§5670.611 Conflict of interest,

(a) Applicability. {1) In the procure-
ment of supplies, equipment, construc-
tion, and services by recipients and by
subrecipients, the conflict of interest
provisions in 24 CFR 85.36 and 24 CFR
84.42, respectively, shali apply.

(2) In all cases not governed by 24
CFR 85.36 and 84.42, the provisions of
this section shall apply. Such cases in-
clude the acquisition and disposition of
real property and the provision of as-
sistance by the recipient or by its sub-
recipients to individuals, businesses,
and other private entities under eligi-
ble activities that authorize such as-
sistance (e.g.. rehabilitation, preserva-

tion, and other improverments of pri- -

vate properties or facilities pursuant to
§570.202; or grants, loans, and other as-
sistance to businesses, individuals, and
other private entities pursuant to
§570.203, 570.204, 570.455, or §70.703(1)).

(b) Conflicts prohibited. The general
rule is that no persons described in
paragraph (¢} of this section who exer-
cise or have exercised any functions or
responsibilivies with respect to CDBG
activities assisted under this part, or
who are in a position to participate in
a decisionmaking process or gain in-
side information with regard to such
activities, may obtain a financial in-
terest or benefit frorn a CDBG-assisted
activity, or have a financial interest in
any contract, subcontract, or agree-
ment with respect to a CDBG-assisted
activity, or with respect to the pro-
ceeds of the CDBG-assisted activity, ei-
ther for themselves or those with
whom they have business or immediate
farnily ties, during their tenure or for
one year thereafter. For the UDAG pro-
gram, the above restrictions shall
apply to all activities that are a part of
the UDAG project, and shall cover any
such financial interest or benefit dur-
ing, or at any time after, such person's
tenure.

2 See footnote | at §570.200(a}(5).
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(c) Persons cavered. The conflict of in-
terest provisions of paragraph (b) of
this section apply to any person who is
an employee, agent. consultant, officer,
or elected official or appointed official
of the recipient, or of any designated
public agencies, or of subrecipients
that are receiving funds under this
part.

(d} Exceptions. Upon the written re-
quest of the recipient, HUD may grant
an exception to the provisions of para-
graph (&) of this section on 2 case-by-
case basis when it has satisfactorily
met the threshold requirements of
(d){1) of this section, taking into ac-
count the cumulative effects of para-
graph () {2) of this section.

(8} Threshold requirements. HUD will
consider an exception only after the re-
cipient has provided the fellowing doc-
umentation:

(i} A disclosure of the nature of the
conflict, accompanted by an assurance
that there has been public disclosure of
the conflict and a description of how
the public disclosure was made: and

(i3} An opinion of the recipient’s at-
torney that the interest for which the
exception is sought would not violate
State or iocal law.

(2) Factors to be considered for excep-
tions. In determining whether to grant
a requested exception after the recipi-
ent has satisfactorily met the require-
ments of paragraph {3)(1) of this sec-
tion, HUD shall conclude that such an
exception will serve to further the pur-
poses of the Act and the effective and
efficient administration of the recipi-
ent's program or project., taking into
account the cumulative effect of the
foliowing factors, as applicable:

(3) Whether the exception would pro-
vide a significant cost benefit or an es-
sential degree of expertise to the pro-
gram or project that would otherwise
not be available;

(i} Whether an opportunity was pro-
vided for open competitive bidding or
negotiation;

{ili) Whether the person affected is a
member of a group or class of low- or
moederate-income persons intended to
be the beneficiaries of the assisted ac-
tivity, and the exception will permit
such person to receive gensrally the
sarne interests or benefits as are being
made available or provided to the
group or class;

(iv) Whether the affected person has
withdrawn frem his or her functions or
responsibilities, or the decisionmaking
process with respect to the specific as-
sisted activity in question;

{v) Whether the interest or benefit
was present before the affected person
was in a position as described in para-
graph (b} of this section;

{vi) Whether undue hardship will re-
sult either to the recipient or the per-
son affected when weighed against the
public interest served by avoiding the
prohibited conflict: and

{vii) Any other ralevant consider-
ations,
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