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that would be given them through the 
course(s) to be provided. Any edu-
cational assistance provided must also 
meet the standard for benefiting a suf-
ficient portion of EZ residents as re-
quired under § 598.610. 

(4) EZ administrative capacity. An ac-
tivity that increases the capacity of 
governance board members or staff of 
the EZ’s lead agency to carry out their 
roles with respect to economic develop-
ment projects expected to be assisted 
in support of the EZ’s strategic plan is 
eligible. This includes the cost of at-
tending a conference on economic de-
velopment. The use of HUD EZ Grant 
Funds for capacity building under this 
paragraph is deemed to provide ade-
quate benefit to EZ residents. 

(5) Public improvements. The provision 
of public improvements, such as exten-
sion of water or sewer capacity, or 
street widening, meets the economic 
development standard only if it is 
shown in the implementation plan that 
the lack of the improvements clearly is 
an impediment to the establishment, 
expansion or retention of one or more 
businesses in the EZ, and that the pro-
vision of the proposed public improve-
ment would be limited as much as fea-
sible to assisting the business or busi-
nesses. Any public improvements must 
also meet the standard for benefiting a 
sufficient portion of EZ residents as re-
quired under § 598.610. 

(b) Exception request. HUD may ap-
prove a project or activity that does 
not fall within any of the previous re-
view standards of this section if the EZ 
provides evidence that, in some way, 
the project or activity can reasonably 
be seen as meeting the economic devel-
opment standard. Such a project or ac-
tivity must also meet the standards for 
benefiting a sufficient portion of EZ 
residents as required under § 598.610. All 
requests for such an exception must be 
in writing, accompanied by the facts 
that the EZ wants HUD to review and 
consider as justification. A request by 
an EZ for an exception under this para-
graph (b) will receive a response by 
HUD no later than 60 days from the 
date of the EZ’s request provided that 
the EZ’s request with all relevant in-
formation is considered complete no 
later than 45 days from the date of the 
EZ’s request. 

§ 598.620 Evaluation, monitoring, and 
enforcement. 

(a) Progress, evaluation, and moni-
toring. HUD will review the perform-
ance of an EZ’s use of HUD EZ Grant 
Funds for compliance with this subpart 
as part of its regular evaluation proc-
ess under 24 CFR 598.420, through on- 
site monitoring under 24 CFR 85.40(e), 
and by other appropriate means. 

(b) Warning letter. If HUD has reason 
to believe that an EZ is not carrying 
out its funded activities in accordance 
with any applicable requirements, in-
cluding the resident benefit and eco-
nomic development standards of this 
subpart, HUD may forward a warning 
letter to the EZ informing it of a po-
tential violation and recommending 
action to avoid a violation. A warning 
letter is not a prerequisite for any 
other action HUD may take. 

(c) Notice of violation. If HUD deter-
mines that there appears to be a viola-
tion in the use of HUD EZ Grant 
Funds, it will notify the EZ of the al-
leged violation and the action HUD 
proposes to take under 24 CFR 85.43 or 
its successor regulation or if appro-
priate, 24 CFR 598.430. 

(d) Response to notice. A notice sent to 
an EZ under paragraph (c) of this sec-
tion will provide the EZ with at least 
30 calendar days from the time HUD 
sends the notice to respond with any 
information to rebut or mitigate the 
alleged violation. 

(e) Final action. If the EZ does not re-
spond within the period specified pur-
suant to paragraph (d) of this section, 
HUD will make a final determination 
of the violation and may proceed to 
take the action proposed in the notice. 
If the EZ responds, HUD will consider 
the information received from the EZ 
and may request additional informa-
tion. After considering the information 
received from the EZ, HUD will notify 
the EZ of HUD’s final determination 
and action, affirming, modifying, or re-
pealing HUD’s initial determination of 
an alleged violation and proposed ac-
tion. 
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PART 599—RENEWAL 
COMMUNITIES 

Subpart A—General Provisions 

Sec. 
599.1 Applicability and scope. 
599.3 Definitions. 
599.5 Data used for eligibility determina-

tions. 

Subpart B—Eligibility Requirements for 
Nomination of Renewal Communities 

599.101 Eligibility to submit nominations. 
599.103 Geographic and population require-

ments for a nominated area. 
599.105 Economic condition requirements 

for a nominated area. 
599.107 Required State and local commit-

ments. 

Subpart C—Procedures for Nomination of 
Renewal Communities 

599.201 Initiation of application process. 
599.203 Basic application submission re-

quirements. 

Subpart D—Evaluation of Applications 
Nominating Renewal Communities 

599.301 Initial determination of threshold 
requirements. 

599.303 Rating of applications. 

Subpart E—Selection of Nominated Areas 
To Be Renewal Communities 

599.401 Ranking of applications. 
599.403 Number of Renewal Communities to 

be designated. 
599.405 Selection of Renewal Communities. 
599.407 Notification of Renewal Community 

designations. 

Subpart F—Post-Designation Requirements 

599.501 Period for which Renewal Commu-
nity designation is in effect. 

599.503 Effect of Renewal Community des-
ignation on an EZ/EC. 

599.505 Coordinating responsible authority 
(CoRA). 

599.507 Tax incentives utilization plan. 
599.509 Modification of commitments and 

plans. 
599.511 Reports and other information. 
599.513 Revocation of designation. 

AUTHORITY: 26 U.S.C. 1400E; 42 U.S.C. 
3535(d). 

SOURCE: 66 FR 35855, July 9, 2001, unless 
otherwise noted. 

Subpart A—General Provisions 
§ 599.1 Applicability and scope. 

(a) This part establishes require-
ments and procedures applicable to the 
designation of Renewal Communities 
(RCs) through December 31, 2001, au-
thorized under Subchapter X of the In-
ternal Revenue Code of 1986 (26 U.S.C. 
1400E, et seq.). HUD may choose to use 
these requirements and procedures in 
whole or in part for any future Re-
newal Community designations that 
may be authorized. 

(b) This part contains provisions re-
lating to area requirements, the nomi-
nation process for Renewal Commu-
nities, and the evaluation and designa-
tion of nominated areas by HUD. 

§ 599.3 Definitions. 
In addition to the definitions of 

‘‘HUD’’ and ‘‘Secretary’’ found in 24 
CFR 5.100, the following definitions 
apply to this part: 

Census tract means a census tract, as 
the term is used by the Bureau of the 
Census, or, if census tracts are not de-
fined for the area, a block numbering 
area. 

Designation means the process by 
which the Secretary designates areas 
as Renewal Communities eligible for 
tax incentives and credits established 
by Subchapter X of the Internal Rev-
enue Code of 1986, as amended (26 
U.S.C. 1400E, et seq.) and for any addi-
tional assistance that may be made 
available. 

Empowerment Zone (EZ) means an 
area so designated by the Secretary in 
accordance with 24 CFR part 597 or 24 
CFR part 598. 

Enterprise Community (EC) means an 
area so designated by the Secretary in 
accordance with 24 CFR part 597. 

Local government means any county, 
city, town, township, parish, village, or 
other general purpose political subdivi-
sion of a State, and any combination of 
these political subdivisions that is rec-
ognized by the Secretary. 

Metropolitan Area (MA) means an area 
as defined to be a Metropolitan Statis-
tical Area or Primary Metropolitan 
Statistical Area by the Office of Man-
agement and Budget on June 30, 1999. 

Nominated area means an area with a 
population of not more than 200,000 
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