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to qualify the activity under either cri-
terion, 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] 

§ 570.209 Guidelines for evaluating 
and selecting economic develop-
ment projects. 

The following guidelines are provided 
to assist the recipient to evaluate and 
select activities to be carried out for 
economic development purposes. Spe-
cifically, these guidelines are applica-
ble to activities that are eligible for 
CDBG assistance under § 570.203. These 
guidelines also apply to activities car-
ried out under the authority of § 570.204 
that would otherwise be eligible under 
§ 570.203, were it not for the involve-
ment of a Community-Based Develop-
ment Organization (CBDO). (This 
would include activities where a CBDO 
makes loans to for-profit businesses.) 
These guidelines are composed of two 
components: guidelines for evaluating 
project costs and financial require-
ments; and standards for evaluating 
public benefit. The standards for evalu-
ating public benefit are mandatory, but 
the guidelines for evaluating projects 
costs and financial requirements are 
not. 

(a) Guidelines and objectives for evalu-
ating project costs and financial require-
ments. HUD has developed guidelines 
that are designed to provide the recipi-
ent with a framework for financially 
underwriting and selecting CDBG-as-
sisted economic development projects 
which are financially viable and will 
make the most effective use of the 
CDBG funds. These guidelines, also re-
ferred to as the underwriting guide-
lines, are published as appendix A to 
this part. The use of the underwriting 
guidelines published by HUD is not 
mandatory. However, grantees electing 
not to use these guidelines would be ex-
pected to conduct basic financial un-
derwriting prior to the provision of 
CDBG financial assistance to a for- 
profit business. Where appropriate, 
HUD’s underwriting guidelines recog-
nize that different levels of review are 
appropriate to take into account dif-
ferences in the size and scope of a pro-
posed project, and in the case of a 

microenterprise or other small busi-
ness to take into account the dif-
ferences in the capacity and level of so-
phistication among businesses of dif-
fering sizes. Recipients are encouraged, 
when they develop their own programs 
and underwriting criteria, to also take 
these factors into account. The objec-
tives of the underwriting guidelines are 
to ensure: 

(1) That project costs are reasonable; 
(2) That all sources of project financ-

ing are committed; 
(3) That to the extent practicable, 

CDBG funds are not substituted for 
non-Federal financial support; 

(4) That the project is financially fea-
sible; 

(5) That to the extent practicable, 
the return on the owner’s equity in-
vestment will not be unreasonably 
high; and 

(6) That to the extent practicable, 
CDBG funds are disbursed on a pro rata 
basis with other finances provided to 
the project. 

(b) Standards for evaluating public ben-
efit. The grantee is responsible for 
making sure that at least a minimum 
level of public benefit is obtained from 
the expenditure of CDBG funds under 
the categories of eligibility governed 
by these guidelines. The standards set 
forth below identify the types of public 
benefit that will be recognized for this 
purpose and the minimum level of each 
that must be obtained for the amount 
of CDBG funds used. Unlike the guide-
lines for project costs and financial re-
quirements covered under paragraph 
(a) of this section, the use of the stand-
ards for public benefit is mandatory. 
Certain public facilities and improve-
ments eligible under § 570.201(c) of the 
regulations, which are undertaken for 
economic development purposes, are 
also subject to these standards, as 
specified in § 570.208(a)(4)(vi)(F)(2). 

(1) Standards for activities in the aggre-
gate. Activities covered by these guide-
lines must, in the aggregate, either: 

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

(ii) Provide goods or services to resi-
dents of an area, such that the number 
of low- and moderate-income persons 
residing in the areas served by the as-
sisted businesses amounts to at least 
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one low- and moderate-income person 
per $350 of CDBG funds used. 

(2) Applying the aggregate standards. 
(i) A metropolitan city or an urban 
county shall apply the aggregate 
standards under paragraph (b)(1) of this 
section to all applicable activities for 
which CDBG funds are first obligated 
within each single CDBG program year, 
without regard to the source year of 
the funds used for the activities. A 
grantee under the HUD-Administered 
Small Cities or Insular Areas CDBG 
programs shall apply the aggregate 
standards under paragraph (b)(1) of this 
section to all funds obligated for appli-
cable activities from a given grant; 
program income obligated for applica-
ble activities will, for these purposes, 
be aggregated with the most recent 
open grant. For any time period in 
which a community has no open HUD- 
Administered or Insular Areas grants, 
the aggregate standards shall be ap-
plied to all applicable activities for 
which program income is obligated 
during that period. 

(ii) The grantee shall apply the ag-
gregate standards to the number of 
jobs to be created/retained, or to the 
number of persons residing in the area 
served (as applicable), as determined at 
the time funds are obligated to activi-
ties. 

(iii) Where an activity is expected 
both to create or retain jobs and to 
provide goods or services to residents 
of an area, the grantee may elect to 
count the activity under either the 
jobs standard or the area residents 
standard, but not both. 

(iv) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 
support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the aggregate stand-
ards. 

(v) Any activity subject to these 
guidelines which meets one or more of 
the following criteria may, at the 
grantee’s option, be excluded from the 
aggregate standards described in para-
graph (b)(1) of this section: 

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

(1) Jobs Training Partnership Act 
(JTPA); 

(2) Jobs Opportunities for Basic 
Skills (JOBS); or 

(3) Aid to Families with Dependent 
Children (AFDC); 

(B) Provides jobs predominantly for 
residents of Public and Indian Housing 
units; 

(C) Provides jobs predominantly for 
homeless persons; 

(D) Provides jobs predominantly for 
low-skilled, low- and moderate-income 
persons, where the business agrees to 
provide clear opportunities for pro-
motion and economic advancement, 
such as through the provision of train-
ing; 

(E) Provides jobs predominantly for 
persons residing within a census tract 
(or block numbering area) that has at 
least 20 percent of its residents who are 
in poverty; 

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

(G) Stabilizes or revitalizes a neigh-
borhood that has at least 70 percent of 
its residents who are low- and mod-
erate-income; 

(H) Provides assistance to a Commu-
nity Development Financial Institu-
tion that serve an area that is predomi-
nantly low- and moderate-income per-
sons; 

(I) Provides assistance to a Commu-
nity-Based Development Organization 
serving a neighborhood that has at 
least 70 percent of its residents who are 
low- and moderate-income; 

(J) Provides employment opportuni-
ties that are an integral component of 
a project designed to promote spatial 
deconcentration of low- and moderate- 
income and minority persons; 

(K) With prior HUD approval, pro-
vides substantial benefit to low-income 
persons through other innovative ap-
proaches; 

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

(M) Creates or retains jobs through 
businesses assisted in an area pursuant 
to a strategy approved by HUD under 
the provisions of § 91.215(e) of this title. 
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(3) Standards for individual activities. 
Any activity subject to these guide-
lines which falls into one or more of 
the following categories will be consid-
ered by HUD to provide insufficient 
public benefit, and therefore may under 
no circumstances be assisted with 
CDBG funds: 

(i) The amount of CDBG assistance 
exceeds either of the following, as ap-
plicable: 

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

(B) $1,000 per low- and moderate-in-
come person to which goods or services 
are provided by the activity. 

(ii) The activity consists of or in-
cludes any of the following: 

(A) General promotion of the commu-
nity as a whole (as opposed to the pro-
motion of specific areas and programs); 

(B) Assistance to professional sports 
teams; 

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

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

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

(4) Applying the individual activity 
standards. (i) Where an activity is ex-
pected both to create or retain jobs and 
to provide goods or services to resi-
dents of an area, it will be disqualified 
only if the amount of CDBG assistance 
exceeds both of the amounts in para-
graph (b)(3)(i) of this section. 

(ii) The individual activity standards 
in paragraph (b)(3)(i) of this section 
shall be applied to the number of jobs 
to be created or retained, or to the 
number of persons residing in the area 
served (as applicable), as determined at 
the time funds are obligated to activi-
ties. 

(iii) Where CDBG assistance for an 
activity is limited to job training and 
placement and/or other employment 

support services, the jobs assisted with 
CDBG funds shall be considered to be 
created or retained jobs for the pur-
poses of applying the individual activ-
ity standards in paragraph (b)(3)(i) of 
this section. 

(c) Amendments to economic develop-
ment projects after review determinations. 
If, after the grantee enters into a con-
tract to provide assistance to a project, 
the scope or financial elements of the 
project change to the extent that a sig-
nificant contract amendment is appro-
priate, the project should be reevalu-
ated under these and the recipient’s 
guidelines. (This would include, for ex-
ample, situations where the business 
requests a change in the amount or 
terms of assistance being provided, or 
an extension to the loan payment pe-
riod required in the contract.) If a re-
evaluation of the project indicates that 
the financial elements and public ben-
efit to be derived have also substan-
tially changed, then the recipient 
should make appropriate adjustments 
in the amount, type, terms or condi-
tions of CDBG assistance which has 
been offered, to reflect the impact of 
the substantial change. (For example, 
if a change in the project elements re-
sults in a substantial reduction of the 
total project costs, it may be appro-
priate for the recipient to reduce the 
amount of total CDBG assistance.) If 
the amount of CDBG assistance pro-
vided to the project is increased, the 
amended project must still comply 
with the public benefit standards under 
paragraph (b) of this section. 

(d) Documentation. The grantee must 
maintain sufficient records to dem-
onstrate the level of public benefit, 
based on the above standards, that is 
actually achieved upon completion of 
the CDBG-assisted economic develop-
ment activity(ies) and how that com-
pares to the level of such benefit an-
ticipated when the CDBG assistance 
was obligated. If the grantee’s actual 
results show a pattern of substantial 
variation from anticipated results, the 
grantee is expected to take all actions 
reasonably within its control to im-
prove the accuracy of its projections. If 
the actual results demonstrate that 
the recipient has failed the public ben-
efit standards, HUD may require the 
recipient to meet more stringent 

VerDate mar<24>2004 01:32 Apr 15, 2004 Jkt 203078 PO 00000 Frm 00061 Fmt 8010 Sfmt 8010 Y:\SGML\203078T.XXX 203078T



62 

24 CFR Ch. V (4–1–04 Edition) § 570.300 

standards in future years as appro-
priate. 

[60 FR 1947, Jan. 5, 1995, as amended at 60 FR 
17445, Apr. 6, 1995] 

Subpart D—Entitlement Grants 

SOURCE: 53 FR 34449, Sept. 6, 1988, unless 
otherwise noted. 

§ 570.300 General. 
This subpart describes the policies 

and procedures governing the making 
of community development block 
grants to entitlement communities. 
The policies and procedures set forth in 
subparts A, C, J, K, and O of this part 
also apply to entitlement grantees. 

§ 570.301 Activity locations and float- 
funding. 

The consolidated plan, action plan, 
and amendment submission require-
ments referred to in this section are 
those in 24 CFR part 91. 

(a) For activities for which the grant-
ee has not yet decided on a specific lo-
cation, such as when the grantee is al-
locating an amount of funds to be used 
for making loans or grants to busi-
nesses or for residential rehabilitation, 
the description in the action plan or 
any amendment shall identify who may 
apply for the assistance, the process by 
which the grantee expects to select 
who will receive the assistance (includ-
ing selection criteria), and how much 
and under what terms the assistance 
will be provided, or in the case of a 
planned public facility or improve-
ment, how it expects to determine its 
location. 

(b) Float-funded activities and guaran-
tees. A recipient may use undisbursed 
funds in the line of credit and its CDBG 
program account that are budgeted in 
statements or action plans for one or 
more other activities that do not need 
the funds immediately, subject to the 
limitations described below. Such 
funds shall be referred to as the ‘‘float’’ 
for purposes of this section and the ac-
tion plan. Each activity carried out 
using the float must meet all of the 
same requirements that apply to 
CDBG-assisted activities generally, and 
must be expected to produce program 
income in an amount at least equal to 

the amount of the float so used. When-
ever the recipient proposes to fund an 
activity with the float, it must include 
the activity in its action plan or amend 
the action plan for the current pro-
gram year. For purposes of this sec-
tion, an activity that uses such funds 
will be called a ‘‘float-funded activity.’’ 

(1) Each float-funded activity must 
be individually listed and described as 
such in the action plan. 

(2)(i) The expected time period be-
tween obligation of assistance for a 
float-funded activity and receipt of 
program income in an amount at least 
equal to the full amount drawn from 
the float to fund the activity may not 
exceed 2.5 years. An activity from 
which program income sufficient to re-
cover the full amount of the float as-
sistance is expected to be generated 
more than 2.5 years after obligation 
may not be funded from the float, but 
may be included in an action plan if it 
is funded from CDBG funds other than 
the float (e.g., grant funds or proceeds 
from an approved Section 108 loan 
guarantee). 

(ii) Any extension of the repayment 
period for a float-funded activity shall 
be considered to be a new float-funded 
activity for these purposes and may be 
implemented by the grantee only if the 
extension is made subject to the same 
limitations and requirements as apply 
to a new float-funded activity. 

(3) Unlike other projected program 
income, the full amount of income ex-
pected to be generated by a float-fund-
ed activity must be shown as a source 
of program income in the action plan 
containing the activity, whether or not 
some or all of the income is expected 
to be received in a future program year 
(in accordance with 24 CFR 
91.220(g)(1)(ii)(D)). 

(4) The recipient must also clearly 
declare in the action plan that identi-
fies the float-funded activity the re-
cipient’s commitment to undertake 
one of the following options: 

(i) Amend or delete activities in an 
amount equal to any default or failure 
to produce sufficient income in a time-
ly manner. If the recipient makes this 
choice, it must include a description of 
the process it will use to select the ac-
tivities to be amended or deleted and 
how it will involve citizens in that 
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