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CHAPTER 9
GRANT ADM NI STRATI ON

| NTRODUCTI ON.  Thi s chapter describes grantee
responsibilities for ensuring that rental rehabilitation
grants are administered in accordance with the RRP
statutory and regul atory requirenents and ot her applicable
laws. In the case of States and urban counties using
units of general |ocal government to perform program
functions, and all grantees using designated public
agenci es or private contract agents, this includes
responsibility for ensuring that the subrecipients and/or
agents carry out their rental rehabilitation program
functions in conpliance with all requirenents applicable
under 24 CFR Part 511 and this Handbook

RESPONSI Bl LI TY FOR GRANT ADM NI STRATI ON. Grantees are
responsi ble for ensuring that rental rehabilitation grants
are adm nistered in accordance with the requirenents of

24 CFR Part 511 and other applicable laws. The parameters
of State grantee discretion in using state recipients or
other units of general |ocal government to perform program
functions are described in Paragraphs 5-6 and 9-5 of this
Handbook. To the extent that urban counties run prograns
simlar to decentralized State progranms, the parameters
are simlar to those described for States in Paragraphs
5-6 and 9-5 of this Handbook; except that urban counties
are not required by the RRP statute or regulations to
share their admnistrative funds with units of genera

| ocal governnent either performng specific, but limted
program functions, or those acting as 'urban county
recipients.' Al grantees may enter into witten
agreenents with "desi gnated public agencies" or "contract
agents" (which terns are defined in Paragraph 1-6 of this
Handbook) to perform program adm nistrative functions as
generally described in this Chapter. The use of

desi gnated public agencies or contract agents does not
relieve the grantee of its responsibility for ensuring
conpliance with 24 CFR 511 and ot her applicable | awns.

ADM NI STRATI VE COSTS

A Maxi mum Anmount. A grantee nmay use up to 10 percent
of the grant anpunt initially obligated to the
grantee for Federal Fiscal Year 1988 and | ater
fiscal years for adnministrative costs eligible under
24 CFR 511.71(b) or (c). Eligible grantees may draw
down funds to pay for eligible adninistrative costs
through the Cash and Managenent Information (C/ M)
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Systemin accordance with 24 CFR 511.75 (see
Chapter 11 of this Handbook for information on the
gMS).

B. Eligibility. Eligible adm nistrative expenses nust
be reasonabl e and necessary costs, as described in
OVB G rcular A-87, incurred by the grantee, or by a
unit of general |ocal governnent pursuant to a
witten cost-sharing agreenent with a State grantee
(See 24 CFR 511.51(b)) in carrying out the Rental
Rehabilitation Program Adnministrative costs do not
include costs of rehabilitation which are incurred by
and charged to project owners as eligible project
costs under 24 CFR 511.10(f)(2).

C. Witten Cost-sharing Agreenent Required for Sone
States. See Subparagraph 5-6.D of this Handbook

D. Cost -sharing Considerations for U ban Counties
Wil e an urban county grantee is not specifically
required by the RRP statute or regulations to share
its administrative funds with units of general |oca
governnent within the county whi ch perform RRP
program functions, it my do so at its option. |If
so, a witten-cost sharing agreenent, as contained in
Subpar agraph 5-6.D of this Handbook, or simlar
provi sions, should be included in the witten
agreenent between the county and the units of genera
| ocal government specifying the RRP program functions
bei ng del egated and the cost-sharing arrangenent.
(See Subparagraph 5-6.C for witten agreenents that
woul d be pertinent to an "urban county recipient" and
Par agraph 9-5 for the terms of witten agreenents
wi th designated public agencies and contract
agents.)

E. All ocation of Benefit--Admnistrative Funds.
Admi ni strative funds expended during a grant year
will be deened to neet programrequirenents in the
same proportion as grant anounts for project costs.
For exanple, if 70 percent of the Fiscal Year 1989
grant used for project costs benefit |ower income
famlies, then 70 percent of the Fiscal Year 1989
grant used for adnministrative costs will be deened to
benefit | ower incone persons. (See 24 CFR
511.71(d).)

9-4 APPLICABILITY OF UNI FORM ADM NI STRATI VE REQUI REMENTS
G antees, State recipients and their designated public
agenci es and contract agents shall conply with the
requi renents and standards of OVMB Circul ar A-87
"Principles for Determ ning Costs Applicable to Grants and
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Contracts with State, Local and Federally recognized

I ndian Tribal Governnments,” OVB Circular A-128, "Audits of
State and Local CGovernnents" (inplenmented at 24 CFR Part
44) and with 24 CFR Part 85 "Uniform Admini strative
Requirenents for Grants and Cooperative Agreenents to
State and Local CGovernnments", except for Sections 85. 10,
85. 11, 85.25, 85.31, and 85.40(b), 85.41, and 85.50. In
lieu of Section 85.25 and 85.50, HUD has adopted 24 CFR
511.76 which deals with programinconme generated under the
RRP and 24 CFR 511.77 which deals with the close out of
RRP grants.

DESI GNATED PUBLI C AGENCY AND CONTRACT AGENT ADM NI STRATI ON
OF RRP ELIG@ BLE ACTIVITIES. Gantees or State recipients
may contract with private parties (referred to herein as
"contract agents"), or may enter into agreenents wth

anot her public agency (referred to herein as the

"desi gnated public agency"), to performvarious functions
in connection with carrying out their local renta
rehabilitation grant prograns to the extent not prohibited
by HUD regul ations or policy. Since designated public
agenci es and contract agents perform program

admi ni strative services on behalf of the grantee, they
nmust execute any significant |egal docunents (if so
permtted by the grantee), in the grantee's nane. This
specifically includes comitments and project agreenents
with owners and |ien documents under 24 CFR 511.11(d),

whi ch shall al so be recorded under the grantee's nane.
Thi s section of the Handbook describes the procedures and
requirenents for entering into contracts or agreenents for
such services. Procedures for designated public
agency/contract agent access to the C/M System are

di scussed in Chapter 11 of this Handbook

A Agreenents with Designated Public Agencies. Prior to
aut hori zing a designated public agency to adm nister
specific functions under its Rental Rehabilitation
Program the grantee or State recipient shall enter
into a witten agreenent with the designated public
agency which shall remain in effect during any period
that the designated public agency has control over
RRP funds including programincone), or perforns
program adni ni strative services for the grantee. At
a mninum the witten agreenent shall include
provi sions concerning the following itens:

1. Statenment of Work. The agreenent shall include
a description of the work to be perforned,
including the terns and conditions under which
the work is to be perforned. |f the grantee
wi shes to have the designated public agency
performall aspects of the program (except as
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prohibited in the introduction to this paragraph
above and in Chapter 11), the agreenent nay
simply so specify and shall require the agency
to carry out the programin accordance with the
requi renents of 24 CFR 511 and this Handbook
These itens shall be in sufficient detail to
provide a sound basis for the grantee or State
reci pient and HUD to effectively nonitor
performance under the agreenent. If the
agreenment is between a State grantee and a unit
of general |ocal government, it shall also
contai n any provision required by Subparagraph
5-6.D of this Handbook pertaining to

adm ni strative cost-sharing

Records and Reports. The grantee/ State

reci pient shall specify in the agreenent the
particular records to be nmaintai ned and the
particul ar reports which nust be submtted in
order to assist the grantee/State recipient in
meetings its recordkeepi ng and reporting

requi renents. (See Paragraph 9-6 below. ) Such
records will be made available to Federa
officials as described in Paragraph 9-9 bel ow.

Program I ncome. |f applicable, the agreenent
shal | include the programincone requirenents
set forth at in Paragraph 9-10 bel ow and 24 CFR
511. 76.

O her Program Requirements. The agreenent shal
require conpliance with all Federal |aws and
regul ati ons described in Chapter 3 of this
Handbook and at 24 CFR 511.16, as applicable, as
well as with applicable uniform adm nistrative
requi renents as described in Paragraph 9-4 above
and 24 CFR 511.72.

Suspension and Term nation. The agreenent shal
specify that the grantee may suspend or

term nate the agreenent imediately if the
designated agent materially fails to conply with
any termof the agreenent and that the agreenent
may be term nated by the grantee or State
reci pi ent for conveni ence upon due notice.

Conditions for Religious Oganizations. Were
appl i cabl e, the agreenent shall specify the
conditions prescribed by HUD for the use of RRP
funds by religious organizations pursuant to 24
CFR 511.11(c)(5). (See Subparagraph 2-10.D. 6 of
t hi s Handbook)
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B. Agreenents with Contract Agents. Prior to
authorizing a contract agent to administer specific
functions under its rental rehabilitation program or
granting access to project accounts in the ¢ M
System the grantee or State recipient shall enter
into a contract with the agent in accordance with the
procedures in, and containing the provisions required
by, 24 CFR 85.36. The agreenent shall renmain in
effect during any period the contract agent has
control over rental rehabilitation grant anounts#

i ncl udi ng programincome, or perforns program

adm nistrative services for the grantee
Additionally, if the contract agent is authorized to
request disbursenments of rental rehabilitation grant
anounts through the M System the contract will

al so specify the nonthly financial reports which nust
be submitted to the grantee/ State recipient to
docunent paynents through the M System Finally,
where applicable, the contract nust specify that all
program funds under the agent's control are held in
trust for use exclusively for RRP purposes, and are
not available for the agent's own use or for the
satisfaction of clains against the agent. All
records required to be maintai ned for program
purposes will be nmade avail able to Federal officials
as described in Paragraph 9-9 bel ow

RECORDS TO BE MAI NTAI NED. As required by 24 CFR 511.73(a)
each grantee shall maintain records as specified by HUD
that clearly document its perfornmance under each
requirement of 24 CFR 511. States distributing rental
rehabilitation grant anobunts to State recipients shal

al so ensure that their recipients maintain such records in
order to docunent each recipient's performance. The

records required, shall, at a mnimm include the
fol |l owi ng:
1. Program Records. Records will be maintained

docunenting that the grantee's or State recipient's
programis in conmpliance with the programw de
requi renents of 24 CFR 511. 10, including but not
limted to records supporting the foll ow ng:

1. That the | ower-incone benefit requirenments at 24
CFR 511.10(a) are nmet on a grant year basis;

2. That the requirenents for use of rental
rehabilitation grants for housing for famlies
at 24 CFR 511.10(b) are net on a grant year
basi s;
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3. That the nei ghborhoods selected are in
accordance with the criteria at 24 CFR
511. 11(c);

4. That a rehabilitation standard has been adopted

in accordance with 24 CFR 511.10 (e); and

5. That projects were selected in accordance with
the project selection priorities (24 CFR
511.10(g)).

B. Proj ect Records. Records will be maintained which

provide a full description of each project assisted
(or being assisted) with RRP funds, including the

| ocation of the project, a pre-rehabilitation

i nspection report describing the deficiencies, the
total cost of the rehabilitation including both RRP
and non-RRP funds, and evi dence that the project
nmeets the project specific requirenments of 24 CFR
511.10 and 11 including but not limted to records
supporting the foll ow ng:

1. That RRP funds expended for the project were
necessary to correct substandard conditions,
make essential inprovenents, or repair systens
in danger of failure (24 CFR 511.11(a));

2. That the property is real property used for
permanent, primarily residential rental purposes
(24 CFR 511.11(b));

3. That the property is privately owned after
conpletion (24 CFR 511.11(c));

4. That there exists a legally enforceable witten
agreenment with the project owner receiving RRP
assi stance docunenting that the owner agrees to
the | ong-term owner obligations under 24 CFR
511. 11(d);

5. That total project costs nmeet the m nimum
project costs required (24 CFR 522.10(d));

6. That RRP funds expended do not exceed the
maxi mum anmount al | owabl e under 24 CFR 511.11(e);
and

7. That all project costs were eligible under 24
CFR 511.10(f); and

8. That the rehabilitation of the property did not
cause the involuntary displacenent of very
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|l owincome fanilies by fanmilies who were not very
|l owinconme famlies. (24 CFR 511.14(A))1))

9. Copi es of inspection reports, deficiency lists,
work write-ups, cost estimates, bids, cost
proposal s, and or other information pertaining
to specifying the work to be done and supporting
the cost of the work

Cash and Managenent Information (C/M) System
Records. Records are required to be maintained to
conmply with the G MS provisions of 24 CFR 511.75
(see Chapter 11 of this Handbook) i ncluding but not
limted to the foll ow ng:

1. Tenant Information. Records indicating the
characteristics of tenants, including
race/ethnicity, household size, incone, and
gender of househol d head of:

a. Tenants occupying units before
rehabilitation;

b. Tenants nmoving (initially after
rehabilitation) into projects assisted with
rental rehabilitation grant funds; and

2. Omer Information. Records indicating the nane
and address of the project owner as well as the
type of ownership (individual (s), corporation
partnership). Wen the type of ownership is
i ndi vidual (s), the names of all owners will be

I'isted.

3. Project Information. Records indicating the
fol | owi ng:
a. The nunber of units, bedroom size and rent

of each unit in assisted projects, both
before and after rehabilitation

b. Copi es of Pre-Rehabilitation, Paynent
Voucher, and Project Conpletion Reports for
each individual project assisted with RRP
funds including any anendnents thereto.

4. C/ M System Docunents. Copies of all M forns
including but not Iimted to Security Forns,
Direct Deposit Sign-Up Forns, and, for States
designating local recipients, State Designation
of Local Recipients Fornms (See Chapter 11 of
t hi s Handbook.)
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D.

Affordability. Grantees and State recipients nust
keep data as necessary to show the affordability of
units occupied (or to be occupied by | ow and noderate
i ncone househol ds. This data would include
information as to the current Fair Market Rents
(FMRs) for the various bedroom sizes.

Nondi scri mi nati on, Equal Opportunity, Affirmative
Marketing and Mnority and Wnen's busi ness
enterprise. Gantees and State recipients nust

mai ntai n records denonstrating conpliance with the
requi renents of 24 511.13(a), nondiscrimnation
equal opportunity and affirmative marketing, and 24
CFR 511.13(c) minority and women's busi ness

enterprise. Such records will include but are not
limted to:
1. Data on the racial, ethnic, gender and income

| evel characteristics of:

a. Tenants occupying units before
rehabilitation;

b. Tenants nmoving fromand (initially after
rehabilitation) into projects assisted
under the RRP;

C. Applicants for tenancy within 90 days
foll owi ng conpl etion of rehabilitation
assi sted under the RRP; and

2. Data indicating the race, ethnicity and gender
of head of househol ds di splaced as a result of
RRP funded activities, and, if avail able, the
address and census tract of the housing units to
whi ch each di spl aced househol d rel ocated. Such
informati on shall be used only as a basis for
further investigation as to conmpliance with
nondi scrim nation requirenents. No grantee is
required to attain or maintain any particul ar
statistical neasure by race, ethnicity, or
gender.

3. Docunentation as to the race, ethnicity and
gender of owners of RRP projects and of
contractors performing rehabilitation work.

4. Docunent ati on describing the grantee's
affirmati ve marketing steps and evi dence of an
annual assessnment of the effectiveness of the
grantee's or State recipient's affirmative
mar keting efforts.
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5. Docurnent ati on describing the grantee's
assessnent of the results of the efforts to
pronote the use of minority and wonmen- owned
busi nesses prescribed by 24 511.13(c).

F. Public consultation. The grantee or State recipient
must maintain records which denonstrate that the
grantee's program was devel oped in consultation with
the public as required in 24 CFR 511.20(c)(2).

G Tenant Assistance. The grantee or State recipient
must maintain records which denonstrate conpliance
with the requirenents regardi ng tenant assistance,

di spl acenment rel ocation and acquisition as required
under 24 CFR 511.14. (See Chapter 14 for additiona

i nformati on about specific recordkeeping requirenents
inthis area.)

H. Lead Based Paint. The grantee or State recipient
must nmaintain records which denonstrate conpliance
with the | ead based paint requirenents of 24 CFR
511.15(c)(7). These include but are not limted to:

1. Docunentation that all tenants in housing
constructed prior to 1978 were notified of the
hazards of | ead-based paint.

2. Copi es of all inspection and/or test reports
pertaining to | ead-based paint.

3. Docurent ation as to whether or not any children
under 7 resided in the units and whet her or not
such children had an EBL.

RETENTI ON OF RECORDS. Under 24 CFR 511.73(b), records
required to be maintained in conjunction with the RRP
shall be retained for a period of three years fromthe
date of final closeout of the rental rehabilitation
grant.

PUBLI C DI SCLOSURE. Docunents relevant to a grantee's
Program Description shall be nade available for public
revi ew upon request at the grantee's office during nornal
wor ki ng hours, pursuant to 24 CFR 511.73(c).

FEDERAL ACCESS TO RECORDS. Under 24 CFR 511.73(d), the
Secretary, the Inspector General and the Conptroller
General of the United States, or any of their duly

aut hori zed representatives, shall have access to all
books, accounts, reports, files, and other papers or
property of grantees, State recipients, or contractors
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pur pose of naking surveys, audits, exam nations, excerpts,
and transcripts. Gantees or, where applicable, State
recipients shall ensure that their agreements with owners
require the owners to provide for sinilar access to their
records pertaining to the use of rental rehabilitation
grant amounts. In addition, if grantees use designated
agents or contract agents for any purpose, then the
Secretary, the Inspector General and the Conptroller
General or any of their duly authorized representatives,
shal | have access to the agent's records pertaining to the
use of rental rehabilitation grant amounts or the services
performed by the agent. (The information collection
requirements contained in this section have been approved
by the Ofice of Managenent and Budget under contro

nunber 2506- 0080 and 2506-0110.)

PROGRAM | NCOVE. (24 CFR 511.76) Grantees and State

reci pients are neither encouraged to earn nor discouraged
fromearning programincone in using rental rehabilitation
grant funds. In the event programincone is generated
fromthe use of RRP funds grantees or State recipients are
not authorized to deduct costs incident to the generation
or managenent of incone from gross income for purposes of
det erm ni ng program i ncone.

A Definition of Programlncone. Programincome is
gross income received by a grantee or State recipient
(or by another party at the direction of the grantee
or State recipient) which is directly generated from
the use of rental rehabilitation grant anobunts.

1. Program i ncome includes, but is not limted to,
the follow ng:

a. Repaynents of principal (whether in
install nents or a | unp-sun) and any
interest or penalty assessments in
connection with the loan or grant, under
the ternms of the conmitnment or other
proj ect assistance agreenent between the
owner and the grantee or State recipient,
i ncludi ng repaynents, pursuant to
511.11(d)(3), of the rental rehabilitation
grant assistance by the owner after
conpl etion of rehabilitation; and

b. Interest earned on programincone pendi ng
its disposition.
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2. Program i ncone excl udes:

a. Governnental fees and taxes, including
i ncone taxes, property taxes, special
assessnents, transfer taxes, recording fees
and ot her normal governnental revenues, do
not constitute programincone if they are
i nposed by generally applicable | aw,
regul ati on, or ordinance and are not
i mposed in consideration of the project's
recei pt of assistance under the RRP

b. Program i ncone al so does not include grant
anounts required to be returned to HUD as a
result of cancellation of a project before
conpl etion, or interest on those grant
anpunts, or any interest earned by the
grantee or State recipient on grant funds
after drawdown and before di sbursenment for
eligible costs. (For disposition of such
interest, see 24 CFR 85.21(i)).

Eligible uses. Programincone nay be used only as
prescri bed bel ow

1. Project Costs. Programinconme may be used for
any activity which is eligible under 24 CFR 511
except that programincone may not be used to
pay for adnministrative costs, as described at 24
CFR 511.71. In particular, the total of rental
rehabilitation grant anpunts and Rent al
Rehabilitati on Programincone used for any
proj ect (except under 511.76(c)(2)) nay not
exceed the amount per unit allowed under
511.11(e)(2) or 50 percent of the total eligible
proj ect costs (except as noted in
511.11(e)(1)).

2. Rent al Assi stance. Programincome may al so be
used to provide rental assistance to |ower
incone tenants in properties rehabilitated
through the RRP. This includes the use of
programincone to pay for admnistrative costs
associated with the provision of rental
assi stance but not to exceed the anount allowed
for adnministrative fees in the housing voucher
program aut hori zed under Section 8(0) of the
United States Housing Act of 1937, 42 U S.C
1437f. In order to use programincone for
rental assistance, the grantee or State
reci pi ent nust:
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a. Use the funds to assist |ower incone
tenants who initially occupy properties
rehabilitated with rental rehabilitation
grant amounts or RRP incone;

b. Have a witten policy which is available to
the public stating that programincone will
be so used and specify who is eligible to
recei ve such assi stance; and

C Have an agreement with the PHA stating that
the PHA will utilize the programincone to
provi de rental assistance in accordance
with the witten policy.

Timng the use of programincone. Gantees and State
reci pients shall not comrit avail able rental
rehabilitation grant anobunts to specific |loca
projects if sufficient programincone is on hand and
avail able to fund the project, or a substantia
portion of the project. In order to avoid possible
over commitnent of funds, grantees and State

reci pients shall not anticipate the receipt of
program i ncone and enter into binding commtnents
with owners cunul atively exceeding the total amount
of programincome on hand plus unconmitted renta
rehabilitation grant ampbunts. (See Chapter 11 of
this Handbook for information on how to set-up
projects with ProgramlInconme in the GMS.)

Accounting for and Reporting Program Incone. Program
i ncone shall be accounted for and reported in the
grantee's Annual Perfornmance Report under 24 CFR
511.81(b) and in the Cash and Managenent | nfornmation
(M) Systemunder 24 CFR 511.75, in the manner
prescribed by HUD. (See Chapter 11 for further

i nformati on on reporting programincone in the ¢ M
System and Chapter 8, Paragraph 8-2 for further

i nformati on on the APR )

Authority of State grantees. States adm nistering
rental rehabilitation grants have discretion to
choose whether programincone is to be earned at al
or is to be paid to or retained by the State or paid
to or retained by the State recipient. The State's
determ nati on should be contained in a witten
agreenent between the State and its State

reci pients. However, once earned, programincone
must be used and accounted for in accordance with
this Subparagraph by the State or by the State
recipient, as applicable.
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1. Exception to State Discretion. The exception to
the State's discretion is that when the State
itself is closing out a State recipient and that
State recipient is no longer participating in
the State's program the State nust have the
reci pient return the programincone on hand and
that to be generated in the future to the State.
Alternately, if the recipient is permtted to
retain the programincone, the State nust assure
that the State recipient expends such program
incone only for RRP purposes as described in
Subpar agraph B above. |If the State chooses to
allow the State recipient to retain the program
incone, it must include the conditions under
which this can occur inits witten agreenent
with the recipient. The witten agreement nust
al so require the recipient to provide an
accounting of any such funds earned and the
pur poses for which it was expended no | ess than
annually in tine for the State to include this
information in its Annual Performance Report.

Authority of Urban Counties. Because the
configuration of an urban county may change fromtine
to time, particularly at the time of requalification
of an urban county in the Community Devel opnent Bl ock
Grant program special provisions nust be nade for
urban county programincone. The urban county may
det er mi ne whet her programincone generated by a
project located in a unit of general |ocal governnent
whi ch, for whatever reason, no |longer participates in
the urban county shall be retained by the urban
county for its RRP or by the unit of general |oca
governnent. |If retained by the unit of general I|oca
governnent, the urban county must specify inits
witten agreenent that such programincone on hand at
the tinme of closeout or subsequently earned nust be
used for RRP purposes as described in Subparagraph B
above. The agreenent nust also require the unit of
general |ocal governnment to provide an accounting of
all programincome earned and the purposes for which
it was expended at least annually in time for the
urban county to include this information in its
Annual Performance Report.

Program Cl oseout and Di sposition of Program I ncorme.
Program i nconme nust be accounted for by the grantee
when a rental rehabilitation programis conpletely
closed out for all years. Program"C oseout” wll
occur when the follow ng conditions have been net:
all grant funds fromall programyears (excluding
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program i ncone) have been expended; funds fromthe
grant year being closed out are no | onger avail abl e
for obligation; and the annual perfornance report
covering the last programyear has been subnmitted to
HUD. Programincone shall be treated in the

foll owi ng manner before and after closeout:

1. Programincone in the anpbunt of $5,000 or nore
shal |l be used for activities eligible under 24
CFR 511; and

2. Programincone of |ess than $5,000 on hand at
program cl oseout or any program incone received
after program cl oseout is not subject to the
provi sions of 24 CFR 511, but nust be used for
activities that would be eligible under the CDBG
Program (24 CFR Part 570) or 24 CFR 511.76(c).

9-11 AUDIT. The financial managenent systenms used by grantees,
and where applicable, State recipients shall provide for
audits in accordance with 24 CFR Part 44.
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