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on a reimbursement basis. If that is 
not possible, grant payments will be 
made by U.S. Treasury checks. 

(3) Deobligation. HUD may deobligate 
amounts for grants if proposed activi-
ties are not begun or completed within 
a reasonable period of time after selec-
tion. 

(j) Other Federal requirements—(1) Ap-
plicability of part 570. HSI–WSP shall be 
subject to the policies and procedures 
set forth in subparts A, K, and O of 24 
CFR part 570, as applicable, except as 
modified or limited under the provi-
sions of this Notice. The provisions of 
subparts C and J of part 570 shall not 
apply to HSI–WSP. 

(2) Uniform Administrative require-
ments. Recipients under HSI–WSP shall 
comply with the requirements and 
standards of OMB Circular No. A–22, 
‘‘Cost Principles for Educational Insti-
tutions.’’ Recipients that are private 
institutions of higher education shall 
comply with OMB Circular A–133, 
‘‘Non-Federal Audit Requirements for 
Institutions of Higher Education and 
Other Nonprofit Institutions,’’ which is 
implemented at 24 CFR part 45. Recipi-
ents that are public institutions of 
higher education shall comply with 
OMB Circular A–128, ‘‘Non-Federal 
Audit Requirements for State and 
Local Governments,’’ which is imple-
mented at 24 CFR part 44. Audits shall 
be conducted annually. In addition, all 
recipients under HSI–WSP shall com-
ply with the provisions of OMB Cir-
cular A–110, ‘‘Uniform Administrative 
Requirements for Grants and Agree-
ments With Institutions of Higher Edu-
cation, Hospitals and Other Non-Profit 
Organizations,’’ which is implemented 
at 24 CFR part 84. OMB Circular A–110 
shall apply to recipients in its entirety. 

[62 FR 17493, Apr. 9, 1997, as amended at 63 
FR 9683, Feb. 25, 1998] 

Subpart F—Small Cities Program 

SOURCE: 62 FR 62914, Nov. 25, 1997, unless 
otherwise noted. 

§ 570.420 General. 
(a) HUD administration of nonentitle-

ment CDBG funds. Title I of the Hous-
ing and Community Development Act 
of 1974 permits each State to elect to 

administer all aspects of the Commu-
nity Development Block Grant (CDBG) 
Program annual fund allocation for the 
nonentitlement areas within its juris-
diction. This subpart sets forth policies 
and procedures applicable to grants for 
nonentitlement areas in States that 
have not elected, in a manner and time 
prescribed by the Secretary, to admin-
ister the CDBG Program. States that 
elected to administer the program 
after the close of fiscal year 1984 can-
not return administration of the pro-
gram to HUD. A decision by a State to 
discontinue administration of the pro-
gram would result in the loss of CDBG 
funds for nonentitlement areas in that 
State and the reallocation of those 
funds to all States in the succeeding 
fiscal year. 

(b) Scope and applicability. (1) This 
subpart describes the policies and pro-
cedures of the Small Cities Program 
which apply to nonentitlement areas in 
States where HUD administers the 
CDBG Program. HUD currently admin-
isters the Small Cities Program in only 
two States—New York and Hawaii. 
This subpart principally addresses the 
requirements for New York, and 
§§ 570.429 and 570.430 identify special 
procedures applicable to Hawaii. 

(2) The allocation of formula CDBG 
funds for use in nonentitlement areas 
of Hawaii and New York is as provided 
in subpart A of this part. The policies 
and procedures set forth in the fol-
lowing identified subparts of this part 
570 apply to the HUD-administered 
Small Cities Program, except as modi-
fied or limited under the provisions 
thereof or this subpart: 

(i) Subpart A—General Provisions; 
(ii) Subpart C—Eligible Activities; 
(iii) Subpart J—Grant Administra-

tion; 
(iv) Subpart K—Other Program Re-

quirements; and 
(v) Subpart O—Performance Reviews. 
(c) Public notification requirements. (1) 

Section 102 of the Department of Hous-
ing and Urban Development Reform 
Act of 1989 (42 U.S.C. 3545) contains a 
number of provisions that are designed 
to ensure greater accountability and 
integrity in the provision of certain 
types of assistance administered by 
HUD. All competitive grants in the 
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HUD-administered Small Cities Pro-
gram in New York are affected by this 
legislation, and the requirements iden-
tified at 24 CFR part 4 apply to them. 
Imminent threat grants under § 570.424 
and section 108 repayment grants under 
§ 570.432 are not affected by section 102 
as they are not competitive grants. 

(2) The Hawaii HUD-administered 
Small Cities Program is not subject to 
section 102, since the funds are not dis-
tributed in a competitive manner. 

(d) Abbreviated consolidated plan. Ap-
plications for the HUD-administered 
Small Cities Program which contain 
housing activities must include a cer-
tification that the proposed housing 
activities are consistent with the appli-
cant’s consolidated plan as described at 
24 CFR part 91. 

(e) National and primary objectives. (1) 
Each activity funded through the 
Small Cities Program must meet one 
of the following national objectives as 
defined under the criteria in § 570.208. 
Each activity must: 

(i) Benefit low- and moderate-income 
families; 

(ii) Aid in the prevention or elimi-
nation of slums or blight; or 

(iii) Be an activity which the grantee 
certifies is designed to meet other com-
munity development needs having a 
particular urgency because existing 
conditions pose a serious and imme-
diate threat to the health or welfare of 
the community where other financial 
resources are not available to meet 
such needs. 

(2) In addition to the objectives de-
scribed in paragraph (e)(1) of this sec-
tion, with respect to grants made 
through the Small Cities Program, not 
less than 70 percent of the total of 
grant funds from each grant and Sec-
tion 108 loan guarantee funds received 
under subpart M of this part within a 
fiscal year must be expended for activi-
ties which benefit low- and moderate- 
income persons under the criteria of 
§§ 570.208(a), or 570.208(d) (5) or (6). In 
the case of multiyear plans in New 
York State approved in response to 
NOFAs published prior to calendar 
year 1997, not less than 70 percent of 
the total funding for grants approved 
pursuant to a multiyear plan for a time 
period of up to 3 years must be ex-
pended for activities which benefit low- 

and moderate-income persons. Thus, 70 
percent of the grant for year 1 of a 
multiyear plan approved in response to 
NOFAs published prior to calendar 
year 1997 must meet the 70 percent re-
quirement, 70 percent of the combined 
grants from years 1 and 2 must meet 
the requirement, and 70 percent of the 
combined grants from years 1, 2, and 3 
must meet the requirement. In deter-
mining the percentage of funds ex-
pended for such activity, the provisions 
of § 570.200(a)(3) (i), (iii), (iv), and (v) 
shall apply. 

(Approved by the Office of Management and 
Budget under control number 2506–0060) 

§ 570.421 New York Small Cities Pro-
gram design. 

(a) Selection system—(1) Competitive 
applications. Each competitive applica-
tion will be rated and scored against at 
least the following factors: 

(i) Need-absolute number of persons 
in poverty as further explained in the 
NOFA; 

(ii) Need-percent of persons in pov-
erty as further explained in the NOFA; 

(iii) Program Impact; and 
(iv) Fair Housing and Equal Oppor-

tunity, which may include the appli-
cant’s Section 3 plan and implementa-
tion efforts with respect to actions to 
affirmatively further fair housing. The 
NOFA described in paragraph (b) of 
this section will contain a more de-
tailed description of these factors, and 
the relative weight that each factor 
will be given. 

(2) In addition HUD reserves the 
right to establish minimal thresholds 
for selection factors and otherwise se-
lect grants in accordance with § 570.425 
and the applicable NOFA. 

(3) Imminent threats to public health 
and safety. The criteria for these grants 
are described in § 570.424. 

(4) Repayment of Section 108 loans. The 
criteria for these grants are described 
in § 570.432. 

(5) Economic development grants. HUD 
intends to use the Section 108 loan 
guarantee program to the maximum 
extent feasible to fund economic devel-
opment projects in the nonentitlement 
areas of New York. In the event that 
there are not enough Section 108 loan 
guarantee funds available to fund via-
ble economic development projects, if a 
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