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§2424.332 What methods must I use to
pass requirements down to partici-
pants at lower tiers with whom I in-
tend to do business?

To communicate the requirements to
lower-tier participants, you must in-
clude a term or condition in the trans-
action requiring compliance with sub-
part C of the OMB guidance in 2 CFR
part 180, as supplemented by this sub-
part.

Subpart D—Responsibilities of Fed-
eral Agency Officials Regard-
ing Transactions

§2424.437 What method do I use to
communicate to a participant the
requirements described in the OMB
guidance at 2 CFR 180.435?

To communicate to a participant the
requirements described in 2 CFR 180.435
of the OMB guidance, you must include
a term or condition in the transaction
that requires the participant to: com-
ply with subpart C of 2 CFR part 180, as
supplemented by subpart C of this part,
and include a similar term or condition
in lower-tier covered transactions.

Subparts E-F [Reserved]

Subpart G—Suspension

§2424.747 Who conducts fact finding
for HUD suspensions?

In all HUD suspensions, the official
who shall conduct additional pro-
ceedings where disputed material facts
are challenged shall be a hearing offi-
cer.

Subpart H—Debarment

§2424.842 Who conducts fact finding
for HUD debarments?

In all HUD debarments, the official
who shall conduct additional pro-
ceedings where disputed material facts
are challenged shall be a hearing offi-
cer.

Subpart I—Definitions

§2424.952 Hearing officer.

Hearing Officer means an Administra-
tive Law Judge or Office of Appeals
Judge authorized by HUD’s Secretary

§2424.995

or by the Secretary’s designee to con-
duct proceedings under this part.

§2424.970 Nonprocurement trans-
action (HUD supplement to govern-
mentwide definition at 2 FR
180.970).

In the case of employment contracts
that are covered transactions, each sal-
ary payment under the contract is a
separate covered transaction.

§2424.995 Principal (HUD supplement
to governmentwide definition at 2
CFR 180.995).

A person who has a critical influence
on, or substantive control over, a cov-
ered transaction, whether or not em-
ployed by the participant. Persons who
have a critical influence on, or sub-
stantive control over, a covered trans-
action may include, but are not limited
to:

(a) Loan officers;

(b) Staff appraisers and inspectors;

(c) Underwriters;

(d) Bonding companies;

(e) Borrowers under programs fi-
nanced by HUD or with loans guaran-
teed, insured, or subsidized through
HUD programs;

(f) Purchasers of properties with
HUD-insured or Secretary-held mort-
gages;

(g) Recipients under HUD assistance
agreements;

(h) Ultimate beneficiaries of HUD
programs;

(i) Fee appraisers and inspectors;

(j) Real estate agents and brokers;

(k) Management and marketing
agents;

(1) Accountants, consultants, invest-
ment bankers, architects, engineers,
and attorneys who are in a business re-
lationship with participants in connec-
tion with a covered transaction under a
HUD program;

(m) Contractors involved in the con-
struction or rehabilitation of prop-
erties financed by HUD, with HUD-in-
sured loans or acquired properties, in-
cluding properties held by HUD as
mortgagee-in-possession;

(n) Closing agents;

(0) Turnkey developers of projects fi-
nanced by or with financing insured by
HUD;

(p) Title companies;

(q) Escrow agents;
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§2424.1017

(r) Project owners;

(s) Administrators of hospitals, nurs-
ing homes, and projects for the elderly
financed or insured by HUD; and

(t) Developers, sellers, or owners of
property financed with loans insured
under Title I or Title II of the National
Housing Act.

§2424.1017

Ultimate beneficiaries of HUD pro-
grams include, but are not limited to,
subsidized tenants and subsidized mort-
gagors, such as those assisted under
Section 8 Housing Assistance Payment
contracts, by Section 236 Rental As-
sistance, or by Rent Supplement pay-
ments.

Ultimate beneficiary.

Subpart J—Limited Denial of
Participation

§2424.1100 What is a limited denial of
participation?

A limited denial of participation ex-
cludes a specific person from partici-
pating in a specific program, or pro-
grams, within a HUD field office’s geo-
graphic jurisdiction, for a specific pe-
riod of time. A limited denial of par-
ticipation is normally issued by a HUD
field office, but may be issued by a
Headquarters office. The decision to
impose a limited denial of participa-
tion is discretionary and based on the
best interests of the federal govern-
ment.

§2424.1105 Who may issue a limited
denial of participation?

The Secretary designates HUD offi-
cials who are authorized to impose a
limited denial of participation, affect-
ing any participant and/or their affili-
ates, except mortgagees approved by
the Federal Housing Administration
(FHA).

§2424.1110 When may a HUD official
issue a limited denial of participa-
tion?

(a) An authorized HUD official may
issue a limited denial of participation
against a person, based upon adequate
evidence of any of the following causes:

(1) Approval of an applicant for insur-
ance would constitute an unsatisfac-
tory risk;

2 CFR Ch. XXIV (1-1-08 Edition)

(2) There are irregularities in a per-
son’s past performance in a HUD pro-
gram;

(3) The person has failed to maintain
the prerequisites of eligibility to par-
ticipate in a HUD program;

(4) The person has failed to honor
contractual obligations or to proceed
in accordance with contract specifica-
tions or HUD regulations;

(5) The person has failed to satisfy,
upon completion, the requirements of
an assistance agreement or contract;

(6) The person has deficiencies in on-
going construction projects;

(7) The person has falsely certified in
connection with any HUD program,
whether or not the certification was
made directly to HUD;

(8) The person has committed any act
or omission that would be cause for de-
barment under 2 CFR 180.800;

(9) The person has violated any law,
regulation, or procedure relating to the
application for financial assistance, in-
surance, or guarantee, or to the per-
formance of obligations incurred pur-
suant to a grant of financial assistance
or pursuant to a conditional or final
commitment to insure or guarantee;

(10) The person has made or procured
to be made any false statement for the
purpose of influencing in any way an
action of the Department; or

(11) Imposition of a limited denial of
participation by any other HUD office.

(b) Filing of a criminal Indictment or
Information shall constitute adequate
evidence for the purpose of limited de-
nial of participation actions. The In-
dictment or Information need not be
based on offenses against HUD.

(c) Imposition of a limited denial of
participation by any other HUD office
shall constitute adequate evidence for
a concurrent limited denial of partici-
pation. Where such a concurrent lim-
ited denial of participation is imposed,
participation may be restricted on the
same basis without the need for an ad-
ditional conference or further hearing.

(d) An affiliate or organizational ele-
ment may be included in a limited de-
nial of participation solely on the basis
of its affiliation, and regardless of its
knowledge of or participation in the
acts providing cause for the sanction.
The burden of proving that a particular
affiliate or organizational element is
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currently responsible and not con-
trolled by the primary sanctioned
party (or by an entity that itself is
controlled by the primary sanctioned
party) is on the affiliate or organiza-
tional element.

§2424.1115 When does a limited denial
of participation take effect?

A limited denial of participation is
effective immediately upon issuance of
the notice.

§2424.1120 How long may a limited de-
nial of participation last?

A limited denial of participation may
remain in effect up to 12 months.

§2424.1125 How does a limited denial
of participation start?

A limited denial of participation is
made effective by providing the person,
and any specifically named affiliate,
with notice:

(a) That the limited denial of partici-
pation is being imposed;

(b) Of the cause(s) under §2424.1110 for
the sanction;

(c) Of the potential effect of the sanc-
tion, including the length of the sanc-
tion and the HUD program(s) and geo-
graphic area affected by the sanction;

(d) Of the right to request, in writing,
within 30 days of receipt of the notice,
a conference under §2424.1130; and

(e) Of the right to contest the limited
denial of participation under §2424.1130.

§2424.1130 How may I contest my lim-
ited denial of participation?

(a) Within 30 days after receiving a
notice of limited denial of participa-
tion, you may request a conference
with the official who issued such no-
tice. The conference shall be held with-
in 15 days after the Department’s re-
ceipt of the request for a conference,
unless you waive this time limit. The
official or designee who imposed the
sanction shall preside. At the con-
ference, you may appear with a rep-
resentative and may present all rel-
evant information and materials to the
official or designee. Within 20 days
after the conference, or within 20 days
after any agreed-upon extension of
time for submission of additional ma-
terials, the official or designee shall, in
writing, advise you of the decision to

§2424.1130

terminate, modify, or affirm the lim-
ited denial of participation. If all or a
portion of the remaining period of ex-
clusion is affirmed, the notice of affir-
mation shall advise you of the oppor-
tunity to contest the notice and to re-
quest a hearing before a Departmental
Hearing Officer. You have 30 days after
receipt of the notice of affirmation to
request this hearing. If the official or
designee does not issue a decision with-
in the 20-day period, you may contest
the sanction before a Departmental
Hearing Officer. Again, you have 30
days from the expiration of the 20-day
period to request this hearing. If you
request a hearing before the Depart-
mental Hearing Officer, you must sub-
mit your request to the Debarment
Docket Clerk, Department of Housing
and Urban Development, 451 Seventh
Street, SW., B-133 Portals 200, Wash-
ington DC 20410-0500.

(b) You may skip the conference with
the official and you may request a
hearing before a Departmental Hearing
Officer. This must also be done within
30 days after receiving a notice of lim-
ited denial of participation. If you opt
to have a hearing before a Depart-
mental Hearing Officer, you must sub-
mit your request to the Debarment
Docket Clerk, Department of Housing
and Urban Development, 451 Seventh
Street, SW., B-133 Portals 200, Wash-
ington DC 20410-0500. The hearing be-
fore the Departmental Hearing Officer
is more formal than the conference be-
fore the sanctioning official described
above. The Departmental Hearing Offi-
cer will conduct the hearing in accord-
ance with 24 CFR part 26, subpart A.
The Departmental Hearing Officer will
issue findings of fact and make a rec-
ommended decision. The sanctioning
official will then make a final decision,
as promptly as possible, after the De-
partmental Hearing Officer’s rec-
ommended decision is issued. The sanc-
tioning official may reject the rec-
ommended decision or any findings of
fact, only after specifically deter-
mining that the decision or any of the
facts are arbitrary, capricious, or
clearly erroneous.

(c) In deciding whether to terminate,
modify, or affirm a limited denial of
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§2424.1135

participation, the Departmental offi-
cial or designee may consider the fac-
tors listed at 2 CFR 180.860. The De-
partmental Hearing Officer may also
consider the factors listed at 2 CFR
180.860 in making any recommended de-
cision.

§2424.1135 Do Federal agencies co-
ordinate limited denial of participa-
tion actions?

Federal agencies do not coordinate
limited denial of participation actions.
As stated in §2424.1100, a limited denial
of participation is a HUD-specific ac-
tion and applies only to HUD activi-
ties.

§2424.1140 What is the scope of a lim-
ited denial of participation?

The scope of a limited denial of par-
ticipation is as follows:

(a) A limited denial of participation
generally extends only to participation
in the program under which the cause
arose. A limited denial of participation
may, at the discretion of the author-
ized official, extend to other programs,
initiatives, or functions within the ju-
risdiction of an Assistant Secretary.
The authorized official, however, may
determine that where the sanction is
based on an indictment or conviction,
the sanction shall apply to all pro-
grams throughout HUD.

(b) For purposes of this subpart, par-
ticipation includes receipt of any ben-
efit or financial assistance through
grants or contractual arrangements;
benefits or assistance in the form of
loan guarantees or insurance; and
awards of procurement contracts.

(c) The sanction may be imposed for
a period not to exceed 12 months, and
shall be effective within the geographic
jurisdiction of the office imposing it,
unless the sanction is imposed by an
Assistant Secretary or Deputy Assist-
ant Secretary, in which case the sanc-
tion may be imposed on either a na-
tionwide or a more restricted basis.

§2424.1145 May HUD impute the con-
duct of one person to another in a
limited denial of participation?

For purposes of determining a lim-
ited denial of participation, HUD may
impute conduct as follows:

2 CFR Ch. XXIV (1-1-08 Edition)

(a) Conduct imputed from an individual
to an organication. HUD may impute
the fraudulent, criminal, or other im-
proper conduct of any officer, director,
shareholder, partner, employee, or
other individual associated with an or-
ganization, to that organization when
the improper conduct occurred in con-
nection with the individual’s perform-
ance of duties for or on behalf of that
organization, or with the organiza-
tion’s knowledge, approval, or acquies-
cence. The organization’s acceptance of
the benefits derived from the conduct
is evidence of knowledge, approval, or
acquiescence.

(b) Conduct imputed from an organiza-
tion to an individual or between individ-
uals. HUD may impute the fraudulent,
criminal, or other improper conduct of
any organization to an individual, or
from one individual to another indi-
vidual, if the individual to whom the
improper conduct is imputed partici-
pated in, had knowledge of, or had rea-
son to know of the improper conduct.

(c) Conduct imputed from one organiza-
tion to another organization. HUD may
impute the fraudulent, criminal, or
other improper conduct of one organi-
zation to another organization when
the improper conduct occurred in con-
nection with a partnership, joint ven-
ture, joint application, association, or
similar arrangement, or when the orga-
nization to whom the improper conduct
is imputed has the power to direct,
manage, control, or influence the ac-
tivities of the organization responsible
for the improper conduct. Acceptance
of the benefits derived from the con-
duct is evidence of knowledge, ap-
proval, or acquiescence.

§2424.1150 What is the effect of a sus-
pension or debarment on a limited
denial of participation?

If you have submitted a request for a
hearing pursuant to §2424.1130 of this
subpart, and you also receive, pursuant
to subpart G or H of this part, a notice
of proposed debarment or suspension
that is based on the same trans-
action(s) or the same conduct as the
limited denial of participation, as de-
termined by the debarring or sus-
pending official, the following rules
shall apply:
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(a) During the 30-day period after you
receive a notice of proposed debarment
or suspension, during which you may
elect to contest the debarment under 2
CFR 180.815, or the suspension pursuant
to 2 CFR 180.720, all proceedings in the
limited denial of participation, includ-
ing discovery, are automatically
stayed.

(b) If you do not contest the proposed
debarment pursuant to 2 CFR 180.815,
or the suspension pursuant to 2 CFR
180.720, the final imposition of the de-
barment or suspension shall also con-
stitute a final decision with respect to
the limited denial of participation, to
the extent that the debarment or sus-
pension is based on the same trans-
action(s) or conduct as the limited de-
nial of participation.

(c) If you contest the proposed debar-
ment pursuant to 2 CFR 180.815, or the
suspension pursuant to 2 CFR 180.720,
then:

(1) Those parts of the limited denial
of participation and the debarment or
suspension based on the same trans-
action(s) or conduct, as determined by
the debarring or suspending official,
shall be immediately consolidated be-
fore the debarring or suspending offi-
cial;

(2) Proceedings under the consoli-
dated portions of the limited denial of
participation shall be stayed before the
hearing officer until the suspending or
debarring official makes a determina-
tion as to whether the consolidated
matters should be referred to a hearing
officer. Such a determination must be
made within 90 days of the date of the
issuance of the suspension or proposed
debarment, unless the suspending/de-
barring official extends the period for
good cause.

(i) If the suspending or debarring offi-
cial determines that there is a genuine
dispute as to material facts regarding
the consolidated matter, the entire
consolidated matter will be referred to
the hearing officer hearing the limited
denial of participation, for additional
proceedings pursuant to 2 CFR 180.750
or 180.845.

§2424.1165

(ii) If the suspending or debarring of-
ficial determines that there is no dis-
pute as to material facts regarding the
consolidated matter, jurisdiction of the
hearing officer under 2 CFR part 2424,
subpart J, to hear those parts of the
limited denial of participation based on
the same transaction[s] or conduct as
the debarment or suspension, as deter-
mined by the debarring or suspending
official, will be transferred to the de-
barring or suspending official, and the
hearing officer responsible for hearing
the limited denial of participation
shall transfer the administrative
record to the debarring or suspending
official.

(3) The suspending or debarring offi-
cial shall hear the entire consolidated
case under the procedures governing
suspensions and debarments, and shall
issue a final decision as to both the
limited denial of participation and the
suspension or debarment.

§2424.1155 What is the effect of a lim-
ited denial of participation on a
suspension or a debarment?

The imposition of a limited denial of
participation does not affect the right
of the Department to suspend or debar
any person under this part.

§2424.1160 May a limited denial of
participation be terminated before
the term of the limited denial of
participation expires?

If the cause for the limited denial of
participation is resolved before the ex-
piration of the 12-month period, the of-
ficial who imposed the sanction may
terminate it.

§2424.1165 How is a limited denial of
participation reported?

When a limited denial of participa-
tion has been made final, or the period
for requesting a conference pursuant to
§2424.1130 has expired without receipt
of such a request, the official imposing
the limited denial of participation
shall notify the Director of the Compli-
ance Division in the Departmental En-
forcement Center of the scope of the
limited denial of participation.
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