§570.497

days after the receipt of the decision,
either the respondent or the Assistant
Secretary for Community Planning and
Development files an exception and re-
quest for review by the Secretary. The
excepting party must transmit simul-
taneously to the Secretary and the
other party the request for review and
the bases of the party’s exceptions to
the findings of the ALJ. The other
party shall be allowed 30 days from re-
ceipt of the exception to provide the
Secretary and the excepting party with
a written reply. The Secretary shall
then review the record of the case, in-
cluding the exceptions and the reply.
On the basis of such review, the Sec-
retary shall issue a written determina-
tion, including a Statement of the ra-
tionale therefor, affirming, modifying
or revoking the decision of the ALJ.
The Secretary’s decision shall be made
and transmitted to the parties within
60 days after the decision of the ALJ
was furnished to the parties.

(10) Judicial review. The respondent
may seek judicial review of HUD’s de-
cision pursuant to section 111(c) of the
Act.

§570.497 Condition of State election to
administer State CDBG Program.

Pursuant to section 106(d)(2)(A)(i) of
the Act, a State has the right to elect,
in such manner and at such time as the
Secretary may prescribe, to administer
funds allocated under subpart A of this
part for use in nonentitlement areas of
the State. After January 26, 1995, any
State which elects to administer the
allocation of CDBG funds for use in
nonentitlement areas of the State in
any year must, in addition to all other
requirements of this subpart, submit a
pledge by the State in accordance with
section 108(d)(2) of the Act, and in a
form acceptable to HUD, of any future
CDBG grants it may receive under sub-
part A and this subpart. Such pledge
shall be for the purpose of assuring re-
payment of any debt obligations (as de-
fined in §570.701), in accordance with
their terms, that HUD may have guar-
anteed in the respective State on be-
half of any nonentitlement public enti-
ty (as defined in §570.701) or its des-
ignated public agency prior to the
State’s election.
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§570.500 Definitions.

For the purposes of this subpart, the
following terms shall apply:

(a) Program income means gross in-
come received by the recipient or a
subrecipient directly generated from
the use of CDBG funds, except as pro-
vided in paragraph (a)(4) of this sec-
tion.

(1) Program income includes, but is
not limited to, the following:

(i) Proceeds from the disposition by
sale or long-term lease of real property
purchased or improved with CDBG
funds;

(ii) Proceeds from the disposition of
equipment purchased with CDBG funds;

(iii) Gross income from the use or
rental of real or personal property ac-
quired by the recipient or by a sub-
recipient with CDBG funds, less costs
incidental to generation of the income;

(iv) Gross income from the use or
rental of real property, owned by the
recipient or by a subrecipient, that was
constructed or improved with CDBG
funds, less costs incidental to genera-
tion of the income;

(v) Payments of principal and inter-
est on loans made using CDBG funds,
except as provided in paragraph (a)(3)
of this section;

(vi) Proceeds from the sale of loans
made with CDBG funds;

(vii) Proceeds from sale of obliga-
tions secured by loans made with
CDBG funds;

(viii) [Reserved]

(ix) Interest earned on program in-
come pending its disposition; and

(x) Funds collected through special
assessments made against properties
owned and occupied by households not
of low and moderate income, where the
assessments are used to recover all or
part of the CDBG portion of a public
improvement.

(2) Program income does not include
income earned (except for interest de-
scribed in §570.513) on grant advances
from the U.S. Treasury. The following
items of income earned on grant ad-
vances must be remitted to HUD for
transmittal to the U.S. Treasury, and
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