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conducted after prior notice to the
grantee.

(b) Standards for comprehensive per-
formance review. A grantee’s perform-
ance will be comprehensively reviewed
periodically, as prescribed by HUD, to
determine whether the grantee:

(1) Has committed the HOME funds
in the HUD account as required and ex-
pended the funds as required; and

(2) Has met the requirements of the
grant agreement and this part, particu-
larly eligible activities and afford-
ability.

§954.601 Corrective and remedial ac-
tions.

(a) General. HUD will use the proce-
dures in this section in conducting the
performance review as provided in
§954.600 and in taking corrective and
remedial actions. However, HUD may
temporarily suspend payments based
upon HUD’s preliminary determination
that the grantee has failed to comply
with the requirements of the Act, regu-
lations, or grant agreement if suspen-
sion is necessary to preclude the fur-
ther expenditure of funds for activities
affected by the failure to comply.

(b) Performance review. (1) If HUD de-
termines preliminarily that the grant-
ee has not met a requirement of this
part, the grantee will be given notice of
this determination and an opportunity
to demonstrate, within the time pre-
scribed by HUD (not to exceed 30 days)
and on the basis of substantial facts
and data, that it has done so.

(2) If the grantee fails to demonstrate
to HUD’s satisfaction that it has met
the requirement, HUD will take correc-
tive or remedial action in accordance
with this section or §954.602.

(c) Corrective and remedial actions.
Corrective or remedial actions for a
performance deficiency (failure to meet
a provision of this part) will be de-
signed to prevent a continuation of the
deficiency; mitigate, to the extent pos-
sible, its adverse effects or con-
sequences; and prevent its recurrence.

(1) HUD may request the grantee to
submit and comply with proposals for
action to correct, mitigate and prevent
a performance deficiency, including:

(i) Preparing and following a sched-
ule of actions for carrying out the af-
fected activities, consisting of sched-

§954.602

ules, timetables, and milestones nec-
essary to implement the affected ac-
tivities;

(ii) Establishing and following a
management plan that assigns respon-
sibilities for carrying out the remedial
actions;

(iii) Cancelling or revising activities
likely to be affected by the perform-
ance deficiency, before expending
HOME funds for the activities;

(iv) Reprogramming HOME funds in
the HUD account that have not yet
been expended from affected activities
to other eligible activities;

(v) Reimbursing the HUD account in
any amount not used in accordance
with the requirements of this part; and

(vi) Suspending disbursement of
funds in the HUD account for affected
activities.

(2) HUD may also—

(i) Change the method of payment
from an advance to reimbursement
basis; and

(ii) Take other remedies that may be
legally available.

§954.602 Notice and opportunity for
hearing; sanctions.

(a) If HUD finds after reasonable no-
tice and opportunity for hearing that a
grantee has failed to comply with any
provision of this part and until HUD is
satisfied that there is no longer any
such failure to comply:

(1) HUD shall reduce the funds in the
HUD account by the amount of any ex-
penditures that were not in accordance
with the requirements of this part; and

(2) HUD may—

(i) Prevent withdrawals from the
HUD account for activities affected by
the failure to comply; or

(ii) Prohibit the grantee from com-
peting for HOME funds under §954.104;
Provided, however, that HUD may on
due notice suspend payments from the
HUD account at any time after the
issuance of a notice of opportunity for
hearing pursuant to paragraph (b)(1) of
this section, pending such hearing and
a final decision, to the extent HUD de-
termines such action necessary to pre-
clude the further expenditure of funds
for activities affected by the failure to
comply.

(b) Proceedings. When HUD proposes
to take action pursuant to this section,
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