Eligible CDBG Activities

From the U.S. Code
[Laws in effect as of January 20, 1999]
[CITE: 42USC5305]

(a) Enumeration of eligible activities
Activities assisted under this chapter may include only--

(1) the acquisition of real property (including air rights, water rights, and other
interests therein) which is

(A) blighted, deteriorated, deteriorating, undeveloped, or inappropriately
developed from the standpoint of sound community development and
growth;

(B) appropriate for rehabilitation or conservation activities;

(C) appropriate for the preservation or restoration of historic sites, the
beautification of urban land, the conservation of open spaces,
naturalresources, and scenic areas, the provision of recreational
opportunities, or the guidance of urban development;

(D) to be used for the provision of public works, facilities, and
improvements eligible for assistance under this chapter; or

(E) to be used for other public purposes;

(2) the acquisition, construction, reconstruction, or installation (including design
features and improvements with respect to such construction, reconstruction, or
installation that promote energy efficiency) of public works, facilities (except for
buildings for the general conduct of government), and site or other improvements;

(3) code enforcement in deteriorated or deteriorating areas in which such
enforcement, together with public or private improvements or services to be
provided, may be expected to arrest the decline of the area;

(4) clearance, demolition, removal, reconstruction, and rehabilitation (including
rehabilitation which promotes energy efficiency) of buildings and improvements
(including interim assistance, and financing public or private acquisition for
reconstruction or rehabilitation, and reconstruction or rehabilitation, of privately
owned properties, and including the renovation of closed school buildings);

(5) special projects directed to the removal of material and architectural barriers
which restrict the mobility and accessibility of elderly and handicapped persons;

(6) payments to housing owners for losses of rental income incurred in holding for
temporary periods housing units to be utilized for the relocation of individuals and
families displaced by activities under this chapter;
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(7) disposition (through sale, lease, donation, or otherwise) of any real property
acquired pursuant to this chapter or its retention for public purposes;

(8) provision of public services, including but not limited to those concerned with
employment, crime prevention, child care, health, drug abuse, education, energy
conservation, welfare or recreation needs, if such services have not been provided
by the unit of general local government (through funds raised by such unit, or
received by such unit from the State in which it is located) during any part of the
twelve-month period immediately preceding the date of submission of the
statement with respect to which funds are to be made available under this chapter,
and which are to be used for such services, unless the Secretary finds that the
discontinuation of such services was the result of events not within the control of
the unit of general local government, except that not more than 15 per centum of
the amount of any assistance to a unit of general local government (or in the case
of nonentitled communities not more than 15 per centum statewide) under this
chapter including program income may be used for activities under this paragraph
unless such unit of general local government used more than 15 percent of the
assistance received under this chapter for fiscal year 1982 or fiscal year 1983 for
such activities (excluding any assistance received pursuant to Public Law 98-8), in
which case such unit of general local government may use not more than the
percentage or amount of such assistance used for such activities for such fiscal
year, whichever method of calculation yields the higher amount, except that of any
amount of assistance under this chapter (including program income) in each of
fiscal years 1993 through 2001 to the City of Los Angeles and County of Los
Angeles, each such unit of general government may use not more than 25 percent
in each such fiscal year for activities under this paragraph, and except that of any
amount of assistance under this chapter (including program income) in each of the
fiscal years 1999, 2000, and 2001, to the City of Miami, such city may use not
more than 25 percent in each fiscal year for activities under this paragraph;

(1) Section 218 of the Quality Housing and Work Responsibility Act of 1998, title V
of Public Law 105-276, approved October 21, 1998 amended this paragraph by
striking "1998" and inserting "1999", as shown, to extend the public services cap
exception applicable to the City and County of Los Angeles through the end of fiscal
year 1999. However, section 596 of such Act also amended this paragraph, but by
striking "1998" and inserting "2000". The result of including both amendments in
the same Act is unclear.

(9) payment of the non-Federal share required in connection with a Federal grant-
in-aid program undertaken as part of activities assisted under this chapter;

(10) payment of the cost of completing a project funded under title | of the
Housing Act of 1949 [42 u.s.C. 1450 et seq.];

(11) relocation payments and assistance for displaced individuals, families,
businesses, organizations, and farm operations, when determined by the grantee
to be appropriate;

(12) activities necessary

(A) to develop a comprehensive community development plan, and
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(B) to develop a policy-planning- management capacity so that the
recipient of assistance under this chapter may more rationally and
effectively

(i) determine its needs,
(ii) set long-term goals and short-term objectives,

(iii) devise programs and activities to meet these goals and
objectives,

(iv) evaluate the progress of such programs in accomplishing these
goals and objectives, and

(v) carry out management, coordination, and monitoring of activities
necessary for effective planning implementation;

(13) payment of reasonable administrative costs related to establishing and
administering federally approved enterprise zones and payment of reasonable
administrative costs and carrying charges related to

(A) administering the HOME program under title 1l of the Cranston-
Gonzalez National Affordable Housing Act [42 u.s.C. 12721 et seq.]; and

(B) the planning and execution of community development and housing
activities, including the provision of information and resources to residents
of areas in which community development and housing activities are to be
concentrated with respect to the planning and execution of such activities,
and including the carrying out of activities as described in section 461(e) of
title 40 on August 12, 1981;

(14) provision of assistance including loans (both interim and long-term) and
grants for activities which are carried out by public or private nonprofit entities,
including

(A) acquisition of real property;

(B) acquisition, construction, reconstruction, rehabilitation, or installation of

(i) public facilities (except for buildings for the general conduct of
government), site improvements, and utilities, and

(ii) commercial or industrial buildings or structures and other
commercial or industrial real property improvements; and

(C) planning;
(15) assistance to neighborhood-based nonprofit organizations, local development
corporations, nonprofit organizations serving the development needs of the

communities in nonentitlement areas, or entities organized under section 681(d) of
title 15 to carry out a neighborhood revitalization or community economic
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development or energy conservation project in furtherance of the objectives of
section 5301 (c) of this title, and assistance to neighborhood-based nonprofit
organizations, or other private or public nonprofit organizations, for the purpose of
assisting, as part of neighborhood revitalization or other community development,
the development of shared housing opportunities (other than by construction of
new facilities) in which elderly families (as defined in section 1437a(b)(3) of this
title) benefit as a result of living in a dwelling in which the facilities are shared with
others in a manner that effectively and efficiently meets the housing needs of the
residents and thereby reduces their cost of housing;

(16) activities necessary to the development of energy use strategies related to a
recipient’'s development goals, to assure that those goals are achieved with
maximum energy efficiency, including items such as--

(A) an analysis of the manner in, and the extent to, which energy
conservation objectives will be integrated into local government operations,
purchasing and service delivery, capital improvements budgeting, waste
management, district heating and cooling, land use planning and zoning,
and traffic control, parking, and public transportation functions; and

(B) a statement of the actions the recipient will take to foster energy conservation

and the use of renewable energy resources in the private sector, including the

enactment and enforcement of local codes and ordinances to encourage or

mandate energy conservation or use of renewable energy resources, financial and

other assistance to be provided (principally for the benefit of low- and moderate-

income persons) to make energy conserving improvements to residential
structures, and any other proposed energy conservation activities;

(17) provision of assistance to private, for-profit entities, when the assistance is
appropriate to carry out an economic development project (that shall minimize, to
the extent practicable, displacement of existing businesses and jobs in
neighborhoods) that--

(A) creates or retains jobs for low- and moderate-income persons;
(B) prevents or eliminates slums and blight;

(C) meets urgent needs;

(D) creates or retains businesses owned by community residents;

(E) assists businesses that provide goods or services needed by, and
affordable to, low- and moderate-income residents; or

(F) provides technical assistance to promote any of the activities under
subparagraphs (A) through (E);

(18) the rehabilitation or development of housing assisted under section 14370 of
this title;
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(19) provision of technical assistance to public or nonprofit entities to increase the
capacity of such entities to carry out eligible neighborhood revitalization or
economic development activities, which assistance shall not be considered a
planning cost as defined in paragraph (12) or administrative cost as defined in
paragraph (13);

(20)housing services, such as housing counseling in connection with tenant-based
rental assistance and affordable housing projects assisted under title 1l of the
Cranston-Gonzalez National Affordable Housing Act [42 u.s.C. 12721 et seq.], €energy
auditing, preparation of work specifications, loan processing, inspections, tenant
selection, management of tenant-based rental assistance, and other services
related to assisting owners, tenants, contractors, and other entities, participating
or seeking to participate in housing activities assisted under title 11 of the
Cranston-Gonzalez National Affordable Housing Act;

(21) provision of assistance by recipients under this chapter to institutions of
higher education having a demonstrated capacity to carry out eligible activities
under this subsection for carrying out such activities;

(22) provision of assistance to public and private organizations, agencies, and
other entities (including nonprofit and for-profit entities) to enable such entities to
facilitate economic development by--

(A) providing credit (including providing direct loans and loan guarantees,
establishing revolving loan funds, and facilitating peer lending programs) for
the establishment, stabilization, and expansion of microenterprises;

(B) providing technical assistance, advice, and business support services
(including assistance, advice, and support relating to developing business
plans, securing funding, conducting marketing, and otherwise engaging in
microenterprise activities) to owners of microenterprises and persons
developing microenterprises; and

(C) providing general support (such as peer support programs and
counseling) to owners of microenterprises and persons developing
microenterprises;

(23) activities necessary to make essential repairs and to pay operating expenses
necessary to maintain the habitability of housing units acquired through tax
foreclosure proceedings in order to prevent abandonment and deterioration of such
housing in primarily low- and moderate-income neighborhoods;

(24) provision of direct assistance to facilitate and expand homeownership \1\
among persons of low and moderate income (except that such assistance shall not
be considered a public service for purposes of paragraph (8)) by using such
assistance to--

(A) subsidize interest rates and mortgage principal amounts for low- and
moderate-income homebuyers;
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(B) finance the acquisition by low- and moderate-income homebuyers of
housing that is occupied by the homebuyers;

(C) acquire guarantees for mortgage financing obtained by low- and
moderate-income homebuyers from private lenders (except that amounts
received under this chapter may not be used under this subparagraph to
directly guarantee such mortgage financing and grantees under this chapter
may not directly provide such guarantees);

(D) provide up to 50 percent of any downpayment required from low- or
moderate-income homebuyer; or

(E) pay reasonable closing costs (normally associated with the purchase of
a home) incurred by a low- or moderate-income homebuyer; and

\1\ The previous "sunset" provision for paragraph (24) has been repealed.

(25) lead-based paint hazard evaluation and reduction, as defined in section
4851b of this title.
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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. 570.201 Basic eligible activities.

CDBG funds may be used for the following activities:

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

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

(c) Public facilities and improvements. Acquisition, construction,
reconstruction, rehabilitation or installation of public facilities and
improvements, except as provided in Sec. 570.207(a), carried out by the
recipient or other public or private nonprofit entities. (However,
activities under this paragraph may be directed to the removal of
material and architectural barriers that restrict the mobility and
accessibility of elderly or severely disabled persons to public
facilities and improvements, including those provided for in Sec.
570.207(a)(1)-) In undertaking such activities, design features and
improvements which promote energy efficiency may be included. Such
activities may also include the execution of architectural design
features, and similar treatments intended to enhance the aesthetic
quality of facilities and improvements receiving CDBG assistance, such
as decorative pavements, railings, sculptures, pools of water and
fountains, and other works of art. Facilities designed for use in
providing shelter for persons having special needs are considered public
facilities and not subject to the prohibition of new housing
construction described in Sec. 570.207(b)(3). Such facilities include
shelters for the homeless; convalescent homes; hospitals, nursing homes;
battered spouse shelters; halfway houses for run-away children, drug
offenders or parolees; group homes for mentally retarded persons and
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temporary housing for disaster victims. In certain cases, nonprofit
entities and subrecipients including those specified in Sec. 570.204
may acquire title to public facilities. When such facilities are owned
by nonprofit entities or subrecipients, they shall be operated so as
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to be open for use by the general public during all normal hours of
operation. Public facilities and improvements eligible for assistance
under this paragraph are subject to the policies in Sec. 570.200(b).

(d) Clearance activities. Clearance, demolition, and removal of
buildings and improvements, including movement of structures to other
sites. Demolition of HUD-assisted or HUD-owned housing units may be
undertaken only with the prior approval of HUD.

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

(1) The amount of CDBG funds used for public services shall not
exceed 15 percent of each grant, except that for entitlement grants made
under subpart D of this part, the amount shall not exceed 15 percent of
the grant plus 15 percent of program income, as defined in Sec.
570.500(a). For entitlement grants under subpart D of this part,
compliance is based on limiting the amount of CDBG funds obligated for
public service activities in each program year to an amount no greater
than 15 percent of the entitlement grant made for that program year plus
15 percent of the program income received during the grantee®"s
immediately preceding program year.

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

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

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

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

(B) The amount determined by applying the percentage of the grant it
obligated for public services in the 1983 program year against the grant
for its current program year;
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(C) The amount of funds it obligated for public services in the 1982
program year; or,

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

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

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

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

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

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

(ii) The clearance of streets, including snow removal and similar
activities, and

(iii) The improvement of private properties.

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

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

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

(i) Relocation. Relocation payments and other assistance for
permanently and temporarily relocated individuals families, businesses,
nonprofit organizations, and farm operations where the assistance is (1)
required under the provisions of Sec. 570.606 (b) or (c); or (2)
determined by the grantee to be appropriate under the provisions of
Sec. 570.606(d).

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

(k) Housing services. Housing services, as provided In section
105(a)(21) of the Act (42 U.S.C. 5305(a)(21)).-

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

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

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

(0) (1) The provision of assistance either through the recipient
directly or through public and private organizations, agencies, and
other subrecipients (including nonprofit and for-profit subrecipients)
to facilitate economic development by:

(i) Providing credit, including, but not limited to, grants, loans,
loan guarantees, and other forms of financial support, for the
establishment, stabilization, and expansion of microenterprises;

(ii1) Providing technical assistance, advice, and business support
services to owners of microenterprises and persons developing
microenterprises; and

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

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

(3) For purposes of this paragraph (0), ~“persons developing
microenterprises™® means such persons who have expressed interest and
who are, or after an initial screening process are expected to be,
actively working toward developing businesses, each of which Is expected
to be a microenterprise at the time it is formed.

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

(p) Technical assistance. Provision of technical assistance to
public or nonprofit entities to increase the capacity of such entities
to carry out eligible neighborhood revitalization or economic
development activities. (The recipient must determine, prior to the

[[Page 44]1]

provision of the assistance, that the activity for which it is
attempting to build capacity would be eligible for assistance under this
subpart C, and that the national objective claimed by the grantee for
this assistance can reasonably be expected to be met once the entity has
received the technical assistance and undertakes the activity.) Capacity
building for private or public entities (including grantees) for other
purposes may be eligible under Sec. 570.205.

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

[53 FR 34439, Sept. 6, 1988, as amended at 53 FR 31239, Aug. 17, 1988;
55 FR 29308, July 18, 1990; 57 FR 27119, June 17, 1992; 60 FR 1943, Jan.
5, 1995; 60 FR 56911, Nov. 9, 1995; 61 FR 18674, Apr. 29, 1996; 65 FR
70215, Nov. 21, 2000; 67 FR 47213, July 17, 2002]
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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. 570.202 Eligible rehabilitation and preservation activities.

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

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

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

(3) Publicly or privately owned commercial or industrial buildings,
except that the rehabilitation of such buildings owned by a private for-
profit business is limited to improvements to the exterior of the
building and the correction of code violations (further improvements to
such buildings may be undertaken pursuant to Sec. 570.203(b));

(4) Nonprofit-owned nonresidential buildings and improvements not
eligible under Sec. 570.201(c); and

(5) Manufactured housing when such housing constitutes part of the
community"s permanent housing stock.

(b) Types of assistance. CDBG funds may be used to finance the
following types of rehabilitation activities, and related costs, either
singly, or in combination, through the use of grants, loans, loan
guarantees, interest supplements, or other means for buildings and
improvements described in paragraph (a) of this section, except that
rehabilitation of commercial or industrial buildings is limited as
described in paragraph (a)(3) of this section.

(1) Assistance to private individuals and entities, including profit
making and nonprofit organizations, to acquire for the purpose of
rehabilitation, and to rehabilitate properties, for use or resale for
residential purposes;

(2) Labor, materials, and other costs of rehabilitation of
properties, including repair directed toward an accumulation of deferred
maintenance, replacement of principal fixtures and components of
existing structures, installation of security devices, including smoke
detectors and dead bolt locks, and renovation through alterations,
additions to, or enhancement of existing structures, which may be
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undertaken singly, or in combination;

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

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

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

(6) Connection of residential structures to water distribution lines
or local sewer collection lines;

(7) For rehabilitation carried out with CDBG funds, costs of:

(i) Initial homeowner warranty premiums;
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(ii) Hazard insurance premiums, except where assistance is provided
in the form of a grant; and

(iii) Flood insurance premiums for properties covered by the Flood
Disaster Protection Act of 1973, pursuant to Sec. 570.605.

(iv) Procedures concerning inspection and testing for and abatement
of lead-based paint, pursuant to Sec. 570.608.

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

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

(10) Assistance for the rehabilitation of housing under section 17
of the United States Housing Act of 1937; and

(11) Improvements designed to remove material and architectural
barriers that restrict the mobility and accessibility of elderly or
severely disabled persons to buildings and improvements eligible for
assistance under paragraph (a) of this section.

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

(d) Historic preservation. CDBG funds may be used for the
rehabilitation, preservation or restoration of historic properties,
whether publicly or privately owned. Historic properties are those sites
or structures that are either listed in or eligible to be listed in the
National Register of Historic Places, listed in a State or local
inventory of historic places, or designated as a State or local landmark
or historic district by appropriate law or ordinance. Historic
preservation, however, is not authorized for buildings for the general
conduct of government.
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(e) Renovation of closed buildings. CDBG funds may be used to
renovate closed buildings, such as closed school buildings, for use as
an eligible public facility or to rehabilitate such buildings for

housing.
(f) Lead-based paint activities. Lead-based paint activities as set
forth in part 35 of this title.

[53 FR 34439, Sept. 6, 1988; 53 FR 41330, Oct. 21, 1988, as amended at
60 FR 1944, Jan. 5, 1995; 60 FR 56911, Nov. 9, 1995: 64 FR 50225, Sept.
15, 1999]
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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. 570.203 Special economic development activities.

A recipient may use CDBG funds for special economic development
activities in addition to other activities authorized in this subpart
which may be carried out as part of an economic development project.
Guidelines for selecting activities to assist under this paragraph are
provided at Sec. 570.209. The recipient must ensure that the
appropriate level of public benefit will be derived pursuant to those
guidelines before obligating funds under this authority. Special
activities authorized under this section do not include assistance for
the construction of new housing. Special economic development activities
include:

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

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

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

[53 FR 34439, Sept. 6, 1988, as amended at 60 FR 1944, Jan. 5, 1995]
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PART 570 COMMUNITY DEVELOPMENT BLOCK GRANTS--Table of Contents
Subpart C Eligible Activities

Sec. 570.205 Eligible planning, urban environmental design and
policy-planning-management-capacity building activities.

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

(1) Comprehensive plans;

(2) Community development plans;

(3) Functional plans, in areas such as:

(1) Housing, including the development of a consolidated plan;

[[Page 48]]

(i1) Land use and urban environmental design;

(ii1) Economic development;

(iv) Open space and recreation;

(v) Energy use and conservation;

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

(vii) Transportation;

(viiin) Utilities; and

(ix) Historic preservation.

(4) Other plans and studies such as:

(i) Small area and neighborhood plans;

(i1) Capital improvements programs;

(iii) Individual project plans (but excluding engineering and design
costs related to a specific activity which are eligible as part of the
cost of such activity under Sec. Sec. 570.201-570.204);

(iv) The reasonable costs of general environmental, urban
environmental design and historic preservation studies. However, costs
necessary to comply with 24 CFR part 58, including project specific
environmental assessments and clearances for activities eligible for
assistance under this part, are eligible as part of the cost of such
activities under Sec. Sec. 570.201-570.204. Costs for such specific
assessments and clearances may also be incurred under this paragraph but
would then be considered planning costs for the purposes of Sec.
570.200(9);

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

(vii) Analysis of impediments to fair housing choice.

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

(1) Determine its needs;

(2) Set long-term goals and short-term objectives, including those
related to urban environmental design;

(3) Devise programs and activities to meet these goals and
objectives;

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

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

[53 FR 34439, Sept. 6, 1988, as amended at 56 FR 56127, Oct. 31, 1991;
60 FR 1915, Jan. 5, 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. 570.207 Ineligible activities.

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

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

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

(2) General government expenses. Except as otherwise specifically
authorized in this subpart or under OMB Circular A-87, expenses required
to carry out the regular responsibilities of the unit of general local
government are not eligible for assistance under this part.

(3) Political activities. CDBG funds shall not be used to finance
the use of facilities or equipment for political purposes or to engage
in other partisan political activities, such as candidate forums, voter
transportation, or voter registration. However, a facility originally
assisted with CDBG funds may be used on an incidental basis to hold
political meetings, candidate forums, or voter registration campaigns,
provided that all parties and organizations have access to the facility
on an equal basis, and are assessed equal rent or use charges, if any.

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

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

(i) Construction equipment. The purchase of construction equipment
is ineligible, but compensation for the use of such equipment through
leasing, depreciation, or use allowances pursuant to OMB Circulars A-21,
A-87 or A-122 as applicable for an otherwise eligible activity is an
eligible use of CDBG funds. However, the purchase of construction
equipment for use as part of a solid

[[Page 51]1]

waste disposal facility is eligible under Sec. 570.201(c).-

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

(ii1) Furnishings and personal property. The purchase of equipment,
fixtures, motor vehicles, furnishings, or other personal property not an
integral structural fixture is generally ineligible. CDBG funds may be
used, however, to purchase or to pay depreciation or use allowances (in
accordance with OMB Circular A-21, A-87 or A-122, as applicable) for
such items when necessary for use by a recipient or its subrecipients in
the administration of activities assisted with CDBG funds, or when
eligible as fire fighting equipment, or when such items constitute all
or part of a public service pursuant to Sec. 570.201(e).

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

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

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

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

(i) As provided under the last resort housing provisions set forth
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in 24 CFR part 42;

(i1) As authorized under Sec. 570.201(m) or (n);

(iii) When carried out by an entity pursuant to Sec. 570.204(a);

(4) Income payments. The general rule is that CDBG funds may not be
used for income payments. For purposes of the CDBG program, "~ income
payments®" " means a series of subsistence-type grant payments made to an
individual or family for items such as food, clothing, housing (rent or
mortgage), or utilities, but excludes emergency grant payments made over
a period of up to three consecutive months to the provider of such items
or services on behalf of an individual or family.

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