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24 CFR 570.603
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From the U.S. Government Printing Office via GPO Access
[CITE: 24CFR570.603]

TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PART 570_COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart K_Other Program Requirements
Sec. 570.603 Labor standards.
(a) Section 110(a) of the Act contains labor standards that apply to non-volunteer
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
U.S.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]
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TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PART 570_COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart C_Eligible Activities
Sec. 570.200 General policies.
Source: 53 FR 34439, Sept. 6, 1988, unless otherwise noted.
(a) Determination of eligibility. An activity may be assisted in whole or in part with
CDBG funds only if all of the following requirements are met:
(1) Compliance with section 105 of the Act. Each activity must meet the eligibility
requirements of section 105 of the Act as further defined in this subpart.
(2) Compliance with national objectives. Grant recipients under the Entitlement
and HUD-administered Small Cities programs and recipients of insular area funds under
section 106 of the Act must certify that their projected use of funds has been developed
so as to give maximum feasible priority to 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 slums or blight. The projected use of funds may also include
activities that the recipient certifies are designed to meet other community development
needs having a particular urgency because existing conditions pose a serious and
immediate threat to the health or welfare of the community where other financial
resources are not available to meet such needs. Consistent with the foregoing, each
recipient under the Entitlement or HUD-administered Small Cities programs, and each
recipient of insular area funds under section 106 of the Act must ensure and maintain
evidence that each of its activities assisted with CDBG funds meets one of the three
national objectives as contained in its certification. Criteria for determining whether an
activity addresses one or more of these objectives are found in § 570.208.
(3) Compliance with the primary objective. The primary objective of the Act is
described in section 101(c) of the Act. Consistent with this objective, entitlement
recipients, non-entitlement CDBG grantees in Hawaii, and recipients of insular area
funds under section 106 of the Act must ensure that, over a period of time specified in
their certification not to exceed three years, not less than 70 percent of the aggregate of
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CDBG fund expenditures shall be for activities meeting the criteria under § 570.208(a)
or under § 570.208(d)(5) or (6) for benefiting low- and moderate-income persons. For
grants under section 107 of the Act, insular area recipients must meet this requirement
for each separate grant. See § 570.420(d)(3) for additional discussion of the primary
objective requirement for insular areas funded under section 106 of the Act. The
requirements for the HUD-administered Small Cities program in New York are at §
570.420(d)(2). In determining the percentage of funds expended for such activities:
(i) Cost of administration and planning eligible under § 570.205 and § 570.206 will be
assumed to benefit low and moderate income persons in the same proportion as the
remainder of the CDBG funds and, accordingly shall be excluded from the calculation;
(ii) Funds deducted by HUD for repayment of urban renewal temporary loans
pursuant to § 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 or rehabilitation of property
for housing that qualifies under § 570.208(a)(3) shall be counted for this purpose but
shall be limited to an amount determined by multiplying the total cost (including CDBG
and non-CDBG costs) of the acquisition, construction or rehabilitation by the percent of
units in such housing to be occupied by low and moderate income persons.
(v) Funds expended for any other activities qualifying under § 570.208(a) shall be
counted for this purpose in their entirety.
(4) Compliance with environmental review procedures. The environmental review
procedures set forth at 24 CFR part 58 must be completed for each activity (or project
as defined in 24 CFR part 58), as applicable.
(5) Cost principles. Costs incurred, whether charged on a direct or an indirect basis,
must be in conformance with OMB Circulars A–87, ‘‘Cost Principles for State, Local and
Indian Tribal Governments’’; A–122, ‘‘Cost Principles for Non-profit Organizations’’; or
A–21, ‘‘Cost Principles for Educational Institutions,’’ as applicable. \1\ All items of cost
listed in Attachment B of these Circulars that require prior Federal agency approval are
allowable without prior approval of HUD to the extent they comply with the general
policies and principles stated in Attachment A of such circulars and are otherwise
eligible under this subpart C, except for the following:
\1\ These circulars are available from the American Communities Center by calling
the following toll-free numbers: (800) 998-9999 or (800) 483-2209 (TDD).
(i) Depreciation methods for fixed assets shall not be changed without HUD’s
specific approval or, if charged through a cost allocation plan, the Federal cognizant
agency.
(ii) Fines and penalties (including punitive damages) are unallowable costs to the
CDBG program.
(iii) Pre-award costs are limited to those authorized under paragraph (h) of this
section.
(b) Special policies governing facilities. The following special policies apply to:
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(1) Facilities containing both eligible and ineligible uses. A public facility otherwise
eligible for assistance under the CDBG program may be provided with CDBG funds
even if it is part of a multiple use building containing ineligible uses, if:
(i) The facility which is otherwise eligible and proposed for assistance will occupy a
designated and discrete area within the larger facility; and
(ii) The recipient can determine the costs attributable to the facility proposed for
assistance as separate and distinct from the overall costs of themultiple-use building
and/or facility. Allowable costs are limited to those attributable to the eligible portion of
the building or facility.
(2) Fees for use of facilities. Reasonable fees may be charged for the use of the
facilities assisted with CDBG funds, but charges such as excessive membership fees,
which will have the effect of precluding low and moderate income persons from using
the facilities, are not permitted.
(c) Special assessments under the CDBG program. The following policies relate to
special assessments under the CDBG program:
(1) Definition of special assessment. The term ‘‘special assessment’’ means the
recovery of the capital costs of a public improvement, such as streets, water or sewer
lines, curbs, and gutters, through a fee or charge levied or filed as a lien against a
parcel of real estate as a direct result of benefit derived from the installation of a public
improvement, or a one-time charge made as a condition of access to a public
improvement. This term does not relate to taxes, or the establishment of the value of
real estate for the purpose of levying real estate, property, or ad valorem taxes, and
does not include periodic charges based on the use of a public improvement, such as
water or sewer user charges, even if such charges include the recovery of all or some
portion of the capital costs of the public improvement.
(2) Special assessments to recover capital costs. Where CDBG funds are used
to pay all or part of the cost of a public improvement, special assessments may be
imposed as follows:
(i) Special assessments to recover the CDBG funds may be made only against
properties owned and occupied by persons not of low and moderate income. Such
assessments constitute program income.
(ii) Special assessments to recover the non-CDBG portion may be made provided
that CDBG funds are used to pay the special assessment in behalf of all properties
owned and occupied by low and moderate income persons; except that CDBG funds
need not be used to pay the special assessments in behalf of properties owned and
occupied by moderate income persons if the grant recipient certifies that it does not
have sufficient CDBG funds to pay the assessments in behalf of all of the low and
moderate income owner-occupant persons. Funds collected through such special
assessments are not program income.
(3) Public improvements not initially assisted with CDBG funds. The payment of
special assessments with CDBG funds constitutes CDBG assistance to the public
improvement. Therefore, CDBG funds may be used to pay special assessments
provided:
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(i) The installation of the public improvements was carried out in compliance with
requirements applicable to activities assisted under this part including environmental,
citizen participation and Davis-Bacon requirements;
(ii) The installation of the public improvement meets a criterion for national
objectives in § 570.208(a)(1), (b), or (c); and
(iii) The requirements of § 570.200(c)(2)(ii) are met.
(d) Consultant activities. Consulting services are eligible for assistance under this
part for professional assistance in program planning, development of community
development objectives, and other general professional guidance relating to program
execution. The use of consultants is governed by the following:
(1) Employer-employee type of relationship. No person providing consultant
services in an employer-employee type of relationship shall receive more than a
reasonable rate of compensation for personal services paid with CDBG funds. In no
event, however, shall such compensation exceed the equivalent of the daily rate paid
for Level IV of the Executive Schedule. Such services shall be evidenced by written
agreements between the parties which detail the responsibilities, standards, and
compensation.
(2) Independent contractor relationship. Consultant services provided under an
independent contractor relationship are governed by the procurement requirements
in 24 CFR 85.36, and are not subject to the compensation limitation of Level IV of the
Executive Schedule.
(e) Recipient determinations required as a condition of eligibility. In several instances
under this subpart, the eligibility of an activity depends on a special local determination.
Recipients shall maintain documentation of all such determinations. A written
determination is required for any activity carried out under the authority of §§ 570.201(f),
570.201(i)(2), 570.201(p), 570.201(q), 570.202(b)(3), 570.206(f), 570.209, 570.210, and
570.309.
(f) Means of carrying out eligible activities. (1) Activities eligible under this subpart,
other than those authorized under § 570.204(a), may be undertaken, subject to local
law:
(i) By the recipient through:
(A) Its employees, or
(B) Procurement contracts governed by the requirements of 24 CFR 85.36; or
(ii) Through loans or grants under agreements with subrecipients, as defined at §
570.500(c); or
(iii) By one or more public agencies, including existing local public agencies, that are
designated by the chief executive officer of the recipient.
(2) Activities made eligible under § 570.204(a) may only be undertaken by entities
specified in that section.
(g) Limitation on planning and administrative costs. No more than 20 percent of the
sum of any grant, plus program income, shall be expended for planning and program
administrative costs, as defined in §§ 570.205 and 507.206, respectively. Recipients of
entitlement grants under subpart D of this part shall conform with this requirement by
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limiting the amount of CDBG funds obligated for planning plus administration during
each program year to an amount no greater than 20 percent of the sum of its
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.
(h) Reimbursement for pre-award costs. The effective date of the grant agreement
is the program year start date or the date that the consolidated plan is received by HUD,
whichever is later. For a Section 108 loan guarantee, the effective date of the grant
agreement is the date of HUD execution of the grant agreement amendment for the
particular loan guarantee commitment.
(1) Prior to the effective date of the grant agreement, a recipient may incur costs or
may authorize a subrecipient to incur costs, and then after the 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 to the costs
being incurred, in a consolidated plan action plan, an amended consolidated plan action
plan, or an application under subpart M of this part, except that a new entitlement
grantee preparing to receive its first allocation of CDBG funds may incur costs
necessary to develop its consolidated plan and undertake other administrative actions
necessary to receive its first grant, prior to the costs being included in its consolidated
plan;
(ii) Citizens are advised of the extent to which these pre-award costs will affect future
grants;
(iii) The costs and activities funded 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 no longer than the next two program
years following the effective date of the grant agreement or amendment in which the
activity is first included; and
(vi) The total amount of pre-award costs to be paid during any program year
pursuant to this provision is no more than the greater of 25 percent of the amount of the
grant made for that year or $300,000.
(2) Upon the written request of the recipient, HUD may authorize payment of preaward costs for activities that do not meet the criteria at paragraph (h)(1)(v) or (h)(1)(vi)
of this section, if HUD determines, in writing, that there is good cause for granting an
exception upon consideration of the following factors, as applicable:
(i) Whether granting the authority would result in a significant contribution to the
goals and purposes of the CDBG program;
(ii) Whether failure to grant the authority would result in undue hardship to the
recipient or beneficiaries of the activity;
(iii) Whether granting the authority would not result in a violation of a statutory
provision or any other regulatory provision;
(iv) Whether circumstances are clearly beyond the recipient’s control; or
(v) Any other relevant considerations.
(i) Urban Development Action Grant. Grant assistance may be provided with
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Urban Development Action Grant funds, subject to the provisions of subpart 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 program.
(j) Faith-based activities.
(1) Organizations that are religious or faith-based are eligible, on the same basis as
any other organization, to participate in the CDBG program. Neither the Federal
government nor a State or local government receiving funds under CDBG programs
shall discriminate against an organization on the basis of the organization’s religious
character or affiliation.
(2) Organizations that are directly funded under the CDBG program may not engage
in inherently religious activities, such as worship, religious instruction, or proselytization,
as part of the programs or services funded under this part. If an organization conducts
such activities, the activities must be offered separately, in time or location, from the
programs or services funded under this part, and participation must be voluntary for the
beneficiaries of the HUD-funded programs or services.
(3) A religious organization that participates in the CDBG program will retain its
independence from Federal, State, and local governments, and may continue to carry
out its mission, including the definition, practice, 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, or proselytization. Among other things,
faith-based organizations may use space in their facilities to provide CDBG-funded
services, without removing religious art, icons, scriptures, or other religious symbols.
In addition, a CDBG-funded 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 the basis of religion or religious belief.
(5) CDBG funds may not be used for the acquisition, construction, or rehabilitation
of structures to the extent that those structures are used for inherently religious
activities. CDBG funds may be used for the acquisition, construction, or rehabilitation of
structures only to the extent that those structures are used for conducting eligible
activities under this part. Where a structure is used for both eligible and inherently
religious activities, CDBG funds may not exceed the cost of those portions of the
acquisition, construction, or rehabilitation that are attributable to eligible activities in
accordance with the cost accounting requirements applicable to CDBG funds in this
part. Sanctuaries, chapels, or other rooms that a CDBG funded religious congregation
uses as its principal place of worship, however, are ineligible for CDBG-funded
improvements. Disposition of real property after the term of the grant, or 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).
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(6) If a State or local government voluntarily contributes its own funds to supplement
federally funded activities, the State or local government 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]
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TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PART 570_COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart C_Eligible Activities
Sec. 570.208 Criteria for national objectives.
The following criteria shall be used to determine whether a CDBG-assisted activity
complies 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 (a) (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 recipient shall appropriately
ensure 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.
(ii) 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 meet the
objective of benefiting low and moderate-income persons where the proportion of such
persons in the area is within the highest quartile of all areas in the recipient’s jurisdiction
in terms of the degree of concentration of such persons. This exception is inapplicable
to non-entitlement CDBG grants in Hawaii. In applying this exception, HUD will
determine the lowest proportion a recipient may use to qualify an area for this purpose,
as follows:
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(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 where the total number of a recipient’s block groups does not divide
evenly by four, the block group which would be fractionally divided between the highest
and second quartiles shall be considered to be 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
recipient’s jurisdiction and having a proportion of low and moderate income persons at
or above this level shall be considered to be within the highest quartile.
(D) If block group data are not available for the entire jurisdiction, other data
acceptable to the Secretary may be used in the above calculations.
(iii) An activity to develop, establish, and operate for up to two years 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 (a)(1)(i) of this section or (as applicable) paragraph (a)(1)(ii) of this section,
provided the recipient obtains prior HUD approval. To obtain such approval, the
recipient must:
(A) Demonstrate that the system will contribute significantly to the safety of the
residents of the area. The request for approval must include a list of the emergency
services that will participate in the emergency telephone number system;
(B) Submit information that serves as a basis for HUD to determine whether at least
51 percent of the use of the system will be by low- and moderate income persons. As
available, the recipient must provide information that identifies the total number of calls
actually received over the preceding 12- month period for each of the emergency
services to be covered by the emergency telephone number system and relates those
calls to the geographic segment (expressed as nearly as possible in terms of census
tracts, block numbering areas, block groups, or combinations thereof that are contained
within the segment) of the service area from which the calls were generated. In
analyzing this data to meet the requirements of this section, HUD will assume that the
distribution of income among the callers generally reflects the income characteristics of
the general population residing in the same geographic area where the callers reside.
If HUD can conclude that the users have primarily consisted of low and moderateincome persons, no further submission is needed by the recipient. If a recipient plans to
make other submissions for this purpose, it may request that HUD review its planned
methodology before expending the effort to acquire the information it expects to use to
make its case;
(C) Demonstrate that other Federal funds received by the recipient are insufficient
or unavailable for a uniform emergency telephone number system. For this purpose,
the recipient must submit a statement explaining whether the lack of funds is due to the
insufficiency of the amount of the available funds, restrictions on the use of such funds,
or the prior commitment of funds by the recipient for other purposes; and
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(D) Demonstrate that the percentage of the total costs of the system paid for by
CDBG funds does not exceed the percentage persons in the service area of the system.
For this purpose, the recipient must include a description of the boundaries of the
service area of the emergency telephone number system, the census divisions that fall
within the boundaries of the service area (census tracts or block numbering areas), the
total number of persons and the total number of low- and moderate-income persons
within each census division, the percentage of low- and moderate- income persons
within the service area, and the total cost of the system.
(iv) An activity for which the assistance to a public improvement that provides
benefits to all the residents of an area is limited to paying 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 qualification under this criterion, activities of the
same 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 (a)(1) (i), (ii), or (vii) of this section, the most recently available decennial
census information must be used to the fullest extent feasible, together with the section
8 income limits that would have applied at the time the income information was
collected by the Census Bureau. Recipients that believe that the census data does not
reflect current relative income levels in an area, or where census boundaries do not
coincide sufficiently well with the service area of an activity, may conduct (or have
conducted) a current survey of the residents of the area to determine the percent of
such persons that are low and moderate income. HUD will 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 areas of similar size. Where there is substantial evidence that provides a clear
basis to believe that the use of the decennial census data would substantially overstate
the 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 covered by the
strategy is either a Federally-designated Empowerment Zone or 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, but in no event less than 51
percent. Activities meeting the requirements of paragraph (d)(6)(i) of this section may
also be considered to qualify under paragraph (a)(1) of this section.
(2) Limited clientele activities.
(i) An activity which benefits a limited clientele, at least 51 percent of whom are
13
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low- or moderate-income persons. (The following kinds of activities may not qualify
under paragraph (a)(2) of this section: activities, the benefits of which are available to all
the residents of an area; activities involving the acquisition, construction or rehabilitation
of property for housing; or activities where the benefit to low- and moderate-income
persons to be considered is the creation or retention of jobs, 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 or a 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 Bureau 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 are persons whose family income does not exceed the low and
moderate income limit; or
(C) Have income eligibility 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 meeting 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 unit and that does not qualify under paragraph (a)(3) of this
section.
(iii) A microenterprise assistance activity carried out in accordance with the
provisions of § 570.201(o) 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 to a three-year period.
(iv) An activity designed to provide job training and placement and/or other
employment support services, including, but not limited to, peer support programs,
counseling, child care, transportation, and other similar services, in which the
percentage of low and moderate-income persons assisted is less than 51 percent may
qualify under this paragraph in the following limited circumstance:
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(A) In such cases where such training or provision of supportive services assists
business(es), the only use of CDBG assistance for the project is to provide the job
training and/or supportive services; and
(B) The proportion of the total cost of the project borne by CDBG funds is no greater
than the proportion of the total number of persons assisted who are low or moderate
income.
(3) Housing activities. An eligible activity carried out for the purpose of providing or
improving permanent residential structures which, upon completion, will be occupied by
low- and moderate- income households. This would include, but not necessarily be
limited to, the acquisition or rehabilitation of property by the recipient, a subrecipient,
a developer, an individual homebuyer, or an individual homeowner; conversion of
nonresidential structures; and new housing construction. If the structure contains two
dwelling units, at least one must be so occupied, and if the structure contains more than
two dwelling units, at least 51 percent of the units must be so occupied. Where two or
more rental buildings being assisted are or will be located on the same or contiguous
properties, and the buildings will be under common ownership and management, the
grouped buildings may be considered for this purpose as a single structure. Where
housing activities being assisted meet the requirements of paragraph § 570.208
(d)(5)(ii) or (d)(6)(ii) of this section, all such housing may also be considered for this
purpose as a single structure. For rental housing, occupancy by low and moderate
income households must be at affordable rents to qualify under this criterion. The
recipient shall adopt and make public its standards for determining ‘‘affordable rents’’ for
this purpose. The following shall also qualify under this criterion:
(i) When less than 51 percent of the units in a structure will be occupied by low and
moderate income households, CDBG assistance may be provided in the following
limited circumstances:
(A) The assistance is for an eligible activity to reduce the development cost of the
new construction of a multifamily, non-elderly rental housing project;
(B) Not less than 20 percent of the units will be occupied by low and moderate
income households at affordable rents; and
(C) The proportion of the total cost of developing the project to be borne by CDBG
funds is no greater than the proportion of units in the project that will be occupied by low
and moderate income households.
(ii) When CDBG funds are used to assist rehabilitation eligible under § 570.202(b)(9)
or (10) in direct support of the recipient’s Rental Rehabilitation program authorized
under 24 CFR par 511, such funds shall be considered to benefit low and moderate
income persons where not less than 51 percent of the units assisted, or to be assisted,
by the recipient’s Rental Rehabilitation program overall are for low and moderate
income persons.
(iii) When CDBG funds are used for housing services eligible under § 570.201(k),
such funds shall be considered to benefit low- and moderate-income persons if the
housing units for which the services are provided are HOME-assisted and the
requirements at 24 CFR 92.252 or 92.254 are met.
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(4) Job creation or retention activities. An activity designed to create or retain
permanent jobs where at least 51 percent of the jobs, computed on a full time
equivalent basis, involve the employment of low- and moderate-income persons. To
qualify under this paragraph, the activity must meet the following criteria:
(i) For an activity that creates jobs, the recipient must document that at least 51
percent of the jobs will be held by, or will be available to, low- and moderate-income
persons.
(ii) For an activity that retains jobs, the recipient must document that the jobs would
actually be lost without the CDBG assistance and that either or both of the following
conditions apply with respect to at least 51 percent of the jobs at the time the CDBG
assistance is provided:
(A) The job is known to be held by a low- or moderate-income person; or
(B) The job can reasonably be expected to turn over within the following two years
and that steps will be taken to ensure that it will be filled by, or made available to, a lowor moderate-income person upon turnover.
(iii) Jobs that are not held or filled by a low- or moderate-income person may be
considered to be available to low- and moderate-income persons for these purposes
only if:
(A) Special skills that can only be acquired with substantial training or work
experience or education beyond high school are not a prerequisite to fill such jobs, or
the business agrees to hire unqualified persons and provide training; and
(B) The recipient and the assisted business take actions to ensure that low- and
moderate-income persons receive first consideration for filling such jobs.
(iv) For purposes of determining whether a job is held by or made available to a lowor moderate-income person, the person may be presumed to be a low- or moderateincome person if:
(A) He/she resides within a census tract (or block numbering area) that either:
(1) Meets the requirements of paragraph (a)(4)(v) of this section; or
(2) Has at least 70 percent of its residents who are low- and moderate-income
persons; or
(B) The assisted business is located within a census tract (or block numbering area)
that meets the requirements of paragraph (a)(4)(v) of this section and the job under
consideration is to be located within that census tract.
(v) A census tract (or block numbering area) qualifies for the presumptions
permitted under paragraphs (a)(4)(iv)(A)(1) and (B) of this section if it is either part of a
Federally-designated Empowerment Zone or Enterprise Community or meets the
following criteria:
(A) It has a poverty rate of at least 20 percent as determined by the most recently
available decennial census information;
(B) It does not include any portion of a central business district, as this term is used
in the most recent Census of Retail Trade, unless the tract has a poverty rate of at least
30 percent as determined by the most recently available decennial census information;
and
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(C) It evidences pervasive poverty and general distress by meeting at least one of
the following standards:
(1) All block groups in the census tract have poverty rates of at least 20 percent;
(2) The specific activity being undertaken is located in a block group that has a
poverty rate of at least 20 percent; or
(3) Upon the written request of the recipient, HUD determines that the census tract
exhibits other objectively determinable signs of general distress such as high incidence
of crime, narcotics use, homelessness, abandoned housing, and deteriorated
infrastructure or substantial population decline.
(vi) As a general rule, each assisted business shall be considered to be a separate
activity for purposes of determining whether the activity qualifies under this paragraph,
except:
(A) In certain cases such as where CDBG funds are used to acquire, develop or
improve a real property (e.g., a business incubator or an industrial park) the requirement
may be met by measuring jobs in the aggregate for all the businesses which locate on
the property, provided such businesses are not otherwise assisted by CDBG funds.
(B) Where CDBG funds are used to pay for the staff and overhead costs of an entity
making loans to businesses exclusively from non-CDBG funds, this requirement may be
met by aggregating the jobs created by all of the businesses receiving loans during
each program year.
(C) Where CDBG funds are used by a recipient or subrecipient to provide technical
assistance to businesses, this requirement may be met by aggregating the jobs created
or retained by all of the businesses receiving technical assistance during each program
year.
(D) Where CDBG funds are used for activities meeting the criteria listed at
§ 570.209(b)(2)(v), this requirement may be met by aggregating the jobs created or
retained by all businesses for which CDBG assistance is obligated for such activities
during the program year, except as provided at paragraph (d)(7) of this section.
(E) Where CDBG funds are used by a Community Development Financial Institution
to carry out activities for the purpose of creating or retaining jobs, this requirement may
be met by aggregating the jobs created or retained by all businesses for which CDBG
assistance is obligated for such activities during the program year, except as provided
at paragraph (d)(7) of this section.
(F) Where CDBG funds are used for public facilities or improvements which will
result in the creation or retention of jobs by more than one business, this requirement
may be met by aggregating the jobs created or retained by all such businesses as a
result of the public facility or improvement.
(1) Where the public facility or improvement is undertaken principally for the benefit
of one or more particular businesses, but where other businesses might also benefit
from the assisted activity, the requirement may be met by aggregating only the jobs
created or retained by those businesses for which the facility/improvement is
principally undertaken, provided that the cost (in CDBG funds) for the facility/
improvement is less than $10,000 per permanent full-time equivalent job to be created
or retained by those businesses.
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(2) In any case where the cost per job to be created or retained (as determined
under paragraph (a)(4)(vi)(F)(1) of this section) is $10,000 or more, the requirement
must be met by aggregating the jobs created or retained as a result of the public facility
or improvement by all businesses in the service area of the facility/improvement. This
aggregation must include businesses which, as a result of the public facility/
improvement, locate or expand in the service area of the facility/improvement between
the date the recipient identifies the activity in its action plan under part 91 of this title and
the date one year after the physical completion of the facility/improvement. In addition,
the assisted activity must comply with the public benefit standards at § 570.209(b).
(b) Activities which aid in the prevention or elimination of slums or blight. Activities
meeting one or more of the following criteria, in the absence of substantial
evidence to the contrary, will be considered to aid in the prevention or elimination of
slums or blight:
(1) Activities to address slums or blight on an area basis. An activity will be
considered to address prevention or elimination of slums or blight in an area if:
(i) The area, delineated by the recipient, meets a definition of a slum, blighted,
deteriorated or deteriorating area under State or local law;
(ii) The area also meets the conditions in either paragraph (A) or (B):
(A) At least 25 percent of properties throughout the area experience one or more of
the following conditions:
(1) Physical deterioration of buildings or improvements;
(2) Abandonment of properties;
(3) Chronic high occupancy turnover rates or chronic high vacancy rates in
commercial or industrial buildings;
(4) Significant declines in property values or abnormally low property values
relative to other areas in the community; or
(5) Known or suspected environmental contamination.
(B) The public improvements throughout the area are in a general state of
deterioration.
(iii) Documentation is to be maintained by the recipient on the boundaries of the area
and the conditions and standards used that qualified the area at the time of its
designation. The recipient shall establish definitions of the conditions listed at
§ 570.208(b)(1)(ii)(A), and maintain records to substantiate how the area met the slums
or blighted criteria. The designation of an area as slum or blighted under this section is
required to be redetermined every 10 years for continued qualification. Documentation
must be retained pursuant to the recordkeeping requirements contained at § 570.506
(b)(8)(ii).
(iv) The assisted activity addresses one or more of the conditions which
contributed to the deterioration of the area. Rehabilitation of residential buildings carried
out in an area 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 all deficiencies making a building
substandard have been eliminated if less critical work on the building is undertaken. At
a minimum, the local definition for this purpose must be such that buildings that it would
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render substandard would also fail to meet the housing quality standards for the Section
8 Housing Assistance Payments Program-Existing Housing (24 CFR 882.109).
(2) Activities to address slums or blight on a spot basis. The following activities may
be undertaken on a spot basis to eliminate specific conditions of blight, physical decay,
or environmental contamination that are not located in a slum or blighted area:
acquisition; clearance; relocation; historic preservation; remediation of environmentally
contaminated properties; or rehabilitation of buildings or improvements. However,
rehabilitation must be limited to eliminating those conditions that are detrimental to
public health and safety. If acquisition or relocation is undertaken, it must be a
precursor to another eligible activity (funded with CDBG or other resources) that directly
eliminates the specific conditions of blight or physical decay, or environmental
contamination.
(3) Activities to address slums or blight in an urban renewal area. An activity will be
considered to address prevention or elimination of slums or blight in an urban renewal
area if the activity is:
(i) Located within an urban renewal project area or Neighborhood Development
Program (NDP) action area; i.e., an area in which funded activities were authorized
under an urban renewal Loan and Grant Agreement or an annual NDP Funding
Agreement, pursuant to title I of the Housing Act of 1949; and
(ii) Necessary to complete the urban renewal plan, as then in effect, including
initial land redevelopment permitted by the plan. NOTE: Despite the restrictions in (b)
(1) and (2) of this section, any rehabilitation activity which benefits low and moderate
income persons pursuant to paragraph (a)(3) of this section can be undertaken without
regard to the area in which it is located or the extent or nature of rehabilitation assisted.
(c) Activities designed to meet community development needs having a particular
urgency. In the absence of substantial evidence to the contrary, an activity will be
considered to address this objective if the recipient certifies that the activity is designed
to alleviate existing conditions which pose a serious and immediate threat to the health
or welfare of the community which are of recent origin or which recently became urgent,
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 to be of recent origin
if it developed or became critical within 18 months preceding the certification by the
recipient.
(d) Additional criteria.
(1) Where the assisted activity is acquisition of real property, a preliminary
determination of whether the activity addresses a 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 property, excluding any short-term, temporary use. Where the
acquisition is for the purpose of clearance which will eliminate specific conditions of
blight or physical decay, the clearance activity shall be considered the actual use of
the property. However, any subsequent use or disposition of the cleared property
shall be treated as a ‘‘change 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 to address the same national
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objective as is addressed by the displacing activity. Where the relocation assistance is
voluntary on the part of the grantee 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 low and moderate income persons.
(3) In any case where the activity undertaken for the purpose of creating or
retaining jobs is a public improvement and the area served is primarily residential,
the activity must meet the requirements of paragraph (a)(1) of this section as well as
those of paragraph (a)(4) of this section in order to qualify as benefiting low and
moderate income persons.
(4) 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 grantee has elected to prepare an area revitalization strategy
pursuant to the authority of § 91.215(e) of this title and HUD has approved the strategy,
the grantee may also elect the following options:
(i) Activities undertaken pursuant to the strategy for the purpose of creating or
retaining jobs may, at the option of the grantee, be considered to meet the requirements
of this paragraph under the criteria at paragraph (a)(1)(vii) of this section in lieu of the
criteria at paragraph (a)(4) of this section; and
(ii) All housing activities in the area for which, pursuant to the strategy, CDBG
assistance is obligated during the program year may be considered to be a single
structure for purposes of applying the criteria at paragraph (a)(3) of this section.
(6) Where CDBG-assisted activities are carried out by a Community Development
Financial Institution whose charter limits its investment area to a primarily residential
area consisting of at least 51 percent low- and moderate income persons, the grantee
may also elect the following options:
(i) Activities carried out by the Community Development Financial Institution for the
purpose of creating or retaining jobs may, at the option of the grantee, be considered to
meet the requirements of this paragraph under the criteria at paragraph (a)(1)(vii) of this
section in lieu of the criteria at paragraph (a)(4) of this section; and
(ii) All housing activities for which the Community Development Financial
Institution obligates CDBG assistance during the program year may be considered to be
a single structure for purposes of applying the criteria at paragraph (a)(3) of this section.
(7) Where an activity meeting the criteria at § 570.209(b)(2)(v) may also meet the
requirements of either paragraph (d)(5)(i) or (d)(6)(i) of this section, the grantee may
elect to qualify the activity under either the area benefit criteria at paragraph (a)(1)(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 may 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. 9,
1995; 61 FR 18674, Apr. 29, 1996; 71 FR 30035,
May 24, 2006; 72 FR 46370, Aug. 17, 2007]
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TITLE 24--HOUSING AND URBAN DEVELOPMENT
PART 85_ADMINISTRATIVE REQUIREMENTS FOR GRANTS AND COOPERATIVE
AGREEMENTS TO STATE, LOCAL AND FEDERALLY RECOGNIZED INDIAN TRIBAL
Subpart C_Post-Award Requirements
Sec. 85.36 Procurement.
(a) States. When procuring property and services under a grant, a State will follow
the same policies and procedures it uses for procurements from its non- Federal funds.
The State will ensure that every purchase order or other contract includes any clauses
required by Federal statutes and executive orders and their implementing regulations.
Other grantees and subgrantees will follow paragraphs (b) through (i) in this section.
(b) Procurement standards.
(1) Grantees and subgrantees will use their own procurement procedures which
reflect applicable State and local laws and regulations, provided that the procurements
conform to applicable Federal law and the standards identified in this section.
(2) Grantees and subgrantees will maintain a contract administration system which
ensures that contractors perform in accordance with the terms, conditions, and
specifications of their contracts or purchase orders.
(3) Grantees and subgrantees will maintain a written code of standards of conduct
governing the performance of their employees engaged in the award and administration
of contracts. No employee, officer or agent of the grantee or subgrantee shall participate
in selection, or in the award or administration of a contract supported by Federal funds if
a conflict of interest, real or apparent, would be involved. Such a conflict would arise
when:
(i) The employee, officer or agent,
(ii) Any member of his immediate family,
(iii) His or her partner, or
(iv) An organization which employs, or is about to employ, any of the above, has a
financial or other interest in the firm selected for award. The grantee’s or subgrantee’s
officers, employees or agents will neither solicit nor accept gratuities, favors or anything
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of monetary value from contractors, potential contractors, or parties to subagreements.
Grantee and subgrantees may set minimum rules where the financial interest is not
substantial or the gift is an unsolicited item of nominal intrinsic value. To the extent
permitted by State or local law or regulations, such standards or conduct will provide for
penalties, sanctions, or other disciplinary actions for violations of such standards by the
grantee’s and subgrantee’s officers, employees, or agents, or by contractors or their
agents. The awarding agency may in regulation provide additional prohibitions relative
to real, apparent, or potential conflicts of interest.
(4) Grantee and subgrantee procedures will provide for a review of proposed
procurements to avoid purchase of unnecessary or duplicative items. Consideration
should be given to consolidating or breaking out procurements to obtain a more
economical purchase. Where appropriate, an analysis will be made of lease versus
purchase alternatives, and any other appropriate analysis to determine the most
economical approach.
(5) To foster greater economy and efficiency, grantees and subgrantees are
encouraged to enter into State and local intergovernmental agreements for procurement
or use of common goods and services.
(6) Grantees and subgrantees are encouraged to use Federal excess and surplus
property in lieu of purchasing new equipment and property whenever such use is
feasible and reduces project costs.
(7) Grantees and subgrantees are encouraged to use value engineering clauses in
contracts for construction projects of sufficient size to offer reasonable opportunities for
cost reductions. Value engineering is a systematic and creative analysis of each
contract item or task to ensure that its essential function is provided at the overall lower
cost.
(8) Grantees and subgrantees will make awards only to responsible contractors
possessing the ability to perform successfully under the terms and conditions of a
proposed procurement. Consideration will be given to such matters as contractor
integrity, compliance with public policy, record of past performance, and financial and
technical resources.
(9) Grantees and subgrantees will maintain records sufficient to detail the significant
history of a procurement. These records will include, but are not necessarily limited to
the following: rationale for the method of procurement, selection of contract type,
contractor selection or rejection, and the basis for the contract price.
(10) Grantees and subgrantees will use time and material type contracts only—
(i) After a determination that no other contract is suitable, and
(ii) If the contract includes a ceiling price that the contractor exceeds at its own risk.
(11) Grantees and subgrantees alone will be responsible, in accordance with good
administrative practice and sound business judgment, for the settlement of all
contractual and administrative issues arising out of procurements. These issues
include, but are not limited to source evaluation, protests, disputes, and claims. These
standards do not relieve the grantee or subgrantee of any contractual responsibilities
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under its contracts. Federal agencies will not substitute their judgment for that of the
grantee or subgrantee unless the matter is primarily a Federal concern. Violations of law
will be referred to the local, State, or Federal authority having proper jurisdiction.
(12) Grantees and subgrantees will have protest procedures to handle and
resolve disputes relating to their procurements and shall in all instances disclose
information regarding the protest to the awarding agency. A protestor must exhaust all
administrative remedies with the grantee and subgrantee before pursuing a protest with
the Federal agency. Reviews of protests by the Federal agency will be limited to:
(i) Violations of Federal law or regulations and the standards of this section
(violations of State or local law will be under the jurisdiction of State or local authorities)
and
(ii) Violations of the grantee’s or subgrantee’s protest procedures for failure to review
a complaint or protest. Protests received by the Federal agency other than those
specified above will be referred to the grantee or subgrantee.
(c) Competition.
(1) All procurement transactions will be conducted in a manner providing full and
open competition consistent with the standards of § 85.36. Some of the situations
considered to be restrictive of competition include but are not limited to:
(i) Placing unreasonable requirements on firms in order for them to qualify to do
business,
(ii) Requiring unnecessary experience and excessive bonding,
(iii) Noncompetitive pricing practices between firms or between affiliated companies,
(iv) Noncompetitive awards to consultants that are on retainer contracts,
(v) Organizational conflicts of interest,
(vi) Specifying only a brand name product instead of allowing an equal product to be
offered and describing the performance of other relevant requirements of the
procurement, and
(vii) Any arbitrary action in the procurement process.
(2) Grantees and subgrantees will conduct procurements in a manner that prohibits
the use of statutorily or administratively imposed in-State or local geographical
preferences in the evaluation of bids or proposals, except in those cases where
applicable Federal statutes expressly mandate or encourage geographic preference.
Nothing in this section preempts State licensing laws. When contracting for
architectural and engineering (A/E) services, geographic location may be a selection
criteria provided its application leaves an appropriate number of qualified firms, given
the nature and size of the project, to compete for the contract.
(3) Grantees will have written selection procedures for procurement transactions.
These procedures will ensure that all solicitations:
(i) Incorporate a clear and accurate description of the technical requirements for the
material, product, or service to be procured. Such description shall not, in competitive
procurements, contain features which unduly restrict competition. The description may
include a statement of the qualitative nature of the material, product or service to be
procured, and when necessary, shall set forth those minimum essential characteristics
and standards to which it must conform if it is to satisfy its intended use. Detailed
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product specifications should be avoided if at all possible. When it is impractical or
uneconomical to make a clear and accurate description of the technical requirements, a
brand name or equal description may be used as a means to define the performance or
other salient requirements of a procurement.
The specific features of the named brand which must be met by offerors shall be clearly
stated; and
(ii) Identify all requirements which the offerors must fulfill and all other factors to be
used in evaluating bids or proposals.
(4) Grantees and subgrantees will ensure that all prequalified lists of persons, firms,
or products which are used in acquiring goods and services are current and include
enough qualified sources to ensure maximum open and free competition. Also, grantees
and subgrantees will not preclude potential bidders from qualifying during the solicitation
period.
(d) Methods of procurement to be followed.
(1) Procurement by small purchase procedures. Small purchase procedures are
those relatively simple and informal procurement methods for securing services,
supplies, or other property that do not cost more than the simplified acquisition
threshold fixed at 41 U.S.C. 403(11) (currently set at $100,000). If small purchase
procedures are used, price or rate quotations shall be obtained from an adequate
number of qualified sources.
(2) Procurement by sealed bids (formal advertising). Bids are publicly solicited
and a firm-fixed-price contract (lump sum or unit price) is awarded to the responsible
bidder whose bid, conforming with all the material terms and conditions of the invitation
for bids, is the lowest in price. The sealed bid method is the preferred method for
procuring construction, if the conditions in § 85.36(d)(2)(i) apply.
(i) In order for sealed bidding to be feasible, the following conditions should be
present:
(A) A complete, adequate, and realistic specification or purchase description is
available;
(B) Two or more responsible bidders are willing and able to compete effectively
and for the business; and
(C) The procurement lends itself to a firm fixed price contract and the selection of the
successful bidder can be made principally on the basis of price.
(ii) If sealed bids are used, the following requirements apply:
(A) The invitation for bids will be publicly advertised and bids shall be solicited from
an adequate number of known suppliers, providing them sufficient time prior to the date
set for opening the bids;
(B) The invitation for bids, which will include any specifications and pertinent
attachments, shall define the items or services in order for the bidder to properly
respond;
(C) All bids will be publicly opened at the time and place prescribed in the invitation
for bids;
(D) A firm fixed-price contract award will be made in writing to the lowest
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responsive and responsible bidder. Where specified in bidding documents, factors such
as discounts, transportation cost, and life cycle costs shall be considered in determining
which bid is lowest. Payment discounts will only be used to determine the low bid when
prior experience indicates that such discounts are usually taken advantage of; and
(E) Any or all bids may be rejected if there is a sound documented reason.
(3) Procurement by competitive proposals. The technique of competitive proposals is
normally conducted with more than one source submitting an offer, and either a fixedprice or cost reimbursement type contract is awarded. It is generally used when
conditions are not appropriate for the use of sealed bids. If this method is used, the
following requirements apply:
(i) Requests for proposals will be publicized and identify all evaluation factors and
their relative importance. Any response to publicized requests for proposals shall be
honored to the maximum extent practical;
(ii) Proposals will be solicited from an adequate number of qualified sources;
(iii) Grantees and subgrantees will have a method for conducting technical
evaluations of the proposals received and for selecting awardees;
(iv) Awards will be made to the responsible firm whose proposal is most
advantageous to the program, with price and other factors considered; and
(v) Grantees and subgrantees may use competitive proposal procedures for
qualifications-based procurement of architectural/engineering (A/E) professional
services whereby competitors’ qualifications are evaluated and the most qualified
competitor is selected, subject to negotiation of fair and reasonable compensation. The
method, where price is not used as a selection factor, can only be used in procurement
of A/E professional services. It cannot be used to purchase other types of services
though A/E firms are a potential source to perform the proposed effort.
(4) Procurement by noncompetitive proposals is procurement through solicitation
of a proposal from only one source, or after solicitation of a number of sources,
competition is determined inadequate.
(i) Procurement by noncompetitive proposals may be used only when the award of a
contract is infeasible under small purchase procedures, sealed bids or competitive
proposals and one of the following circumstances applies:
(A) The item is available only from a single source;
(B) The public exigency or emergency for the requirement will not permit a delay
resulting from competitive solicitation;
(C) The awarding agency authorizes noncompetitive proposals; or
(D) After solicitation of a number of sources, competition is determined inadequate.
(ii) Cost analysis, i.e., verifying the proposed cost data, the projections of the data,
and the evaluation of the specific elements of costs and profits, is required.
(iii) Grantees and subgrantees may be required to submit the proposed procurement
to the awarding agency for pre-award review in accordance with paragraph (g) of this
section.
(e) Contracting with small and minority firms, women’s business enterprise and
labor surplus area firms.
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(1) The grantee and subgrantee will take all necessary affirmative steps to assure
that minority firms, women’s business enterprises, and labor surplus area firms are
used when possible.
(2) Affirmative steps shall include:
(i) Placing qualified small and minority businesses and women’s business
enterprises on solicitation lists;
(ii) Assuring that small and minority businesses, and women’s business enterprises
are solicited whenever they are potential sources;
(iii) Dividing total requirements, when economically feasible, into smaller tasks or
quantities to permit maximum participation by small and minority business, and
women’s business enterprises;
(iv) Establishing delivery schedules, where the requirement permits, which
encourage participation by small and minority business, and women’s business
enterprises;
(v) Using the services and assistance of the Small Business Administration, and the
Minority Business Development Agency of the Department of Commerce; and
(vi) Requiring the prime contractor, if subcontracts are to be let, to take the
affirmative steps listed in paragraphs (e)(2) (i) through (v) of this section.
(f) Contract cost and price.
(1) Grantees and subgrantees must perform a cost or price analysis in connection
with every procurement action including contract modifications. The method and degree
of analysis is dependent on the facts surrounding the particular procurement situation,
but as a starting point, grantees must make independent estimates before receiving
bids or proposals. A cost analysis must be performed when the offeror is required to
submit the elements of his estimated cost, e.g., under professional, consulting, and
architectural engineering services contracts. A cost analysis will be necessary when
adequate price competition is lacking, and for sole source procurements, including
contract modifications or change orders, unless price reasonableness can be
established on the basis of a catalog or market price of a commercial product sold in
substantial quantities to the general public or based on prices set by law or regulation. A
price analysis will be used in all other instances to determine the reasonableness of the
proposed contract price.
(2) Grantees and subgrantees will negotiate profit as a separate element of the price
for each contract in which there is no price competition and in all cases where cost
analysis is performed. To establish a fair and reasonable profit, consideration will be
given to the complexity of the work to be performed, the risk borne by the contractor,
the contractor’s investment, the amount of subcontracting, the quality of its record of
past performance, and industry profit rates in the surrounding geographical area for
similar work.
(3) Costs or prices based on estimated costs for contracts under grants will be
allowable only to the extent that costs incurred or cost estimates included in
negotiated prices are consistent with Federal cost principles (see § 85.22). Grantees
may reference their own cost principles that comply with the applicable Federal cost
principles.
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(4) The cost plus a percentage of cost and percentage of construction cost methods
of contracting shall not be used.
(g) Awarding agency review.
(1) Grantees and subgrantees must make available, upon request of the awarding
agency, technical specifications on proposed procurements where the awarding
agency believes such review is needed to ensure that the item and/or service specified
is the one being proposed for purchase. This review generally will take place prior to the
time the specification is incorporated into a solicitation document. However, if the
grantee or subgrantee desires to have the review accomplished after a solicitation has
been developed, the awarding agency may still review the specifications, with such
review usually limited to the technical aspects of the proposed purchase.
(2) Grantees and subgrantees must on request make available for awarding agency
pre-award review procurement documents, such as requests for proposals or invitations
for bids, independent cost estimates, etc. when:
(i) A grantee’s or subgrantee’s procurement procedures or operation fails to comply
with the procurement standards in this section; or
(ii) The procurement is expected to exceed the simplified acquisition threshold and is
to be awarded without competition or only one bid or offer is received in response to a
solicitation; or
(iii) The procurement, which is expected to exceed the simplified acquisition
threshold, specifies a ‘‘brand name’’ product; or
(iv) The proposed award is more than the simplified acquisition threshold and is to be
awarded to other than the apparent low bidder under a sealed bid procurement; or
(v) A proposed contract modification changes the scope of a contract or increases
the contract amount by more than the simplified acquisition threshold.
(3) A grantee or subgrantee will be exempt from the pre-award review in paragraph
(g)(2) of this section if the awarding agency determines that its procurement systems
comply with the standards of this section.
(i) A grantee or subgrantee may request that its procurement system be reviewed by
the awarding agency to determine whether its system meets these standards in order
for its system to be certified. Generally, these reviews shall occur where there is a
continuous high-dollar funding, and third party contracts are awarded on a regular basis.
(ii) A grantee or subgrantee may self-certify its procurement system. Such selfcertification shall not limit the awarding agency’s right to survey the system. Under a
self-certification procedure, awarding agencies may wish to rely on written assurances
from the grantee or subgrantee that it is complying with these standards. A grantee
or subgrantee will cite specific procedures, regulations, standards, etc., as being in
compliance with these requirements and have its system available for review.
(h) Bonding requirements. For construction or facility improvement contracts or
subcontracts exceeding the simplified acquisition threshold, the awarding agency may
accept the bonding policy and requirements of the grantee or subgrantee provided the
awarding agency has made a determination that the awarding agency’s interest is
adequately protected. If such a determination has not been made, the minimum
requirements shall be as follows:
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(1) A bid guarantee from each bidder equivalent to five percent of the bid price.
The ‘‘bid guarantee’’ shall consist of a firm commitment such as a bid bond, certified
check, or other negotiable instrument accompanying a bid as assurance that the bidder
will, upon acceptance of his bid, execute such contractual documents as may be
required within the time specified.
(2) A performance bond on the part of the contractor for 100 percent of the contract
price. A ‘‘performance bond’’ is one executed in connection with a contract to secure
fulfillment of all the contractor’s obligations under such contract.
(3) A payment bond on the part of the contractor for 100 percent of the contract
price. A ‘‘payment bond’’ is one executed in connection with a contract to assure
payment as required by law of all persons supplying labor and material in the execution
of the work provided for in the contract.
(i) Contract provisions. A grantee’s and subgrantee’s contracts must contain
provisions in paragraph (i) of this section. Federal agencies are permitted to require
changes, remedies, changed conditions, access and records retention, suspension of
work, and other clauses approved by the Office of Federal Procurement Policy.
(1) Administrative, contractual, or legal remedies in instances where contractors
violate or breach contract terms, and provide for such sanctions and penalties as may
be appropriate. (Contracts more than the simplified acquisition threshold)
(2) Termination for cause and for convenience by the grantee or subgrantee
including the manner by which it will be effected and the basis for settlement. (All
contracts in excess of $10,000)
(3) Compliance with Executive Order 11246 of September 24, 1965, entitled
‘‘Equal Employment Opportunity,’’ as amended by Executive Order 11375 of
October 13, 1967, and as supplemented in Department of Labor regulations (41
CFR chapter 60). (All construction contracts awarded in excess of $10,000 by
grantees and their contractors or subgrantees)
(4) Compliance with the Copeland ‘‘Anti-Kickback’’ Act (18 U.S.C. 874) as
supplemented in Department of Labor regulations (29 CFR part 3). (All contracts
and subgrants for construction or repair)
(5) Compliance with the Davis-Bacon Act (40 U.S.C. 276a to 276a–7) as
supplemented by Department of Labor regulations (29 CFR part 5). (Construction
contracts in excess of $2000 awarded by grantees and subgrantees when required
by Federal grant program legislation)
(6) Compliance with Sections 103 and 107 of the Contract Work Hours and
Safety Standards Act (40 U.S.C. 327–330) as supplemented by Department of
Labor regulations (29 CFR part 5). (Construction contracts awarded by grantees and
subgrantees in excess of $2000, and in excess of $2500 for other contracts which
involve the employment of mechanics or laborers)
(7) Notice of awarding agency requirements and regulations pertaining to reporting.
(8) Notice of awarding agency requirements and regulations pertaining to patent
rights with respect to any discovery or invention which arises or is developed in the
course of or under such contract.
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(9) Awarding agency requirements and regulations pertaining to copyrights and
rights in data.
(10) Access by the grantee, the subgrantee, the Federal grantor agency, the
Comptroller General of the United States, or any of their duly authorized representatives
to any books, documents, papers, and records of the contractor which are directly
pertinent to that specific contract for the purpose of making audit, examination,
excerpts, and transcriptions.
(11) Retention of all required records for three years after grantees or subgrantees
make final payments and all other pending matters are closed.
(12) Compliance with all applicable standards, orders, or requirements issued under
section 306 of the Clean Air Act (42 U.S.C. 1857(h)), section 508 of the Clean Water
Act (33 U.S.C. 1368), Executive Order 11738, and Environmental Protection Agency
regulations (40 CFR part 15). (Contracts, subcontracts, and subgrants of amounts in
excess of $100,000).
(13) Mandatory standards and policies relating to energy efficiency which are
contained in the state energy conservation plan issued in compliance with the Energy
Policy and Conservation Act (Pub. L. 94–163, 89 Stat. 871).
[53 FR 8068, 8087, Mar. 11, 1988, as amended at
60 FR 19639, 19642, Apr. 19, 1995]
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TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PART 570_COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart C_Eligible Activities
Sec. 570.206 Program administrative costs.
Payment of reasonable administrative costs and carrying charges related to the
planning and execution of community development activities assisted in whole or in part
with funds provided under this part and, where applicable, housing activities (described
in paragraph (g) of this section) covered in the recipient’s housing assistance plan.
This does not include staff and overhead costs directly related to carrying out activities
eligible under § 570.201 through § 570.204, since those costs are eligible as part of
such activities.
(a) General management, oversight and coordination. Reasonable costs of overall
program management, coordination, monitoring, and evaluation. Such costs include, but
are 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, or other staff engaged in program administration. In charging costs to this
category the recipient may either include the entire salary, wages, and related costs
allocable to the program of each person whose primary responsibilities with regard
to the program involve program administration assignments, or the pro rata 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 (or the grant period for grants under subpart F). Program
dministration includes the following types of assignments:
(i) Providing local officials and citizens with information about the program;
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(ii) Preparing program budgets and schedules, and amendments thereto;
(iii) Developing systems for assuring compliance with program requirements;
(iv) Developing interagency agreements and agreements with subrecipients
and contractors to carry out program activities;
(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 audit 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 services, 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,
utilities, 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]
(e) Indirect costs. Indirect costs may be charged to the CDBG program under a cost
allocation plan prepared in accordance with OMB Circular A–21, A–
87, or A–122 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 prepare applications for other Federal
programs where the recipient determines that such activities 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 recipients, assistance authorized by this paragraph is limited to
units which are identified in the recipient’s HUD approved housing assistance plan; for
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HUD-administered small cities recipients, assistance authorized by the paragraph is
limited to facilitating the purchase or occupancy of existing units which are to be
occupied by low and moderate income households, or the construction of rental or
owner units where at least 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 ‘‘sketch drawings,’’ but
excluding architectural, engineering, and other 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 8 Housing Assistance Payments Program pursuant to 24
CFR parts 880– 883;
(4) Fees associated with processing of applications for mortgage or insured loan
commitments under programs including those administered by HUD, Farmers Home
Administration (FmHA), Federal National Mortgage Association (FNMA), and the
Government National Mortgage Association (GNMA);
(5) The cost of issuance and administration of mortgage revenue bonds used to
finance the acquisition, rehabilitation or construction of housing, but excluding
costs associated with the payment or guarantee of the principal or interest on such
bonds; and
(6) Special outreach activities which result in greater landlord participation in Section
8 Housing Assistance Payments Program-Existing Housing or similar programs for low
and moderate income persons.
(h) Section 17 of the United States Housing Act of 1937. Reasonable costs
equivalent to those described in paragraphs (a), (b), (e) and (f) of this section for overall
program management of the Rental Rehabilitation and Housing Development programs
authorized under section 17 of the United States Housing Act of 1937, whether or not
such activities are otherwise assisted with funds provided under this part.
(i) Whether or not such activities are otherwise assisted by funds provided under this
part, reasonable costs equivalent to those described in paragraphs (a), (b), (e), and (f)
of this section for overall program management of:
(1) A Federally designated Empowerment Zone or Enterprise Community; and
(2) The HOME program under title II of the Cranston-Gonzalez National Affordable
Housing Act (42 U.S.C. 12701 note).
[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21,
1988, as amended at 54 FR 37411, Sept. 8, 1989;
60 FR 56912, Nov. 9, 1995; 69 FR 32778, June 10,
2004]
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Subpart D_Entitlement Grants
Sec. 570.309 Restriction on location of activities.
CDBG funds may assist an activity outside the jurisdiction of the grantee only if the
grantee determines that such an activity is necessary to further the purposes of the Act
and the recipient's community development objectives, and that reasonable benefits
from the activity will accrue to residents within the jurisdiction of the grantee. The
grantee shall document the basis for such determination prior to providing CDBG funds
for the activity.
[60 FR 56914, Nov. 9, 1995]
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TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PART 570_COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart J_Grant Administration
Sec. 570.503 Agreements with subrecipients.
(a) Before disbursing any CDBG funds to a subrecipient, the recipient shall sign a
written agreement with the subrecipient. The agreement shall remain in effect during
any period that the subrecipient has control over CDBG funds, including program
income.
(b) At a minimum, the written agreement with the subrecipient shall include
provisions concerning the following following items:
(1) Statement of work. The agreement shall include a description of the work to be
performed, a schedule for completing the work, and a budget. These items shall be in
sufficient detail to provide a sound basis for the recipient effectively to monitor
performance under the agreement.
(2) Records and reports. The recipient shall specify in the agreement the particular
records the subrecipient must maintain and the particular reports the subrecipient must
submit in order to assist the recipient in meeting its recordkeeping and reporting
requirements.
(3) Program income. The agreement shall include the program income requirements
set forth in § 570.504(c). The agreement shall also specify that, at the end of the
program year, the grantee may require remittance of all or part of any program income
balances (including investments thereof) held by the subrecipient (except those needed
for immediate cash needs, cash balances of a revolving loan fund, cash balances from
a lump sum drawdown, or cash or investments held for section 108 security needs).
(4) Uniform administrative requirements. The agreement shall require the
subrecipient to comply with applicable uniform administrative requirements, as
described in § 570.502.
(5) Other program requirements. The agreement shall require the subrecipient to
carry out each activity in compliance with all Federal laws and regulations described in
subpart K of these regulations, except that:
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(i) The subrecipient does not assume the recipient’s environmental responsibilities
described at § 570.604; and
(ii) The subrecipient does not assume the recipient’s responsibility for initiating the
review process under the provisions of 24 CFR part 52.
(6) Suspension and termination. The agreement shall specify that, in accordance
with 24 CFR 85.43, suspension or termination may occur if the subrecipient materially
fails to comply with any term of the award, and that the award may be terminated for
convenience in accordance with 24 CFR 85.44.
(7) Reversion of assets. The agreement shall specify that upon its expiration the
subrecipient shall transfer to the recipient any CDBG funds on hand at the time of
expiration and any accounts receivable attributable to the use of CDBG funds. It shall
also include provisions designed to ensure that any real property under the
subrecipient’s control that was acquired or improved in whole or in part with CDBG
funds (including CDBG funds provided to the subrecipient in the form of a loan) in
excess of $25,000 is either:
(i) Used to meet one of the national objectives in §570.208 (formerly § 570.901) until
five years after expiration of the agreement, or for such longer period of time as
determined to be appropriate by the recipient; or
(ii) Not used in accordance with paragraph (b)(7)(i) of this section, in which event the
subrecipient shall pay to the recipient an amount equal to the current market value of
the property less any portion of the value attributable to expenditures of non-CDBG
funds for the acquisition of, or improvement to, the property. The payment is program
income to the recipient. (No payment is required after the period of time specified in
paragraph (b)(7)(i) of this section.)
[53 FR 8058, Mar. 11, 1988, as amended at 53
FR 41331, Oct. 21, 1988; 57 FR 27120, June 17,
1992; 60 FR 56915, Nov. 9, 1995; 68 FR 56405,
Sept. 30, 2003]
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Sec. 570.502 Applicability of uniform administrative requirements.
(a) Recipients and subrecipients that are governmental entities (including public
agencies) shall comply with the requirements and standards of OMB Circular No. A–87,
‘‘Cost Principles for State, Local, and Indian Tribal Governments’’; OMB Circular A–128,
‘‘Audits of State and Local Governments’’ (implemented at 24 CFR part 44); and with
the following sections of 24 CFR part 85 ‘‘Uniform Administrative Requirements for
Grants and Cooperative Agreements to State and Local Governments’’ or the related
CDBG provision, as specified in this paragraph:
(1) Section 85.3, ‘‘Definitions’’;
(2) Section 85.6, ‘‘Exceptions’’;
(3) Section 85.12, ‘‘Special grant or subgrant conditions for ‘high-risk’ grantees’’;
(4) Section 85.20, ‘‘Standards for financial management systems,’’ except
paragraph (a);
(5) Section 85.21, ‘‘Payment,’’ except as modified by § 570.513;
(6) Section 85.22, ‘‘Allowable costs’’;
(7) Section 85.26, ‘‘Non-federal audits’’;
(8) Section 85.32, ‘‘Equipment,’’ except in all cases in which the equipment is sold,
the proceeds shall be program income;
(9) Section 85.33, ‘‘Supplies’’;
(10) Section 85.34, ‘‘Copyrights’’;
(11) Section 85.35, ‘‘Subawards to debarred and suspended parties’’;
(12) Section 85.36, ‘‘Procurement,’’ except paragraph (a);
(13) Section 85.37, ‘‘Subgrants’’;
(14) Section 85.40, ‘‘Monitoring and reporting program performance,’’ except
paragraphs (b) through (d) and paragraph (f);
(15) Section 85.41, ‘‘Financial reporting,’’ except paragraphs (a), (b), and (e);
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(16) Section 85.42, ‘‘Retention and access requirements for records,’’ except that the
period shall be four years;
(17) Section 85.43, ‘‘Enforcement’’;
(18) Section 85.44, ‘‘Termination for convenience’’;
(19) Section 85.51 ‘‘Later disallowances and adjustments’’ and
(20) Section 85.52, ‘‘Collection of amounts due.’’
(b) Subrecipients, except subrecipients that are governmental entities, shall comply
with the requirements and standards of OMB Circular No. A– 122, ‘‘Cost Principles for
Non-profit Organizations,’’ or OMB Circular No. A– 21, ‘‘Cost Principles for Educational
Institutions,’’ as applicable, and OMB Circular A–133, ‘‘Audits of Institutions of Higher
Education and Other Nonprofit Institutions’’ (as set forth in 24 CFR part 45). Audits shall
be conducted annually. Such subrecipients shall also comply with the following
provisions of the Uniform Administrative requirements of OMB Circular A–110
(implemented at 24 CFR part 84, ‘‘Uniform Administrative Requirements for Grants and
Agreements With Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations’’) or the related CDBG provision, as specified in this paragraph:
(1) Subpart A—‘‘General’’;
(2) Subpart B—‘‘Pre-Award Requirements,’’ except for § 84.12, ‘‘Forms for
Applying for Federal Assistance’’;
(3) Subpart C—‘‘Post-Award Requirements,’’ except for:
(i) Section 84.22, ‘‘Payment Requirements.’’ Grantees shall follow the standards of
§§ 85.20(b)(7) and 85.21 in making payments to subrecipients;
(ii) Section 84.23, ‘‘Cost Sharing and Matching’’;
(iii) Section 84.24, ‘‘Program Income.’’ In lieu of § 84.24, CDBG subrecipients
shall follow § 570.504;
(iv) Section 84.25, ‘‘Revision of Budget and Program Plans’’;
(v) Section 84.32, ‘‘Real Property.’’ In lieu of § 84.32, CDBG subrecipients shall
follow § 570.505;
(vi) Section 84.34(g), ‘‘Equipment.’’ In lieu of the disposition provisions of § 84.34(g),
the following applies:
(A) In all cases in which equipment is sold, the proceeds shall be program income
(prorated to reflect the extent to which CDBG funds were used to acquire the
equipment); and
(B) Equipment not needed by the subrecipient for CDBG activities shall be
transferred to the recipient for the CDBG program or shall be retained after
compensating the recipient;
(vii) Section 84.51 (b), (c), (d), (e), (f), (g), and (h), ‘‘Monitoring and Reporting
Program Performance’’;
(viii) Section 84.52, ‘‘Financial Reporting’’;
(ix) Section 84.53(b), ‘‘Retention and access requirements for records.’’ Section
84.53(b) applies with the following exceptions:
(A) The retention period referenced in § 84.53(b) pertaining to individual CDBG
activities shall be four years; and
(B) The retention period starts from the date of submission of the annual
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performance and evaluation report, as prescribed in 24 CFR 91.520, in which the
specific activity is reported on for the final time rather than from the date of submission
of the final expenditure report for the award;
(x) Section 84.61, ‘‘Termination.’’ In lieu of the provisions of § 84.61, CDBG
subrecipients shall comply with § 570.503(b)(7); and
(4) Subpart D—‘‘After-the-Award Requirements,’’ except for § 84.71, ‘‘Closeout
Procedures.’’
[53 FR 8058, Mar. 11, 1988, as amended at 60
FR 1916, Jan. 5, 1995; 60 FR 56915, Nov. 9, 1995]

41

(This page intentionally left blank)

Uniform Relocation Act
24 CFR 570.606
[Code of Federal Regulations]
[Title 24, Volume 3]
[Revised as of April 1, 2012]
From the U.S. Government Printing Office via GPO Access
[CITE: 24CFR570.606]

TITLE 24--HOUSING AND URBAN DEVELOPMENT
CHAPTER V--OFFICE OF ASSISTANT SECRETARY FOR COMMUNITY PLANNING
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Subpart K_Other Program Requirements
Sec. 570.606 Displacement, relocation, acquisition, and replacement of housing.
(a) General policy for minimizing displacement. 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 part.
(b) Relocation assistance for displaced persons at URA levels.
(1) A displaced person shall be provided with relocation assistance at the levels
described in, and in accordance with the requirements of 49 CFR part 24, which
contains the government-wide regulations implementing the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970 (URA) (42 U.S.C. 4601–
4655).
(2) Displaced person.
(i) For purposes of paragraph (b) of this section, the term ‘‘displaced person’’ means
any person (family, individual, business, nonprofit organization, or farm) that moves
from real property, or moves his or her personal property from real property,
permanently 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 grantee (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, or loan guarantee funds under this part
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.
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(C) Before the date described in paragraph (b)(2)(i)(A) or (B) of this section, if either
HUD or the grantee (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 household’s average monthly gross
income; 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 other conditions of the temporary
relocation are not reasonable; and the tenant does not return to the building/ complex;
or
(3) The tenant is required 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.
(ii) Notwithstanding the provisions of paragraph (b)(2)(i) of this section, the term
‘‘displaced person-’’ does not include:
(A) A person who is evicted for cause based upon serious or repeated violations of
material terms of the lease or occupancy agreement. To exclude a person on this basis,
the 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;
(B) A person who moves into the property after the date of the notice described in
paragraph (b)(2)(i)(A) or (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, or 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 ‘‘initiation of negotiations’’ means the execution of
the grant or loan agreement between the grantee (or State or state recipient, as
applicable) and the person owning or controlling the real property.
(c) Residential anti-displacement and relocation assistance plan. The grantee
shall comply with the requirements of 24 CFR part 42, subpart B.
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(d) Optional relocation 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 grantee 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 (see, e.g., 24 CFR 570.201(i), as applicable). The
grantee (or state recipient, as applicable) must adopt a written policy available to the
public that describes the relocation assistance that the grantee (or state recipient, as
applicable) has elected to provide and that provides for 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. If 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 to be followed are described in 49 CFR 24.10. In addition, a low- or
moderate income household that has been displaced from a dwelling may file a written
request for review of the grantee’s decision to the HUD Field Office. For purposes of
the State CDBG program, a 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 grantee (or State and state recipient, as applicable) must maintain records in
sufficient detail to demonstrate compliance with the provisions of this section.
(Approved by the Office of Management and Budget under OMB control number 2506–
0102)
[61 FR 11477, Mar. 20, 1996, as amended at 61
FR 51760, Oct. 3, 1996]
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