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Grant Funds may be used where HUD 
determines that an implementation 
plan, accompanied by the facts that 
the EZ requests HUD to review and 
consider as justifying the exception, 
demonstrates substantial benefits to 
the EZ that would result from the 
project or other compelling reasons 
justifying the appropriateness of the 
implementation plan to the EZ’s stra-
tegic plan. A request by an EZ for an 
exception under paragraph (c) of this 
section 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 information 
is considered complete no later than 45 
days from the date of the EZ’s request. 

§ 598.615 Economic development 
standards. 

(a) Economic development standards. 
The project or activity in an imple-
mentation plan submitted for HUD ap-
proval by an EZ to describe the 
planned use of HUD EZ Grant Funds 
must meet one of the following eco-
nomic development standards: 

(1) Business development assistance. An 
activity that involves assisting a busi-
ness in the EZ meets the standard, 
whether or not the business will create 
any new jobs. Any such activity must 
also meet the standards for benefiting 
a sufficient portion of EZ residents as 
required under § 598.610. Qualifying ac-
tivities include the use of HUD EZ 
Grant Funds to: 

(i) Assist in establishing a business; 
(ii) Expand a business, including ef-

forts to stimulate the development or 
expansion of microenterprises; and 

(iii) Assisting businesses that provide 
goods or services within the EZ to re-
main within the EZ. 

(2) Employment training and assistance. 
An activity that assists a person to 
take, or remain in, a job, subject to 
meeting the standards for benefiting a 
sufficient proportion of EZ residents as 
required under § 598.610, including: 

(i) Job training; 
(ii) Provision of child care; 
(iii) Transportation to or from the 

place of employment or the place 
where job training is taking place; or 

(iv) Counseling persons on job-related 
skills, such as how to interview suc-

cessfully for a job, and dress and act 
appropriately in the conduct of a job. 

(3) Educational assistance. The provi-
sion of educational assistance meets 
the economic development standard 
only if the EZ’s implementation plan 
demonstrates that such education will 
be provided to persons who cannot 
qualify for available jobs because of 
the lack of some specific knowledge 
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 
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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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