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COMPREHENSIVE GRANT PROGRAM
FOREWORD

The Comprehensive Grant Program is a powerful tool that is available

to Public Housing Agencies and Indian Housing Authorities (PHAs/IHAS) in
correcting the deficiencies present in their stock. This Handbook provides
a complete review of the Program by serving as a one-stop source document
that includes the statute, the regulation and guidance material. It begins
with the statute and the regulation since these documents are the primary
structures of the Program from which all requirements derive. The statute
provides the legal authorization and description of the Program. The
regulation is the document which implements the statute. The Handbook
provides a restatement of the regulation in more conversational language
with examples, additional administrative and procedural requirements, and
guidance/advice to assist PHAs/IHAs, residents, other interested parties,
and HUD staff.

The Handbook is organized by chapter headings to delineate clearly
PHAZ/IHA responsibilities vs. HUD responsibilities. Use of the words
"shall, should, and may" distinguish between what is required and what is
suggested.

The reader is advised that no document can be all-inclusive. While

the Department has attempted to cover as broad a spectrum as possible in
considering the examples, clearly there will be situations which arise that
have not been addressed. To that extent, the Department urges the reader
to discuss those situations with HUD staff so that the Department may work
towards a solution that, to the extent possible, addresses the specific
situation. It is anticipated that the Handbook will be revised as
operational experience is gained and, therefore, constructive feedback is
welcomed.

Copies of the statute, Section 14 of the U.S. Housing Act of 1937, as
amended, and the regulation, 24 CFR Part 968, Public Housing Modernization,
Subpart A, General, and Subpart C, Comprehensive Grant Program, for PHAs
and 24 CFR Part 905, Subpart I, for IHAs immediately follow the Table of
Contents.

W-3-1, W-2(H), W-3(H), R-1, R-2, R-3, R-3-1(PIH),
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CHAPTER 1. | NTRODUCTI ON

1-1. PROGRAM OBJECTI VES. The objectives of the Conprehensive G ant
Program (CGP) are to: [Sec. 14(a)]

A

Provi de noderni zati on assi stance to Public Housi ng Agenci es
(PHAS) and I ndian Housing Authorities (IHAs), herein
referred to as HAs, that own or operate a total of 250 or
nmore units of public housing on a reliable and nore

predi ctable basis, to enable themto i nprove the physica
condition and to upgrade the managenment and operati ons of
exi sting public housing devel opnents to assure their
continued availability for lowinconme famlies;

Provi de considerabl e discretion to HAs to decide the
specific inprovenents, the manner of their execution, and
the tim ng of the expenditure of funds; and

Provi de increased opportunities and incentives for nore
ef fici ent managenment of public housing devel opnents.

1-2. APPLICABILITY. [Sec. 14(b)]; ['968.101(b) or ' 950.600(b)]

A

7485.3 G

The CGP applies to HA-owned | owincome public housing

devel opnments (including Turnkey 111 and Miutual Help

devel opments and devel opnents nanaged by a resident
nmanagenent corporation pursuant to a contract with the HA);
conveyed Lanham Act and Public Wrks Admi nistration (PWA)
devel opnents; and Section 23 Leased Housi ng Bond- Fi nanced
projects (BFPs). 1In addition, the CGP applies to renta
devel opments whi ch are planned for conversion to
honmeowner shi p under Sections 5(h), 21, or 301 of the Act,
but which have not yet been sold by the HA. The CGP does
not apply to devel opnents under the Section 23 Leased
Housi ng Non-Bond Fi nanced Program the Section 10(c) Leased
Housi ng Program or the Section 23 or Section 8 Housing
Assi stance Paynents Prograns.

For purposes of the 250 or nore unit threshold for
participation in the CG and for the forrmula allocation, an
existing rental, Section 23 Leased Housi ng Bond- Fi nanced,
and Mutual Help unit under the Annual Contributions Contract
(ACC) shall count as one unit; and a Turnkey Il unit shal
count as one-fourth of a unit to take into account honebuyer
responsibilities for the costs of certain naintenance and
repair. Units that are tenporarily used for nondwelling

pur poses remrai n under the ACC, and, therefore,

1-1

are counted in the fornula. New devel opment units that are
added to the HA's inventory shall be added to the overal
unit count so long as they are under the ACC anendnent and



1-3.

1-4.

have reached Date of Full Availability (DOFA) by the first
day in the Federal Fiscal Year (FFY) (Cctober 1) in which
the formula is being run. New units reaching DOFA after
this date will be counted for formula purposes as of the
following FFY. ['968.1030) or '950.604(j)]

C. The HA that qualifies to participate in the CGP is not
eligible to participate in the Conprehensive | nprovenent
Assi stance Program (Cl AP). However, when a qualifying HA
el ects not to participate in the CG in any given FFY, such
HA is not penalized with regard to its CG eligibility and
may participate in the CG in a future FFY.

D. The HA that has already qualified to participate in the CGP
because it owns or operates 250 or nore units nay elect to
continue to participate in the CG if it has lost units as a
result of denolition, disposition, conversion, or conveyance
of homeownership units, so long as it owns or operates at
| east 200 units. HUD will continue to provide such with an
annual fornul a amount.

E. The HA may use any unobligated Cl AP funds for approved Cl AP
work itens or, in accordance with a revised Cl AP Budget, for
different work items which are consistent with the HA's
Physi cal and Managenment Needs Assessnents and Five- Year
Action Plan under the CGP (see paragraph 4-13). ['968.101(c)
or '950.600(c)]

F. Where the HAis still inplenenting Cl AP prograns, the HA may
adni ni ster both the CIAP and the CGP on a sinilar basis in
certain key functional areas so as to avoid operating dua
prograns with different sets of requirements (see paragraph
10-4).

LEGAL AUTHORI TY. Section 119 of the Housing and Comunity
Devel opment Act of 1987 amended Section 14 of the United States
Housi ng Act of 1937 (Act) to authorize a new CGP to govern the
noder ni zati on needs of |arger HAs, subject to Congressiona
approval of the allocation fornmula. Section 509 of the Cranston-
CGonzal ez National Affordable Housing Act (NAHA) of 1990 anended
Section 14 of the Act to establish the grant allocation fornula
for the CGP, whereby the Departnment provides financia
assistance, on a fornula basis, to HAs for the nodernization of
public and Indian housing. The appropriate statutory sections
are cited after the handbook paragraphs as, for exanple, Sec.
1l4(a).

1-2
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REGULATORY AUTHORI TY. The regul ati ons governing the CGP are at
24 CFR Part 968, Subparts A and C, for PHAs and 24 CFR Part 950,
Subpart 1, for IHAs. A copy of these regulations is provided in
Appendi x 1-1. The appropriate regulatory sections of Title 24 of
the Code of Federal Regulations are cited after the handbook
par agr aphs as, for exanple, '968.105 or '950.102.



1-5. OTHER PROGRAM REQUI REMENTS. O her programrequirenents are set
forth in Appendices 1-2 through 1-9 and relate to: civil rights
conpl i ance; | ead-based paint (LBP) poisoning prevention
di spl acenent, relocation and acquisition ['968.108 or '950.117];
environnental conpliance; adm nistrative conpliance; insurance,
i ncluding flood, LBP and other; wage rates; and audits.

1-6. DEFINITION OF TERMS. The following ternms are used throughout this
Handbook. [''968.105 and 968. 305 or '950.102]

A Act. The United States Housing Act of 1937, as amended (42
U S.C 1437 et seq.).

B. Action Plan. A plan of the actions to be funded by the HA
over a period of five years (including the HA' s proposed
allocation of its nodernization funds to a repl acement
reserve under paragraph 2-7) to make the necessary physica
and managenent inprovenents identified in the HA s
Conpr ehensive Plan. The Five-Year Action Plan shall be
based upon HUD s and the HA's best estimates of the funding
reasonably expected to becone avail abl e under the next five-
year period. The Five-Year Action Plan is updated annually
to reflect arolling five-year base

C. Annual Contributions Contract (ACC). A contract under the
Act between HUD and the HA containing the terns and
condi tions under which the Departnent assists the HA in
provi di ng decent, safe, and sanitary housing for |owincone
famlies. The ACC nust be in a form prescribed by HUD under
whi ch HUD agrees to provide assistance in the devel opnent,
noderni zati on and/or operation of a | owincone project under
the Act, and the HA agrees to devel op, nodernize, and
operate the project in conpliance with all provisions of the
ACC and the Act, and all HUD regul ations and i npl enenti ng
requi rements and procedures.

D. Annual Statenent. A work statenent subnitted covering the
first year of the Five-Year Action Plan and setting forth
the maj or work categories and costs by devel opnent or HA-wi de
for the current FFY grant, as well as a summary of
costs by devel opnent

1-3
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account and i npl enentati on schedul es for obligation and
expendi ture of the funds.
E. Annual Subnission. A collective termfor all docunents

which the HA shall subnit to HUD for review and approva

bef ore accessing the current FFY grant funds. Such
docunents include the Annual Statement, Wrk Statements for
years two through five of the Five-Year Action Plan, Loca
Governnent Statenment, HA Board Resol ution, sunmmary of
general issues raised during the public comment process, and



any ot her docunents prescribed by HUD.

CGP. The Conprehensive Grant Program which provides
noder ni zati on funds on a formula basis to HAs with 250 or
nore public housing units.

Chi ef Executive Oficer (CEQ. The CEO of the unit of
general local/tribal government neans the elected officia
or the legally designated official, who has the primary
responsibility for the conduct of that entity's governnenta
affairs. Exanples of the CEO of a unit of genera

| ocal /tribal governnent are: the elected mayor of a
muni ci pality; the elected county executive of a county; the
chairperson of a county conmission or board in a county that
has no el ected county executive; the official designated
pursuant to |l aw by the governing body of a unit of genera

| ocal government (e.g., city nanager); or the triba
chai r per son.

Cl AP. The Conprehensive | nprovenment Assistance Program
whi ch provi des noderni zati on funds on a conpetitive basis to
HAs with fewer than 250 public housing units.

Conprehensive Plan. A plan prepared by the HA and approved
by HUD setting forth all of the physical and managenent
needs of the HA and its housi ng devel opnents, indicating the
rel ati ve urgency of needs and which includes the HAl's Action
Pl an, cost estimates, and required | ocal governnent and HA
certifications. The Conprehensive Plan nmay be revised, as
necessary, but nust be revised at |east every sixth year

Devel opment. The term "devel opment” has the same meani ng as
that provided for "lowinconme housing project,” as that term
is defined in Section 3(b)(1) of the Act.

Emergency work. Physical work items of an emergency nature,
posing an imredi ate threat to the health or safety of
residents, which nust be conpleted within one year of CGP
fundi ng. Managenent inprovenents are not eligible as

emer gency work and,

1-4
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therefore nmust be covered by the Management Needs Assessnent
and the Five-Year Action Plan or Annual Statenent before the
HA may carry them out.

FFY. Federal Fiscal Year

Field Ofice (FO. The local HUD Ofice with which the HA
normal ly transacts its | owincone housi ng business.

Force account |abor. Labor enployed directly by the HA on
either a permanent or a tenporary basis. Refer to paragraph
10- 2.



O Fungibility. Fungibility is a concept which permts the HA
to substitute any work itemfromthe | atest approved Five- Year
Action Plan to any previously approved Cl AP Budget or
CGP Annual Statenent and to nove work itens anong approved
noder ni zati on budgets w t hout prior HUD approval .

P. Hard costs. The physical inprovenent costs in devel oprment
accounts 1450 through 1475 of the Low Rent Technica
Accounting Guide 7510.1, which include: Account 1450 Site
| mprovenents; Account 1460 Dwel ling Structures; Account

1465.1 Dwel li ng Equi pnent -- Nonexpendabl e; Account 1470
Nondwel | ing Structures; and Account 1475 Nondwel | ing
Equi prent .

Q Honmebuyer Agreenent. A Turnkey |1l Honebuyer Owmnership
Opportunity Agreenent or a Miutual Hel p and Cccupancy
Agr eenent .

R. HUD. The Departnent of Housing and Urban Devel oprent,
including Field Ofices that have been del egated authority
to performfunctions pertaining to the CG for the area in
whi ch the HA is | ocated.

S. | HA.  An Indian Housing Authority (see 24 CFR Part 950).

T. | mprovenent Plan (1P) or Managenent |nprovenent Plan (MP).
A docunent devel oped by the HA, specifying the actions to be
taken, including tinetables, to correct deficiencies
identified as a result of an assessment, under: the Public
Housi ng Managenent Assessnent Program (PHVAP) for PHAS; the
Ri sk Assessment and Determinati on of Resources (RADAR) for
or pursuant to HUD nonitoring or audit findings.

1-5
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U. Menor andum of Agreenent (MOA). A binding contractua
agreenment between HUD and a Troubl ed PHA, or a Modderni zation
(Mbd) Troubled PHA, which is designed to bring about
significant, expeditious and long-lasting inprovenments in
the PHA' s nanagenent of its PHAowned units. An MOAis
required for each PHA designated as Troubl ed or Md
Troubl ed. An MOA does not apply to I HAS

V. Moderni zation funds. Funds derived froman allocation of
budget authority for the purpose of funding physical and
management i nprovenents. Under the CGP, the terns
"nmoder ni zation funds" and "CGP funds" are used
i nt erchangeabl y.

W Moder ni zati on program The HA's program for carrying out
noder ni zation, as set forth in the approved Cl AP Budget or
CGP Annual Statenent.

X. Moder ni zation project. The inprovenent of one or nore



BB.

EE.

exi sting public housing devel opnents under an uni que nunber
desi gnated for that noderni zati on program For each
Moder ni zati on Project, HUD and the HA shall enter into an
ACC anendnent requiring | owincone use of the housing for
not |less than 20 years fromthe date of the ACC amendnent
(subject to the sale of honmeownership units in accordance
with the terns of the ACC). Under the CGP, the terns
"noder ni zati on project nunber" and "conprehensive grant
nunber" are used interchangeably.

Non-routi ne mai ntenance. Wirk itens that ordinarily woul d
be perfornmed on a regular basis in the course of upkeep of
property, but have becone substantial in scope because they
have been put off, and involve expenditures that would
otherwise materially distort the level trend of nmintenance
expenses. Repl acenent of equi pment and naterials rendered
unsati sfactory because of normal wear and tear by itens of
substantially the same kind does qualify, but
reconstruction, substantial inprovement in the quality or

ki nd of original equipnment and materials, or renodeling that
alters the nature or type of housing units does not qualify.

Partnership Process. A specific and ongoing process that is
designed to ensure that residents, resident groups and the
HA work in a cooperative and col |l aborative manner to

devel op, inplenment and nonitor the CGP. At a mninmm the
HA shall ensure that the Partnership Process incorporates
full resident participation in each of the required program
conponents. Refer to Chapter 9.
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PHA. A Public Housing Agency.

PHVAP. The Public Housi ng Managenent Assessment Program
(PHVAP) is a process designed to allow HUD and the PHA to

i dentify PHA nmanagenent capabilities and deficiencies, and
to lead to overall better managenent of the Public Housing
Programin accordance with 24 CFR Part 901. The PHMAP does
not apply to | HAs.

Reasonabl e cost. Total unfunded hard cost needs for a
devel opnment that do not exceed 90 percent of the conputed
Total Devel opnent Cost (TDC) for a new devel opnent with the
same structure type and nunber and size of units in the

mar ket area

Resi dent groups. Denocratically elected resident groups,
such as HA-wi de resident groups, area-w de resident groups
singl e devel opnent resident groups, or resident nanagenent
cor porations (RMs).

Soft costs. The non-physical inprovenent costs which
exclude any costs in devel opnent accounts 1450 through 1475.



FF.

HH.

Substantial rehabilitation. A nodernization programfor a
devel opnent whi ch provides for all physical and managenent

i mprovenents needed to neet the nodernization and energy
conservation standards and to ensure its |ong-term physica
and social viability. Under the CG, the terns "substantia
rehabilitation" and "conprehensive nodernization" are used
i nt erchangeabl y.

Wrk item Any separately identifiable unit of work
constituting a part of a nodernization program

Wrk Statenents. Wrk Statenments cover the second through
the fifth years of the Five-Year Action Plan and set forth
the maj or work categories and costs by devel opment or HA-wi de
which the HA intends to undertake in each year of years

two through five. [In preparing these Wrk Statenents, the

HA shall assune that the current FFY formula anmount will be
avai l abl e in each year of years two through five. Refer to
subparagraph D, Annual Statenent, for the work statenent
covering year one.

1-7. CATALOG OF FEDERAL DQOVESTI C ASSI STANCE. The program nunber for the
CGP in the Catal og of Federal Donestic Assistance is 14.859.

7485.3 G
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1-8. PURPOSE OF GUI DEBOOK. This CGui debook provides gui dance and
procedures for use by FOs, HAs, residents and other participants
i nvolved in the CGP. The Cuidebook uses the follow ng defined
ternms consistently throughout the text.

A

"Shall" or "nust" neans that the action is nandatory or
required to obtain or retain benefits as set forth in the
statute or the regul ation.

"Shoul d* nmeans that the action is suggested and not required
to obtain or retain benefits.

"May" neans that the action is permissive or optional and not
required to obtain or retain benefits.

1-8



7485.3 G
CHAPTER 2. ELI d BLE COSTS
Section 1. General

2-1. OBJECTIVE. The objective of this Chapter is to explain the
eligible and ineligible costs under the CGP which are the sane as
under the CIAP, with the exception of CGP eligible costs for a
repl acenent reserve and a portion of the audit. The lists of
eligible and ineligible costs are not all-inclusive. Eligible
CGP costs include: ['968.112(a) or '950.608(a)]

A Undert aking activities described in the approved Five- Year
Action Plan and Annual Statemnent.

B. Carrying out energency work, as defined in paragraph 1-6,
whet her or not the need is indicated in the approved
Conpr ehensi ve Pl an, including the Five-Year Action Plan, or
Annual St at enent.

C. Fundi ng a repl acenent reserve to carry out eligible
activities in future years, subject to the restrictions set
forth in paragraph 2-7.

D. Prepari ng the Conprehensive Plan and Action Plan under
Chapter 4 and the Annual Subnission under Chapter 6,
i ncl udi ng reasonabl e costs necessary to assist residents to
participate in a neaningful way in the planning,
i mpl enent ati on and nonitoring process under Chapter 9.

E. Carrying out an audit in accordance with 24 CFR Part 44 and
Appendi x 1-9.

2-2. LONG TERM VI ABI LI TY AND REASONABLE COST. Except in the case of
emergency work, the HA shall only expend funds on a devel oprent
for which the HA has determ ned that the conpletion of the
i nprovenents and replacenents identified in the Conprehensive
Plan will reasonably ensure the |ong-term physical and socia
viability of the devel opnent at a reasonable cost (as defined in
paragraph 1-6), or for essential non-routine maintenance needed
to keep the property habitable until the denoblition or
di sposition application is approved and residents are rel ocated.
['968.112(b) or '950.608(b)]
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Section 2. Physical |nprovenment Costs

2-3. PHYSI CAL | MPROVEMENT COSTS. Eligible costs include alterations,
betterments, additions, replacenents and non-routine maintenance
that are necessary to neet the nodernization and energy
conservation standards prescribed in '968.115 or '950.610. The
noder ni zati on standards include nandatory and devel opnent-specific
work. ['968.112(c) or '950.608(c)]



Mandat ory Standards. Wenever there is a conmponent that is
not functional or serviceable, the physical work for that
itemshall conply with the mandatory standards, set forth in
t he Moderni zati on Standards Handbook 7485.2, as revised,
including the follow ng itens:

1. Ener gy Conservation Measures (ECMs). The nandatory
standards i nclude ECMs which have been identified by
the nost recently updated energy audit, conducted
pursuant to 24 CFR Part 965, Subpart C for PHAS, or 24
CFR Part 950, Subpart K for IHAs, as having a sinple
payback of 15 years or less (the cost of the ECM
di vided by the annual value of the energy saved) and a
useful life equal to or greater than the payback term
In addition, where changing or installing a new utility
system the HA shall conduct a |ife-cycle cost
anal ysis, reflecting installation and operating costs
over the estimated life of the buildings.

2. Physi cal Accessibility Costs. The mandatory standards
i nclude conmpliance with the requirenents of the
Architectural Barriers Act of 1968, as amended, and HUD
i mpl ementing regul ations (24 CFR Part 40), Section 504
of the Rehabilitation Act of 1973, as amended, and HUD
i mpl ementing regul ations (24 CFR Part 8), and the
Americans with Disabilities Act and inplenmenting
regul ations (29 CFR Chapter 4, Part 1630).

3. Lead- Based Pai nt (LBP) Testing and Abatenment Costs.
The mandatory standards include conpliance with the
requirements of the LBP Poisoning Prevention Act and
HUD i npl enenting regul ations (24 CFR Part 35).

Devel opnent Specific Wrk

1. The mandatory standards may be exceeded when the HA
determnes that it is necessary or highly desirable for
the long term physical and social viability of the
i ndi vi dual devel opnent, including site and buil di ng
security. Wirk
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exceedi ng the mandatory standards i s devel opnment
specific and not applicable to all devel opnments. Such
work responds to differences in climte, |ocation,
bui I di ng type, resident use and concerns, and
management / mai nt enance systens.

2. Devel oprment specific work includes work itenms that are
nodest in design and cost, but still blend in with the
design and architecture of the surrounding
nei ghbor hood/ conmuni ty by including anenities, quality
mat eri al s, and design and | andscapi ng features that are
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customary for the locality and culture.

3. HUD wi Il not generally substitute its judgenent for
that of the HAl's where the HA has determ ned that
devel opment specific work is appropriate and needed at
a particul ar devel opnent for increased durability,
efficient maintenance, security or marketability. For
exanpl e, security screens nmay be essential to providing
security at a lowrise, but not a high-rise,
devel opnent .

4, An addi tional exanple of eligible devel opnent specific
work is the extension of exterior walls to enlarge
interior dwelling space, provide for construction of
addi ti onal bedroons or, where appropriate, provide for
physi cal accessibility.

Premat ure Repl acenent. The HA should analyze carefully the
appropri ateness of any premature replacenment of serviceable
bui | di ng components, systens, equipnment or materials.
General ly, the HA should not undertake premature

repl acements except where a payback anal ysis indicates that
the replacenent will be cost-effective, assunming a sinple
payback term of 10 years or |ess

Air Conditioning. |Initial installation or replacenent of
air conditioning in famly and el derly devel opments is an
el igible cost.

Management, Mai ntenance or Conmunity Space. The FO may
approve nondwel | i ng space where such space is needed to
administer, and is of direct benefit to, the Public and

I ndi an Housing Program The nmaxi num space gui del i nes set
forth in the Mdernization Standards Handbook 7485.2, as
revi sed, are no longer mandatory. Nondwelling space may be
provi ded through new construction, acquisition or conversion
of dwelling space. Where a comunity facility will be
operated by an outside service provider, the HA shal

mai ntain on file for post-review by HUD a copy of the
agreement with the service provider indicating that the
provi der
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agrees to furnish, equip, operate and maintain the facility,
as well as provide insurance coverage.

Provision of Additional Dwelling Units. The construction or
acqui sition of additional dwelling units and the conversion
of nondwel i ng space, which originally was not dwelling
space, to dwelling use is an eligible cost. Refer to Notice
PIH 96-56 (HA), dated July 29, 1996, regarding the use of
noder ni zati on funds for devel opnent activities. Such
activities may include additional funding for an al ready
funded devel opnment program or the devel opnent of additiona



units.

Expansi on of Existing Dwelling Space. The expansion of
exi sting dwel ling space to enlarge room sizes, provide
storage, or add additional bedroons is an eligible cost.

Property Purchases. Property purchases for nondwel ling use
are eligible costs and shall be charged to Account 1440.1,
Property Purchases. The cost of an appraisal is an eligible
cost and shall be charged to Account 1440.5, Apprai sals.
Ref er to subparagraph F regardi ng purchase of |and for

dwel l'ing use. Land or property acquired w th nodernization
funds shall be placed under the Declaration of Trust.

Purchase or Leasing of Vehicles. The purchase or | easing of

new or replacenent vehicles is an eligible cost where the

vehicle is needed on a full-time basis to

admi ni ster/inplenment the physical and managenent

i mprovenments set forth in the Annual Statement. Leasing

shoul d be used where the vehicle need is tenporary, such as

i mpl enentation of a particular work item and/or where cost-effective.

1. Non- Passenger Vehi cl es.

a. Where needed to carry out physical inprovenents,
as set forth on the Physical Needs Assessnents,
with force account |abor, the cost of non-passenger
vehicl es, such as a truck or backhoe, is
an eligible cost.

b. Where needed to carry out managenent inprovenents,
as set forth on the Managenent Needs Assessnent,
the cost of non-passenger vehicles, such as a
truck or snowplow, is an eligible cost. For
exanpl e, mai ntenance vehicles are an eligible cost
only where new or replacement vehicles are set
forth on the Managenent Needs Assessnment as needed
to inprove or sustain maintenance operations. No
proration is needed where the
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mai nt enance vehicle will be used exclusively for
the Low Rent Program

2. Passenger Vehicles. The cost of new or
repl acenent passenger vehicles is an eligible cost
only where the vehicle will be used on a full-time
basis to carry out the nobdernizati on program For
exanple, a car or van is needed by the
Moder ni zati on Coordi nator or in-house Architect on
a full-tinme basis to visit work sites or to trave
to resident neetings related to nodernization or
by HA police or security guards. Were passenger
vehicl es are needed on less than a full-time basis



to carry out the nodernization program the cost
of the passenger vehicles are ineligible
nmoder ni zati on costs, but are eligible operating
costs.

3. Char gi ng Costs.

a. El i gi bl e vehicle purchase costs shall be
charged to Account 1475.7, Nondwelling
Equi prent - Aut onotive Equi prent.

b. Eligi bl e vehicle | easing costs shall be
charged to the appropriate administrative or
hard cost devel opment account.

Operating costs, such as gasoline, oil, grease,
batteries, tires, insurance, and repairs, for eligible
| eased or purchased vehicles are eligible costs only
during the inplenentation of the nodernization.
Operating costs shall be charged to Account 1410. 19,
Sundry, except operating costs of vehicles used
exclusively for force account |abor in carrying out
physi cal inprovenents are charged to the appropriate
devel opment account for hard costs, such as Account
1450, Site Inprovenents, or Account 1460, Dwelling
Struct ures.

2-4. HOVEOANERSHI P DEVELOPMENT COSTS. [''968.102 and 968.112(d) or
' 950. 608(d) ]

A
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El i gi bl e Costs.

1

General. Eligible physical inprovenents for existing
Turnkey Il units are limted to work itens which are
not the responsibility of the honebuyer fanilies and
which are related to health and safety, correction of
devel opnent deficiencies (as permitted under paragraph
2-5), physica
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accessibility, energy audits and cost-effective ECMS

or LBP testing, interimcontainnent, professional risk
assessnent and abatenent. |In addition, managenent

i mprovenents are eligible costs. Eligible
nmoder ni zati on work for Mitual Help units is the sane as
for rental units.

Ef fect on Honebuyer Family. Modernization work on
honeownership units shall not increase the purchase
price and anortization period of the hone.

Paid-Of Units. Wth the exception of paid-off Mitua
Hel p units where the honebuyer owes a delinquency,
honeownership units that are paid-off, but not conveyed



at the time the Annual Statement is submitted and for
which work is included in the Annual Statenment, are
eligible for any physical inprovenents provi ded under
thi s paragraph, even where the units are subsequently
conveyed before the work is conpleted. An may perform
nonener gency work on a paid-off Miutual Help unit only
after all delinquencies are repaid.

Conveyed Units. \Where noderni zati on work has been
approved before conveyance, the HA may conpl ete the
work even ff title to the unit is subsequently conveyed
before the work is conpleted. However, once conveyed,
the unit is not eligible for additional or future

assi stance. The HA shall not use nodernization funds
to noderni ze honeownership units ff the nodernization
wor k was not approved before conveyance of title.

Conpl i ance.

a. The honebuyer family shall be in conpliance with
its financial obligations under its Homebuyer
Agreenment in order to be eligible for non-emergency
physi cal inmprovenents, with the
exception of work necessary to neeting statutory
and regul atory requirenents (e.g., accessibility
for disabled persons, LBP testing, interim
cont ai nment, professional risk assessment and
abatenent), and the correction of devel opnent
deficiencies. "Conpliance" neans that the
honebuyer famly shall be current with its
requi red nonthly paynments and have no
del i nquencies owed to the HA or if the honebuyer
fam ly has a delinquent bal ance owed to the HA
the honebuyer famly shall have established a
track record of timely paynment of the current
nmont hl'y
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paynment, plus any nonthly paynment required by a
repaynent (payback) agreenment. To establish a
track record, the honmebuyer famly shall, at a

m ni num have entered into the repaynent agreenent
before the HA's submission of its Annua

Subni ssion in which work on its unit is proposed
and shall have paid each nonthly paynent required
by the repaynent agreenent.

b. Not wi t hstanding this requirenment, the HA may, with
prior FO approval, conplete non-energency physica
i mprovenents on any homeownership unit, where the
HA denonstrates that, due to econom es of scale or
geographi c constraints, substantial cost savings
may be realized by conpleting all necessary work
in a devel opnent at one tine.



B. I neligible Costs. Routine naintenance or replacenment costs
that are ineligible under the CGP (Account 1475.7) may be
al | owabl e expenditures on the HA's approved Operating
Budget .

C. Exception for Vacant or Non- Honebuyer-CQccupi ed Turnkey 111
Units.

1. Not wi t hst andi ng the requirenents of subparagraph A the
HA may substantially rehabilitate a vacant or non- homebuyer
occupi ed Turnkey Il unit in order to return
the unit to the inventory or make the unit suitable for
homeowner shi p purposes. The HA that intends to use

funds for this purpose shall identify in its Annua
Submi ssion the estinmated nunber of units proposed for
substantial rehabilitation and subsequent sale. 1In

addition, the HA shall denonstrate that it has
honebuyers who both are eligible for honeownership, in
accordance with the requirenents of 24 CFR Part 904 for
PHAs or 24 CFR Part 950, Subpart G for |IHAS, and have
demonstrated their intent to be placed into each of the
Turnkey |11 units proposed to be substantially
rehabilitated

2. Bef ore the HA may be approved for the substantia
rehabilitation of a Turnkey Ill unit, the HA shal
first: (a) deplete any Earned Hone Paynents Account
(EHPA) or Non- Routine Mintenance Reserve (NRWR)
pertaining to the unit; and (b) request the maxi mum
amount of operating subsidy for which the unit is
eligible. Any increase in the value of a unit caused
by its substantial rehabilitation shall be reflected
solely by its subsequent appraised value, and not by an
automatic increase in its selling price.
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3. Where the Turnkey 11l unit to be substantially
rehabilitated i s non-honmebuyer occupi ed, the HA shad
follow the requirenents of Appendix 1-4 regarding
assi stance to displaced persons.

2-5. CORRECTI ON OF DEVELOPMENT DEFI Cl ENCI ES.
A Definitions.

1. Devel opment deficiencies are deficiencies that relate
to errors or inadequacies in the design or construction
of a devel opnent which becone known before Field Ofice
approval of the Actual Devel opnent Cost Certificate
(ADCC). Design deficiencies result fromthe use of
pl ans and specifications that fail to meet HUD and
ot her applicable design standards in effect at the tine
of devel opnent approval, such as the Contract of Sale,



Notice to Proceed, etc. Construction deficiencies
result fromthe use of inproper construction nethods or
mat eri al s, poor workmanship, or failure to conplete the
devel opnment in accordance with HA-approved pl ans.

2. Devel opnent funds, as used in this paragraph, are funds
remaining in the Devel opnent Cost Budget, funds
remai ning in the Annual Contributions Contract (ACC) in
excess of the Devel opnent Cost Budget, or devel opnent
anmendnent funds.

HA Responsibility for Correction. The HA has primary
responsibility for correcting devel opnent deficiencies by
securing correction or indemification fromthe architect or
contractor, as appropriate. Wiere the HA has nmade every
effort to secure correction or indemification, but has
failed, and there are no renmaini ng or i nadequate devel opnent
funds, the HA may anend its Conprehensive Plan and Annua
Statenment to use nodernization funds to correct devel opnent
defi ci enci es.

2-6. DEMOLI TI ON AND CONVERSI ON COSTS. ['968.112(e) or '950-608(e))

A

Denolition Costs. Eligible costs include the denolition of
dwel ling units or nondwelling facilities, where the
demolition is approved by @under 24 CFR Part 970 or 24 CFR
Part 950, Subpart M and related costs, such as clearing and
grading the site after denolition and subsequent site

i nprovenents to benefit the renmining portion of the

exi sting devel opnment.
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Unit Conversion Costs. Eligible costs include the

conversion of existing dwelling units to different bedroom
sizes or to nondwel ling use.

2-7. REPLACEMENT RESERVE COSTS. ['968.112(f) or '950.608(f)]

A

Fundi ng a repl acenent reserve (Account 1490) to carry out
eligible activities in future years is an eligible cost,
subject to the following restrictions:

1. Annual CGP funds are not needed for existing needs, as
identified by the HA in its Physical or Managenent
Needs Assessnment. In such case, there is no limt on

the amobunt from an annual grant which may be pl aced
into the replacement reserve; or

2. A physical inprovenment requires nore funds than the HA
woul d receive under its annual formula allocation, |ess
the cost of addressing energencies and work required by
a statutory or court-ordered deadline, and the HA needs
to save all of the remaining portion of its annua
grant, in order to conbine it with subsequent year(s)
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grants, to fund the work item because the work item
cannot be funded in segnents; or

3. Wher e a managenent inprovenent requires nore funds than
the HA may use under the 20% al |l owance of its annua
grant for managenent inprovenents and cannot be funded
in segnents, the HA may request FO approval to exceed
the 20% limtation.

After ACC anendnent the HA may draw down the full amount
approved for the replacenent reserve in the Annual Statenent
so that the funds nay accrue interest. The HA shall invest
repl acement reserve funds so as to generate a return equa

to or greater than the average 91-day Treasury bill rate
(see paragraph 10-6). Interest earned on funds in the

repl acenent reserve shall not be added to the HA's income in
the determnation of the HA's operating subsidy eligibility,
but shall be used for eligible nodernization costs. There
isnotin limt on the use of either the replacenent
reserve or accrued interest. However, the replacenent
reserve and accrued interest shall be used only for eligible
noder ni zati on costs.

To the extent that its annual formula allocation of CGP
funds and any unobli gated bal ances of nodernization (CGP or
Cl AP) funds are
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not adequate to neet energency needs, as defined in
paragraph 1-6, the HA shall first use its replacenent
reserve, where funded, to neet energency needs, before
requesting funds fromthe $75 mllion reserve (see paragraph
3-8). The HAis not required to use its replacenment reserve
for natural or other disasters.

Repl acenent reserve funds used for operations (Account

1406), managenent inprovenents (Account 1408), and

admi ni stration (Account 1410) shall not duplicate charges to
the CGP and shall not exceed the cost limtations set forth

i n paragraph 2-19 as percentages of the replacenent reserve

wi t hdrawal for the programyear.

Section 3. Managenent |nprovenent Costs ['968.112(g) or '950.608(Q)]
2-8. GENERAL COSTS

A

Eli gi bl e Costs. Managenent inprovenents costs (Account 1408)
that are devel opnent specific or HA-wide in nature are
eligi bl e where needed to upgrade the operation of the HA's
devel opnment's, sustain physical inmprovenents at those

devel opnent's, or correct nanagenent deficiencies identified
by the HA in its Managenent Needs Assessment. Such

i mprovenents do not have to relate directly to the CGP-funded
physi cal inprovenents at a particul ar devel opnent.

Eligible costs include general nmanagenent inprovenment costs,
such as: nmanagenent, financial, and accounting contro
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systens of the HA, adequacy and qualifications of HA
personnel, including: training; provision of resident
programs and services through coordination or the hiring of
contract or force account |abor or use of existing staff,
resi dent and devel opnent security; resident selection and
evi ction; occupancy; rent collection; maintenance, including
preventive mai ntenance; and equal opportunity.

Qccupancy Policies and Procedures. Managenent i nprovenent
costs (Account 1408) may include inplenentation of Notice
PIH 96-27 (HA), Cccupancy Provisions of the Housing
Opportunity Program Extension Act of 1996, dated May 15,
1996. These provisions relate to stricter screening and
eviction procedures by PHAS, but do not apply to |HAs.

Soci al Services. The Omibus Consolidated Rescissions and
Appropriations (OCRA) Act of 1996 (P.L 104-134), enacted
April 24, 1996, anended Section 14 of the United States
Housi ng Act of
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1937 (Act), by expanding the eligible activities which may
be funded with 1996 and prior year nodernization funds.
Among the newWy eligible activities is the direct provision
of social services, which is subject to the regulatory
managenent i nprovenent cost linmitation of 20% i n paragraph
2-19B.

Conput er Systenms. \ere nmanagenent inprovenents involve
conput er systens, conputer software costs shall be charged
to Account 1408, Managenent |nprovenents, which is subject
to the 20% limtation. Conputer hardware costs shall be
charged to Account 1475.4, Nondwelling Equi prent -
Nonexpendabl e, Conputer Equi pnent, which is not subject to
the 20% limtation.

O her Fundi ng Sources. Operating funds, including operating
subsidy, are an alternative source of funding for management
i mprovenents. Many managenent inprovenents may be
undertaken within the HA' s operating budget or at no
addi ti onal cost.

Ongoi ng Costs. Wiere managenent inprovenents involve
ongoi ng costs, such as security guards, HUD is not obligated
to provide additional operating subsidy to continue the

i mprovenments. I n such cases, the HA shall be responsible
for continuing the CGP funding for as | ong as necessary to
achieve the HA-identified managenent inprovenents, finding
ot her fundi ng sources, reducing its ongoi ng nanagenent

costs, or termnating the managenent activities.

ECONOM C DEVELOPMENT COSTS. Eligible costs include job training

residents, including local Step-Up prograns, and resident

busi ness devel opnent activities, for the purpose of carrying out
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activities related to the nodernization-funded nmanagenent and
physi cal inprovenents. HUD encourages HAs, to the greatest
extent feasible, to hire residents as trainees, apprentices, or
enpl oyees to carry out the nodernization program and to contract
with resident-owned businesses for nodernization work. In
providing training, contracting or enployment opportunities for
residents, the IHA is required, to the greatest extent feasible,
to adhere to the Indian preference requirenents in '950.165.

A Section 3. Section 3 of the HUD Act of 1968, as anended,
and HUD s inplenenting regulations, 24 CFR Part 135, require
the HA, its contractors, and subcontractors, to the greatest
extent feasible, to use CGP funds to train and enpl oy
residents of Section 3 covered projects and to contract with
Section 3 business concerns to carry out nodernization
activities.
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B. Job Training. The HA or its contractor may choose its own
job training programor to participate in an existing
conmunity program The HA may develop its own Step-Up
apprenticeship programfor inplenmentation by force account
and/ or contract labor. Training progranms related to
noder ni zation activities subject to Federal |abor standards
shal | be approved in advance by HUD Labor Rel ations staff.
See Appendix 1-8 for further information about Step-Up and
other permissible job training progranms. Although the
training shall focus on-the-job training at the project
site, necessary classroominstructions are permtted.
Eligible costs include: program design and devel opnent;
outreach and screening of residents to be trained;
instructors's salaries; purchase of curricula or preparation
of new curricul a; books and other training material; course-
related tools, building supplies, and material; trainees
sti pends, wages or both; transportation and day care for the
trai nees; consultants or contractors who performeligible
training-related tasks; rent, utilities, etc., for training
facilities; and administration.

C. Resi dent - Omed Busi ness (ROB) Devel oprment Activities. ROB
devel opnent activities for the purpose of carrying out on-site
activities related to the CGP-funded physical and
managenent i nprovenents eligible costs. An eligible ROB
must relate to the provision of |owincone housing, such as
child care, laundromats, security, and nai ntenance (e.g.
screen repairs, cleaning, painting, and equi prment repairs).
O her eligible costs include the purchase of equi pnment for
tenmporary use and the provision of space for use by an
el igible ROB. Business devel opnent or operating financia
assi stance may be funded through revolving | oan funds (refer
to Notice PIH 93-51 (HA), dated 10/ 4/93).

TENANT OPPORTUNI TI ES COSTS. Where needed to correct
managenent deficiencies identified by the HAin its



2-11.

2.12.

Managenent Needs Assessnent, eligible costs include
techni cal assistance to a resident council (RC) or resident
management corporation (RMC), as set forth in '964.205 for
PHAs or '950.967 for |IHAs, such as:

A Resi dent capacity-building, including determning the
feasibility of resident nanagenent for a specific
devel opnent or devel opnents and assisting in the actual
creation of an RMC

B. Resi dent managenent, including training residents in skills
directly related to the operati ons and managenent of the
devel opnent (s) for potential enploynent by the RMC, and
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C. Soci al support needs, such as provision of training prograns
and soci al services.

HOVEOWNERSHI P OPPORTUNI TI ES COSTS. Eligible costs are
l[imted to the study of the feasibility of converting renta
to honmeownership units, the preparation of an application to
HUD for conversion to honmeownership, or the rehabilitation
of the rental units before conversion

Section 4. Crinme Prevention and Security Costs

CRI ME PREVENTI ON AND SECURI TY COSTS. The Departnent strongly
encourages all HAs to take an active |leadership role in
elimnating illegal drugs and criminal activities from public
housi ng devel opnents. The Departnent recognizes that the
elimnation of drug-related crinme and other crimnal activities
in public housing and the protection of public housing residents
and property require the cooperation of the local/triba
government and the provision of resources beyond that which are
avail abl e to support the Public and Indian Housi ng Program
['968.112(h) or '950.608(h)]

A Local Governnent Cooperation and Qther Public/Private
Resour ces

1. Al t hough Federal funds provide primary support, public
housi ng cannot be operated successfully w thout the
i nvol venent of the local/tribal government and | oca
community. Accordingly, the HAis required to devel op
the Conprehensive Plan in consultation with both
| ocal /tribal governnment officials and residents (see
Chapter 9).

2. I n devel opi ng the Conprehensive Plan, the HA is
required to identify any drug-rel ated probl ens and
managenment and physi cal inprovenents needed to address
the problens. A required docunent under the
Conprehensive Plan is Form HUD- 52835, Local Governnent
St at enment (see paragraph 4-11). In that statenent, the



chief executive officer or Indian tribal official of
the unit of general |ocal governnent or Indian tribe is
required to certify, anong other things, that the HA' s
proposed drug elimnation activities are coordi nated
with and supportive of local drug elimnation

strat egi es and nei ghbor hood i nprovenent prograns.

3. Where possible, the primary source of funding for non-physica
drug elimnation activities should be the Drug
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Eli m nati on Program However, under no circunstances
shall there be duplicative funding of the samne
activity.
B. General Requirenents. Refer to Appendix 2-1 for genera

requirements and eligible costs related to:

1. Security guard personnel services, through contracting
or direct HA enploynent of individuals.

2. HA police departnents, where authorized by HUD

3. Local |aw enforcenent agencies for additional security
and protective services. Under the terns of the
Cooperati on Agreenent between the local/triba
governnent and the HA, the local/tribal governnent is
responsi bl e for providing the sane | evel of services
(police, fire, trash collection) to public housing as
are provided to other nei ghborhoods. Therefore, CGP
funds nmay be used to pay for the cost of additiona
on-duty police only where such police will provide
additional security and protective services over and
above those for which the local/tribal governnment is
contractually obligated to provide under the
Cooperation Agreenent. The additional services shal
be verifiable through time sheets and witten work
assi gnnents maintained by the |ocal police departnment
and available to the HA upon request. In such case,
CGP funds may be used to contract on a sole source
basi s, under an intergovernnental agreenment (see 24 CFR
85.36(b)) with the local/tribal government for the
sal ari es and enpl oyee benefit contributions of the
addi tional on-duty police, but not for the related
l[iability insurance or equiprment which is the
responsibility of the local/tribal governnent.

4. Vol untary tenant patrols.
C. El i gi bl e Managenent | nprovenents. Exanples of eligible
managemnent i nprovenents related to crinme prevention and

security activities include:
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H ring of additional staff to coordinate the provision
of or to directly provide social services, such as drug
education and treatnent referral prograns, by

| ocal /tribal governnment or other public and private
entities;

Hiring of security guards through individual enploynment
contracts with residents or other individuals or guard
services using conpetitive proposal or small purchase
procur enent procedures;

Devel opnent and i npl enentati on of inproved screening
procedures for prospective residents;

Devel opnent of nore tinely and effective managenent
techni ques for dealing with disruptive residents and
drug-rel ated cri ne;

Organi zation and training of unarned voluntary tenant
patrols to work cooperatively with the local/tribal |aw
enf or cenent agenci es;

Devel oprment and i npl enentati on of inproved
communi cati on and coordination with local/tribal |aw
enf orcenent agenci es; and

Hiring of investigators to investigate drug-rel ated
crime and other crimnal activities in and around the
devel opnment (s) or to provide evidence relating to any
such crime in any admnistrative or judicial

pr oceedi ngs.

El i gi bl e Physical |nmprovenents. Exanples of eligible
physi cal inprovenents related to crine prevention and
security activities include:

1

Installation of security hardware and additiona
l'i ghting;

Creation of defensible space through redesign of
entrances, common areas or other structural el enents;

Provi sion of fencing around the perineter of the
devel opnent;

Conversion of a dwelling unit into nondwelling space or
construction of nondwelling space for use by project
managenment, voluntary tenant patrols, security guards,
or local/tribal |aw enforcenent agencies;

Stabilization of buildings through consolidating
occupied units into a specific area and securing vacant
unit/floors; and
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6. On behal f of security guards or voluntary tenant
patrol s, purchase of non-expendabl e equi pnent, such as
wal ki e-tal ki es and purchase of uniforns, caps, shoes,
bul | et proof vests, flak jackets, etc., which are
specific to their assignnments and necessary to carry
out their responsibilities.

Section 5. Lead-Based Paint (LBP) Costs

2-13.LBP COSTS. The following costs related to LBP are eligible

costs:

['968.112(i) or '950.608(i)]

A

Prof essional Ri sk Assessnent. Eligible costs include

prof essi onal assessnents of the risks of LBP poisoning
through dust and soil sanpling and | aboratory analysis in
all famly devel opnents/buil di ngs constructed before 1980,
whet her or not they are incurred in connection with LBP

i nsur ance.

Interim Containment. Eligible costs include taking interim
neasures, before abatement, to reduce and contain the risks
of LBP poi soni ng recomrended by the professional risk
assessnments in subparagraph A Interim neasures include
cleaning dwelling structures with high-efficiency particle
air (HEPA) vacuuns and hi gh- phosphate washes (at |east 5%
tri sodi um phosphate (TSP)), and repairing and repainting
non-intact painted surfaces.

Testing and Abatenent. Eligible costs include LBP testing
and abat enment, including worker protection, containment,

cl ean-up, w pe-testing, and di sposal of LBP debris, of

fam |y devel opnent s/ bui | di ngs.

Insurance. Eligible costs are linited to insurance coverage
for pollution hazards associated with the testing,
abat ement, cl ean-up and di sposal of LBP on applicable
surfaces in fam ly devel opnent s/ buil di ngs.
Section 6. Administrative and O her Related Costs
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2-14. ADM NI STRATI VE COSTS. Administrative costs (Account 1410) that are
necessary for the planning, design, inplenmentation and nonitoring
of the physical and nanagenent inprovenments are eligible costs
and include the foll ow ng: ['968.112(i) or '950.6060)]

A

Sal aries. The salaries of non-technical and technical HA
personnel assigned full-time or part-time to nodernization
are eligible costs only where the scope and vol une of the



work are beyond that which could be reasonably expected to
be acconplished by such personnel in the performance of
their non-nodernization duties. The HA shall properly
apportion to the appropriate program budget any direct
charges for the salaries of assigned full- or part-tinme to
noderni zation. The HA nay all ocate sal ary expense through
use of the tinme sheet nmethod, as set forth in OMB Crcular
A-87, or through use of a per unit or other reasonable
basis, as set forth in the Financial Managenent Handbook
7475.1, as revised. The allocation nethod shall reflect a
fair distribution between all prograns adm ni stered by the
HA for which there is a cost inplication. The cost

al | ocation nethodol ogy is subject to HUD revi ew and

approval. Any direct charges to the CG for salaries shal
result in an appropriate revision to the HA's operating
budget .

B. Enpl oyee Benefit Contributions. HA contributions to
enpl oyee benefit plans on behal f of non-technical and
techni cal HA personnel are eligible costs in proportion to
the amount of salary charged to the CG. The cost of
term nating an enployee hired on a tenporary basis to work
on nodernization is an eligible cost, such as the expense of
unenpl oynent conpensation where required by State law. The

HA shall include an estimate of these costs in the Annua
St at errent .
C. Preparation of Docunments. Eligible costs include the

preparati on of CGP required docunents.

D. Resi dent Participation. Eligible costs include those
associ ated with ensuring the nmeani ngful participation of
residents in the devel opnent of the Annual Subm ssion and
Conprehensive Plan and the inplenentation and nonitoring of
t he approved noderni zati on program Such costs may include
transportation and babysitting costs necessary for resident
attendance at activities related to the CGP

E. Litigation Expenses. Eligible costs include fees paid to
attorneys for the handling of litigation related to the
noder ni zati on program where approved by HUD Counsel. Prior
HUD approval is required before the HA may initiate a
awsuit or incur litigation expenses. Such costs are
charged to Account 1410.4, Legal Expense
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F. O her Administrative Costs. Refer to Appendix 2-1.
2.15.AUDIT COSTS. Eligible costs (Account 1411) are limted to the
portion of the costs for the expanded | ndependent Audit which are
directly attributable to the nodernization program 1968.112(k)
or '950.608(k)]

2.16. ARCHI TECTURAL/ ENG NEERI NG ( A/ E) AND CONSULTANT FEES. Eligible



costs (Account 1430) include fees for planning, identification of
needs, detail ed design work, preparation of construction and bid
docunents and ot her required docunents, LBP professional risk
assessnments and testing, and inspection of work in progress.
['968.112(1) or '950.608(l)]

2-17. RELOCATI ON COSTS. Eligible costs (Account 1495) include relocation
and ot her assistance for pernanent and tenporary relocation, as a
direct result of rehabilitation, denmolition or acquisition for a
CGP-funded activity, including relocation resulting fromnatura
and ot her disasters. Refer to Appendix 1-4 for specific
requi renents. ['968.112(m or '950.608(mM]

2-18. OPERATI ONS. The FY 1996 OCRA also permits an HA to use up to 10%
of each annual grant approved in FY 1996 and prior years for any
operating subsidy purpose authorized in Section 9 of the Act.
Moder ni zati on funds allocated for operations shall be charged to
Account 1406, Operations, are not required to be reflected on the
Physi cal and Managenment Needs Assessnents, and are not subject to
the eligibility requirenments of the Mddernization Program After
HUD approval of the Annual Statenment, the HA may draw down 100%
of the approved funds in Account 1406 and place those funds in
its Operating Fund. The funds charged to Account 1406 are
credited to "Qperating Inconme, Gther" and are not included in the
operating subsidy cal culation since they fall under the excl usion
of grants or gifts. For Mbdernization purposes, the funds
budget ed for Account 1406 shall be consi dered obligated and
expended at the point of drawdown. The HAis not required to
specify in either the Annual Statenent or the Performance and
Eval uati on Report the actual activities funded from Account 1406.
Refer to Notice PIH 96-56 (HA), dated July 29, 1996

Section 7. O her Requirenents
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2-19. COST LI M TATIONS. ['968.112(n) or '950.608(n)]

A Operations. Refer to paragraph 2-18 for the 10%linit on
operations in Account 1406.

B. Managenent | nprovenents. The PHA that has been desi gnated
as both an Overall High Perforner and Mod Hi gh Perfornmer
under the PHVAP has no limts on the use of its annual grant
for managenment inprovenents. Notw thstanding the ful
fungibility of work itenms, all other HAs shall not use nore
than a total of 20% of its annual grant for managenent
i nprovenent costs in Account 1408, unless specifically
approved by the FO

C. Admi ni strative Costs. Notwithstanding the full fungibility
of work items, the HA shall not use nore than a total of 10%
of its annual grant for administrative costs in Account
1410, excluding any costs related to LBP or ashestos testing
(whet her conducted by force account enpl oyees or a
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contractor), in-house A/E work (including inspections) in
lieu of contracting for such services, and other specia
admini strative costs required by State or local/tribal |aw,
such as contributions to an unenpl oynent conpensati on fund,
unl ess specifically approved by the FO

Contingencies. The HA nay budget initially up to 8%of its
annual grant for contingencies in Account 1502. The HA does
not draw down, obligate or expend funds agai nst Account
1502. Funds budgeted in Account 1502 are consi dered
unobligated until they are rebudgeted within the Annua
Statenent to other eligible accounts and obligated for a
cost overrun or other work itenms. The HA nmay draw down
funds originally budgeted for contingencies after they have
been rebudgeted to other eligible accounts. During

i mpl enentation, the HA nay not replenish Account 1502. At
program conpl eti on, the revised budget anount for Account
1502 must be zero.

Pl anni ng Costs. The Departnent expects that the HA may
carry out extensive planning in the early years of the CGP
or as an ongoi ng, continuous function. Therefore, there is
no percent limtation on the anmount of the annual grant

whi ch may be used for planning. However, planning
undertaken as a managenent inprovement in Account 1408 is
subject to the 20% linmitation on that account; planning
undertaken as an admi nistrative cost in Account 1410 is
subject to the 10%limtation on that account, which
excludes any in-house A/E work. Costs for outside A/E or
consul tant fees are charged to Account 1430 and are not
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subject to any percent linmtation

Program Benefit. Were the physical or managenent

i mprovenent, including adm nistrative cost, will benefit
progranms other than Public and Indian Housing, such as
Section 8 or local revitalization, eligible costs are
l[imted to the anobunt directly attributable to the Public
and | ndi an Housing Program For exanple, the HAis
operating 800 public housing units and 200 Section 8 units
and wi shes to construct a single building for adnministrative
enpl oyees of both prograns; in such case, CG funds nmay be
used to pay up to 80% of the total cost since the public
housing units represent 80% of the total units operated by
the H k Another reasonable basis for allocating costs would
be the nunber of staff enployed by the Public and Indian
Housi ng Program versus ot her prograns.

No Duplication. On Form HUD- 52836, HA Board Resol ution, the
HA certifies that it has established controls to ensure that
any activity (work item) funded by the CGP is not al so
funded by any other HUD program thereby preventing
duplicate funding of any activity (work item.



2-20. I NELI G BLE COSTS. The PHA shall not make | uxury inprovenents or carry
out any other ineligible activities. ['968.112(0) or '950.608(0)]

A I neligible Physical |nprovenent Costs. Exanples of
i neligible nodernization costs include:

1. Luxury inprovenents, such as saunas, whirl pool baths
and hot tubs;

2. Conversion of retail electric, gas or water utility
services to naster meter systens;

3. Rout i ne mai nt enance;

4. Wrk on any land, structures or utility systens,
i ncl udi ng dedi cated streets, that are not HA-owned and
covered by the Declaration of Trust or are not under a
long-term (at | east 20 years) |ease by the HA. Note:
Exceptions to this prohibition my be approved for |HAs
on a case-by-case basis because of the unique
ci rcunst ances of |and ownership and triba
organi zati on;

5. Duplication of costs for repair of a unit damaged by
fire or
2-20
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nat ural di saster where costs are being rei nbursed from
i nsurance;
6. Pur chase of firearns/weapons, amunition, night sticks,

etc, for use by local/tribal |aw enforcenent agencies,
non- HUDaut hori zed HA police departments, or HA security
guard personnel

7. Purchase or |easing of any autonotive or non-expendabl e
equi prent, including any clothing, such as uniforns or
protective vests, for use by local/tribal |aw
enforcenment agencies. Note: Purchase of non-expendabl e
equi prment, including any clothing, for use by HUD authori zed
HA police departnents or HA security guard
personnel is an eligible cost;

8. Purchase or |easing of automotive vehicles for use by
| ocal /tribal |aw enforcenment agencies;

9. Purchase or |easing of passenger vehicles which wll
not be used on a full-time basis to
adm ni ster/inpl emrent the Mdernizati on Program such as
passenger cars for general use by the HA executive
staff or passenger vans for general use by resident
organi zations since such vehicles are generally needed
to carry out the general operations of the Low Rent



Program and not the Mbderni zati on Program

10. Operating costs of eligible vehicles after conpletion
of the Modernization Program

11. Work on any homeownershi p units which have been
conveyed by the tine the Annual Statement is submtted;
and

12. Purchase of equipnment for donation to or non-tenporary
use by a resident-owned business.

B. I neligible Related New Devel opnent Costs. Ineligible costs
i nclude correction of devel opnent deficiencies before the HA
has made every effort to secure correction or
i ndemni fication and where there are avail abl e devel oprent
funds (see paragraph 2-5B)

C I neligi ble Managenent | nprovenent Costs. Exanples of
i neligible nodernization costs include:

1. Fundi ng of ongoi ng operating expenses of resident
organi zations, resident councils or RMCs;
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2. Assi stance to resident-owned busi nesses whi ch do not

relate to the provision of |Iowincome housing, such as
bakeries, catering, beauty parlors and conveni ence

stores;
3. Schol arshi ps or incentives for residents;
4. Provi si on of expendable materials and goods, such as

T-shirts, caps and buttons;

5. Paynment of liability insurance for on-duty l|local |aw
enforcement or HA police, HA security guards, or
vol untary tenant patrols;

6. Purchase of controlled substances (illegal drugs) for
any purpose, including sting operations;

7. Conpensation to informants or confidential informants;

8. Enpl oyment of personnel such as security guards who do
not nmeet all relevant State or local/tribal insurance,
training, licensing or other simlar requirenments;

9. Costs of organized fund raising, advertising, financia

campai gns, endowrent drives, solicitation of gifts and
bequests, rallies, marches, comunity cel ebrations or
simlar expenses incurred to raise capital or obtain
contributions;



10. Costs of utilities and other operating expenses for
local /tribal | aw enforcenent agenci es and day care
health care and other service providers operating out of
HA- owned nondwel ling facilities;

11. Costs to convert rental units to homeownership units,
other than to prepare a feasibility study and an
application for conversion and to rehabilitate the
units before conversion; and

12. HA staff conferences, training, retreats or neetings
which do not directly relate to nodernization. See
par agr aph 2- 19F regardi ng program benefit.

D. Ineligible Adm nistrative and O her Rel ated Costs.
I neligible costs include:
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1. Costs of entertai nment, including food and beverages,
amusenents, social activities, food or stipends to

resi dents;

2. Conpensation of any type to voluntary participants,
such as tenant patrols or advisory councils;

3. Liti gation expenses (Account 1410.4), except where
approved by HUD,

4. Travel (Account 1410.10) which is not in connection
with CGP training or the devel opnent and i nplenmentation
of the CGP;

5. Publ i cations (Account 1410.12) and nenbershi p dues and
fees (Account 1410. 16);

6. I nsurance expenses (Account 1410.19), including paynent
of deductibl es, but excluding LBP insurance;

7. Costs related to tenporary noves or displacenent
(Account 1495) which do not conformto the requirenents
of Appendi x 1-4; and

8. I ndi rect costs (overhead).

2-21. DEVELOPMENT ACCOUNTS/ ACCOUNTI NG PROCEDURES. For work to be funded
with CG funds, the HA shall enter the estinmated costs by the
appropriate devel opnent account nunber on Form HUD- 52837, Annua
Statenment, and/or on Form HUD- 52842, Annual Statenent on
Repl acenent Reserve, (where the replacenent reserve has been
funded and is being used for eligible costs).

A Managenent | nprovenents.

1. Al'l adnministrative and professional services costs



relating, to managenent inprovenents shall be charged
to devel opment account, Managenent | nprovenents
(Account 1408), regardl ess of whether the costs involve
non-techni cal or technical salaries, enployee benefit
contributions or consultant fees.

2. Cost relating to econom c devel opnent activities,
resi dent managenent, resident honeownership, drug
elimnation and operations shall be charged to
devel opment account, Managenent | nprovenents (Account
1408) .
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B. Adm ni strative and O her Costs.

1. Al'l adninistrative and professional services costs
relating to physical inprovenents shall be charged to
the follow ng appropriate devel opnment accounts: Non-
Techni cal Sal aries (Account 1410.1); Technical Salaries
(Account 1410.2); Enployee Benefit Contributions
(Account 1410.9); Architectural and Engi neering Fees
(Account 1430.1); Consultant Fees (Account 1430.2); and
ot her accounts set forth in Appendi x 2-1.

2. Where HA personnel assigned to the nodernization
program wor k on both physical and managenent
i mprovenents, their salaries shall be prorated, for
budgeti ng purposes, between the physical and the
managenent inprovenments. During inplenmentation, the
conbi ned Annual Statenent/ Performance and Eval uation
Report shall reflect, by account, revised estinmated
costs and actual costs directly charged. Docunentation
such as time records shall be available for HUD post -
review to substantiate these direct charges.

C. Force Account Labor. Force account |abor costs for carrying
out physical inprovenents, including technical salaries,
enpl oyee benefit contributions and, where required by State
or local/tribal law, contributions to an unenpl oyment
conmpensation fund, shall be charged to the appropriate
devel opnent account for hard costs; i.e., Site Inprovenents
(Account 1450); Dwelling Structures (Account 1460); or
Nondwel | ing Structures (Account 1470).

D. Devel opment Account s/ Accounting Procedures. Refer to
Appendi x 2-2 for the chart of accounts and definition of new
accounts, a listing of ineligible devel opnent accounts, and
speci fic accounting instructions for the CGP
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CHAPTER 3. ALLOCATI ON OF FUNDS

OBJECTI VE. The objective of this Chapter is to set forth the
process used to allocate nodernization funds to the aggregate of
HAs with fewer than 250 units which remain under the conpetitive
Cl AP (known as Cl AP agencies) and to individual HAs with 250 or
nore units which are entitled to receive an individual fornula
grant of funds under the CG (known as CGP agencies). It also
descri bes the special procedures established for determning
funds to be nmade avail able by fornmula for CGP agencies which are
desi gnat ed as Mbderni zation (Mdd) Troubl ed under the Public
Housi ng Managenent Assessnent Program (PHVAP). [Sec. 14(k);

' 968.103(a) or '950.604(a)]

GENERAL OVERVI EW

A Each FFY, once the anount of funds available for the
Moder ni zati on Programis known, HUD shall set aside funds
for two reserves: (1) the reserve for natural and other
di sasters and for energencies (see paragraph 3-8); and (2)
if applicable, a reserve to repay credits earned by CGP
agencies during the tinme they were designated as Md
Troubl ed under the PHVAP (see paragraph 3-9). ['968.103(b)
and (c) or '950.604(b) and (c)]

B. After the funds for the two reserves have been set aside,
the remaining funds shall be allocated between Cl AP and CGP
agencies on the basis of the formula described in paragraph
3-3.

Dl VI SI ON OF FUNDS BETWEEN BACKLOG AND ACCRUAL NEEDS. Once HUD
has determ ned the anobunt of funds to be allocated to the two
reserves described in paragraph 3-2, HUD shall allocate the
remai ni ng funds based on the relative need anong HAs for funds to
do noderni zati on work. HUD shall divide these funds into two
equal "pots" of funds. One "pot" shall be allocated on the basis
of the backl og need for nodernization work; the other "pot"' on

the basis of the accrual need for nodernization work. ['968-103(d) or '950-

604(d) ]

A Backl og Need. For purposes of fund allocation under the
Moder ni zati on Program the backl og of nobdernization need is
defined as:

1. Backl og of needed repairs and replacenents of existing
physi cal systens in public housing devel opnents;

2. Itens that nust be added to devel opnents to neet the
nmoder ni zati on and energy conservati on standards under
' 968. 115 or '950.610, and
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State and | ocal /tri bal codes; and

3. Itens that are necessary or highly desirable for the
long-termviability of a devel opnent, in accordance
with HUD s nodernization standards

Note: Data for deternining backlog need are derived from
1985 inspections of a sanple of public housing devel opnents.
These data were anal yzed and reported in the "Study of the
Moder ni zati on Needs of the Public and Indian Housi ng Stock
Nati onal, Regional and Field Ofice Estimtes: Backl og of
Moder ni zati on Needs," prepared by Abt Associates, Inc. of
Canbri dge, Massachusetts, published in 1988 (the Abt study).
These data were edited by ICF, Inc.

Accrual Need. For purposes of fund allocation under the
Moder ni zati on Program noderni zati on needs accrue (arise
over tine) and relate to the follow ng categories of need:

1. Backl og of needed repairs and replacenents of existing
physi cal systems in public housing devel opments; and

2. Itens that nust be added to devel opnents to neet HUD s
noder ni zati on and energy conservation standards under
'968. 115 or '950.610, and State and local/tribal codes.

Note: The anmount of accrual need that arises over tine is
estimated through a nodel of accrual of physical needs

devel oped by ICF, Inc., under contract to HUD, and descri bed
in "Future Accrual of Capital Repair and Repl acenment Needs
of Public Housing," published in 1989.

3-4. ALLOCATI ON FOR BACKLOG NEEDS. ['968.103(e) or ' 950.604(e)]

A

Determ ne Estimated Backl og Needs. HUD shall determine the
estimated backl og needs of all Cl AP agencies taken as a
whol e and the New York City Housing Authority (NYCHA) based
on direct estinmates of backlog needs taken fromthe Abt
study. HUD then shall determ ne the estinmated backl og needs
of the remai ning CGP agencies on the basis of the fornula
described in '968.103(e) or '950.604(e).

Calibrating Esti mtes of Backlog Needs. HUD shall adjust
upward t he estinmated backl og needs deterni ned under
subparagraph A by nmultiplying the estimtes by 50%to update
the costs of addressing this backlog need for devel opnents
constructed before 1985. This adjustnment, which updates for
inflation, accrued
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needs, and pipeline funding, brings the dollar amunt of
noder ni zation need in 1986 to the equival ent dollar anount

of unfunded noderni zation need as of 1991. It provides a
current base from which to deduct past nodernization funding
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for purposes of determining relative shares of unfunded
noder ni zati on needs, as set forth in subparagraph C

Det ermi ning Fund All ocations. Once the estinmated backl og
needs has been determnined and calibrated, HUD shal
undertake the followi ng adjustnents to arrive at the
unfunded backl og of noderni zati on needs at each HA

1. There is a deduction for prior Cl AP and MROP fundi ng.
Si nce such funding net some noderni zati on needs ot her
than those estimated in the formula, HUD shal
determne the relative shares of noderni zati on needs by
deducting 60% of Cl AP funds made avail able for FFYs
1984-1991 on an HA-wi de basis fromeach HA's estimate
of need. HUD also shall deduct 40% of MROP funding
provided to a PHA on a devel opnent - speci fic basis.
Thi s deduction shall not exceed the estimated
calibrated backlog attributable to that devel opnent.
These deductions of prior ClAP and MROP fundi ng shal
not reduce the HA's estimated calibrated backl og needs
by nore than 50%

Not e: These percentages were determ ned on the basis of
estimated Cl AP and MROP funds respectively that are assuned
to have actually been used for the types of nodernization
needs identified in the Abt study.

2. Additionally, newy constructed or acquired units with
a DOFA date of October 1, 1991 or thereafter will be
consi dered to have a zero backl og.

3. This nmethodology will result in the determ nation of
each HA's share of unfunded backl og needs. HUD then
shall use this information to allocate nodernization
funds on the basis of relative shares of unfunded
backl og needs to each CGP agency.

Exanple 1: Developnent B is an ol der devel oprment for which
$8 million in MROP funds have been provided. Since it is an
MROP project, 40% of the MROP funds or $3.2 million will be
deducted fromthe estimated backlog need for this property.
Thi s deduction may not exceed the estinated need for the
devel opnent which received the MROP funding. The calibrated
fornmul a estimate of backl og need for Devel opnent Bis $1.5
mllion. Since $3.2 nmillion is greater than the $1.5
mllion estimte of
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backl og need for the devel opnent, the MROP deduction is
capped at $1.5 nmillion

Exampl e 2: The HA of Anytown, USA, has an estinmated
cal i brated backl og need of $4.5 nmillion. In FFYs 1984-1991
it received $3 million in ClI AP funds, of which 60%or $1.8



million will be deducted fromits estimated backl og need.
Since $1.8 million is less than 50% of the backlog estinmate
of $4.5 million, the full $1.8 million is deducted fromthe
PHA' s estimat ed backl og need, |eaving a final unfunded
backl og need for fornmula allocation purposes of $2.7
mllion.

Exanpl e 3: The HA of Largetown, USA, has an estinmated

cal i brated backl og need of $20 million. |In FFYs 1984-1991
it received $15 million in C AP funds, of which 60% or $9
mllion would be deducted fromits esti mated backl og need,
and $10 million in MROP funds, of which 40%or $4 million
woul d be deducted fromits estimated backl og need. This
woul d provide a total deduction of $13 million fromthe
esti mat ed backl og need. However, since the estinated
backl og need will be reduced by no nore than 50% and $13
mllion is nmore than $10 million (50% of the estinmated
backl og need for the PHA), the HA's final unfunded backl og
need for formula allocation purposes is $10 mllion, 50% of
the original calibrated estimate.

Formul a Characteristics and Wights. Refer to Appendix 3-1
for a summary expl anation of the formula characteristics and
wei ghts for backl og need. This appendix is derived from
Appendi x B, HUD Report to Congress on Alternative Methods
for Funding Public Housing Modernization, dated April 1990.

3-5. ALLOCATI ON FOR ACCRUAL NEEDS. ['968.103(f) or ' 950.604(f)]

3- 6.

A

Determ ni ng Esti mated Accrual Needs. HUD shall determ ne
the relative shares of accrual needs of all ClAP agencies
taken as a whole and the NYCHA based on direct estinates of
accrual need derived fromthe |ICF study, since statistically
reliable data are available for the ClI AP agencies and the
NYCHA. The | CF accrual nodel shall be applied to these
direct estimtes of accrual to develop the estinmate of

rel ati ve shares of accrual need. HUD then shall determne
the accrual needs of the renmining CGP agencies on the basis
of the formula described in '968.103(f) or '950.604(f).

Formul a Characteristics and Wights. Refer to Appendix 3-1
for a summary expl anation of the formula characteristics and
wei ghts for accrual need. This appendix is derived from
Appendi x B, HUD Report to Congress on Alternative Mthods
for Fundi ng Public Housing Modernization, dated April 1990.
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ALLOCATI ON FOR CI AP. After HUD determ nes the share of the total
funds avail able for the Mdernization Programto be used for Cl AP
agenci es, as described in paragraphs 3-4 and 3-5, HUD shal

all ocate ClIAP funds to the FGs based on their relative shares of
backl og and accrual needs for ClI AP agencies. ['968.103(g) or

' 950. 604(9)]



3-7. ALLOCATI ON FOR CGP. ['968.103(h) or '950.604(h)]

A

B

7485.3 G

Cener al

1

Al'l ocations of nodernization funds under the CGP are
determ ned on the basis of HA project and comunity
characteristics. These characteristics are used as
formula el enents in the backl og and accrual formulas
described in the CGP regulation. These fornulas result
in allocations on a per unit basis. Therefore, the
total allocation to a CGP agency is the per unit anount
determ ned on the basis of HA, devel opnent, and
community characteristics, times the nunber of units
eligible for funding under the CGP. However, any
anmounts allocated to a CGP agency may be used for any
eligible activity under Chapter 2, notw thstandi ng that
the allocation anount is determ ned by allocating half
based on the rel ative backl og needs and half based on
the relative accrual needs of HAs. ['968.103(i) or

' 950. 604(i)]

HUD strongly encourages the HA to explore with State or
local /tribal governnents the possibility of obtaining
addi tional funding to supplenent CGP funds to neet
noder ni zati on needs. HUD shall not reduce the HA' s
formula amount as a result of State, local/tribal or
other contributions to the HA

HUD s current database system which contains rel evant
i nformati on on HA characteristics is the Integrated
Busi ness System (| BS)

Formul a Characteristics Report (FCR). ['968310(a) or
' 950. 650( a) ]

1

Before the start of each FFY, HUD shall transmt to
each HA the FCR, produced fromthe data contained in
the IBS. The data shall include the ambunts previously
funded under the Cl AP and MROP, on which the deductions
fromthe HA's share of need for funding for the backl og
of nodernization will be based.
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The HA shall verify, correct and provi de additiona
data, as necessary, on the FCR and return it to HUD
The HA shall ensure that all existing units are
counted, including the actual number of Turnkey 11
units. Units decreases due to denolition, disposition,
conversion or conveyance shall be reflected on the FCR
The HA is encouraged to contact the FO as di screpanci es
are noted to facilitate subsequent HUD revi ew and

m nimze the need for appeal actions. For exanmple, if
there is a discrepancy regarding the unit count, the HA
shoul d contact the FO to discuss the source of the data



and reasons for the discrepancy. |If the FCRis
correct, the HA shall so notify HUD. If the HA fails
to subnit the FCR by the prescribed deadline or to
notify HUD that the FCRis correct as is, HUD shall use
the data which it has avail abl e concerni ng HA and

devel opment characteristics for the purpose of
calculating the HA's annual fornmula share and the HA
has no appeal rights based on error in the data (see
subparagraph E2). However, if HUD has information that
the data are incorrect because the HA has failed to
update the FCR, HUD shall contact the HA regarding the
error(s) and correct the database before running the

f or nul a.

The FO shall review the FCR and any corrections made by
the HA. If there are data elenments that are
questionabl e, the FO shall discuss these areas with the
HA and attenpt to resolve any discrepancies. Were

di screpanci es can be resolved or where the FO agrees
with the corrections, the FO shall enter the
corrections into the database. \Where di screpancies
cannot be resolved, the FO shall not enter the
corrections into the database; the HA nay subsequently
appeal based on error (see subparagraph E2).

C. Cal cul ating the Number of Units.

1

General . For purposes of determ ning the nunber of
units owned or operated by the HA, and the relative
noder ni zati on needs of HAs, the formula shall value as
one unit each existing rental, Section 23 Leased
Housi ng Bond- Fi nanced, and Miutual Help unit under the
ACC. The fornula also shall value as one-fourth of a
unit each existing unit under the Turnkey II1l program
to take into account the honebuyer responsibility for
the costs of certain naintenance and repair.
['968.103(j) or '950.604(j)]

Adding Units. New units which are added to the HA' s
inventory (or increases resulting fromthe conversion
of existing units) shall be added to the overall unit
count so long as they are under ACC amendnment and have
reached DOFA
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as of the first day in the FFY (Cctober 1) in which the
formula is being run. Any increase in units (reaching
DOFA and under ACC anendnent) as of the begi nning of
the FFY shall result in an adjustnment upwards in the
nunber of units under the formula. New units added
after this date will be counted for formula purposes as
of the following FFY. ['968.103(j) or '950.604(j)]

Reducing Units. ['968.103(k) or '950.604(k)]
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Where an existing unit under the ACC is
demol i shed, di sposed of, or converted into a

| arger unit, HUD shall not adjust the anopunt the
HA receives under the formula, unless nore than
one percent of the overall unit count is reduced
on a cunul ative basis. Were the reduction in
units is greater than one percent, HUD shall phase
out the number of units counted for formula

pur poses over a three-year period.

In inplementing this provision, HUD shall conpare
the units identified in the FCRin the initia
year under formula funding with the nunber of
units identified in the FCR in the current year
If the change is | ess than one percent, HUD shal
fund the HA as though no change had occurred. |If
the change is greater than one percent, the
formula will calculate the HA's fornula share on
the basis of the nunber of units identified in the
FCR in the current year, plus two thirds of the
di fference between the initial year and the
current year in the first year, plus one third of
the difference in the second year, and at the

| evel of the current year in the third year

After the third year, the fornula funding wll
reflect the full reduction in the HA's unit count.
This reduced nunber of units shall serve as the
new base for purposes of calculating in the future
whet her there has been anot her one percent
reduction in the overall unit count on a

cunmul ative basis. [|If so, HUD shall phase out the
nunber of units counted for fornula purposes over
a three-year period.

Units which are lost as a result of denolition,

di sposition, conversion, or conveyance shall not
be offset against units subsequently added to the
HA's inventory. Additions to and reductions from
the unit inventory are separate actions that shal
be reflected on the FCR and conputed i n accordance
with the
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provi sions of this paragraph.

Mutual Hel p and Turnkey 11l units which are paid
of f, but not conveyed shall not result in a
reduction in the unit count until they are
conveyed. \When conveyed, Miutual Help units,
Turnkey |11 units, and rental units under HOPE I
HOPE Il and Section 5(a) shall result in an

i medi ate, rather than a phased-in, reduction in



the unit count.

4. Dat abase Corrections. To ensure that the IBS accurately
reflects the HA' s unit count, the FO shall correct the
nunber of units in the IBS within 30 cal endar days after
any of the follow ng events occur or by Septenmber 30 of
the FFY in which the event occurs.

a. Conpl etion of approved work to convert units to
different sizes, resulting in an increase or
decrease in the nunmber of units;

b. Execution of a sales contract for a disposition

c. Start of approved work for a denolition; or

d. Conveyance of a Miutual Help, Turnkey IIl or renta
unit.

HUD Notification of Fornula Amount. HUD shall notify the HA
of its formula amount, as well as provide a copy of the FCR
used. in the fornul a database. ['968.310(b) or '950.650(b)]
In addition, HUD shall notify the PHAs designated as Md
Troubl ed, under the Public Housi ng Managenent Assessnent
Program (PHVAP) at 24 CFR Part 901, of their reduced fornul a
amounts. HUD shall cal culate the reduced funding | evel as
follows: [''968.103(c) and 968310(c)]

1. The average of the anount that the Mdd Troubl ed PHA
recei ved for nodernization activities under the CG, ClAP
and MROP, for each of the preceding three FFYs, which
average shall be adjusted to take into account changes in
the cost of rehabilitating property based upon the Means
Construction Cost |ndex; plus

2. 25% of the difference between the anmobunt determ ned
under subparagraph D1, and the anount that woul d have
been allocated to the PHA for the FFY if it were not
desi gnated as Mod Troubl ed.

Appeal Rights. The HA may appeal in witing to the FO HUD s
determination of its formula amount on the basis that: (1)
there
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are uni que circumnmstances applicable to the HA;, (2) there has
been an error with respect to the HA, devel opment and
conmunity characteristics used by HUD to determine the HA' s
formula amount, including an error in HUD s determination of
the amobunt of past Cl AP and MROP funding; and/or (3) the
PHA' s reduced formul a anount because of its Md Troubl ed
desi gnation should be increased. Any successful appeal on
the basis of data error will result in a pernmanent change to
the HAs fornula share. However, the HA that fails to submt
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either the FCR or its appeal to the FO by the prescribed
deadline forfeits the right to appeal its formula anount for
the current FFY. ['968.310(b) or '950.650(b)]

1. Appeal Based on Uni que Circunstances.

a. HA Appeal. The HA may appeal in witing HUD s
determination of its forrmula anpbunt within 60
cal endar days of the date of HUD s determ nation
on the basis of unique circunstances. The HA
shall indicate howit is unique, specify the
manner in which it is different fromall other CGP
agenci es, and provi de any necessary supporting
documentation. HUD wi shes to enphasize that it
consi ders approvabl e grounds for appeal s based
upon uni que circunstances to be difficult to
obtain and that approval of an appeal for a given
HA nmeans that other CGP agencies will receive |ess
funding. An exanple of what nay be an approvabl e
uni que circunstance is a devel opment which is
| ocated in close proximty to an Environmental
Protection Agency Superfund site and requires
extraordi nary noderni zation to ensure the health
and safety of residents. Exanples of non-approvable
appeal s based on uni que circunstances
are fam ly high-rises, developnents in high crinme
areas, and devel opnments spread over a |arge
geogr aphi c area.

b. FO Revi ew Recommendati on. The FO shall review the
HA's witten appeal and forward it with comrents
and reconmendations for approval or disapproval,
within 30 cal endar days after receipt of the HA' s
appeal , to Headquarters.

C. Headquarters Decision. After reviewing the HA s
witten appeal and the FO s comments and
recomendat i ons, Headquarters shall render a
written decision on the HA's appeal within 30
cal endar days (60 cal endar days after FO receipt
of the HA's appeal). Headquarters shall publish
in the Federal Register a description of the facts
supporting any successful appeal based upon uni que
ci rcunst ances
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d. Provision of Funds. Any additional funds
resulting froma successful appeal based on unique
circunstances shall be provided from subsequent
FFYs allocation of CGP funds.

2. Appeal Based Upon Error

a. HA Appeal. The HA may appeal in witing HUD s



determ nation of its fornmula amunt within 60

cal endar days after the date of HUD s

determ nation on the basis of an error in the FCR
data. The HA shall describe the nature of the
error and provi de any necessary supporting
docunent ati on.

FO Revi ew Deci sion. The FO shall reviewthe HA' s
witten appeal and render a witten decision on
the this appeal within 60 cal endar days after
receipt.

Notification to Headquarters. The FO shal
i mredi ately inform Headquarters in witing of the
results of any successful appeals based on error

Adj ustnent to Fornmula. Any adjustment to the
formula allocation resulting froma successfu
appeal on the basis of error shall be nade from
subsequent FFYs allocation of CGP funds.

Appeal of Reduced Formula Allocation for PHAs
Desi gnated as Mdd Troubl ed under PHVAP (Not Applicable
to | HAs).

a.

HA Appeal. After the PHA is designhated Md
Troubl ed under PHVAP (24 CFR Part 901), HUD shal
informthe PHA that its CGP funding may be limted
because of its designation. The PHA may petition
HUD wi thin 30 cal endar days after the receipt of
HUD s notification for an increase in the anpunt
of its fund allocation. (Note: The procedures for
appeal of the Mbd Troubl ed designation are set
forth under the PHVAP.) The PHA shall describe
the circunstances that warrant an increase inits
reduced fornula anmount. For exanple, the PHA may
have a new Executive Director who is inproving the
PHA' s performance, and it can be denpnstrated that
the PHA's plan for inprovenent requires nore funds
than those provided by the reduced allocation

The PHA shall specify how it is achieving or
maki ng progress toward achi eving the goals and
targets set forth in its Menorandum of Agreenent
(MDA) .
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FO Revi ew Deci sion. The FO shall review the PHA's
witten appeal and render a witten decision on
the HA's appeal within 60 cal endar days after

recei pt. The FO shall deternine whether to

i ncrease the anmount of assistance to provide the
Mod Troubl ed PHA based upon the PHA's denopnstrated
progress in neeting goals and targets set forth in
the PHA's MOA under the PHVAP, and toward
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achi eving satisfactory performance under the PHVAP
noder ni zati on indi cator.

c. Notification to Headquarters. The FO shal
i medi ately inform Headquarters in witing of the
results of any successful appeals of the reduced
formul a anobunt so that Headquarters can
i mredi ately provide up to the full fornula anount
in the same FFY.

d. Maxi mum Al | owabl e Al l ocation. The maxi num anount
that HUD may provide to a PHA under this
subparagraph is the anount that it would have been
allocated if it had not been designated as Md
Troubl ed. Where the full forrula allocation is
| ess than the average of funding received by the
PHA under the CGP, Cl AP and MROP for each of the
preceding three FFYs, the PHA shall receive its
full formula amount, plus 25% of the difference
between that figure and its full fornula amount.

Note: The PHA that has successfully appealed its
reduction in fornmula allocation continues to be a
Mod Troubled PHA until such time as the
designation is formally renmoved in accordance with
procedures prescri bed under the PHVAP.

Note: \Where the PHA is no | onger designated as
Mod Troubled, the PHA is entitled to receive a
portion of its credits under paragraph 3-9E, in
addition to its full formula allocation

e. Real | ocation of Funds Wthheld from Mod Troubl ed
PHAs. Any anounts which are not provided to the
PHA under subparagraph D3 because of its Md
Troubl ed designation, shall be reallocated by HUD
to other CGP agencies that are not designated as
either Troubled or Mbd Troubl ed under the PHVAP,
and to CGP I HAs that have not been determned to
be high risk for nodernization in accordance with
'950.135, at the tine the formula was originally
run for that FFY. Such funds shall be reall ocated
in the next FFY based upon the
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rel ati ve needs of these PHAs and | HAs, as
det ermi ned under the fornmula.

3-8. RESERVE FOR DI SASTERS AND EMERGENCI ES. ['968. 104 or ' 950. 606]

A

Fundi ng of Reserve. For each FFY, HUD shall reserve from
amounts approved in the Appropriations Act for the
Moder ni zati on Program an anount not to exceed $75 million
whi ch shall include unused reserve anmounts carried over from



previ ous FFYs and which shall be made available to both CGP
and Cl AP agenci es for nodernization needs resulting from
natural and other disasters, and from energencies. HUD

shal

1

replenish this reserve at the begi nning of each FFY.

Ener genci es.

Definition. As defined in paragraph 1-6, an emergency
is a physical need of an energency nature, posing an
imredi ate threat to the health or safety of residents
whi ch nust be corrected within one year of funding.

Eligibility for Funds.

a. The HA (including a designated Mod Troubl ed PHA)
is eligible to apply for and receive funds from
the reserve to the extent that there are not
adequate funds to address the emergency condition
from its annual fornula allocation of CGP funds;
ot her unobligated CGP or Cl AP funds; or its
repl acenent reserve under paragraph 2-7.

b. The HA is not required to have an approved
Conpr ehensi ve Plan before it can request emergency
assi stance fromthe reserve.

Repaynent. The HA that receives assistance fromthe
reserve to correct energency conditions shall repay
such assistance fromits future fornula allocations,
where avail able, since they are the type of work which
is included in the formula. HUD shall deduct 50% of
the HA's succeeding year's fornula allocation until the
anmount provided for energencies fromthe reserve is
repaid, unless a different repaynent schedule is
approved by the FO. The annual notification of the
formul a amount shall contain the ambunt of this
deduction, and the balance remaining to be paid, if
any.
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C. Nat ural and O her Di sasters.

1

Definition. A natural or other disaster is an
extraordi nary event, such as a hurricane or earthquake,
affecting only one or a few HAs and i ncl udes any

di saster declared by the President or any event which
HUD deternines would qualify for a Presidentia
declaration if it were on a |larger scale.

Eligibility for Funds.
a. The HA (including a designated Modd Troubl ed PHA)

is eligible to apply for and receive funds from
the reserve regardl ess of the availability of



ot her noderni zation funds or reserves, but only to
the extent that its needs are in excess of its
expect ed rei nbursenment frominsurance and ot her
sources, such as the Federal Energency Managenent
Adm ni stration (FEMA).

b. The HA is not required to have an approved
Conprehensive Plan to obtain funds fromthe
reserve to address nodernizati on needs caused by
natural and ot her disasters.

3. Repaynent. Funds received fromthe reserve to repair
damages resulting froma disaster are not to be repaid
by the HA since they are the result of events which
could not be forecasted and, therefore, could not be
included in the formnula.

D. Application. Refer to paragraph 6-9 for instructions on
applying for funds fromthe reserve

3-9 RESERVE FOR CREDITS. This paragraph does not apply to | HAs.
['968.103(c) and '968.310(c)]

A General. After deducting amounts for the reserve for
natural and other disasters and for energenci es under
par agraph 3-8, HUD shall set aside no nore than 5% of the
remai ni ng anmount for the purpose of providing credits to
PHAS, excluding IHAs, that were fornerly designated as Md
Troubl ed. The purpose of this set-aside is to conpensate
these PHAs for anounts not allocated by HUD because of their
prior designation as Md Troubl ed.

B. Non- Applicability to IHAs. Since the PHVAP perfornance
i ndi cators under 24 CFR Part 901 do not apply to I HAs, they
cannot be deened "Md Troubl ed" for purposes of the CGP
Hence, I HAs are not subject to any reduction in funding
under section

3-13
7485.3 G

14(k)(5)(a) of the Act and do not participate in the reserve
for credits established under subparagraph A.

C Accrual of Credits. The PHA that has received a reduced
formula allocation because it was designated as Mbd Troubl ed
may accrue credits for up to three consecutive FFYS,
representing the difference between:

1. The anpunt the PHA woul d have been all ocated for the
FFY if it were not designated as Mdd Troubl ed; and

2. The reduced fundi ng anmount actually provided to the PHA
because it was designated as Mdd Troubl ed.

D. Failure to Renove Mbd Troubl ed Designation. After a three-year



period during which the Mod Troubl ed PHA has accrued

credi
shal

1

bt ai

ts under subparagraph C, the credits accrued by the PHA
be:

Decreased by 10% of the total accunulated credits if

the PHA's designation as Mod Troubled is not renoved
before the end of the first FFY follow ng the three-year
accrual peri od;

Decreased by an additional 20% of the original tota
accunul ated credits if the PHA's designation as Md
Troubled is not renoved before the end of the second FFY
followi ng the three-year accrual period;

Decreased by an additional 30% of the original tota
accunul ated credits if the PHA's designation as Md
Troubled is not renoved before the end of the third FFY
followi ng the three-year accrual period; and

Elimnated if the PHA's designation as Mod Troubled is
not rempoved before the end of the fourth FFY foll ow ng
the three-year accrual period.

ning Credits.

Det erm ni ng CGP Agency No Longer Mdd Troubled. HUD
shal | make the deternination that a PHA is no | onger
Mod Troubl ed based upon its achieving satisfactory

performance under the PHMAP noderni zation indicator
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Det ermi ni ng Anount of Accrued Credits. The additiona
assi stance under this subparagraph shall be provided to
the formerly Mod Troubl ed PHA beginning in the FFY in
which the PHA is no | onger Mbd Troubled at the tine the
formula is run. HUD will notify the PHA of the
prorated anount of the accrued credits which it wll
receive in the current FFY, with the notification of
its formula anmount, so that the PHA may include the
addi ti onal assistance when devel oping its Annua
Statenent. Such assistance shall be provided to the
PHA in addition to the PHA's regular fornula allocation
and shall consist of:

a. The prorated anount of credits accunul ated by the
PHA under subparagraph C, m nus

b. Any reductions under subparagraph Dto the tota
accunul ated credits, based upon the Iength of tine
that the PHA has taken to renpove its Md Troubl ed
desi gnation; and

c. Adj usted by HUD to take into account the PHA s
ability to expend expeditiously the accrued credit



amounts. HUD shall consult with the PHA to
determine the rate at which the PHA shall be

provi ded access to its credits. In general, HUD
intends to provide the PHA with 10% of its accrued
credits in the first year; an additional 20% of
its accrued credits in the second year; an

addi tional 30%of its accrued credits in the third
year; and the remaining 40% of its accrued credits
in the fourth year.

Pro Rata Reduction in Assistance. 1In any FFY where
formerly Mod Troubled PHAs are entitled to credits
exceeding the 5% reserve, HUD shall apply a pro rata
reduction for each formerly Mod Troubl ed PHA for such
FFY. The PHA shall remain entitled to receive its
out st andi ng bal ance of credits, including any credits
not actually received because of such pro rata
reduction, in future FFYs, depending upon the
availability of funds in the set-aside under

subpar agraph A
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CHAPTER 4. HA RESPONSI BI LI TY: COVWREHENSI VE PLAN

4-1. OBJECTIVE: The objective of this Chapter is to set forth the
requi renments of the Conprehensive Plan, including the Five-Year
Action Plan, and any anendnents, and the use of unobligated Cl AP
funds for CGP purposes. Since the requirenents for the Annua
Statenment, including the HUD review criteria, are statutorily
different fromthe Conprehensive Plan, the requirenments for the
Annual Statenment are set forth in Chapter 6.

4-2. POLI CY STATEMENT.

A In adm nistering the CGP, the Department is required by
Section 14(e)(4)(D)yof the Act to respect, to the greatest
extent possible, the professional judgment of the HA' s
adm ni strators. The Departnent strongly supports this
statutory nmandate and has nade every effort in the
regul ations to provide HAs with maxi num di scretion and
flexibility in planning and carrying out their nodernization
strategi es under the CGP, and to ensure accountability for
program funds and activities. However, the Departnment is
responsi ble for ensuring that the HA has identified all of
its physical and managenent inprovenment needs, is making
satisfactory progress toward neeting those needs, and is
complying with all statutory and regul atory requirenents.

B. Al t hough the Departnent believes that the HA is the key
actor in the nodernization process, it also believes that
the residents of the public housing and the community's
political |eadership share in that responsibility and nust
be involved in planning and establishing priorities for the
HA' s noderni zation program For this reason, the Departnent
is requiring, through the public hearing process, that
residents and the local/tribal governnent be provided with
anpl e opportunity to participate, not only during the
upfront devel opnent of the HAs nodernization strategy, but
t hroughout the ongoing inplenmentation of that strategy. In
this manner, the Departnent hopes to foster a | oca
Partnership anong the HA, its residents, and the
| ocal /tribal governnment, which can jointly devel op and
i npl enent the objectives and priorities established in the
HA' s noderni zation strategy. Refer to Chapter 9 for
specific requirements and gui dance on devel oping this
Par t ner shi p.

4-3. PURPCSE OF COWPREHENSI VE PLAN. The Conprehensive Plan is the
focal point of the HA's noderni zation strategy. It identifies
all of the physical and nanagenent inprovenents needed for the HA
and all of its
4-1
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devel opnents that represent eligible costs under Chapter 2,
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irrespective of funding availability. The Conprehensive Pl an
sets forth strategies and a plan of action, which will bring the
HA and its devel opnents up to the follow ng standards:

A The noderni zati on and energy conservation standards under
Section 14(e) (1) (A (ii) of the Act, which are prescribed in
'968. 115 or '950-610 and set forth in the Mdernization
St andards Handbook 7485.2, as revised; a life-cycle cost
anal ysis, where appropriate; and the |ead-based paint (LBP)
testing and abatenent requirenents in '968-110(k) and
' 950.120(i); and

B. For PHAs, an acceptable level of performance with respect to
the managenent areas under Section 14(e)(1)(B) of the Act,
the Public Housi ng Managenent Assessment Program ( PHVAP) at
24 CFR Part 901, and other areas deened necessary by HUD and
identified through audits or HUD nonitoring reviews; or

C. For I HAs, an acceptable | evel of performance with respect to
the managenent areas under Section 14(e)(1)(B) of the Act
and ot her areas deenmed necessary by HUD and identified
through audits or HUD nonitoring reviews. HUD is not using
the PHVAP to assess the | HA's nanagenent needs since | HAs
are specifically excluded from PHVAP coverage by Section 527
of the National Affordable Housing Act (NAHA) of 1990; and

D. For both PHAs and | HAs any additional management needs which
the HAs want to address to ensure the long-termviability of
their devel opnents and to i nprove the effectiveness and
efficiency of their nanagenent operations.

SUBM SSI ON AND COVPONENTS OF COVPREHENSI VE PLAN. In its first
year of participation in the CG and every sixth year thereafter,
the HA shall devel op and subnit a Conprehensive Plan. The HA may
amend any portion of its Conprehensive Plan at any time. The
Conpr ehensive Plan is conprised of the follow ng docunments: [ Sec.
14(e)(1)(A) through (H]; ['968315 or '950.652]

A Executive Summary (see paragraph 4-6);
B. Physi cal Needs Assessnent (see paragraph 4-7), including the

long-termviability and reasonabl e cost analysis (see
par agr aph 4-8);
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C. Management Needs Assessnent (see paragraph 4-9);
D. Fi ve- Year Action Plan (see paragraph 4-10);
E. Local Governnment Statenment (see paragraph 4-11);
F. HA Board Resolution, including civil rights statenment (see

par agr aph 4-12); and



G Annual Statenent (see Chapter 6).

4-5. RESI DENT AND LOCAL/ TRI BAL GOVERNMENT PARTI Cl PATI ON.  The HA shal
devel op, inplement, and nonitor the Conprehensive Plan, and
thereafter annually anend portions of the Plan (both for purposes
of adding a new fifth year to the rolling base of the Five- Year
Action Plan, and reflecting any necessary changes to the approved
Physi cal and Managenment Needs Assessnents), in consultation with
residents of all devel opnents covered by the Conprehensive Pl an
and with appropriate local/tribal officials. Refer to Chapter 9
for specific requirenments and gui dance. ['968.315(b) and (c) or
' 950. 652(b) and (c)]

4-6. EXECUTI VE SUMMARY. As part of the Conprehensive Plan, the HA
shall prepare the Executive Summary to facilitate review and
conmprehensi on of the other docunents in the Conprehensive Plan by
residents, local/tribal governnent, and the public. For that
reason, it is inportant that the Executive Sunmary be cl ear and
succinct and all ow for easy conpari son anpbng devel opnents so that
persons not intimately famliar with the details may assess the
rel ati ve needs, overall nodernization strategy and funding
priorities of the HA. The Executive Summary shall include the
followi ng itens: ['968315(€e) (1) or '950.652(d)(1)]

A Sunmary of Prelimnary Estimated Costs. The HA shal
compl ete Form HUD- 52831, Executive Summary of Prelimnm nary
Estimated Costs, which sumarizes for each devel opnent in
the HA's inventory which is eligible for CG funding, the
total prelimnary estinmated hard cost (physical inprovenent
cost) to neet the nodernization and energy conservation
standards and to conply with other programrequirenments, the
per unit hard cost, whether the devel opment has |ong-term
physi cal and social viability under paragraph 4-8, and the
percentage of vacant units. The formalso provides for, on
a HA-wi de basis, the total prelinminary estimted cost for
managenent / oper ati ons needs, nondwel ling structures and
equi prent, adnini stration, and other current needs or future
needs within the next five years. A sanple Form HUD
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52831 with instructions is contained in Appendix 4-1.
B. Description of Resident Partnership and Sunmary of Genera

| ssues. The HA shall prepare a specific description of its
process for maxim zing the level of participation by
residents during the devel opnent, inplenentation and

nmoni toring of the Conprehensive Plan. The HA al so shal
prepare a summary of the general issues raised by residents,
| ocal /tribal officials, and others during the public conment
process and the HA's response to those general issues. The
HA is not required to respond to each comment. The HA shal
mai ntain records, such as nminutes of planning neetings or
resi dent surveys, inits files and nmake avail abl e such
records to residents, duly elected resident councils, and
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other interested parties upon request. Refer to Chapter 9
for specific requirenents and gui dance.

PHYSI CAL NEEDS ASSESSMENT. As part of the Conprehensive Pl an,
the HA shall prepare Form HUD- 52832, Physical Needs Assessnent,
for each developnent in its inventory which is eligible for CGP
fundi ng, providing a general description of all unfunded physica
i mprovenments that the HA would need to undertake to bring that
devel opnent including dwelling and nondwel | i ng structures,
dwel I'i ng and nondwel | i ng equi pnent, and site, to a |evel at |east
equal to the nodernization and energy conservation standards and
to conply with other programrequirenents. The HA al so shal
prepare a separate Physical Needs Assessnment for all HA-wide
nondwel | i ng needs and a separate Physical Needs Assessnent for
all planned use of nodernization funds for devel opnment. The HA
shal |l devel op the Physical Needs Assessnent w thout regard to the
availability of funds. ['968.315(e)(2) or '950.652(d)(2)]

A Preparation. The HA is required to carry out a general, not
a detail ed, physical needs survey of each devel opnent,
listing maj or work categories, not every single work item
The HA is encouraged to anal yze its physical needs in |ight
of its past nodernization experience, particularly where
approaches other than straight rehabilitation are required
to ensure long-termviability, and to consult the locality
and residents, including persons with disabilities or
advocacy groups representing persons with disabilities, in
devel oping alternative strategies. However, in preparing
the Physical Needs Assessnent for each devel opnent, the HA
shal | consider the foll ow ng:

1. Reasons for any vacanci es and strategy and work necessary

to return the units to occupi ed status.
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2. Work necessary to ensure long-termviability, such as
conversion fromfamly to elderly, change in bedroom
sizes, partial denolition/disposition to assure the
useful life of the remaining portion of the devel opnent
(e.g., reduce density or create open space), or other
physi cal desi gn changes.

3. Work necessary to conply with Federal requirenents or
State and local/tribal codes, such as elimnation of
asbest os.

4. Repl acenment needs of equi pnent, systens and structura

elements that are likely to be needed within the next
five years, assuming routine and tinely naintenance is
per f or med.

5. Work necessary to nmeet Housing Quality Standards (HQS)
(see subparagraph C).



6. LBP testing and abatenent requirements in accordance
with the LBP Poisoning Prevention Act and HUD
i mpl ementing regul ations at 24 CFR Part 35, as well as
the requirements for professional risk assessnents and
interimcontainnent. HUD strongly recommends that the
HA use the Cuidelines for the Eval uation and Control of
LBP Hazards in Housing published in July 1995, to
assist with the identification of its LBP needs.

7. Work necessary to neet physical accessibility
requirenents relating to substantial and ot her
al terati ons under 24 CFR 8. 23.

8. Physi cal disparities between buildings occupied
predonminantly by mnorities and those by non-minorities
and the physical inprovenents required to correct the
disparities. Note: This does not apply to | HAs
established under tribal law or to | HAs establi shed
under State | aw which have been deternined not to be
subject to Title VI of the Civil R ghts Act of 1964 or
the Fair Housing Act.

9. Nunber of vacant or non- homebuyer-occupi ed Turnkey |1
units that the HA is proposing for substantia
rehabilitation and subsequent sale in accordance with
par agr aph 2-4C.

10. Devel oprent deficiencies which require correction and are
eligible for CG funding in accordance w th paragraph 2-5B
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11. Need for nondwel ling space and equi prent, such as
pl aygrounds, laundry facilities, and day care centers.

Note: Since the CGP is intended to fund physica
i nprovenents of a capital nature, the HA shall address
routi ne and preventive nmai ntenance with operating, not CGP
funds, except as provided in paragraph 2-18.

B. Sources of Information. The HA shall identify on the

Physi cal Needs Assessnent the source(s) of information from
which it derived data to devel op the general description of
needed physical inprovenents. The HA shall retain such
information inits files (1) as supporting docunentation for
the informati on subnitted on the Physical Needs Assessment,
(2) for post-review by the FO residents or conmunity
nenbers, or (3) for submission to the FO upon request.
Sources of information available to the HA in preparing the
Physi cal Needs Assessnent for each devel opnent nmay i ncl ude,
but are not linmted to:

1. Previ ous physical needs assessnents undertaken; e.g., to
prepare for Joint Review under the ClAP



2. HA annual inspection reports of dwelling units;
3. HA mai nt enance records, including work orders;
4, Resi dent conpl ai nt records;

5. HA schedul e for LBP testing and the results of LBP
testing and professional risk assessnents;

6. HA needs assessnent and/or transition plan for physica
accessibility. The HA shall not submt this assessnent
and/or plan to the FO but shall retain themin its
files;

7. Energy audit updates; and

8. Recent HUD review reports, containing reconmendations for
i nprovenents.

Housing Quality Standards (HQS). The HQS does not apply to
| HAS.

1. Section 14(e)(1)(B) of the Act requires a PHA to
provi de an assessnent of inprovenents needed to upgrade
the managenment and operation of the PHA so that decent,
safe and sanitary living conditions will be provided.
Accordingly, the
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Department is using the habitability standard

est abl i shed under the HQS or any equival ent standard
such as local habitability (see '882.109) as a useful,
i nteri mmeasure of PHA progress toward neeting the
nmoder ni zati on and energy conservati on standards.

2. PHA progress towards bringing its units up to the HQS
wi Il be nonitored under the PHVAP.

3. Each physical work item such as replacenent of hot
wat er heaters, which is carried out by the PHA under
the CGP shall conply with the nodernization and energy
conservation standards.

Conpl etion of Assessnent. After the HA has considered the
items in subparagraphs A through C, the HA shall conplete
one Form HUD52832, Physical Needs Assessnent, for each
devel opment and, where appropriate, one formfor HA-wide
nondwel I i ng needs and one form for any planned use of
noder ni zati on funds for developnent. Miltifamly

devel opnments which are contiguous and treated as one

devel opnment for managenent purposes may be grouped together
scattered site units which are treated as one entity for
nmanagenent purposes al so may be grouped together. [|f the HA
has no physical inprovenent needs at a particular
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devel opnent at the time it conpletes the Conprehensive Pl an
and no replacenents are likely to be required within the
next five years, the HA shall provide a statenent to that

ef fect on the Physical Needs Assessnent for that

devel opnent. Such a statenent does not preclude the HA from
anmendi ng the Physical Needs Assessnent at any tinme within
the five-year period if unforeseen needs arise or from

i denti fying new needs which have occurred when the
Assessment is revised every sixth year. Simlarly, if the
HA intends to denolish, partially denolish, convert, or

di spose of a devel opnent (or units within a devel opnent), it
must so indicate. A sanple Form HUD- 52832 with instructions
is contained in Appendi x 4-2.

LONG TERM VI ABI LI TY AND REASONABLE COST ANALYSIS. Section

14(e) (1) (C) of the Act requires an analysis on a devel opnent - by-
devel opnent basis in accordance with standards and criteria
prescri bed by HUD, denobnstrating that conpletion of the
identified physical and nmanagenent inprovenents wll reasonably
ensure the long-term physical and social viability, including
achi eving structural /system soundness and fun occupancy, of each
devel opnent at a reasonable cost. For cost reasonabl eness, the
HA shal | deterni ne whether the unfunded hard costs satisfy the
definition of reasonable cost which is: total unfunded
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hard costs needs for a devel opment do not exceed 90% of the
conmput ed Total Devel opment Cost (TDC) for a new devel opment with
the sane structure type and nunber and size of units in the

mar ket area. Unfunded hard cost needs exclude any prior year
funding for the devel opnent. For each devel opnment, the HA shal

i ndi cate on Form HUD- 52832, Physi cal Needs Assessnent, whet her
the devel opnent has | ong-term physical and social viability.
['968.315(e)(4) or '950.652(d)(4)]

A Determ nation of CGP Hard Cost Limt. \ere the estimated
per unit unfunded hard cost at a devel opnent is equal to or
| ess than the per unit TDC linit for the smallest bedroom
size at that devel opnent for the appropriate structure type,
the HA is not required to conpute the TDC limt for the
entire developnent. |In all other cases, the HA shal
conpute the TDC linit, as follows:

1. Conputation of TDC Limt. To conpute the TDC limt,
the HA shall obtain the nost recently published TDC
figures for the type and size of units that will be in
t he devel opnent after nodernization; i.e., follow ng
any conversion, denolition or other unit changes. The
HA shall not adjust the published TDC figures for
inflation or other reasons. After the HA has conputed
the TDC limit for the devel opnent, the HA shal
multiply that anpbunt by 90%to determ ne the CGP hard
cost limt. The HA shall then conpare the estinated
unfunded hard cost needs of the devel opnment to the CGP



Si ze

of

Bedr oons

O BR
1-BR
2-BR
3-BR

TDC Limt

CGP Hard Cost

Cost

Si ze of
Bedr oons

1-BR
2-BR
3-BR
4- BR
5-BR

TDC Limt

CGP Hard Cost Limt

2.

3.

4.

Aver agi ng Not All owed.

dissimlar types of structures,,
the HA shall

several |owrises,
TDC limt for
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each type of structure.
noder ni zation cost for

The HA shal |
dissiml ar

hard cost limt (90%of the TDC limt). The follow ng
exanple illustrates this conputation for a wal kup
devel opnment in the Northeast:
Nunber of
Units After Uni t Tot al
Mbder ni zati on Cost TDC Cost
20 X $26)250 = $ 525,000
20 X $31,350 = $ 627,000
30 X $34,700 = $1, 041, 000
10 x $41,400 = $ 414,000
$2, 607, 000
limt (90% of TDC) $2, 346, 300

I f the devel opnent contains
such as a nmd-rise with
separately conpute the
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not average the
structures so that the

| ess costly nodernization on one type of structure
di sproportionately carries the nore costly nodernization
on the other type of structure.

Fam |y Hi gh-Ri ses.

To conpute the TDC limt for fanmly

hi ghri ses where there are no published figures for units
multiply the
t wo- bedroom TDC figure for elevator structures for each

with three or

nor e bedroormns,

t he HA shall

addi ti onal bedroom by the factor provided below. The
follow ng exanple illustrates how to calculate the TDC
limt for a 250-unit famly high-rise devel opnent:
Nurber of
Units After Uni t Tot al
Moder ni zat i on Cost TDC
50 X $21, 000 = $1, 050, 000
50 X $25, 000 = $1, 250, 000
50 x(1.20x$25, 000) $30, 000 = $1, 500, 000
50  x(1.39x$25, 000) $34, 750 = $1, 737, 500
50 x(1.48x%$25, 000) $37, 000 = $1, 850, 000
$7, 387, 500
(90% of TDC) $6, 648, 750

Over Si x-Bedroom Units.
units and row dwel | i ngs,

For

det ached or

seni - det ached
the TDC limt for a 7-bedroom
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B

unit is derived by multiplying the 6-bedroom TDC figure
by a factor of 1.03. The TDC for a 8-bedroomunit is
cal culated by nultiplying the 6-bedroom TDC figure by a
factor of 1.05. For exanple:

$60, 250 (6-bedroon) x 1.03 = $62,058 (7-bedroom

$60, 250 (6-bedroom) x 1.05 = $63, 263 (8- bedroomn

5. Scattered Site Units. The HA shall calculate the TDC
l[imt for the entire scattered site devel opnment.
However, before actually expendi ng funds on other than
energency work for an individual scattered site unit, the
HA shal | determni ne whether the unfunded hard cost needs
for the individual unit exceed 90% of the TDC limt; if
so, refer to subparagraph C

4-9

At or Below the 90% Linmit. Were the prelimnary estimate of
unfunded hard cost needs for a devel opment is 90% or |ess of
the TDC limit, no further action is required unless the HA
determ nes that the devel opnent does not have | ong-term socia
and physical viability, despite its reasonable cost. The HA
shal |l not subnit evidence of computation of the TDC linit as
part of its Conprehensive Plan, but shall retain such evidence
for each developnent inits files (1) as supporting
docunentation for the information submtted on Form HUD- 52832,
Physi cal Needs Assessnent, (2) for post-review by the FO or
(3) for submission to the FO upon request.

Exceedi ng the 90% Li mi t

1. HA Request. Except for energencies and essentia
nonrouti ne mai ntenance necessary to nmaintain
habitability, the HA shall not expend any CGP funds on a
devel opnment, unl ess the HA has requested, and HUD has
approved the request to exceed 90% of the TDC limt.
Where the HA wishes to fund such a devel opnent, the HA
shal |l subnit, as part of the Conprehensive Plan, a
written justification, including the follow ng
i nformati on:

a. Estimated hard cost by devel opnment account and work
item
b. Expl anati on of any special or unusual physica

conditions at the devel opnent, including site and
nondwel | i ng structures, such as LBP abatenment or
physi cal accessibility needs;

C. Justification for all work as necessary to neet the
noder ni zati on and energy conservation standards,
and to devel op a nobdest, non-|uxury devel opnent
that provides for efficient design, durability,



energy conservation, safety, security, econonica
mai nt enance, and healthy fanmly life in a
nei ghbor hood environnent;

d. Description of efforts nmade to reduce costs;

e. Expl anation of why rehabilitation of the existing
devel opnment is nore cost-effective in the long-term
than construction or acquisition of replacenent
housi ng;
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f. If applicable, explanation of why the HA has no
practical |lowinconme housing alternative; and

g. Al'ternative HA strategies which the HA consi dered,
such as:

(1) Changes in its occupancy policy;

(2) Partial denolition of selected buildings to
reduce density or create open space;

(3) Revision to rehabilitation approach to reduce
costs and nmaeke the devel opnent feasible to
noderni ze at a reasonabl e cost;

(4) Reconfiguration of unit sizes to accomvpdate
the applicants on the waiting list or for
ot her reasons; and

5) Desi gn changes to enhance devel oprent
security.

Timng of HA Request. |If the HA plans to include the
devel opnment in the Five-Year Action Plan or Annua
Statement for expenditure of funds for other than
energencies, the HA shall submit its request to exceed
90% of the TDC limt as part of the Annual Submission in
Chapter 6.

Criteria for HUD Revi ew and Approval of HA Request. HUD
review and approval criteria are:

a. HA has provi ded conpl ete and accurate information
as required by subparagraph C1; and

b. HA has adequately expl ai ned any special or unusua
conditions, justified all work as necessary to neet
the nmoderni zati on and energy conservation standards
and provide a nodest, non-luxury devel opnent,
provi ded reasonabl e cost estimates, and nade every
effort to reduce costs; and
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c. Rehabilitation of the existing devel opnent is nore
costeffective in the long-termthan construction or
acqui sition of replacenent housing; or

d. There are no practical alternatives for repl acenment
housi ng.
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4, FO Action on HA Request. The FO has di sapprova
authority, but not approval authority. After review of
the HA request against the criteria set forth in
subpar agraph C3 and conduct of any on-site review, as
necessary, the FO shall take one of the follow ng steps
wi thin 30 cal endar days of receipt of the HA's request:

a. Where the FO determi nes that the HA request does
not neet the approval criteria in subparagraph C3,
the FO shall disapprove the request to exceed 90%
of the TDC linmit. The FO shall notify the HA in
witing and explain the reasons for disapproval; or

b. Where the FO determ nes that the HA request does
meet the approval criteria in subparagraph C3, the
FO shall subnmit its reconmendation for approval to
Headquarters for review and final action

MANAGEMENT NEEDS ASSESSMENT. As part of the Conprehensive Plan, the
HA shal |l prepare Form HUD- 52833, Managenent Needs Assessnent,
identifying all inprovenments (including those with no cost) needed
to upgrade the managenent and operation of the HA and of each

vi abl e devel opnent so that decent, safe and sanitary |iving
conditions will be provided. The Managenent Needs Assessnent shal
i nclude the mandatory inprovenents in subparagraph B and may

i nclude the optional inprovenents in subparagraph C. The HA shal
devel op the Managenent Needs Assessnment without regard to the
availability of funds. However, many nmanagenent i nprovenments may
be made at no cost. A sanple Form HUD- 52833 with instructions is
contained in Appendi x 4-3. ['968.315(e)(3) or '950.652(d)(3)]

A

Determ nati on of Needs. HAs are cautioned that the

i dentification of managenent inprovenents nmay be difficult in
that the obvious inprovenent nmay not be the inprovenment needed
to correct the deficiency. For exanple, the HA nay attribute
the | arge nunber of vacancies, identified under the PHVAP, to
a lack of nodernization funding. However, closer exam nation
may reveal that the vacancies al so are caused by a | ack of
coordi nati on between mai ntenance and occupancy staff. The HA
shall attenpt to identify the root cause(s) of the problem so
that appropriate inprovenents nay be identified.

Mandat ory | nprovenents. The Managenment Needs Assessnent shal
identify the nbst current needs related to the nandatory areas
listed below, indicate the relative urgency of need, and
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estimate the cost, if any. To the extent that any of these
needs are addressed in an existing HUD approved Menorandum of
Agreenent (MOA) or Inprovenent Plan (IP) for PHAs or
Managenent | nprovenent Plan (MP) for the HA may sinply
include a cross-reference to that docunent.

1

The managenent, financial, and accounting control systens
of the HA

The adequacy and qualifications of personnel enployed by
the HA in the managenent and operation of its

devel opnments, for each significant category of

enpl oynent ;

The adequacy and efficacy of resident prograns and
services, resident and devel opnent security, resident

sel ection and eviction, occupancy, maintenance, resident
managenment and resi dent capacity-buil ding prograrns,

resi dent opportunities for enploynent and busi ness

devel opnment and ot her self-sufficiency opportunities for
resi dents, and homeownership opportunities for residents;

Open audit findings; and
For PHAS:

a. managenment deficiencies identified in an existing
HUD- approved MOA or | P based on the PHVAP. Note
Under PHVAP, a managenent deficiency exists where
the PHA received a grade of "F" on any indicator or
received a grade of "D' or "E" on any indicator and
was required by the FOto have an MOA or | P

b. managenent deficiencies identified under the PHVAP
(after HUD determ nation of any PHA appeal of
scores), but for which the PHA has not yet
submitted to HUD the required MOA or |IP; in such
case, the PHA may identify subm ssion to HUD of the
MOA or | P which neets the PHVAP requirenments, as an
i nprovenent activity; and

C. managenment deficiencies not identified under the
PHVAP but through HUD nonitoring.

For | HAs, managenent deficiencies under '950. 135,
regardl ess of whether there is an MP, or identified
t hrough HUD

4-13

nonitoring and the Ri sk Assessnent and Determ nation



for Allocation of Resources (RADAR).

C. Optional Inprovenments. The Managenent Needs Assessment may
identify, at the HA's option, any other nanagenment and
operations needs which the HA wants to address at either the
HA-w de or devel opnent level, with the relative urgency of
need indicated. These may include inprovenents identified
t hr ough:

1. HA sel f-assessnment, such as its adm nistration of equa
opportunity requirenments; or

2. PHVAP for PHAS, RADAR for |HAS, or in other ways not
addressed i n subparagraph B, where the HA w shes to
attain a higher |evel of performance. For exanple,
under the PHVAP the grade of "C is considered to be a
satisfactory level of performance for a graded
indicator. Were the PHA received a grade of "D' or
"E" on an indicator, but was not required by the FOto
have an MOA or an I P, the PHA may el ect to address the
i mprovenent of its performance under the indicator
This al so applies where the PHA received a grade of "B"
or "C' on an indicator, but wishes to inprove its
performance, maxim ze its efficiency or reduce costs.

D. Cost Estimates. The Managenent Needs Assessnent shal
include a prelimnary cost estimate for each identified need
and a grand total.

E. Sources of Information. The HA shall identify on the
Managenment Needs Assessnment the source(s) of information
fromwhich it derived data to devel op the genera
descri pti on of nanagenent/operations needs. The HA shal
retain such information in its files (1) as supporting
docunentation for the information submitted on the
Managenment Needs Assessnent, (2) for post-review by the FQ
resi dents or community nenbers, or (3) for submission to the
FO upon request.

Note: |If there are no current nanagenent needs and the HA does
not anticipate any needs within the next five years, the HA shal
provide a statenent to that effect on the Managenment Needs
Assessnent. Such a statenent does not preclude the HA from
anendi ng t he Managenent Needs Assessnent at any time within the
five-year period if unforeseen needs arise or fromidentifying
new needs whi ch have occurred when the Assessnent is revised
every sixth year.
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4-10. FI VE- YEAR ACTI ON PLAN. ['968.315(e)(5) or '950.652(d)(5)]
A General. As part of the Conprehensive Plan, the HA shal

prepare Form HUD- 52834, Five-Year Action Plan, to carry out
the i nprovenents and replacenents identified in paragraphs
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4-7 and 4-9. The first year of the five-year period is
covered by the Annual Statenment. Years two through five are
covered by the Five-Year Action Plan. A sanple Form HUD- 52834
with instructions is contained in Appendi x 4-4.

Rolling Base. Wiile it is expected that sone HAs will be
able to address all of their current backl og needs in the
initial five-year period, many HAs will need a |onger tine
period in which to do so. For this reason and because al
HAs will continue to accrue additional nodernization needs
each year, the Five-Year Action Plan has a rolling base. A
rolling base neans that the Five-Year Action Plan nust be
annual |y updated to elim nate the previous year and add an
additional fifth year so that it always covers the present
five-year period, be with the current year

Fundi ng Estimates. |n devel oping the Five-Year Action Plan
the HA shall assume that the current year fornula anpunt
will be available in each year of years two through five,
plus the HA's estimate of the funds that will be avail able
fromother private and public sources, such as State and
local /tribal government funds, operating funds, Conmunity
Devel opment Bl ock Grant funds, unobligated Cl AP funds being
reprogranmed for CGP purposes, etc. Al work specified in
the Five-Year Action Plan is contingent upon the

avail ability of funds.

Setting Priorities. The HA shall consider the urgency of
need assigned to work on the Physical Needs Assessnent. In
addition, the HA shall give priority to activities required
to:

1. correct energency conditions, as defined in paragraph
1-6; and
2. neet statutory or other legally mandated requirenents,

such as conpliance with a court-order or voluntary
conpl i ance agreenent.

Note: In setting priorities, the HA is responsible for
determ ni ng the appropriate sequenci ng and coordi nati on of
work to maximize dollars and avoid waste.
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Annual Revision. The HA shall maintain a current Five- Year
Action Plan by annually amending its Action Plan, in
conjunction with the Annual Submni ssion (see Chapter 6).

4-11. LOCAL GOVERNMENT STATEMENT. As part of the Conprehensive Plan, and
wi th each Annual Subni ssion, the HA shall obtain a signature on
Form HUD- 52835, Local Governnent Statenent, from each
jurisdiction in which HA devel opments covered by the
Conprehensive Plan are |ocated. For |IHAs established pursuant to
tribal ordinance, the IHA shall obtain a statement from each



tri be pursuant to whose ordi nance the | HA was established or in
whose jurisdiction its area of operation extends. For |HAs
establ i shed pursuant to State law, the IHA shall obtain a
statement fromeach tribe that petitioned for the creation and
t he devel opnent of the IHA or that participates in or is
responsi ble for the devel opnment of policy and oversi ght of the
| HA.  For Al aska I HAs, consult HUD Counsel. A sanple Form HUD 52835
is contained in Appendix 4-5. Form HUD-52835 is signed by

the chief executive officer (CEQ or |Indian governing triba
official, as defined in paragraph 1-6, of the unit of genera

| ocal government or Indian tribe. ['968.315(e)(6) or

' 950. 652(d) (6)]

A Certification. The Local Governnent Statenent certifies
t hat :

1. The HA devel oped t he Conprehensive Pl an/ Annua
Statenment in consultation with [ocal governnent
officials/Indian tribal officials and with residents of
the devel opnents covered by the Conprehensive
Pl an/ Annual Statenent, in accordance with the
requi renents of the CGP

2. The Conprehensive Pl an/ Annual Statenent is consistent
wit h:
a. For PHAS, the unit of general |ocal governnent's

assessnent of its |owinconme housing needs (as
evi denced by its Consolidated Plan under 24 CFR
Part 91, if applicable), and that the unit of
general | ocal government will cooperate in

provi ding resident prograns and services; or

b. For | HAs, the appropriate governing body's
assessnent of its | owincone housing needs and
that the appropriate governing body will cooperate
in providing resident prograns and services.

3. The HA' s proposed drug and crine elimnation activities
are coordinated with and supportive of |ocal strategies
and
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nei ghbor hood i nprovenent prograns, if applicable.

Under the Cooperation Agreement, the local/triba
governnent is providing public services and facilities
of the same character and to the same extent to Public
and | ndi an housing as are furnished to other dwellings
and residents of the locality. Where additional on-duty
police are being funded under the CGP, such police
will only provide additional security and protective
servi ces over and above those for which the

| ocal /tribal government is contractually obligated to
provi de under the Cooperation Agreenent.
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4-12.

Consol idated Plan (Not Applicable to IHAs). The
Consolidated Plan requires a description of the nunber of
public housing units in the jurisdiction, their physica
condition, and the restoration and revitalization needs of
the public housing devel opnments within the jurisdiction. In
addition, the Consolidated Plan requires the strategy of the
PHA and the jurisdiction for inproving the nanagenment and
operation of public housing devel opnments and the |iving
environnents of low and very lowincome fam lies residing
in public housing. Since the Consolidated Pl an,includes
substantial information about public housing nodernization
needs, it is reconmmended that the PHA and | ocal government
work closely together to identify and plan for those needs.
A sinple way to coordinate the Consolidated Plan and the CGP
Comprehensive Plan after the first year is for the

Consol idated Plan to be anended to cross-reference the
Reapproved CGP Conprehensive Pl an

Use of Advisory Goup. 1In the case of the HA with

devel opments in nmore than one jurisdiction, the HA nmay
submit to the FO wth the Conprehensive Plan or Annua
Subni ssi on, Form HUD- 52835 si gned by an advi sory group
representative of the participating jurisdictions in |ieu of
Form HUD- 52835 from the CEO of each participating
jurisdiction. In such case, the CEO of each jurisdiction
participating in the advisory group shall state in a witten
letter to the advisory group that the certifications set
forth in Form HUD- 52835 are true for its jurisdiction
Therefore, the advisory group is only for administrative
conveni ence and not a means to circunvent |ocal/triba
governnent certifications.

Inability to Obtain Form HUD-52835. Were the HA is unable
to obtain a signed Form HUD- 52835 fromcertain
jurisdictions, the HA shall subnmit to the FO wth the
Conpr ehensive Plan or Annual Subnission, a statement that
the HA will not expend any funds fromthe annual grant in
the identified jurisdictions and that the HA consulted with
the local/tribal government officials and residents of the
devel opments in such jurisdictions regarding the

Conpr ehensive Plan or Annual Submi ssion
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HA BOARD RESCLUTI ON. As part of the Conprehensive Plan, and
wi th each Annual Subni ssion, the HA shall submit to the FO
For m HUD- 52836, HA Board Resol uti on Approvi ng Conprehensive
Pl an or Annual Statenment. Form HUD 52836 approves the
Conprehensive Plan or Annual Statenent or any anendrments and
certifies that the HA has conplied or will conply with HUD
requi rements. \Where the HA is an agency of the I oca
governnent and has no | egally responsi bl e Board, the mayor
or |l egal designee shall sign the Resolution. A sanple Form
HUD- 52836 is contained in Appendix 4-6. ['968.315(e)(7) and



' 950. 652(d) (7)]

4-13. USE OF UNOBLI GATED Cl AP FUNDS FOR CGP PURPOSES. HAs have
the flexibility to use previously approved, but unobligated
Cl AP funds for the approved CIAP work itens or for different
work itens which are consistent with the HA's Physical and
Managenent Needs Assessnents and Five-Year Action Plan under
the CGP. [Sec. 14 (0)]; ['968.101(c) or '950.600(c)]

A HA Submi ssion. |If the HA elects to use any previously
approved, but unobligated Cl AP funds for work items under the
CG&, the HA shall submt the following itens to the FOw th
the initial subnission of the Conprehensive Plan or at any
subsequent ti ne:

1. Revi sed Forns HUD- 52825 (Cl AP Budget), with brief
narrative explanations of the proposed revisions;

2. Evi dence of consultation with the residents of the
devel opments affected by the revisions. Note: The CGP
advance neeting and public hearing requirements do not
appl y; and

3. HA Board Resol ution approving the proposed revisions to
the Cl AP Budget (s).

B. FO Review. The FO shall review the proposed budget
revisions in accordance with the following criteria.

1. The HA has subnitted all required material under
subpar agr aph A;

2. The proposed work itens are eligible nodernization
costs; and
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3. The proposed nmanagenent and physical inprovenents are
set forth in the Physical and/or Managenment Needs
Assessnents and the Five-Year Action Plan.

C. FO Action

1. Approval . \Were the proposed budget revisions neet the
criteria in subparagraph B, the FO shall approve the
revisions and notify the HA of approval within 75
cal endar days of receipt of the Conprehensive Plan in
accordance with the procedures in paragraph 5-5 or
where subnmitted after Conprehensive Plan approval,
within 21 cal endar days of receipt. Were approval
results in adding or deleting devel opnments fromthe
original Cl AP Budget, an ACC anendnment is required for
Cl AP Budget s approved before 1993.

2. Di sapproval . Were the proposed budget revisions do



not neet the criteria in subparagraph B, the FO shal

di sapprove the revisions and notify the HA of

di sapproval , including the reasons, within 75 cal endar
days of receipt of the Conprehensive Plan in accordance
with the procedures in paragraph 5-5 or, where
submitted after Conprehensive Plan approval, within 21
cal endar days of receipt.

4-14. AVENDVENTS TO COVWPREHENSI VE PLAN. The HA shall subnit amendnents
to the Conprehensive Plan to the FO for review and approval as
required below [Sec. 14(e)(3)(B)]; ['968315(f) or '950.652(e)]

A
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Annual ly. The HA shall subnit an annual update of the Five-
Year Action Plan, elimnating the previous year and adding
an additional fifth year, as part of the Annual Subm ssion
The annual update of the Five-Year Action Plan is required
even when all remaining needs and antici pated repl acenents
will be funded during the five-year period or even where
there are no current or anticipated needs. |n such cases,
the HA shall indicate the anbunt of the annual grant which
will be placed into the replacenent reserve (see paragraph
2-7). See paragraph 6-5 for the Annual Subm ssion
requirenents.

As Needed. The HA shall revise its Physical or Managenent
Needs Assessnments whenever it wi shes to carry out activities
inits Five-Year Action Plan or Annual Statement that are
not reflected in its current needs assessments, except in
the case of energencies. Also, when the needs assessnents
have substantially changed, the HA may subnit an anendnent
to its needs assessments.
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The HA may subnit anmendnents and a Board Resol ution
approving the anmendnents at the tine of the next Annua
Submi ssion or at any other tinme during the year. Exanples
of revisions include:

1. A revised Form HUD- 52832, Physi cal Needs Assessnent,
for any devel opnent whose physical needs have
significantly changed since the | ast needs assessnent
was undertaken, and now need to be reflected in the
Fi ve- Year Action Pl an, excluding changes occurring
because of work previously funded and conpl et ed under
the CIAP or the CGP or with other funding sources.
Changed needs may be due to such factors as the need
for partial demplition in lieu of total rehabilitation
a redetermnation of long-termviability, HUD
di sapproval of the HA's request to exceed 90% of TDC
the results of LBP testing, or accelerated
deterioration of the property.

2. A revised Form HUD- 52833, Managenent Needs Assessnent,
wher e t he managenent needs have significantly changed



since the | ast needs assessnent was undertaken, and now
need to be reflected in the Five-Year Action Plan

excl udi ng changes occurring because of work previously
funded and conpl eted under the CIAP or the CGP or with
ot her funding sources. Changed needs nay be due to
such factors as a revised assessment of managenent
performance, resulting in a new or revised MOA or |IP
for PHAs or M P for IHAs, audit or other nonitoring
findings, or an HA sel f-assessment.

Every Six Years. To ensure that the HA's needs assessnents
remai n reasonably current, the HA shall submt a conplete
revi sion of its Conprehensive Plan every sixth year fromthe
initial year of participation. The revision shall reflect
the del etion of physical and nanagenent needs al ready funded
and the addition of any new needs which have occurred since
the | ast update, including any replacenents likely to be
needed during the second five-year period. The HA shal
submit the following revisions, with the Annual Statenent,
in the sixth year:

1. Executive Summary, under paragraph 4-6;

2. For m HUD- 52832, Physi cal Needs Assessnent, for each
devel opnment under paragraph 4-7;
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3. For m HUD- 52833, Managenent Needs Assessnent, under
par agr aph 4-9;

4, For m HUD- 52834, Five-Year Action Plan, under paragraph
4-10;

5. Form HUD- 52835, Local Governnent Statenent under
paragraph 4-11; and

6. For m HUD- 52836, PHA/ | HA Board Resol uti on Approving
Conpr ehensi ve Pl an or Annual Statenent, under paragraph
4-12.

FO Review and Action. The FO shall review and act on the
amendnments in accordance with Chapter 5.

4-21
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CHAPTER 5. HUD RESPONSI BI LI TY: REVI EW AND ACTI ON
ON COVPREHENSI VE PLAN

5-1. OBJECTIVE. The objective of this Chapter is to set forth the
prerequisite for receiving CG assistance and the criteria for
HUD acceptance of the Conprehensive Plan for review and for HUD
review and action on the Plan and any anendnments. [ Sec.
14(e) (2)(A) and (B)]

5-2. PREREQUI SI TE FOR RECEI VI NG ASSI STANCE. [’ 968315(g) or
' 950. 652(f) ]

A

Except for emergency work, as defined in paragraph 1-6, and
for nodernization needs resulting fromnatural and other

di sasters under paragraph 3-8, no financial assistance nay
be made avail abl e under the CGP unl ess HUD has approved a
Conprehensive Plan submitted by the HA which neets the
requi renents of Chapter 4.

The HA that fails to obtain approval of its Conprehensive
Plan by the end of the FFY (or fails to submit its
Conprehensive Plan by July 15 because there will be
insufficient tine for HUD review) shall have its fornula

all ocation for that year (less any fornula amunts provided
to the HA for energencies) carried over and added to the
subsequent FFY's appropriation of funds for CGP grants. HUD
then shall allocate such funds to all CGP agencies in
accordance with the fornula under Chapter 3 in the
subsequent FFY. If the HA obtains approval of its
Conprehensive Plan in the next FFY, the HA shall receive its
formula allocation for that FFY but not for the previous
FFY. The HA that chooses not to participate in the CG in
any FFY may choose to participate in the CGP in a subsequent
FFY wi t hout adverse consequences.

5-3. HUD ACCEPTANCE FOR REVIEW ['968.320(a) or '950.654(a)]

A
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HUD Det erninati on. Upon recei pt of the Conprehensive Pl an
the FO shall conduct a conpl eteness review to determ ne
whet her:

1. The Conprehensive Plan contains each of the required
conponents specified in paragraph 4-4. (See Appendi x 5-1,
HUD Revi ew Checklist for Conprehensive Plan); and

2. Where applicable, the HA has subnitted any additiona
i nformati on or assurances required as a result of HUD
nmonitoring, findings of inadequate HA perfornmance,
audi t

5-1

audit findings, civil rights conpliance findings, or



corrective action orders

Acceptance for Review. |If the HA has subnmitted a conplete
Conpr ehensi ve Pl an under subparagraph A, the FO shall accept
the Conprehensive Plan for review within 14 cal endar days of
its receipt in the FO as evidenced by a date stanmp. The FO
shall notify the HA in witing that its Conprehensive Plan
has been accepted for review and that the 75-day review
period is proceeding (i.e., 14 cal endar days for acceptance
for review plus 61 cal endar days for substantive review).

Time Period for Review. A Conprehensive Plan that is
accepted by the FO for review, shall be considered to be
approved unless the FO notifies the HA in witing,

post marked wi thin 75 cal endar days of the date of HUD s
recei pt of the Conprehensive Plan for review, that the Plan
i s disapproved. The FO shall not disapprove a Conprehensive
Plan on the basis that it cannot conplete its review within
the 75-day deadline.

Consul tation with HA during Review Period. Although HAs are
responsi ble for submtting approvabl e Conprehensive Pl ans,
the Departnment believes that it is in the best interest of
the CGP to work cooperatively with HAs to naxi m ze approva
of the Conprehensive Plans. Therefore, the FO shal

conmuni cate informally with the HA during the review period
to obtain clarification of data or information or to request
corrections, such as for ineligible work itens, mathenatica
errors, or other itens which may result in disapproval

Such consultation is pernitted under the Reform Act since it
will not affect the anpbunt of the HA's fornul a- based grant.
Not wi t hst andi ng any informal consultations, if the FO
determ nes that the HA's Conprehensive Plan neets the
statutory/regulatory criteria for disapproval, the FOis
responsi bl e for disapproving the Plan within the 75-day
revi ew peri od.

Rejection of Plan for Review. If the HA has subnitted a
Compr ehensive Plan, which is not conplete under subparagraph
A, the FO shall notify the HAin witing within 14 cal endar
days of its receipt that the Conprehensive Plan has been
rejected for review and that the review cl ock has been
stopped. The FO shall indicate all the reasons for
rejection, the nodifications required to qualify the
Conprehensive Plan for HUD review, and the deadline for
recei pt of any nodifications so that a subsequent HUD revi ew
may be conpl eted by the end of the FFY (Septenber 30).
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1. The FO shall establish the deadline for resubm ssion no
| ater than 75 cal endar days before the end of the FFY
or July 15 since no substantive review of the Plan was
conducted. If the HA resubnmits before July 15, a new
75-day review period begins upon receipt of the



resubm ssi on.

2. It is advantageous for the HA to resubnmit quickly in
order to obtain its annual grant funds as early as
possi ble in the FFY.

3. If the HA resubnits after July 15, the FO has the
di scretion to reject the Conprehensive Plan for review
in that FFY on the basis that there is insufficient
time for HUD review.

5-4. HUD REVIEW CRITERIA. Under the CGP, the HA, in consultation with
residents and local/tribal governnment, is responsible for
devel opnent of the Conprehensive Plan which identifies all work
required to bring its units up to the noderni zation and energy
conservation standards, addresses all nanagenent deficiencies,
and establishes nodernization strategies and funding priorities.
The CGP differs fromthe CIAP in that HUD is not responsible for
det ermi ni ng noderni zati on strategi es and funding priorities.
Therefore, the FO shall approve the Conprehensive Pl an except
where it makes a deternmination in accordance with one or nore of
the following statutory/regulatory criteria. Although exanples
of situations which are and are not a basis for disapproval are
provided, it is not possible to provide an all-inclusive |ist.
VWere the FO determ nes that the Conprehensive Plan neets the
followi ng statutory/regulatory criteria for disapproval, the FO
must present objective and docunented data to support its
position. During the review period, FO Public/Indian Housing
(PIH) staff shall consult with Fair Housing and Equal Opportunity
(FHEO) staff regarding whether there are any civil rights
conpliance issues. PIH shall use the HUD Revi ew Checklist for
Conpr ehensi ve Pl an, contained in Appendix 5-1, and include the
conpl eted Checklist in each HA's file. ['968.320(b)(2) or
' 950. 654(b) (2)]

A Conprehensive Plan is Inconplete in Significant Matters.
The FO deternines that the HA has failed to include al
required informati on or docunentation in its Conprehensive
Plan to the degree that the Plan is substantially inconplete
in significant matters and does not reflect the true needs
of the HA

Exanpl e: The HA has not conpleted a Physical Needs
Assessnent for one of its 20 devel opnents or has conpl et ed
the Physical Needs Assessnent for each devel opnent, but has
omitted substantial information on several Assessnments, as
docunented by HUD nonitoring reviews or audits. This is a
basi s for disapproval
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Exanple: The HA has failed to check the boxes related to
occupancy and structure type on 3 of 20 of its Physica

Needs Assessnents. Since these oni ssions do not
substantially affect the conpl eteness of the Conprehensive



Plan, this is not a basis for disapproval

Identified Needs are Plainly Inconsistent with Facts and
Data. On the basis of available significant facts and data
pertaining to the physical and operational condition of the
HA' s devel opnents or the nanagenent and operations of the
HA, the FO determines that the HA's identification of
noderni zati on needs (see paragraphs 4-7 and 4-9) is plainly
i nconsi stent with such facts and data. The FO shall take
into account facts and data, such as those derived from
recent HUD nonitoring, audits, and resident coments, and
shal | di sapprove a Conprehensive Plan based on such findings
as:

1. I dentified physical inprovenents and repl acenments are
i nadequate. The conpletion of the identified physica
i nprovenents and replacenents will not bring all of the
HA' s devel opnents to a level at |east equal to the
noder ni zati on and energy conservation standards.

Exanmpl e: A HUD nonitoring review has docunented maj or
physi cal deficiencies at various devel opments. The HA
has not denonstrated that it will correct these
deficiencies up to the nodernization standards on the
Physi cal Needs Assessnents for those devel oprments.
Since there is a pattern of inconplete identification
of physical needs, this is a basis for disapproval.

Exanple: A HUD nonitoring review has docunented t he
need for electrical upgrade at one devel opnent. The HA
has not included this need on the Physical Needs
Assessnment for that devel opment. Since this one

om ssion does not indicate a pattern of inconplete
identification of physical needs, this is not a basis
for di sapproval unless the HA includes the electrica
work in the Five-Year Action Plan. Al work included
on the Five-Year Action Plan nmust be reflected on the
Physi cal Needs Assessnents.

2. I dentified nanagenent inprovenments are inadequate. The
i dentified managenent and operations inprovenent needs
do not address all of the HA's nandatory inprovenent
areas or the conpletion of those inprovenents will not
result in an acceptable | evel of managemnent
performance, as set forth in paragraph 4-9B
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Exanpl e:  HUD nonitoring reviews and i ndependent audits
have docunented that the HA's financial and accounting
control systens have major deficiencies. The HA has
submitted the Managenent Needs Assessnent wi t hout
addressing these deficiencies. Since correction of
deficiencies in financial and accounting contro

systens is a nandatory managenent inprovenent, this is



a basis for disapproval

Exanple: The HA has identified rent collection as a
serious problemand a nmj or managenent i nprovenent
need, but has proposed correcting the deficiency by
sending a letter to each resident in arrears. The HA
tried this approach several years ago w thout any
success. The FOw Il not generally question the HA's
proposed action for correcting nanagenment defi ciencies.
However, where docunentation exists in regard to this
HA that the proposed corrective action was tried

previ ously, was unsuccessful in correcting the
deficiency, and, therefore, is nowinsufficient this is
a basis for disapproval. It is anticipated that

di sapproval on this basis will be rare.

3. Proposed physi cal and managenent inprovenents fail to
address identified needs. The proposed physical and
managenent i nprovenents in the Five-Year Action Plan
are not related to the identified needs in the needs
assessnent portions of the Conprehensive Plan

Exanpl e:  The HA has included a heating pl ant
renovation in the Five-Year Action Plan, but not in the
Physi cal Needs Assessnent for that devel opnent. This
is a basis for disapproval

C. Action Plan is Plainly |Inappropriate to Meeting ldentified
Needs. On the basis of the Conprehensive Plan, the FO
determ nes that the Five-Year Action Plan (see paragraph 4-10)
is plainly inappropriate to neet the needs identified in
t he Comprehensive Plan; e.g., the proposed work itemwill
not correct the need identified in the needs assessnment. In
maki ng this determnation, the FO shall take into account
the availability of funds and whether the Five-Year Action
Plan fails to address or give appropriate priority to work
items, as set forth in paragraph 4-10D, that are needed to
correct energency conditions or to nmeet statutory or other
| egal |y mandat ed requirenents (excluding |ocal codes), as
identified by the HA in its Conprehensive Plan. O herw se,
the FOw Il not generally
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question the HA's priorities for addressing needs or
devel opment s.

Exanpl e: A devel opment with three-story wal k-up units has a
significant nunber of hard to narket one-bedroomunits, but
a large denmand for fam|ly-size units. The FO strongly
advocates the conversion of these units to |larger size
bedroonms. The HA does not agree and has not adopted a
conversion strategy for the one-bedroomunits. This is not
a basis for disapproval since it is the HA's prerogative to
devel op a strategy to successfully market the one-bedroom



units. Although the FO nay suggest strategies, it is
expected that the FOw Il defer to local judgerment. if the
HA carries out the strategies in its approved Five-Year
Action Plan, the FOw Il not issue a notice of deficiency or
corrective action order on this issue. However, if the one-
bedr oom vacanci es result in an unacceptable | evel of
performance under PHVAP t he FO shall deal with the

defici ency under PHVAP procedures. (see Chapter 12).

Exanple: A recent HUD nonitoring review has document ed
extensive roof problens at a particular devel opnent, which
will result in emergency conditions within the next severa
years. Al though roof replacenent is listed on the Physica
Needs Assessnent for the devel opnent, the roof work does not
appear on the Five-Year Action Plan. This is a basis for

di sapproval because the FO can substantiate that an
energency will occur unless the roof work is perforned
within the next five years.

Exampl e: The HA has failed a PHVAP indicator and its

| mprovenent Plan (IP) indicates that CG? funds will be

needed in year two to correct the deficiencies. The Five-Year
Action Plan does not include this managenent

i mprovenment until year five and the HA has not requested a
revision toits IP. This is a basis for disapproval.

| nadeQuat e Denponstration of Long-Term Viability at
Reasonabl e Cost. The FO determines that the HA has failed to
denonstrate that conpletion of the inprovenents and

repl acements identified in the Conprehensive Plan, as

requi red by paragraphs 4-7 and 4-9, will reasonably ensure
the long-termviability at a reasonable cost of one or nore
devel opnents, as required by paragraph 4-8. In nobst cases,

HUD intends to accept the HA's viability determ nations

wi t hout doing its own independent determinations. This is
because residents and other interested parties will have an
opportunity to express their concerns about the HA' s
viability determ nations at the required public hearing.
However, in exceptional cases, where HUD believes that the
HA has failed to denpnstrate long-termviability at a
reasonabl e cost for a devel opnent, the FO shall disapprove
t he Conprehensive Pl an.
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Exanmpl e: A devel opnent with a high vacancy rate has
unfunded hard costs estimated at 85% of conputed Tota

Devel opnent Cost (TDC). The HA has stated that the

devel opnment has long-termviability and will be fully
occupi ed at the conpletion of the nodernization work. It is
a large fanmly devel opnent in a high crime, deteriorated,

i mpact ed nei ghborhood with high concentrations of subsidized
housing. The HA nekes a reasonabl e case that socia
viability problens will be overcone through substantia
rehabilitation of the developnment in its current
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configuration. Although the FO doubts that [ong-term
viability may be achi eved without partial denplition to
reduce density, the FOw Il not substitute its judgenent for
that of the HA. This is not a basis for disapproval.

Exampl e: A devel opnment with a high vacancy rate has
unfunded hard costs estinmated to exceed 90% of conputed TDC.
The HA has subnmitted its request to exceed 90% of TDC and
has stated that the devel opment has long-termviability and
will be fully occupied at the conpletion of the
noder ni zation work. It is a large fam |y devel opnment in a
high crime, deteriorated, inpacted nei ghborhood with high
concentrations of subsidized housing. The HA does not make
a reasonabl e case that social viability problems will be
overcomne through substantial rehabilitation of the

devel opnent in its current configuration. The HA previously
recei ved funds for the conprehensive nodernization of the
devel opnent, which was conpleted in 1987. Since then, the
devel opnent has deteriorated again to the point where

substantial rehabilitation is required. In such case, the
FO has hard evidence that a refunding of this devel opnent in
its current configuration will not result in long-term

viability. This is a basis for disapproval

Contradiction of Local Governnment Statenment or HA Board
Resol ution. The FO has evi dence which tends to chall enge,
in a substantial nanner, the Local CGovernnent Statenment or
the HA Board Resol ution, as required by paragraphs 4-11 and
4-12. Such evidence nmay incl ude:

Exanpl e:  HUD has evidence that the HA failed to conduct an
advance neeting for resident groups, but did conduct a
public hearing. Since the advance neeting requirenent is a
substantive requirenent to ensure adequate opportunity for
resident participation, this is a basis for disapproval.

HUD ACTION. After FO review of the entire Conprehensive Pl an
i ncludi ng the Five-Year Action Plan, in accordance wi th paragraph

the FO shall notify the HAin witing of approval or

di sapproval, as follows:
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Approval . ['968.320(c) or '950.654(c)]

1. VWere the FO is approving the Conprehensive Plan, or
any amendnent to the Plan, the FO letter shall so
state, provide any non-binding advice and gui dance, and
i ndi cate that approval does not constitute any
endorsenent of the HA's priorities or funding
strategies. Wiere the FO also is approving the use of
unobl i gated Cl AP funds for CGP purposes, the letter
shall so state. The Conprehensive Plan, or any
anmendnents, is then binding upon HUD and the HA unti
such tinme as the HA submits, and the FO approves, an



anmendnent to its Plan. See Appendix 5-2 for sanple
approval letter.

2. Subsequent to approval, ff the FO deternines, as a
result of an audit or nonitoring findings, that the HA
has provided fal se or substantially inaccurate data in
its Conprehensive Plan/ Annual Subm ssion or has
circunvented the intent of the program the FO nmay take
appropriate action, including sending a notice of
deficiency or a corrective action order under paragraph
12-9. Moreover, in accordance with 18 U. S. C. 1001, any
i ndi vidual or entity who knowingly and willingly makes
or uses a docunent or witing containing any fal se,
fictitious or fraudul ent statenent or entry, in any
matter within the jurisdiction of any departnent or
agency of the United States, shall be fined not nore
than $10,000 or inprisoned for not nore than five
years, or both.

Di sapproval. Were the FO is disapproving the Conprehensive
Pl an, or any amendnent to the Plan, the FO letter shal

state all the reasons for the di sapproval the nodifications
required to nake the Conprehensive Pl an approvable, and the
deadline for receipt of any nodifications so that a
subsequent HUD revi ew may be conpleted by the end of the FFY
(Septenmber 30). The FO shall send copies of all disapprova
letters to Headquarters. ['968320(b)(1) or '950.654(b)(1)]

1. In establishing the deadline for resubm ssion, the FO
may allow up to 75 cal endar days before the end of the
FFY for HUD revi ew, however, the FO may allow | ess than
75 cal endar days for its review since a substantive
review of the Plan was previously conducted. See
par agr aph 5-2B regardi ng real |l ocati on of funds when the
Conpr ehensi ve Plan is disapproved.

2. It is advantageous for the HA to resubmit quickly in
order to obtain its annual grant funds as early as
possi ble in the FFY.

5-8
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CHAPTER 6. HA RESPONSI Bl LI TY: ANNUAL SUBM SS| ON

OBJECTI VE. The objective of this Chapter is to set forth the
requi rements of the Annual Subni ssion, including the Annua
Statement, for the fornmula allocation, for energencies out of the
forrmula allocation where there is no approved Conprehensive Pl an
and for the $75 million reserve for natural and other disasters
and for energencies, as well as for anmendnents to the Annua
Statenent. Since the requirenents for the Conprehensive Plan and
the HUD review criteria are statutorily different fromthe Annua
Statenment, the requirenents for the Conprehensive Plan are set
forth in Chapter 4. ['968.325 or '950.6561

HUD NOTI CE OF ANNUAL FORMULA AMOUNT. Annual |y, Headquarters
shall notify the HAin witing of its actual formrmula amunt for
use in devel oping and/or finalizing the Annual Subm ssion. Refer
to paragraph 3-7D

PLANNI NG AND PREPARATI ON. I n devel opi ng the Annual Statenent and
updating the rolling base Five-Year Action Plan, the HA may use
either (A) the actual formula anount fromthe |atest FFY or (B)
the current formula anount provided in HUD s annual notification,
for presentation at the annual advance neetings for residents and
the annual public hearing. ['968325(a) and (d)(4) or '950.656(a)
and (d)(4)]

A Use of Latest Actual Fornula Anount. For exanple, the HA
may wish to start its planning for the FFY 1997 grant in the
sumrer of 1996. Since the FFY 1997 formul a anmount is not
yet available, the HA may use its FFY 1996 actual fornula
anmount for planning purposes and for presentation at the
resi dent neetings and the public hearing, with the caveat
that the FFY 1997 actual formula anount nay be hi gher or
lower. If higher, the HA should identify what work fromthe
Fi ve- Year Action Plan (years two through five) would be
moved into the Annual Statenment (year one); if lower, the HA
shoul d identify what work in the Annual Statenent woul d be
deferred. By using the |latest actual formula anmount for
pl anning, the HA is able to finalize and nmake the Annua
Subm ssion to HUD shortly after receiving HUD s notice of
the annual formnula anmount and, thereby, have earlier access
to its annual grant.

B. Use of Current Fornula Anpunt. For exanple, the HA may wait
to start its planning for the FFY 1997 grant until it
receives HUD s notice of the FFY 1997 formula anount. By
using the current formula anount for planning, the HA is not
abl e to make
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the Annual Subnission to HUD shortly after receiving HUD s
notice of the annual fornula amount and, thereby, does not



have earlier access to its annual grant.

6-4. RESI DENT AND LOCAL GOVERNMENT PARTI Cl PATI ON. The HA shall devel op
its Annual Subnission, including any proposed amendnments to its
Conpr ehensive Pl an under paragraph 4-14, in consultation with
local /tribal governnment officials of the appropriate governing
body (or, in the case of an HA with devel opnents in nultiple
jurisdictions, in consultation with the Chief Executive Oficer
of each such jurisdiction or with an advi sory group
representative of all jurisdictions) and with residents and duly
el ected resident organi zations of all devel opnents covered by the
Conmprehensive Plan. Refer to Chapter 9 for specific requirenments
and gui dance.

['968325(d) or '950.656(d)]

6.5. HA ANNUAL SUBM SSI ON FOR FORMULA ALLOCATI ON. The Annua
Subm ssion is a collective termfor all docunents which the HA
shall submit to HUD for review and approval before accessing
current FFY grant funds. After being advised by HUD of its
formul a amount for the FFY and estimating how much funding wll
be avail able from other sources, such as State and | ocal/triba
governments, and determining its activities and costs based on
the actual formula amount, the HA shall subnit the foll ow ng
document s whi ch conprise the Annual Subnission no later than July
15 of each FFY: [Sec. 14(e)(3)(A)J; ['968.325(e) or '950.656(e)]

A For m HUD- 52837, Annual Statenment, in an original and one
copy, covering year one and setting forth the planned
physi cal and managenent inprovenents which are to be funded
out of that year's grant, as specified in HUD s notice of
annual formula amount. Refer to paragraph 6-6. A sanple
Form HUD- 52837 with instructions is contained in Appendi x 6-1.

B. For m HUD- 52834, Five-Year Action Plan, in an original and
one copy, covering years two through five and elininating
the previous year and adding a new fifth year to the rolling
base, and any ot her amendnents to the Conprehensive Plan, as
set forth in paragraphs 4-10 and 4-14. |In preparing the
Fi ve- Year Action Plan, the HA shall assume that the current
year fornmula anmount will be available in each year of years
two through five. 1In addition, the HA shall consider the
urgency of need assigned to work on the Physical Needs
Assessnents. See sanple Form HUD- 52834 in Appendi x 4-4.

Note: Al physical and managenent inprovenents set forth on the
Annual Statenent and Five-Year Action Plan nmust be identified on
t he
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Physi cal Needs Assessnents or the Managenent Needs Assessment.
If not, the HA shall subnit revised Assessnents, as appropriate.

Note: Al adm nistrative costs and managenent inprovenents on
the Annual Statenent and Five-Year Action Plan shall be in



sufficient detail for the FOto nake an eligibility

determ nation. For exanple, "upgrade conputer systeni would be
insufficient for an eligibility deternination; "upgrade conputer
systemto inprove rent collection -- see MOA" woul d be
sufficient.

C
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J.

Were applicable, HA request to exceed 90% of the conputed
TDC limt, as required by paragraph 4-8C

Cost All ocation Methodol ogy, in an original only, setting
forth allocation of salary expenses as explained in
paragraph 2-14A. This is required only in the first year of
CGP participation, unless the HA changes its nethodol ogy.

Form HUD- 50070, Certification for a Drug-Free Wrkplace, in
an original only. See sanple Form HUD-50070 in Appendi x 6-2.

Form HUD- 50071, Certification for Contracts, Gants, Loans
and Cooperative Agreements, in an original only, required of
HAs established under State |law, applying for grants over
$100, 000. Refer to the Public and Indian Housing Lobbying
Handbook 7570.1. See sanple Form HUD- 50071 in Appendix 6-3.

Standard Form (SF)-LLL, Disclosure of Lobbying Activities,
in an original only, required of HAs established under State
| aw, where any funds, other than federally appropriated
funds. will be or have been used to influence Federa

wor kers, Menbers of Congress, and congressional staff
regardi ng specific grants or contracts. The HA deterni nes
ff the submission of the SF-LLL is applicable. [If the HA
does not submt the SF-LLL, the FO shall assunme that the HA
does not have any | obbying activity unless there is evidence
to the contrary. Refer to Handbook 7570. 1.

Sunmary of general issues raised by residents, local/triba
government officials and others during the public conment
process and the HA's response to those general issues. The
HA is not required to respond to each public comrent.

For m HUD- 52835, Local Governnent Statement, in an origina
only. See sanple Form HUD- 52835 in Appendi x 4-5.
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For m HUD- 52836, PHA/ | HA Board Resol uti on Approving
Conprehensive Plan or Annual Statement, in an original only.
See sanpl e Form HUD- 52836 i n Appendi x 4-6.

Were applicable, any additional information or assurances
required as a result of HUD nonitoring, findings of

i nadequat e HA performance, audit findings, civil rights
conpl i ance findings, or corrective action orders. In

addi tion, for Public Housing, any docunentation requested by
HUD that HUD needs to carry out its responsibilities under
the National Environnental Policy Act and other rel ated
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authorities in accordance with '968.110(c) and (d).

ANNUAL STATEMENT. The Annual Statenment is the first year of the
Fi veYear Action Plan and sets forth the activities and

expendi tures which the HA plans to undertake, in whole or in
part, with current year funds. The Annual Statenent shal

i nclude, for each devel opnent or on an HA-wi de basis, the work to
be funded fromthe current year grant: ['968.325(e) or

' 950. 656(e)]

A A list of devel opnent accounts with an identification of
maj or work categories and the cost for each najor work
categories, as well as a sumary of cost by devel oprent
account, for each developnent. |In addition, a list of
HA-wi de or devel oprent specific managenent inprovenents, as
well as list of HA-wi de physical inprovenents.

B. I npl enent ati on schedul es which are target dates for the
obligation and expenditure of funds for each devel opment and
for each managenent inprovenent not covered by a HUD approved
Menor andum of Agreement (MOA) or | nprovenment Pl an
(IP) for PHAs or Managenent |nproverment Plan (MP) for |HAs.
Target dates for nanagenent inprovenents covered by such
docunents are not required since such dates are set forth in
those docunments. Excluding the funded accounts for
operations (Account 1406) and replacenment reserve (Account
1490), HUD generally expects that the HA will obligate its
current year funds within two years and expend such funds
within three years of approval from HUD, unless |onger tine
franes are approved by the FO due to local differences in
wor k scope and conpl exity, construction seasons, material or
equi prent supply, State or local/tribal contracting
requirements. ['968.125 or ' 950.614]

NUMBERI NG OF COVPREHENSI VE GRANT. Each annual grant shall be

assi gned an uni que Conprehensive Grant nunber, which is an 13-digit
al pha numeric code in the following format: Positions 1-2, State
code (al pha);

Positions 3-4, FO code (nuneric); Position 5, P for Public Housing
or B
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for Indian Housing; Positions 6-8, PHA/IHA nunber; Positions 9-11
G ant nunber; Positions 12-13, FFY identifier. The first

Conpr ehensi ve Grant approved under the CGP shall be 701; e.g.,
VA36P03070192. The second Conprehensive Grant approved under the
CGP shall be 702; e.g., VA36PC3070293. All funding fromthe $75
mllion reserve for disasters and energencies shall be given a
separ at e Conprehensive Grant nunber fromthe HA's annual fornula
grant; e.g., VA36P03070393.

HA SUBM SSI ON REQUI REMENTS FOR FORMULA FUNDI NG OF EMERGENCI ES
WHERE NO APPROVED COVPREHENSI VE PLAN. ['968.315(g)(2) or
' 950. 652() (2)]
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Prerequisite for Receiving Assistance. To receive funding
fromits formula allocation for emergency work, where the FO
has di sapproved the HA' s Conprehensive Plan or Annua
Statement or the HA has failed to submt the Conprehensive

Pl an or Annual Statenent, the HAis first required to

depl ete any previously approved, but unobligated Cl AP and
CGP funds and any funds in the CGP-funded repl acenent
reserve.

Submi ssi on Requirenents. The HA shall submit the foll ow ng
docunents to the FQO

1. For m HUD- 52837, Annual Statenent, in an original and
one copy, which identifies:

a. the devel oprent (s) with the energency conditions;

b. the nature of the inmmediate threat to the health
or safety of residents, the work needed to correct
the emergency condition(s); and the estinmated
cost; and

c. the amount of previously approved, but unobligated
nmoder ni zati on (Cl AP and CGP) funds and the anopunt
in the CGP-funded repl acenent reserve. Subtract
the total of these ampunts fromthe estinated cost
of the enmergency work to deternine the anopunt
eligible for funding fromthe annual fornmula
al | ocati on.

2. For m HUD- 50070, Certification for a Drug-Free
Wor kpl ace, in an original only, unless already
submtted for the CGP in the sane FFY;
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3. For m HUD- 50071, Certification for Contracts,
Grants, Loans and Cooperative Agreenents, in an
original only;

4. Standard Form (SF)-LLL Di scl osure of Lobbying
Activities in an original only; and

5. For m HUD- 52836, PHA/ | HA Board Resol uti on Approving
Conprehensive Plan or Annual Statement, in an
original only.

Note: There are no resident or local/tribal government
consul tation requirements or public hearing
requirenents for fornula funding of enmergency work
where there is no approved Conprehensive Plan or Annua
St at ement because of HA need to submit quickly.
However, the HA is urged to consult, where possible,
with residents and local/tribal governnent officials.



C

The HA is required to informresidents and |ocal/triba
governnent officials of any approved energency funding.

HUD Revi ew and Acti on.

1. The FO shall review the HA's request inmediately upon
receipt to deternine that:

a. the condition described appears to constitute an
imredi ate threat to the health or safety of
residents and the proposed work is appropriate to
correct the condition; and

b. previ ously approved, but unobligated Cl AP and CGP
funds, plus any funds in the CGP-funded repl acenment
reserve, are not adequate to pay for the necessary
wor K.

2. Where necessary to verify the emergency condition or
the work needed to correct the condition, the FO shal
i medi atel y schedul e an on-site revi ew.

3. Wthin 14 cal endar days of receipt of the HA's request,
the FO shall conplete its review and:

a. wher e approved, request fund assignnent from
Headquarters and prepare the grant approva
docunents in paragraph 8-2; or

b. wher e di sapproved, notify the HA in witing,
i ncluding the reasons for the disapproval.
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6-9. HA SUBM SSI ON REQUI REMENTS FOR RESERVE FOR DI SASTERS AND
EMERGENCI ES. [' 968. 104 or ' 950. 606]

A

Prerequi site for Receiving Assistance. To receive funding
fromthe $75 million reserve for natural and other disasters
or for energenci es under paragraph 3-8, whether or not the
FO has approved the HA' s Conprehensive Plan, the HA nust
first:

1. For natural and other disasters, determne the extent to
which its needs are in excess of its expected
rei nbursenent frominsurance and ot her sources, such as
the Federal Energency Managenent Adninistration (FEMA).

2. For emergencies, deplete its annual formula allocation
of CGP funds, other unobligated CG and Cl AP funds, and
any funds in the CGP-funded repl acenent reserve.

Submi ssion Requirenments. The HA shall subnmit the foll ow ng
docunents to the FO
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1. For m HUD- 52837, Annual Statenent, in an original and one
copy, which identifies:

a. t he devel opnent (s) where there is work resulting
froma disaster or an energency;

b. for a natural or other disaster, the nature of the
di saster and why the HA believes it qualifies for
grant funding under the reserve, the work needed
to repair the danage caused by the disaster, the
estimted cost, and the expected rei mbursement
frominsurance and other sources such as FEVA to
pay for the damage caused by the disaster.

Subtract the total expected rei nbursenments from
the estinmated cost of the repair work to determ ne
the amount eligible for funding fromthe $75
mllion reserve.

C. for energencies, the nature of the inmediate
threat to the health or safety of residents, the
wor k needed to correct the emergency condition(s),
and the estimated cost. The HA also shall provide
the estimated or actual amount of its current year
formula allocation, the amount of previously
approved, but unobligated Cl AP and CGP funds, and
the amount in the CGP-funded repl acement reserve.
Subtract the total of these
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three amounts fromthe estimated cost of the
energency work to determ ne the anount eligible
for funding fromthe $75 mllion reserve.

2. For m HUD- 50070, Certification for a Drug-Free
Wor kpl ace, in an original only, unless already
submitted for the CGP in the same FFY;

3. Form HUD- 50071. certification for Contracts, G ants,
Loans and Cooperative Agreements, in an original only;

4. Standard Form (SF)-LLL, Disclosure of Lobbying
Activities, in an original only; and

5. For m HUD- 52836, PHA/ | HA Board Resol uti on Approving
Conprehensive Plan or Annual Statenment in an origina
only.

Note: There are no resident or local/tribal government
consul tation requirenents or public hearing requirenents for
funding fromthe $75 nmillion reserve because of HA need to
submit quickly. However, the HA is urged to consult, where
possible, with residents and | ocal/tribal governnent
officials. The HAis required to informresidents and

local /tribal government officials of any approved di saster



D.

or energency funding.

HUD Revi ew and Action. The FO shall review the HA s request
i medi ately upon receipt to determnmine that:

1

5.

For disasters

a.

the extraordi nary event which caused the damage
appears to qualify as a disaster for purposes of
fundi ng under the reserve; and

funds available to the HA frominsurance and ot her
rei nbursements are not adequate to pay for the
necessary worKk.

For energenci es:

a.

the condition described appears to constitute an
i Mmediate threat to the health or safety of
residents and the proposed work is appropriate to
correct the condition; and
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the amount of the current year formula allocation
the amobunt of other unobligated Cl AP and CGP
funds, and the anmount in the CGP-funded

repl acenent reserve, when added together, are not
adequate to pay for the necessary work.

Where necessary to verify the condition or the work
needed to correct the condition, the FO shal
i medi ately schedul e an on-site review.

Wthin 14 cal endar days of receipt of the HA' s request,
the FO shall conplete its review and:

a.

where the FO reconmends approval, forward its
recomendation, with the HA's request, to
Headquarters for review and final decision. |If
approved, Headquarters shall notify the FO when
funds have been assigned for the HA fromthe $75
mllion reserve.

where the FO cannot reconmend approval based on
the criteria in subparagraph ClL or C2 or because
additional information is needed, the FO shal

di sapprove the request and notify the HA in
writing, including the reasons for disapproval.

The HA may appeal the FO s disapproval to Headquarters.
Headquarters shall make a decision on the HA's appeal

Use of Leftover Funds. The use of |eftover funds received

fromthe $75 nmillion reserve differs for energencies and for



di sasters due to the varying repaynent requirenents.

1. For energenci es, where the HA overestimated the cost of
the energency work, the HA may use the | eftover funds
for other work set forth in the Five-Year Action Plan
wi t hout requesting prior HUD approval. The HAis
required to repay all energency funds received and
expended fromthe $75 nmillion reserve.

2. For disasters, where the HA overestimted the cost of
the disaster work, the HA shall not use any of the
excess anount for other work wi thout prior HUD
approval. The HA is not required to repay any funds
recei ved and expended fromthe $75 million reserve.
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6- 10. AVENDMVENTS TO ANNUAL STATEMENT. [Sec. 14(e)(3)(B)]; ['968.325(h)
or '950.656(h)] The HA shall have a systemin place to
record/control all revisions to and all financial obligations
agai nst the approved Annual Statenent, regardl ess of whether
prior HUD approval is required.

A Parts | and Il Summary and Supporting Pages.

1. Prior HUD Approval. The HA shall request prior FO
approval where the HA wi shes to add to the HUD- approved
Annual Statenment any work (except for emergency work)
which is not covered by the HA's | atest HUD- approved
Fi ve- Year Action Plan or a prior approved noderni zation
budget or where there is any change in the approved use
of replacenent reserve funds. |In such cases, the HA
shall submit the follow ng docunents:

a. Revi sed Form HUD- 52837, Annual Statenent, Parts
and Il only, in an original and one copy, show ng
all revisions to date, including the revisions
which triggered the need for prior HUD approval;

b. Evi dence of consultation with residents affected by
the revisions and local/tribal governnent officials
(refer to paragraph 9-2A2 for general guidance on
establishing a Partnership Process). No public
hearing is required; and

C. For m HUD- 52836, PHA/ I HA Board Resol ution, in an
original only, approving the revisions.

2. No Prior HUD Approval. The HA shall advise HUD of al
revi sions, which occurred throughout the program year
where no prior HUD approval was required, in the annua
Perf ormance and Eval uation Report. The HA is not
required to subnit the follow ng revisions to HUD for
prior approval



B

a. Addi tion of energency work, as defined in paragraph
1-6, which is not included in the Annual Statenent
or Five-Year Action Plan; or

b. Del etion of work or reduction in work scope; or

c. Transfer of work fromthe | atest HUD- approved
Fi ve- Year Action Plan or prior approved Cl AP
Budgets or CGP

6-10
7485.3 G
Annual Statenments to the Annual Statenent.
Part 11, Inplenentation Schedul e.

1. Prior HUD Approval. The HA shall request prior FO
approval where HA need to extend the target dates for
fund obligation or expenditure in the approved Annua
Statenent is due to reasons within the HA's control. In
such case, the HA's score on the Modernization
I ndi cator of PHVAP will be adversely affected. The HA
shall subnmit a revised Form HUD- 52837, Annua
Statement, Part II1 only, in an original and one copy,
and Form HUD- 52836, PHA/ I HA Board Resol ution, in an
original only. Exanples of delay within the HA's
control include

a. Change of HA staff, Executive Director, or Board
of Commi ssioners; and

b. Del ay i n devel opi ng bid docunents due to inability
to procure AJE services in a tinmely manner.

No Prior HUD Approval. The HA nmay extend the target dates
for fund obligation or expenditure in the approved Annua

St at enent without prior HUD approval whenever any del ay
outside of the HA's control occurs. Were the HA revises
its inplementation schedule, the HA shall informthe FO so
that the FO may enter a revised Cbligation End Date in
LOCCS. Such revision is subject to post-review by the FOin
deternmi ning whether the HA has a continuing capacity to
carry out its Conprehensive Plan in a tinmely manner (see
paragraph 12-8). In addition, HUD nay take other
appropriate action as set forth in paragraph 12-9. Exanpl es
of delay outside of the HA's control include:

a. Need to use unobligated funds which are left over after
conpl etion of all planned work under an Annua
Statement for additional work included in the Five- Year
Action Pl an;

b. Unf oreseen del ays in contracting or contract
adm ni stration, such as the need to rebid due to no bids
recei ved or bids received over budget, hidden conditions,
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etc;
C. Litigation, where approved by HUD, and
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d. HUD or other institutional delay, excluding delay
by the HA itself (i.e., HA staff, Executive
Director or Board of Conmi ssioners).

HUD Revi ew and Action. The FO shall review a request to
amend the Annual Staterment in accordance with the review
criteria in paragraph 7-3. The FO shall conplete its
review within 14 cal endar days and notify the HA in witing
of approval, approval with nodifications or disapproval.
Wer e di sapproved, the HA shall not expend funds on the work
since such work is not included in the approved Annual

St at ement or Five-Year Action Plan.

6-12
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CHAPTER 7. HUD RESPONSI BI LI TY: REVI EW AND ACTI ON
ON ANNUAL SUBM SSI ON

7-1. OBJECTIVE. The objective of this Chapter is to set forth the
criteria for HUD acceptance of the Annual Subm ssion, including
the Annual Statenent and rel ated docunents, for review and for
HUD revi ew and action on the Annual Subm ssion. [ Sec.
14(e)(3)(C]; ['968.325(g) or '950.656(g)]

7-2. HUD ACCEPTANCE FOR REVI EW

A Deadl i ne for Subnission. After HUD notifies the HA of its
annual fornula anount, the HA may nmeke its Annual Subm ssion
to the FO as soon as all programrequirenments have been net.
The outside deadline for the Annual Submission is July 15 so
that the FO nmay exercise its full 75-day review authority
wher e needed.

B. HUD Determination. Upon receipt of the Annual Subni ssion
the FO shall conduct a conpl eteness review to determ ne
whet her:

1. The Annual Submi ssion contains each of the required
components specified in paragraph 6-5. (See Appendix 7-1,
HUD Revi ew Checklist for Annual Submi ssion); and

2. Where applicable, the HA has subnitted any additiona
i nformati on or assurances required as a result of HUD
moni toring, findings of inadequate HA perfornmance,
audit findings, civil rights conpliance findings, or
corrective action orders

C. Tinme Period for Review. An Annual Submnission shall be
considered to be approved unless the FO notifies the HA in
witing, postmarked within 75 cal endar days of the date of
HUD s recei pt of the Annual Subm ssion for review, that the
Annual Subnission is disapproved. The FO shall not
di sapprove an Annual Submi ssion on the basis that it cannot
complete its review within the 75-day deadline. The FO
shal | nmake every effort to conplete its reviewwithin 14
cal endar days.

D. Consul tation with HA during Review Period. Although HAs are
responsi bl e for subnitting approvabl e Annual Subni ssi ons,
the Departnent believes that it is in the best interest of
the CGP to work cooperatively with HAs to maxi ni ze approva
of the Annual Subm ssions. Therefore, the FO shal
communi cate infornally with the HA during the review period
to obtain clarification of data or infornation or to request
corrections, such as for ineligible

7-1
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7-3.

work itens, mathematical errors or other itenms which may
result in disapproval. Such consultation is permtted under
the Reform Act since it will not affect the ampbunt of the
HA' s fornul a- based grant. Notw thstanding any infornma
consultations, if the FO determines that the HA's Annua
Submi ssion neets the statutory/regulatory criteria for

di sapproval, the FO is responsible for disapproving the
Annual Submi ssion within the 75-day revi ew peri od.

E. Rej ecti on of Annual Subnission for Review If the HA has
subm tted an Annual Submi ssion which is not conplete under
subpar agraph B, the FO shall notify the HA within 14
cal endar days of its receipt that the Annual Subni ssion has
been rejected for review and that the review cl ock has
stopped. The FO shall indicate all the reasons for
rejection, the nodifications required to qualify the Annua
Submni ssion for HUD review, and the deadline for receipt of
any nodifications so that a subsequent HUD revi ew may be
conpl eted by the end of the FFY (Septenber 30).

1. The FO shall establish the deadline for resubm ssion no
| ater than 75 cal endar days before the end of the FFY
or July 15 since no substantive review of the Annua
Subm ssion was conducted. ff the HA resubmts before
July 15, a new 75-day review period begins upon receipt
of the resubnission

2. It is advantageous for the HA to resubmit quickly in
order to obtain its annual grant funds as early as
possible in the FFY.

3. If the HA resubnits after July 15, the FO has the
discretion to reject the Annual Subm ssion for review
in that FFY on the basis that there is insufficient
time for HUD review Headquarters shall reallocate the
HA' s annual formula funds to all CGP agencies in
accordance with the fornula under Chapter 3 in the
subsequent FFY.

HUD REVI EW CRI TERI A. Under the CGP, the HA, in consultation with
residents and local/tribal governnment, is responsible for

devel opnent of the Annual Subnission which identifies the work to
be funded with the current year grant. The CGP differs fromthe
CIAP in that HUD is not responsible for determ ning nodernization
strategies and funding priorities. Therefore, the FO shal
approve the Annual Submi ssion except where it makes a
deternmination in accordance with one or nore of the follow ng
statutory/regul atory criteria. Although exanples of situations
whi ch are and are not a basis for disapproval are provided, it is
not possible to provide an all-inclusive list. Were the FO
deternmines that the Annual Submission neets the follow ng
statutory/
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regul atory criteria for disapproval, the FO nust present

obj ective and docunented data to support its position. During
the review period, FO Public/lndian Housing (PIH) staff shal
consult with Fair Housing and Equal Opportunity (FHEO) staff
regardi ng whether there are any civil rights conpliance issues.
PIH shal |l use the HUD Revi ew Checklist for Annual Subm ssion,
contained in Appendix 7-1, and include the conpleted Checklist in
each HA's file.

A
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Plainly Inconsistent with Conprehensive Plan. The FO
determines that the activities and expenditures proposed in
the Annual Statenment are plainly inconsistent with the HA's
approved Conprehensive Pl an.

Exanpl e: The HA has included kitchen renovation for a

parti cul ar devel oprment in the Annual Statenent, but
"kitchens", as a mmjor work category, was not included in
the Physical Needs Assessnent for that devel opnent. This is
a basis for disapproval. Unless the Physical Needs
Assessnent has been anended to include the new physica
needs, the new needs may not be included in the Five-Year
Action Plan or Annual Statenent.

Exampl e:  The HA has included i nplenmenting a preventative
mai nt enance program as a HA-w de nmanagenent inprovenment in
the Annual Statenent, but "inproving maintenances, as a
maj or wor k category, was not included in the Management
Needs Assessment. This is a basis for disapproval. Unless
the Managerment Needs Assessnent has been anmended to include
t he new managenent needs, the new needs nay not be included
in the Five-Year Action Plan or Annual Statenent.

Contradiction of HA Board Resol ution. The FO has evidence
which tends to challenge, in a substantial nanner, the
certifications contained in the HA Board Resol ution, as
requi red by paragraph 4-12. Such evidence may include the
followi ng itens:

1. A pattern of substantiated conplaints fromresidents
that they did not have an opportunity to express their
views or did not have their views considered by the HA

Exanpl e: The HA has conducted an advance neeting for
resident groups and a public hearing on the Annua

Subm ssion, but the FO has received numerous conplaints
that the HA did not consider resident views. The HA's
summary of general issues raised during the public
comrent process and response to those issues indicate
that the HA did consider the views of residents, but
was not able to accept al
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resi dent recommendations for funding priorities. There
is no evidence that the HA failed to consult with or



consi der the views of residents. Therefore, there is
no basis for disapproval

Failure to address work itenms that are needed to
correct energency work, as defined in paragraph 1-6, or
to neet statutory or other legally nandated
requirenents, as identified by the HAin its

Conpr ehensi ve Pl an.

Failure to address Section 504 accessibility
requi renents when there are substantial or other
alterations, as required by 24 CFR 8. 23.

Failure to carry out the approved nodernization in a
tinely, efficient, and economi cal manner, incl uding
revision of inplenentation schedul es where del ay was
within the HA' s control

Exanpl e:  The Performance and Eval uati on Reports
indicate that the HA is not neeting its target dates
for fund obligation and expenditure and the reasons for
delay are within the HA's control. This is a reason
for approval with issuance of a corrective action order
since the HAis not inplenmenting its approved annua
grants in a tinely manner.

Certain proposed activities or expenditures are
inconsistent with the requirements of NEPA and rel ated
environnmental authorities under ''968.110(c) and (d).
Refer to paragraph 7-4.

Exanpl e:  The HUD nonitoring review indicates that
there is a high level of noise at a particular

devel opment due to its location next to an interstate
hi ghway. The Annual Statenent indicates that the HAis
pl anning site inprovement work, but no barriers or

pl antings for noise attenuation. Since the nature of
the site work requires that the noise |level be
addressed, and the Annual Statenment does not include
noi se attenuati on nmeasures, this is a basis for

di sapproval

Certain proposed expenditures duplicate funding already
provided for the sane work itemor activity. This is a
basis for disapproval

Exanple: The HA is proposing to use CGP funds to
rei mburse costs already incurred in prior year
operati ng budgets.
7-4
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Work proposed by the HA is ineligible or exceeds the

cost limtations in paragraph 2-19. This is a basis
for di sapproval



Note: The FO shall review the Five-Year Action Plan and any
proposed anendnments to the Conprehensive Plan in accordance with
the review criteria in paragraph 5-4.

7-4. ENVI RONMENTAL REVIEW For each devel opnent proposed for funding
in the Five-Year Action Plan, including the Annual Statenent,
ei ther HUD under 24 CFR Part 50 or a responsible entity under 24
CFR Part 58 shall review the environnmental inpact of the
noder ni zati on activities under the National Environmental Policy
Act (NEPA) and rel ated environnental |aws, orders and
regul ati ons.

A Envi ronmental Review by HUD. During the 75-day review
period, the FO shall conplete the environmental review
Refer to Appendix 1-5 for additional gui dance on expediting
the revi ew process.

1. Required Modifications. Were nodifications to the
Annual Statement or Five-Year Action Plan are necessary
to ensure conmpliance with 24 CFR Part 50, the FO may
request the HA by tel ephone to nake the necessary
nmodi fi cations and resubnit the applicable docunents or
portions of docunents. |f the HA does not resubnit in
a tinely manner, the FO shall proceed with the witten
notification of disapproval within the 75-day review
peri od.

2. Envi ronnmental Assessnent for Conpliance with NEPA and
Rel ated Laws, Orders and Regul ati ons.

a. An environmental assessnment is required for each
devel opnment with | ess than 2,500 units, where the
proposed noderni zati on neets any one of the
following criteria:

(1) The nunber of dwelling units in the affected
bui | di ngs is changed by nore than 20%
Increases will occur where |arger size units
are converted into smaller size units; or

(2) Land uses are changed fromresidential to
nonresidential or vice versa. The conversion
of dwelling units to comunity, management or
mai nt enance space or new construction of such
space on the existing site does not change
the basic residential nature of the |and use;
or
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(3) The proposed noderni zation costs 75% or nore

of the total estinmated replacenent cost of
t he devel opnent after nodernization; or



(4) The proposed noderni zation involves the
demolition of a building, or parts of a
bui | di ng, containing dwelling units.

b. FO PIH staff shall conplete Form HUD- 4128
Envi ronment al Assessnent for Subdivision and
Multifamily Projects (known as the long form,
before the end of the 75-day review period. Were
200 or nore units are involved, the Field Ofice
Environnental C earance Oficer (ECO al so shal
sign the form \Were fewer than 200 units are
involved, FO PIH staff shall send a copy of the
completed formto the ECO for informationa
pur poses.

3. Environnmental Review for Conpliance with Rel ated Laws,
Orders and Regul ati ons.

a. An environnmental reviewis required for each
devel opment with | ess than 2,500 units, where none
of the criteria in subparagraph A2a is present.

b. FO PIH staff shall conplete Form HUD- 4128. 1,
Conpl i ance and LAC Conditions Record (known as the
short forn), before the end of the 75-day review
period. FO PIH staff shall document the reasons
for and source of information used in arriving at
each conclusion on the formand send a copy of the
completed formto the ECO for informationa
pur poses.

C. Si nce devel opnents nmay be proposed for
noder ni zati on work on an annual basis, the FO may
mai ntain the conpleted Forns HUD-4128.1 and
supporting docunentation in a separate file for
each HA to facilitate required reviews in
subsequent FFYs.

4, Environnental |npact Statenment (EIS). The FO shal
prepare an EI'S for each devel opnent where dictated by
the results of the environnental assessment or for each
devel opment which has 2,500 or nore units, unless: (a)
an environnmental assessnment under subparagraph A2a is
not required; or (b) it is determined, as a result of
an environnental assessnent or in preparing a draft EI S
that the nodernization will not have a significant
i npact on the hunman environnment; in
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that case, FO PIH staff shall contact the ECO for
pr ocedures.

Envi ronnental Revi ew by Responsible Entity. Effective
10/ 14/ 96, the environnental review nmay be conducted by a



responsi ble entity, rather than by the FO under 24 CFR Part
58. The HA negotiates an arrangenent with the unit of
general 1 ocal governnent in which the devel opments are

| ocated for conduct of the environnental review, unless the
FO approves an alternative arrangenent.

1. Responsi ble Entity. For PHAS, the responsible entity
is the unit of general |ocal governnent w thin which
the devel opnent is |located that exercises |and use
responsibility or, if the FO deternmines this
i nfeasible, the county or the State. For IHAs, the
responsi ble entity is the Indian tribe, or in the case
of IHAs in Alaska, the Al aska native village, state or
| ocal government. |If the responsible entity is unable
or unwilling to conduct the environnental review during
the 75-day review period, the FOitself shall conduct
the environnental review.

2. Envi ronnmental Review Record (ERR). The responsible
entity nmust maintain a witten record of the
envi ronnment al revi ew undertaken for each devel oprent.

3. Request for Rel ease of Funds and Certification. The
responsible entity shall prepare and forward to the HA
the request for release of funds (RROF) and
certification. The HA, in turn, shall forward the
docunents to the FO Until the FO has approved the
rel ease of funds, the HA shall refrain from undertaking
any physical activities or choice limting actions,
such as obligating or expending funds.

7-5. HUD ACTI ON

A
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Appr oval

1. Processing Instructions. Refer to Chapter 8.
2. Advi ce. Refer to paragraph 12-9A

3. Notice of Deficiency or Corrective Action Order. Refer
to paragraph 12-9B
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4. Conpl i ance with Environnental Requirements. Were
required consultation with anot her agency, such as the
State Historic Preservation Ofice, or the preparation
of an EISresults in the inability of the responsible
entity or the FOto deternine conpliance with 24 CFR
Part 50 within the 75-day review period, the FO shal
proceed to approve the Annual Subm ssion, with the
restriction that the HA may not obligate funds for the
activity or activities in question unto conpliance with
24 CFR Part 50 has been determni ned and the HA notified
in witing of conpliance.



5. Approval to Exceed 90% of Conputed TDC. Refer to
par agr aph 4- 8C.

Di sapproval. Were the FO is disapproving the Annua

Submi ssion, or any anendnent to the Annual Statenment, the FO
letter shall state all the reasons for disapproval, the

nodi fications required to make the Annual Subm ssion or
Annual Statement approvable, and the deadline for receipt of
any nodifications so that a subsequent HUD review nay be
conpl eted by the end of the FFY (Septenber 30). The FO
shall send copies of an disapproval letters to Headquarters.

1. In establishing the deadline for resubnission, the FO
may allow up to 75 cal endar days before the end of the
FFY for HUD review, however, the FO may allow | ess than
75 cal endar days for its review since a substantive
revi ew of the Annual Subni ssion was previously
conducted. If the HA fails to obtain approval of the
Annual Submi ssion by the end of the FFY, HUD shal
reall ocate such funds to all CGP agencies in accordance
with the formula under Chapter 3 in the subsequent FFY.

2. It is advantageous for the HA to resubnmit quickly in
order to obtain its annual grant funds as early as
possi bl e in the FFY.

3. Where nodifications are necessary to ensure that al
work itens are eligible, to neet NEPA and ot her
statutory requirenents, or for other reasons, the FO
may request the HA by tel ephone to nmake the necessary
nodi fications and resubnmit the applicable docunents or
portions of docunents within the 75-day revi ew peri od.
If the HA does not resubmt in a tinely manner, the FO
shall proceed with the witten notification of
di sapproval

Notification to CPD. After approval of the Annua
Statenents, FO PIH staff shall notify Conmunity Pl anni ng and
Devel opnment ( CPD)
7-8
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staff of any HAs with Annual Statenents being approved which
i nvol ve rel ocation and acquisition (see Appendix 1-4).
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CHAPTER 8. HUD RESPONSI Bl LI TY: FUND RESERVATI ON AND
OBLI GATI ON

OBJECTI VE. The objective of this Chapter is to provide
instructions to HUD field staff on grant approval and fund
reservation and obligation. [Sec.14(b)]

HUD PREPARATI ON OF GRANT APPROVAL DOCUMENTS. W thin 65 cal endar
days of the date of HUD s recei pt of the Conprehensive Plan or
Annual Submni ssion for review, where the grant is being approved,
the FO shall prepare the follow ng docunents:

A Approval Letter to HA, transmtting documents and, where
necessary, providing any non-bindi ng advi ce and expl ai ni ng
any notice of deficiency or corrective action order (see
paragraph 12-9). The letter also shall indicate whether HUD
or the responsible entity has conplied with the
environmental requirenents of 24 CFR Part 50 or, if not,
what activities the HA may not expend funds on until HUD has
notified the HA of conpliance. See Appendix 5-2 for sample
FO approval letter

B. For m HUD- 52840 or For m HUD- 52840A, Conprehensive G ant
Program Amendnent. Prepare one Amendnent for each grant
bei ng funded; i.e., one Anendnment for the current year
annual grant and anot her Anendnent for any funding fromthe
$75 million reserve for disasters and enmergencies. The FO
Ofice of Public Housing (OPH)/Office of Native American
Progranms (ONAP) shall prepare the Amrendnment, including
obt ai ni ng the Amendnent nunber from HUD Counsel, who shal
concur in the Arendnent. Refer to paragraph 8-3.

C For m HUD- 52540 (5/95), Project Accounting Data (PAD)
Prepare one PAD for each grant being funded; i.e., one PAD
for the current year annual grant and another PAD for any
funding fromthe $75 nillion reserve for disasters and
energencies. A sanple Form HUD- 52540 (5/95) is contained in
Appendi x 8- 1.

D. HUD Notification. Prepare one HUD Notification for each
grant, using the nost recently issued format and
instructions fromthe O fice of Congressional and
I nt ergovernnmental Relations (OCIR).

COVPREHENSI VE GRANT PROGRAM AMENDMENT TO ACC. Form HUD- 52840 or
HUD- 52840A, Conprehensive Grant Program Amendnent, requires | ow
i ncome use of the housing for not |ess than 20 years fromthe
date of the Amendnent (subject to sale of honeownership units in
accordance with
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the terns of the ACC). It also includes by general reference an



8- 4.

devel opnents eligible for CGP funding within the HA's inventory

and anmends all

consol i dated ACCs of the HA. This coverage all ows

the HA to shift funds anong devel opnents, including those under
di fferent ACCS, during programinplenmentati on and negates the
need for a subsequent Anendnment when addi ng or deleting

devel opnents to or fromthe Annual Statenment. The ACC Amendnent
sets forth the amount of the annual grant and whether the HA's
use of the annual

order.

grant is subject to any corrective action

Form HUD- 52840 (1/95) is used where the revised

Consol i dated ACC has not been executed (see Appendix 8-2 for a

sanple form.

For m HUD- 52840A (8/95) is used where the revised

Consol i dat ed ACC has been executed (see Appendix 8-3 for a sanple

form.

[' 968.3250) or ' 950.656(i)]

HUD GRANT APPROVAL AND FUND RESERVATI ON.

A

Assenbly of Documents. Wthin 65 cal endar days of the date
of HUD s acceptance of the Conprehensive Pl an/ Annual
Subni ssion for review (assuning the Plan/ Subm ssion is

approvabl e),

the FO shall prepare, assenble and route the

foll owi ng docunents to the OPH Director/ONAP Admi ni strator

for approval :

1. Oigi nal
HA;

2. Ori gi nal
3. Ori gi nal
4. Oigi nal

5. Ori gi nal

and two copies of the approval letter to the

and three copies of the CGP Amendnent;
and one copy of the PAD;
and one copy of the HUD Notification; and

and one copy of the Annual Statenment and the

Fi ve- Year Action Pl an.

Reservation Procedures. Reservation procedures differ

during the fi

rst eleven nonths of the FFY and the |ast nmonth

of the FFY, with regard to the establishnment of the

Notification

1. First El
peri od,

Dat e.

even Months of the FFY Procedures. During this
the Notification Date is the date the

transaction is recorded in the Program Accounting
Syst em ( PAS).

a. FO.

After the OPH Director/ ONAP Adm ni strat or

signs the PAD, the FO shall forward the signed
PAD, together with a signed copy of the undated
approval letter, to the Field Accounting Division
(FAD) .
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b. FAD. The FAD shall ensure that funds for the
grant are reserved within 72 hours fromthe date



the reservation docunents are received fromthe
FO. After reviewing the reservation docunents for
correctness, the FAD (assunming the docunments are
correct) enters the data into PAS. The FAD enters
the transaction entry date (the date data are
bei ng keyed -- nonth/day/year) as the transaction
effective date. After the date has been entered
into PAS, the FAD will review the conputer-generated
transaction listing. |If the grant

reservation has been accepted by PAS, the FAD will
then insert the effective date displayed on the
transaction listing on the PAD

2. Last Month of the FFY Procedures. During this period,
the effective date is the date the OPH Director/ ONAP
Adni ni strator signs the approval letter

a. FO  The procedures are the same as subparagraph
Bla, except that the approval letter is dated when
the OPH Director/ONAP Adm nistrator signs it, and
the FO inserts that date on the PAD

b. FAD. The procedures are the sane as subparagraph
Blb, except that the FAD enters the effective date
into PAS fromthe PAD and the FAD ensures that the
date on the PAD and the effective date on the
transaction listing are the sane.

3. FAD Confirmation. The FAD shall provide the FOw th
confirmation of fund reservation through tel ephone,
electronic mail or a copy of the Acceptance Report,
generated by PAS

8-5. HUD TRANSM TTAL OF HUD NOTI FI CATI ON

A Upon notification fromthe FAD that the fund reservation has
been accepted by PAS, the FO shall transmit the HUD
Notification to OCIR by facsinile machine. The FO shal
note the actual date and time of transm ssion

B. The FO shall announce the grant approval only after OCI R has
provided a rel ease date. Were the FO has not been provided
a release date within three working days, the FO shal
contact OCIR to determ ne the status.
8-3
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8-6. HUD DI STRI BUTI ON OF APPROVED DOCUMENTS
A Grant Approval Docunents. |Imediately follow ng receipt of
the rel ease date, the FO shall arrange for the follow ng

di stribution:

1. To the HA, the original of the approval letter, one
copy of the approved Annual Statenent and Five- Year



Action Plan, and the original and three copies of the
CGP Amendnent. Where the HA does not have access to
the Line of Credit Control System Voice Response System
(LOCCS/ VRS), the Departnental systemfor fund
requisitions, the FO al so shall forward to the HA the
followi ng forns necessary for access:

a. Form HUD- 27054, LOCCS/ VRS Access Authori zation,
for each new user. The HA shall send this formto
the FO for review. |If correct, the FO shall
forward the formto: Departnent of HUD, Attention:
LOCCS Security Oficer, P.O Box 23774,
Washi ngt on, DC 20026- 3774.

b. SF- 1199A, Direct Deposit Sign-Up Form where the
HA wi shes to change its bank account or where the
HA is currently receiving no grant funds from HUD.
The HA shall send this formto the FO for
verification. |f correct, the FO shall forward
the formto: Departnent of HUD, Chief Financial
Oficer, Ofice of Cash Managenment, Attention:
ACH, P.O Box 44816, Washington, DC 20026-4816.

2. To the FO programfiles, the original of all documents
submitted by the HA, including the approved Annual
St atement and Five-Year Action Plan, and one copy each
of the approval letter, the PAD, and the HUD
Notification for records purposes.

HA Action on CGP Anendnment. The HA shall enter its tax
identification nunber (TIN) directly on the CGP Anendnent
which will allow the CGP grant to be linked with established
banking information already in LOCCS. Were pernmtted by
State/tribal |aw and the HA's own by-laws, the HA Executive
Director may sign and return the original and three copies
of the CGP Amendnent wi thout Board Resol ution; where not
permtted, the Board of Conmi ssioners shall authorize,

t hrough Board Resol ution, the Board Chairnman or the
Executive Director to sign the CGP Amendnent.

8-4
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CGP Amendnent. | mediately upon receipt of the signed CGP
Anmendnent fromthe HA, the OPH Director/ONAP Adni ni strator
shal | execute the CGP Anendnent and arrange for the

foll owi ng distribution:

1. To the FAD, the original of the executed CGP Anendnent
for purposes of entering the fund obligation into PAS.
After the FAD has entered the fund obligation into PAS
and linked to LOCCS and the FO has spread the grant in
LOCCS, the HA may draw down funds, when needed.

2. To HUD Counsel's files, one copy of the executed CGP
Amendnent for official Departnental records purposes.



3. To the FO program files, one copy of the executed CGP
Amendrment for records purposes.

4, To the HA, one copy of the executed CGP Amendnent for
records purposes.

8-7. DECLARATI ON OF TRUST. ['968.325(k) or '950.656(k)]

7485.3 G

A

Promptly after grant approval, HUD Counsel shall ensure that
Form HUD- 52190B, Decl aration of Trust (non-Indian grants),
or Form HUD-52190C, Declaration of Trust (lIndian grants),
covering all of the developnents in the HA's inventory, is
in place or is current. As provided under the ACC, the

Decl aration of Trust protects the rights and interests of
HUD t hr oughout the 20-year period during which the HA is
obligated to operate its devel opnents in accordance with the
ACC, the Act, and HUD regul ati ons.

If a Declaration of Trust is not in place or is not current,
HUD Counsel shall advise the HA to execute and file for
record the Declaration of Trust and to provi de HUD Counse
with a copy as soon as it has been recorded. The

Decl aration of Trust is updated only where there has been a
change, such as adding | and through purchase, subtracting

I and t hrough di sposition, restricting the property through
an easenent, or, in rare cases, receiving a lien on the
property through HUD approval of additional debt.

HUD has determined that its interest in Miutual Help units is
sufficiently protected without the further requirement of a
Decl aration of Trust. Therefore, a Declaration of Trust is
not required for Miutual Help units.
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8.8. SPECI AL REQUI REMENTS FOR HOVEOWNERSHI P DEVELOPMENTS. Refer to
par agraph 2-4.

8-9.

SPECI AL REQUI REMENTS FOR SECTI ON 23 LEASED HOUSI NG BOND- FI NANCED
PRQIECTS. A Section 23 Leased Housi ng Bond- Fi nanced proj ect

(BFP)

is eligible for noderni zation only ff the PHA determ nes

that the BFP has net all of the followi ng conditions:
['968.101(b)(3)]

A

Bond Fi nancing. The BFP was financed by the issuance of
bonds.

Clear Title. Cear title to the BFP will be conveyed to or
vested in the PHA at the end of the Section 23 | ease term
The Lease Agreenent and Trust Indenture rmust provide that
title to the property will pass to the PHA at that tine.
Based on title evidence, the PHA's attorney shall determ ne
whet her the PHA is assured of obtaining good title under the
| egal arrangenents for the BFP and whether there are any



hens or encunbrances agai nst the property junior to the bond
i ndent ure.

No Initial Cbstacles. Based upon a full review of the |ega
docunentation for the BFP, the PHA's attorney shal

determ ne that there are no | egal obstacles affecting the
PHA' s use of the property as public housing during the 20-year
peri od follow ng the nodernization. This review would

i ncl ude any known pending or threatened litigation affecting

t he BFP.

Useful Life. After conpletion of the nodernization, the BFP
will have a remaining useful life of at |east 20 years,
assum ng tinely maintenance and replacenents, and it is in
the financial interest of the Federal Governnent to inprove
t he BFP.

Cooperation Agreement. The BFP is covered by a Cooperation
Agreenent between the PHA and the | ocal governing body
during the 20-year period of the nodernization, assuring tax
exenption and provision of nunicipal services as in the case
of PHA- owned devel opnents

1. If the BFP is not already covered by a sufficient
Cooperati on Agreenent, the PHA shall enter into a
Cooperation Agreenent with the [ocal government. In

such case, the Cooperation Agreerment shall specifically
designate the BFP to which the exenption applies in a
manner that clearly indicates the real property covered
by the exenption (generally in the same manner used to
designate properties for local tax billing). |If any
tax lien has been or may be
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attached to the property before execution of the ACC
Amendrent, but covering taxes for any period subsequent
to execution of the ACC Anendnent, the PHA's attorney
shall ensure (by specific provision in the Cooperation
Agreenent or otherwise) that the lien of and liability
for the tax is rel eased before execution of the ACC
Amendnent .

2. If the BFP is already exenpt fromreal and persona
property taxes under State law, or under a Cooperation
Agreenment that does not provide for Payments in Lieu of
Taxes (PILOT), the Cooperation Agreenent shall not
i nclude any provision for PILOT. |f the BFP is already
exenpt fromtaxation under a Cooperation Agreenent that
provi des for PILOT, the Cooperation Agreenent may
i nclude provision for PILOT, but not to exceed the
anounts required under Section 6(d) of the Act.

8-7
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CHAPTER 9. HA RESPONSI BI LI TY: RESI DENT AND LOCAL/ TRI BAL
GOVERNMENT PARTI Cl PATI ON

OBJECTI VE. The objectives of this Chapter are to set forth the
statutory and regulatory requirenents for resident and

local /tribal government participation in the devel opnent,

i mpl enentati on and nmonitoring of the Conprehensive Plan and
Annual Submission. It is the Departnent's position that the
success or failure of the CGP rests upon the degree to which the
residents and the community work with the HA in all aspects of
its programand hold the HA accountable for the quality of the
work performed. [Sec. 14(e)(1)(E), (e)(3)(A) and (B), and
(e)(4)(a)]

COVPREHENSI VE PLAN AND ANNUAL SUBM SSI ON
A General Requirenents.

1. Resi dent Participation. The HA is required to devel op,
i mpl ement, nonitor, and annually anend portions of its
Conprehensive Plan in consultation with residents of
t he devel opnents covered by the Conprehensive Pl an
(i.e., all developnents eligible for CG funding). In
addition, the HA shall consult with Resident Managenent
Corporations (RMCs) to the extent that an RMC manages a
devel opnent covered by the Conprehensive Plan. The HA
in partnership with the residents, shall devel op and
i mpl ement a process for resident participation that
ensures that residents are involved in a neani ngful way
in all phases of the CGP. Such invol venent shal
i nclude inplenmenting the Partnership Process as a
critical elenent of the CGP. ['968.315(b)(1) or
' 950. 652(b) (1)]

2. Est abl i shnment of Partnership Process. The HA in
partnership with the residents of the devel opnents
covered by the Conprehensive Plan (and whi ch nay
i nclude resident |eaders, resident councils, resident
advi sory council s/ boards, and RMCs) shall establish a
Part nership Process to devel op and i npl enent the goals,
needs, strategies and priorities identified in the
Conpr ehensive Plan. As defined in paragraph 1-6, the
Partnership Process is a specific and ongoi ng process
that is designed to ensure that the HA and residents
work in a cooperative and col | aborative manner to
devel op, inplenent and nonitor the CGP. After
resi dents have organi zed to participate in the CGP
they may decide to establish a volunteer advisory group
of experts in various professions, including persons
with disabilities or advocacy groups representing
persons

9-1
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with disabilities, to assist themin the CGP
Partnership Process. The HA is encouraged to use the
checkli st for devel opnment of the Partnership Process as
set forth in Appendix 9-1. The HA shall design the
Partnership Process to achieve the foll ow ng:
['968.315(b) (2) or '950.652(b)(2)]

a. To assure that residents are fully briefed and
i nvolved in devel oping the content of, and
moni toring the inplenentation of, the
Conpr ehensive Plan including, but not limted to,
t he Physical and Managenment Needs Assessnents,
viability and reasonabl e cost anal ysis, Five-Year
Action Plan, and Annual Statenent. |f necessary,
the HA shall develop and i npl ement capacity-building
strategies to ensure neani ngfu
participation. Such technical assistance efforts
are eligible CGP adninistrative costs (see
par agr aph 2-14D).

b. To enable residents to participate, on a HA-w de
or area-w de basis, in ongoing discussions of the
Conpr ehensive Plan and strategies for its
i mpl ementation, and in all neetings necessary to
ensure neani ngful participation.

Local / Tri bal Government Participation. The HA shal
consult with and provide information to appropriate
local /tribal government officials regarding the

devel opnment of the Conprehensive Plan. For PHAS, this
is to ensure that there is coordi nati on between the
actions taken under the Consolidated Plan (see 24 CFR
Part 91) for project and nei ghborhood i nprovenents
where public housing units are | ocated or proposed for
construction or nodernization and i nprovenent and to
coordi nate nmeeting public and human servi ce needs of
the public and assi sted housing projects and their
residents. [Note: The Consolidated Plan does not
apply to IHAs.] The HA with devel opnents in nultiple
jurisdictions may neet this requirenment by consulting
with an advisory group representative of all the
jurisdictions. At a mininmum this consultation shal

i ncl ude providing such officials with: ['968.315(c) or
' 950. 652(c)]

a. Advance witten notice of the public hearing
requi red under subparagraph B3;

b. A copy of the Executive Sumary, prepared as part
of the Conprehensive Plan, which includes a
Sunmary of Prelimnary Estinmated Costs and a
description of the resident partnership and
summary of general issues.

9-2
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cC. An opportunity to express their priorities and
concerns to ensure due consideration in the HA' s
pl anni ng process.

Participation in Coordinating Entities. To the extent
that coordinating entities are set up to plan and

i mpl erent the Consolidated Plans under 24 CFR Part 91
the PHA shall participate in these entities to ensure
coordi nation with broader conmunity devel opnent
activities. ['968.315(d)]

Fundi ng. Funding may be provided for resident
participation under either managenent i nmprovenents
(1408) or administration (1410). Residents are
encouraged to seek outside assistance to suppl enent any
funds received fromthe HA. Possi bl e sources may
include, but not be limted to CDBG funds, private
foundations, etc.

fic Annual Requirenents

Public Notice. Wthin a reasonable amount of tine

bef ore the advance neeting for residents under
subparagraph B2 and the public hearing under paragraph
B3, the HA shall annually provide public notice of the
advance neeting and the public hearing in a manner
determ ned by the HA and which ensures notice to al
duly el ected resident councils. [''968.315(b)(3) and
968. 325(d) (1) or ''950.652(b)(3) and 950.656(d)(1)]

Advance Meeting for Residents and Duly El ected Resident
Councils. Wthin a reasonabl e anobunt of tinme before the
public hearing under subparagraph B3, the HA shal
annual |y hold a neeting for residents and duly el ected
resident councils at which the HA shall explain the
conponents of the Conprehensive Plan or Annua

Subm ssion, including any anmendnents to the
Conprehensive Plan. The HA shall advise residents
before the neeting that the draft Conprehensive Plan or
Annual Subni ssion shall be available for their review
at specified locations within the HA's jurisdiction.
The neeting shall be open to all residents and duly

el ected resident councils. The purpose of the neeting
is to provide information concerning the contents of

t he Conprehensive Plan or Annual Submnission so that
residents may make informed coments at the public
hearing. [''968.315(b)(4) and 968. 325(d) (2) or

"' 950. 652(b)(4) and 950.656(d)(2)]

9-3

Public Hearing. The HA shall annually hold at |east
one annual public hearing, and any appropriate nunber
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Subm

of additional hearings, to present information on the
Conprehensive Plan or Annual Subni ssion and the status
of prior approved programs. The public hearing shal
provi de anple opportunity for residents, local/triba
governnent officials, and other interested parti es,
such as persons with disabilities or advocacy groups
representing persons with disabilities, to express
their priorities and concerns. The HA shall give ful
consideration to the comments and concerns of
residents, local/tribal governnent officials, and other
interested parties. [''968.315(b)(5) and 968. 325(d) (3)
or ''950.652(b)(5) and 950.656(d)(3)]

ssi on Requirenents.

Every Six Years. As part of its Conprehensive Plan
subnmitted and updated every six years, the HA shal
submit, as part of its Executive Summary, a description
of its process for maxinizing the | evel of
participation by residents during the devel opment,

i mpl ement ati on and nonitoring of the Conprehensive
Plan, a summary of the general issues raised on the
Pl an by residents, local/tribal government officials,
and others during the public comrent process, and the
HA' s response to those general issues. Refer to

par agr aph 4- 6B

Annual | y.

a. Local Governnent Statement. As part of its
Conpr ehensive Plan and Annual Subm ssion, the HA
shal | submt Form HUD- 52835, Local Governnent
Statenment. Refer to paragraph 4-11 and Appendi x
4-5,

b. HA Board Resolution. As part of its Conprehensive
Pl an and Annual Submi ssion, the HA shall include
For m HUD- 52836, PHA/ | HA Board Resol uti on Approvi ng
Conpr ehensive Plan or Annual Statenent. Refer to
par agraph 4-12 and Appendi x 4-6.

As Needed. Where prior HUD approval is required to
anmend the Annual Statenent, the HA shall submit, with
the amendnment, evidence of consultation with residents
affected by the revisions and |ocal/tribal government
officials. Refer to paragraph 6-10A1.
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PROGRAM | MPLEMENTATI ON.  The HA shall establish and maintain a
process for resident conment on the inplenentation of work
i ncluded in the Annual Statement to ensure its quality and

tinmeliness. The HA shall make reasonable efforts to notify

residents and officials of the appropriate governing body of the
availability of the draft Perfornmance and Eval uati on Report, make



copies available to residents in the devel opnent office or upon
request, send a copy of the draft Report to local/tribal
government, and provide residents and | ocal/tribal government
officials with at |east 30 cal endar days in which to coment on
the draft Report. ['968.330 or '950.658]

9-5
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CHAPTER 10. HA RESPONSI BI LI TY: CONDUCT COF APPROVED ACTI VI TI ES

10-1. OBJECTIVE. The objective of this Chapter is to set forth
requirenents for the conduct of approved activities, including fund
requi sitions, cash managenent, procurenent, and fiscal closeout.
The Chapter al so explains the revised requirements for previously
funded ClI AP programs in progress.

10- 2. FORCE ACCQOUNT. [ ' 968. 120 or '950.612]

A Publ i ¢ Housing. The PHA may undertake the nodernization
activities using force account |abor, only where
specifically approved by HUD in the Cl AP Budget or CGP
Annual Statenent, except no prior HUD approval is required
where the PHA is designated as both an Overall Hi gh
Performer and Mod Hi gh Perforner under the Public Housing
Managenent Assessnent Program (PHVAP). The FO shall approve
the use of force account |abor only where it is cost-effective
and appropriate to the scope and type of physica
i mprovenents and the PHA has the capacity to serve as its
own nmain contractor and to nmintain an adequate |evel of
routine mai ntenance during force account activity.

B. I ndi an Housing. The I HA may undertake the nodernization
activities using force account |abor or contract |abor
i ncluding contracting with a Resident Managenment Corporation
(RMO), without prior HUD approval.

C. Both Public and Indian Housing. |If the entirety of a
noderni zation activity (including the planning and
architectural design of the rehabilitation) is adm nistered
by the RMC, the HA shall not retain for any admnistrative
or other reason, any portion of the nodernization funds
provi ded, unless the HA and the RMC provi de ot herw se by
contract.

10-3. INITIATION OF ACTIVITIES. After the FO has approved the Annua
Statement and has entered into the ACC Amendnent with the HA the
HA shall begin to undertake the nodernization activities set
forth in its approved Annual Statenent. ['968.125 or '950. 614]

10- 4. REVI SED REQUI REMENTS FOR Cl AP PROGRAMS | N PROGRESS. Were the HA
is still inplenmenting previously approved Cl AP prograns, the
Departnment will permt the CGP agency, after approval of its
Conpr ehensive Plan, to adm nister both Cl AP and CGP funds on a
simlar basis in certain
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key functional areas. These sane rules shall apply to Mjor
Reconstructi on of Cbsolete Projects (MROP) approved with

Moder ni zati on Project nunbers in FFYs 1986-88 and subsequent FFY
amendments to those MROPs; these same rules do not apply to MROPs



approved in FFY 1989 and thereafter because they were approved as
devel opnent not nodernization. The Departnent's goal is to
provide maxi mum flexibility to the HA, while protecting the
Federal interest, and to avoid HUD and HA operation of dua
prograns with different sets of requirenents. Were there are
significant program deficiencies, the FO may issue either a

noti ce of deficiency or a corrective action order in accordance
wi th paragraph 12-9. Generally through the first operational
year of the HA's participation in the CGP and until there is

evi dence of the HA's performance under the CGP, the FO shal

i ncl ude consi deration of the HA's perfornmance under the CIAP in
determ ning whether a notice of deficiency or a corrective action
order is appropriate. Such notice or order may establish

addi tional requirenents for the CG, as well as the Cl AP.

A Threshol ds for Contracting Actions. Under the Cl AP, HUD
establishes dollar thresholds for prior HUD approval of the
followi ng three contracting activities: (1)
architectural / engi neering and ot her professional services
contracts before execution or issuance; (2) construction
solicitations before issuance; and (3) contract
nodi fications before issuance. There are no simlar
threshol ds under the CGP. However, where HUD i ssues a
noti ce of deficiency or a corrective action order in this
functional area, HUD will establish the same thresholds for
both the CIAP and the CGP. The thresholds will be
establ i shed as high as possible to provide maxi num
flexibility to the HA, while protecting the Federa
interest. Were no notice of deficiency or corrective
action order is issued in this functional area, the HA will
have no thresholds for either ClAP or CGP, and nmay undert ake
the above activities, regardl ess of dollar anmount, w thout
prior HUD approval

B. Construction Requirenents. The construction requirenents
are the sane for both the Cl AP and the CGP. However, where
HUD i ssues a notice of deficiency or a corrective action
order in this functional area, HUD will establish the same
subm ssion requirenents (e.g., periodic construction
progress reports or construction conpletion docunents) for
both the CI AP and the CGP

C. Fund Requisitions. Refer to paragraph 10-5. Were HUD i ssues
a notice of deficiency or a corrective action order in this
functional area, HUD will establish the same review
requirements for both the ClI AP and the CGP
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D. Budget Revi si ons.
1. General Requirenents. The budget revision requirenents
are the same for both the CIAP and the CGP. Refer to

par agr aph 6- 10, Anendnents to Annual Statenent.
However, where HUD issues a notice of deficiency or a



corrective action order in this functional area, HUD
will establish the sane subm ssion requirenents for
both the Cl AP and t he CGP

2. Closing Qut ClI AP Budgets. To close out ol der Cl AP
Budgets, conpleted work itens in CGP Annual Statenents
may be substituted for uncontracted work items in Cl AP
Budgets. \Where undertaking this type of budget
revision, the HA shall notify the FO and request a
di sbursenent adjustnment in LOCCS. The HA shal
identify each grant involved in the adjustnent and, by
grant, the disbursed anpbunts by Budget Line Item (BLI)
to be adjusted. The FO shall request that the Field
Accounting Division (FAD) nmake the di sbursenent
adjustnment. Note: CIAP funds are not transferred from
the original CIAP grant, but remain in and are
accounted for in the original ClAP grant.

E. Senmi - Annual Progress Reports. Under the Cl AP, HUD requires
the HA to submit seni-annual progress reports until al
funds for a particular Cl AP grant are expended. The Cl AP
progress report is due 30 cal endar days after the six-nonth
peri ods ending 9/30 and 3/31. This CI AP requirenent renmains
unchanged because of the Departnent's need to ensure that
all approved Cl AP funds are obligated and expended as
qui ckly as possible by CGP agenci es.

F. Time Extensions. The tinme extension requirenments are the
sane for both the CI AP and the CGP. However, where HUD
i ssues a notice of deficiency or a corrective action order
in this functional area, the HA will not be allowed to
revi se target dates under either the ClI AP or the CGP without
prior HUD approval

G Actual Modernization Cost Certificate (AMCC). Under the
Cl AP, HUD requires the HA to subnit an AMCC when a
particul ar Cl AP grant has been term nated or has been
conpleted with all funds expended. This requirenment remains
unchanged because of the Departnment's need to conplete
fiscal closeout of approved programs. Refer to paragraph
10- 10.
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10-5. FUND REQUI SITIONS. To request CGP funds agai nst the approved Annua
Statement, the HA shall follow the requirenents set forth in the
| atest HUD Notice on LOCCS/ VRS for Modernization Program Areas.
['968.130 or '950.616]
10- 6. CASH MANAGEMENT.
A Accounting Procedures. Refer to Appendix 2-2.

B. Treatnent of Interest |ncone Earned.



C

1. For Cash Drawdowns O her than for Replacement Reserve
U.S. Treasury requirenents provide that the HA shal
di sburse cash within three working days of receipt. As
with all Cl AP funds, the CGP funds that are drawn down
for purposes other than funding the CGP repl acenent
reserve shall be reported in the cal cul ation of
Estimated I nvestnment |ncone/ Target |nvestment |ncone
(EIN/TII) for the calculation of operating subsidy in
the Performance Fundi ng System ( PFS)

2. For Funds in the Replacenent Reserve.

a. The HA is permitted to retain the interest earned
on the replacenent reserve. Such interest incone
is excluded fromthe EII/TII cal cul ation of
operating subsidy in PFS. Even though the
repl acenent reserve funds are excluded fromthe
EII/TIl calculation, the HA shall ensure that the
funds in the replacement reserve earn interest at
or above the operating budget TII rate (average
91-day Treasury bill rate) which coincides with
the HA's CGP reporting period (July 1 through June
30). The interest rate earned on the repl acenment
reserve will be reviewed and reported by the
I ndependent Auditor in the annual audit report.

b. For the day-to day cash managenent of the
repl acenent reserve, the HA shall follow the
requirenents set forth in Notice PIH 96- 33,
Requi red HA Cash Managenent and | nvest ment
Pol i ci es and Procedures, dated June 4, 1996.
These requirenments include conpetitive selection
of a bank, collateralization of deposits, and HUD
approved i nvestnent securities.
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Repl acenent reserve funds, including accrued interest, shal
be used only for eligible nodernization costs.

10-7. TIME EXTENSI ONS. The HA shall not obligate or expend funds after
the obligation or expenditure deadline date approved by HUD in the
original inplenmentation schedule (Part 11l of Annual Statemnent)
without a time extension as set forth in subparagraphs A or B
['968325(i)(2) or '950.656(i)(2)]

A

No Prior HUD Approval. The HA may extend the target dates
for fund obligation and expenditure in the HUD approved
original inplenmentation schedul e whenever any del ay outside
of the HA's control occurs and the extension occurs no |ater
than 30 cal endar days after the existing deadline dates.
Such extension is subject to HUD revi ew under paragraph 12-5
as to the HA's continuing capacity. Exanples of del ay
outside of the HA's control are:



1. Need to use leftover funds froma conpleted
noder ni zation program for additional work. Note: LBP
Ri sk Assessnment funds that are | eftover shall not be
used for other purposes and shall be recaptured after
audi t;

2. Unf oreseen del ays in contracting or contract
adm ni stration;

3. Litigation; or

4, Delay by HUD or other institutions. Note: Delay by
the HA's staff, Board of Conmi ssioners or, where the HA
is part of the local governnment, the |ocal governnent
itself, or a change in the Executive Director is
considered to be within the HA' s control and,
therefore, requires prior HUD approval.

B. Prior HUD Approval. The HA shall not extend the target
dates for fund obligation and expenditures whenever any del ay
within the HA's control occurs or the extension occurs 30

cal endar days after the existing deadline dates. |In such case,
the HA may request FO approval of a tine extension to avoid
recapture of funds. The request shall include an expl anation of
t he del ay, steps taken to prevent future delay, and the requested
extension. FO approval of a tinme extension will allow the PHA
nore time to obligate and expend funds, but will adversely affect
the PHA's PHVAP score on the Mbdernization Indicator, Conponents
#1 and #2.
10-5
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10- 8. CONTRACTI NG REQUI REMENTS. The HA shall conply with the contracting
requirements set forth in 24 CFR 85.36, except as noted in
subparagraphs B and D, and set forth in the Procurenent Handbook
for PHAs and | HAs 7460.8, as revised. ['968.135 or '950.618]

A Wage Requirements. The HA shall conply with the prevailing
wage rate requirenents set forth in Appendix 1-8

B. Assurance of Conpletion. For each construction contract
over $100, 000 or any | esser anobunt required by State or
local /tribal |aw or the HA's own procurenent policy, the
contractor shall furnish a bid guarantee from each bidder
equi valent to 5% of the bid price and one of the follow ng:

1. A performance and paynent bond for 100% of the contract
price; or
2. Separate perfornmance and paynents bonds, each for 50%

or more of the contract price; or
3. A 20% cash escrow, or

4. A 25% irrevocable letter of credit.



C. Prior HUD Approval Under '85.36(g). The HA is exenpt from
the prior HUD approval requirenents of this subparagraph if
the HA requests a HUD deternination, and HUD deterni nes,
that the HA's procurenent systens conply with the standards
of '85.36. If the HA fails to request such a determ nation
or if HUD deternmines that the HA's procurenent procedures or
operation fails to conmply with the standards of '85.36, the
HA shall obtain prior HUD approval when:

1. The procurenent is expected to exceed $100,000 and is
to be awarded without conpetition or only one bid or
offer is received in response to a solicitation; or

2. The procurenent is expected to exceed $100, 000 and
speci fies a "brand nanme" product; or

3. The proposed award over $100,000 is to be awarded to
other than the apparent |ow bidder under a sealed bid
procurenent; or

10-6
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4. A proposed contract nodification changes the scope of a
contract or increases the contract ampunt by nore than
$100, 000 on a noncunul ati ve basi s.

D. Prior HUD Approval Notwi t hstanding '85.36(Q).
Not wi t hst andi ng ' 85.36(g), where HUD issues a notice of
deficiency or a corrective action order in this functiona
area, the HA may be required to submit the follow ng
docunents to HUD for prior approval

1. Proposed agreenment with the architect/engi neer (A/E) or
ot her professional services contractors before
execution or issuance;

2. Conpl ete construction and nanagenent i nprovenent
solicitations before inviting bids or proposals; and

3. Proposed nodifications to constructi on and managemnent
contracts before issuance, except in an energency
endangering life or property.

E. Construction Requirenents. \Were poor performance is
i ndicated, the HA may be required to submt to the FO
periodi c construction progress reports and, for prior HUD
approval, construction conpletion docunments above a HUD- specified
amount. The FO shall notify the HA of additional
construction requirenents by a notice of deficiency or a
corrective action order.

F. Lists of Parties Excluded. The HA shall retain
docunentation on file that the contractor is not included on
the Lists of Parties Excluded from Federal Procurenent or



Nonpr ocur enent Prograns.

G Contracting with Resident-Oaed Busi nesses. The PHA may use
an alternative procurenment when contracting w th businesses
owned in substantial part by public housing residents, as
set forth in 24 CFR Part 963, and with Section 3 business
concerns, as set forth in 24 CFR Part 135. The 1 HA shoul d
refer to 24 CFR 950. 175 for Indian preference requirenents.

10-9.ON-SITE INSPECTIONS. It is the responsibility of the HA, not HUD
to provide, by contract or otherw se, adequate and conpetent
supervi sory and inspection personnel during nodernization
whet her work is performed by contract or force account |abor and
with or without the services of an AAE to ensure work quality and
progress. ['968.140 or '950.6201

10-7
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10- 10. HA SUBM SSI ON OF ACTUAL MODERNI ZATI ON COST CERTI FI CATE ( AMCO)
AND FI NAL REPORT. Upon conpletion or termination of the
noderni zation activities funded by each annual grant and paynent
of all authorized costs, the HA shall subnmt Form HUD 53001
AMCC, to the FO for review before inclusion in the HA' s annua
audit. Conplete instructions for preparing Form HUD- 53001 are
set forth in Appendix 10-1. In addition, the HA shall submt
For m HUD- 52837, Annual Statement/ Performance and Eval uation
Report, marked "final." ['968.145(a) or '950.622(a)]

10-11. HUD REVI EW OF AMCC. Upon receipt of the required docunents, the
FO shal |l review the docunents as foll ows:

A The anounts on the "final" Report and the AMCC nust agree as
to funds approved, obligated, and expended. The FO is not
required to respread the BLIs in LOCCS to reflect actua
expendi tures by BLI

B. The ampunt of funds approved and di sbursed on the AMCC nust
agree with Departnental records in LOCCS

C If the "final" Report and the AMCC indicate that excess
funds have been provided to the HA, the FO shall direct the
HA to remt imrediately the excess funds, wi thout waiting
for the audit, and then subsequently to subnmit a revised
"final" Report or AMCC, showi ng that total funds disbursed,
obl i gated and expended are equal anmpunts. |f the audit of
the AMCC shows that the HA over-remtted funds, HUD will
return the amount of the overrenittance to the HA

D. When the amounts di sbursed, obligated and expended are equa
in LOCCS, the FO shall enter the Pre-Audit End Date in
LOCCS, which stops all reminder letters.

10-12. AUDI T VERI FI CATION OF AMCC. Wien the subnitted documents are
correct, the FO shall notify the HA in witing that the AMCC is
approved for audit and shall be included in the HA' s next



regularly fiscal audit conducted by the |Independent Auditor. The
audit shall follow the guidelines prescribed in 24 CFR Part 44,
Non- Federal CGovernnent Audit Requirements (Single Audit Act of
1984 (31 U.S.C. 7501-7507)). HUD reserves the right to conduct
audits. If the audited AMCC di scl oses unauthorized or ineligible
expendi tures, the HA shall take such corrective actions as the FO
may direct. ['968.145(b) or '950.622(b)]

10-8
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10- 13. HUD APPROVAL OF AMCC. Upon receipt of a copy of the audit
report fromthe HA, the FO shall review the audit report to
determine ff the audited costs agree with the costs shown on
the AMCC. If the audited AMCC i ndicates that there are
still excess funds, the HA shall remt the excess funds, as
directed by the FO. If the audited AMCC di scl oses
unaut hori zed expenditures, the HA shall take such corrective
actions as the FOmy direct. After all audited costs have
been reconciled, the OPH Director/ ONAP Adm ni strator shal
approve the AMCC. After signature, the FO shall distribute
the original and copies of the approved AMCC as foll ows:

A To the HA, one copy for records purposes.

B. To HUD Counsel's files, one copy for attachnent to the CGP
Amendnent. Where necessary, the AMCC shall serve to
automatically anend the CGP Anendnent to reduce the anpunt
of the annual grant to the actual nodernization cost.

C. To the FO program files, one copy for records purposes.

D. To the FAD, the original for entry of the Post-Audit End
Date in LOCCS

1. Where HUD records (LOCCS) and HA records (audit) agree
as to funds obligated, expended and di sbursed, the FAD
shall imediately enter the Post-Audit End Date in
LOCCS, which interfaces with PAS to record that the
grant has been cl osed out.

2. Where the HA owes funds to HUD (i.e., the amount
di sbursed by LOCCS is greater than the ampunt obli gated
and expended by the HA per the audit), the FAD shal
establish an accounts receivable in PAS through LOCCS
which will autonatically adjust the obligation and
expenditure information downward by the anount of the
receivable. 1In addition, the FAD shall record the
receivable in the Departnental Accounts Receivables
Tracki ng System (DARTS). Upon receipt of the
remttance by the Departnent, the FAD shall record the
remittance so that the anmount disbursed by LOCCS is
equal to the anount obligated and expended by the HA
per the audit. The FAD then shall enter the Post-Audit
End Date. The HA shall remt as follows:



a. Where the renmttance is $2,000 or less, the HA
make out a check payable to the Departnment of HUD
and notate on
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the check the Mddernization program area (" COW"
"Cl AP* or "LBP") and the grant nunmber. The HA
shal |l send the check to NationsBank, Excess

Fi nanci ng, P.O Box 100144, Atlanta, GA 30384

b. Wiere the remttance is over $2,000, the HA shal
request is financial institution to wire the funds
to HUD in accordance with instructions set forth
in the Financial Managenent Handbook 7485.1, as
revised. The wire transfer shall identify the
Moder ni zati on program area and the grant nunber

3. VWhere HUD owes funds to the HA (i.e., the anpunt
di sbursed by LOCCS is | ess than the amunt obli gated
and expended by the HA per the audit), the FAD shal
enter the Post-Audit End Date and the anount owed by
HUD. LOCCS will automatically adjust the obligation
and expenditure information upward by the anount which
HUD owes and generate a voucher for that anount. After
FO revi ew and approval, LOCCS will generate a letter to
the HA identifying the grant for which the additiona
payment i s being made.

4. After the FAD enters the Post-Audit End Date, al
undi sbursed bal ances will be automatically recaptured
through LOCCS. The FOis no longer required to prepare
PAD fornms to recapture excess authority.

10- 14. CGP PHASE- OUT AND USE OF REPLACEMENT RESERVE. |f the HA's unit
count falls below the CGP | evel s as described in paragraph 3-7C,
the HA shall use its replacenent reserve only for eligible
noder ni zation activities, as approved by the FO

10-10
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CHAPTER 11. HA RESPONSI BI LI TY: ANNUAL REPORTI NG REQUI REMENTS

11-1. OBJECTIVE. The objective of this Chapter is to set forth the
annua
reporting requirenents for HAs with previously approved annua
grants and with funded repl acement reserves. [Sec.14(e)(4)(A]

11- 2. PROGRAM YEAR/ REPORT DEADLI NE. The CGP program year is established for
the 12-nmonth period fromJuly 1 through June 30. By Septenber 30
of each year for the program year ending June 30, the HA shal
annual ly submit to the FO the Performance and Eval uati on Report
for each approved Annual Statenent, where the HA is stil
expending funds. The first Report after a grant is approved is
due by Septenber 30 of the FFY follow ng grant approval; e.gqg.
the first Report for the 1996 grant woul d be due 9/30/97 for the
program year endi ng June 30, 1997. ['968.330 or '950.658]

11- 3. RESI DENT AND LOCAL/ TRI BAL GOVERNVMVENT PARTI CI PATI ON. Refer to
par agr aph 9- 3.

11- 4. PERFORMANCE AND EVALUATI ON REPORT. The annual Report is
conprised of the foll owi ng docunents:

A For m HUD- 52837, Annual St atenent/Perfornmance and Eval uation
Report is a conmbined form pernitting the HA to report on
its progress in inplenenting a particular annual grant, as
set forth in the Annual Statenent. A sanple Form HUD- 52837
is contained in Appendix 6-1. A separate Form HUD- 52837 is
submitted for each annual grant for which the HA is stil
expendi ng funds and i ncl udes:

1. Report on the status of each najor work category,
expl ai ni ng any additions, deletions or nodifications of
any maj or work category, such as the addition of any
energency work, or changes to the Annual Statenent by
substituting maj or work categories fromthe Five- Year
Action Plan or other approved nodernizati on budgets;

2. Were funds were budgeted for HA-w de physi cal
i nprovenents, identification of the actua
devel opnent s/ nunber of units where the funds were
expended;

3. Cunul ative fund obligations/expenditures for each
devel opnent and HA-wi de activity; and

11-1
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4. Report on the HA's Performance with respect to the
target dates established in Part 111, Inplenentation

Schedul e, and an expl anati on of any revised target
dates where the HA has sel f-extended due to del ay
outside of the HA's control or where HUD has approved a
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time extension due to delay within the HA's control .
The HA shall nmintain adequate docunentation in its
files to support such extensions.

B. Narrative Report on resident and local/tribal governnent
participation during CGP inplenentation and a sunmary of
conmments received on the draft Report.

C. Board Resol ution approving the Perfornmance and Eval uation
Report and certifying that residents had an opportunity to
review and conment on the draft Report.

Note: At the sane time the Performance and Eval uati on Report is
submitted, the HA shall subnit Form HUD- 60002, Econonic
Qpportunities for Low and Very Low I ncome Persons in Connection
with Assisted Projects, as required by 24 CFR Part 135.

PERFORMANCE AND EVALUATI ON REPORT ON REPLACEMENT RESERVE. Were the
repl acenent reserve (Account 1490) has been funded with CGP funds,
the HA shall annually submt Form HUD- 52842, Annual

St at ement / Per f or mance and Eval uati on Report on Repl acenent Reserve,
and a Board Resol ution, approving the Report, to the FO by
Septenber 30 for the programyear ending June 30. The first Report
after the replacenent reserve is funded is due by Septenber 30 of
the FFY followi ng funding; e.g., the first Report for a repl acenent
reserve that was first funded by the 1996 grant woul d be due

9/ 30/97 for the programyear ending June 30, 1997. \Were the

repl acenent reserve has been funded from nore than one grant, the
HA shal |l submit one conbi ned Report on Replacement Reserve. The HA
shall continue to submit the Report on Repl acenent Reserve until

all funds in the replacenment reserve have been withdrawn/ expended.
A sanmpl e Form HUD- 52842 is contained in Appendix 11-1 and addresses
the foll ow ng:

A Reserve Funded, No W't hdrawal / Expenditure. \WWere the
repl acement reserve has been funded, but no funds have been
wi t hdr awn/ expended, the HA shall annually conplete Part 1,
Section 1, Replacenent Reserve Status, on the estinmated and
actual interest incone earned on the replacenent reserve.
Refer to paragraph 10-6B regardi ng treatnent of interest
i nconme ear ned.
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B. Pl anned/ Actual Wthdrawal. Were the HA wishes to
wi t hdraw expend funds fromthe funded repl acenent reserve to
carry out eligible nodernization activities, the HA shall
conplete Part |, Section 2, Replacenment Reserve Wt hdrawal
Report, and Part |I, Supporting Pages, which serve as the
Annual Statenent for replacenent reserve funds. The HA should
submit these Parts to the FO for approval before
wi t hdr awi ng/ expendi ng funds. After FO approval, the HA shall
annual ly conplete these Parts, as well as Part |, Section 1,
for the annual Report on Repl acenent Reserve.
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CHAPTER 12. HUD RESPONSI BI LI TY: REVI EW OF HA PERFORMANCE

12-1. OBJECTIVE. The objective of this Chapter is to provide guidance
to the FO on devel oping and carrying a nonitoring strategy and to
set forth requirenents for an annual in-office review, resulting
in an annual determ nation of HA perfornance, and for
conmuni cati on of deficiencies and design of corrective action.

A
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A CGP nonitoring strategy should be designed to:

1. Establish a framework for determi ning the appropriate
I evel of nmonitoring for each HA, consistent with
avai |l abl e resources;

2. Obtain sufficient information to nmake the
determinations required by paragraph 12-8, regarding
the HA's confornmity with the Conprehensive Plan
continui ng capacity, and reasonabl e progress;

3. Support the HA's flexibility in planning and carrying
out its nodernization strategi es under the CGP

4. Det erm ne HA conpliance with programrequirenents;
5. Ensure that nodernization work is progressing

efficiently and effectively to preserve or restore
housing to decent, safe and sanitary condition for

resi dents;

6. Assure that Federal funds are being managed properly
and not being wasted or used for fraudul ent purposes;
and

7. Assist the HA to inprove its performance, and enhance

its managenment and technical capacity.

In reviewing HA performance under the CGP, the FO shal
determi ne whether the HA is conplying with the statutory and
regul atory requirenents of the CG. 1In the area of
managenent i nprovenents, the FO wi |l deterni ne whether the
HA carried out the activities set forth in its Annua

St atement or Five-Year Action Plan, but not whether those
activities resulted in the correction of the identified
managenent deficiency. For exanple, a PHA has a managenent
deficiency under the Public Housi ng Managenent Assessnent
Program (PHVAP) rel ated to vacancy nunber and percentage and
the PHA' s proposed activity to correct the

12-1

deficiency is to devel op and issue a revi sed occupancy
manual as a CGP-funded managenent inprovenent. 1In
eval uating performance under the CGP, the FO wi |l determ ne
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whet her the PHA issued the nanual within the established
target date, but not whether vacancies were actually
reduced. In whether vacancies were actually reduced and
take appropriate action to renedy any |lack of performance in
achi eving vacancy reducti on.

C. In conducting reviews for HA conpliance with CGP
requi rements under subparagraph B, including on-site
nonitoring reviews, the FO shall deterni ne whether the HA is
carrying out the physical and nanagenent i nprovenent
activities set forth in the Annual Statenent or Five-Year
Action Plan. If during the conduct of such reviews, the FO
i dentifies new managenent deficiencies, through PHVAP or
ot her nmonitoring, not addressed in the HA's Conprehensive
Pl an, the FO shall pursue correction under the PHVAP for
PHAs or under '950.135 for |IHAs. Were new management
deficiencies are subsequently addressed in a Menorandum of
Agreenment (MOA)/ I nprovement Plan (IP) for PHAs or a
Managenent | nprovenent Plan (M P) for they shall result in
an anendment to the Managenent Needs Assessment in the
subsequent year FFY, as needed.

APPROACH TO CGP MONI TORI NG The FO shoul d view CGP nonitoring not
as a once a year or periodic activity, but as a continuous process.
Such a process involves tel ephone contacts, witten
conmuni cati ons, analysis of reports and audits, and periodic
nmeetings. The overriding goal of nonitoring should be to avoid
deficienci es and, where possible, to ensure satisfactory HA
performance. The enphasis should be on prevention, detection

and correction, with a positive attitude on the part of HUD

staff. Wenever possible, deficiencies should be corrected

t hrough di scussion, negotiation or technical assistance in a
manner that maximzes HA flexibility and discretion. The two
maj or types of CGP reviews, the on-site nonitoring review and the
annual in-office nonitoring review, are discussed in paragraphs
12-5 and 12-7, respectively.

SCOPE OF CGP MONI TORING.  Section 14(e)(4)(B) of the Act requires
that HUD, at |east annually, conduct whatever reviews are
necessary to determi ne whether the HA has carried out its
activities on a tinely basis in conformance with its
Conprehensive Plan, has a continuing capacity to carry out its

Pl an, and is maki ng reasonabl e progress toward sati sfying
Secretary-prescri bed performance standards and toward conpl etion
of its nodernization. As further defined by the regul ation, CGP
noni toring focuses on six key areas which are:
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1) tineliness of work; 2) conpletion of physical work to
noder ni zati on and energy conservation standards; 3) eligibility
of work itenms in relation to overall eligibility, specific
programrul es, and consistency with the Annual Statenent and

Fi ve- Year Action Plan; 4) conpliance wth procurenent

requi renents; 5) conpliance with financial mnmanagenent
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requi renents; and 6) reasonable progress to neet the needs
identified in the Physical and Managenent Needs Assessnents,
whet her or not these needs are funded by the CGP. Non-CGP
nonitoring may produce information or reports that can be

i ncorporated into CGP nonitoring.

USE OF RISK ANALYSIS. The FO shall use a risk anal ysis nethodol ogy
to: establish priorities for nonitoring; deternine the nost
effective use of staff and travel resources; deterni ne which HAs
require nmore frequent on-site nonitoring than the tinme frames in
par agraph 12-5C;, identify the functional areas within the CG to
be enmphasi zed; and determine the intensity of the on-site review
Use of risk analysis will ensure that those HAs which represent
the greatest vulnerability to fraud, waste, and m snanagenent
receive a level of nonitoring appropriate to their |evel of

vul nerability. The FO shall conduct a risk analysis for each HA
using the followi ng four general risk factors: program
conplexity; local capacity; recent problens; and past nonitoring.
Based on the significance of the problenms identified, the FO
shall prioritize HAs for on-site review and establish its

noni toring strategy.

A Program conpl exity includes, but is not linmted to:
1. Large CGP grant anounts
2. Large nunber of high cost devel oprments;
3. Activities involving subgrantees, such as RMCS; and

4. Moder ni zation activities which are particularly conpl ex
or which involve multiple parties.

B. Local capacity includes, but is not limted to:
1. Staff turnover
2. Experience | evel of HA staff;

12-3
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3. Past ability to adequately carry out Cl AP or CGP
activities and responsibilities;

4, Adequacy of progress;

5. Productivity of staff; and

6. Previ ous Cl AP experi ence.
C. Recent problens include, but is not linted to:
1. | naccurate or inconplete reports;

2. Audit findings or no audit;
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findi

3. Resident/citizen comments or conplaints, including those
recei ved under paragraph 11-4B;

4, Failure to neet inplenentation schedules set forth in
approved Annual Statenents;

5. | ssues renmaining froma previous nonitoring review,
6. Trendi ng which indicates that a problemis worsening;
and

7. Li ti gation.

Past nonitoring includes, but is not linmted to:

1. Recurring findings;

2. Inability to clear findings adequately;

3. Need to review actions taken to clear previous
ngs; and

4. No on-site review for a | ong period of tine.

ON- SI TE CGP MONI TORI NG REVI EW

Intensity of On-Site Review. The on-site CGP nmonitoring
review may be a limted review or an in-depth, conprehensive
review of the HA's CGP activities. The intensity of the
review shall be dictated by the risk analysis factors

descri bed in paragraph 12-4. HAs with |arge, conplex CGP
prograns and PHAs which are
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desi gnated Mod Troubl ed under the PHVAP shall receive in-depth
nmonitoring. HAs that have not been nonitored in-depth

in the recent past or whose capacity has been weakened due

to staff turnover also nmay be schedul ed for nore intensive
revi ews.

Frequency of On-Site Review. The following tine franes are
the standards for the frequency of on-site reviews.

However, on-site reviews may be conducted nore or |ess
frequently, based on the FO s use of risk analysis in

par agraph 12-4. The on-site CGP review may be conbined with
other reviews to maxinize the use of staff and trave

resour ces.

1. For PHAs designated Mbd Troubl ed under the PHVAP, the
standard for on-site nmonitoring is two times per year.

2. For all other HAs, the standard for on-site nonitoring
is once a year.
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Coverage of On-Site Review. The FO is responsible for

det erm ni ng whet her the HA has adequate systens and controls
in place to ensure its own conpliance with program
requirenments during its inplenentation of the CG, and for
nonitoring the HA's adherence to its own systens and
controls. The FO shall review the HA's systens and test
whet her those systens are working by sanmpling the HA' s
activities in the followi ng areas during the on-site review

1. HA inspection reports to determ ne whether the HA or
its architect has adequately inspected its
noderni zation activities to ensure that the physica
work is being carried out in accordance with the plans
and specifications;

2. I nspection of the physical work conpleted and in
progress to ensure that the activities undertaken are
el igi bl e noderni zation activities and in conpliance
with the nodernization and energy conservation
standards and with program accessibility requirenents
at 24 CFR 8. 23 regardi ng substantial and other
alterations, and that any problens with work quality
are being corrected;

3. I nspection of units and review of HA annual unit
i nspections reports to determi ne the extent to which
physi cal needs identified in the Physical Needs
Assessments have been met

12-5

and brought up to the nodernization and energy
conservation standards;

4, Supporting docunentation, maintained on file at the HA
in support of the Conprehensive Plan, to ensure that
noderni zation activities are consistent with the needs
i dentified; and records docunenting the degree and
adequacy of resident consultation and participation

5. Conpliance with requirenments for procurenent and
contract adm nistration;

6. Correctness of HA revisions to the Annual Statenent
whi ch did not require prior HUD approval;

7. Conpliance with HUD financial managenent and accounting
requirenents with respect to the HA's internal controls
for its nodernization program as determ ned by the
fiscal audit;

8. Conpliance with other statutory and regul atory
requi renents, such as displacenent, relocation and
acqui sition requirenents;



9. Revi ew of the HA's progress toward obligating and
expendi ng funds and conpleting the work set forth in
the Annual Statenent;

10. Analysis of the HA's overall capability and the need
for additional nonitoring;

11. HA' s conpliance with carrying out nanagenent
i nprovenent activities set forth in the Annual

Statenment or Five-Year Action Plan; i.e., the HA
undertook or is undertaking what it planned to
undert ake;

12. O her concerns resulting fromthe use of risk analysis
or fromthe annual in-office CG nonitoring review and

13. Were the environnental reviews are conducted by the
responsible entity, there is a separate Environnental
Revi ew Record (ERR) for each devel opment in the Five-Year
Action Plan, which neets all requirements of 24
CFR Part 58; and no physical activities were initiated
and no grant funds were obligated or expended before FO
execution of Form HUD
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7015.16, Notice of Renmpval of Grant Conditions.
12- 6. CONFI RMATORY REVI EW RI SK ASSESSMENT.

A Publ i ¢ Housi ng PHVAP Confirmatory Review. The PHVAP
confirmatory review is an on-site validation of a PHA' s
performance under all of the PHVAP indicators. The
confirmatory reviewis performed to verify FO docunmentation
and information to which the PHA has certified regarding its
performance. The PHVAP confirmatory review is a separate
activity fromthe on-site CG nonitoring review, although
both nmay be conducted during the same visit to the PHA
However, the PHVAP confirmatory review presents an
opportunity to verify Fo information concerning PHA
per formance under the PHVAP indicator relating to
noder ni zati on.

B. I ndi an Housing Ri sk Assessnent and Deternination for
Al l ocation of Resources (RADAR). The RADAR is an annual in-
of fice evaluation of the IHA's conpliance with programmtic
requi rements and risk assessnent for the purpose of
prioritizing FO nonitoring of |HAS

12-7. ANNUAL | N-OFFI CE CGP MONI TORI NG REVI EW  The FO shall annual Iy
conduct an in-office review during the 75-day period of Cctober 1 - -
Decenmber 15. In the beginning of the HA's participation in the
CGP, the FO shall assess the HA's performance under the Cl AP.

After the first full operational year of the CG for any given
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the FO shall not consider Cl AP experience, except where the

HA has not yet had conparabl e experi ence under the CGP

A
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Sources of Information. The annual in-office review uses
data available at the FOto nonitor HA perfornmance under the
CGP. At a minimum these data shall include, but not be
limted to:

1. Required CGP reports, including: Form HUD- 52837,
Performance and Eval uation Report; narrative report on
resident and local/tribal governnent participation
during CGP inplenentation and summary of conments
received on draft Report, as set forth in Chapter 11
and, where applicable, Form HUD 52842, Perfornmance and
Eval uati on Report on Repl acenent Reserve;

2. Lat est HUD- approved Conprehensive Plan, including the
Five- Year Action Plan, and the Annual Statenent;
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3. Most recent PHMAP/ RADAR ratings, to determine the HA's
overal |l performance and whether the HA is adequately
addr essi ng managenent deficiencies identified by the
PHVAP/ RADAR (see paragraph 12-6);

4, Previous nonitoring reports, including Cl AP reviews,
PHVAP confirmatory revi ews, and other reviews;

5. I ndependent audit reports;

6. Litigation records;

7. Contract files, where prior HUD approval was required;
and

8. Coordi nation with other functional areas, such as

Conmuni ty Pl anni ng and Devel opnent, Labor Rel ati ons,
Fair Housing and Equal Opportunity, HUD Counsel, and
the Contracting Oficer, as appropriate.

Revi ew of CGP Report Submi ssion. As part of the annual in-house
review, the FO shall review the CGP report subni ssion

fromthe HA using the Annual In-Ofice CG Mnitoring

Revi ew and HUD Det ermi nations Checklist in Appendix 12-1. A
copy of the conpleted Checklist shall be retained in program
files for each HA

1. Conpl et eness Review. Wthin 14 cal endar days of
receipt, the FO shall review the Report for
compl eteness. The FO shall pronptly either return the
i nconpl ete Report to the HA for correction and
resubm ssion or, for mnor changes, record a tel ephone
correction fromthe HA. Wiere the FO determni nes that
the Report is conplete, no letter to the HAis required



and the FO shall enter receipt of the Report in LOCCS
before reviewi ng the Report for substance. If the FO
does not enter receipt of the Report within 30 days
after the due date of Septenber 30, LOCCS will
automatically suspend future paynments for the grant.
The HA shall neke any additions or nodifications
resulting fromthe conpleteness review within 30

cal endar days fromthe date of return by the FO

2. Substantive Review. After the Report has been determ ned
to be conplete, the FO shall conduct the substantive
review and nmake the determ nations set forth in paragraph
12-8, using the Checklist in Appendix 12-1.

12-8
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12-8. HUD DETERM NATI ONS. At least annually, in conjunction with the

annua

in-office nonitoring review in paragraph 12-7, and at any ot her
time during the year where circunstances warrant new
determinations, the FO shall make the foll owi ng determ nations.

[ Sec.

A

14(g); Sec. 14(e)(4)(B)]; [ ' 968.335(a) or ' 950.660(a)]

Conformity with Conprehensive Plan. The FO shall determ ne
whet her the HA has carried out its activities in a tinely
manner and in accordance with its Annual Statement, |atest
HUD- approved Five-Year Action Plan, and other statutory and
regul atory requirenents

Conti nuing Capacity. Although the FO deternines whether a
PHA is Mbd Troubl ed under the PHVAP or an IHA is high risk
under '950.135, the FO shall deternine whether the HA has a
continuing capacity to carry out its Conprehensive Plan in a
timely manner and expend the annual grant funds.

1. In general, HUD expects that the HA will obligate its
current year's allocation of CG funds within two years
of the date of receipt fromHUD and expend such funds
within three years of the date of receipt from HUD,
unl ess longer tinme frames are initially approved by the
FO.

2. The FO shall give particular attention to HA efforts to
accel erate the progress of its nodernization program
and to prevent the recurrence of past deficiencies or
nonconpl i ance with applicable |laws and regul ati ons.

Reasonabl e Progress. The FO shall deterni ne whether the HA
has satisfied, or has nade reasonabl e progress towards
sati sfying, the follow ng perfornmance standards:

1. Wth respect to the physical condition of each
devel opment whet her the HA has brought, or is naking
reasonabl e progress toward bringing, all of its
devel opments to the noderni zati on and energy
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conservation standards; and

2. Wth respect to the managenment condition of the HA
whet her the HA has inplenmented or is inplenenting the
work specified in the Annual Statenent or Five- Year
Action Plan, which are designed to address deficiencies
i dentified through the PHVAP/ RADAR, HUD reviews, or
audits.
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12-9. DOCUVENTS FOR COVMUNI CATI NG DEFICIENCIES. In the CG, there are

t hree

nmet hods for comuni cating HUD determni nati ons of deficiency: a
letter; a notice of deficiency; and a corrective action order

A

Letter. A letter shall cover mnor issues, situations where
simlar | apses have generally not occurred in the past, or
errors which are infrequent and not typical of the HA's
performance. A letter may provide non-bi ndi ng advice
concerning HA priorities and other matters invol ving
judgenent. A letter nay be used alone or refer to an
attached notice of deficiency or corrective action order
whi ch covers nore serious concerns. For exanple, a letter
covering a variety of minor concerns, such as occasiona

| apses in mai ntenance or conpl ete back-up data, may
reference an attached corrective action order prescribing
steps to be taken regarding a serious, |ong-standing
procurenment issue.

Noti ce of Deficiency or Corrective Action Order
['968.335(b) and (c) or '950.660(b) and (c)]

1. A notice of deficiency shall be issued, in lieu of a
letter, when the deficiency is of a nore serious
nature, has persisted for a substantial period of tineg,
or represents a pattern of errors and the FO believes
that the HA will pronptly conply with the FO request

that the HA take corrective action. It is inmportant to
note that, in a notice of deficiency, the FO requests,
not orders corrective action by the HA. It is not

necessary for HUD Counsel to review and approve a

noti ce of deficiency because the notice does not becone
a part of the ACC Anendnment. The notice shall be

i ssued by the OPH Director/ONAP Adni ni strator

2. A corrective action order shall be used to address the
sanme type of deficiencies as a notice of deficiency in
cases where the FOis not confident that the HA will
conply unless corrective action is ordered, not
requested. It is not necessary for a notice of
deficiency to precede a corrective action order
However, if a notice has been issued and the HA has not
conplied, a corrective action order should be issued
qui ckly to ensure conpliance. A corrective action



order shall be concurred in by HUD Counsel and issued
by the OPH Director/ ONAP Administrator. An order
becones a formal part of the ACC Amendnent and is
enforceabl e by declaration of breach of the ACC or by
wi t hhol di ng funds.

12-10
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3. A notice of deficiency or corrective action order shal
i ncl ude the foll ow ng:
a. A citation of the section of the regul ation which
has been vi ol at ed;
b. A statenment of actions that the HA has taken or

failed to take which are in violation of the
referenced citation(s). The HA's failings must be
fully docunented by current, accurate information
and based on a adequate sanple to show the extent
and frequency of the problem and

c. A description of the corrective action HUD is
requesting (in the case of a notice of deficiency)
or requiring (in the case of a corrective action
order), the date on which it is to be acconplished
(where applicable), and any related reporting
requirenents. Corrective action may include not
only a requirenent that the HA correct the
deficiency, but also such actions as subnmitting
addi tional information, subnmitting docunents for
prior HUD approval, and not expending funds for
particular activities, except with prior HUD
appr oval

12-10. PROCEDURES FOR COVMUNI CATI NG DEFI CIENCIES. A letter, notice of
deficiency, or corrective action order rmay be issued at any time.
However, to ensure that HUD determi nations are nmade at | east
annual ly, as required by the statute, and conmuni cated
appropriately to the HA, the FO shall nmake an annua
det erm nation of deficiencies.

A Annual Deternmination. During the period of Cctober 1 -
Decenber 15, the FO shall annually deterni ne whether the HA
has any deficiencies listed in subparagraph C and determ ne
whet her any new notice of deficiency or corrective action
order should be issued and whet her any outstandi ng notices
or orders should be revised or w thdrawn.

B. Communi cation to the HA

1. No | ater than Decenber 15 of each year, at the
compl etion of the in-house review, a letter shall be
sent to each CGP agency stating that there are no
deficienci es under subparagraph C or describing any
deficiency determ ned under subparagraph C. Were
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deficiencies are identified, the letter may include a
proposed new or revised notice or

12-11

order or wi thdraw ng outstanding notices or orders, as

appropriate. Similarly, at the conpletion of any on-site

monitoring, the FO shall send to the HA a witten
summary of the nature of the visit and a statenent of
any deficiencies found, attaching any proposed new or
revised notice or order or w thdraw ng outstanding
noti ces or orders, as appropriate.

The FO shall send any proposed new or revised notice or
order to the HAwith an invitation to discuss or
coment on it within the next 30 cal endar days.

Letters which do not include a notice or an order as an
attachnent do not need to include an invitation for
comrent since they are advisory in nature and cover

m nor issues or provide non-bindi ng advice.

Based on discussions with or information fromthe HA
the FO may revise the deternination of deficiency or
the proposed corrective action for such reasons as nore
current or accurate information, a new assessment of
the nature of the deficiency, or a proposal of nore
appropriate corrective action, or nmay determ ne that

i ssuance of a notice or order is not appropriate at
that particular tine.

At the conclusion of the 30-day period, the FO shal
send to the HA the letter either with the notice or
order or informng the HA that no notice or order wll
be issued at that time, including the reasons why.

Basis for Notice of Deficiency and Order of Corrective
Action. The FO may issue a notice of deficiency or
corrective action order only if the FO nakes a deterni nation
of one of the follow ng conpliance deficiencies: [Sec.
14(e)(4)(D)]; ['968.335(d) or '950.660(d)]

1

The HA has not subnitted the required annual Report in
accordance with Chapter 11;

The HA has not carried out its activities under the CGP
in atinely manner and in accordance with the Annua
Statement or the | atest HUD approved Five-Year Action
Pl an, or other HUD requirenents, as set forth in

par agr aph 12- 8A;

The HA does not have a continuing capacity to carry out
its Conmprehensive Plan in a tinmely manner or expend its
annua

12-12



7485.3 G

7485.3 G
grant funds, as set forth in paragraph 12-8B

4. The HA has not satisfied, or has not nmade reasonabl e
progress towards satisfying, the perfornance standards
specified in paragraph 12-8C. Failure to neet PHVAP
performance standards is not a nanagement deficiency
under the CGP; however, failure to carry out actions and
strategies identified in the Annual Statenent or Five-Year
Action Plan to renedy PHVAP failures is a deficiency
under the CGP

5. An audit conducted in accordance with 24 CFR Part 44 or
other HUD reviews reveal s deficiencies that the FO
reasonably believes require corrective action

6. The HA has failed to repay HUD for ampunts awarded under
the CGP that were inproperly expended; or

7. An IHA is determined by HUD to be high risk in accordance
with '950.135, or the IHA fails to nmeet, or make
reasonabl e progress toward neeting, the goals established
inits MP under '950.135.

Purpose of Corrective Action. The FO shall design corrective
action to: prevent a continuation of the deficiency; mtigate
any adverse effects of the deficiency to the extent possible;
and prevent a recurrence of the same or sinilar deficiencies.

Types of Corrective Action. The FO may direct the HA to take
one or nore of the followi ng corrective actions to bring it
into conpliance: ['968335(e) or '950.660(e)]

1. Correct the deficiency in a time period prescribed by
HUD;

2. Submit additional information
a. Concerning the HA's administrative, planning,

budgeti ng, accounting, nanagenent, and eval uation
functions, to deternine the cause for the HA not
meeting the standards in paragraph 12-8;

b. Expl ai ning any steps that the HA is taking to
correct the deficiencies;
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C. Docunenting that HA activities were consistent
with the HA's Annual Statenent, Five-Year Action
Pl an, or other applicable | aws, regul ations, or
program requirenents; and



d. Denonstrating that the HA has a continuing
capacity to carry out the Conprehensive Plan in a
timely manner.

3. Subnmit schedul es for conpleting the work identified in
its Annual Statenent and report nore frequently on its
progress in neeting the schedul es;

4. Not wi t hst andi ng ' 85.36(g), subnmit to HUD the follow ng
docunents for prior approval, which may include, but
are not limted to:

a. Proposed architectural/engineering (A E) and ot her
pr of essi onal services contracts before execution

b. Conpl ete construction and bid docunents before
i ssuing solicitations,

C. Proposed award of contracts, including
construction and equi pnent contracts and
managenent contracts; or

d. Proposed contract nodifications prior to issuance.

5. Submit supporting material to docunent one or nore of
the statenments, resolutions, and certifications
submitted as part of the HA's Conprehensive Pl an
Annual Statenment or Performance and Eval uati on Report;

6. Not to incur financial obligations. Note: The FO may
suspend paynents for one or nore activities;

7. Rei mburse, from non-HUD sources, one or nore program
accounts for any anounts inproperly expended;

8. Submit to an alternative nmanagenent strategy which may
i nvol ve third-party oversight or adm nistration of the
nmoderni zati on function; or

9. Take such other corrective actions that the FO
determines appropriate to correct HA deficiencies
consistent with

12-14
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out st andi ng regul ati ons and gui dance.
Assessnent of Conpliance with Notices and Orders. The FO
shal | nonitor conpliance with all reporting dates and
progress deadlines established in the notice of deficiency
or corrective action order and shall assess all outstanding

noti ces and orders to determi ne the foll ow ng:

1. I f progress under the notice or order has been
sufficient to elinmnate or substantially reduce the



deficiency, the notice or order shall be term nated by
notification to the HA. A copy of this notification
shall be attached to the ACC Anendnent.

2. I f progress under the notice or order has been poor
the FO shall consider ordering alternative corrective
action by issuing a new, nore stringent notice or
order, or changing froma notice to an order. The new
notice or order nust conply with all provisions of
paragraph 12-9B and 12-10B, including consultation with
the HA

3. If the HA has failed to take the action required in a
corrective action order, the FO shall either issue a new
order, take steps toward declaration of breach of the ACC
with respect to all or sone of the HA's functions, issue
sancti ons agai nst responsi bl e individuals, take steps
toward w thhol ding funds, or take other sanctions
aut hori zed under |aw or regul ation, as described in
par agraph 12-12.

12-11. GUI DANCE FOR DETERM NATI ON OF DEFI CI ENCI ES AND DESI GN OF
APPROPRI ATE
CORRECTI VE ACTI ON.

A General Principles. Section 119 of the Housing and
Conmuni ty Devel opment Act of 1987, in establishing the CGP
stated as one of its purposes "to provide considerable
discretion to HAs to decide the specific inprovenents, the
manner of their execution, and the tining of the expenditure
of funds in the nodernization of devel opments under Section
14 of the United States Housing Act of 1937." Accordingly,
not only is the scope of HUD's up-front review of the
Conprehensive Plan and Annual Statenent nmarkedly limted,
but HUD review of program operations should al so encourage
and permt HAs as nmuch flexibility as possible, naintaining
conpliance with the Iaw, regul ations, and ot her HUD
requi renents.

12-15
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1. Al'l thresholds applicable in the CIAP are automatically
renoved for the CGP program (see paragraph 10-4).
Therefore, any notice or order establishing prior HUD
review shall be based on an up-to-date assessnment of
current capability as well as recent experience and
past performance. For an HA just entering the CGP, ff
the HA's submissions under the Cl AP were substantially
correct, there should be no need to inmpose thresholds
for the CGP

2. Al'l notices and orders shall be based on one of the
deficiencies in paragraph 12-10C. Failure to conply
with Cl AP requirements, such as failure to submt
required information in a tinely manner, is not a basis



for a CGP notice or order. However, notices and orders
should be fully considered in the first year of the
CGP, based on Cl AP experience in relation to the
specific deficiencies listed in paragraph 12-10C.

Corrective action shall be targeted at and justified by
the specific deficiency to which it is addressed.

Failure to take the corrective action specified in a
notice is grounds for issuance of an order where the
original deficiency still exists. However, failure to
take the correction action specified in a notice is not
grounds for issuance of an order where the origina
deficiency no |onger exists. For exanple, if a notice
requests prior HUD approval of contracts because there
has been a finding that work has not been done to the
nmoder ni zati on standards and the HA has not submitted
its contracts for prior HUD review, an order cannot be
i ssued to correct that deficiency unless the work is
still not being done to the nodernization standards.

If the HA uses CGP funds for ineligible purposes, the
FO may use an order to require the HA to repay HUD from
nonprogram funds. |f such repaynment is not

forthconming, the FO may recomend withhol di ng of a
portion of the HA's next year's grant pursuant to

par agraph 12-12.

Itens that are repaired or replaced in one year may
sometines require repair or replacenent in a subsequent
year. Generally, such action should not result in a
determination of a deficiency. However, where the HA
has had a docunmented high rate of failure of a
particul ar piece of equipnment or a rehabilitation
practice with a usable

12-16
7485.3 G
lifetime well bel ow expected norns for the situation
and degree of wear, the FO nay issue a notice or order

to prevent the HA fromcontinuing to use that type of
equi prent or rehabilitation practice.

B. Exanpl es of Use of Letters, Notices, and Orders.

1

If the HA expends CGP funds on an ineligible item the
FO shall direct the HAin witing to charge the itemto
anot her program if appropriate, and rei nburse the CGP
The FO letter shall confirmany conversation with HA
staff.

If a small percentage of units inspected show

i nconpl ete or poor worknmanship in a fewitens, the FO
shoul d handle the matter as set forth in subparagraph
B1l, through an oral conversation and a confirm ng



letter requesting that the HA go back to the contractor
and have the itens corrected. However, if the quality
failures are nore serious, or there is a persistent

pattern of failure, a notice or order should be issued.

3. If the HA continues to fail to performcost anal yses on
Al E contracts despite the provision of technica
assi stance and the issuance of a letter requesting
correction of the deficiency, a notice/order should be
i ssued requesting/requiring that the HA specifically
hire a person to carry out this requirement, or obtain
prior FO approval on all A/E contracts exceeding a
certain anpbunt, or take any other appropriate action to
correct the deficiency.

4, If the HA has a pattern of slippage where severa
contracts are significantly behind schedul e without any
action on the part of the HA to enforce the schedul e,
the FO may handl e the situation through an ora
conversation and a confirnming letter if the slippage
has not been typical of the HA's behavior in the past.
If the slippage represents a continuing pattern, a
notice or order should be issued.

12-12. FAI LURE TO COVPLY W TH CORRECTI VE ACTI ON ORDER [ Sec.
14(e) (4)(D)]; ['968.335(f) or '950.660(f)]

A
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Avai |l abl e Conpliance Mechanisns. |If the HA fails to take
the required corrective action, in addition to issuing a
nore stringent order HUD may wi thhold funds tenporarily
until the HA has corrected the deficiency and can adnini ster
t he funds
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legally and responsibly. Such w thhol ding provisions apply
on a case-by-case basis to all HAs, including those

desi gnated as Mdd Troubl ed, and are not related to the
reductions in formula funding for Mbd Troubl ed PHAs under
paragraph 3-9. In addition, for substantive non-conpliance
by the HA, HUD nay declare breach of the ACC with respect to
all or some of the HA's functions so that such functions or
the entire HA can be adninistered by another entity.

Use OF Conpliance Mechanisns. It is not HUD s intention to
wi t hhol d funds and then reallocate the funds to other HAs,
except in the nost extrenme and rare cases where it is not
possible to resolve the situation in a nore satisfactory
manner. \Wherever possible, it is HUD s intention to pernit
the full fornula share to be available to each HA so that
its physical and managenent deficiencies my be corrected
and decent, safe and sanitary housing may be provided to
resi dents.

Pr ocedur es.



Bef ore recommendi ng decl aration of breach or

wi t hhol di ng of funds, the FO shall give the HA, within
a prescribed period of time, an opportunity to provide
any additional facts and data concerning the proposed
action. The FO s recommendation shall be sent to
Headquarters for review and action. The reconmendation
shal | include supporting docunmentation in the form of
copies of all corrective action orders issued to the HA
with which the HA failed to conply, data that docunents
the continuing exi stence of the deficiency or
deficiencies on which the orders were based and the
failure to conply with the orders, all correspondence
with the HA and witten reports of nmeetings with the HA
regarding the deficiency and the orders, applicable
nmonitoring reports, and any other informati on which
woul d assist in a HUD deternination of whether to

decl are breach or withhold funds.

In the case of a recommendati on of breach, the FO shal
speci fy which functions of the HA should be declared in
breach. In the case of a recommendati on of wi thhol ding
of funds, the FO shall specify the amount of funds that
shoul d be withheld, actions that the HA shoul d take
during the tinme the funds are withheld to correct the
continui ng deficiency, and the length of tine that the
funds should be held before reallocation is considered
if significant progress to correct the deficiency is
not nade.

12-18
7485.3 G

The Assistant Secretary for Public and Indian Housing
(PIH) shall review the FO s reconmendati ons and
supporting docunmentation, including the HA's facts and
data, and determ ne what, if any, functions should be
decl ared in breach, whether funds should be wi thheld,

t he anount of funds to be withheld, any conditions
under which HUD will consider providing all or part of
the funds to the HA, and the date on which reallocation
will be considered if adequate progress is not nmade to
correct the deficiency. The Assistant Secretary for
PIH shall directly notify the HA, with copies of the
letter of notification to the FO

Real | ocation. Where HUD has withheld for the period of tine
prescribed in the wi thholding action sonme or all of the HA's
annual grant, HUD may reallocate sone or all of such ampunts
to other HAs under the CGP, subject to approval in
appropriations acts. ['968.335(g) or '950.660(9)]

Bef ore considering reallocation, the FO shall prepare
for the Assistant Secretary for PIH a report of the
current status of the HA with regard to the failure to
take corrective action on which the w thhol di ng of
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funds was based. The report shall be fully docunented
with current data, nonitoring reports, correspondence
with the HA, minutes of any neeting with the HA and
any other information useful to the Assistant
Secretary's decision as to whether or not to reallocate
the funds. The report also shall include a
recomendation as to whether all or part of the funds
shoul d be reall ocat ed.

2. Bef ore maki ng a deternination regarding reallocation of
sonme or all of the HA's annual grant, the Assistant
Secretary for PIH shall notify the HAin witing of the
an opportunity to provide, within a prescribed period
of time, any additional facts and data concerning the
proposed acti on.

3. Based on the FO report and reconmendati on, any
submi ssion fromthe HA, and any ot her rel evant
informati on avail able, the Assistant Secretary for PIH
shal | determ ne whether to reallocate all or part of
the funds that have been w thheld and shall provide
direct witten notification to the HA, with a copy. of
the notification to the FO ['968.335(h) or
' 950. 660( h) ]
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4. Any reallocation shall be made to PHAs which are not
desi gnated as either Troubled or Md Troubl ed under the
PHVAP at 24 CFR Part 901, and to |HAs which have been
determ ned by HUD to be not high risk under '950. 135,
based on the relative needs of these PHAs and | HAS, as
determ ned under the fornmula set forth in Chapter 3.

Notification to Residents. The HA' s Board of Conm ssioners
shall provide witten notification to affected residents of
HUD s final determnation to withhold funds, declare a
breach of the ACC, or reallocate funds, as well as the basis
for, and the consequences resulting from such a
determination. ['968.335(i) or '950.660(i)]

Recapture. Based on a recommendation fromthe FO
Headquarters may recapture for good cause any grant anounts
previously provided to the HA, based upon a determ nation
that the HA has failed to conply with the requirenents of
the CGP. Before recapturing sone or all of the HA's annua
grant, the Assistant Secretary for PIH shall give witten
notification to the HA and give it an opportunity, within a
prescri bed period of tine, to present any argunents or

addi tional facts and data concerning the proposed action
['968.335(i) or '950.660(j)]

Cunul ative Renmedi es. The authority to condition, wthhold,
reall ocate or recapture an HA's grant, as provided in this
paragraph, is in addition to the authority set forth in



paragraph 3-9 to reduce a PHA's fornula all ocati on based
upon its designation as a Mod Troubled PHA. ['968.335(k) or
' 950. 660( k)]
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PART 968- PUBLI C HOUSI NG
MODERNI ZATI ON
Subpart A- Genera
Sec.
968- 101 Pur pose and applicability.
968. 102 Special requirenents for Turnkey |1l devel opnents.
968. 103 Al'l ocation of funds under section 14.
968. 104 Reserve for energencies and disasters.
968. 105 Definitions
968. 108 Di spl acenment, relocation, and real property
acqui sition.
968. 110 QO her program requirenents.
968. 112 El i gi bl e costs.
968. 115 Moder ni zati on and energy conservation standards
968. 120 Force account.
375

COPI ES OF THE ABOVE SECTI ONS OF THE 1996 SECTI ON OF THE 24 CFR WERE
| NCLUDED HERE STARTI NG ON PAGE 376
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APPENDI X 1-2 CIVIL RI GHTS REQUI REMENTS
1. For Public Housing, refer to 24 CFR Part 5 and ' 968.110(a).

2. For Indian Housing, refer to '950.115(a) for the Indian G vi
Ri ghts Act, '950.115(b) for the applicability of certain civi
rights acts, '950.115(d) for disability requirenents, and
' 950. 115(e) for minority and wonen's business enterprise
opportunity.
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APPENDI X 1-3 LEAD- BASED PAI NT (LBP) PO SONI NG PREVENTI ON

The HA shall comply with the LBP Poi soning Prevention Act (42 U S.C
4821-4826) and HUD i npl ementing regul ati ons (24 CFR Part 35). The HA
was required to conduct LBP testing of all fanmily devel opments built
before 1978 by Decenber 6, 1994, and then to abate where the |evel of
| ead in paint exceeds the standard provided in the LBP Poi soning
Prevention Act or established by the Secretary. Further, the
Department strongly recommends that the HA use the Guidelines for the
Eval uati on and Control of LBP Hazards in Housing, published in July
1995, to assist with the identification of its LBP needs. Refer to
'968. 110(k) or 24 CFR Part 950, Subpart H
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APPENDI X 1-4 DI SPLACEMENT, RELOCATI ON AND ACQUI SI TI ON
M ni m zi ng Di spl acement and Tenporary Rel ocation.*

a. Di spl acement. Consistent with the other goals and
obj ectives of the CGP, the HA shall assure that it has taken
all reasonable steps to mnimze the displacenment of persons
(families, individuals, businesses, nonprofit organizations,
and farns) as a result of CGP-funded acquisition
rehabilitation, or denolition

b. Tenporary Relocation. The HA shall assure that it has taken
all reasonabl e steps to acconplish the noderni zati on work
with residents-in-place. The Departnent is very concerned
about the length of time that it takes HAs to nodernize
units. This tine may be shortened to the extent that
relocation is minimzed and HAs are able to conplete
rehabilitation work in a time period conparable to the
private sector. \Were tenporary relocation is necessary due
to the type or scope of the nodernization (e.g., LBP
abatenment), the HA shall minimze the tinme between noving
persons out of the units to be nodernized and the start of
t he noderni zati on work, as well as the tine between the
conpl etion of the nodernization work and noving persons back
into the conpleted units. Such approach reduces the risk of
vandalismto the units.

*Note: HAs are encouraged to explore ways in which
residents may be enployed in any rel ocation activities that
become necessary, such as contracting with resident-owned
busi nesses to nove residents.

Assi stance for Persons Who Must Move, But are Not Displ aced
(Tenporary Rel ocation and Moves Wthin the Devel opnent). Persons
who are not displaced, but nust nove tenporarily (e.g., to permt
rehabilitation) or nove permanently within the sane

devel opnent/site, are entitled to reinbursenment for al

reasonabl e out - of - pocket expenses incurred. The HA shall provide
tenporary housing which is suitable, decent, safe and sanitary at
the same cost on a nondiscriminatory basis for a person who is
noved tenporarily fromthe devel opnent/site and is offered the
opportunity to return to the sane devel opnent/site, although not
necessarily the sane building/unit.

a. Provi sion of Notice. The HA shall provide appropriate
advi sory services, including reasonabl e advance witten
notice to affected persons of. (1) the date and approxi nate
duration of the tenporary relocation; (2) the suitable,
decent, safe, and sanitary unit to be nade avail able for the
tenmporary, period; (3) the terns and conditions under which
the person nay | ease and
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occupy a suitable, decent, safe, and sanitary unit in the
devel opnent followi ng conpletion of the CG-funded activity;
and (4) whether the cost of the nove will be paid for by
direct payment or reinbursenent under subparagraph b,

i ncluding any eligible incidental costs under subparagraph
C.

b. Direct Paynment or Reinbursement. The HA shall either: (1)
undertake the nove itself, using force account |abor, a
resi dent - owned busi ness, or a noving conpany, and therefore
be directly responsible for all actual reasonable noving and
rel ated expenses; or (2) reinburse persons for al
reasonabl e out - of - pocket expenses incurred in connection
with the tenporary nove. |In the |latter case, the HA shal
not make fixed paynents for noving expenses since such
paynments are not representative of actual reasonable costs.

C. Incidental Costs. Incidental costs shall include utility
deposits if required at the tenporary housi ng, and tel ephone
installation and cable TV hook-up at the tenporary housing
and the newly rehabilitated devel opment if the person
previously had a tel ephone and cable TV. If the newy
rehabilitated devel opnent now has tenant-purchased rather
than HA-furnished utilities, which require utility deposits,
the HA shall not pay for the new utility deposits since they
are required to be paid by any person currently living in a
devel opnent which is being converted to tenant-purchased
utilities or by any new person noving into such devel opnment.
The HA should work with the utility conpany to ensure that
residents who are unable to pay the entire utility deposit
up-front receive a paynment plan fromthe utility conpany.

d. Cost of Tenporary Housing. Wen it is necessary to
tenporarily house persons in units other than public
housing, rents paid by the HA shall not exceed Section 8
Fair- Market Rents, except as nmay be approved by the FO
When a decent, safe, and sanitary public housing unit of
suitabl e size and | ocation becones avail abl e, the person
must agree to nove into the unit or assistance shal
term nate.

3. Assi stance in Place. Were persons are not required to nove, but
are unable to use their kitchens for a short period of tine or be
in their units during the day due to nodernization activities,
the HA may use CGP funds for neal vouchers where the HA can
document, and mai ntai n such docunentation on file, that the cost
of the neal vouchers is less than the cost of tenporary noves.

4. Assi stance for Displaced Persons. A displaced person, defined in
paragraph 7 of this Appendix, shall be provided relocation
assistance at the levels set forth in Chapters 1 through 6 of
Handbook 1378,
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Tenant Assistance, Relocation and Real Property Acquisition;

al so,

Real Property Acquisition; also, see Section 9 of Chapter 8

of that Handbook which inplenents the Uni form Rel ocati on Act
(URA) and other relocation policies.

a.

Rel ocation Notices to Fanmilies or Individuals. The HA shal
provide witten notices (general information notice and
notice of eligibility for relocation assistance), as set
forth in paragraph 2-3 of Handbook 1378. Each notice shal
be personally served or sent by certified or registered
first-class mail, return receipt requested, and docunented
inthe HA' s files. Each notice shall be witten in plain,
under st andabl e | anguage. Persons who are unable to read and
understand the notice (e.g., illiterate, foreign | anguage,
or inpaired vision) nust be provided with appropriate
transl ati on/ communi cati on and counseling. Each notice shal
i ndi cate the nane and tel ephone nunber (including the TTY
nunber or a TTY Relay Service) of a person who nay be
contacted for answers to questions or other needed help

Rel ocati on Advi sory Services. The HA shall provide

rel ocati on assi stance advi sory services, as set forth in
par agr aphs 2-4, 2-5 and 2-6 of Handbook 1378, and properly
coordinate rel ocation activities, as set forth in paragraph
2-5 of Handbook 1378. The HA shall not require any person
to nove unless it has provided at |east one referral (where
possible, three or nore) to a conparabl e repl acenent
dwelling (CRD), as set forth in paragraph 1-6 of Handbook
1378.

Payments for Myving and Rel at ed Expenses.

(1) Person (Famly or Individual). The paynent options are
set forth in paragraph 3-2 of Handbook 1378. In
sunmary:

(a) The HA may, at its discretion, elect to perform
the nove itself, using force account |abor or a
nmovi ng conpany (possibly resident-owned), at no
cost to the person being displaced. |n such case,
the HA al so shall pay for the incidental noving
costs, as described in paragraph 2c of this
Appendi x, and provide the person with an all owance
of $50.

(b) If the HA does not elect to performthe nove
itself, the person shall have the option-to el ect
either a paynent for actual reasonable nmoving and
rel ated expenses (see paragraph 3-2a of Handbook
1378) or the applicable fixed noving expense and
di sl ocation all owance (see paragraph 3-2b of

1-4



Handbook 1378) indicated in a schedule, which is
publ i shed
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periodically in the Federal Register by the
Department of Transportation and avail able from
the FO

(2) Business or Nonprofit Organization. A business or
nonprofit organization nay have paynment options.
Such entity is eligible for a paynment for actual
reasonabl e noving and rel ated expenses (see
paragraph 4-2 of Handbook 1378). If it chooses
this option, it also may be eligible for paynent
for reestablishnment expenses (see paragraph 4-3 of
Handbook 1378). Paragraph 4-5 of Handbook 1378
descri bes those busi nesses/ nonprofit organizations
whi ch may qualify to choose a fixed paynment in
lieu of the paynents under paragraphs 4-2 and 4-3
of Handbook 1378.

d. Repl acement Housi ng Assistance. It is expected that npst
persons di splaced froma dwelling will be provided the
opportunity to relocate to another public housing unit that
qualifies as a CRD. This will satisfy the basic repl acenent
housi ng requirenents of the URA and, ordinarily, no
addi ti onal cash repl acenent housi ng assi stance woul d be
necessary. |If the HA does not provide referrals to
conpar abl e subsi di zed housing, the person will be entitled
to cash assistance sufficient to rent a CRD on the private
market for up to a 42-nmonth period. The person may use the
cash paynment to rent or buy a replacenment dwelling. |f the
person rents a replacenment dwelling, the paynment shall not
exceed the anount needed to rent the decent, safe and
sanitary dwelling to which the person relocates. At its
di scretion, the HA may provide a rental assistance paynment
in monthly installnents. |If the person elects to buy a
decent, safe and sanitary replacenent dwelling, the HA shal
provi de the paynent in a lunp sum anmount. The requirenents
governi ng repl acenent housi ng assi stance are set forth in
par agr aph 3-4 of Handbook 1378.

5. Real Property Acquisition Requirenents. The acquisition of rea
property with CGP funds is subject to the URA and the
requi rements set forth in Chapter 5 of Handbook 1378.

6. Appeal s. A person who disagrees with the HA's deternination
concerni ng whet her the person qualifies as a "displaced person,"
or the amount of the relocation assistance for the which the
person is eligible, may file a witten appeal of that
determ nation with the HA. A |l ow i ncone person who is
di ssatisfied with the RA's deternination on his/her appeal my
submit a witten request for review of that determ nation to the



FO. The procedures for filing and revi ewi ng appeal s are set
forth in paragraph 1-33 of Handbook 1378.

4
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Definition of Displaced Person. Each "displaced person" is
eligible for relocation assistance as set forth in paragraph 4 of
this Appendi x. The term "displaced person” is generally

descri bed in paragraph 1-8 of Handbook 1378; '968.108 or '950.117
provi des the follow ng gui dance.

a. The term "di spl aced person" includes, but may not be linmted
to:

(1) The person who noves permanently fromthe
devel opnent/site after the initiation of negotiations,
if the nove occurs before the person is provided
witten notice offering the opportunity to | ease and
occupy a suitable, decent, safe, and sanitary dwelling
in the sane devel opnent/site, under reasonable terns
and conditions, upon conpletion of the activity.
Reasonabl e terms and conditions include a nonthly rent
and estimated average nonthly utility costs that do not
exceed the total tenant paynent, as deterni ned under
' 913.107; or

(2) The person is required to relocate tenmporarily fromthe
devel opnment/site, but does not return to the
devel opnment/site, if either: (a) the person is not
of fered paynent for all reasonabl e out- of - pocket
expenses incurred in connection with the tenporary
rel ocation, including the cost of nmoving to and from
the tenporarily occupied unit and any increased housing
cost; or (b) other conditions of the tenporary
rel ocation are not reasonable; or

(3) The person is required to nove to another unit in the
sane devel opnment/site, if either: (a) the person is not
of fered rei nbursenent for all reasonabl e out- of - pocket
expenses incurred in connection with the nove; or (b)
other conditions of the nove are not reasonable; or

(4) The person, including a person who noves before the
initiation of negotiations for the CG-funded activity
that the HA or HUD determ nes was displaced as a direct
result of acquisition, rehabilitation, or denolition
for the CGP-funded activity.

b. Not wi t hst andi ng t he provisions of subparagraph a, a person
does not qualify as a "displaced person" and is not entitled
to relocation assistance at URA levels, if:

(1) The person is excluded under paragraph 1-8c of Handbook
1378; or



(2) The person has been evicted for serious or repeated
violation of the terns and conditions of the | ease or
occupancy

5
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10.

11.

agreenment, violation of applicable Federal, State or
local/tribal |aw, or other good cause, and the HA
determ nes that the eviction was not undertaken for the
pur pose of evading the obligation to provide relocation
assi stance; or

(3) The person noves into the property after the HA's

subm ssi on of the Annual Statenent and, before signing
a | ease and commenci ng occupancy, was provided witten
notice of the CGEP-funded activity, its possible inpact
on the person (e.g., that the person may be di spl aced
or tenporarily relocated) and the fact that the person
woul d not qualify as a "displaced person as a result of
the CGP-funded activity; or

(4) The relocation is deternined to be a "general transfer”
in accordance with applicable Public and Indian Housing
Program policies. The HA shall not use CGP funds to
pay for reasonabl e out-of-pocket expenses for genera
transfers. To mininize disputes regarding eligibility,
HA records shall state the cause of general transfers.

C. The HA may ask HUD at any tinme to deternine whether a person
qualifies as a displaced person or would be covered by this
par agr aph

Definition of Initiation of Negotiations. For purposes of
deternmining the fornula for conmputing the replacenment housing
assistance to be provided to a person who is displaced by
rehabilitation or denolition, the term"initiation of
negoti ati ons" means 45 cal endar days before either the issuance
of the invitation for bids or the start of force account work for
the CGP-funded activity.

Recor dkeepi ng Requirenents. The HA shall naintain records in
sufficient detail to denonstrate conpliance with applicable
policies, as set forth in Chapter 6 of Handbook 1378.

Costs of Assistance. Costs of required rel ocation assistance
under this Appendix are eligible CG costs in the sane nanner and
to the same extent as other CGP costs. Such costs also may be
paid for with funds available from ot her sources.

Techni cal Assistance. The HA shall direct all questions on

rel ocation to the FO Public or Indian Housing (PIH) staff for
appropriate coordination with Community Pl anni ng and Devel opnent
(CPD). PIHwW Il refer questions regarding relocation under the
URA to the Relocation/Realty Specialist in CPD and regardi ng



equal opportunity and fair housing to the Equal Opportunity
Specialist in Fair Housing and Equal Qpportunity.

6
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APPENDI X 1-5 ENVI RONMENTAL COVPLI ANCE

Ceneral Conpliance. Before approving CG funds, HUD will conply
with all applicable requirenents of 24 CFR Part 50, inplenmenting
the National Environmental Policy Act (NEPA) of 1969 (42 U.S.C.
4321 et seq.), and related requirenents of 24 CFR 50. 4,
pertaining to related environnental |aws, Executive Orders and
HUD standards. Refer to paragraph 7-4A of this QGui debook
['968.110(c) or '950.120(a)]

Coastal Barriers. |In accordance with the Coastal Barriers
Resources Act (16 U.S.C. 3501), no financial assistance under the
CGP shall be made avail able within the Coastal Barrier Resources
System ['968.110(m or '950.120(h)]

Expedi ting Review. Each devel opnent included on the Annua
Statement and the Five-Year Action Plan nmust have a current
environnental review conpleted and on file. To expedite the
revi ew process, the FOis encouraged to use existing
environnental reviews where devel opnents have been funded in
prior years and update them as necessary. The follow ng gui dance
is provided to assist the FOin conpleting the environmental
reviews in a tinely fashion for areas where it has shown to be

ti me- consumi ng:

a. Hi storic Preservation. Before taking any action with the
State Historic Preservation Ofice (SHFO, the FO shall nmke
a determ nation of applicability for each devel opnent:

(1) If the work being funded is limted to internal repairs
or in-kind repairs and the building is not |isted on
the National Register of Historic Places, historic
preservation under the 106 process is not generally
required. |n sonme cases, interior work may be
applicable (e.g., antebellum staircases). The 106
process is required where external repairs or
i nprovenents are contenpl at ed.

(2) Wiere exterior inprovenents are contenplated and the
106 process has been conpleted within the past five
years and a determi nation was nade previously that the
building is not an historic structure and that there
are no historic structures in the area, the FO shal
simply notify the SHPO of the |ocation of the
devel opnment, the nature of the rehabilitation proposed,
and that there has been no significant change in the
area and, therefore, of HUD s finding that there is
nothing historic and that HUD will proceed if there is
no witten objection within 10 worki ng days.
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(3)
(4)
(5)
b

If a previous review reveal ed historic properties in
the area, or if the developnent itself is historic, the
FO shall determine if the proposed activities will have
an effect on the historic property. Were the FO has
determned that there is no effect, the FO shall notify
the SHPO in witing of the determi nation. After the
SHPO i ndi cates no objection, the FO nay proceed to
grant approval .

If the FO deternmines that there is an effect, and or an
adverse effect, additional requirenments and time nay be
necessary to determ ne conpliance with 24 CFR Part 50.
In such case, the FO shall proceed with further
processing, including fund reservation, subject to the
followi ng restriction: the HA may not obligate funds
for the activity or activities in question until the FO
has conplied with all requirenents of 24 CFR Part 50.

At that time, the FO shall notify the HA in witing
that HUD has conplied

I f no previous 106 review has been conducted on the
devel opnment and the activities proposed are subject to
the 106 process, the FO shall proceed to follow the 106
process.

Fl oodpl ai n/ Wet | ands Managenent. Conpliance with Executive
Orders 11988 and 11990 and 24 CFR Part 55, which is
applicable to new construction, substantial inprovenents,
and | andscaping and grading activities, requires the

conpl etion of the "eight-step process" outlined in 24 CFR
Part 55. However, if a previous review has been conduct ed,
the FO may reference the previous review and the consi stency
of the activity with the previous review. The FO shal

amend this review as necessary (e.g., changes made in the

| ast year to the floodplain or wetlands naps for this

devel opnent area). |If no previous review exists for

fl oodpl ai ns, the eight-step process nust be conpl et ed,
unless a letter of map anendnent or a letter of map revision
excluding the site is obtained fromthe Federal Emergency
Managenent Adni nistration

2
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APPENDI X 1-6 ADM NI STRATI VE REQUI REMENTS

1. The HA shall conply with the Uni form Admini strative Requirenents
for Grants and Cooperative Agreenents to States and Loca
CGovernments, as set forth in 24 CFR Part 85, except as specified



in: '968.135 and '990. 201 for PHAS; and '950.120(f) for |HAs.

The CGP is excluded fromthe requirenents of Executive O der
12372 on Intergovernnental Review of Federal Prograns and HUD
i npl enenting regulations (24 CFR Part 52) because the program
i nvol ves financial transfers for which HUD has no funding

di scretion or direct authority to approve specific sites of
proj ects.
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APPENDI X 1-7 | NSURANCE

Fl ood I nsurance. The HA shall conply with all applicable

requi rements of the Flood Disaster Protection Act of 1973 (42

U S.C. 4001 et seq.) and HUD i npl ementing regul ations (24 CFR
Part 50). The HA shall certify that the devel opment to be
noderni zed is not located in an identified special flood hazard
area, or if the developnent is located in such an area, the HA
shall maintain on file a copy of the flood insurance policy
obtained by the HA, or the HA shall certify that the specia

fl ood hazard area has been identified for |ess than one year and
the community in which the devel opnent is |ocated is not
participating in the National Flood Insurance Program A

devel opnent |ocated in a special flood hazard area of a community
that has been fornmally notified of the area for nore than one
year, but is not participating in the National Flood |Insurance
Program is not eligible for CGP funding until the comunity
participates in the program ['968.110(d) or '950.120(b)]

a. If a devel opnent is located in an identified special flood
hazard area and the community is participating in the
Nati onal Flood I nsurance Program the HA shall obtain flood
i nsurance coverage for each affected building in an anount
equal to its replacenent cost after the proposed
noder ni zation (less estimated | and cost) or to the maxi mum
limt of coverage made available with respect to that
particul ar type of property under the National Flood
I nsurance Act of 1968, whichever is |less. For each affected
buil ding in Lanham or Public Wrks Administration
devel opnents, the HA shall obtain flood i nsurance coverage
in an amount equal to its full insurable value after the
proposed noderni zation (less estimated | and cost) or to the
ma@um limt of coverage nade available with respect to that
particul ar type of property under the National Flood
I nsurance Act of 1968, whichever is less. The HA shal
continue to carry the required flood insurance after
conpl etion of the nodernization. Flood insurance pren unms
are not eligible CG costs because they are ongoi ng
operating costs, except under Account 1406, Operations.

b. I f the proposed nodernization programinvol ves new
construction or substantial inprovenents of an existing
structure, as defined in 44 CFR Part 60, the HA shall conply



with the requirenents on elevation and flood proofing.

2. Lead- Based Paint (LBP) Liability Insurance. Refer to '965.215
and ' 950. 195, regarding the mininmuminsurance requirenments that
nmust be in place before beginning any work for the testing,
abat ement, cl ean-up and di sposal of LBP. LBP insurance costs are
el igible CGP costs.

1
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3. O her I nsurance.
a. Revi ew of Existing Coverages.

(1) The HA is required to have in effect: (1) workers
conpensation insurance; (2) property insurance; (3)

comrercial general liability insurance; (4) autonobile
l[iability insurance for both HA-owned and non- owned
aut onobi l es; and (5) a fidelity bond. |In many

i nstances, the additional exposures created by the
noderni zation activities can be insured by either an
endorsenment to the existing policy or a letter fromthe
i nsurance broker/conpany, acknow edging that the
existing policy as witten is broad enough to include
the additional exposure.

(2) Following HUD approval of the Annual Statenent, the HA
shall notify the insurance broker/conpany in witing of
the nmodernization activities and request witten advice
concerni ng what steps, if any, need to be taken to
ensure proper coverage. The HA's letter shall describe
the nmodernization activities in sufficient detail to
al | ow the insurance/ broker conpany to deci de what
coverage woul d be adequate. This description shal
i nclude the type and cost of work to be perforned, the
nature of any structural alterations, and the
i nvol venent of HA enpl oyees in the work.

b. Property Insurance. 1In addition to the general requirenments
set forth in subparagraph al, the follow ng specia
requi renents apply to property insurance:

(1) Wiere the nodernization work is to be performed by
contract and is insured under the HA's existing policy,
the HA shall include notice to prospective bidders of
this coverage in the bid docunents so that this cost-
savings may be reflected in the bid amounts.

(2) If the existing policy cannot be endorsed to include
t he noderni zation activities because of substantia
structural alterations, the HA shall obtain a builder's
risk policy on a "100% Conpl eted Val ue" basis either
directly or through the contractor. This policy shal
remain in effect through substantial conpletion of the



noder ni zati on work, at which tine the coverage shall be
transferred to the HA's existing policy.

Commercial General Liability. Under no circunstances shal
the HA assune the liability of the contractor under a "Hold
Harm ess" or contractual liability agreenent.

2
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Contractor |nsurance.

(1) Required Insurance. Before beginning work, the
contractor and each subcontractor shall furnish the HA
with certificates of insurance showi ng that the
followi ng insurance is in force and will insure al
operations under the contract. All insurance shall be
carried with conpani es which are financially
responsi ble and rated B+VI or higher by the A M Best
Co. or equivalent and authorized to do business in the
State in which the developnent is |ocated. Contractor
i nsurance shall include:

(a) Workers' Compensation, in accordance with State or
Territorial Wrkers' Conpensation |aws, for al
enpl oyees engaged under the nodernization
contract.

(b) Commrercial General Liability which is
conpr ehensi ve general liability insurance with
bodily injury and property damage. The mini hrum
anmount of required coverage is $500, 000 per
occurrence.

(c) Autonpbile Liability on owned, non-owned and hired
nmot or vehicles used on or in connection with the
site(s) for a conbined single limt for bodily
injury and property damage of not |ess than
$500, 000 per occurrence.

(d) Builder's Risk

(i) This insurance is needed only for
construction of a new building or a major
addition to an existing building. If the
contract involves installing equipnment or
materials in an existing building, the
contractor should have in effect an
"installation floater." Before beginning
work, the contractor shall furnish the HA
with a certificate of insurance evidencing
that a builder's risk (property) is in force
The builder's risk insurance shall be for the
benefit of the contractor and the HA as their
interests nay appear and each shall be naned,
in the policy or policies as an insured.



(ii) The contractor is not required to carry
buil der's risk insurance on: excavations,
piers, footings or foundations until such
time as work on the superstructure is
started; or work which does not
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i nvol ve structural alterations or additions
and where the HA's existing policy wll
provi de coverage
(iii)Policies shall furnish coverage at all tines
for the full replacenment cost of all conpleted
construction, as well as naterials in place
and/ or stored at the site(s), whether or not
partial paynment has been made by the HA. The
contractor may terminate this insurance on
bui | di ngs taken over for occupancy by the HA
as of the date the buildings are taken over.
(2) Expiration or Cancellation. |If any insurance is
due to expire during the construction period, the
contractor (including any subcontractors, as
applicable) shall not pernit the coverage to | apse
and shall furnish evidence of coverage to the HA
and its contracting officer. Al certificates of
i nsurance, as evidence of coverage, shall provide
that no coverage may be cancel ed or non-renewed by
the insurance conpany until at |east 30 cal endar
days prior witten notice has been given to the HA
or its contracting officer
C. Nonconpl i ance. The HA shall nonitor the insurance policies

obtained by all contractors and subcontractors to ensure
that the coverage required by the nodernization work is kept
in force until the contractor's work is accepted by the HA
The HA shall notify the contractor to stop work if the
required insurance coverage is not in force at the tinme the
work begins or if the coverage expires before the work is
accepted. The HA also shall notify the contractor that any
such work stoppage is an infraction of the contract and that
the contractor is liable for any | osses or del ays.

4
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APPENDI X 1-8 PREVAI LI NG WAGE RATES
1. Legi sl ative Provisions. Section 12(a) of the Act contains

prevailing wage requirenents and Section 12(b) contains vol unt eer



| abor

provi sions. These requirenents and provisions may not be

wai ved. ['968.110(e) and (f) or '950.120(c) and (d)]

a.

Cross- References. Refer to HUD Handbook 1344.1 REV-1, CHG 1,
Federal Labor Standards Conpliance in HUD Prograns; Labor

Rel ati ons Desk Quide LR-11, Labor Standards Adm nistration
and Enforcenent Guidelines for HUD Program Parti ci pants;
Labor Relations Letters LR-93-019, LR-95-01, LR-96-01. In
addi ti on, Labor Relations Letters, Desk Cui des and ot her

hel pful tools are available on the Wrld Wde Wb HUD Hore
Page at http://ww. hud. gov/.

Application of Prevailing Wage Rates. Construction work
under the CGP is subject to either Department of Labor
(DQL) -determ ned (Davi s-Bacon and Rel ated Acts) prevailing
wage rates or HUD determ ned prevailing wage rates,
dependi ng on the nature of work that is perforned.
Therefore, the nature of the work nust be determni ned before
a further determi nation can be nade as to whether the
contract is covered by a DO.- or HUD determ ned prevailing
wage requirenent and a wage schedul e can be issued.

Note: For ease in reference, this Appendix will frequently
use the ternms "CGP projects" or "CG work". Unless

ot herwi se specified, these terns shall mean all CGP-eligible
activities, all Conprehensive |Inprovenent Assistance Program
(CAP) activities, and any work paid for with operating
funds which is not routine naintenance.

HA Request. At |east 45 cal endar days in advance of bid
solicitations or, where the HA intends to use force account

| abor, 30 cal endar days before commencenent of CGP work, the
HA shall request in witing a wage rate determ nation from
the appropriate HUD Labor Relations Staff. The request

shall include a description of work which is sufficiently
detailed to allow for a correct determ nation by HUD as to
the nature and scope of the work to be perforned. At a

m ni mum the request shall include:

(1) the nunber of buildings and the nunber of stories in
each bui |l di ng;

(2) the nunber of units involved;

1
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(3) the total estinmated cost of the work;

(4) the specific work that is to be perforned, including
whet her repair, replacenent or new installation; what
bui |l di ng or unit equi pnent, fixtures, finishes, or
materials will be involved; what activities wll
i nvol ve which building(s) or unit(s); and


http://www.hud.gov/�

(5) the construction trade classifications for which wage
rates are needed.

Determ nation of Nature and Scope of Wrk. After any necessary
consultation, with Office of Public Housing (OPH /O fice of
Native Anmerican Prograns (ONAP) Staff, the Labor Relations Staff
shal | evaluate the proposed work and determn ne whether such work
i s nonroutine maintenance (subject to HUD determn ned wage rates)
or a betternent or inprovement or reconstruction or renodeling
(subject to Davis-Bacon rates determned by the DOL). In order
to performthe eval uati ons necessary to reach this deternination
i.e., the extent, scope and context of the proposed work, it may
be necessary to review the CG program budget (s) and/or contract
speci fications.

a. Characterization of Wrk. As defined in paragraph 1-6,
nonrouti ne mai ntenance includes work itens that ordinarily
woul d be perfornmed on a regular basis and that have becone
substantial because they have been put off. Nonroutine
mai nt enance may i ncl ude repl acenent of equi prent and
materi al s rendered unsatisfactory because of normal wear and
tear by itens of substantially the sane kind. Although
nonrouti ne mai ntenance is a formof construction work, it
does not include work that constitutes reconstruction, a
substantial inprovenent in the quality or kind of origina
equi prent and materials, or the initial installation of
equi prent or fixtures, or renpdeling that alters the nature
or type of housing units. Additionally, the abatenent of
asbestos or | ead-based paint or suspected | ead-based paint,
and repainting or encapsul ati on does not constitute
nonr out i ne mai nt enance.

b. Substantiality. O ten HUD decisions regarding the nature of
wor k rmust di stingui sh between nonroutine nmi ntenance and
other, seenmingly sinlar work that, because of
substantiality, constitutes "reconstruction, renpdeling or
repair of existing buildings," terns which are used in the
Act specifically to characterize work that is subject to
Davi s- Bacon wage rates. The Labor Rel ations Staff shal
careful ly consider the proposed work against criteria
i nvol ving not only "normal wear and tear" and "repl acement
with substantially the sane kind," but also the extent or
magni tude of the work in ternms of whether the work

2
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amounts to renodeling or reconstruction. The tests that are
applied measure the extent of the project (e.g., what
portion of the unit(s), building(s), or equipnment), the
nature and scope of construction work that is involved, and
whet her the finished work represents a significant change,
betternment, inprovenent, or addition

C. Repl acenent with Itenms of Substantially the Sane Kind.



Repl acenent of materials or equipnent that is outdated or
ot herwi se unsatisfactory may include the replacenent of
nearly any conponent of a unit or building. Such itens may
i ncl ude wi ndows, doors, cabinets, carpeting, floor or wal
tile, shower doors, appliances, electrical or other
fixtures, water heaters, air conditioners, or interior or
exterior finishes. For exanple:

(1) Replacing a single kitchen cabinet or all of the
cabi net doors or, in isolation, even replacing all of
the cabinets in an entire project, can be considered
nonr outi ne mai ntenance. However, where such
repl acenent is perfornmed as a part of, or in
conjunction with, overall renodeling of the kitchen(s)
or unit(s), taken in context, it involves substantia
construction work and is viewed as reconstruction

(2) Patching or repairing a roof, or patching or repairing
drywall. This type of work, because of its character,
is viewed as nonroutine mai ntenance, even where there
are several roofs or walls to be repaired. However,
replacing a roof inits entirety or nearly so, or
replacing or encapsulating entire interior wal
systens, because of the scope of the work, are
appropriately characterized as reconstruction.

(3) Oher issues that are considered include whether the
repl acenent (or other work) involves a change in the
type or nature of what is being replaced (e.g., a
change from standard el ectrical receptacles to ground
fault interrupter receptacles) or whether structural or
other nodifications are necessary to acconmpdate the
repl acenent (e.g., wiring nodifications, gas or
el ectric conversions, w dening or noving doors or
passages, or walls or other partitions). These
characteristics are indicative of reconstruction or
renodel i ng, not nonroutine maintenance.

Note: The very act of replacing outdated materials or
equi prent shoul d always result in an inproved unit(s) or
buil di ng(s), if only because the replacenent materials or
equi prent will be newer and in better condition. This

i mproved condition should not be

3
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confused with "inprovenent” or "betternent' that is
associ ated with "reconstruction and renodeling."
d. Betterments and Additions. Betternents and additions refer

to replacenments or alterations which materially enhance the
character or type of the prem ses. Exanples include the
conversion of units to accomvbdate physically disabl ed
residents or conbining snmaller units to create larger units



with nore bedroonms. The nature of these activities is such
that, in nost cases, significant construction will be

i nvolved and the work will result in a substantial

i mprovenment. Consequently, the work is viewed as
reconstruction or renodeling.

Davi s- Bacon Wage Rate Determination Decisions. Were it has been
deternined that the proposed work constitutes a major repair,

i mprovenment or reconstruction, or is construction work that

ot herwi se does not neet the definition of nonroutine maintenance,
the Labor Rel ations Staff shall issue the current, applicable
Davi s- Bacon wage rate determ nation deci sion.

Wage Determnations for Nonroutine Mintenance. Were it has
been determ ned that the proposed work i s nonroutine maintenance,
the Labor Relations Staff shall issue a Nonroutine Mintenance
wage rate determination to the HA either on an annual basis or on
a project (case-by-case) basis. Nonroutine Mintenance wage
determ nations for CGP or other nonroutine maintenance shoul d not
be confused with the HUD-determ ned mai nt enance wage rates (Form
HUD- 52158) i ssued annually to the HA

a. Annual Nonroutine M ntenance Wage Rate Determ nations. The
HA that anticipates a significant anmount of nonroutine
mai nt enance work may request from HUD an annual Nonroutine
Mai nt enance wage rate determ nation. To request an annual
determ nation, the HA shall forward to HUD a list of the
trade or construction work classifications that will be
needed, acconpani ed by a reconmended schedul e of wage rates
and appropriate supporting docunentati on.

(1) Timng of Request. Requests for annual Nonroutine
Mai nt enance wage rate determ nations shall be submtted
concurrently with the HA's recommendation for its
annual Routine M ntenance wage determination. The
Labor Rel ations Staff shall review the subm ssion and,
i f acceptable, issue an annual Nonroutine M ntenance
wage rate determination with the HA' s annual Routi ne
Mai nt enance wage rate deternination.

(2) Advance Consultation. Because of the range of data
sources and considerations that are involved in wage
rate determ nations for nonroutine maintenance (see
par agr aph

4
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5), the HA is encouraged to consult with the Labor
Rel ations Staff before submitting this request.

(3) Application to Specific Contracts or Work Orders. The
HA t hat has an annual Nonroutine Mi ntenance wage rate
determination is not permitted to apply or otherw se
use such determ nations w thout the prior approval of
HUD. The HA shall request a wage rate determ nation



fromthe Labor Relations Staff for each contract or
work order. Where the work is found to be nonroutine
mai nt enance, HUD will advise the HAin witing to use
the annual Nonroutine Miintenance wage rate

det er m nati on.

b. Proj ect Nonroutine Mintenance Wage Rate Deterninations.
Where the HA has not requested or received an annua
Nonr outi ne Mai ntenance wage rate determination, HUD will
deternmine prevailing nonroutine naintenance wage rates on a
case- by-case basis and will issue a project Nonroutine
Mai nt enance wage rate determ nation for the proposed work.

5. HUD- Det ermi nati on of Prevailing Nonroutine M ntenance Wage
Rat es. The Labor Relations Staff may draw upon existing wage rate
schedul es, i.e., the current HA nai ntenance wage rate
determination (HUD-51258), the Davi s-Bacon residential wage
determi nation, and/or survey data or other pertinent information
in order to deternmine the appropriate wage rates for nonroutine
mai nt enance work. Since nonroutine maintenance i s construction
wor k, the HUD- 52158 mai ntenance cl assifications and wage rates
are not applicable by virtue of definition. However, in certain
cases, the HUD- 52158 classifications and/ or wage rates nmay be
used. The foll owi ng paragraphs describe how certain HUD 52158
classifications and/ or wage rates may be used, and the steps that
shoul d be taken where such use is not possible. The Labor
Rel ati ons Staff may use any one of the followi ng nethods or a
conbi nati on of nethods, provided that the wage rates, including
fringe benefits, bear a reasonable relationship to each other
with respect to the skills and requirenents of the various
cl assifications which are needed for the work in question.

a. Wage Rates Based on HA Mai ntenance Wage Rate Determ nations.

(1) Construction Trade Cl assifications. Were the HA's
current Mintenance wage rate determ nation (HUD 52158)
contains the construction trade classifications (i.e.
Mai nt enance Car penter, Maintenance Pai nter, Mintenance
Pl unber, etc.) which generally correspond to the trade
classifications required for the proposed work, the
applicable trade classificati ons and correspondi ng
hourly rates, plus the

5

Appendi x 1-8
7485.3 G

noneti zed value for any prevailing fringe benefits, my
be issued by HUD for the nonroutine nai ntenance worKk.
Wiere the HA's current HUD- 52158 does not contain the
specific construction trade classification(s) required
for the proposed work, the Labor Relations Staff may
conformthe work to another trade classification on the
HUD- 52158, provided that the classifications involve
conpar abl e work and/or levels of skill. For exanple,

ff the CG work requires a Drywall Hanger, and the



HUD- 52158 does not have a Drywal | Hanger, but does have a
Carpenter classification with an hourly wage rate of

$10 (basic) plus $4 (fringe benefits), because the work
and skills are conparable, the CG Drywall Hanger can

be conforned to the Carpenter's wage rate. The

Nonr outi ne Mai ntenance wage rate determinati on win
reflect a Drywall Hanger work classification and a wage
rate of $10, plus $4 fringe benefits.

(2) Oher HA Maintenance C assifications. Were the HA's
current HUD- 52158 does not contain the specific trade
classification(s) required for the CGP work, and where
conformance to another trade classification is not
possi bl e, the Labor Relations Staff may consider the
wage rates established for other naintenance positions
(e.g., Mintenance Mechanic). Such consideration is
possi bl e only where the mai ntenance position involves
significant construction skills and responsibilities.
The Labor Relations Staff shall conpare the position
description for the maintenance position to the
construction trade classification required for the
proposed nonroutine nmai ntenance work. \Were it can be
readily denonstrated that the skills and duties of the
mai nt enance position involve a significant portion of
construction activities which are conparable to the
needed trade classification, the Labor Rel ations Staff
may use the nmai ntenance position wage rate (including
any fringe benefits) for the CGP construction trade
classification. Using the above Drywal |l Hanger
exanpl e, the Nonroutine Mi ntenance wage rate
determination will, likewise, reflect the Drywall
Hanger work cl assification and whatever wage rates that
correspond to the conparabl e nmai nt enance position

Data or Survey-Based C assifications. Were the HA's
current HUD- 52158 does not contain the specific construction
trade classifications required for the CG work, and where
conformance or conparability to a naintenance classification
is not possible, the Labor Relations Staff will request wage
paynment data and reconmended rates fromthe HA 1In
devel opi ng a reconmendation for the CGP wage rates, the HA
may use any rel evant data or

6
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i nformation, including data collected or used during the
annual nai ntenance wage process. |If additional data
collection is necessary, the HA may conduct a limted survey
of construction contractors or other enployers who perform
simlar work in the locality. Were alinted survey is
used, the wage rate for each classification nust be based on
wage paynent data collected fromat |east three enpl oyers.
For exanple, if the CG work will require a Plunber and a

El ectrician, the HA shall collect data fromat |east three



enpl oyers who perform plunbing work and data from at | east
three enpl oyers who performelectrical work. |f an enployer
performs both plunbing and el ectrical work, that enployer
can be a data source for both classifications.

Davi s- Bacon Resi dential Wage Decisions. |n evaluating the
avai | abl e data, the HA or HUD nay take into consideration or
use the current DOL Davi s-Bacon residential wage

determ nation decisions. Wile nonroutine maintenance
clearly is not covered by Davi s-Bacon wage requirenments as a
matter of statute, in sone cases, the wage rates contained
in the Davi s-Bacon wage deci sion nmay reasonably reflect the
rates which are prevailing for nonroutine naintenance worKk.

I n using Davis-Bacon wage rates, generally only residenti al
classifications and wage rates would be appropriate for
nonroutine mai ntenance in residential units, regardl ess of
the nunber of stories in the buildings where the work will
be perfornmed. However, if the nonroutine nai ntenance work
will be performed in other than residential space (i.e, HA
of fices or maintenance buildings), the residential Davis-
Bacon wage rates shall not be used for that work.

| ssuance of the Nonroutine Miintenance Wage Determ nation
The Labor Relations Staff shall review the data and/or
recomendati ons provided by the HA and i ssue the Nonroutine
Mai nt enance wage rate determination reflecting the required
construction trade work cl assifications and prevailing wage
rates. HUD Nonroutine Mintenance wage deternination

deci sions shall be issued on Form HUD-52160 and shall bear
the signature of the Director of Labor Relations.

6. Use and Effectiveness of Prevailing Wage Deterninations.

a.

Davi s- Bacon wage rate determi nations nmay be nodified or
superseded, and, in the case of project decisions, nay
expire. Such deternminations are effective as described in
the DOL Regulations at 29 CFR 1.6 and Handbook 1344.1 REV-1
CHG 1.

Annual Nonroutine Mintenance wage rate deterninations shal
be
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after such effective period the determ nation will expire.
Such deterninations may not be used for specific contracts
or work orders without prior HUD approval (see paragraphs 1
and 4).

Proj ect Nonroutine Mintenance wage rate determ nations
shal |l be project-specific; i.e., applicable only to the
nonrouti ne mai ntenance work for which it was requested.

Unl ess ot herwi se specified, the wage deternination shall be
effective for 180 days after the date it is issued.



d. A wage determination shall be "locked-in" and shall renain
in effect for the duration of the project on the date that
bi ds are opened (for contracts entered into pursuant to
conpetitive bidding), provided that the contract is awarded
within 90 days after bid opening or on the date construction
starts, whichever occurs first.

7. Addi tional Cassifications and Wage Rates. The HA may request an
additional classification and wage rate for any class of | aborer
or nechanic that is not listed on the HUD Annual or Project
Nonrouti ne Mai ntenance wage determ nation and that is to be
enpl oyed on nonroutine naintenance work. The request shal
identify the needed classification and a reconmended wage rate
(including fringe benefits, ff appropriate) and nmust be
acconpani ed by supporting docunentation. HUD will reviewthe
request and docunentation and will issue appropriate additiona
classification(s) and wage rate(s) as an addendumto the
Nonr outi ne Mai ntenance wage determination. Unless otherw se
specified, the additional classification(s) and wage rate(s)
shal |l be effective, retroactively, to the date of the origina
wage determ nation and shall expire with the original wage
determi nation, accordingly.

8. Force Account. HA enpl oyees engaged in the perfornmance of
noder ni zat i on-funded (or nodernization-eligible) construction
work are entitled to receive not |ess than the HUD deterni ned or
Davi s- Bacon wage rate, as applicable, for the type of work they
actual ly perform

9. Contracts for Construction. The HA shall ensure that the
specifications for each contract for construction contains a copy
of the wage rate determ nation (HUD determ ned or Davi s-Bacon) as
issued to the HA by HUD. Such specifications nmust also contain
t he appropriate Federal |abor standards provisions set forth in
Form HUD- 5370. Unl ess otherw se approved in advance by the Labor
Rel ations Staff, each contract for construction shall contain
only one wage rate determ nation

10. Enforcerment. Prevailing wage rate requirenents (Davis-Bacon wage
rates and HUD-det erni ned wage rates) applicable to CGP projects
shal
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be enforced in accordance with appropriate DOL and HUD
regul ati ons, HUD Handbook 1344.1 REV-1, CHG 1, Federal Labor
St andards Conpliance in HUD Progranms, and Labor Rel ations
Desk Guide LR-11, Labor Standards Adm nistration and

Enf orcement Cui delines for HUD Program Parti ci pants.

11. Special Enploynment C assifications and Wage Rates. The HA nay
establ i sh wage rates for approved and bona fide job training
prograns, including Step-Up prograns, to significantly enhance



12.

efforts to provide residents with | ong-term enpl oynent
opportunities. Additionally, the adnm nistrative flexibility
avail abl e in these prograns nay prove valuable to the HA and its
contractors in neeting area enploynment and contracting

obl i gations under Section 3 of the Housing and U ban Devel opnent
Act of 1968, as amended (see HUD i npl enenting regul ations at 24
CFR Part 135), and significantly enhance the Departnment's overal
econoni ¢ enmpower ment obj ectives for public housing residents.

Al so refer to paragraph 2-9 on funding and eligible costs
relating to the devel opnent and inpl enmentation of job training
prograns.

Step-Up Apprenticeship Partnerships. The HA is encouraged to
consi der Step-Up apprenticeship as a neans of pronoting both
resident self-sufficiency and Section 3 job training and

enpl oyment and contracting objectives. Step-Up is based upon

| ocal needs, resources and partnerships to provide access for
residents and other |owincone persons to apprenticeship and
career opportunities in a variety of occupations and job sites,
i ncl udi ng mai nt enance, nonroutine nmai nt enance and construction
wor k subj ect to Federal prevailing wage rates. Local Step-Up
program design is tailored specifically to the locality and is
highly flexible. HAs interested in devel oping a Step-Up program
shoul d contact the HUD Headquarters Labor Rel ations Staff at
(202) 708- 0370.

a. Apprentices and Trainees. Apprentices and trai nees may be
enpl oyed by the HA or its contractors in positions that are
subj ect to Federal prevailing wage rates (i.e., naintenance,
nonr outi ne mai ntenance, devel opnent) and may be conpensated
at less than the prevailing wage rate for their craft or
wor k classification, provided that they are registered in a
job training program which has received the prior approva
of the Director of Labor Relations having jurisdiction for
the HA

(1) Pre-Approved Progranms. Sone apprentice or trainee
progranms nay have al ready been registered or received
certification by the DO., Bureau of Apprenticeship and
Training (BAT), or by a State apprenticeship agency.
In such cases, the HA need only provide a copy of the
programto HUD with evidence of registration or
certification. Such progranms will be

9
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approved by HUD for maintenance wage purposes with no
further review required. Al apprenticeship and
trainee prograns for construction work subject to
Davi s- Bacon wage rates shall be approved in advance by
the BAT or State agency.

(2) HUD Approved Prograns. The HA wishing to establish
mai nt enance or nonroutine nmai ntenance apprentice or



trainee classifications and wage rates shall subnit a
description of the proposed programto the Labor

Rel ations Staff for review and approval of wage rates.
The description shall include:

(a) Target positions and job titles;

(b The training curriculum including on-the-job
training and any classroominstruction to be
provi ded, including the nunber of hours dedicated
to each;

(c) The proposed wage rates over the course of the
training period;

(d) The organizations or institutions that wll
provi de the training;

(e) The supervision to be provided and the ratio of
journeyworkers to apprentices/trai nees during on-the-job
traini ng;

(f) Were HA workers are represented under a
col l ective bargai ni ng agreenent or nenorandum of
under st andi ng, evi dence of consultation with
aut hori zed enpl oyee representatives;

(g) A specific plan for final job placenent of
participants, either for positions within the HA
or with outside agencies or firms or resident
management corporations (RMCs); and

(h) A statenent as to how HA residents will
participate in the training program

Note: HUD shall evaluate the program agai nst the

obj ectives and standards of the "Nationa
Apprenticeship and Trai ni ng Standards for the Buil ding
Mai nt enance Repairer,” which is sponsored by the

Nati onal Association of Housing and Redevel opnent
Oficials (NAHRO) and certified by the U S. Bureau of
Apprenticeship and Training. Prograns that are

10
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found to be substantially simlar to these nationa
standards nmay be approved for routine and/or nonroutine
mai nt enance activities.

(3) Approval of Program and Apprentice/ Trai nee
Classifications, Wage Rates, and Ratios. Were a
mai nt enance or nonrouti ne nmai ntenance apprenticeship or
trainee programis found acceptabl e for HUD determ ned
wage purposes, the Director, Labor Relations Staff,



shall issue a witten approval of the programto the
HA. The apprentice/trainee classifications, wage rates
and ratios of apprentices/trainees to journeyworkers
shal | be specified within the approved program

st andar ds.

13. Vol unteers and O her Donated Labor

a.

Vol unteers. Section 955 of the National Affordable Housing
Act of 1990 created Section 12(b) of the Act, which exenpts
bona fide volunteers fromthe wage provisions at Section
12(a). This exenption applies to volunteers who woul d

ot herwi se be covered by the DOL (Davis-Bacon) wage rates, or
techni cal, nmaintenance or nonroutine nai ntenance wage rates
applicable to | aborers and nmechani cs, architects, technica
engi neers, draftsmen, and technicians (planners, surveyors,
etc.) and who may perform services for a HA or RMC or ot her
contractor w thout conpensation, provided that such

i ndi vidual s are not otherw se enployed in the devel opnment or
operation of the project. Such individuals shall be

consi dered volunteers only when their services are offered
freely and wi thout pressure or coercion, directly or
inmplied, froman enployer. Volunteers may receive paid
expenses, reasonable benefits, or a nonminal fee to perform
the services for which they volunteered, but in no case
shal | such benefits be construed in any way as paid
conpensation. Any such paynments shall be approved in
advance by HUD. The HA is encouraged to consult with the
Labor Relations Staff before using volunteers on projects
covered by Federal prevailing wage requirenents. Refer to
24 CFR Part 70 for further guidance.

Waiver to Permit Donated Labor by HA Residents. HA
residents who are enployed by an RMC in the operation of a
project or devel opnent nmay donate a portion of their |abor
to the RMC, provided that a witten waiver is obtained in
advance from HUD (see 24 CFR 70.5). The HA shall subnmit a
wai ver request in witing to the Labor Relations Staff and
shall be specific as to the nane of each participating

resi dent and the number of hours each will donate. The
donation of any labor is subject to the terms and conditions
of any applicable collective bargai ni ng agreenent.

11
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C.

Recor dkeeping. The HA and the RMC shall maintain carefu
records of all volunteers and donated |abor for
adnmi ni strative and nonitoring purposes. Such records shoul d
i nclude the nane of each volunteer or donator, the type of
work or services performed, the dates and nunber of hours of
vol unteer or donated work or services, and an accounting of
any expenses, benefits or fees provided. These records
shoul d be preserved by the HA or RMC for a period of at

| east three years follow ng conpletion of the



vol unt eer/ donat ed wor k

14. Preenption of State Prevailing Wage Requirements. Prevailing
wage rates determined under State or tribal law are inapplicable
under the circunstances set forth in '965.101 or '950.172(b).

12
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APPENDI X 1-9 AUDI TS

Under the Single Audit Act of 1984 (31 U S.C 7501-7507), the HA which
recei ves CGP assistance shall conply with the audit requirenments of 24
CFR Part 44 and any ot her expanded audit requirenments as HUD nay
require. The Secretary of HUD, the Inspector General of the
Department of HUD, and the Controller General of the United States
shal | have access to all books, documents, papers, or other records
that are pertinent to the activities carried out under this Handbook
in order to make audit exam nations, excerpts, and transcripts. Due
to the flexible nature of the CGP, HAs, residents and comunity
nenbers are advi sed that a conprehensive, well-conducted audit may
serve as a primary tool in assuring that all nodernization funds are
used effectively. [Sec. 14(e)(4)(Q1]; ['968.145(b) or '950.622(b)]

1



Gener al
services or enpl oynent of individuals, and equi pnent for and
enpl oyment of HA police officers for HUD authorized HA police
departrents are eligible costs.

Appendi x 2-1
7485.3 G

APPENDI X 2.1 PUBLI C SAFETY AND SECURI TY

Enpl oynent of security guard personnel through contract

Cont ract ed/ HA Enpl oyed | ndi vi dual (s) Security Guard Personne

Servi ces.

a.

Contracting for security guard services or direct HA

enpl oynment of individual (s) security guard personne
services is permtted and shall be an open conpetitive
process in which individual conpanies and/or individual (s)
partici pate.

Security guard personnel shall only perform services not
usual Iy performed by | ocal |aw enforcenent agencies on a
routi ne basis, such as patrolling inside buildings,
provi di ng personnel services at building entrances to check

for

proper identification, or patrolling and checking

parking |l ots for appropriate parking decal s.

Security guard personnel shall neet and denonstrate
conpliance with all relevant Federal, state, or local/triba

government insurance, licensing, certification, training,
bondi ng, or other similar requirenments relating to security
servi ces

The HA and the provider (contractor/individual (s)) of the
security guard personnel services are required to enter into
and execute a security guard personnel services contract

t hat

includes, but is not linmted to, the follow ng: the

activities to be perforned by security guard personne

enpl oyed by the contractors; the scope of authority, witten
policies, procedures, and practices that will govern
security personnel perfornmance (i.e., a Policy Manual as
descri bed in subparagraph d(4)); how the contractors
personnel shall coordinate activities with the local |aw

enf orcenent agency; and the types of activities that the
approved contractors security guard personnel are expressly
prohi bited from undert aki ng.

(1)

(2)

Expenditures for activities under this paragraph wll
not be incurred by the HA and/or funds rel eased by the
FO until the HA has executed a witten contract for
security guard personnel services
(contractor/individual (s)).

Security guard personnel services shall be guided by a
contract for services that includes a policy manual that
regul ates, directs, controls, and nonitors the conduct
1
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and activities of its personnel. The HA shall ensure
all security guard personnel are trained at a m ni mm
in the areas described in this paragraph. The up-to-date
policy manual shall exist before a contract for
services nmay be executed. Areas that shall be covered
in the policy manual include, but are not linted to:
use of force; resident contacts; enforcenent of HA
rules; response criteria to calls; pursuits; arrest
procedures; reporting of crines and workl oad; feedback
procedures to victins; citizens' conplaint procedures;
internal affairs investigations; tow ng of vehicles;
aut hori zed weapons and ot her equi pnent; radio
procedures internally and with |ocal police; training
requi renents; patrol procedures; scheduling of neetings
wWith residents; required reports; recordkeeping;
position descriptions on all personnel; post
assignnents and nonitoring and sel f-eval uati on program

3. Equi prent for and Enpl oynent of Personnel for HA Police
Departnments.

a.

Fundi ng for equi pnment and enpl oynent of HA police
departnent personnel is eligible only where HUD has
aut hori zed the HA police departnent.

HAs shall denonstrate the current |evel of |ocal |aw

enf orcenent agency basel i ne services being provided to
the HA/ devel opnents. The baseline services are defined
as ordinary and routine services provided to the
residents, as a part of the overall city and county-w de
depl oynent of police resources, to respond to

crime and other public safety incidents, including 911
conmuni cati ons, processing calls for service, routine
patrol, police officer response to calls for service

and investigative followup of crimnal activity.

HA police departnents shall neet, and denonstrate
conpliance with, all relevant Federal, state, or

| ocal /tribal government insurance, |icensing,
certification, training, bonding, or other simlar |aw
enf orcenment requirenents.

HA police departnments shall be guided by an up-to-date
policy manual that regulates, directs, and controls the
conduct and activities of its personnel. Al HA police
of ficers shall be trained at a mininumin the follow ng
areas: use of force; resident contacts; enforcement of
HA rul es; response criteria to calls; pursuits; arrest
procedures; prisoner transport procedures; reporting of

2
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crimes and workl oad; feedback procedures to victins;
citizens' conplaint procedures; internal affairs
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i nvestigations; towi ng of vehicles; authorized weapons
and ot her equi pment; radi o procedures internally and
with local police; training requirenents; patro
procedures; scheduling of nmeetings with residents;
required reports; recordkeepi ng; evidence and drug

sei zures; position descriptions on every class of
personnel ; post assignnments; and integration of HA
police and security personnel with [ocal police as part
of the HA's conprehensive security and safety strategy.

HA police departnments shall collect information on
drug-related crine and other crimnal activities as
defined by the Uniform Crinme Reporting (UCR) system
(any Part | or Part Il crimes that occur). HA police
departnents shall establish, inplenment and maintain a
system of records nanagenent that ensures
confidentially of crimnal records and information. An
HA- approved daily activity and incident conplaint form
shal | be used for the collection, analysis, workload,
response to service calls, reporting of activities and
crime by officers within the HA devel opnments.

Conput ers, software, and associ ated equi pnent are
pernmitted as eligible itens for HA crinme and workl oad
data collection activities to support the overall HA's
compr ehensi ve crine prevention, security and safety

m ssi on.

HA police departnent officers shall have car-to-car (or
ot her vehicles) and portabl e-to-portable radio
communi cati ons |inks between HA police officers and

| ocal | aw enforcenment officers to assure a coordinated
and safe response to crinmes or calls for services. The
use of scanners (radio nonitors) is not sufficient to
neet this requirenent.

HA police departnents shall enploy a comunity policing
concept.

(1) Conmunity policing has a variety of definitions;
however, for the purposes of the CGP, it is
defined as a nmethod of providing | aw enf orcenent
services that stresses a partnership anong
residents, police, schools, churches, governnent
services, the private sector, and other
local/tribal, state, and Federal |aw enforcenent
agencies to prevent crinme by addressing the
conditions and problens that lead to crinme and the
fear of crine.

(2) Conmmunity policing involves a phil osophy of
proactive neasures, such as foot patrols, bicycle
patrols and citizen contacts. It enpowers police
of ficers at the beat and zone |levels and residents



i n neighborhoods in an effort to: reduce crine
and fear of crime; assure the naintenance of
order; provide referrals of residents, victinmns,
and the homel ess to social services and gover nnent
agenci es; assure feedback of police actions to
victinms of crime; and pronote a | aw enforcenent
val ue systemon the needs and rights of residents.

HA police departnents that are not nationally or state
accredited shall submt a plan and tinetable for such
accreditation. HAs nay use either their state
accreditation program if one exists, or the Conm ssion
on Accreditation for Law Enforcenment Agencies (CALEA)
for this purpose.

The | aw enforcenment conmunity devel oped a body of
standards in 1981 agai nst which | aw enforcenent
agenci es could be evaluated. While sone states have
their own | aw enforcenent accreditation program the
nati onwi de accreditation programis managed by the
CALEA, which is located in Fairfax, VA The purpose of
accreditation is to reduce the liability exposure of
agenci es and personnel, and to assure that |aw

enf orcenment agenci es neet a uni form body of standards.

The accreditation concept enphasizes a voluntary, self-
mot i vat ed approach by whi ch organi zati ons seek to

achi eve and naintain objectively verified high quality
operations through periodic eval uations conducted by an
i ndependent, nongovernmental body that has established
standards for its "clientele". |In sinple ternms, "to
accredit" neans to recognize or vouch for an agency as
conformng to a body of standards related to a specific
discipline - in this instance, |aw enforcenent.

The process for CALEA consists of formal application, a
mutual aid contract, an in-depth self assessnent, an
on-site assessnent by Conmm ssion-sel ected practitioner
assessors fromoutside the state of the requesting
agency, and final Conmi ssion review and deci sion.

Sel f - assessnment enabl es an agency to establish proofs
of conpliance with standards specific to the agency and
to review its organi zati on, managenent, operations, and
adm nistrative activities to determine if it nmeets the
requi renents. Certain standards are mandatory based on
health, life, safety, and inportance to the comunity
and the agency.
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Use of CGP funds for HA police departnent accreditation
activities is pernmitted, including hiring an HA police
departnent accreditation specialist to nmanage the
accreditation program



m HAs with HUD- aut hori zed police departnments are
permtted to use CGP funds to purchase or |ease any |aw
enforcenment clothing or equi prent, such as vehicles,
uni forms, amunition, firearns/weapons, police
vehi cl es, including cars, vans, buses, and protective
vests, or any other supportive equi pnent, etc. that
supports the HA's security m ssion

n. HAs that do not have HUD- aut horized police departnments
are not permtted to use CGP funds to purchase or |ease
any | aw enforcenment clothing or equi pnment for use by
their police departnents.

0. Expenditures for activities shall not be incurred by
the HA and/or funds rel eased by the FO until the HA has
net all the above requirenents.

4, Rei mbur senent of Local Law Enforcenent Agencies for Additiona
Security and Protective Services

a. Addi tional security and protective services shall be over
and above the local police departnent's current |evel of
basel i ne services. Local police departnment baseline
services are defined as ordinary and routine services
provided to residents as a part of the overall, city and
county-wi de depl oyment of police resources, to respond to
crime and other public safety incidents, including 911
conmuni cati ons, processing calls for service, routine
patrol, police officer response to calls for service, and
i nvestigative followup of crimnal activity.

b. HAs shall first define the current |ocal police departnment's
| evel of baseline services to the HAresidents (which should
be the sane city/county-w de) to include the nunber of
of ficers and equi prent and the actual percent of their tine
assigned to the HA/ devel opnents and then denonstrate to what
extent the activity will represent an increase over and
above these baseline services.

C. HAs are not permitted to supplant |ocal existing police
departnent positions. Funding fromthe HA shall be over and
above the approved | ocal governnent budget for the local |aw

5
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enf orcenent provider and shall not be used to supplant the
| aw enf orcenment agency's budget. Supplanting is defined as
ta@ the place of or superseding.
d. Rei mbur senent of |ocal |aw enforcenent agencies for

addi ti onal protective services for comunicati ons and
security equipnent to inprove collection, analysis, and use
of information about drug-related crine, other crinina
activities and associ ated probl ens i n HAs/ devel opnents, such
as surveillance equipnment (e.g., Cosed Crcuit Tel evision



(CCTV), software, caneras, nonitors, conponents and
supporting equi prent), conputers accessing national, state,
or local/tribal government security networks and dat abases,
facsim | e machi nes, tel ephone equi prment bicycles, and notor
scooters is permtted for the HA devel opment’'s conprehensive
security efforts, and in connection with the establishnment
of a |l aw enforcenent substation and presence on HA property.
The rei mbursenment shall be provided in accordance with a
contractual agreenent between the HA and the | ocal |aw

enf or cenent agency.

To reinburse the local |aw enforcenent agency for additiona
security and protective services, the HA shall execute a

| ong-term | aw enforcenent service agreenent, (over and above
| ocal | aw enforcenent baseline services) with the primry

| aw enf orcenent provider (local police, sheriff and/or
state). The HA shall include in the service agreenment, but
not be linmted to the follow ng: supplenmental |aw
enforcenent services to HA and residents and properties that
shal | be over and above the baseline services of the |oca

| aw enf orcement provider and HA fundi ng shall be over and
above the approved | ocal governnent budget for the |aw
enforcenent provider and shall not be used to supplant the
| aw enf orcenment agency's budget; the | aw enforcenent

provi der shall enploy a community policing nmodel that is
acceptable to the HA, the HA shall designate the |ocations
and times for the supplenmental |aw enforcenment services;
service |level objectives shall be clearly defined in the
service agreenent; supplenent |aw enforcenment personne
shal | conplete specific forns provided by the HA for use in
col l ecting, analyzing, and nonitoring workload and
activities; the nmunicipality shall provide supervision of
suppl enental | aw enforcenment personnel; and a denonstrated
conmtrent fromthe nunicipality to devel op and execute an
| aw enf orcement operations plan, regrading a conprehensive
security strategy in the HA, that is acceptable to the HA

The | ocal | aw enforcenent agency shall collect police

of ficer activity (not just hours of work) information for

the HA. The agency shall use an HA-approved activity form

for the collection,
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anal ysis and reporting of activities by officers funded
under this section. Reinbursenment of |ocal |aw enforcenent
agencies for additional protective services for conputers,
software, and associ ated equi pnent are pernmitted as eligible
items for HA crinme and workl oad data collection activities
to support its conprehensive security and safety mission

HAs are not pernmitted to supplant |ocal police departnent
exi sting positions. Funding fromthe HA shall be over and
above the approved | ocal governnent budget for the |aw
enforcenent provider and shall not be used to supplant the
| ocal | aw enforcenent agency's budget.



Expendi tures shall not be incurred by the HA and/or funds

rel eased by the FO until the HA and the | ocal |aw

enf orcenent agency execute a contract for the additional |aw
enf orcenent servi ces.

To assist HAs to devel op and adninister relevant, fair, and
productive protective services or |aw enforcenent contracts
with [ocal police departments for the delivery of effective
services to HAs and residents, a sanple contract for |aw
enforcenent services is provided with the application kit.
A sanpl e contract may be obtained by calling HUD s Drug
Informati on and Strategy O eari nghouse at 1-800-578-3472.

The Departnment encourages |ocal comunity coll aborations

bet ween HAs and | ocal police departnents, regarding
elimnation of drug-related crime, other crimnal activities
and associated problens to i nprove safety and security for
HA residents. This strategy shall include inplenentation of
a community policing programthat is acceptable to the HA

The Department encourages HAs to work closely with | oca
police departnents to pernmit the admi ssion to public housing
of police officers and other security personnel, whose

vi si bl e presence may serve as a deterrent to drug-rel ated
crime, other crimnal activities and associ ated probl ens.
Section 519 of the Cranston-Gonzal ez National Affordable
Housing Act (42 U.S.C. 1437a-1) permits HAs to allow police
of ficers and other security personnel not otherw se eligible
for occupancy to reside in public or Indian housing dwelling
units under a plan that will increase security for

residents, while nininizing both the reduction of avail able
dwelling units and loss of HA income. Refer to 24 CFR Part
960, Subpart E, for PHAs or to 24 CFR 950.308 for |HAs. For
assi stance regarding this programcontact the FO

7
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5.

Physi cal |nprovenents to Enhance Security.

a.

Physi cal inprovenents that are specifically designed to
enhance security are eligible costs. These inprovenents nay
include, but are not limted to: installation of barriers,
lighting systens, fences, surveillance equipnment (e.g.
Closed Crcuit Television (CCTV), caneras, nonitors,
conponents and supporting equi pnent, etc.), speed bunps,
bolts, locks; and the | andscaping or reconfiguration of
conmon areas so as to discourage drug-related crine, other
crimnal activities and associated problems in the

HA/ devel opnent s.

Al'l physical inprovenents shall be accessible to persons
with disabilities. For exanple, sone types of |ocks, buzzer
systens, doors, etc., are not accessible to persons wth
l[imted strength or nobility or hearing inpairnment.



Vol untary Tenant Patrols. The elimnation of drug-related crineg,

ot her

crimnal activities and associ ated problens within the

HA/ devel opnents requires the active involvenent and conmit ment of
residents and their organi zations.

a.

The provision of training and equi pnent (including all season
uni forms and equi pnent) for use by active voluntary tenant
patrols acting in cooperation with officials of |ocal |aw
enforcenent agencies is an eligible cost. Menbers nmust be
vol unteers and nust be tenants of the HA/ devel opnents.

Vol untary tenant patrols established under the CGP are
expected to patrol in the HA devel opnents, and to report
illegal activities to appropriate HA staff, and |ocal/tri bal
state, and Federal |aw enforcenent agencies, as appropriate.
HAs are required to obtain liability insurance to protect

t henmsel ves and the nenbers of the voluntary tenant patro
agai nst potential liability for the activities of the patrol
The cost of this insurance is not an eligible CGP cost.

The HA and the cooperating | ocal |aw enforcenment agency,
bef ore expendi ng any CGP funds, shall enter into and execute
a witten agreenent that describes the foll ow ng:

(1) The nature of the activities to be performed by the
voluntary tenant patrol, the patrol's scope of authority
and assignment the established policies, procedures and
practices that will govern the voluntary tenant patrol's
performance, and how the patrol will coordinate its
activities with the local |aw enforcement agency;

8
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(2) The types of activities that a voluntary tenant patrol is
expressly prohibited fromundertaki ng that include, but
are not limted to, the carrying or use of firearns or
ot her weapons, nightstick, clubs, handcuffs, or mace in
the course of their duties; and

(3) The initial and follow up training that the voluntary
tenant patrol nenbers receive fromthe local |aw
enforcement agency. Training by the local |aw
enforcenment agency is required before putting the
vol untary tenant patrol into effect.

Uni forms, conmmuni cation and rel ated equi pnent eligible for CGP
fundi ng shall be reasonabl e, necessary, justified and rel ated
to the operation of the voluntary tenant patrol and otherw se
perm ssi bl e under local/tribal, state, or Federal I|aw.

Bi cycl es, notor scooters, all season unifornms and associ at ed
equi pment shall be identified with specific HA devel opnent

i dentification/ markings and shall be used exclusively by the
menbers of the voluntary tenant patrols in the course of their
duties.

The sal aries of HA personnel or residents hired to coordinate



the voluntary tenant patrols are eligible CG costs.
9
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APPENDI X 2-2 DEVELOPMENT ACCOUNTS/ ACCOUNTI NG PROCEDURES
| NTRODUCTI ON
Appendi x 2-2 is conprised of the follow ng three sections:
Section 1 - Chart of Accounts/Selected Definitions
Section 2 - Listing of Ineligible Devel opnment Accounts
Section 3 - Sanple Accounting Entries

SECTION | - CHART OF ACCOUNTS/ SELECTED DEFI NI TI ONS

CGeneral Ledger Accounts: An asterisk (*) denotes devel opnent accounts
used only for the Conprehensive G ant Program (CGP).

Account Number Account Title

1400. 1* CGP Cost (Control)

2830* CGP Repl acenent Reserve

2845 Cunul ati ve HUD Grant Funds for CGP/Cl AP at Fisca
Year End

6200* Credits and Charges to CGP Repl acenment Reserve
(Net)

8029. 2 CGP/ Cl AP Funds Received During Current Year

Al | owabl e Subsi di ary Devel oprment Accounts to Account 1400.1, CGP Cost
(Control):

For work to be funded with CGP funds, the appropriate devel opnent

account nunber that relates to proposed work is entered on Form HUD- 52837,
Annual Statenent/Performance and Eval uati on Report, and, where

applicable, on Form HUD 52842, Annual Statenent/ Performance and

Eval uati on Report on Repl acenent Reserve (when replacenent reserve

funds are utilized). The follow ng devel opnent accounts may be used

in the CG and, therefore, represent eligible costs. An asterisk (*)
denot es devel opnent accounts used only for the CGP

Account Number Account Title
1406 Qper ati ons
1408 Managenent | nprovenents
1410. 1 Nont echni cal Sal ari es
1410. 2 Techni cal Sal ari es
1410. 4 Legal Expense
1
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1410.9 Enpl oyee Benefit Contributions
1410. 10 Travel

1410. 12 Publications (limted to printing and distribution



of CGP-related material s)

1410. 16 Tel ephone and Tel egraph (including facsimle)
1410. 19 Sundry (excluding costs not directly attributable
to the Modernization Progran)
1411* CGP Audit Cost
1415 Li qui dat ed Danmges
1430.1 Architectural and Engi neeri ng Fees
1430. 2 Consul tant Fees
1430. 6 Permt Fees
1430. 7 I nspection Costs
1430. 19 Sundry Pl anni ng Costs
1440.1 Property Purchases
1440. 2 Condenmmati on Deposits
1440. 4 Surveys and Maps
1440.5 Apprai sal s
1440. 6 Title Information
1440. 8 Legal Cost - Site
1440. 10 Option Negoti ations
1440. 12 Current Tax Settlenents
1440. 19 Sundry Site Costs
1450 Site | nprovenents
1460 Dnel ling Structures
1465. 1 Dnel 1'i ng Equi prent - Nonexpendabl e
1470 Nondwel I'i ng Structures
1475. 1 Nondwel | i ng Equi pnent - O fice Furniture and
Equi pment
1475. 2 Nondwel i ng Equi prrent - Mai nt enance Equi pnent
1475. 3 Nondwel |'i ng Equi prrent - Conmunity Space Equi pnent
1475. 4 Nondwel i ng Equi pnent - Conputer Equi pnent
1475.7 Nondwel | i ng Equi pnent - Autonotive Equi pnent
1475.9 Nondwel | i ng Equi pnent - Expendable (only in
conjunction with HUD approved force account |abor)
2
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1485 Denolition Costs
1490* CGP Repl acenment Reserve
1495 Rel ocati on Costs
1498 MOD Funds Used for Devel opnent

For descriptions of the above accounts, refer to the PIH Low Rent
Techni cal Accounting CGui debook 7510.1. Descriptions of existing
accounts specific to nodernization (accounts 1406, 1408, and 1498) and



specific to CGP (accounts 1411 and 1490), as well as a description of
a new account (1485) are set forth bel ow

1400. 1*

1406
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1408

CGP Cost (Control). This account shall be debited
with all costs incurred in connection with an
approved CGP Annual Statenent. The costs are nore
specifically defined in the description of the
subsi diary accounts to Account 1400.1. This
account shall be supported by a CGP Cost Ledger
cont ai ni ng the breakdown of costs by the
subsidiary cost accounts. A separate account
1400.1 shall be maintai ned for each CGP Annua
Statenment for which an Actual Modernizati on Cost
Certificate (AMCC) is required for fisca

cl oseout .

CGP Cost Ledger. The CGP Cost Ledger shall be

mai ntained in such a way that the CGP costs
classified by the prescribed classification of
subsi di ary accounts can be determ ned separately
for each CGP Annual Statenent. At the close of
each reporting period, the cunmul ative total of the
amounts recorded in the CGP Cost Ledger shal
represent the total CGP costs incurred to date
regardl ess of whether such costs have or have not
been pai d.

Subsi di ary Accounts to General Ledger Account
1400.1 CGP Cost (Control). The subsidiary
accounts to Account 1400.2, Devel opnment Cost,
shal |l be used, to the extent applicable, as
subsi diary accounts to Account 1400.1, CGP Cost
(Control). The subsidiary account nunbers and
titles which may be used for the CGP are listed
above; the subsidiary accounts which may not be
used are listed in Section 2 of this Appendix.
Except as noted, the definitions of the subsidiary
accounts are the sanme as that provided in

Qui debook 7510. 1.

Operations. This account shall be charged (and
Account 3000/ 3690 credited) with the anount of
nmoder ni zation funds allocated by the HA to be used
for operating

expenses of projects included under Section 9 of
the U S. Housing Act, as anended. For
Moder ni zati on purposes, the funds for Account 1406
are considered to be obligated and expended at the
poi nt of drawdown.

Managenment | nprovenents. This account shall be
charged with all costs incurred by the HA for



1411*

1485

1490*

1498

2830

managenent inprovenents, including nontechnica

sal aries, technical salaries, enployee benefit
contributions, and consultant fees. Non-expendable
equi prrent shall not be charged to this

account, but to Account 1475.

CGP Audit Cost. This account shall be charged
with the cost of the Independent Audit (IA)
specifically authorized for the CGP

Denolition Costs. This account shall be charged
with all costs incurred by the HA for denolishing
and clearing existing public housing structures
and ot her inprovenments, disconnecting utilities,
and clearing the site.

CGP Repl acenent Reserve. This account shall be
debited (and Account 2830 credited) with the
anount aut horized by HUD in the CGP Annua
Statenment to be funded and set aside as a

repl acenent reserve to carry out eligible
activities in future years.

MDD Funds Used for Devel opnent. This account
shall be used to record, as part of the
nmoder ni zati on program cost, costs that are funded
by a nodernization programfor the devel opnent of
| ow-rent housing. The devel opnent costs recorded
in this account shall be included in the Actua
Moder ni zati on Cost Certificate for the
noder ni zati on project which provided the funding.

Reserved Surplus - CGP Replacenment Reserve. The
credit balance in this account represents the
anount available to carry out activities described
in an approved Annual Statenent on Repl acenent
Reserve for use of CGP repl acenment reserve funds.

This account shall be credited (and Account
1400. 1/ 1490 debited) with the ampbunt authorized
and funded as a replacenent reserve cost in the
CGP Annual Statenent.

4
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At the end of the June 30 CGP Repl acenent Reserve
reporting period each year, this account shall be
(1) credited (and Account 6200 debited) with the
amount of interest earned on the CGP repl acenment
reserve funds invested, and (2) debited (and
Account 6200 credited) with the anmount of

repl acenent reserve expenditures. A single
account shall be naintained for all Replacenent
Reserves aut horized and funded in the CGP Annua
St at enent s.



6200* Credits and Charges to CGP Repl acenment Reserve
(Net). This account shall be used to record the
i nterest income and expenditures of the CGP
Repl acenent Reserve during the reporting period.
The cost accounts in the 1400 series prescribed
for use for the CGP shall be used as subaccounts
to Account 6200 for classifying expenditures from
the CGP Repl acenment Reserve. 1In addition the
foll owi ng account shall be used to record interest
i ncome from CGP Repl acenent Reserve investnents:

6200/ 1420.7, Interest Income from |l nvestnents.
This account shall be credited with interest
earned on the CGP Repl acenent Reserve funds

i nvest ed.

At the end of the June 30 CGP Repl acenent Reserve
reporting period each year, the net bal ance of
this account shall be closed into Account 2830,
Reserved Surplus - CGP Repl acenent Reserve

If the HA fiscal year end does not coincide with
the June 30 CGP Repl acement Reserve reporting
date, the balance in Account 6200 shall be cl osed
to Account 2830 for fiscal year end reporting
purposes. The fiscal year end closing entry shal
be reversed at the beginning of the new fisca
year in order to reestablish the Account 6200

bal ance for the June 30 reporting period
requirenent.

The Account 6200 data shall be maintained in
sufficient detail to permt reporting of

expendi tures agai nst approved Annual Statements on
Repl acement Reserve for use of CGP Repl acement
Reserve funds
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SECTION 2 - LISTING OF | NELI G BLE DEVELOPMENT ACCOUNTS

The following listing of devel opnent accounts that nay not be used in

the CGP, and therefore represent ineligible cost, are defined in
Gui debook 7510. 1.

Account Number Account Title
1410. 3 Work - MH Contribution
1410. 14 Menber shi p Dues and Fees
1410. 18 Equi pnrent Expended
1410. 19 Sundry (costs not directly attributable to the

Moder ni zati on Program

1418 Counsel ing and Training Costs



1420.1 Interest to HUD

1420.7 Interest - Incone FromInvestnments (except as a
sub-account to 6200 for CGP Repl acenent Reserve
I nvest ment s)

1425 Initial Operating Deficit

1430.9 Housi ng Surveys

1440. 3 Excess Property

1440.7 Site - IVH Contribution

1440. 20 Site Net |ncone

1465. 2 Dwel I'i ng Equi prent - Expendabl e

1465. 3 Dwel I'i ng Equi prent - IH Contri bution

1475. 9 Nondwel | i ng Equi pnent - Expendable (other than in
conjunction with HUD approved force account | abor)

1475. 10 Nondwel | 'i ng Equi prent - MH Contri bution

1480 Contract Work in Progress

1482 Devel oper's Contract Price (Turnkey) Wirk in

Progress

SECTI ON 3 - SAMPLE ACCOUNTI NG ENTRI ES
Sanpl e accounting entries for the CGP are as foll ows:
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Recei pt of CGP Funds:
a. Debi t: Account 1111.1, Cash, General Fund (CGP/ Cl AP)
Credit: Account 8029.2, CGP/Cl AP Funds Received During

Current Year

To record receipt of CG funds from HUD. [Account 8029.2 is

closed to

Account 2845, Cunul ative HUD Grant Funds for CGP/ Cl AP at Fi sca
Year

End. ]

Expendi ture of CGP Funds:

A separate Account 1400.1, CGP Cost (Control), and subsidiary account
CGP Cost Ledger are nmintained for each CGP Annual Statenent.

b-1. Exanple: To record the cost of site inprovenents included in the
CGP Annual Statenent:

General Ledger
Debi t: Account 1400.1, CGP Cost (Control)

Credit: Account 1111.1, Cash, General Fund (CGP/ Cl AP)



CGP Cost Ledger
Debi t : Account 1450, Site |Inprovenents

b-2. Exanple: To record allocation of nodernization funds to be used
for operating expenses.

General Ledger
Debi t: Account 1400.1, CGP Cost (Control)

Credit: Account 3000, Operating Incone

CGP Cost Ledger
Debi t : Account 1406, Operations

Operating I ncome Ledger
Credit: Account 3690, Other | ncone
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b-3. Exanple: To record CGP funds used to pay |owrent housing
devel opnent costs.

General Ledger
Debi t : Account 1400.1, CGP Cost (Control)

Credit: Account 1111.1, Cash, General Fund (CGP/ Cl AP)

CGP Cost Ledger
Debi t: Account 1498, MOD Funds Used for Devel oprment

Recordi ng CGP Repl acenent Reserve as CGP Cost:

Under certain circunstances, the HA may include in the CGP Annua
Statement an amount to be funded and set aside as a "repl acenent
reserve” to carry out eligible activities in future years. The funding
of the CCGP replacenent reserve is an eligible cost to the CGP under
whi ch the repl acenment reserve amount is budgeted. The receipt of the
funds fromHUD is recorded as a credit to Account 8029.2 (see entry
a). The cost of the CGP Replacenent Reserve is recorded as foll ows:

c. Ceneral Ledger
Debi t: Account 1400.1, CGP Cost (Control)
Credit: Account 2830, CGP Repl acenent Reserve

CGP Cost Ledger
Debi t : Account 1490, CGP Repl acenent Reserve

CGP Repl acenent Reserve Transacti ons:

Funds in the CGP Repl acenent Reserve are not identified with a
specific CGP Annual Statenent. Funds nay be accunul ated from vari ous
CGP Annual Statenents, but shall be used for purposes specified on the
Annual Statenent/Perfornmance and Eval uati on Report on Repl acenent



Reserve. Interest incone from CGP Repl acenent Reserve investnments is
credited to the Repl acenent Reserve and is not considered to be
operating income subject to inclusion in the PFS subsidy cal cul ati on.
The HA shall submit an annual report to HUD by Septenber 30 on the
status of the CGP Repl acenent Reserve as of the end of the program
year (June 30).
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I ncone/ Expendi ture Transacti ons- CGP Repl acenent Reserve:
d. Debi t : Account 1162, Investnents
Credit: Account 6200, Credits and Charges to CGP Repl acenent
Reserve (Net)
- and-
Account 6200/ 1420.7, Interest Income from CGP Repl acenment
Reserve | nvestnents

To record interest income earned on CGP Repl acenent Reserve funds

i nvest ed.
e. Exanpl e: CGP Repl acenent Reserve funds are used to repl ace
roof s.
Debi t : Account 6200, Credits and Charges to CGP Repl acenent
Reserve (Net)
- and-

Account 6200/ 1460, Dwelling Structures
Credit: Account 1111.1, Cash

To record roof replacenent expenditures fromthe CGP Repl acenment
Reserve.

Closing Entries - CGP Repl acenment Reserve:
f. Assunming a net debit bal ance in Account 6200:
Debi t : Account 2830, CGP Repl acenent Reserve
Credit: Account 6200, Credits and Charges to CGP Repl acenent
Reserve (Net)
- and-

Debit/Credit: Account 6200/ 1400 subaccounts

To cl ose the bal ance of Account 6200 at June 30 to the CGP
Repl acenent Reserve.

9
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Note: If the HA fiscal year end does not coincide with the June

30 CGP Repl acenent Reserve reporting date, the balance in Account
6200 at FYE al so shall be closed to Account 2830 for fiscal year
end reporting purposes. The fiscal year end closing entry shall



be reversed at the beginning of the new fiscal year in order to
reestablish the Account 6200 bal ance for the July 1 through June
30 reporting period requirenent.

10
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APPENDI X 3-1 SUMVARY EXPLANATI ON OF FORMULA CHARACTERI STI CS
AND VEEI GHTS

Section 509(a) of the National Affordabl e Housing Act (NAHA)
established a systemof formula allocation of nodernization funds to
HAs with 250 or nore units.

Data Used for the Formul a

This formul a was devel oped using data derived fromthe follow ng
sour ces:

1. The Mbderni zati on Needs Study: National, Regional and Field
O fice Estimates: Backl og of Mdernization Needs, prepared by Abt
Associ ates, Inc., of Canbridge, Massachusetts, 1988 ("the Abt
report");

2. Future Accrual of Capital Repair and Repl acenent Needs of
Publ i c Housi ng, prepared by ICF, Inc., of Fairfax, Virginia, 1989 ("
the ICF report"); and

3. HUD operational information systems on past uses of
noder ni zati on funds.

The basis for the fornmula established in NAHA is data on the
estimat ed noderni zati on needs of public housing devel opnents derived
fromthe inspections conducted as part of the study of the backl og of
noderni zati on needs in public housing devel opnents. This devel opnent-1eve
i nformati on was then tested against a wide variety of
characteristics of public housing devel opnents to determn ne which
characteristics came closest to predicting what HUD al ready knew about
t he devel opments from the inspection data.

Wi | e the noderni zation needs study was not designed to produce
devel opnent -1 evel estinmates of nodernization need, but rather to
produce national and regional totals of this need, the nmethod of
devel opi ng these estinmates called for detailed inspections at a
scientifically selected sanple of 996 public housing devel opnents.
This method produced a wealth of data about individual devel opnents,
enough data to permt the devel opment of noderni zati on backl og
estimates for each of these sanpl ed devel opnents.

The availability of this data for a |large sanple of individua
devel opnents pernmits the use of an indirect nethod, based on the
characteristics of public housing devel opnents, for determ ning the
rel ati ve noderni zati on need of individual HAs. This indirect method
i nvol ves estimating statistical relationships between nodernization
needs and the characteristics of a HA's inventory of devel opnents.

1
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These rel ati onshi ps can be estimated fromthe information
provided in the Mdernization Needs Study, the Study of Future Accrua
of Capital Repair and Repl acement Needs, and from suppl ementary
i nformation provided by HUD and the Census on the PHAs and the
conmunities in which they are located. These relationships are then
applied to a database containing devel opnent, HA, and comunity
characteristics for each HA with over 250 units to yield an estimte
of noderni zati on needs for each of these HAs. These HA needs
estimates, when expressed as relative shares of total nodernization
needs, provide indicators of relative need and allocation factors that
can be used to distribute funds in a formul a- based fundi ng system

The Abt and | CF studi es of nodernization needs provide the
essential tools for estimates of HA need based on devel opnment
characteristics. First, they provide estinates of the backlog and
accrual need for 996 devel opnents on the basis of standardized
i nspecti on and nodel i ng.

Second, Abt collected basic data about devel opnents for these and
5,670 ot her devel opnents in nore than 950 HAs (i ncluding al nost al
HAS with 500 or nore units under managenent). Previous Abt and HUD
studi es al so provided contextual indicators of need at the HA and
conmunity level to apply to all of the devel opnents.

Third, the Abt and | CF studies provided sanpling weights that
enabl e statistical relationships of need for the 996 devel opnents to
be generalized to all developnents with the same set of objective
i ndi cators--the Abt sanpling frame of 6,670 devel opnents as well as
ot her devel opments for which data are easily collected.

The formula estimate of needs for public housing devel opnents was
devel oped using a statistical technique called nmultivariate
regression. Miltivariate regression, a technique that HUD al ready
uses to help set HA all owabl e operati ng expenses under the Performance
Fundi ng System (PFS), allows selection of a set of indicators which
maxi m zes the explanation (or "fit") of an independent neasure. The
mul tivariate technique al so suggests the explanatory contribution of
each indicator, individually and in conbination with other indicators.

Selection Criteria for Indicators

Devel opment characteristics had to nmeet several criteria in order
to be used as explanatory indicators in the final regression estimtes
of backl og need and accrual need (each estimted separately). These
criteria were:

Believability. Previous studies or professional judgnment related
the characteristic to some aspect of public housing need.

2
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I ndi vi dual expl anatory significance. The devel opnment
characteristic had to be significantly related (positively or
negatively), with 97.5 confidence, to the need neasure--in statistica



terns, a "t-ratio" above 2, or below minus 2, as appropriate.

Net expl anatory inpact. Wen added to other characteristics to
be used as indicators, the characteristic adds significantly to the
"fit" (for this forrmula, an increase in "adjusted R squared" of at
| east .25, when the maxi num R-squared is 100).

Expected Sign. The characteristic is related to the estimted
neasure in the expected direction (over different time periods, in the
case of the accrual neasure).

Non-col linearity. The explanatory indicator cannot be expl ai ned
to a large degree by one or a set of other explanatory indicators
(operationalized by a R squared of |less than 75, where 100 is
maxi mum).  When indicators are collinear, the indicator with the best
quality and rationale is chosen, or collinear indicators are conbined.

Clarity. The characteristic has a clear-cut specification not
easily manipul ated in data reporting.

Continuity. The indicator has as continuous a range of val ues as
possible, in order to avoid a notch effect.

Ease of collection. The characteristic has been coll ected, or
can be collected, in a standardi zed formfromall HAs.

I ndicators Sel ected for the Backl og Formul a

Using the selection criteria just described, seven indicators
were chosen to estimate the backl og of nodernization needs at public
housi ng devel opnents to noderni ze themto the HUD noderni zati on
standards and to ensure their long-termviability. These indicators
were presented in Appendix B of the Report to Congress on Alternative
Met hods of Fundi ng Public Housi ng Moderni zation, and are listed as the
backl og formula el ements in Section 509(a) of NAHA

The formul a el ements used in the backlog formula and their
assigned weights (i.e., formula coefficients) are as follows:

1. Aver age nunber of bedrooms or unit in a devel opment
(AVEBED), weighted at 2858.7. This indicator represents the nmix of
elderly and family units in a devel opnment and represents the square
footage per unit that can require repair. A higher nunber should
yield a higher backlog per unit. Efficiencies are counted as zero
bedroons for this indicator

Appendi x 3-1
7485.3 G

2. Large famly units in a devel opnent (LFAM, weighted at
7295.7. This indicator represents very large fanilies and a
concentration of children in a devel opnent, wi th consequent wear and
tear on the physical facilities. A higher nunber should yield a
hi gher backl og per unit. This indicator is the difference been the
average nunber of bedroons per unit and 2.5, with val ues bel ow zero



set to zero.

3. Hi gh-rise fam ly devel opment (HRFAM), weighted at 5555. 8.
This indicator represents the special problens, such as el evator
repair, of housing families with children in high-rise buildings. A
val ue of "1" is given for devel opnents averaging at |east 35 units per
buil ding and averaging at |east 1.5 bedroons per unit or averaging
between 1.2 and 1.5 bedroons per unit and having at |east 100 units of
2 or nore bedroons. A value of "1" should yield higher backl og per
unit, relative to all other devel opnents given a val ue of zero.

4, Age of devel opnent (BLDAG, weighted at 206.5. This
i ndicator is the physical age of the devel opnent as of 1985 (the year
i n which the backl og inspections were conducted), capped at 50 years
for acquired devel opnents. It represents years of physical wear, and
soneti nmes, years of undermai ntenance. A higher value should yield a
hi gher backl og per unit.

5. Total family units in a large HA (FAMLPHA), weighted at
.433. This indicator is the nunber of units with 2 or nore bedroons in
an HA, with 5,000 deducted fromthat nunber. Values are capped at
zero and 15,000. It represents the conplex social and physica
envi ronnent of housing lowincome fanilies in a concentrated nmanner in
a large HA. A higher nunber should yield a higher backlog per unit.

6. Area cost index (MEANS), weighted at 27544.3. This indicator
is the RS. Means index (the area cost index used in the Abt and ICF
studies), calibrated nationally at 1.00, with values expressed as the
index minus 1. It represents inter-area differences in the cost of
rehabilitating a given physical property. A higher value should yield
a hi gher backl og per unit.

7. Severe popul ation decline in the comunity (SPOPL), weighted
at 759.5. This indicator is a population loss from 1970 to 1980 in
excess of 12 percent for the conunity. Wen conmunity popul ation
loss is below 12 percent, or when the project is a project for the
elderly, the value is zero. It represents comunity and nei ghbor hood
probl ems, such as abandonnment of property, that can accentuate wear
and tear for devel opnents with children. A higher value should yield
nore backl og per unit. (Al though data fromthe 1990 census are
avail able, this indicator is not updated to reflect the nore recent
data, since it reflects conditions in a comunity in the years
precedi ng the 1985 devel opnent i nspections on which the regression
equation is based.)
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In addition, an equation constant of 1412.9 is used to calibrate
these indicators for estinmating backl og need per unit.

The followi ng table shows the inpact of each of these indicators
in estimating the backlog needs for three types of devel opnents:

1. FM-a "fam|ly" devel opnent in a mediumHA It is assuned to



average 2 bedroons per units; to be in a HA with 400 units of 2 or

nore bedroons; to be in an area with a R'S. Means index of .98 (so

that the Means indicator is -.02=.98-1.0); and to be in a comunity
whose popul ation increased 1% from 1970 to 1980.

2. EL--an "elderly" developnent in a very large HA. It is
assuned to average one bedroom per unit and to be in an area with a
R S. Means index of 1.02, so that .02=1.02-1.00. Al though the HA for
this "elderly" devel opnent has 7000 family units and its area had a
popul ation | oss of 16 percent, the "elderly"” devel opnent is stil
given a value of zero on the FAMLPHA and SPOPL indi cators. (Conpare
this to the very large famly devel opnent assumed to be in the sane
PHA di scussed bel ow.)

3. LFL--A large fam |y developnent in a very large HA. It is
assurmed to average 3.0 bedroons per unit (so the value for LFAMis .50
which is 3 minus 2.5); to be in a HA with 7000 units of 2 or nore
bedroons (so its indicator value for FAMLPHA is 2000=7000 m nus 5000);
and to be in a comunity with a population |oss of 16%from 1970 to
1980 (so its value for SPOPL is 4= 16-12).

The net effect on estimated need columm in the table belowis the
result of multiplying the regression coefficient by the respective
i ndi cat or val ues.

Table 1 -- Estimating Backlog for Three Types of Devel opnents

Net Effect on

I ndi cat or Val ues Esti mat ed Need

Regr essi on Dev. Type: Dev. Type:
| ndi cat or Coef fi ci ent FM EL LFL FM EL LFL
AVEBED 2858.7 2.0 1.0 3.0 5718 2859 8577
FAMPR N A 100 0 300 NA NA NA
LFAM 7295.7 0 0O .5 0 0 3648
HRFAM 5555. 8 0 0O 1.0 0 0 5556
BLDAG 206.5 20 10 30 4130 2065 6195
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FAMLPHA . 433 0 0 2000 0 0 866
MEANS 27544. 3 -.02 +.02 +.02 -551 551 551
SPOPL 759.5 0 0 4 0 0 3038
CONSTANT 1412.9 1413 1413 1413 1413 1413 1413
Predi cted Need Per Unit: 10, 710 6, 888 28, 844

I ndi cators Sel ected for the Accrual Fornmul a

For this formula, accrual need is the 1986-1995 average of age-
rel ated capital accrual needs as nodeled by ICF from Abt data, and
updated to 1990 national totals. Using the selection criteria



di scussed above, six indicators were chosen to estimte accrual need
per unit, and are incorporated as fornula el enents in Section 509 of
NAHA. The formul a elenents used in the accrual fornmula and their
assigned weights (i.e., forrmula coefficients) are as foll ows:

1. Aver age nunber of bedroons per unit (AVEBED), weighted at
100.1. This indicator represents the mx of elderly and famly units
in a devel opment, and the square footage per unit that can require
repair. A higher value should yield a higher accrual per unit.
Efficiencies are counted as zero bedroons.

2. Age of devel opnent (BLDAG, weighted at 10.4. This indicator
is the physical age of the devel opnent as of 1985, capped at 50 years
for acquired devel opments. It represents the stage of the useful life
of building systenms and equiprment. Up to a certain age, as nodell ed,
a higher value should yield a higher accrual per unit.

3. Large fanmly units in a devel opnent (LFAM, weighted at
356.7. This indicator represents very large famlies and a
concentration of children in a devel opnent, wi th consequent wear and
tear on the physical facilities. A higher nunber should yield a
hi gher accrual per unit. This indicator is the difference between the
aver age nunber of bedroons per unit and 2.5, w th values bel ow zero
set to zero.

4. Lowrise devel opnents (LRIS), weighted at 87.1. This
i ndi cator represents the likelihood of fewer econonies of scale for
maj or systens, and the |ikelihood of |arger square footage of floors,
wal I s, and roof covering when the nunber of bedroons per unit is held
constant. It is the difference between five units per building and
the actual average number of units per building, e.g., a maxi num val ue
of four for single-unit buildings. Values below zero are set to zero
A hi gher value should yield a higher accrual per unit.

6
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5. Cost index (MEANS), weighted at 679.1, This indicator is the
R S. Means index (the area cost index used in the Abt and |ICF
studies), calibrated nationally at 1.0, with values expressed as the
index minus 1.0. It represents inter-area differences in the cost of
rehabilitating a given physical property. A higher value should yield
a higher accrual per unit.

6. HA total units (PHAUN), weighted at .0144. This indicator is
the total nunmber of units in the HA, capped at 8000. It represents
t he probable complexity of physical systems not captured by
devel opnent -specific indicators. A higher value should yield a higher
accrual per unit.

In addition, an equation constant of 602.1 is used to calibrate
these indicators to estimte accrual need per unit.

Table 2 shows the effect of these indicators in estimating
accrual need for the sane three devel opnents used to illustrate the



effects of the backlog indicators in Table 1, above.
Table 2 -- Estimating Accrual for Three Types of Devel opnents

Net Effect on

I ndi cat or Val ues Esti mat ed Need

Regr essi on Dev. Type: Dev. Type:
| ndi cat or Coef fi ci ent FM EL LFL FM EL LFL
1. AVEBE 100.1 2.0 1.0 3.0 $200 $100 $300
2. BLDAG 10. 4 20 10 30 205 104 312
3. LFAM 356. 7 0 0 .5 0 0O 178
4. LRI S 87.1 3 0 0 261 0 0
5. VEANS 679.1 .02 +.02 +.02 -14 +14 +14
6. PHAUN . 0144 1000 8000 8000 14 115 115
Const ant 602. 1 602.1 602.1 602.1 602 602 602

Predi cted Accrual Per Unit: $1268 $935

$1521

Despite points of similarity, the selected indicators of accrua
differ in their specification, inpact, and statistical fit fromthe
sel ected indicators of backl og need.

7
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Differences in the indicators of accrual and backl og needs sinply
reflect differences in the neasures of backlog and accrual needs that
are being estimted. Backlog and accrual are markedly different both
in concept and in the way they are nmeasured. Backlog in concept is an
accumul ation of need that can be expected to be higher, all else being
equal , in older or undernuintai ned devel opnents. These types of

devel opnents are usually found in larger HAs. Accrual in concept is
an incremental devel opment nodernization need that arises as systens
age, and begins to be high in devel opments of medium age. Many
medi um si zed and snall HAs have housi ng devel opnents in this age
range. |In practice, noreover, the accumul ati on of backl og needs in
sone devel opnents in larger HAs led to their partial abandonnent by
both residents and managenent, thereby intensifying their backl og.
Backl og can mark the ravages of |ong, neglectful tinme, whereas accrua
is the slow decay of steady tine.
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APPENDI X 4-1 CONTAINS FORM HUD- 52831, EXECUTI VE SUMMARY COF PRELI M NARY
ESTI MATED COSTS (Physical and Managenent Needs - Conprehensive G ant

Pr ogram ( CGP) .

HUD- 52831
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APPENDI X 4-2 CONTAINS FORM HUD- 52832, PHYSI CAL NEEDS ASSESSMENT,
COVPREHENSI VE GRANT PROGRAM ( CGP) .
HUD- 52832
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APPENDI X 4-3 CONTAINS FORM HUD- 52833, MANAGEMENT NEEDS ASSESSMENT,
COVPREHENSI VE GRANT PROGRAM ( CGP) .
HUD- 52833
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APPENDI X 4-4 CONTAINS FORM HUD- 52834, FI VE- YEAR ACTI ON PLAN -- PART I:
SUMVARY AND PART I1: SUPPORTI NG PAGES, PHYSI CAL NEEDS WORK
STATEMENT(s) - COMPREHENSI VE GRANT PROGRAM ( CGP) .

HUD- 52834
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APPENDI X 4-5 CONTAINS FORM HUD- 52835, LOCAL GOVERNMENT STATEMENT -
COVPREHENSI VE GRANT PROGRAM ( CGP) .
HUD- 52835
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APPENDI X 4- 6 CONTAI NS FORM HUD- 52836, HA BOARD RESOLUTI ON APPROVI NG
COVPREHENS! VE PLAN OR ANNUAL STATEMENT - COVPREHENS| VE GRANT PROGRAM
(CGP).

HUD- 52836


http://www.hud.gov/offices/adm/hudclips/forms/hud5.cfm#2�
http://www.hud.gov/utilities/intercept.cfm?/offices/adm/hudclips/forms/files/52832.pdf�
http://www.hud.gov/utilities/intercept.cfm?/offices/adm/hudclips/forms/files/52833.pdf�
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http://www.hud.gov/utilities/intercept.cfm?/offices/adm/hudclips/forms/files/52836.pdf�

i U.S. Department of Housing OMB Approval No. 2577-0157
Physical Needs Assessment and Urban Development (exp. 11/30/2008)

Comprehensive Grant Program (CGP) Office of Public and Indian Housing

HA Name [ ] Original

D Revision Number

Development Number Development Name DOFA Date
or
Construction Date

Development Type Occupancy Type Structure Type Number of Buildings Number of Vacant Units
Rental Family Detached/Semi-Detached
Turnkey IIl - Vacant Elderly Row Current Bedroom Distribution
— 0 1 2 %
Turnkey Il - Occupied Mixed Walk-Up
 — Total Current
Mutual Help Elevator 3 4 5 Units
Section 23, Bond Financed 5+
General Description of Needed Physical Improvements Urgency of
Need (1-5)
Total Preliminary Estimated Hard Cost for Needed Physical Improvements $
Per Unit Hard Cost $
Physical Improvements Will Result in Structural/System Soundness at a Reasonable Cost Yes[ | No [ ]
Development Has Long-Term Physical and Social Viability Yes[ ] No [ ]

Date Assessment Prepared

Source(s) of Information

form HUD-52832 (10/96)

Page ___of ___ ref Handbook 7485.3



Public reporting burden for this collection of information is estimated to average 35 hours per response, including the time for reviewing instructions, searching
existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not conduct
or sponsor, and a person is not required to respond to, a collection of information unless that collection displays a valid OMB control number.

This collection of information requires that each eligible applicant submit comprehensive plan information to HUD every six years in order to receive its annual

formula grant. This information will be used by HUD to determine whether the comprehensive plan/annual submission meets statutory and regulatory
requirements for the annual formula grant. Responses to the collection are required by Section 14(e)(1)(A) and (C) of the U.S. Housing Act of 1937, as amended.

The information requested does not lend itself to confidentiality.

Instructions for Preparation of Form HUD-52832—Physical Needs Assessment

Report Submission: Prepare a separate form HUD-52832 for each devel-
opment in the HA’ sinventory, which is eligible for Comprehensive Grant
Program (CGP) funding, for all HA-wide nondwelling needs, e.g., mainte-
nance equipment, and for any development needs. Submit these forms to
HUD as part of the submission of the original Comprehensive Plan in the
first year of participation inthe CGP and every sixth year when acomplete
revision of the physical needs assessment is required. On an as-needed
basis, submit a revised form where physical needs have significantly
changed sincethelast needs assessment and the HA wishesto includethese
needs in the Five-Year Action Plan. Developments which are contiguous
and treated as one devel opment for management purposes may be grouped
together on a single form.

Heading Instructions:
HA Name. Enter the HA name.

Original or Revision Number. Self Explanatory. Every sixth year anew
original is prepared.

Development Number. Enter an 11-digit alpha numeric code as follows:
two-digit State code (alpha); two-digit Field Office code (numeric); P for
Public Housing or B for Indian Housing; three-digit HA number (numeric);
and three-digit development number (numeric). For example,
VAQ05PO36001. In lieu of a development number, enter “HA-wide” for
physical needs that are HA-wide in nature.

DOFA Date. Enter the Date of Full Availability (DOFA).

Construction Date. For acquired developments enter the actual date of
construction or for scattered sites, the average date of construction of all
buildings. Note: When the construction date is provided, this date will be
used in lieu of the DOFA, subject to a 50-year cap.

General Characteristics. Check the appropriate box that describes the
type of devel opment, thetype of occupancy, and thetype of structure. CGP
funds may be used to provide for modernization activitiesin Turnkey 11
unitsthat are vacant or non-homebuyer occupied, or to provide for limited
activities in homeowner-occupied units as long as the work is completed
prior to conveyance.

If Turnkey III - Vacant is checked, indicate the number of vacant or
non-homebuyer-occupied units planned for substantial rehabilitation
next to the box and circle “V”. By so doing, the HA indicates that: (1)
the proposed modernization will result in bringing the identified units
into full compliance with the homeownership objectives under the
Turnkey III Program; and (2) the HA has homebuyers who both are
eligible for homeownership, in accordance with the requirements of 24
CFR Part 904 for PHASs or 24 CFR Part 950, Subpart G, for IHAs, and
have demonstrated their intent to be placed into the Turnkey III units
proposed to be substantially rehabilitated.

If Turnkey III - Occupied is checked, indicate the number of Turnkey
III units which are paid off, where work will be performed to meet
statutory or regulatory requirements next to the box and circle “O”.

Number of Buildings. Enter the number of buildings containing dwelling
units.

Current Bedroom Distribution. Enter the current number of unitsfor each
bedroom size.

Vacant Units. Enter the number of vacant units as of the date thisformis
prepared and the percentage of vacant units to the total number of unitsin
the development.

Total Current Units. Enter the number of unitsin this devel opment under
ACC.

Column Instructions:

General Description of Needed Physical Improvements. Enter ageneral
description of all unfunded physical improvementsthat must be undertaken

to bring the development (dwelling and nondwelling structures, dwelling
and nondwelling equipment, and site) up to a level at least equal to the
modernization and energy conservation standards and to comply with other
program requirements. Also, include any replacements of equipment,
systems and structural elements that will be needed, assuming routine and
timely maintenance, within the next five years. Enter only physical im-
provements that are eligible for CGP funding. Do not enter any physical
improvementsalready funded by CIAPor other sourceswhichtheHA plans
tocomplete. However, enter physical improvementscurrently funded under
CIAP where the HA plans to reprogram CIAP funds for other work under
the CGP.

On aseparate form, include any unfunded physical improvement needs for
HA-wide nondwelling structures and equipment. Also, include any re-
placements/rehabilitation of nondwelling structures and equipment that
will be needed, assuming routine and timely maintenance, within the next
five years.

Describe the proposed improvementsin broad categories, such askitchens,
bathrooms, roofs, electrical systems, heating systems, landscaping, nond-
welling structures, | ead-based paint abatement, physical accessibility, main-
tenance facility, computer hardware, etc. Include all broad categories of
needed work without regard to the availability and/or source of funds.

If thereare no current needsand the HA doesnot anticipateany replacement
needs within the next five years, enter a statement to that effect in this
section. Such a statement does not preclude the HA from amending the
needsassessment at any timewithinthefive-year periodif unforeseen needs
arise or from identifying new needs which have occurred when the needs
assessment is revised every sixth year.

Urgency of Need. For each broad category of work identified under the
General Description of Needed Physical |mprovements, enter anumber that
corresponds to the urgency of the need on a HA-wide basis, with “1"
reflecting the most urgent need and “5” reflecting the least urgent need.
Assign a“1” to activities required to correct emergency conditions and to
meet statutory or other legally mandated requirements, such as physical
accessihility.

Total Preliminary Estimated Hard Cost for Needed Physical Improve-
ments. Enter the total preliminary estimated hard cost for the broad work
categories listed in the General Description of Needed Physical Improve-
ments; excluding any management improvements, administration, architec-
tural/engineering fees, relocation or other soft costs.

Per Unit Hard Cost. Dividethe Total Preliminary Estimated Hard Cost for
Needed Physical Improvements by the total number of current unitsin the
development and enter the per unit hard cost.

Physical Improvements Will Result in Structural/System Soundness at
a Reasonable Cost. Check Yes or No. For cost reasonableness, the
preliminary estimate of hard costs for work proposed at the devel opment
shall be 90 percent or less of Total Development Cost (TDC).

Development Has Long-Term Physical and Social Viability. Check Yes
or No asto whether the HA has determined that the development haslong-
term physical and social viability. Note: If No is checked, attach the
viability analysisand an explanation of what actionsare proposed regarding
the nonviable devel opment.

Date Assessment Prepared. Self-explanatory.

Source(s) of Information. |dentify the source(s) of information used to
develop the General Description of Needed Physical Improvements. Retain
suchinformationin HA files (1) as supporting documentation for the needs
assessment, (2) for post-review by HUD, or (3) for submissiontoHUD upon
request.

form HUD-52832 (10/96)
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OMB Approval No. 2577-0157

U.S. Department of Housing
Management Needs and Urban Development (exp. 3/31/2010)
Assessment Office of Public and Indian Housing
Comprehensive Grant Program (CGP)
HA Name [ ] Original
[ ] Revision Number
General Description of Management Needs Urgency of Preliminary Estimated
Need (1- 5) HA-Wide Cost
Total Preliminary Estimated HA-Wide Cost $
Date Assessment Prepared

Source(s) of Information

. form HUD-52833 (10/96)
Page ___of ref Handbook 7485.3



Public reporting burden for this collection of information is estimated to average 13 hours per response, including the time for reviewing instructions,
searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.  This agency
may not conduct or sponsor, and a person is not required to respond to, a collection of information unless that collection displays a valid OMB control

number.

This collection of information requires that each eligible applicant submit comprehensive plan information to HUD every six years in order to receive its
annual formula grant. This information will be used by HUD to determine whether the comprehensive plan/annual submission meets statutory and
regulatory requirements for the annual formula grant. Responses to the collection are required by Section 14(e)(1)(B) of the U.S. Housing Act of 1937,

as amended. The information requested does not lend itself to confidentiality.

Instructions for Preparation of Form HUD-52833, Management Needs Assessment

Report Submission: Prepare one form HUD-52833 for the entire
HA and submit to HUD as part of the submission of the original
Comprehensive Plan in the first year of participation in the Compre-
hensive Grant Program (CGP) and every sixth year when a complete
revision of the management needs assessment is required. On an
as-needed basis, submit a revised form whenever management
needs have significantly changed since the last needs assessment
and the HA wishes to include those needs in the Five-Year Action
Plan.

Heading Instructions:
HA Name. Enter the HA Name.

Original or Revision Number. Self-explanatory. Every sixth year
a new original is prepared.

Column Instructions:

General Description of Management Needs. Enter a general
description of all unfunded and no cost improvements needed to
upgrade the management and operation of the HA and of each viable
development so that decent, safe and sanitary living conditions will
be provided. Enter only management improvements that are eligible
for CGP funding, including any management needs anticipated over
the next five years.

Do not enter any management improvements already funded by
CIAP or other sources which the HA plans to complete. How-
ever, enter management improvements currently funded under
CIAP where the HA plans to reprogram CIAP funds for other
work under the CGP.

Identify all current needs related to the mandatory areas set forth in
the CGP Guidebook 7485.3, as revised. To the extent that any of
these needs are addressed in an existing document, cross-refer-
ence that document. For PHAs, an existing document includes a
Memorandum of Agreement (MOA) developed in accordance with
the provisions of the Public Housing Management Assessment
Program (PHMAP) or an Improvement Plan (IP). For example,
"improve rent collection, see MOA." If a particular work category is
targeted to a specific development, enter the development number
in parentheses.

In addition, at the HA’s option, include other management and
operations needs identified through a self-assessment or identified
under the PHMAP for PHASs, but not set forth in an MOA or IP.

Describe the needs in broad categories, such as rent collection,
preventive maintenance, security, etc. Enter all broad categories of
needs without regard to the availability and/or source of funds.

If there are no current needs and the HA does not anticipate any
management needs within the next five years, enter a statement to
that effect in this section. Such a statement does not preclude the HA
from amending the needs assessment at any time within the five-
year period if unforeseen needs arise or from identifying new needs
which have occurred when the needs assessment is revised every
sixth year.

Urgency of Need. For each broad category of need identified under
the General Description of Management Needs, enter a number that
corresponds to the relative urgency of the need, with “1” reflecting the
most urgent need and “5” reflecting the least urgent need.

Preliminary Estimated HA-Wide Cost. Enter the preliminary
estimated HA-wide cost for each broad category of need described
in the General Description of Management Needs.

Total Preliminary Estimated HA-Wide Cost. Enter the total pre-
liminary estimated cost for the broad categories listed in the General
Description on Management Needs.

Date Assessment Prepared. Self-explanatory.

Source(s) of Information. Identify the source(s) of information
used to develop the General Description of Management Needs.
Retain such information in HA files (1) as supporting documentation
for the needs assessment, (2) for post-review by HUD, or (3) for
submission to HUD upon request.

form HUD-52833 (10/96)
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Five-Year Action Plan
Part I: Summary

Comprehensive Grant Program (CGP)

U.S. Department of Housing
and Urban Development

Office of Public and Indian Housing

OMB Approval No. 2577-0157

(exp. 3/31/2010)

HA Name

Locality (City/County & State)

[ ] Original

[ ] Revision No.

A.
Development Number/Name

Work Stmt.
for Year 1

FFY

Work Statement for
Year 2

FFY

Work Statement for
Year 3

FFY

Work Statement for
Year 4

FFY

Work Statement for
Year 5

FFY

See
Annual
Statement

B. Physical Improvements Subtotal

C. Management Improvements

D. HA-Wide Nondwelling Structures

and Equipment

E. Administration

F. Other

G. Operations

H. Demolition

|. Replacement Reserve

J. Mod Used for Development

K. Total CGP Funds

L. Total Non-CGP Funds

M. Grand Total

Signature of Executive Director

Date Signature of Public Housing Director

Date

Page ___ of

form HUD-52834 (10/96)
ref Handbook 7485.3



Five-Year Action Plan
Part I: Summary (Continuation)
Comprehensive Grant Program (CGP)

U.S. Department of Housing
and Urban Development
Office of Public and Indian Housing

A. Work Stmt.
Development Number/Name for Year 1
FFY

Work Statement for Work Statement for Work Statement for
Year 2 Year 3 Year 4

FFY FFY FFY

Work

FFY

Statement for
Year 5

See
Annual
Statement

Page ___ of

form HUD-52834 (10/96)
ref Handbook 7485.3



Five-Year Action Plan

Part Il: Supporting Pages

Physical Needs Work Statement(s)
Comprehensive Grant Program (CGP)

U.S. Department of Housing

and Urban Development

Office of Public and Indian Housing

Work
Statement

for Year 1
FFY

Work Statement for Year

FFY

Work Statement for Year

FFY

Development Number/Name/General Description of
Major Work Categories

Quantity

Estimated Cost

Development Number/Name/General Description of
Major Work Categories

Quantity

Estimated Cost

See
Annual
Statement

Subtotal of Estimated Cost

Subtotal of Estimated Cost

Page ___ of

form HUD-52834 (10/96)
ref Handbook 7485.3



Five-Year Action Plan

Part lll: Supporting Pages
Management Needs Work Statement(s)
Comprehensive Grant Program (CGP)

U.S. Department of Housing

and Urban Development

Office of Public and Indian Housing

Work Statement for Year

Work
Statement

for Year 1
FFY

Work Statement for Year

FFY___

FFY___

General Description of
Major Work Categories

Quantity

Estimated Cost

General Description of Quantity
Major Work Categories

Estimated Cost

See
Annual
Statement

Subtotal of Estimated Cost

Subtotal of Estimated Cos

form HUD-52834 (10/96)

Page ___ of

ref Handbook 7485.3



Public reporting burden for this collection of information is estimated to average 3 hours per response, including the time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. This agency may not conduct or sponsor, and a person is not required to respond to, a collection of information

unless that collection displays a valid OMB control number.

This collection of information requires that each eligible applicant submit information to HUD in order to receive its annual formula grant. This information will be used by HUD to determine whether
the annual submission meets statutory and regulatory requirements for the annual formula grant. Responses to the collection are required by Section 14(e)(1)(D) of the U.S. Housing Act of 1937,

as amended. The information requested does not lend itself to confidentiality.

Instructions for Preparation of Form HUD-52834, Five-Year Action Plan

Report Submission: Prepare one form HUD-52834 for the entire HA and submit to HUD
as part of the submission of the original Comprehensive Plan in the first year of participation
in the Comprehensive Grant Program (CGP). Thereafter, submit annually an updated form
to eliminate the previous year and to add a new fifth year so that the form always covers the
present five-year period beginning with the current year. Use as many pages of this form
as necessary to cover all proposed work.

Part I: Summary
Heading Instructions:
HA Name. Enter the HA name.

Locality (City/County & State). Enter the City/County and State where the HA Central
Office is located.

Original/Revision No. Self-explanatory.
Year 1. Enter the current FFY.
Years 2 through 5. Enter each successive FFY.

A. Development Number/Name. Enter the abbreviated number (e.g. VA 36-1) and name,
if any, of each development that will be allocated funding for physical improvements
during the five-year period covered by this Action Plan.

Work Statement(s) Years 2 through 5

For each development entered in A., enter the estimated amount of CGP funds to be
allocated for physical improvements (development accounts 1450 through 1475) during
each year of years 2 through 5.

B. Physical Improvements Subtotal. Enter the estimated subtotal amount of CGP funds
to be allocated for physical improvements during each year of years 2 through 5.

C. Management Improvements. Enter the estimated amount of CGP funds to be allocated
for management improvements, including those that are HA-wide and/or development-
specific, (development account 1408) during each year of years 2 through 5. Note: The
estimated amount may not exceed 20% of the annual grant, except where approved by
HUD or the PHA is both an overall high performer and a Mod-high performer under the
PHMAP.

D. HA-Wide Nondwelling Structures and Equipment. Enter the estimated amount of
CGP funds to be allocated for HA-wide nondwelling structures and equipment during
each year of years 2 through 5.

E. Administration. Enter the estimated amount of CGP funds to be allocated for
administration costs (development account 1410) during each year of years 2 through
5. Note: The estimated amount may not exceed 10% of the annual grant, excluding
certain costs, except where approved by HUD.

F. Other. Enter the estimated amount of CGP funds to be allocated for other costs
(development accounts 1411, 1415, 1430, 1440, 1495,) and for contingencies (develop-
ment account 1502) for each year of years 2 through 5.

G. Operations. Enter the estimated amount of CGP Funds to be allocated to operations
(may not exceed 10% of line K) for each year of years 2 through 5.

H. Demolition. Enter the estimated amount of CGP funds to be used for demolition
activities (development account 1485) for each year of years 2 through 5.

I. Replacement Reserve. Enter the estimated amount of CGP funds to be allocated to the
replacement reserve (development account 1490) in accordance with the requirements
of Handbook 7485.3, for each year of years 2 through 5.

J. Mod Used for Development. Enter the estimated amount of CGP funds to be used for
development activities (development account 1498) for each year of years 2 through 5.

K. Total CGP Funds. Enter the total amount of CGP funds that is estimated for each year
of years 2 through 5. This is the sum of B through J and should equal the amount of the
current year annual grant.

L. Total Non-CGP Funds. Enter the estimated amount of non-CGP funds (e.g.,
Community Development Block Grant funds, CIAP funds being reprogrammed for use
under the CGP, etc.) to be allocated in support of the CGP for each year of years 2
through 5.

M. Grand Total. Enter the total of K and L.
Note: Enter all estimates as current cost; not trended for inflation.

form HUD-52834 (10/96)
ref Handbook 7485.3



Part lI: Supporting Pages—Physical Needs Work Statement(s)

FFY:

Work Statement for Year 1. Enter the current FFY.

Work Statements for Years 2 through 5. Enter each successive FFY.
Development Number/Name.

Enter the abbreviated development number (e.g., VA 36-1) and name, if any, of each
development which will be funded in each year of years 2 through 5 or enter "HA-wide."

General Description of Major Work Categories. For each development entered, list
the major work categories for which CGP funding, including non-CGP funds, will be
allocated in each year of years 2 through 5. The work categories should be described in
broad terms, such as kitchens, bathrooms, electrical, site, etc. A work category may
encompass various components; e.g., the major work category of kitchens may include
ranges, refrigerators, cabinets, floors, range hoods, etc.

For "HA-Wide," list HA-wide non-dwelling structures and equipment that will be
funded.

Quantity. Enter the quantity of the major work category to be undertaken as a
percentage or whole number, e.g., 50 percent of the units, 125 units, etc.

Estimated Cost. For each major work category or HA-wide nondwelling structures and
equipment listed, enter the estimated hard cost that will be allocated in each year of
years 2 through 5. Mark with an asterisk the estimated cost of each work item that will
be funded with non-CGP funds, including reprogrammed CIAP funds. Enter the subtotal
of estimated costs for each year of years 2 through 5 that will be funded with CGP funds,
excluding asterisked items. This subtotal should be reflected on line B in Part 1:
Summary for each year of years 2 through 5.

Part lll: Supporting Pages—Management Needs Work Statement(s)

FFY:
Work Statement for Year 1. Enter the current FFY.
Work Statements for Years 2 through 5. Enter each successive FFY.

General Description of Major Work Categories. In each year of years 2 through 5,
enter the major work categories for which CGP funding, including non-CGP funds, will
be allocated as well as those work categories that are no cost items. This includes work
identified through the Public Housing Management Assessment Program (PHMAP) for
PHAs, or through audits, HUD monitoring reviews, or HA self-assessments. The work
categories should be described in sufficient detail for HUD to make a determination of
eligibility. For example, training activities must describe how they relate to identified
physical or management improvements, e.g., staff training to improve PHMAP scores on
rent collection. If a particular work category is targeted to a specific development, e.g.,
conduct study to determine the feasibility of resident management, enter the develop-
ment number in parenthesis.

Quantity. Where appropriate, enter the quantity of the major work category to be
undertaken as a percentage or whole number, e.g., train 50 residents, train 10 percent
of the staff, etc.

Estimated Cost. For each major work category entered, enter the estimated cost that
will be allocated in each year of years 2 through 5 Mark with an asterisk the estimated
cost of each work item that will be funded with non-CGP funds, including reprogrammed
CIAP funds. Enter the subtotal for each year of years 2 through 5 that will be funded with
CGP funds, excluding asterisked items. This subtotal should be reflected on line C in
Part I: Summary for each year of Years 2 through 5.

form HUD-52834 (10/96)
ref Handbook 7485.3



OMB Approval No. 2577-0157
(exp. 3/31/2010)

U.S. Department of Housing
and Urban Development
Office of Public and Indian Housing

Local Government Statement
Comprehensive Grant Program (CGP)

Public reporting burden for this collection of information is estimated to average 0.5 minutes per response, including the time for reviewing instructions, searching
existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not conduct
or sponsor, and a person is not required to respond to, a collection of information unless that collection displays a valid OMB control number.

This collection of information requires that each eligible applicant submit information to HUD in order to receive its annual formula grant. This information will
be used by HUD to determine whether the annual submission meets statutory and regulatory requirements for the annual formula grant. Responses to the
collection are required by Section 14(e)(1)(E) of the U.S. Housing Act of 1937, as amended. The information requested does not lend itself to confidentiality.

As Chief Executive Officer of the unit of general local government known as

in which the (name of Public Housing Agency (PHA))

operates,

| certify to the following:

1. The HA developed the Comprehensive Plan/Annual 3. The HA's proposed drug and crime elimination activi-

Statement in consultation with local government offi-
cialdIndian tribal officials and with residents of the
developments covered by the Comprehensive Plan/
Annual Statement, in accordancewith the requirements
of the Comprehensive Grant Program;

For PHAS, the Comprehensive Plan/Annual Statement
isconsistent with the unit of general local government's
assessment of its low-income housing needs (as evi-
denced by its Consolidated Plan under 24 CFR Part 91,
if applicable), and that the unit of general local govern-
ment will cooperatein providing resident programsand
services; and

ties are coordinated with and supportive of local strat-
egies and neighborhood improvement programs, if ap-
plicable. Under the Cooperation Agreement, the local
government is providing public services and facilities
of the same character and to the same extent to Public
housing as are furnished to other dwellings and resi-
dents of the locality. Where additional on-duty police
are being funded under the Comprehensive Grant Pro-
gram, such policewill only provide additional security
and protective services over and above those for which
the local government is contractually obligated to pro-
vide under the Cooperation Agreement.

Note: The Comprehensive Plan includes the Action Plan.

Name of Chief Executive Officer Signature of Chief Executive Officer Date

Warning: HUD will prosecute false claims and statements. Conviction may result in criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)

form HUD-52835 (10/96)
Page 1 of 1 ref Handbook 7485.3



OMB Approval No. 2577-0157

U.S. Department of Housing
(exp. 3/31/2010)

and Urban Development
Office of Public and Indian Housing

HA Board Resolution Approving
Comprehensive Plan or Annual
Statement

Comprehensive Grant Program (CGP)

Public reporting burden for this collection of information is estimated to average 0.5 minutes per response, including the time for reviewing instructions, searching
existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not conduct
or sponsor, and a person is not required to respond to, a collection of information unless that collection displays a valid OMB control number.

This collection of information requires that, as a condition to receive a CGP grant, each Housing Authority (HA) certify that it has complied or will comply
with statutory, regulatory and other HUD requirements. This information is essential to determine HA compliance, or intent to comply, with CGP
requirements. Responses to the collection are required by regulation. The information requested does not lend itself to confidentiality.

Acting on behalf of the Board of Commissioners of the below-named Housing Authority (HA), asits Chairman, | make the following
certifications and agreements to the Department of Housing and Urban Development (HUD) regarding the Board's approval of (check

one or more as applicable):

|| Comprehensive Plan Submitted on

D Action Plan / Annual Statement Submitted on

| certify on behalf of the (HA Name)

|| Amendments to Comprehensive Plan Submitted on

D Amendments to Action Plan / Annua Statement

Submitted on

that:

1. TheHA will comply with all policies, procedures, and requirements
prescribed by HUD for modernization, including implementation of the
modernization in atimely, efficient, and economical manner;

2. TheHA has established controlsto ensure that any activity funded
by the CGP is not also funded by any other HUD program, thereby
preventing duplicate funding of any activity;

3.  TheHA will not provide to any devel opment more assi stance under
the CGP than is necessary to provide affordable housing, after taking
into account other government assistance provided;

4. The proposed physical work will meet the modernization and energy
conservation standards under 24 CFR 968.115 or 24 CFR 950.610;

5. Theproposed activities, obligationsand expendituresin the Annual
Statement are consistent with the proposed or approved Comprehensive
Plan of the HA;

6. The HA will comply with applicable nondiscrimination and equal
opportunity requirements under 24 CFR 5.105(a) or 24 CFR 950.115;

7. TheHA will take approbriate affirmative action to award moderniza-
tion contracts to minority and women's business enterprises under 24 CFR
5.105(a) or 24 CFR 950.115(¢); or the IHA will, to the greatest extent
feasible, give preference to the award of modernization contractsto Indian
organizations and Indian-owned economic enterprises under 24 CFR
950.175;

8. The HA has provided HUD or the responsible entity with any
documentation that the Department needs to carry out its review under
the National Environmental Policy Act (NEPA) and other related au-
thoritiesin accordance with 24 CFR 968.110(c), (d) and (m) or 24 CFR
950.120(a), (b), and (h), and will not obligate, in any manner, the
expenditure of CGP funds, or otherwise undertake the activities identified
inits Comprehensive Plan/Annual Statement, until the HA receiveswritten
notificationfrom HUD indi cating that the Department hascomplied withits
responsibilities under NEPA and other related authorities;

9. TheHA will comply with thewage rate requirementsunder 24 CFR
968.110(e) and (f) or 24 CFR 950.120(c) and (d);

10. The HA will comply with the relocation assistance and real property
acquisition requirements under 24 CFR 968.108 or 24 CFR 950.117;

11. TheHA will comply with the requirements for physical accessibil-
ity under 24 CFR 968.110(a) or 24 CFR 950.115(d);

12. TheHA will comply with therequirementsfor accesstorecordsand
audits under 24 CFR 968.145 or 24 CFR 950.120(e);

13. TheHA will comply with the uniform administrative requirements
under 24 CFR 968.135 or 24 CFR 950.120(f);

14. The HA will comply with lead-based paint testing and abatement
requirements under 24 CFR 968.110(k) or 24 CFR 950.120(g);

15. The HA has complied with the requirements governing local/tribal
government and resident participation in accordance with 24 CFR
968.315(b) and (c), 968.325(d) and 968.330 or 24 CFR 950.652(b) and
(c), 950.656(d) and 950.658, and has given full consideration to the
prioritiesand concerns of local/tribal government and residents, includ-
ing any comments which were ultimately not adopted, in preparing the
Comprehensive Plan/Annual Statement and any amendments thereto;

16. The HA will comply with the special requirements of 24 CFR
968.102 or 24 CFR 950.602 with respect to a Turnkey 111 development;
and

17. The PHA will comply with the special requirements of 24 CFR
968.101(b)(3) with respect to a Section 23 leased housing bond-fi-
nanced development.

18. The modernization work will promote housing that is modest in
design and cost, but still blends in with the surrounding community.

Attested By: Board Chairman's Name

(Seal)

Board Chairman's Signature Date

Warning: HUD will prosecute false claims and statements. Conviction may result in criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)

Page 1 of 1
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Appendi x 5-1
7485.3 G

APPENDI X 5-1 HUD REVI EW CHECKLI ST FOR COVPREHENSI VE PLAN

Date of FO Receipt (Start of 75 Cal endar Day
Revi ew Peri od):

Date of End of 75 Cal endar Day Revi ew Peri od:
Part 1: Conpl et eness Checkli st
The Conprehensive Plan is complete only if the answers to all of the
foll owi ng questions are YES.

Yes No
1. Executive Sumary:

Form HUD- 52831, Executive Sunmary of
Prelim nary Estimted Costs.

Description of Resident Partnership
and Sumary of General |ssues/HA Response

2. For m HUD- 52832, Physi cal Needs Assessnent,
for each devel opnent and HA-wi de

3. For m HUD- 52833, Managenent Needs Assessnent.
4. For m HUD- 52834, Fi ve-Year Action Pl an.
5. Form HUD- 52835, Local Governnent Statenent.

6. For m HUD- 52836, PHA/ | HA Board Resol ution
Approvi ng Conprehensive Plan or Annual Statemnent.

7. Any additional information or assurances,
where required.

Accepted for Review (Y/N)?

I f accepted for review, enter date of FO
letter to HA notifying of acceptance:

1

Appendi x 5-1
7485.3 G

If not accepted for review, enter date of
FO letter to HA notifying of non-acceptance
and reasons:

Comrent s:




Ent er HA resubm ssi on due dat e:
Part 11: Substantive Revi ew

HUD shal | approve the Conprehensive Plan if the answers to all of the
foll owi ng questions are YES

Yes No

Conprehensive Plan is conplete in significant
matters.

Identified needs are plainly consistent with
facts and dat a:

I dentified physical inprovenments and
repl acenents are adequate to bring

t he devel opnent (s) up to the
noder ni zati on and energy conservation
standards, including physica
accessibility requirements.

I dentified nmanagement i nprovenents
are adequate.

Proposed physi cal and nanagenent
i nprovenents address identified needs.

Action Plan is plainly appropriate to
neeting identified needs.
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Demonstration of long-termviability
at reasonable cost is adequate.

There is no evidence which tends to
chal l enge, in a substantive nanner
the certifications contained in the
Local Governnent Statenent or

Pl H | HA Board Resol uti on.

Al work categories appear to be eligible.

There is no evidence of failure to
i mpl ement the Partnership Process.

There are no outstanding civil rights

conpliance issues. [If No, contact Headquarters.] o
Approval of Conprehensive Plan is reconmmended (enter initials under
Yes or No):



Yes No
Nane/ Titl e

Name/ Title

Name/ Title

Name/ Titl e

OPH Di rector/ ONAP Admi ni strat or
3
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APPENDI X 5-2 SAMPLE FI ELD OFFI CE APPROVAL LETTER ON
COVPREHENSI VE PLAN ANNUAL STATEMENT

Dear Executive Director:

This is to informyou that the HA's Conprehensive Plan, including
the Annual Statenent for FFY __ in the amount of $
submtted for the Conprehensive G ant Program (CGP), has been approved.
Thi s Comprehensive Plan is binding upon HUD and the HA until such tinme
as the HA submits, and HUD approves, an anendnent to the Pl an.

Thi s approval of the Conprehensive Plan does not constitute an
endor senent of the HA's inprovenent strategies or funding priorities or
approval of the Section 504 needs assessnment and, where necessary,
transition plan. However, [enter any non-bindi ng advice].

Encl osed is an original and three copies of the Conprehensive G ant
Program Amendnent to the Annual Contributions Contract (ACC). Please
enter the HA's tax identification nunber on the CGP Amendnent in order
to link the CGP grant with established banking information already in
the Line of Credit Control System (LOCCS). Where permtted by
State/tribal aw and the HA's own by-laws, the HA Executive Director nay
sign and return the original and three copies of the CGP Anendnent
wi t hout Board Resol ution. Were not pernmitted, the Board of
Conmi ssi oners shall authorize, through Board Resol ution, the Board
Chai rman or the Executive Director to sign the CGP Arendnent. You are
requested to return the signed CGP Anendnent as quickly as possible so
that you nay begi n program i npl enentation.

In addition, a copy of the approved Annual Statenent is encl osed.
In reviewing the activities set forth in the Annual Statement, HUD has
conplied with the environnental requirenents of 24 CFR Part 50.

The activities set forth in the Annual Statenent shall be
undertaken in accordance with the followi ng i nplenmentation requirenents
set forth in the CE& Gui debook 7485.3, as revised. Particular attention
shoul d be given to:

1. Amendnents to Conprehensive Plan' including Action plan in
par agr aph 4-14;



2. Amendnents to the Annual Statenent in paragraph 6-10;

1
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3. Resi dent and | ocal governnent participation requirements

during the inplenentation and nonitoring of the Conprehensive
Pl an and Annual Statenent in Chapter 9;

4, Conduct of approved activities in Chapter 10; and
5. Annual reporting requirenents in Chapter 11.

If you have any questions, please do not hesitate to contact
[insert nane and title], at XXX XXX- XXXX.

Si ncerely,

OPH Direct or/ ONAP Admi ni strat or
Encl osur es
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APPENDI X 6-1 CONTAI NS FORM HUD- 52837, ANNUAL STATEMENT/ PERFORVANCE
AND EVALUATI ON REPORT - COMPREHENSI VE GRANT PROGRAM (CGP) - PART 1:
SUMVARY; PART |1: SUPPORTI NG PAGES; PART I11: | MPLEMENTATI ON
SCHEDULE. HUD- 52837
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APPENDI X 6-2 CONTAI NS FORM HUD- 50070, CERTI FI CATI ON FOR A DRUG FREE
WORKPLACE. HUD- 50070

Appendi x 6-3
7485. 3

APPENDI X 6-3 CONTAI NS FORM HUD- 50071, CERTI FI CATI ON FOR CONTRACTS,
GRANTS, LOANS AND COOPERATI ON AGREEMENTS.
HUD- 50071


http://www.hud.gov/utilities/intercept.cfm?/offices/adm/hudclips/forms/files/52837.pdf�
http://www.hud.gov/offices/adm/hudclips/forms/hud5.cfm�
http://www.hud.gov/utilities/intercept.cfm?/offices/adm/hudclips/forms/files/50071.pdf�

HA:
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APPENDI X 7-1 HUD REVI EW CHECKLI ST FOR ANNUAL SUBM SSI ON

Date of FO (Start of 75 Cal endar Day
Revi ew Peri od):

Date of End of 75 Cal endar Day Revi ew Peri od:

Part
The Annual

1: Conpl et eness Checkl i st

foll owi ng questions are YES.

1. For m HUD- 52837, Annual St atenent.

2. Form HUD- 52834, Fi ve-Year Action Pl an.

3. HA request to exceed 90% of TDC linmit,
wher e applicabl e.

4, Cost Al locati on Methodol ogy, where applicable.

5. For m HUD- 50070, Certification for a Drug-Free
Wor kpl ace.

6. Form HUD- 50071, Certification for Contracts,
Grants, Loans and Cooperative Agreements.

7. SF-LLL, Disclosure of Lobbying Activities,
wher e applicabl e.

8. Summary of General |ssues raised during
public comment process and HA response

9. For m HUD- 52835, Local Governnent Statenent.

1
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10. Form HUD- 52836, PHA/ | HA Board

11.

Resol uti on Approvi ng Conprehensive
Pl an or Annual Statenent.

Any additional information or
assurances, where required.

Accepted for Review (Y/N)?

Comrent s:

Submi ssion is conplete only if the answers to all of

7-1




Ent er HA resubm ssi on due dat e:
Part 11: Substantive Revi ew

The activities and expenditures proposed
in the in the Annual Statenent are plainly
consi stent the Conprehensive Pl an.

There is no evidence which tends to
chal l enge, in a substantive nanner,
the certifications contained in the
PHA/ | HA Board Resol uti on.

All work categories appear to be eligible.

Fundi ng for operations in account 1406
does not exceed 10% of annual grant.

Fundi ng for managenent inprovenents in
account 1408 does not exceed 20% of
annual grant, unless the PHA has been
desi gnated both an Overall Hi gh Perforner
and Mod Hi gh Performer under PHVAP

2

Funding for administration in account 1410
does not exceed 10% of annual grant,
excluding itens not covered by 10%Ilinit.

There is no pattern of substantiated conplaints
fromresidents that they did not have the
opportunity to express their views or have
their views considered.

Wrk items needed to correct enmergency
condi tions are included.

Work itens needed to address Section 504/ ADA
accessibility requirements in conjunction

with substantial or other alterations are included.

Prior approved nodernization has been carried
out in atinely, efficient, and econonical manner.

Prior revisions of inplenmentation schedul es
were due to delay outside of the HA's control

Cvil Rights Conpliance. (If the answer to
any of the follow ng statements is YES,
contact Headquarters).
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7-1



There is a pendi ng proceedi ng agai nst
t he HA based upon a Charge of Discrinination.

There are outstanding HUD findings of HA
nonconpliance with civil rights.

There is a deferral of processing under Title VI.
There is an adjudication of a violation under civil
rights authorities in a civil action filed

agai nst the HA by a private individual.

3
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Envi ronnmental review conpleted (Y/N)?

Proposed activities are consistent
wi th NEPA requirements.

Approval of Annual Statenent is recommended (enter initials under Yes
or No):
Yes No

Nanme/ Title

Nane/ Titl e

Nanme/ Title

Name/ Title

OPH Di rect or/ ONAP Adni ni strat or

I f approvable, enter dates of:

Fund reservati on docunents sent to Field
Accounting Division (FAD).

Confirmation by FAD of Fund Reservati on.

HUD Notification sent to Headquarters OCI R
Rel ease date received from OCl R

Approval letter and CGP Amendnent sent to HA
Recei pt of signed CGP Anendnent from HA.

4
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APPENDI X 8-1 CONTAINS FORM HUD- 52540, PRQIECT ACCOUNTI NG DATA (PAD),
PRQIECT ACCOUNTI NG SYSTEM ( PAS) .
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APPENDI X 8-2 CONTAI NS FORM HUD- 52840,
COVPREHENSI VE CGRANT PROGRAM ( CGP) AMENDMENT.
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APPENDI X 8-3 CONTAI NS FORM HUD- 52840- A,
COVPREHENSI VE CRANT PROGRAM ( CGP) AMENDMENT.
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APPENDI X 9-1 SUGGESTED CHECKLI ST FOR DEVELOPMENT OF
PARTNERSHI P PROCESS

As part of the Executive Summary, the HA is required to prepare a
specific description of its process for maxim zing the |evel of

resi dent participation during the devel opment, inplenentation and
moni toring of the Conprehensive Plan. The HA also is required to
prepare a sumary of the general issues raised by residents,

| ocal /tribal governnent, and others during the public conment process
and of the HA's response to those general issues.

I n devel opi ng the Partnership Process, the HA shoul d consider an six
subj ect areas below. The questions are designed to assist HAs and
residents. The questions do not have to be answered and do not
attenpt to state all the possible options in each area. The
requirenents for the Partnership Process are set forth in Chapter 9.

1. Structure of Resident Planning G oup.

a. Has an HA-wi de resident planning group or area-w de resident
pl anni ng groups been fornmed for the purpose of participating
in the devel opment of the Conprehensive Plan and/or Annua
St at enent ?

b. How was the planning group selected; e.g., elected at-I|arge
from each devel opnent, appoi nted by resident organizations in
each devel opnent, previously elected resident |eaders, etc.?

C. Are | ocal government/tribal officials part of the planning
group? HA staff? Advisory group nmenbers?

d. How does the planning group relate to existing resident
organi zati ons and resi dent managenent corporations?

e. Where, when (time of day), and how frequently does the
pl anni ng group neet? How are the neetings nmade accessible to
persons with disabilities? Describe the kick-off meeting.

f. How does the planning group keep all residents inforned on the
CGP process?

g. I's there a Menorandum of Understanding to define the resident
participation process? (Attach, if available.)

1
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h. Is the planning group culturally diverse? Does it include

mnorities, persons with disabilities, and wonen?

2. Devel opnent of Conprehensive Pl an/ Annual Submi ssion



a. In what way did the residents contribute to the process of
needs identification? By submtting |lists of physical and
managenment needs that concerned then? By conducting resident
surveys in each of the devel opnents? By having open neetings
to di scuss HA needs?

b. When in the process of devel opi ng the Conprehensive Pl an
and/ or Annual Statenent were the residents afforded the
opportunity to provide input? Before the HA had a first
draft? In relation to each draft? After the HA had a
conpl ete working draft?

C. What was the nmechanismfor resident input? Oal discussion
in meetings? Witten comments fromthe planning group?

d. Was there a witten schedule for the presentation of draft
docurnents to the residents, resident input, and final drafts?

Resi dent Capacity.

a. Was the resident group initially fully capable of
participating in the planning, inplenmentation and nonitoring
of the CGP?

b. If not, what mechani smwas used to provide technica

assi stance? HA staff consultation? Local vol unteer
advi sory board? Technical assistance contract?

C. Describe the extent and nature of technical assistance
provi ded during the planning period and during the
i mpl ementation and nonitoring of the ongoing program

| mpl enent ati on.

a. What is the role of residents in CGP inplenentation?
Participation in physical and management inprovenents through
job training, enploynment, contracting with resident-owned
busi nesses?

b. State the HA's goals for resident participation in job
training, enploynent, and contracting? How does the HA plan
to reach these goal s?

2
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Moni t ori ng.
a. In what way will residents assist in nonitoring ongoing
progress under the CGP?
b. How frequently will the resident group receive progress

reports fromthe HA?

C. How wi Il residents assist in preparing and review ng the draft



Per f ormance and Eval uati on Report?

d. Descri be the HA system for docunenting coments and conpl aints
received fromresidents during inplenentation

e. Descri be the process for incorporating resident coments and
addr essing those issues raised by residents as concerns or
conpl ai nts.

Advance Meeting and Public Hearing.

a. Who conducted the advance neeting with residents before the
public hearing? Wat docunents were presented? |In what fornf
How did the residents provide input? Wat materials did
residents have before the neeting? How was the neeting nade
accessible to persons with disabilities?

b. Describe the public hearing. Wo presented the material? How
was it presented? Wat mechani smwas used to notify residents
and others in advance of the hearing? Were and when was the
public hearing held? How was the public hearing made
accessible to persons with disabilities?

Sunmary of General |ssues.

Include a summary of general issues raised by residents, |oca
government, and others during the public comment process and the
HA' s response to those issues. The HAis not required to respond
to each coment.
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APPENDI X 10-1 CONTAI NS FORM HUD- 53001, ACTUAL MODERN ZATI ON COST CERTI FI CATE.

NOTE: Form has been cancel | ed.
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APPENDI X 11 CONTAI NS FORM HUD- 52842,
ANNUAL STATEMENT/ PERFORMANCE
AND EVALUATI ON REPORT ON REPLACEMENT RESERVE.
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APPENDI X 12-1 ANNUAL | N-OFFI CE CGP MONI TORI NG REVI EW AND HUD
DETERM NATI ONS CHECKLI ST
(OCTOBER 1 - DECEMBER 15)

HA Name:

Conpr ehensi ve Grant Nunber:

Program Year Endi ng: June 30,

Dat e of FO Recei pt of P&E Report:

Part 1. Conpl eteness Checkli st

For m HUD- 52837, Performance and Eval uation Report, is conplete only if
the answers to all of the follow ng questions are YES.

Yes No
1. Form HUD- 52837 with all appropriate
colums of Parts I, Il and Il conpleted. ______
2. Narrative Report on resident and |ocal/

tribal governnent participation during
i npl enentati on and sunmary of comments
recei ved on draft Report.

3. Board Resol ution approving Report and
certifying that residents had an opportunity
to review and coment on draft Report.

Accepted for Review (Y/N)?

If accepted for review, enter date that
recei pt of Report is entered into Loccs.
If not accepted for review, enter date of

FOletter to HA notifying of non-acceptance

and reasons:

Appendi x 12-1
7485.3 G

Comrent s:

Ent er HA resubm ssi on due dat e:

Part |1: Substantive Review



Yes No

Conformity with Conprehensive Plan: HA is
carrying out its activities in a tinely
manner and in accordance with its Annua
Statenment, |atest HUD approved Five- Year
Action Plan, and other statutory and
regul atory requirenents:

Physi cal work in progress or conpleted
is consistent with the Annual Statenent
or Five-Year Action Pl an.

Managenment work in progress or conpleted
is consistent with the Annual Statenent
or Five-Year Action Pl an.

Al activities carried out conply with
applicable | ans and regul ati ons.

Actual cost of each major work category
and overall cost of each devel opnment
conpare with estimted costs.

HA obt ai ned prior HUD approval to exceed
amounts in accounts 1406, 1408, 1410,
1411, 1490, and 1498.

Activities funded with non-CG& funds are identified.

Funds expended for energencies are described
and meet the definition of emergency work.

Narrative report indicates adequate
participation by residents and | ocal/
tribal government officials.
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Continuing Capacity: HA has a continuing capacity
to carry out its Conprehensive Plan in a tinely
manner and expend the annual grant funds:

HA is obligating and expendi ng funds
i n accordance with the approved Annua
St at ement or Five-Year Action Plan.

HA is neeting the inplenentation
schedul es set forth in the
approved Annual Statenent.

HA has adequately expl ai ned each
sel f-issued tine extension for fund
obligation or expenditure and del ay



was due to reasons outside of the HA's control

HA i s adequately inspecting the funded

work to ensure that physical work is

being carried out in accordance wth

the plans and specifications and the
noder ni zati on and energy conservation standards.

HA is resolving or has resol ved any HUD
monitoring findings related to the
qual ity of physical work.

HA has established and is maintaining
internal controls for the nodernization
program i n accordance with HUD requirenents
for financial managenment and accounti ng,

as determned by fiscal audit.

HA is adm nistering its nodernization
contracts in accordance with a HUD- approved
procurenment policy, which neets the

requi rements of '85.36(a).
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Reasonabl e Progress: HA has satisfied, or has
made reasonabl e progress toward sati sfying,
the foll owi ng performance standards:

Wth respect to the physical condition

of each devel opnent, the HA has brought,

or is making reasonabl e progress toward
bringing, all of its devel opnents to the
noder ni zati on and energy conservation standards.

Wth respect to the managenent condition
of the HA, the HA has inplenented or is

i mpl enenting the work specified in the
Annual Statenment or Five-Year Action Plan,
whi ch are designed to address defi ci encies
i dentified through the PHVAP/ RADAR/ HUD
reviews, or audits.

Part 111: Mnitoring Conclusions and HUD Deterni nati ons
Revi ew i ndi cates that:

A notice of deficiency should be issued.

A corrective action order should be issued.

Enter date of FOletter to HA
transmitting results of Annua
In-Office Mnitoring Review and
HUD Det erminati on (may incl ude
non- bi ndi ng advi ce), including,
where appropriate a notice of



deficiency or a draft corrective
action order:

Revi ew compl eted (enter initials under Yes or No):

Name/ Title

Name/ Titl e

Nanme/ Titl e

Name/ Titl e

OPH Di rector/ ONAP Adnmi ni strat or
4
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Part 1V. Review of Perfornmance and Eval uati on Report on Repl acenent
Reserve (Were Applicable)

HA has net the criteria for funding the
t he repl acenent reserve (see paragraph 2-7A)

Current FFY funding for replacenent

reserve is correct. Line 15 of Form

HUD- 52837 agrees with line 4 of Part 1,
Section 1 (Actual colum) of Form HUD 52842.

HA is obligating and expendi ng funds
in accordance with the approved Form
HUD- 52842 or ot her approved Annua
Statements or Five-Year Action Plan

There is no duplication of expenses
bet ween the CGP and the replacenent reserve.

Funds expended do not exceed the cost
limtations set forth in paragraph 2-19,
as percentages of the replacenent reserve
wi t hdrawal for the program year.

Annual audit reveal s no deficiencies regarding the
HA' s financi al managenent and use of the repl acenment
reserve, including earning interest on the

repl acenent reserve at the Target |nvestnent

Income (TII) rate.
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