Director oF the board of Commissioners.

et Michael LeO: city Managexr
Employeé, Officer, or Agent Acknowtedgmem Print or Type Name and Position/Title

gust 1%, 2023

cicy of palmview Au

EnrityIOrgam'zarian Name Date

Exhibit A1
Revised April 2012 15



 CODE OF CONDUCT |
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Exhibit B
Urban County Matrix

Pre-Bid Activities

Development of Annual Workplan

This activity is a city responsibility with the county involvement only as is necessary {0 assUre
that the individual activities meet one of the three pational objectives.

Revisions or Amendments 10 Annual Workplan
game as above {only two amendments allowed per fiscal year)
Eligibility Test on Activities

This is 2 county responsibiiity 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 respons'bility will be 2 shared responsibiiity petween the Cities and the County. In
accordance with the adopted Citizen Participation Plan, the Cities will conduct @ public hearing in
their respective Cities after public notice. The County will then have 2 gecond public hearing at
the County {evel on the county-wide workplan, after public notice.

Environmental Assessment

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 a8 possible. The County Tudge will
consider the «do nothing” alternative after consultation with the respective Mayors. The County
Judge and Of UCP Staft “will direct all mitigation offorts if necessary. The County Judge will sign
all environmontai assessment reviews and findings. (A County Signatory may be appointed: ucp
Director)

Advertise for Professional Services

This is a County responsibiiity whereby the County will advertise once 2 year for all profossionai
services through 2 statement of quaiiﬁcations process. The County will provide all data
concerning proposed activities and type of services needed. This fist will be sent to all Cities 80
that the Cities may decide on the professmnai gervices 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 Utban County Program staff.
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Selection of Prafessr'onal Services Provider

This is a City and County shared responsibilit , based on the Texas Local Government code and
other applicable- jaws and regulations. County will make sure that the provider js not @
contractor’s debarred list by consulting with the System for Award Management (SAM) website
(wwW.sam.gov), prior 10 recommendation for awarding 2 contractor 10 Hidalgo County

Comm1ssioner‘ s Court.
Execute Professianal Contracts

The City will negotiate the Professional Service Contract, and submit 2 Best and Final Offer
(BAFO) along with Scope of Services, Project Cost Estimate, Certificate of Debarment, CIQ
Form and RS W-9 Form. The County will prepar¢ the Professional Contract Agreement
documents and submit to Hidalgo County Commissioner’s Court for approval of contract. Any
odifications to the County contracts require prior approval of the County Legal Department.
Once approved, the County will forward the contracts 0 the Professional Service provider for
proper signatures, they will returh to the County for the County’s execution and County will issue

Notice t0 Proceed.

Review of Preliminary Drawings

This is a city responsibility.

Selicit Davis-Bacon Wage Rates

This is 2 County responsibility. The County will obtain Wage rates from BUD for specific
projects and will forward wage rates to the respective Cities and the Professional Service Provider
{o include in the bid gpecification packages.

Review and Approval of Final Plans and Speciﬁcations

This is a City responsibility where by the Mayor’s signature will be required on all plans and
speeiﬁcations prior t0 bidding. Final plans should be forwarded o Urban County Program office
prior to bid advertisement for compliance check.

Advertise for Construction Bid

This is 2 County responsibility. The County will advertise for all construction projects and will
instruct bidders a8 to the availability of plans and specs, (10 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 2 County responsibility. County will conduct 2 pre-bid conference if pecessary at the

Urban County program Conference Room, accompamed by the Professional Service Providex 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 10 any bid opening, the County will ascertain as t0

the applicability of the wage rate in the pid documents. Should the wWage rate change all
appropriate engineers will be notified and nstructed to change wage rates.

Accept Construction Bids

This is 2 County purchasing Department responsibiiity. The Hidalgo County purchasing

Department will accept bids as per the conditions set forth in the specxﬁcation pandbook.
Accept and Tabulate Bids

This is 2 County Purchasing Department responsibiiity with an Urban County, City, and
Professional Service Provider representative 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 2 shared responsibiiity. The respective professional Service Provider will research and
review apartment jow bidder’s past performances and their bids. The Urban County program will
research the list of Debarred Contractor’s and make 2 finding in the regard.

Bid Recommendation

This is a City responsibiiity. The respective professional Service provider will recommend the
jowest and most responsible bid to the City- The city will send 2 recommendation to the County.
County will request approvai by Hidalgo County Commissioner’s Court for approvai of contract.

Contract Award

The County upon apprevai by Hidalgo County Commissioner's Court will prepare the contract
documents and forward them 0 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 10 include Insurance, payment and Performance Bonds. Once they receive
four (4) original set of construction contracts they will submit to the County for execution. Any
modifications to the construction contracts requite priof review by Legal Department and

approvai by Hidalgo County Commissioner's Court.
Pre—Construction Conference
The Urban County Program will conduct 3 Pre—construction conference 0 inform the contractor

of the various federal regulations such as Affirmative Action, Section 3 Compliance, and Davis-
Bacon Wage Compliance. The Pre-construction conference will be beld at the Urban County
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Program Conference Room, with the city and professional service provider representatives
present. Onee contracts are signed, County will prepare and issue 8 Notice to proceed.

Document posting ant Construction Signs

This is 2 shared responsibility. The city and professional Service Provider will ensure itself that
the appropriate documents ar¢ posted at the site and that the construction sign is erected.

Construction Activities

Davis-Bacon Compliance

Thisisa 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 recquest for payments.

Periodic Project Inspections

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

Payment Request Approval

This 15 2 shared responsibility. The Professional Service provider will review and sign off on
request for payments and forward REP 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 3 shared responsibility. Professional Service provider will recommend any change orders
after negotiating satd cbange order with the contractor. All change orders must have City’s
approval prior t0 submission to County for review and approval.

Contract Amendment

Thisis a shared responsibility. The City will recommend any contract amendments t0 the County.
County will consider and take appropriate action fo approve or deny the contract amendment if
necessary-

Final Payment Approval

This 1s 2 shared responsibility. The City and professional Service provider will conduct final
project site inspections to ensurc that construction has been completed as Per plans and
speeiﬂcations prior to submitting final request for payment yecommendation to the County.
County will ensure that all applicable jaws 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 guarantec provision of the Community Development Block Grant
(CDBG) program. Section 108 provides communities with a source of financing for economic
development, housing rehabilitation, public facilities, and large-scale physieal development
projects. This makes it on¢ of the most potent and important public investment tools that FIUD
offers to local govemments. It allows them to transform @ small portion of their CDBG funds into
federally guaranteed joans large enough fo pursue physieal and economic revitalization projects
that can renew entire nei hborhoods. Such public investment 1S often needed 10 inspite private
economic activity, providing the initial resources ot simply the confidence that private firms an
individuals may need to invest in distressed areas. Qection 108 loans are not risk-free, however;
local gevemments borrowing funds guaranteed by Section 108 must pledge their current and
future CDBG allocations 10 cover the loan amount as security for the loan.

Regulations governing the Section 108 program may be found at 24 CFR 570, Subpart M, Loan
Guarantees.

Eligible Applicants
Eligible applicants include the following public entities:

. metropolitan cities and urban counties (i.€. CDBG entitleaent recipients);

. nonentitiement communities that are assisted in the gubmission of applications by States
that administer the CDBG prograrh, and

) nonentitlement communities eligible to receive CDBG funds under the HUD-
Administered Small Cities CDBG program (Hawaii). The public entity may be the

borrower of it may designate a public agency as the borrower.
Eligible Activities

Activities eligible for Section 108 financing include:

« economic development activities eligible under CDBG;

. acquisition of real propertys

. rehabilitation of publicly owned real property;

« housing rehabilitation eligible under CDBG;

. construction, reconstruction, OF installation of public facilities (including street, sidewalk,
and other site improvements);

. related relocation, clearance, and site improvements;

« payment of interest on the guaranteed loan and issuance costs of public offerings;

. debtservice reserves;

« public works and site improvements in colonias; and

. in timited circumstances, housing construction as part of community economic

development, Housing Development Grant, of Nehemiah Housing Oppertunity 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 of prevention of stums and blight, of 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 pr'mcipal patances of Section 108 joans

2. State assisted public entities. A nonentitlement public entity may apply for up 0 five

times the latest approved CDBG amount received by ifs State, minus any outstanding
Section 108 commitments and/or principal palances 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 maximuin 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 Qection 108 loans.

Loan Details

gecurity: The principal security for the loan guarante® is a pledge by the applicant public entity
or the State (in the case of 2 nonentitlement public entity) of 1ts current and future CDBG funds.
Additional security will also be required 10 assure repayment of guaranteed obligations. The
additional security requirements will be determined on 2 case-by-case basis, but could inctude

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 amortization t0 match the needs of the project and borrower.
Each annual prineipal amount will have @ separate interest rate associated with it.

Financing Source. Section 108 obligations ar¢ financed through underwritien public offerings-
Financing between public offerings is provided through an interim lending facility established by
HUD.

Interest Rates: {nterest rates on jnterim borrowing are priced at the 3 month London Interbank
Offered (LIBO) rate plus 20 basis points (0.2%)- Permanent financing is pegged to yields on uU.s.
Treasury obligations of similar maturity to the principal amount. A small additional basis point
spread, depending on matority, will be added to the Treasury yield to determine the actual rate.

pefault: To date, there has been no default under Section 108 resulting in 8 repayment by HUD.
In the event of default requiring a payment, HUD would continue 0 make payments o the loan
in accordance with its terms. The source of payments by HUD pursuant t0 its guaraniee 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 {nformation visit www.hud.gov

goutce: hitp:/ ortalhud. oy/hud ortaU‘HUD?src=.' rogram

offices/comm, i i ent/pro; ams/ 108



Exhibit D
CDBG Regulations and Other Program
Requirements

Subpart A—General Provisions

SOURCE: 53 FR 34437, Sept. 0, 1988, unless otherwise noted.

§570.1 Purpose and primaty objective.

(a) This part describes policies and procedures applicable to the following programs authorized under title 1
of the Housing and Community Development Act of 1974, as amended:

(48] Entitlement grants program (subpart D);

2) Nonentitlement Funds: HUD-administered Small Cities and Insular Arca programs (subpart )
(3) State program: State—administered CDBG nonentitiement funds (subpart :

(€))] Special Purpose Grants (subpart E)

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

(6) Loan Guarantecs (subpart M).

(b) Subpatls ACLK and O apply to all programs in paragraph (a) except as modified of limited under
the provisions of these subparts of the applicable program regulations. In the application of the subparts t0
Special Purpose Grants or the Urban Development Action Grant program, the reference t0 funds in the
form of granis in the term «CDBG funds”, 88 defined in § 570.3, shall mean the grant funds under those
programs. The subpatls do not apply to the State program (subpart I} except to the extent expressly referred
to.

(c) The primary objective of the programs authorized under title 1 of the Housing and Community
Development Act of 1974, as amended, 18 described in section 101(¢) of the Act (42 U.sC. 5301(c))-

[53 FR 14437, Sept. 6, 1988, as amended at 56 FR 56126, Oct. 31, 1991; 61 FR 11475, Mar. 20, 1996; 69
FR 32778, June 10, 2004]

§570.3 Definitions.

The terms HUD and Secrelary aré defined in 24 CFR part 3. Al of the following definitions in this section
that rely on data from the United States Bureath of the Census shall rely upon the data available from the
atest decennial census.

Act means title 1 of the Housing and Community Development Act of 1974 as amended (42 U.8.C. 5301 ef
seq.)-

Age of housing means {he number of year-round housing units, a8 furthet defined in section 102¢a)(11) of
the Act.
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Applicant means a State of unit of general local governmerit that makes application pursuant to the
provisions of subpart E, F,GorM.

Buildings for the genem] conduc! of government shall have the meaning provided in section 102(2)2L) of
the Act.

CDBG funds means Community Development Block Grant funds, including funds seceived in the form of
grants under subpart D F,or§ 570.405 of this part, funds awarded under section 108(q) of the Housing and
Community Development Act of 1974, loans guaranteed under subpart M of this parh, urban renewal
surplus grant funds, and program income as defined in § 570.500(2).

Chief executive officer of a State of unit of general local government means the elected official or the
legally designated official, who has the primary responsibility for the conduct of that entity's govemmental
affairs. Examples of the “chief executive officer” of 2 unit of general local government are: the elected
mayor of @ municipalitys the elected county executive of a county; the chairperson of a county commission
or board ina county that has no elected county executive; and the official designated pursuant to law by the

governing pody of a unit of general tocal government.
City means the following:

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

(i) Any unit of general focal govemment that is classified as 2 municipality by the United States Bureau of
fhe Census, of

(ii) Any other unit of generai local govemment that is a town 0f township and that, in the determination of
the Secretary-

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

B)1s closely settled (except that the Gecretary may reduce Of waive this requirement on a case by case
basis for the purposes of the Action Grant program)', and

<) Contains within its poundaries no incorporated places as defined by the United States Bureau of the
Census that have not entered into cooperation agreements with the town of township for a period covering
at lcast 3 years to undertake of assist in the undertaking of essential community development and housing
assistance activities. The determination of eligibility of a town of township 0 qualify as @ city will be based
on information available from the United States Bureau of the Census and jnformation pro\rided by the
fown ot township and its included units of general 1ocal government.

(2) For purposes of Urban Development Action Grant eligibility only, Guam, the Virgin 1slands, American
Samoa, the Commonweaith of the Northem Mariana Islands, tbe counties of Kaual, 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 jn Oklahoma a8 determined by the Secrelary of
the Interior Of in Alaskan Native Villages.

Community Development Financial Institution has the same meaning a8 used in the Community
Development Banking and Financial Institutions Act of 1994 (12 U.S.C. 4701 note)-

Consolidated plan. The plan prepared in accordance with 24 CFR part 91, which describes needs,
[ESOUICES, priorities and proposed activities to be undertaken with respect t© HUD programs, including the
CDBG program: An approved consolidated plan means 2 consolidated plan that has been approved by
HUD in accordance with 24 CFR part 21.
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Discretionaty grant means a grant made from the various Special Purpose Grants in accordance with
subpart E of this part.

Entitlement griotnf means {he amount of funds which 2 metropolitan city is entitled to receive under the
Entitlement grant program, 88 determined by formula set forth in sectiont 106 of the Act.

Extent of growth lag shall have the meaning provided in section 102(a)(12) of the Acl.
Extent of housing overcrowding shall have the meaning provided in section 102(a)(10) of the Act.

Extent of poverty means the number of pexsons whose incomes are below the poverty Jevel based on data
compiled and pu‘blished by the United States Bureau of the Census available from the latest census
referable to the same point of period in time and the latest reports from the Office of Management and
Budget. For purposes of this part, the gecretary has determined that it is neither feasible nor appropriate 10
make adjustments at this time in the computations of “extent of poverty” for regional or arcd yariations in

income and cost of living.
Family refers 10 the definition of “family” in 24 CFR 5.403.

Household means all persons occupying a housing unit. The occupants may be a family, 88 defined in 24
CFR 5.403; two of more families living together; Of any other group of related of unrelated persons who
share living arrangements, regardiess of actual or petceived, sexual orientation, gender identity, OF marital
status.

Income. For the purpose of determining whether a family of household is tow- and moderate-income under
subpart C of this part, grantecs 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(2)
shall use the same definition of income. The option 10 choose & definition does not apply © activities that
qualify under § 570.208(a)(}) (Area benefit activities), except when the recipient carries out 8 gurvey under
8§ 570.208(a)(l)(vi). Activities qualifying under 8§ 570.208(a)(1) generaily must use the ared income data

supplied t0 recipients by HUD. The three definifions are as follows:

(O « pAnnual income” a8 defined under the Section 8 Housing Assisfance Payments program at 24 CFR
813.106 (except that if the CDBG assistanc® 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); OF

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

(A) Wages, salaries, tips, commissions, ¢

(B) Self-empioyment income from own nonfarm business, including proprietorships and partnerships;
(C) Farm self-cmployment income;

D) Interest, dividends, net rental income, OF income from estates or trusts;

E) Social Security of raitroad retirement;

) Suppiemental Securily Income, Aid to Families with Dependent Children, of other public assistance of
public welfare programs;

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

(iii) Adjusted gross income as defined for purposes of reporting under Internal Revenue Service (IRS)
Form 1040 for individual Federal annual income ax purpoOSEs.

(2) Bstimate the annual income of a family or household by projecting {he prevailing rate of income of each
person at {he time assistance is ptovlded for the individual, family, of household (a8 applicable). Estimated
annual income shalt include income from all family of household merabers, as applicable. Tncome or asset
enhancement derived from the CDBG-assisted activity shall not be considered in calculating estimated
annual income.

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

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

Low- and moderate-income person means 4 member of 2 family having an income equal to of less than the
Section 8 low-income fimnit established by HUD. Unrelated individuals will be considered as one-person
families for this purpose.

Low-income household means 2 household having an income equal o of Jess than the Gection 8 very low-
income limit established by HUD.

Low-income persort [means a member of a family that has an income equal 1o Of less than the Section 8 very
low-income ljcnit established by HUD. Unrelated individuals shall be considered as one-person familics for
this purpose.

Metropolitan ared shall have the meaning prov ided in section 102(2)(3) of the Act.

Melropolitan city ghall have the meaning provided in section 102(a)(4) of the Act except that the term
acentral city” 18 replaced by “principal city.”

Microenterprise shall have the meaning provided in section 102(2)(22) of the Act.

Moderate-inconie household means @ household having an income equal to of less than the gection 8 low-
income limit and greater than the Section g very low-income limit, established by HUD.
|

Moderate-income person Mea0s a member of family that has ant income equal to or less than the Section 8
low-income limit and greater than the Section 8 very low-ipcome limit, established by HUD. Unrelated
individuals shall be considered as ane-person families for this purpose.

Nonemitlemem amoun{ Mmeans the amount of funds which is allocated for use in a State's nonentitlement
areas as determined by formula set forth in section 106 of the Act.

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

Population means the total resident population pased on data compiled and publ'lshed by the United States
Bureau of the Census available from the latest census 0T which has been upgtaded by the Burea to reflect
the changes resulting from the Boundary and Annexation Survey, new incorporations and consolidations of
governments pursuant to § 570.4, and which reflects, where applicable, changes resulting from the Bureau's
latest population determination through its estimating technique using natural changes (birth and death) and
net migration, and is referable to the game point of 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 Us.C 631, 636, 637).

State shall have the meaning provided in section 102(a)(2) of the Act.
Unit of general Jocal government shall have the meaning provided in section 102(a)(1) of the Act.

Urban county chall 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 population contains the required percentage
of low- and moderate-income persons by identifying the number of persons that resided in applicable arcas
and units of general local government based on data from the most recent decennial census, and using
income limits that would have applied for the year in which that census was taken.

Urban Development Action Grant (UDAG) means 2 grant made by the Secretary pursuant to section 119 of
the Act and subpart G of this part.

[53 FR 34437, Sept. 6, 1088, 53 FR 41330, Oct. 21, 1988, as amended at 56 FR 56126, Oct. 31, 1991; 60
TR 1915, 1943, Jan. 5, 1995; 60 FR 56909, Nov. 9, 1993; o1 FR 5200, Feb. 9, 1996; 61 FR 11475, Mar. 20,
1996, 61 FR 18674, Apr. 29, 1996 68 FR 69582, Dec. 12, 2003 69 FR 32778, June 10, 2004: 77 FR 3675,

Feb. 3, 2012}

§570.4 Allocation of ‘funds.

(a) The determination of eligibility of units of general focal government to receive entitlement grants, the
entitlement amounts, the aflocation of appropriated funds to States for use in nonentitlement areas the
reallocation of funds, the allocation of appropnaled funds to insular areas, and the atlocation of
appropriated funds for discretionary grants under the Secretary's Fund shall be governed by the policies and
procedures described in sections 106 and 107 of the Act, 88 appropriate.

) The definitions in § 570.3 shall govern in applying the policics and procedures described in gections
106 and 107 of the Act. -

(c) In determining eligibility for entitlement and in allocating funds under section 106 of the Act for any
federal fiscal year, BUD will recognize corporate status and geographical boundaries and the status of
metropolitan areas and principal cities effective as of July 1 preceding such federal fiscal year, subject 10
the following limitations:

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

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

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

(d) In determining whether a county qualifies as an urban county, and in computing entitlement amounts
for urban counties, the demographic values of population, poverty, housing overcrowding, and age of
housing of any Indian tribes located within the county shall be excluded. In allocating amounts to States for
use in nonenlitlement areas, the demographic values of population, poverty, housing overcrowding and age
of housing of alt Indian tribes jocated in all non-entitled areas ¢hall be excluded. 1t is recognized that all
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such data on Indian tribes are not generally available from the United States Bureau of the Census and that
missing portions of data will have t© be estimated. In accomplishing any such estimates the Secretary may
use such other related information available from reputable SOUrCes as may seem approptiate, regardless of
the data's point or period of time and shall use the best judgement possible in adjusting such data to reflect
the same point of period of time as the overall data from which the Indian tribes are being deducted, so that
such deduction shall not create an imbatance with those overall data.

(¢) Amounts remaining after closeout of a grant which are required to be refurned to HUD under the
provisions of § 570.509, Grant closeout procedures, shall be considered as funds available for reallocation
unless the appropriation under which the funds were provided 10 the Department has lapsed.

[53FR 34437, Sept. 6, 1988, as amended at 68 FR 69582, Dec. 12, 2003; 69 FR 327778, June 10, 2004]

§570.5 Waivers.

HUD's authority for the waiver of regulations and for the suspension of requirements t0 address damage in
a Presidentially declared disaster ared is described in 24 CFR past 3 and in section 122 of the Act,
respectively.

[61 ER 11476, Mar. 20, 1996}
Subpart B [Reserved]

Subpart C—Eligible Activities

SOURCE: 53 FR 14439, Sept. 6, 1988, unless otherwise noted.

§570.200 General policies.

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

(1) Compliance with section 103 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 t0 give maximum feasible priority © activities which
will carry out one of the national objectives of benefit to low- and moderate-income families or aid in the
prevention or elimination of shums of blight. The projected use of funds may also include activities that the
recipient certifies are designed to meet other community development needs having & particulat urgency
because existing conditions pose a serious and jmmediate threat to the health or welfare of the comnwunity
where other financial resources are not available to meet such needs. Consistent with the foregoing, each
recipient under the EBntitlement of HUD—administered Sall Cities programs, and each recipient of insular
area funds under section 106 of the Acl must ensure and maintain evidence Lhat 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 on¢ 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 objective, entitlement recipients, non-entitlement CDBG grantees in
Hawaii, and recipients of insular area funds under section 106 of the Act must ensur¢ that, over a period of
lime specified in their certification not to exceed three years, not less than 70 percent of the aggregate of
CDBG fund expenditurcs shall be for activities meeting the criteria under § 570,208(a) of under
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§ 570.208(d)(5) oF (6) for penefiting low- and moderate-income persons. For grants under section 107 of
the Act, insular area recipients must meet this requirement for each separate grant. S¢e § 5’!0.420((1)(3) for
additional discussion of the primary objective requirement for insular arcas funded under section 106 of the
The requirements for the HUD-administered gmall Cities program in New vork are 8t

8§ 570.420(d)(2)- In determining the percentage of funds expended for such act ivities:

(i) Cost of administration and planning eligible under § 570.205 and § 570.206 will be assumed 0 benefit
fow and moderate income persons in the same proportion a8 the remainder of the CDBG funds and,
accordingly ghall be excluded from {he calculation;

(ii) Funds deducted by HUD for repayment of urban rencwal temporary loans pursuant 10 § 570.802(b)
shall be excluded;

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

(iv) Funds expended for the acquisition, new construction of rehabilitation of property for housing that
qualifies under §S’J’0.208(a)(3) shall be counted for this purpose but shall be limited to an amount
determined by multiplying the total cost (including CDBG and non-CDBG costs) of the acquisition,

construction or rehabilitation by the percent of units m such housing 10 be occupied by low and moderate
income persons.

(v) Funds expended for any other activities qualifying under § 570.208(3) shall be counted for this purpose
in their entirety.

G Compliance with environmental review procedures. The environmenlal review procedures get forth at
24 CFR part 58 must be completed for each activity (ot project 35 defined in 24 CFR part 58), a8
applicable.

(5) Cost principfes. Costs incurred, whether charged on @ direct ot an indirect basis, must be in
conformance with 2 CFR PART 200 1Al items of cost listed in Autachment B of these Circulars that
require prior Federal agency approva‘. are allowable without priof 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 undes this subpart C, except for the following:

| These circulars ar¢ available from the American Communities Center by calling the following toll-free
numbers: (800) 998-9999 or (800) 483-2209 (TDD).

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

(i) Fines and penalties (includ'mg punitive damages) are unallowable costs to the CDBG program.
(iii) Pre-award costs 21¢ limited to those authorized under paragraph () of this section.
()] Special policies governing facilities. The following special policies apply ot

(1) Facilities containing both eligible and ineligible #ses- A public facility otherwise cligible for assislance

under the CDBG program may be provided with CDBG funds even if it is past of a multiple use puilding
containing ineligible uses, if:

() The facility which is otherwise eligible and proposed for assistance will occupy 2 designated and
discrete area within the larget facility; and

28



(i) The recipient cant determine the costs atiributable to the facility proposed for assistance a8 separate and
distinct from the overall costs of the multiple-use building and/or facility.

Allowable costs are limited to those attributable t0 the eligible portion of the building OF facility.

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

(c) Special assessments under the CDBG program. The following policies relate to gpecial assessments
under the CDBG progrant.

{Y) Definition of special assessment. The term sgpecial assessment” means the recovery of the capital costs
of a public improvement, such as streets, water or sewer lines, curbs, and gutters, through a fee of charge
levied of filed as a lien against & parcel of real estate as @ direct result of benefit derived from the
installation of 2 public jmprovement, OF a one-time charge made as @ condition of access to a public
improvement. This texrm does not relate fo taxes, or the establishment of the value of real estate for the
purpose of levying real estate, property, of ad valorem taxes, and does not include periodic charges based
on the use of 8 public jmprovement, such as water of sewer user charges, even if such charges include the
recovery of all of some portion of the capital costs of the public improvement.

) Special assessments 10 recover capital cos!s. Where CDBG funds arc used to pay all or part of the cost
of a public improvement, special assessmenis may be imposed as follows:

i) Special agsessments 10 recover the CDBG funds may be made only against properlies owned and
ocoupied by persons not of low and moderate income. Such assessments constitute program income.

(ii) Special agsessments 10 recover ihe non-CDBG pottion may be made provided that CDBG funds are
ased to pay the special agsessment in behalf of all properties owned and occupicd by low and moderate
income persons; except that CDBG funds need not be used to pay the special assessments i behalf of
propctties owned and occupied by moderate income persons if the grant recipient certifies that it does not
have sufficient CDBG funds to p3¥ the assessments in behalf of all of the low and moderate income owner-

occupant persons- Funds collected through such special agsessments arc not program income.

(3) Public {mprovements not initiafly assisted with CDBG funds. The payment of special assessments with
CDBG funds constitutes CDBG assistance to the public jmprovement. Therefore, CDBG funds may be
used to pay special aggessments prov ided:

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

(i) The installation of the public improvement meets a criterion for national objectives in§ 570.208(a)(1),
(b}, or () and

(iii) The requirements of § 5'70.200(0)(2)@'1) are met.

(D Consultant activities. Consulting gervices 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 consultants is govemed by the following:

m Employer—employee type of relationship. NO person providing consulitant services in an employer-
employee type of refationship shall receive more than 2 reasonable raté of compensation for personal
services paid with CDBG funds. In no event, howevet, shall such compensation exceed the equivalent of
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the daily rate paid for Level 1V of the Execulive Schedule. Such services ghall be evidenced by written
agreements between the partics which detail the responsibilities, standards, and compensation.

2) Independent contractor relationship. Consultant services provided under an independent contractor
relationship are govemed by the procurement requirements in 24 CFR 8536, and are not subject to the
compensation limitation of Level IV of the Executive Schedule.

(e) Recipient determinations required as @ condition of eligibility. In several instances under this subpart,
the eligibility of an activity depends on 2 special local determination. Recipients shall maintain
documentation of all such determinations. A written Jetermination is required for any activity caried out
under the authority of §% 570.201(D, 570.201(1)(2), 570.201(p) 570.201(®). 570.202(b)(3)» 570.206(D),
570.209, 570.210, and 570.309.

(f) Means of carrying out eligible qetivities. (1) Activities cligible under this subpart, other than those
authorized undes § 570.204(a), may pe undertaken, subject 10 local law:

(i) By the recipient through:

{A)1ts employees, OF

(B) Procurement contracts govemed by the requirements of 24 CFR $5.36; or

(i) Through loans of grants under agreements with subrecipients, a8 defined at § 570.500(c); OF

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

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

() Limitation on planning and administrative costs. No more than 20 percent of the sum of a0y grant, plus
program income, shail be expended for planning and program administrative COStS, as defined in
§8 570.205 and 5077.206, tespectively. 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 u0 greater than 20 percent of the sum of its
entitlement 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.

(m Reimbursement Jor pre—award costs. The effective date of the grant agreement is the program year statt
date or the datc that the consolidated plan is received bY HUD, whichever is later. For 2 Section 108 loan
guarantee, the effective date of the grant agreement is the date of HUD execution of the grant agreement
amendment for the particular joan guarantee comnitment.

(1) Prior to the effective date of the grant agreement, a recipient may jncur costs or may authorize a
gubrecipient to ipcur costs, and then after the effective date of the grant agreement pay for those costs using
its CDBG funds, provided that:

(i) The activity for which the costs are being incurred is included, prior 10 the costs being incurred, in @
consolidated plan action plan, a1 amended consolidated plan action plan, or an application under subpart M
of this part, except that a new entitlement grantee preparing t0 receive its first allocation of CDBG funds
may incuf COSts necessary o develop its consolidated plan and undertake other administrative actions
necessary 1o receive its first grant, prior t0 the costs being included in its consolidated plan;

(i) Citizens are advised of the extent to which these pre-award costs will affect future grants;
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(iii) The costs and activities fanded are in compliance with the requirements of this part and with the
Environmental Review Procedures stated in 24 CFR part 58,

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

(v) CDBG payment will be made during a time 0O jonger than the next two program years following the
cffective date of the prant agreement of amendment in which the activity is first included; and

(vi) The totat amount of pre—award costs to be paid during any program year pursuant (0 this provision is no
more than the greater of 25 percent of the amount of the grant made for that year of $300,000.

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

(i) Whether granting the authority would result in 3 significant contribution t0 the goals and purposes of the
CDBG program;

(ii) Whether failure t0 grant the authority would result in undue hardship 10 the recipient of bencficiaries of
the activity;

(iid) Whether granting the avthority would not result in a violation of 2 statutory provision of any other
regulatory provision; :

(V) Whether circumstances are clearly peyond the recipient's control; of
(v) Any other relevant considerations.

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

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

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

() Faith-based activities. (1) Organizations that are religious of faith-based are eligible, on the same basis
as any other organization, 10 participate in the CDBG program. Neither the Federal government nor a State
or local government recciving funds under CDBG programs ghall discriminate against an organization on
the basis of the organization's religious character Of affiliation. :

[PA) Organizalions that are directly funded under the CDBG program may not engage in inherently religious
activities, such as worship, religious instruction, OF proselytization, as part of the programs Of gervices
funded under this part. If an organization conducts such activities, the activities mwust be offered separately,
in time orf location, from the programs Of services funded under this part, and participation must be
yoluntary for the beneficiarics of the HUD-funded programs of services.

A religious organization that participales in the CDBG program will retain its independence from
Federal, State, and local governments, and may continue to carry out It mission, including the definition,
pract'rce,-and expression of its religious beliefs, provided that it does not use direct CDBG funds to support
any inherently religious activities, such as worship, religious instruction, of proselytization. Among other
things, faith-based organizations may use 3pace in their facilities to provide CDBG-funded services,

without removing religious art, icons, scriptuxes, of other religious symbols. In addition, 3 CDBG-funded
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religious organization retains its authority over its internal governance, and it may retain religious terms in
its organization's name, select its board members on a religious basis, and include religious references in its
organization's mission statements and other governing documents.

(4) An organization that participates in the CDBG program shall not, in providing program assistance,
discriminate against a program beneficiary or prospective program beneficiary on (he 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 structuges arc used for inherently religious activities. CDBG funds may be used for the
acquisition, construclion, of 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 activilies, CDBG funds may not exceed the cost of those pottions of the acquisition, construction,
or rehabilitation that are attributable to eligible activities in accordance with the cost accounting
requirernents applicable to CDBG funds in this part. Sanctuaries, chapels, of other rooms that a CDBG-
funded religious congregation uses as its principal place of worship, however, ar¢ ineligible for CDBG-
funded improvements. Disposition of real property after the term of the grant, of any change in use of the
property during the term of the grant, is subject to government-wide regulations governing real property
disposition ( see 24 CFR parts 84 and 85). ‘

(6) 1f a State or jocal government voluntarily contributcs its own funds to supplement federally funded
activities, the State of local governiment has the option to segregate the Federal funds or commingle them.
However, if the funds are commingled, this section applies to all of the 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 funds may be used for the following activities:

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

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

(c} Public Jacilities and improvements. Acquisition, construction, reconstruction, rehabilitation or
installation of public facilities and improvements, except as provided in § 570.207(a), carried out by the
recipient or other public or private nonprofit entities. {However, activities under this paragraph may be
directed to the removal of material and architectural barriers that restrict the mobility and accessibility of
elderly or severely disabled persons to public facilities and improvemetts, including those provided for in
§ 570.207(a)(1}.) In undertaking such activities, design features and improvements 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 waler and fountains, and
other works of art. Facilities designed for use in providing shelter for persons having special neceds are
considered public facilitics and not subject to the prohibition of new housing construction 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 ot parolees; group
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homes for mentally retarded persons and temporary housing for disaster vietims. In certain cases, nonprofit
entities and gubrecipients including those speciﬁed in§ 570,204 may acquire title t0 public facilitics. When
such facilities are owned by nonprofit entities OF subrecipients, they shall be operated 50 88 to be open for
use by the general public during all normal hours of operation. Public facilities and improvements eligible
for assistance under this paragraph are subject t0 the policies in§ 570.200(b).

(d) Clearance and remediation aciivities. Clearance, demolition, and removal of buildings and
improvements, including movement of structures 1o other sites and remediation of known Of suspected
environmental contamination. Demolition of HUD-assisted of HUD-owned housing units may be
undertaken only with the prior approval of HUD. Remediation may include project—speciﬁc environmental
agsessment costs not otherwise eligible under § 570.205.

(e) Public services. Provision of public services (including fabor, supplies, and materials) including but not
limited to those concerned with employment, crime prevention, child care, health, drug abuse, education,
fair housing counseling, energy conservation, welfare (but excluding the provision of income payments
identified under § 570.207(!:)(4)). homebuyer down payment agsistance, Of recreational needs. To be
eligible for CDBG assistance, 2 public service must be either a new service or a quantiﬂable increase in the
jevel 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 of received by the unit from the State in which it is jocated)
in the 12 calendar months beforé the submission of the action plan. (An exception 0 ihis requirement may
be made if HUD determines that any decrease in the level of 2 service was the cesult of events not within
the control of the unit of general local govemment.) The amount of CDBG funds used for public gervices

shall not exceed paragraphs (e)(Vyor (2) of this section, a8 applicable:

(1) The amount of CDBG funds used for public services shall not exceed 13 percent of each grant, except
that for entitlement grants made under subpart D of this part, the amount shall 1ot exceed 15 pexcent of the
grant plus 15 percent of program income, as defined in § 570.500(a)- For entiflement grants under subpart
D of this patt, compliance is based on limiting the amount of CDBG funds obligated for public service
activities in cach program yecar to an amount 1o greater than 15 percent of the entitlement grant made for
that program year plus 15 percent of the program income received during the grantee's immediately
preceding pro gram year.

QA recipient which obligated more CDBG funds for public gervices than 15 percent of its grant funded
from Federal fiscal year 1982 or 1983 appropriations {excluding program income and any agsistance
received under Public Law 9g-8), may obligate more CDBG funds than allowable under paragraph (B of

this section, $0 long as the total amount obligated in any program year does not exceed:

(i) For an entitlement grantec, 15% of the program income it received during {he preceding program yean
plus

(i A portion of the grant received for the program year which is the highest of the following amonnts:

() The amount determined by applying the percentag® of the grant it obligated for public services in the
1982 program year against the grant for its current program year;

(B) The amount determined by applying the percentage of the prant it obligated for public gervices in the

1983 program year against the grant for jts current program year;
(C) The amount of funds it obligated for public services in the 1982 program year; Of,
(D) The amount of funds it obligated for public services in the {983 program year-
f) Interim assistance. (i) The following activities may be undertaken oD an interim basis in areas
exhibiting objectively determinable signs of physical deterioration where the recipicnt has determined that

jmmediate action is necessary to arrest the deterioration and that permanent jmprovements will be carried
out as soon as practicable:
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(i) The repairing of streets, sidewalks, parks, piaygrounds, publicly owned utilities, and public buildings;
and

(i) The execution of special garbagé, trash, and debris removal, including noighborhood cleanup
campaigns, but not the regular curbside coMection of garbage 0f trash in an area.

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

(i) The activities specified in paragraph Hy of this section, except. for the repair of parks and
playgrounds;

(ii) The clearance of streets, including snow removal and similar activities, and
(iii) The jmprovement of private propertics.

(3) All activities authorized undet paragraph H2) of this section are limited to the extent necessary to
alleviate emergency conditions.

(g) Payment of non-F ederal share. Payment of the non-Federal share required it connection with a Federal
grant-in—aid program undertaken as part of CDBG activities, provided, that such payment shall be timited t©
activities otherwise eligible and in compliance with applicable requirements under this subpart.

(h) Urban renewal completion. payment of the cost of completing an urban renewal project funded under
title 1 of the Housing Act of 1949 as amended. Further information regarding the eligibility of such costs is
set forth in § 570.801.

) Relocation. Relocation payments and other assistance for permanentiy and temporatily relocated
individuals families, businesses nonprofit organizations, and farm operations where the assistance is (1)
required under the provisions of § 570.606 (b) or (e); or A determined by the grantee 10 be appropriate
under the provisions of § 570.606(d)-

(i) Loss of rental income. Payments 10 housing owners for losses of rental income incurred in holding, for
temporary periods, housing, uniis to be used for the relocation of individuals and families displaced by
program activities assisted under this part.

k) Housing services. Housing gervices, as provided in section 105(a)(21) of the Act (42 us.C
5305(a)(21))-

m Privately owned utilities. CDBG funds may be used to acquire, construct, reconstruct, rehabilitate, of
install the distribution lines and facilities of privately owned utilities, including the placing underground of
new or existing distribution facilities and lines.

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

(m) Homeownership gssistance. CDBG funds may be used to provide direct homeownership assistance t0
low--0f moderate-income households in accordance with section 105(a) of the Act,

(oX(1) The provision of assistance gither through the recipient directly of through public and private
organizations, agencies, and other subrecipients ('mciuding nonprofit and for-profit subrecipients) to
facilitate economic development by:
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i) Providiog credit, including, but not limited 105 grants, loans, load guarantees, and other forms of
financial support, for the establishment, stabilization, and expansion of microenterprises;

(1) Providing technical assistance, advice, and business support services 10 ovmers of microenterprises and
persons developing mieroenterprises; and

(iif) Providing peneral suppoit, including, but not limited 0, peer support programs, counseling child care,

transportation, and other gimilar services, 10 owners of mieroenterprises and persons developing
mioroenterprises.

) Services provided this paragraph (0) shall not be subject t0 {he restrictions on public gervices contained
in paragraph (e) of this section.

(3) For puIposes of this paragraph (o), “persons developing microenterprises" means such persons who
have expressed interest and who aze, Of after an initial screening process are expected to be, actively
working toward developing busingsses, each of which is expected 10 be a microenterprise at the time it is
formed.

6] Assistance under this paragraph (o) may also include training, technical assistance, Of other support
gervices 10 increase the capacity of the recipient Of subrecipient 10 carry out fhe activities under this
paragraph (o)

P Technical assistance. provision of technical assistance 0 public of ponprofit entities 0 increase fhe
capacity of such entities to carry out eligible neighborhood revitalization oF ecONOMIC evelopment
activities. (The recipient must determing, prior 10 the provision of the assistance, that the activity for which
it is attempting t0 build capacity would be eligible for assistance under this subpart C, and that the national
objective claimed by the granice for this assistance can reasonably be expected 10 be met once the entity
has received the technical assistance and undertakes the activity-) Capacity building for private of public

entities (including grantees) for other purposes may be eligible under § 570.205.

() Assistance {0 instituiions of higher education. Provision of assistance by the recipient 10 ipstitutions of

higher education when the grantee determines that such an institution has demonstrated a capacity @ cary
out eligible aclivitics under this subpart C.

(53 FR 44439, Sept. 6, 1988, as amended at 53 FR 11239, Aug. 17, 1988; 55 FR 29308, July 18, 1990 57
FR 27119, June 17, 1992; 60 FR 1943, Yan. 5, 1995 60 FR 56911, Nov. 9, 1995; 61 FR 18674, Apr- 29,
1996; 65 FR 70215, Nov. 21,2000, 67 FR 47213, Juiy 17, 2002; TL FR 30034, May 24, 2006}

§ 570.202 Eligible rehabilitation and preservation activities.

(a) Types of buildings and improvements eligible for rehabilitation assistance. CDBG funds may e uscd to
finance the rehabilitation of:

(1) Privately owned puildings and improvements for residential purposes; improvements toa sirrgle-famiiy
residential property which is aiso used as @ place of business, which are required in order to operate the
business, peed not be considered t0 be rehabilitation of a commercial of industrial building, if the
improvements also provide general penefit to the residential occupants of the building;

) Low-income public housing and other publicly owned residential buildings and improvements;

3) publicly of privateiy owned comrneroiai or industrial buildings, except that the rehabilitation of such
puildings owned by @ private for-profit business i limited to improvement to the exteriof of the building,
abatement of asbestos hazards, jcad-based paint hazard evaluation and reduction, and the correction of code

violations;
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{4 Nonproﬁt—owned ponresidential puildings and jmprovements not eligible under § 570.201(c); and
(5) Manufactured housing when guch housing constitutes part of the community's permanent housing stock.

(b) Types of assistance. CDBG funds may be used to finance the following types of rehabilitation activities,
and related costs, either singly, of in combination, through the use of grants, 0ans, loan guarantecs, interest
supplements, Of other means for puildings and improvements described in paragraph (a) of this section,

except that rehabilitation of commercial or industrial buildings is Jimited as described in paragtaph (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 propetties, for use or resale for residential
purposes;

(2) Labor, materials, and other costs of rehabilitation of properties, 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 locks, and renovation
through alterations, additions to, of enhancement of existing structures and improvements, abatement of
asbestos hazards (and other contaminants) in buildings and improvements that may be undertaken singly, of
in combination;

(3) Loans for refinancing existing indebtedness gecured by a property being rehabilitated with CDBG funds
if such financing is determined by the recipient to be necessary of appropriate 10 achieve the locality's
community development objectives;

@ mprovements to increase the efficient use of enersy in structures through such means as installation of
storm windows and doors, siding, wall and atfic insulation, and conversion, modification, of rcpiacement of

heating and cooling equipment, including the use of solar encIgy equipment;

(5) Improvements to increase the efficient usc of water through such means as water savings faucets and
shower heads and repair of water leaks;

(6) Connection of residential structures to water distribution lines OF local sewer collection lines;
(1) For rehabilitation carried out with CDBG funds, costs of.

() Initial homeowner warranty preminms;

(i) Hazard insprance premivms, except where assistance is provided in the form of grant; and

{iii) Flood insurance premiums for properties covered by the Flood Disaster Protection Act of 1973,
pursuant 0 § 570.605.

(8) Costs of acquiring tools to be lent to owners, lenants, and others who will use such tools to carry out
rehabilitation;

9 Rehabilitation services, such as rehabilitation counseling, €nergy auditing, preparation of work
speciﬂcalions, loan processing, inspections, and ofther services related to assisting owners, tenants,
contractors, and other entities, participating or secking to participate in rehabilitation activities authorized
under this section, under section 312 of the Housing Act of 1964, as amended, under section 810 of the Act,
or under section 17 of the United States Housing Act of 1937,

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

(c) Code enforcemeitl- Costs incurred for inspection for code violations and enforcement of codes (&8
salaries and related expenses of code enforcement inspectors and legal proceedings, but not including the
cost of correcting the violations) in deteriorating of deteriorated areas when such enforcement together with
public of private jmprovements, rehabilitation, of services to be provided may be expected 10 arrest the
dectine of the arca.

(d) Historic preserva!ion. CDBG funds may be used for the rehabilitation, preservation or restoration of
historic properties, whether publicly of privately owned. Historic properties are those sites of structures that
are either listed in oF eligible to be listed in the National Register of Historic Places, listed in a State of
jocal inventory of historic places, or designated s 2 State OF focal landmark of historic district by
appropriate law or ordipance- Historic preservation, however, is not authorized for buildings for the general

conduct of government.

(e} Renovalion of closed buildings. CDBG funds may be used 10 renovate closed buildings, such as closed
school puildings, for use as an eligible public facility or to rehabilitate such buildings for housing.

(63 Lead-based paint activities. Lead-based paint activities pursuant to § 570.608.

[53 FR 14439, Sept. 6, 1988; 53 FR 41330, Oct. 21, 1988, a8 amended at 60 FR 1944, Jan. 5, 1995; 60 FR
56911, Nov. 9, 1995; 64 FR 50225, Sept. 15, 199% 71 FR 30035, May 24, 2006]

§ 570.203 Special economic development activities.

A recipient may us® CDBG funds for special gconomic development activities in addition to other activities
authorized in this subpart that may be carried out as part of an ¢conomic development project. Guidelines
for selecting activities 1o assist under this paragraph are provided at § 570.209. The recipient must ensure
that the appropriate level of public penefit will be derived pursuant to those guidelines before obligating
funds under this authority. Special activities authorized under this scction do not include assistance for the
construction of new housing. ctivities eligible under this section may include costs associated with

project—speciﬁc assessment 0T remediation of known of suspected environmental contamination. Special
economic development activities include:

(a) The acquisition, construction, reconstruction, rehabilitation of installation of commescial of industrial
buildings, struchuires, and other real property equipment and improvements, including railroad spurs OF
similar extensions. Such activities may be carried oul by the recipient of public of private nonprofit
subrecipients.

() The provision of assistance 10 2 private for-profit business, including, but not limited 10, grants, loans,
loan guarantees, interest supplements, technical assistance, and other forms of support, for any activity
where the assistance 1S appropriate to carry out an economic development project, excluding those
described as ineligible 1n § 570.207(a). In selecting businesses to assist under this authority, the recipient

ghall minimize, t© the extent praeticable, disptacement of existing businesses and jobs in neighborhoods.

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

[S3FR 14439, Sept. 6, 1988, as amended at 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 (CBDOs).

() Eligible activities. The recipient may provide CDBG funds as grants or loans to any CBDO qualified
under this section t0 carry out 4 neighborhood revitalization, community economic development, of enetgy
conservation project. The funded project activities may include those fisted as eligible under this subpart,
and, except as described in paragraph (b) of this section, activities niot otherwise listed as eligible under this
subpart. For purposes of qualifying as 2 project under paragraphs (a)(1), {a¥(2), and (2)(3) of this section,

the funded activity of activities may be considered cither alone or in concert with other project activities
either being carried out or for which funding has been committed. For purposes of this section:

1) Neighborhood revitalization project includes activities of sufficient size and scope to have an impact ot
the decline of a geographic Jocation within the jurisdiction of a unit of general local government {(but not
the entire jurisdiction) designated in comprehensive plans, ordinances, Of other local documents as &

neighborhood, village, of similar geographical designation; of the entite jurisdiction of a unit of general
local government which is under 25,000 popuiation;

@ Community gconomic development project includes activities that increase economic opportunity,
principally for persons of low- and moderate-income, ot that stimulate of retain businesses of permanent
jobs, including projects that include one of more such activities that are clearly needed to address a lack of
affordable housing accessible to existing of planned jobs and those activities specified at 24 CFR
91.1(a)(1){ib); activities under this paragraph may include cosls associated with project-spcciﬁc assessment
or remediation of known of suspected environmental contamination;

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

(4) To cary out a project means that the CBDO undertakes the funded activities directly of through
contract with an entity other than the grantee, oOF through the provision of financial assistance for activities

in which it retains a direct and controlling involvement and responsibiiities.

(b) Ineligible aclivities. Notwithstanding that CBDOs may catry out activities that are not otherwise
cligible under this subpatt, this section does not authorize:

(1) Carrying out an activity described as ineligible in § 570.207(a);
(2) Carrying out public services that do not mect the requirements of § 570.201(8); except that.

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

(ii) Services of any type carried out under this section pursuant to a sirategy approved by HUD under the
provisions of 24 CFR 91.215(e) shall not be subject t© the limitations in § 570.201(eX1) or (2), as
applicabie;

()] Providing assistance to activities that would otherwise be eligible under § 570.203 {hat do not meet the
requirements of § 570.209; or

(4) Carrying out an activity that would otherwise be eligible under § 570,205 or § 570.206, but that would
result in the recipient’s exceeding the spending limitation in § 570.200(g).

(c) Eligible CBDOs. (D A CBDO qualifying under this section is an organization which has the following
charactetistics:
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()Isan association oF corporation organized under State of local law to engage in corumunity development
activities (which may include housing and economic development activities) primariiy within an identified
geographic arca of operation within the jurisdiction of the recipient, Of in the case of an urban county, the
jurisdiction of the county; and

(ii) Has as its primary purpose the improvement of the physical, cconomic of gocial environment of its
geographic area of operation by addressing one ©f mote critical problems of the arca, with particular
attention to the needs of persons of low and moderate income; and

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

(av) Maintains at jeast 51 percent of its govemning body's membership for low- and moderate-income
residents of its geographic area of operation, owrers of senior officers of private establishments and othet
institutions jocated in and serving its geographic area of operation, OF representatives of low- and moderafe-
income neigh'oorhood organizations located in its geographic area of operation; i

(v) Is not an agency of 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 OF officials of an ineligible entity (event though such persons may be otherwise quaiitied under

paragraph (V) of this section); and

(vi) Except as otherwise authorized in paragraph ()(IXY) of this section, requires the members of its
governing pody to be nominated and approved by the genetal membership of the organization, OF by its
permanent governing body; and

(vii) Is not subject to requirements under which its assets revert 10 the recipient upon dissolution; and
(viii) Is free to contract for goods and services from yendors of its owB choosing.

() A CBDO that does not meet the criteria in paragraph (o)1) of this section may also qualify as an
eligible cntity under this section I it meets one of the following requirements:

(i) Is an entity organized pursuant {0 section 301(d) of the Small Pusiness nvestment Act of 1958 (15
U.8.C. 681(d), including those which are profit making; OF

(ii) Is an SBA approved gection 501 State Development Company Of Section 502 Local Development
Company, Or an SBA Ceriified Section 503 Company under the Small Business Investment Act of 1958, as
amended; of

(i) 1s & Community Housing Development Organization (CHDO) under 24 CFR 92.2, designated as 2
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 or is
expected to receive HOME funds as described in and documented in accordance with 24 CFR 92.300(¢).

MA CBDO that does not qualify under paragraph ©)(1)or (2) of this section may also be determined 10
qualify as an eligible entity under this section if the recipient demonstrates 10 the satisfaction of HUD,
through the provision of information regarding the organization‘s charter and by-laws, that the organization
is sufficiently similar in purpose, function, and scope to those entities qualifying under paragraph (e)(1) or
(2) of this section.

[60 FR 1944, Jan. 5, 1995, as amended at 71 FR 30035, May 24, 2006]
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§570.205 Eligible planning, urban environmental design and policy-
planning—management—capacity puilding activities.

(a) Planning activities which consist of all costs of data gathering, studies, analysis, and preparation of
plans and the identification of actions that will implement such plans, including, but not limiled to:

(1) Comprehénsive plans;

2) Community development plans;

€)] Functional plans, in areas such as:

(i) Housing, including the development ofa consolidated plan;
(ji) Land use and urban environmental design;

(iii) Economic development;

(iv) Open space and recreatiomn;

(v) Energy use and conservation;

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

'

(vii) Transportation;

(viii) Utilities; and

(ix) Historic preservation.

{4) Other plans and studies such as:

(i) Small area and neighborhood plans;

(ii) Capital improvements programs;
(iii) Ind ividual project plans (but excluding engineering and design costs related to a specific activity which
are eligible as part of the cost of such activity under §§ 5'70.201-570.204)',

(iv) The reasonable costs of general environmental, urban environmental design and historic preservation
studies; and general environmental assessment- and rcmediation-oriented planning related to properties
with known or suspected environmental contamination, However, costs necessary 10 comply with 24 CFR
part 58, including project specific environmental assessments and clearances for activities cligible for
agsistance under this part, are eligible as part of the 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

congidered planning costs for the purposes of § 570.200(g):

V) Strategies and action programs to implement plans, inciuding the development of codes, ordinances and
regulations;
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(i) Support of clearinghouse functions, such as those specified in Executive Order 12372; and

(vii) Analysis of impediments to fair housing choice.

{viii) Developing an inventory of properties with kgown or suspected environmental contamination.

(5) [Reserved]

(6) Policy-—planning——management——capacity building activities which will cnable the recipient to:

(1) Determine ils needs;

(2) Set long-term goals and shori-term objectives, including those related to utban environmental design;
(3) Devise programs and activities to meet these goals and objectives;

(4) Evaluate the progress of such programs and activities in accomplishing these goals and objectives; and

(5) Carry out management, coordination and monitoring of activities necessary for effective planning
implemcntation, but excluding the costs necessary {0 implement such plans.

[53 FR 14439, Sept. 6, 1988, a5 amended at 56 FR 56127, Oct. 31, 1991, 60 FR 1915, Jan. 5, 1995} 71 FR
30035, May 24, 2006]

§5 70.206 Program administrative costs.

Payment of reasonable administrative costs and carrying charges related to the planning and execution of
community development activities assisted in whole of in part with funds provided under this part and,
where applicable, housing activities (desctibed in paragraph (g) of this section) covered in the recipient's
housing assistance plan. Thig does not include staff and overhead COStS directly related to carrying out
activities eligible under § 570.201 through § 570.204, since {hose costs are eligible 2s part of such

activities.

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

(1 Salaries, wages, and related costs of the recipient's staff, the staff of local public agencies, Of other staff
engaged in program administration. In charging costs 10 this category the recipient may either include the
entire salary, WAages and related costs allocable to the program of each person whose primary
responsibilities with regard to the program involve progtam administration agsignments, 0f the pro rata
share of the salary, wages, and related costs of each person whose job includes any program administration
assignments. The recipient may use only one of these methods during the program year (o1 the grant period
for grants under subpart F). Program administration includes the following Lypes of assignments:

(i) Providing {ocal officials and citizens with information about the program,
(i) Preparing program budgets and schedules, and amendments thereto;
(iii) Developing systems for assufing compliance with program requirements;

(iv) pDeveloping interagency agreements and agreements with subrecipients and contractors (o carry out
program activities;
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(v) Monitoring program activities for progress and compliance with program requirements;
(vi) Preparing reports and other documents related to the program for submission to HUD;
(vii) Coordinating the resolution of andit and monitoring findings;

(viii) Evaluating program results against stated objectives; and

(ix) Managing or supervising persons whose primary responsibilities with regard to the program include
such assignments as those described in paragraph (a)(1)(i) through (viii) of this section.

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

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

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

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

organizations participating 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 U.S.C. 3601-20) by making all persons, without regard to race, color, religion,
sex, national origin, familial status or handicap, aware of the range of housing opportunities available to
them; other fair housing enforcement, education, and outreach 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 moderate income 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) Submission 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
ptepare applications for other Federal programs where the recipient determines that such aclivities are
necessary or appropriate to achieve its community development objectives.

(g) Administrative expenses to facilitate housing. CDBG funds may be used for necessary administrative
expenses in planning or obtaining financing for housing as follows: for entitlement recipicnts, assistance
authorized by this paragraph is limited to units which are identified in the recipient's HUD approved
housing assistance plan; for HUD-administered smal cities recipients, assistance authorized by the
paragraph is fimited to facilitating the purchase or occupancy of exisling units which are to be occupied by
low and moderate income households, or the construction of rental or owner units where at feast 20 percent

of the units in each project will be occupied at affordable rents/costs by low and moderate income persons.
Examples of eligible actions are as follows:

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

(2) Site and utility plans, narrative descriptions of the proposed construction, preliminary cost estimates,
urban design documentation, and wgketch drawings,” but excluding architectural, engineering, and other
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details ordinarily required for construction purposes, such as structural, electrical, plumbing, and
mechanical details;

3 Reasonable costs associated with development of applications for mortgage and insured loan

commitments, including commitment fees, and of applications and proposals under the Section § Housing
Assistance payments Program pursuant 10 24 CFR parts 880-883;

(4) Fees associated with processing of applications for mortgage of insured loan commitments under
programs including those administered by HUD, Farmers Home Administration (FmlIA), Federal National
Mortgage Association (FNMA), and the Government National Mortgage Association (GNMA);

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

(6) Special outreach activities which result in greater landlord parlicipation in Scction 8 Housing
Assistance Payments Program—Existing Housing or similar programs for low and moderate income persons.

(h) Section 17 of the United States Housing Act of 1937. Reasonable costs equivalent to those described in
paragraphs (a), (b), (©) and (f) of this section for overall prograi management of the Rental Rehabilitation
and Housing Development programs authorized under section 17 of the United States Housing Act of 1937,
whether or not such activitics are otherwise agsisted with funds provided under this part.

(i) Whether of not such activities are otherwise assisted by funds provided under this part, reasonable costs
equivalent 10 those described in paragraphs (), () (e), and (f) of this section for overall program
management of:

(HA Federally designated Empowerment Zone Or Enterptise Community; and

(2) The HOME program under title I of the Cranston—Gonzalez National Affordable Housing Act (42
U S.C. 12701 note).

[53 FR 14439, Sept. 6, 1988; 53 FR 41330, Oct. 21, 1988, as amended at 54 FR 37411, Sept. %, 1989; 60
FR 56912, Nov. 9, 1995; 69 FR 32778, June 10, 2004}

§ 570.207 Ineligible activities.

The general rule is that any activity that is not authorized under the provisions of §§ 5‘10.201-570.206 is
ineligible to be assisted with CDBG funds. This section identifies gpecific activities that are ineligible and

provides guidance in determining the eligibility of other activities frequently associated with housing and
community development.

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

(1) Buildings oF portions thereof, used for the general conduct of government a8 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) jnvolving any such building. Also, where acquisition of real property includes an
existing improvement which is to be used in the provision of a building for the general conduct of
govemment, the portion of the acquisition cost attributable to the land is eligible, provided such acquisition

meets a national objective described in § 570.208.

(2) General government expenses. Except as otherwise speciﬁcally authorized in this subpart oF under 2
\ CFR PART 200-expenses required lo carry out the regular rcspousibilities of the unit of general local
government arc not eligible for assistance under this part.
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)] Political activities. CDBG funds shall not be used to finance the use of facilities or equipment for
political purposes or to engage in other partisan political activities, such as candidate forums, voter
transportation, or voter registration. However, a facility originally assisted with CDBG funds may be used
on an incidental basis 10 hold political meetings, candidate forums, or voter registration campaigns,
provided that all parties and organizations have access to the facility on an equal basis, and are assessed
equal rent or use charges, if any.

(b) The following activities may not be assisted with CDBG funds unless authorized under provisions of
§ 570.203 or as otherwise specifically noted herein or when carried out by an entity under the provisions of
§ 570.204.

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

(i) Construction equipnient. The purchase of construction equipment is ineligible, but compensation for the
use of such equipment through leasing, depreciation, or Us¢ altowances pursuant to 2 CFR PART 200 as
applicable for an otherwise eligible activity is an eligible use of CDBG funds. However, the purchase of
construction equipment for use as part of a solid waste disposal facility is eligible under § 570.201(c).

(i) Fire prolection equipment. Fire protection equipment is considered for this purpose to be an integral
part of a public facility and thus, purchase of such equipment would be eligible under § 570.201(c).

(iii) Furnishings and personal property. The purchase of equipment, fixtures, motor vehicles, furnishings,
or other personal property not an integral structural fixture is generally incligible. CDBG funds may be
used, however, t0 purchase or fo pay depreciation Or use allowances (in accordance with 2 CFR PART 200
as applicable) for such items 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 part of a public gervice pursvant to § 570.201{e).

(2) Operating and maintenance expenses. The general rule is that any expense agsociated with repairing,
operating or maintaining public facilities, improvements and services is incligible. Specific exceptions 10
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,
{he use of CDBG funds to pay the allocable costs of operaling and maintaining a facility used in providing
a public service would be eligible under § 570.201(e), even if no other costs of providing guch a service are

assisted with such funds. Exatmples of ineligible operating and maintenance expenses are:

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

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

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

{i) As prov ided under the last resort housing provisions set forth in 24 CFR parl 42;

(ii) As authorized under § 570.201(m) or (n);
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(iii) When carried out by an entity pursuant to § 570.204(a);

(4) Income paymenis. The general rule is that CDBG funds may not be used for income payments. For
purposes of the CDBG program, “income payments” fneans a series of subsistence-type grant payments
made io an individual or family for items such as food, clothing, housing (rent or mortgage), or utilities, but

excludes emergency grant payments made over a period of up to three consecutive months fo the provider
of such items or services on behalf of an 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 FR
56912, Nov. 9, 1995; 65 FR 70215, Nov. 21, 2000]

3

§570.208 Criteria for national objectives.

The following criteria shall be used to determine whetlher a CDBG-assisted activity complics with one or
more of the national objectives as required under § 570.200(a)(2):

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

(1) Area benefit activities. (i) An activity, the benefits of which are available to all the residents in a
particular area, where at least 51 percent of the residents are low and moderate income persons. Such an
area need not be 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 cities and urban counties, an activity that would otherwise qualify under
§ 570.208(a)(1)(i), except that the area served contains less than 51 percent low- and moderate-income
residents, will also be considered to meel 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 arcas 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 proportion
a recipicnt may use to qualify an area for this 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 moderate income persons to the block group with the lowest. For urban
counties, the rank ordering shall cover the entire area constituting the urban county and shall not be done
separately for each participating unit of general local government.

(B) In any case wherc 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 quartites shall be
considered to be part of the highest quartile.

{C) The proportion of low and moderate income persons in the last census block group in the highest
quartile shall be identified. Any service area located within the recipicnt'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 data are not available for the entire jurisdiction, other data acceptable to the Secretary
may be used in the above calculations.
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(iti) An activity to develop, establish, and operate for up to two Yyears after the establishment of, a uniform
emergency telephone number system serving an area having less than the percentage of low- and moderate-
income residents required under paragraph (@)D of this section of (as applicable) paragraph (a)(D(d) of
this section, provided the recipient obtains prior HUD approval. To obtain such approval, the recipient
must:

(A) Demonstrate that the system will coniribute significantly to the safety of the residents of the area. The
request for approval must include a list of the emergency services that will participaté in the emergency
telephone pumber systerm,

®) Submit information that serves as a basis for HUD to determine whether at least 5] percent of the use
of the system will be by low- and moderate-income persons. As available, the recipient must provide
information that identifies the total number of calls actually received over the preceding {2-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 (cxpressed as neatly as possible in terms of census tracts, block
pumbering areas, block groups, oF 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 distribution of income among the callers generally reflects the income
characteristics of the general population residing in the same geographic ared where the callers reside. If
HUD can conclude that the users have primarily consisted of low- and moderate-income persons, no further
submission is needed by the recipient. If 2 recipient plans t0 make other submissions for {his purpose, it
may request that HUD review its planned methodology pefore expending the effort to acquire the
information it expects to use to make iis 0ase;

() Demonstrate that other Federal fupds received by the recipient are ipsufficient OF unavailable for 2
uniform emergency telephone aumber system. For this puposs, 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 us¢ of such funds, of 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 arca of the system. For this
purpose, the recipient must inciude a description of the boundaries of the service area of the emergency
telephone number system, the census divisions.that fall within the poundaries of the service area (census
tracts or block numbering areas), the total number of pessons and the total pumber of low- and moderate-
income persons within each census division, the percentage of low- and moderate-income persons within

the service area, and the total cost of the system.

(iv) An activity for which the assistance to a public improvement that provides pencfits to all the residents

of an area is limited to payng special assessments (as defined in § 570.200(c)) levied against residential
properties owned and occupied by persons of low and moderate income.

{v) For purposes of determining qualiﬁcat'ron under this criterion, activities of the samne type that serve
different areas will be considered separately on the basis of their individual service area.

(vi) In determining whether there is a sufficiently large percentage of low- and moderate-income persons
residing in the area served by an activity to qualify under paragraph @)(1) (s (i), or (vii) of this section,
the most recently available decennial census information maust pe used to the fullest extent feasible,
together with the section g income limits that would have applied at the time the income information was
collected by the Census Burcau. Recipients that betieve that the census data does not reflect current relative
income levels in an ared, or where census boundaries do not coincide sufficiently well with the service area
of an activity, may conduet (or have conducted) a current survey of the residents of the area {o determine
the percent of such persons that are fow and moderate income. HUD will accept 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 manner that the results meet standards of statistical reliability that are comparable
to that of the decennial census data for arcas of similar size. Where there is substantial evidence that
provides 2 clear basis to believe that the use of the decennial census data would substantially overstate the
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proportion of persons residing there that are low and moderate income, HUD may require that the recipient
rebut such evidence in order to demonstrate compliance with section 105(c)(2) of the Act,

(vii) Activities meeting the requirements of paragraph (d)(5)(i) of this section may be considered to qualify
under this paragraph, provided that the area covercd by the strategy is either a Federally-designated
Empowerment Zone of Enterprise Community or primarily residential and contains a percentage of low-
and moderate-income residents that is no less than the percentage computed by HUD pursuant to paragraph
{a)(1)(ii) of this section or 70 percent, whichever is less, put 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 clientele activities. (i} An activity which benefits a limited clientele, at least 51 percent of
whom are low- or moderate-income persons. (The following kinds of activities may not qualify under
paragraph (a)(2) of this section: activities, the benefiis of which are available to all the residents of an area;
activities involving the acquisition, construction or rehabilitation of property for housing; or aclivilies
where the benefit to low- and moderate-income persons to be considered is the creation or retention of jobs,
except as provided in paragraph (a)(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 a clientele who are generally presumed to be principally low and moderate income persons.
Activities that exclusively serve a group of persons in any one ora combination of the following categories
may be presumed to benefit persons, 51 percent of whom are low- and moderate-income: abused children,
battered spouses, elderly persons, adults meeting the Burcau of the Census' Current Population 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 arc persons whose family income does not exceed the low and moderate income limit; or

(C) Have income ¢ligibility requirements which limit the activity 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
primarily be low and moderate income persons.

(ii) An activity that serves to remove material or architectural barriers to the mobility or accessibility of
elderly persons or of adults mecting the Bureau of the Census' Current Population Reports definition of
“severely disabled” will be presumed to qualify under this criterion if it is restricted, to the extent
practicable, to the removal of such barriers by assisting:

(A) The reconstruction of a public facility or improvement, or portion thereof, that does not qualify under
paragraph (a)(1) of this section;

(B) The rehabilitation 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
uhit and that does not qualify under paragraph (a)(3) of this section.

(ili) A microenterprise assistance activity carried out in accordance with the provisions of § 570.201(0)
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 this
paragraph, persons determined to be low and moderate income may be presumed to continue to qualify as
such for up o a three-year period.
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(iv) An activity designed 10 provide job training and placement and/or othet employment support gervices,
including, put not limited t0s peer support programss counseling child care, transportation, and other
similar services, it which the percentag® of low- and moderate—income persons agsisted 18 jess than 51
percent may qualify under this paragraph in the following timited circumstance:

(A)In such cases where such training or provision of supportive gervices assists buslness(es), the only useé

of CDBG assistance for the project ;s to provide the job training and/for supportive gervices; an

(B) The proportion of the total cost of the project porne by CDBG funds is no greater than the proportion of
the total number of persons assisted who are low of noderate income-

® Housing activities. An eligible activily carried out for the purpos® of providing or improving permanent
residential structures which, wpon completions will be occupied bY jow- and rnoderatc—mcome households.
This would include, but not pecessarily be limited 10, the acquisition ot rehabilitation of property by the
recipient, & subrecipient, @ developet, an individual homebuyer, O an individual phomeowner, conversion of
nonresidential Structures; and new housing construction. {f the swucture contains tWo dwelling units, at
jeast one must be 0 occupied, and if the structute contains more than two dwelling units, at jeast 51
percent of the units must be 50 occupied. Where two OF mote rental puildings being assisted are of will be
located on the same Of contiguous properties, and the puildings will be under commor awnership and
management; the grouped puildings m3Y be considered for this purpose 88 a single gtructure. Where
housing activities being agsisted meet the requirements of paragraph § 570.208 (d)(S)(n) of (d)(6)(ii) of this
gection, all such housing may also be considered for this purpose 83 a single structure. For rental housing,
occupancy by low and moderate income phouseholds must be at affordable rents 10 qualify under this
criterion. The recipient shall adopt and make public its standards for determining affordable rents” for this
purpose- The following ghall also qualify under this criterion:

(i) When fess than 51 percent of the units in a structur® will be occupied bY tow and moderate income
nouseholds, cDBG agsistance MY be provided in the following limited circumstances:

A) The assistance is for an eligible activity 10 reduce the development cost of the new construction ofa
multifamily, non-elderty rental housing project;

B) Not less than 20 percent of the units will be occupied bY jow and moderate income pouseholds at
affordable rents; an

(C) The proportion of the total cost of developing the project 10 be bome by CDBG funds is no greates than

the proportion of units in {he project that will be occupied by jow and moderate income households.

(ii) When cDBG funds are used to assist rehabilitatlon eligible ander 8§ 570.202(\3)(9) or (10) in direct
guppott of the recipient’s Rental Rehabliitation program aulliorized under 24 CFR pait 511, such funds shall
be considered © penefit low and moderate {ncome persons where not less than 51 percent of the units
assisted, or 10 pe assisted by the recipient'’s Rental Rehabilitation program overall are for {ow and moderate
income persons:

(i) When CcpBG funds are used for housing gervices eligible under § 570.201(K), quch funds ghall be

considered 10 benefit low- and moderate—income persons if the housing units for which the services are

(4) Job creation oF retention aclivities- An activity designed t0 create of retain perrnanent jobs where at
Jeast 51 percent of the jobs, computed o0 @ full time equivalent basis, involve the ernployment of low- and
rnoderate—income persons. To qualify under this paragraph, the activity must mest the following criteria:

(i) For an activity that creates jobss the recipient must document that at least 51 percent of the jobs will be
held by, of wilt be available 10, low- and moderate-incorne persons.
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(3i) The area also meets the conditions in ¢ither paragraph (A) of {B).

(A) At least 25 percent of properties throughout the arca EXpericnce one oOr more of the following
conditions:

(0 physical deterioration of buildings of jmprovements;
() Abandonment of properties-,

(3) Chronic high occupancy turnover rates of chronic high yacancy rates in commercial of industrial
puildings;

(4 Significant declines in property values of abnormally low propesty values relative {0 other areas in the
comumunity; Of

(5) Knownt or suspected environmental contamination.
(8) The public improvements throughout the area are ina general state of deterioration.

(it Dooumentation is to be maintained by the recipient o the poundaries of the area and the conditions
and standards used that quaiiﬂed the area at the time of its designation. The recipient shall establish
definitions of the conditions tisted at § 5’70.208(b)(l)(ii)(A), and maintain records 10 substantiate how the
arca met {he slums orf vlighted criteria. The designation © an arca as slum of blighted under this section is
required t© be re-determincd every 10 years for continued qualiﬁcation. Documentation must be retained

pursuant to the recordkeeping requitements contained at § 570.506 (b)(S)(ii).

(iv) The assisted activity addresses one of more of the conditions which contributed to the deterioration of
the area. Rehabilitation of residential puildings carried out in an arca meeting the above requirements will
be considered to address the area's deterioration only where each such building rehabilitated is considered
substandard under local definition before rehabilitation, and ail deficiencies making a puilding substandard
have been eliminated if less critical work on the building is undertaken. At & mininuim, 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 g Housing Asgsistance payments Program—Existing Housing

CFR 882.109).

(2) Activities to address stums 0F blight on a spot basis. The following activities may pe undertaken ont a
spot basis to gliminate specific conditions of blight, physicai decay, of environmentai contamination that
are not Jocated in 2 slum of blighted arca: acquisition; clearance; relocation; historic preservation;
remediation of envitonmentally contaminated properties; or rehabilitation of buildings oT improvements.
However, rehabilitation must be timited to climinating those conditions that are detrimental to public health
and safety. If acquisition OF relocation s undertaken, it must be & precursor to anothet eligible activity
(funded with CDBG of other resources) that directly eliminatcs the specific conditions of blight of physicai
decay, of environmental contamination.

3 Activities 10 address slums oF blight in an urban renewal ared. An activity will be considered 10 address
prevention of elimination of slums or blight in an urban renewal ared {f the activity 18!

{)] Located within an urban renewal project ared or Neigh'oorhood Development Program (NDP) aclion
area; 1.€., a0 area in which funded activities were authorized under an urban renewal Loan and Grant
Agreement 0f an annual NDP Funding Agreement, pursuant to title 1 of the Housing Act of 1949; and

(ii) Necessary to complete the urban renewal plan, 28 then in effect, including initial Yand redevelopment
permitted by the plan.
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NoTE: Despite the restrictions in (b) (1) and (2) of this section, any rehabilitation activity which benefits
jow 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.

(c) Activities designed 1o meet community development needs having @ particular wrgency. It the absence
of substantial evidence to the contrary, an activity will be considered 0 address this objective if the
recipient certifies that the activity is designed to alleviate existing conditions which pose 2 serious and
immediate threat to the health or welfare of the community which are of recent origin Of which recently
pecame urgent, that the recipient is unable to finance the activity on its own, and that other sources of
funding are not available. A condition will generally be considered 10 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, 2 preliminary
determination of whether the activity addresscs 2 national objective may be based on the planned use of the
property after acquisition. A final determination shall be based on the actual use of the propesty, excluding
any short-term, ternporary use. Where the acquisition is for the purpose of clearance which will eliminate
specific conditions of blight of physical decay, the clearance activity shail be considered the actual vse of
the propetty. However, any subsequent use Of disposition of the cleared property ghall be treated as 2
uchange of use” under § 570.505.

(2) Where the assisted activity is relocation assistance that the recipient is required to provide, such
relocation assistance shall be considered 0 address the same national objective as is addressed by the
displacing activity. Where the relocation assistance is voluntary on the past of the graniee the recipient may
qualify the assistance either on the basis of the national objective addressed by the displacing activity or on
the basis that the recipients of the relocation assistance are oW and moderate income persons.

(3) In any casé where the activity underiaken for the purpose of creating of retaining jobs is a public
improvement and the area served is primarily residential, the activity must meei the requirements of
paragraph (a)(}) of this section as well as those of paragraph (a)(4) of this section in order to qualify as
benefiting low and moderate income persons.

@ CDBG funds expended for planning and administrative costs under § 570,205 and § 570.206 will be
considered to address the national objectives.

(5) Where the grante has elected to prepare an ared revitalization strategy pursuant o the authority of
§91.215(e) of this title and HUD has approved the strategy, the grantee may also clect the following
options:

(D Activities undertaken pursuant to ihe steategy for the purpose of creating of retaining jobs may, at the

option of the grantce, be considered to meet the requirements of this paragraph under the criteria at
paragraph (a)(l)(v'ri) of this section in lieu of the criteria at paragraph @) (H of this section; and

(i) All housing activities in the area for which, pursuant to the strategy, CDBG assistance is obligated
during the program year may be considered t0 be a single structure for purposes of applying the criteria at
paragraph (a)3) of this section.

(6) Where CDBG-assisted activities are carried out by a Community Development Financial Institotion
whose chartet limiis its investment arca toa primarily residential area consisting of at feast 51 percent low-
and moderate-income persons, the grantee may also elect the following options:

1 Activities carried out by the Community Development Financial Institution for the purpose of creating
or retaining jobs MY at the option of the granteg, be considered t0 meet the requirements of this paragraph
under the criteria at paragraph () MviD) of this section in lieu of the criteria at paragraph (a)(4) of this
gection; and
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) All housing activities for which the Comumunity Development Financial [nstitution obligates CDBG
agsistance during the program year may be considered 10 be a single structure for purposes of applying the
criteria at paragraph (aX3) of this sectiont.

(7) Where an activity meeting the criteria at § 570.209(b)(’2)(v) may also meet the rcquirements of either
paragraph (d)(S)(i) or (d)(6)(i) of this section, the grantee may elect 10 qualify the activity under cither the
area benefit criteria at paragraph (a)(i)(vii) of this section or the job aggregation criteria at paragraph
(a)(4)(vi)(D) of this section, but not both. Where an activity may meet the job aggregation criteria at both
paragraphs (a)(4)(vi)(D) and (E) of this section, the grantee MY elect to qualify the activity under either
criterion, but not both.

{53 FR 34439, Sept- 6, 1988; 53 FR 41330, Oct. 21, 1988, as amended at 60 FR 1945, Jan. 5, 1995; 60 FR
17445, Apr- 6, 1995; 60 FR 56912, Nov. % 1995; 61 FR 18674, Apr. 29, 1996; 71 FR 30035, May 24,

" 2006; T2 FR 26370, Aug. 17,2007}

§5 70.209 Guidelines for evaluating and selecting economic development
projects.

The following guidelines are provided to assist the recipient 1@ evaluate and select activities 10 pe cartied
out for economic dovelopment purposes- Speciﬁcai‘ly, these guidelines are apphcabie to activitics that are
eligible for CDBG assistance under § 570.203. These guidelines also apply activities carried out under
the authority of § 570.204 that would otherwise pe eligible under § 570.203, were it not for the involvement
ofa Cormnunity—Based Development Organization (CBDO). (This would include activities where @ CBDO
makes loans 10 for-profit pusinesses.) These guidelines are composed of iwo components: guidelines for
evaluating project costs and financial requirements; and gtandards fox evaluating public penefit. The
standards for gvaluating public benefit arc mandatorys but the guidelines for evatuating projects costs and

financial requirements are not.

(a) Guidelines and objectives for evalualing project costs and ﬁnancial requirements- HUD has developed
guidelines that are designed t© provide the recipient with a framework for financially underwriting
gelecting CDBG-assisted economic developroent projects which are financially yiable and will make the
most effective use of the CDBG funds. These guidelines, also referred to a8 the underwriling guidelines, are
published as appendix A to this part. The use of the underwriting guidelines pubiished by HUD is not
mandatory. However, grantces electing not 0 use these guidelines would be expected 10 conduct basic
financial underwsiting prior 10 the provision of CDBG financial agsistance 10 2 for-profit business. Where
appropriate, HUD's underwriting guidelines recognize that different jevels of review are appropriate to take
into account differences it the size and scope ofa proposed project, and in the case ofa microemerprise or
other small pusiness 0 take into account the differences in the capacity and level of sophistication among
businesses of differing sizes. Recipients 2r¢ encouraged, when ihey develop their own programs and
anderwriting criteria, 10 also take these factors into account. The objectives of the underwriting guideiines
are to ensure:

(1) That project costs arc reasonable;

(2) That all sources of project financing are committed;

(3) That to the extent practicable, CDBG funds are not substituted for non—Federai financial support;
(4) That the project is financially feasible;

(5) That to the extent practicable, the return of the owner's cquity investment will not be unreasonably
high; and

(6) That to the extent practicable, CDBG funds are disbursed on 2 pro rata basis with other finances
provided to the project.
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(b) Standards Jor evaluating public benefit. The grantee is responsible for making Suf€ that at least @
minimum jevel of public benefit i obtained from the expenditure of CDBG funds under the categories of
cligibility govemed by these guidelines. The standards set forth below identify the types of public benefit
that will be recognized for this purpose and the minimum fevel of each {hat moust be obtained for the
amount 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 15 mandatory. Certain public
facilities and improvements eligible under §5’70.201(c) of the regulations, which are undertaken for
economic development purposes, are also subject t0 these standards, a8 speciﬂed ing 5’!0.208(a)(4)(vi)(F)(

2).

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

(i) Create OF retain at least 0n¢ full-time equivalent, permancnt job per $35,000 of CDBG funds used; of

(i) Provide goods of gervices 10 residents of an area, such that the pumber of low- and moderate-income
persons residing in the areas served by the assisted businesses amounts to at {east one low- and moderate-
income person per $350 of CDBG funds used.

@) Applying the aggregate standards. A metropolitant city, an urban county, 2 non-entitlement CDBG
grantee in Hawaii, oF 20 Insular Area shall apply the aggregate standards under paragraph (Y& of this
gection 10 all appl'lcable activities for which CDBG funds are first obligated within each gingle CDBG
program year, without regard 10 the source year of the funds used for the activities. For Tasular Arcas, the
preceding gentence applics to grants received in program years after Fiscal Year 2004. A graptee undet the
HUD—administered Small Cities Program, Of ipsular Areas CDBG granis prior 10 Fiscal Year 2005, shail
apply the aggregalc standards under patagraph (1) of this section 10 all funds obligated for applicable
activities from 2 given grant; program income obligated for applicab]c activities will, for these purposes, be
aggregated with the most recent open grant. For any time period it which a community bas 0o open HUD-
administered OF Insular Areas grants, the aggregate standards shall be applied to all applicable activities for
which program income is obligated duting that period.

(ii) The grantee shall apply the aggregate standards t0 the number of jobs t0 be createdfretained, or to the
number of persons residing in the ated served (as applicable), as determined at the time funds are obligated
to activities.

{iil) Where an activity is expected poth ta create of retain jobs and to provide goods of services 10 residents
of an ares, the grantec MaYy elect to count the activity under either the jobs standard ot the area residents
standard, but not both.

(iv) Where CDBG assistance for an activity is limited t0 job training and placement and/or other
employment support gervices, the jobs assisted with CDBG funds shall be considered 10 be created ©Of

retained jobs for the purposes of applying the aggregaic standards.

(v) Any activity subject to these guidelines which meets one or more of the following criteria may, at the
grantec's option, be excluded from the aggregate standards described in paragraph XD of this section:

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

(1) obs Training partnership Act (JTPA);
(2)Jobs Opportunities for Basic Skills (JOBS); of

(3) Aid to Families with Dependent Childien (AFDC)
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(B) Provides jobs predominantly for residents of Public and Indian Housing units;

(&) Provides jobs predominantly for homeless persons;

(D) Provides jobs predominantly for low-skilled, low- and moderate-income persons, where the business
agrees 0 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 tract (or block numbering area) that
has at least 20 percent of its residents who are in poverty;

(F) Provides assistance 10 business(es) that operate(s) within a census tract (or block numbering area) that
has at least 20 percent of its residents who are in poverty;

(Q) Stabilizes or revitalizes 8 neighborhood that has at least 70 percent of its residents who arc low- and
moderate-income;

(H) Provides assistance to a Community Development Financial Institution that serve an arca that is
predominantly low- and moderate-income persons;

(1) Provides assistance to @ Comunity-Based Development Organization serving a neighborhood that has
at Jeast 70 percent of its residents who are low- and inoderate-income;

m Provides employment opportunities that are an integral component of a project designed to promote
spatial deconcentration of low- and moderate-income and minority persons;

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

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

(M) Creates Of retains jobs through businesses assisted in an area pursuant {0 a strategy approved by Hup
under the provisions of §91.21 5(e) of this title.

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

&) Standards for individual activities. Any activity subject to these guidelines which falls into one of more
of the following categories will be considered by HUD to provide insufficient public benefit, and therefore
may under no circumstances be assisted with CDBG funds:

(i) The amount of CDBG assistance exceeds either of the following, a8 applicable:

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

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

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

(B) Assistance to professional sports teams;
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(C) Assistance to privately-owned recreational facilities that Serve a predominantly higher-income
clientele, where the recreational benefit to users of members clearly outweighs employment OF other
benefits to low- and moderate-income persons; :

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

(B) Assistance® to a for-profit business while that business or any other business owned by the sameé
person(s) or entity(ies) 15 the subject of unresolved findings of noncompliance relating to previous CDBG
agsistance provided by the recipient.

(&) Applying the individual activity standards. (1) Where an activity is expected both to create of retain jobs
and to provide goods of services to residents of an area, it will be disqualified only if the amount of CDBG
agsistance exceeds both of the amounts in paragraph ®3XD of this section.

(i1) The individual activity standards in paragraph (3 of this section shall be applied to the number of
jobs to be created or retained, or t© the number of persons residing in the arca served (as applicable), as
determined at {he time funds are obligated to aclivities.

(jii) Where CDBG assistance for an activity is limited to job training and placement andfor other
employment support gervices, the jobs assisted with CDBG funds shall be considered to be created or
retained jobs for the purposes of applying the individual activity standards in paragraph BBGD of this
section.

(c) Amendments (o economic developmen! projects after review determinations. If, after the grantee enters
into a contract {0 provide agsistance to 2 project, the scope of financial elements of the project change to the
extent that a significant confract amendment is appropriate, the project should be reevaluated under these
and the recipient's guidelines. (This would include, for example, situations where ihe business requests &
change in the amount or terms of assistance being provided, or an extension 10 the loan payment petiod
required in the contract.) Ifa reevaluation of the project indicates that the financial elements and public
benefit to be derived have also substantially changed, then the recipient should make appropriate
adjustments in the amount, type, terms Of conditions of CDBG assistance which has been offered, to reflect
the impact of the substantial change. (For example, if a change in the project elements results in @
substantial reduction of the total project costs, it may be appropriate for the recipient to reduce the amount

of total CDBG assistance.) If the amount of CDBG assistance provided to the project is increased, the
amended project must still comply with the public henefit standards under paragraph (b) of this section.

(d) Documentation. The grantee soust maintain sufficient records to demonstrai¢ 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 10 the level of such benefit anticipated when the CDhBG
agsistance was obligated. If the grantee's actual results chow a paftern of substantial variation from
anticipated results, the grante® is expected 10 take all actions reasonably within its control 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 standards in future years as appropriate.

[60 FR 1047, Jan. 3, 1995, as amended at 60 FR 17445, Apr. 6, 1995; 71 FR 10035, May 24, 2006; 72 FR
12535, Mar. 15, 2007; 72FR 46370, Aug. 17, 2007}

§570.21 0 Prohibition on use of assistance for employment relocation
activities.

(a) Prohibition. CDBG funds may not be used 10 directly assist 2 business, including a business expansion,
in the relocation of a plant, facility, of operation from one LMA (0 another LMA if the relocation is likely
to result in a significant loss of jobs in the LMA from which the relocation ocCurs.

(b) Definitions. The following definitions apply to {his section:
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()] Directly assist. Directly assist means the provision of CDBG funds for activities pursuant to:
O] 570.203(b); of

(i) 88 5'70.201(3)-(d), 570.201(D), 570.203(a), OF § 570.204 when the grantee, subrecipient, 0% in the case
of an activity carried out pursuant 10 § 570.204, a Community Based Development Organization (CDBO)
enters into an agreement with a business to undertake one or more of these aclivities as 2 condition of the
business relocating @ facility, plant, of operation to the graniee's LMA. Provision of public facilities and
indirect assistance that will provide benefit 0 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 ared (LMA). For metropolitan areas, an LMA is an arcd defined as such by the BLS. An
LMA is an economically integrated geographic area within which individuals cap live and find
employment within 2 reasonable distance or can readily change employment without changing their place
of residence. In addition, LMAs are non-overlapping and geographically exhaustive. FOr metropolitan
areas, grantecs must use employment data, as defined by the BLS, for the LMA in which the affected
pbusiness 8 currently jocated and from which current jobs may e lost. For non—metropolitan areas, an LMA
is cither an arca defined by the BLS as an LMA, or a state may choose to combine non-metropoiitan
LMAs. States are required (0 define or reaffirm priof definitions of their LMAs ot an annual basis and
retain records 0 substantiate such areas ptior to any business relocation that would be impacted by this
rule. Metropolitan {MAs cannot be combined, nor can a non-metropolitan LMA be combined with a
metropolitan LMA. For the HUD-admimstered gmall Cities Program, each of the three participating

counties in Hawaii will be considered to be its own LMA. Recipients of Fiscal Yeaf 1999 Small Cities
Program funding in New York will follow the requirements for State CDBG recipients.

3) Operation. A business operation includes, but is not limited to, any equipment, employment
opportunitys production capacity Of product line of the business.

(4) Significant loss of jobs. () A loss of jobs is significant if: The number of jobs to be lost in the LMA in
which the affected business is currently located is equal to OF greater than one-tenth of one percent of the
total number of persons in the labot force of that LMA; or in all cases, 8 Joss of 500 of more jobs.
Notwithstanding the aforementioned, a loss of 25 jobs of fewer does not constitute a significant loss of
jobs.

(i) A job is considered o be lost due t© the ptovision of CDBG assistance if the job is relocated within
three years of the provision of assistance t0 the business; of the time period within which jobs are t0 be
created as speciﬁed by the agreement petween the business and the recipient if it is longer than three years.

(c) Written agreement. Before directly assisting 8 pbusiness with CDBG funds, the recipient, subrecipient, of
a CDBO (in the case of an activity carried oul pursuant to § 570.204) shall sign a written agreement with
the assisted business. The written agreement shall include:

Y] Statement. A statement from the assisted pusiness as 10 whether the assisted activity will result in the
relocation of any industrial or commercial plant, facility, of operation from one LMA to another, and, if 50,
the number of jobs that will be relocated from each LMA;

)] Required information. If the assistance will not result in a relocation covered by this section, 8

certification from ihe assisted business that neither it, noF any of its subsidiaries, as plans to relocate jobs
at the time the agrecment is signed that would result in a significant job loss a8 defined in this rule; and

€))] Reimbursement of assistance. The agreement shall provide for reimbursement of any assistance
provided to, of 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 docs not apply {0
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(1) Relocation assisiance. Relocation assistance required by the Uniform Assistance and Real Property
Acquisition Policies Act of 1970, (URA) (42 us.C. 4601-4635);

(2) Mi icroenterprises. Assistance 10 microenterpriscs as defined by Section 102(a)22) of the Housing and
Community Development Act of 1974; and

3 Arms-length {ransactions. Assistance to 2 pusiness that purchases business equipment, inventory, of
other physical assets in an arms-length ransaction, including the assets of an existing business, provided
that the purchase does not resut in the relocation of the sellers' business operation (including customer base
or list, goodwill, product lines, or trade names) from one LMA to another LMA and does not produce a
significant Joss of jobs in the LMA from which the relocation occurs.

[TOFR 76369, Dec. 23, 20051

Subpart K—Other Progrant Requirements
SOURCE: 53 FR 34456, Sept. 6, 1988, unless otherwise noted.

§5 70.600 General.

(a) This subpart K enumerates laws that the Secretary will treat as applicable t@ grants made under section
106 of the Act, other than grants to states made pursuant 10 section 106(d) of the Act, for purposes of the
Secretary's determinations under section 104(e)(1) of the Act, including statutes expressly made applicable
by the Act and certain other statuies and Executive Orders for which the Secretaly has enforcement
responsibility. This subpart K applics 10 grants made under the [nsular Areas Program in § 570405 and
§ 570.440 with the exception of § 570.612. The absence of mention herein of any other gtatute for which
the Secretary does not have direct enforcement responsibility is not intended to be taken as an indication
{hat, in the Secretary's opinion, such statute OF Executive Order s 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 10 be made by the Secretary pursuant to section
104(e)(2) of the Act, see § 570.487.

(b) This subpart also sets forth certain additional program requirements which the Secretary has determined
to be applicable to grants provided under the Actasa matter of administrative discretion.

(c) In addition to grants made pursuant t0 section 106(b) and 106(@)(2)(B) of the Act (subparts D and F,
respectively), the requirements of this subpart K are applicabie to grants made pursuant {o sections 107 and
119 of the Act (subparts Eand G, respectively), and to loans guaranteed pursuant to subpart M.

[53 FR 34456, Sept. 6 1988, as amended at 61 FR 11477, Mar. 20, 1996; 72 FR 12536, Mar. 15, 2007}

§ 570.601 Public Law 88-352 and Public Law 90-284; afﬁrmatively
furthering fair housings Executive Ovder 11063

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

(1) Public Law 88-352, which is title V1 of the Civil Rights Act of 1964 (42 U.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.s.C 3601-3620). In accordance with the Fait
Housing Act, the Secretary requires that grantees administer all programs and activities related to housing
and community development in a manner {0 affirmatively further the policies of the Fair Housing Act.
Furthermore, in accordance with section 104(b)(2) of the Act, for each community receiving @ grant under
subpart D of this partt, ihe cestification that the grantee will affirmatively garther fair housing shatt

speciﬁcally require the grantee 10 assume the responsibility of fair housing planning by conducting an
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analysis 10 identify impediments to fair housing choice within its jurisdiction, taking appropriate actions to
overcome the offects of any impediments identified through that analysis, and maintaining records
reflecting the analysis and actions in this regard.

(b} Executive Order 11063, as amended by Executive Order 12259 (3 CFR, 1959-1963 Comp., p- 652; 3
CFR, 1980 Comp., P 307) (Equal Opportunity in. Housing), and implementing regulations i 24 CFR part
107, also apply-

[61 FR 11477, Mar. 20, 19961

§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 86X be excluded from paticipation in, be denied the benefits of, or be subjected
to discrimination under any program of 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 Of activitics receiving Federal financial assistance under Title 1
programs. The policies and procedures necessary fo ensure enforcement of gecion 109 are codified in 24
CFR part 6.

[64 FR 3802, Jan. 25, 19991

§570.603 Labor standards.

(a) Section 110(a) of the Act contains labor standards that apply to non-voluntecr labor financed in whole
or in part with assistance received under the Act. In accordance with section 110(a) of the Act, the Contract
Work Hours and Safety Standards Act (40 US.C. 327 et seq. } also applies. However, these requirements
apply to the rehabilitation of residential property only if such property contains not 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 part 58 specify the othet provisions of
jaw which further the purposes of the National Environmental Policy Act of 1969, and the procedures by
which grantees must fulfill their environmental responsibilities. In cettain cases, grantees assume these
environmental review, decision making, and action responsibilities by execution of grant agreeiments with

the Secretary.

[61 FR 11477, Mar. 20, 19961

§570.605 National Flood Insurance Progrant.

Notwithstanding the date of HUD approval of the tecipient’s application (or, in the case of grants made
under subpart D of this part of HUD-administered small cities recipients in Hawaii, the date of submission
of the grantee's consolidated plan, in accordance with 24 CER part 91), section 202(a) of the 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.

(a) General policy for minimizing displacemen. Consistent with the other goals and objectives of this part,
grantees (or States or state recipients, as applicable) shall assure that they have taken all reasonable steps to

minimize the displacement of persons (families, individuals, businesses, nonprofit organizations, and
farms) as a result of activities assisted under this pari.

(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 regulations implementing the Uniform Relocation Assistance
and Real Property Acquisition Policies Act of 1970 (URA) (42 US.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 re al property, or
moves his or her personal property from real propetty, permanentty and involuntarily, as a direct result of
rehabilitation, demolition, or acquisition for an activity assisted under this part. A permanent, involuntary
move for an assisted activity includes a permanent move from real property that is made:

(A) After notice by the grantec (or the state recipient, if applicable) to move permanently from the property,
if the move occurs after the initial official submission to HUD (or the State, as applicable) for grant, loan,
ot loan guarantee funds under this parf that are later provided or granted.

(B) After notice by the property owner to move permanently from the property, if the move occurs after the
date of the submission of a request for financial assistance by the property owner (or person in control of
the site) that is later approved for the requested activity.

(C) Before the date described in paragraph (6)(2)(i)(A) or (B) of this section, if either HUD or the prantee
(or State, as applicable) determines that the displacement directly resulted from acquisition, rehabilitation,
or demolition for the requested activity.

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

{ 1) The tenant has not 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 greater of the tenant's monthly rent and estimated average utility
costs before the initiation of negotiations or 30 percent of the houschold's average monthly gross incomie;
or

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

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

(i) Notwithstanding the provisions of paragraph (b)(2)(i) of this section, the term © displaced person ="
does not include:

(A} A person who is evicled 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 grantee {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 after the date of the notice described in paragraph LY 2)(I)A) ot
(B) of this section, but who received a written notice of the expected displacement before occupancy.

(C) A person who is not displaced as described in 49 CFR 24.2(g)(2).

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

(iii) A grantee (or State or state recipient, as applicable) may, at any time, request HUD to determine
whether a person is a displaced person under this section.

(3) Initiation of negotiations. For purposes of determining the type of replacement housing assistance to be
provided under paragraph (b) of this section, if the displacement is the direct result of privately undertaken
rehabilitation, demolition, or acquisition of real property, the term « nitiation 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.

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

(d) Optional velocation assistance. Under section 105(a)(11) of the Act, the grantee may provide (or the
State may permit the state recipient to provide, as applicable) relocation payments and other relocation
assistance to persons displaced by activities that are not subject to paragraph (b) or (c) of this section. The
grantec may also provide (or the State may also permit the state recipient to provide, as applicable)
relocation assistance to persons receiving assistance under paragraphs (b) or {c) of this section at levels in
excess of those required by these paragraphs. Unless such assistance is provided under State or 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 (sec, €.8, 24 CFR 570.201(i), as applicable). The grantee
(or state recipient, as applicable) must adopt a wriiten 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 equal relocation 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
CFR part 24, subpart B.

(f) Appeals. 1f a person disagrees with the determination of the grantee (or the state 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 (o be followed are described in 49 CFR 24.10. In addition, a low- or moderate-income
houschold 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 low- or moderate-income
household may file a written request for review of the state recipient's decision with the State.

(g) Responsibility of grantee or State. (1) The grantee (or State, if applicable} is responsible for ensuring
compliance with the requirements of this section, notwithstanding any third party's contractual obligation to
the grantee to comply with the provisions of this section. For purposes of the State CDBG program, the
State shall 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 grantce (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 number 2506-0102)
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{61 FR 11477, Mar. 20, 1996, as amended at 61 FR 51760, Oct. 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 Executive Orders 11375, 11478, 12086, and 12107 (3 CFR
1964-1965 Comp. p. 339; 3 CFR, 1966-1970 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 Community Organizations), 67 FR 77141, 3 CFR, 2002
Comp., p. 258, and the implementing regulations at 41 CFR chapter 60; and

(b) Section 3 of the Housing and Urban Development Act of 1968 (12 U.S.C. [701u) 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.5.C. 4821-4846), the Residential Lead-Based Paint
Hazard Reduction Act of 1992 (42 US.C. 4851-4856), and implementing regulations at part 35, subparts
A, B, J, K, and R of this part apply to activities under this program.

{64 FR 50226, Sept. 15, 1999]

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

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

[61 FR 5209, Feb. 9, 1996]

§ 570.610 Uniform administrative requirements and cost principles.

The recipient, its agencies or instrumentalities, and subrecipients shall comply with the policics, guidelines,
and requirements of 24 CFR part 85 and 2 CFR PART 200 as applicable, as they relate to the acceptance
and use of Federal funds under this part. The applicable sections of 24 CFR parts 84 and 85 are set forth at
§ 570.502,

2 Gee footnote 1 at § 570.200(a)(5).

[60 FR 56916, Nov. 9, 19953]

§ 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 governed 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 entilies under eligible activities
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that authorize such assistance (e.g., rehabilitation, preservation, and other improvements of private
properties or facilities pursuant to § 570.202; or grants, loans, and other assistance to businesses,
individuals, and other private entities pursuant to § 570.203, 570.204, 570.455, or 570.703(i)).

(b) Conflicts prohibited. The general rule is that no persons described in paragraph (c) of this seclion who
exercise or have exercised any functions or responsibilities with respect to CDBG activities assisted under
this part, or who are in a position to participate in a decision making process or gain inside information
with regard to such activities, may obtain a financial interest or benefit from a CDBG-assisted activity, or
have a financial interest in any contract, subcontract, or agreement with respect to a CDBG-assisted
activity, or with respect to the proceeds of the CDBG-assisted activity, either for themselves or those with
whom they have business or immediate family ties, during their tenure or for one year thereafter. For the
UDAG program, the above restrictions shall apply to all activities that are a part of the UDAG project, and
shall cover any such financial interest or benefit during, or at any 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 an employee, agent, consultant, officer, or elected official or appointed official of the recipient, or of
any designated public agencies, or of subrecipients that are receiving funds under this part.

(d) Exceptions. Upon the written request 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 (d)(2) of this
section.

(1) Threshold requirements. HUD 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 attomey that the interest for which the exception is sought would not
violate State or local law.

(2) Factors to be considered for exceptions. In determining whether o grant a requested exception after the
recipient has satisfactorily met the requirements of paragraph (d)(1) of this section, HUD shall conclude
that such an exception 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 bencfit or an essential degree of expertise to the
program or project that would otherwise nof be available;

(i) Whether an opportunity was provided for open competitive bidding or negotiation,

(iii) Whether the person affected is a member of a group or class of low- or moderate-income persons

intended to be the beneficiaries of the assisted activity, and the exception will permit such person to receive
generally the same interests or benefits as are being made available or provided to the group or class;

(iv) Whether the affected person has withdrawn from his or her functions or responsibilities, or the 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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(vii) Any other relevant 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
comment 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 it applies
to the Entitlement program only where a grantee proposes to usc funds for the planning or construction
(reconstruction or installation) of water or sewer facilities. Such facilities include storm sewers as well as
all sanitary sewers, but 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 proposes to 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, are not eligible to apply for
benefits under covered activities funded by the programs listed in paragraph (e) of this section, “Benefits”
under this section means financial assistance, public services, jobs and access to new or rehabilitated
housing and other facilities made available under covered activities funded by programs listed in paragraph
(e} of this section. “Benefits” do not include relocation services and payments to which displacees are
entitled by law. '

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

(1) Have income eligibility requirements limiting the benefits exclusively to low and moderate income
persons; or

(2) Are targeted geographically or otherwise to primarily benefit low and moderate income persons
(excluding activities serving the public at large, such as sewers, roads, sidewalks, and parks), and that
provide benefits to persons on the basis of an application.

(¢) Limitation on coverage. The restrictions under this section apply only to applicants for new benefits not
being received by covered resident aliens as of the effective date of this section.

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

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

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

(3) The Community Development Block Grant program for States, administered under subpart I of part 570
of this title until closeout of the 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 title
until closeout of the recipient's grant,
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[55 FR 18494, May 2, 1990]

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

(a) The Architectural Barriers Act of 1968 (42 U.S.C. 4151-4157) requires certain Federal and Federally
funded buildings and other facilities to be designed, constructed, or altered in accordance with standards
that insure accessibility to, and use by, physically handicapped people. A building or facility designed,
constructed, or altered with funds allocated 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 to 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 U.S.C. 155, 201, 218 and 225) (ADA)
provides comprehensive civil rights to individuals with disabilities in the areas of employment, public
accommodations, State and local government services, and telecommunications. It further provides that
discrimination includes a failure to design and construct facilities for first occupancy no later than January
26, 1993, that are readily accessible to and usable by individuals with disabilities. Further, the ADA
requires the removal of architectural barriers and communication barricrs 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 ot expense.

[60 FR 56917, Nov. 9, 1995]

UPDATE: Effective March 2015

2 CFR Part 200 - Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, Final Guidance supersedes, consolidates and streamlines requirements from 8 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 SD-2015-01 Issued by the U.S. Department of Housing and Urban Development, please
visit the following link:

www.hudexchange.info/resources/documents/Notice-DC-2015-01-Transition-to-2-CFR-Part-200-Guidance.pdf
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Exhibit E

Audit Findings or Exceptions

(N/A - No audit findings or exceptions)
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