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to the extent that a significant contract
amendment is appropriate, the project
should be reevaluated under these and
the recipient’s guidelines. (This would
include, for example, situations where
the business requests a change in the
amount or terms of assistance being
provided, or an extension to the loan
payment period required in the
contract.) If a reevaluation of the project
indicates that the financial elements and
public benefit to be derived have also
substantially changed, then the
recipient should make appropriate
adjustments in the amount, type, terms
or conditions of CDBG assistance which
has been offered, to reflect the impact of
the substantial change. (For example, if
a change in the project elements results
in a substantial reduction of the total
project costs, it may be appropriate for
the recipient to reduce the amount of
total CDBG assistance.) If the amount of
CDBG assistance provided 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
demonstrate the level of public benefit,
based on the above standards, that is
actually achieved upon completion of
the CDBG-assisted economic
development activity(ies) and how that
compares to the level of such benefit
anticipated 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 improve
the accuracy of its projections. If the
actual results demonstrate that the
recipient has failed the public benefit
standards, HUD may require the
recipient to meet more stringent
standards in future years as appropriate.

Subpart I—State Community
Development Block Grant Program

11. Section 570.482 is amended by
adding paragraphs (c), (d), (e), (f), and
(g) to read as follows:

§ 570.482 Eligible activities.

* * * * *
(c) Provision of Assistance for

Microenterprise Development.
Microenterprise development activities
eligible under Section 105(a)(23) of the
Housing and Community Development
Act of 1974 (the Act), as amended, (42
U.S.C. 5301 et seq.) may be carried out
either through the recipient directly or
through public and private
organizations, agencies, and other

subrecipients (including nonprofit and
for-profit subrecipients).

(d) Provision of Public Services. The
following activities shall not be subject
to the restrictions on public services
under Section 105(a)(8) of the Housing
and Community Development Act of
1974, as amended:

(1) Support services provided under
Section 105(a)(23) of the Housing and
Community Development Act of 1974,
as amended, and paragraph (c) of this
section; and

(2) Services carried out under the
provisions of Section 105(a)(15) of the
Housing and Community Development
Act of 1974, as amended, that are
specifically designed to increase
economic opportunities through job
training and placement and other
employment support services,
including, but not limited to, peer
support programs, counseling, child
care, transportation, and other similar
services.

(e) Guidelines and Objectives for
Evaluating Project Costs and Financial
Requirements—(1) Applicability. The
following guidelines, also referred to as
the underwriting guidelines, are
provided to assist the recipient to
evaluate and select activities to be
carried out for economic development
purposes. Specifically, these guidelines
are applicable to activities that are
eligible for CDBG assistance under
section 105(a)(17) of the Act, economic
development activities eligible under
section 105(a)(14) of the Act, and
activities that are part of a community
economic development project eligible
under section 105(a)(15) of the Act. The
use of the underwriting guidelines
published by HUD is not mandatory.
However, states electing not to use these
guidelines would be expected to ensure
that the state or units of general local
government conduct basic financial
underwriting prior to the provision of
CDBG financial assistance to a for-profit
business.

(2) Objectives. The underwriting
guidelines are designed to provide the
recipient with a framework for
financially underwriting and selecting
CDBG-assisted economic development
projects which are financially viable
and will make the most effective use of
the CDBG funds. Where appropriate,
HUD’s underwriting guidelines
recognize that different levels of review
are appropriate to take into account
differences in the size and scope of a
proposed project, and in the case of a
microenterprise or other small business
to take into account the differences in
the capacity and level of sophistication
among businesses of differing sizes.
Recipients are encouraged, when they

develop their own programs and
underwriting criteria, to also take these
factors into account. These underwriting
guidelines are published as appendix A
to this part. The objectives of the
underwriting guidelines are to ensure:

(i) That project costs are reasonable;
(ii) That all sources of project

financing are committed;
(iii) That to the extent practicable,

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

(iv) That the project is financially
feasible;

(v) That to the extent practicable, the
return on the owner’s equity investment
will not be unreasonably high; and

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

(f) Standards for Evaluating Public
Benefit. (1) Purpose and Applicability.
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 standards. 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. These standards are
applicable to activities that are eligible
for CDBG assistance under section
105(a)(17) of the Act, economic
development activities eligible under
section 105(a)(14) of the Act, and
activities that are part of a community
economic development project eligible
under section 105(a)(15) of the Act.
Certain public facilities and
improvements eligible under Section
105(a)(2) of the Act, which are
undertaken for economic development
purposes, are also subject to these
standards, as specified in
§ 570.483(b)(4)(vi)(F)(2). Unlike the
guidelines for project costs and financial
requirements covered under paragraph
(a) of this section, the use of the
standards for public benefit is
mandatory.

(2) Standards for activities in the
aggregate. Activities covered by these
standards 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
residents of an area, such that the
number of low- and moderate-income
persons residing in the areas served by
the assisted businesses amounts to at
least one low- and moderate-income
person per $350 of CDBG funds used.

(3) Applying the aggregate standards.
(i) A state shall apply the aggregate


