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§ 570.706 Federal guarantee; subroga-
tion. 

Section 108(f) of the Act provides for 
the incontestability of guarantees by 
HUD under subpart M of this part in 
the hands of a holder of such guaran-
teed obligations. If HUD pays a claim 
under a guarantee made under section 
108 of the Act, HUD shall be fully sub-
rogated for all the rights of the holder 
of the guaranteed debt obligation with 
respect to such obligation. 

[61 FR 11481, Mar. 20, 1996] 

§ 570.707 Applicability of rules and 
regulations. 

(a) Entitlement public entities. The pro-
visions of subparts A, C, J, K and O of 
this part applicable to entitlement 
grants shall apply equally to guaran-
teed loan funds and other CDBG funds, 
except to the extent they are specifi-
cally modified or augmented by the 
provisions of this subpart. 

(b) State-assisted public entities. The 
provisions of subpart I of this part, and 
the requirements the State imposes on 
units of general local government re-
ceiving Community Development 
Block Grants or program income to the 
extent applicable, shall apply equally 
to guaranteed loan funds and Commu-
nity Development Block Grants (in-
cluding program income derived there-
from) administered by the State under 
the CDBG program, except to the ex-
tent they are specifically modified or 
augmented by the provisions of this 
subpart. 

(c) Nonentitlement public entities eligi-
ble under subpart F of this part. The pro-
visions of subpart F of this part shall 
apply equally to guaranteed loan funds 
and other CDBG funds, except to the 
extent they are specifically modified or 
augmented by the provisions of this 
subpart. 

§ 570.708 Sanctions. 
(a) Non-State assisted public entities. 

The performance review procedures de-
scribed in subpart O of this part apply 
to all public entities receiving guaran-
teed loan funds other than State-as-
sisted public entities. Performance de-
ficiencies in the use of guaranteed loan 
funds made available to such public en-
tities (or program income derived 

therefrom) or violations of the con-
tract entered into pursuant to 
§ 570.705(b)(1) may result in the imposi-
tion of a sanction authorized pursuant 
to § 570.900(b)(7) against pledged CDBG 
grants. In addition, upon a finding by 
HUD that the public entity has failed 
to comply substantially with any pro-
vision of the Act with respect to either 
the pledged grants or the guaranteed 
loan funds or program income, HUD 
may take action against the pledged 
grants as provided in § 570.913 and/or 
may take action as provided in the 
contract for loan guarantee assistance. 

(b) State-assisted public entities. Per-
formance deficiencies in the use of 
guaranteed loan funds (or program in-
come derived therefrom) or violations 
of the contract entered into pursuant 
to § 570.705(b)(1) may result in an action 
authorized pursuant to § 570.495 or 
§ 570.496. In addition, upon a finding by 
HUD that the State or public entity 
has failed to comply substantially with 
any provision of the Act with respect 
to the pledged CDBG nonentitlement 
funds, the guaranteed loan funds, or 
program income, HUD may take action 
against the pledged funds as provided 
in § 570.496 and/or may take action as 
provided in the contract. 

§ 570.709 Allocation of loan guarantee 
assistance. 

Of the amount approved in any ap-
propriation act for guarantees under 
this subpart in any fiscal year, 70 per-
cent shall be allocated for entitlement 
public entities and 30 percent shall be 
allocated for States and nonentitle-
ment public entities. HUD need not 
comply with these percentage require-
ments in any fiscal year to the extent 
that there is an absence of applications 
approvable under this subpart from en-
titlement public entities or from 
States and nonentitlement public enti-
ties. 

[74 FR 36389, July 22, 2009] 

§ 570.710 State responsibilities. 
The State is responsible for choosing 

public entities that it will assist under 
this subpart. States are free to develop 
procedures and requirements for deter-
mining which activities will be as-
sisted, subject to the requirements of 
this subpart. Upon approval by HUD of 
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