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(ii) Section 84.23, ‘“‘Cost Sharing and

Matching’’;
(iii) Section 84.24, ‘“‘Program In-
come.” In lieu of §84.24, CDBG sub-

recipients shall follow §570.504;

(iv) Section 84.25, ‘““Revision of Budg-
et 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 in-
come (prorated to reflect the extent to
which CDBG funds were used to acquire
the equipment); and

(B) Equipment not needed by the sub-
recipient 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), (),
(9), and (h), ““Monitoring and Reporting
Program Performance’’;

(viii) Section 84.52,
porting’’;

(ix) Section 84.53(b), ‘“‘Retention and
access requirements for records.’”” Sec-
tion 84.53(b) applies with the following
exceptions:

(A) The retention period referenced
in 8§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
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 expendi-
ture 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 Re-
quirements,”” except for §84.71, ‘““Close-
out Procedures.”

[53 FR 8058, Mar. 11, 1988, as amended at 60
FR 1916, Jan. 5, 1995; 60 FR 56915, Nov. 9, 1995]

§570.503 Agreements with subrecipi-
ents.

(a) Before disbursing any CDBG funds

to a subrecipient, the recipient shall

sign a written agreement with the sub-

“Financial Re-

§570.503

recipient. 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 agree-
ment with the subrecipient shall in-
clude provisions concerning the fol-
lowing following items:

(1) Statement of work. The agreement
shall include a description of the work
to be performed, a schedule for com-
pleting 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 par-
ticular 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 require-
ments.

(3) Program income. The agreement
shall include the program income re-
quirements set forth in §570.504(c). The
agreement shall also specify that, at
the end of the program year, the grant-
ee 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 bal-
ances 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 require-
ments. 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 sub-
recipient to carry out each activity in
compliance with all Federal laws and
regulations described in subpart K of
these regulations, except that:

(i) The subrecipient does not assume
the recipient’s environmental respon-
sibilities described at §570.604; and

(ii) The subrecipient does not assume
the recipient’s responsibility for initi-
ating the review process under the pro-
visions of 24 CFR part 52.

(6) Suspension and termination. The
agreement shall specify that, in ac-
cordance with 24 CFR 85.43, suspension
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or termination may occur if the sub-
recipient materially fails to comply
with any term of the award, and that
the award may be terminated for con-
venience 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 ac-
counts 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 expira-
tion 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 para-
graph (b)(7)(i) of this section, in which
event the subrecipient shall pay to the
recipient an amount equal to the cur-
rent 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]

§570.504 Program income.

(a) Recording program income. The re-
ceipt and expenditure of program in-
come as defined in §570.500(a) shall be
recorded as part of the financial trans-
actions of the grant program.

(b) Disposition of program income re-
ceived by recipients. (1) Program income
received before grant closeout may be
retained by the recipient if the income
is treated as additional CDBG funds
subject to all applicable requirements
governing the use of CDBG funds.

24 CFR Ch. V (4-1-04 Edition)

(2) If the recipient chooses to retain
program income, that program income
shall be disposed of as follows:

(i) Program income in the form of re-
payments to, or interest earned on, a
revolving fund as defined in §570.500(b)
shall be substantially disbursed from
the fund before additional cash with-
drawals are made from the U.S. Treas-
ury for the same activity. (This rule
does not prevent a lump sum disburse-
ment to finance the rehabilitation of
privately owned properties as provided
for in §570.513.)

(ii) Substantially all other program
income shall be disbursed for eligible
activities before additional cash with-
drawals are made from the U.S. Treas-
ury.

(iii) At the end of each program year,
the aggregate amount of program in-
come cash balances and any invest-
ment thereof (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 loan
guarantee security needs) that, as of
the last day of the program year, ex-
ceeds one-twelfth of the most recent
grant made pursuant to §570.304 shall
be remitted to HUD as soon as prac-
ticable thereafter, to be placed in the
recipient’s line of credit. This provi-
sion applies to program income cash
balances and investments thereof held
by the grantee and its subrecipients.
(This provision shall be applied for the
first time at the end of the program
year for which Federal Fiscal Year 1996
funds are provided.)

(3) Program income on hand at the
time of closeout shall continue to be
subject to the eligibility requirements
in subpart C and all other applicable
provisions of this part until it is ex-
pended.

(4) Unless otherwise provided in any
grant closeout agreement, and subject
to the requirements of paragraph (b)(5)
of this section, income received after
closeout shall not be governed by the
provisions of this part, except that, if
at the time of closeout the recipient
has another ongoing CDBG grant re-
ceived directly from HUD, funds re-
ceived after closeout shall be treated
as program income of the ongoing
grant program.
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