U.S. Department of Housing and Urban Development

PUBLIC AND INDIAN HOUSING

Special Attention of:                   Notice PIH 96-17 (HA)

Directors, Offices of Public

Housing; ONAP Administrators:            Issued:  April 18, 1996

Directors, Offices of FHEO;             Expires:  April 30, 1997

Public Housing Agencies;

Indian Housing Authorities              Cross References:

Subject:  Comprehensive Improvement Assistance Program (CIAP);

          Federal Fiscal Year (FFY) 1996 Application Submission,

          Processing and Fund Reservation

PURPOSE. This Notice is to supplement the policies and procedures,

set forth in the CIAP Notice of Funding Availability (NOFA) for FFY

1996, published March, 1996, in the Federal Register regarding

application preparation and submission by Public Housing Agencies

and Indian Housing Authorities (herein referred to as HAs) and

application processing and fund reservation/obligation by HUD Field

Offices. HAs with fewer than 250 units are eligible to compete for

CIAP funds. See Appendix 1 for the CIAP NOFA and Appendix 2 for the

complete CIAP regulatory text for Public Housing, at Subparts A and

B of 24 CFR Part 968, or for Indian Housing, at Subpart I of 24 CFR

Part 950. final rule, as modified by the final rule published March

5, 1996, at 44 FR 8712.

                  SECTION 1. HA APPLICATION SUBMISSION AND HUD PROCESSING

1-1  HA PREPARATION OF CIAP APPLICATION. Refer to Section III(a) of

     the NOFA on planning and Section III(b) on resident

     involvement and local/tribal official consultation

     requirements.

1-2  HA SUBMISSION OF CIAP APPLICATION. Refer to Section III(c) of

     the NOFA. The HA may obtain blank copies of any form from the

     Field Office. The CIAP Application is comprised of the

     following documents:

     A.   Form HUD-52822, CIAP Application, as set forth in

          Appendix 3, in an original and two copies (or any lesser

          number of copies as specified by the Field Office).

PT:     Distribution: W-3-1, R-3-1(PIH), R-6, R-7, R-9, 138-2, 138-7, R-

                        3-1(FHEO)

                                                                 2

     B.   Narrative Statement, addressing each of the technical

          review factors in Section IV(c)(5) and, where applicable

          for Public Housing, the bonus points in Section IV(c)(6)

          of the NOFA, in an original and two copies.

     C.   Form HUD-50071. Certification for Contracts, Grants,

          Loans and Cooperative Agreements, where applicable, as

          set forth in Appendix 4, in an original only.

     D.   Standard Form (SF)-LLL. Disclosure of Lobbying

          Activities, where applicable, as set forth in Appendix 5,

          in an original only.

     E.   Form HUD-2880. Applicant/Recipient Update/Disclosure

          Report, as set forth in Appendix 6, in an original only.

     F.   At the option of the HA, photographs or video cassettes

          showing the physical condition of the developments.

1-3  HUD COMPLETENESS REVIEW/HA CORRECTIONS TO DEFICIENT

     APPLICATIONS. Refer to Section IV(a) of the NOFA.

1-4  HUD ELIGIBILITY REVIEW. Refer to Section IV(b) of the NOFA.

     A.   FHEO Review. After the CIAP Application has been

          determined to be complete and accepted for review, the

          Field Office of Public Housing (OPH)/Office of Native

          American Programs (ONAP) shall immediately request the

          Office of Fair Housing and Equal Opportunity (FHEO) to

          identify whether any HAs submitting CIAP Applications

          have equal opportunity-related problems. Alter

          appropriate consultation with FHEO staff and review of

          its files, FHEO shall identify each HA by the following

          categories and provide any other relevant information to

          the OPH/ONAP within the requested time frame:

          1.   There are no known equal opportunity-related

               problems;

          2.   There are known equal opportunity-related problems,

               as identified; or

          3.   There are circumstances as set forth in Section

               IV(b)(2)(iii) of the NOFA, regarding noncompliance

               with FHEO requirements. In such case, the OPH/ONAP

               shall inform Headquarters and request a final

               eligibility determination.

     B.   Nonapplicability of Certain Civil Rights Statutes to

          IHAs. Title VI of the Civil Rights Act of 1964 and 24 CFR

          Part 1, the Fair Housing Act and 24 CFR Part 100, and

          Title II of the Americans with Disabilities Act and 28

          CFR Part 35 do not apply to IHAs established
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          by exercise of a Tribe's powers of self-government.

          As a result, FHEO is not able to accept discrimination

          complaints filed against such IHAs pursuant

          to those statutes. Therefore, for such IHAs, the ONAP

          may limit its request to FHEO to information on

          applicable civil rights requirements.

1-5  HUD PROCESSING GROUPS/MODERNIZATION TYPES. There are two

     processing groups and two modernization types: Group 1 for

     Emergency Modernization; and Group 2 for Other Modernization.

     Refer to Section IV(c)(1) of the NOFA.

1-6  HUD TECHNICAL REVIEW. Refer to Section IV(c)(2) through (7) of

     the NOFA for HUD's assessment of the HA's management and

     modernization capability, technical processing, technical

     review factors, and rating and ranking of all Group 2 HAs. The

     Field Office shall document the technical review, as follows:

     A.   For each HA/development in Group 1, a brief justification

          of the emergency work item, the HA-requested amount, the

          Field Office-recommended amount, and the cumulative Field

          Office-recommended amount; and

     B.   A listing of each HA in Group 2 in descending order by

          total score. For each HA, a brief explanation of the

          work, the HA-requested amount, the Field Office-

          recommended amount, and the cumulative Field Office-

          recommended amount. HAs with lower ranking applications,

          but with high priority needs and HAs in FHEO

          noncompliance affect the selection process and,

          therefore, should be identified.

1-7  HUD SELECTIONS FOR JOINT REVIEW Refer to Section IV(d) of the

     NOFA for Joint Review selections.

     A.   Determination of On-Site/OffSite. The Field Office shall

          determine for each HA whether the Joint Review will be

          conducted on-site or off-site (e.g., by telephone or in-

          office meeting), based on its knowledge of the HA and the

          proposed physical and management improvements.

     B.   Scheduling. The OPH/ONAP shall designate a staff person

          to be responsible for coordinating the scheduling of the

          Joint. Reviews (either onsite or off-site) and for

          notifying FHEO and, where relocation is involved,

          Community Planning and Development (CPD) of the specific

          dates of the Joint Reviews. If FHEO and CPD are unable to

          participate in the Joint Reviews, they may inform the

          PHD/ONAP in writing of their specific concerns.
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1-8  HUD NOTIFICATION TO HA. After the selections for Joint Review,

     the Field Office shall send a letter to the HA, advising

     whether the HA will be considered for further processing in

     the current FFY, as follows:

     A.   Where the HA will be considered for further processing in

          the current FFY, the letter shall:

          1.   specify whether the Joint Review will be on-site or

               off-site and confirm the date of the Joint Review,

               if already scheduled, or indicate an intent to

               schedule the Joint Review as soon as possible;

          2.   indicate which developments will be included in the

               Joint Review;

          3.   specify required HA activities to prepare for the

               Joint Review, as set forth in paragraph 1-10; and

          4.   list open audit/monitoring findings or management

               concerns which must be resolved or addressed as

               management improvements either before or after

               funding approval.

     B.   Where the HA will not be considered for further

          processing in the current FFY, the letter shall state the

          reasons, such as the low priority of its physical

          improvement needs relative to available funding. Where

          the reason is lack of management or modernization

          capability, the letter shall state the specific

          deficiencies, offer technical assistance to correct the

          deficiencies, and indicate that any future CIAP

          Application must address the deficiencies.

1-9  HUD NOTIFICATION TO STATE.

     A.   Under Executive Order 12372 on Intergovernmental Review

          of Federal Programs, where the State has established a

          review process and has selected the CIAP to review, the

          OPH shall provide the State with an opportunity to

          comment on all CIAP Applications proposing substantial

          rehabilitation, but only if the development being

          substantially rehabilitated involves: (1) a change in the

          use of the land; (2) an increase in development density;

          or (3) a change from rental to homeownership. CIAP

          Applications proposing Emergency Modernization or from

          IHAs are excluded from the State notification

          requirements.

     B.   The OPH shall prepare one Standard Form (SF) 424, Federal

          Assistance, Section I only, for each covered CIAP

          Application. The OPH shall batch and forward copies of

          the covered CIAP Applications and SF 424's to the State

          single point of contact (SPOC) for review. The comment

                    period begins on the day after the CIAP
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          Applications are mailed. The comment period is 60

          calendar days, plus an additional 5 calendar days for

          mailing, for a total of 65 calendar days.

     C.   In response to an official State process recommendation

          (comments submitted by a State, but not as an official

          State process recommendation, need not be addressed), the

          OPH shall either:

          1.   accept the recommendation;

          2.   reach a mutually agreeable solution with the

               parties preparing the recommendation; or

          3.   provide the State SPOC with a written explanation

               for not accepting the recommendation or reaching a

               mutually agreeable solution; i.e.,

               nonaccommodation. If there is a nonaccommodation,

               including not funding PHAs/developments prioritized

               by the State, the OPH shall wait 15 calendar days

               after sending an explanation of the

               nonaccommodation to the State SPOC before making

               any funding decisions.

1-10 HA PREPARATION FOR JOINT REVIEW. The HA shall prepare for

     Joint Review by taking the actions described below. The HA

     that lacks the in-house capability to take these actions

     should contact the Field Office. In such case, the Field

     Office may advise the HA to hire an outside architect/engineer

     (A/E), subject to reimbursement only if the modernization is

     approved, or encourage small HAs to group together for hiring

     outside assistance. In hiring an A/E, the HA shall use the

     required procurement procedures, as set forth in the

     Procurement Handbook 7460.8 REV-1.

     A.   Consult with residents/homebuyers and prepare a written

          evaluation of resident/homebuyer recommendations;

     B.   Prepare draft CIAP budget. A sample Form HUD-52825, CIAP

          Budget, with Instructions is set forth in Appendix 8.

          1.   Physical Needs. The HA shall review the proposed

               physical work items against the mandatory standards

               for those items set forth in the Modernization

               Standards Handbook 7485.2 REV-1, including updating

               the energy audit for proposed energy conservation

               measures (ECMs) where necessary. For each

               development being reviewed, the HA shall develop a

               draft implementation schedule (Part III of the CIAP

               Budget).
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          2.   Management Needs. Where proposed by the HA or

               recommended by the Field Office, the HA shall

               review any proposed management work items, identify

               needed actions, and develop a draft implementation

               schedule (Part III of the CIAP Budget). It is noted

               that some management deficiencies require little or

               no additional funds to correct. For a designated

               Troubled or Modernization Troubled PHA, management

               improvements shall be consistent with those

               identified in its Memorandum of Agreement or

               equivalent. For an IHA designated as High Risk,

               management improvements shall be consistent with

               those identified in its management improvement

               plan.

     C.   Review the other points to be covered during the Joint

          Review, as set forth in paragraph 1-13.

1-11 HUD PREPARATION FOR JOINT REVIEW.

     A.   Field Office Participation. Based upon prior knowledge of

          the HA, the OPH Director/ONAP Administrator shall

          determine which staff person(s) shall represent HUD at

          the Joint Review, regardless of whether it is conducted

          on-site or off-site.

     B.   Review of Files. In preparing for the Joint Review, Field

          Office representatives shall review the HA's files for

          the latest Public Housing Management Assessment Program

          (PHMAP)/Administrative Capability Assessment (ACA)

          review, open HUD monitoring or audit findings,

          resident/community complaint letters, and general

          correspondence. Field Office representatives should be

          thoroughly familiar with the status of all previously

          approved modernization programs and the overall operation

          of the HA.

     C.   Confirmation with HA. Before the Joint Review, the Field

          Office shall check with the HA to confirm that the HA has

          taken all of the actions required in paragraph 1-10 and

          is ready for the Joint Review. If the HA is not ready,

          the Field Office may cancel the Joint Review and

          reschedule only if time permits.

1-12 CONDUCT AND DURATION OF ON-SITE JOINT REVIEW.

     A.   Initial Meeting. Field Office and HA representatives

          should meet briefly to discuss the prearranged agreements

          concerning the scope of the Joint Review, HA staff

          availability and other logistical matters. They also

          should review the CIAP Application and discuss the need

          for and appropriateness and cost-effectiveness of the

          proposed work.
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     B.   Duration. The duration of the Joint Review will vary,

          depending upon such factors as HA size and management

          capability, type and complexity of the proposed

          modernization, Field Office knowledge of and familiarity

          with the HA's operations and management practices, status

          of any previously approved modernization programs, and

          extent to which the Joint Review would duplicate any open

          HUD monitoring or audit findings.

     C.   Close-Out Meeting. Field Office and HA representatives

          should meet to discuss HUD's findings and recommendations

          on the proposed modernization program. The close-out

          meeting should include specific treatment of previously

          approved modernization programs where revisions to the

          implementation schedule(s) may be warranted. Where

          appropriate, Field Office representatives also may meet

          with the HA Board of Commissioners.

1-13 JOINT REVIEW COVERAGE. The purpose of the Joint Review is for

     the Field Office to discuss with the HA the proposed

     modernization program, as set forth in the CIAP Application,

     and determine the size of the grant, if any, to be awarded.

     Where on-site, the Joint Review may include an inspection of

     the proposed physical work. Where the HA has not included some

     of its developments in the CIAP Application, HUD may not, as

     a result of the Joint RevIew, consider any non-emergency work

     at excluded developments or subsequently approve use of

     leftover funds at excluded developments. Whether on-site or

     off-site, the Joint Review shall cover the following points

     and the Field Office shall document the Joint Review.

     A.   Based on the HA's physical needs assessment(s), the Field

          Office shall review the following:

          1.   Eligibility, need and appropriateness of the

               physical work items, as measured against the

               Modernization Standards, including any necessary

               updating of the energy audit(s) for proposed ECMs.

          2.   Accuracy of cost estimates and any required

               contingencies; reasonableness of HA's proposed

               implementation schedule for each development; and

               adequacy of method of HA inspection of the physical

               work.

          3.   Where demolition or disposition is proposed, refer

               to the regulations: for Public Housing, at 24 CFR

               Part 970; and for Indian Housing, at 24 CFR Part

               950, Subpart M.
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     B.   Appropriateness of method of accomplishment (contract or

          force account labor).

          1.   For Public Housing. the Field Office shall approve

               the use of force account labor on an individual

               development basis only where: it is cost-effective

               and appropriate to the scope and type of physical

               improvements; and the PHA has the capacity to serve

               as its own main contractor and to maintain an

               adequate level of routine maintenance during force

               account activity. Since the method of

               accomplishment is set forth on Form HUD-52825, CIAP

               Budget, Field Office approval is given at the time

               of budget approval. If the PHA wishes to use force

               account labor after original budget approval of

               contract labor, the PHA shall request a budget

               revision or the force account labor costs will be

               disallowed. Refer to paragraph 3-2 for the

               exception to this requirement where the PHA is both

               an overall high performer and a Modernization high

               performer under the PHMAP.

          2.   For Indian Housing, refer to paragraph 3-2.

     C.   Based on the HA's management needs assessment, the Field

          Office shall review the following:

          1.   Eligibility, need and appropriateness of the

               management work items and the status of HA actions

               taken to correct any previously identified

               management deficiencies; any open monitoring/audit

               findings or management concerns previously

               identified by the Field Office.

          2.   Accuracy of cost estimates and reasonableness of

               HA's proposed implementation schedule for each

               management work item.

          3.   The Field Office may discuss management improvement

               needs with the HA during the Joint Review and

               subsequently require the HA to address those needs

               without CIAP funding, as a condition of funding the

               physical improvements.

     D.   Long-term physical and social viability and

          reasonableness of estimated costs. Refer to Section V(a)

          of the NOFA.

     E.   Duplication of funding. Refer to Section V(c) of the

          NOFA.

     F.   HA need for the professional services of an A/E and/or a

          management consultant in further planning, designing and

          implementing all or part of the proposed physical and

          management improvements.
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     G.   HA plan for organizing and staffing the modernization

          program, including HA need for a full-time or part-time

          modernization coordinator or contract

          administrator/construction manager, assignment of regular

          HA staff, and hiring of additional personnel.

     H.   HA performance in administering previously approved

          modernization programs, if applicable, including the

          current status of any open program(s).

     I.   HA need for additional modernization funds to complete

          previously funded work items.

     J.   HA compliance with requirements for consultation with

          local/tribal officials and residents/homebuyers. The HA

          shall provide a copy of the HA's written response to

          residents, reflecting acceptance or rejection of resident

          recommendations.

     K.   HA compliance with civil rights statutes, executive

          orders and regulations, as applicable. Where there is an

          outstanding finding of noncompliance, FHEO shall keep the

          OPH/ONAP informed of any change in status, as previously

          reported during technical review of the CIAP Application.

     L.   HA plans to hire residents and provide minority and

          women's business or Indian enterprise opportunity.

     M.   HA compliance with requirements to provide physical

          accessibility and to not discriminate based on

          disability.

     N.   HA compliance with requirements to inspect, test for and

          eliminate lead-based paint hazards.

     O.   HA compliance with relocation and acquisition

          requirements.

     P.   Applicability of environmental and historic preservation

          requirements.

     Q.   HA compliance with administrative, including procurement,

          requirements.

     R.   HA compliance with flood insurance, lead-based paint

          insurance, and other insurance requirements.

1-14 HUD FUNDING DECISIONS.

     A.   Batching Adjustments. Refer to Section IV(e) of the NOFA.

          The OPH Director/ONAP Administrator shall make funding

          decisions in accordance with the Joint Review results,

          and shall select all bona fide emergencies in Group 1

          before funding Group 2 applications. The total of all

          approved amounts shall equal the fund assignment amount.
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     B.   Termination of Processing/Letter to HA. Where the HA is

          not approved for funding in the current FFY, the

          disapproval letter shall state the reasons, such as the

          low priority of its physical improvement needs relative

          to available funding. Where the reason is lack of

          management or modernization capability, the letter shall

          state the specific deficiencies and what actions the HA

          will have to take or what level of management or

          modernization capability the HA will have to achieve by

          a specified time to be considered for funding in a

          subsequent FFY.

1-15 HUD ENVIRONMENTAL REVIEW. For each Public Housing development

     being considered for funding after Joint Review, the Field

     Office shall determine or achieve compliance with the National

     Environmental Policy Act (NEPA) and related environmental

     laws, orders and regulations, as stated in 24 CFR Part 50, and

     as set forth in paragraph 3-22 of the CIAP Handbook 7485.1

     REV-4. For Indian Housing developments, a responsible entity

     (Indian tribe or, in the case of IHAs in Alaska, Alaska native

     village, state or local government) under 24 CFR Part 58

     reviews the environmental impact of modernization activities

     in accordance with 24 CFR 950.120(a). Refer to Section IV(h)

     of the NOFA and Appendix 7 for additional guidance on

     expediting the review process.

     A.   No Environmental Review. No environmental assessment or

          review is required for the following activities when they

          constitute the only work items in the modernization

          program: planning costs, such as developing plans and

          specifications or carrying out a feasibility study; and

          management improvements.

     B.   File Maintenance. Since developments may be proposed for

          modernization work on an annual basis, the OPH/ONAP may

          maintain the completed Forms HUD-4128.1 and supporting

          documentation in a separate file for each HA to

          facilitate required reviews in subsequent FFYs.

1-16 HUD TRANSMITTAL OF HUD NOTIFICATION.

     A.   Preparation. The Field Office shall prepare the HUD

          Notification in the required format, stating that the

          grant award is subject to HA submission of an approvable

          program budget and other required documents.

     B.   Transmittal. The Field Office shall transmit the HUD

          Notification to the Office of Congressional and

          Intergovernmental Relations (OCIR) by facsimile machine.

          The Field Office shall arrange for copies of the HUD

          Notification to be sent to the Field Office Public

                    Affairs Officer, where requested.

                    11

     C.   Announcement. The Field Office shall announce the grant

          award only after OCIR has provided a release date. Where

          the Field Office has not been provided a release date

          within three working days, the Field Office shall contact

          OCIR to determine the status.

1-17 HA SUBMISSION OF ADDITIONAL DOCUMENTS. After OCIR has provided

     a release date, the Field Office shall provide written

     notification to the HA of CIAP funding approval, subject to HA

     submission of the following documents within the time frame

     prescribed by the Field Office. The HA may obtain copies of

     any form from the Field Office. Note: To expedite subsequent

     fund obligation by HUD, the Field Office may forward the CIAP

     Amendment, with the written notification, to the HA and

     request that the HA sign and return the CIAP Amendment with

     the CIAP Budget and other forms.

     A.   Form HUD-52825, CIAP Budget, as set forth in Appendix 8,

          in an original and two copies (or any lesser number of

          copies as specified by the Field Office). Where the

          modernization will result in relocation and real property

          acquisition activities, the HA shall identify on the CIAP

          Budget: the number of households, businesses and

          nonprofit organizations occupying the property; the

          number to be displaced (forced to move permanently from

          the development/site); the number to remain on-site

          during the modernization; the number to relocate

          temporarily and return to the development/site; and the

          estimated cost of the planned relocation and real

          property acquisition activities.

     B.   Form HUD-50070, Certification for a Drug-Free Workplace,

          as set forth in Appendix 9, in an original only.

     C.   Form HUD-52820, HA Board Resolution ApprovIng CIAP

          Budget, as set forth in Appendix 10, in an original only.

1-18 HUD FINAL PROCESSING.

     A.   Upon receipt of the HA's additional documents, the Field

          Office shall review the documents and make any

          corrections to the CIAP Budget as necessary.

     B.   Where funds for demolition or disposition are approved,

          such funding approval does not constitute approval of the

          demolition or disposition itself. The HA is required to

          submit a separate application for HUD approval of a

          demolition or disposition in accordance with the

          requirements set forth in the demolition or disposition

          regulations: for Public Housing, at 24 CFR Part 970; and

          for Indian Housing, at 24 CFR Part 950, Subpart M.
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     C.   After the CIAP Budget is approved. the Field Office shall

          prepare a budget approval letter (see paragraph 2-2A) to

          the HA for the signature of the OPH Director/ONAP

          Administrator.

     D.   Where the HA fails to submit the required additional

          documents or the documents are otherwise not approvable,

          the Field Office shall notify the HA in writing of

          disapproval. The Field Office shall then select, from the

          Joint Review pool, another HA for funding and, after HUD

          Notification under paragraph 1-16, invite that HA to

          submit the additional documents under paragraph 1-17.

     E.   Headquarters is required to publish a Notice in the

          Federal Register indicating the recipients of CIAP funds.

          Since funding of CIAP Applications is an annual process,

          where decisions are made at the same time except for

          fast-tracked emergencies, Headquarters will publish this

          Notice on an annual basis.

1-19 HUD RECORDKEEPING. Since HUD makes assistance under the CIAP

     available on a competitive basis, the Field Office shall

     ensure that documentation and other information, including

     letters of support, on each CIAP Application submitted in

     response to the CIAP NOFA are sufficient to indicate the basis

     upon which funding was approved or denied. The Field Office

     shall make this material available for public inspection for

     a five-year period beginning not less than 30 days after the

     award of the assistance. The Field Office shall make this

     material available in accordance with the Freedom of

     Information Act (5 U.S.C. 
552) and HUD's implementing

     regulations at 24 CFR Part 15.

SECTION 2. HUD FUND RESERVATION AND OBLIGATION

2-1  NUMBERING OF GRANT. Each CIAP grant (or budget) is assigned an

     unique Modernization Project number, which is an 13-digit

     alpha numeric code in the following format: Positions 1-2,

     State code (alpha); Positions 3-4, Field Office code

     (numeric); Position 5, P for Public Housing or B for Indian

     Housing; Positions 6-8, HA number; Positions 9-11, sequential

     Grant Number, beginning with 901; Positions 12-13, FFY

     (numeric); e.g., VA36P03090796.

2-2  HUD PREPARATION OF DOCUMENTS. Where the CIAP Budget is

     approved, the Field Office shall prepare and transmit the

     following documents within 14 calendar days:

     A.   Letter to HA, approving the CIAP Budget, transmitting the

          CIAP Amendment to the Annual Contributions Contract

                    (ACC), and providing
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          information on implementation requirements and the

          amounts of the HUD-established thresholds in the

          following areas: (1) A/E and other professional services

          contracts; (2) construction solicitations; and (3)

          contract modifications. The letter also shall indicate

          that HUD has complied with the environmental requirements

          of 24 CFR Part 50.

     B.   Form HUD-53009 or HUD-53009A CIAP Amendment. Prepare one

          CIAP Amendment for each CIAP Budget being funded. See

          paragraph 2-3. Form HUD-53009 is used where the revised

          Consolidated ACC (Forms HUD-53012A and B, dated 7/95) has

          not been executed. Form HUD-53009A is used where the

          revised Consolidated ACC has been executed. A sample Form

          HUD-53009 is set forth in Appendix 11; a sample Form HUD-

          53009A is set forth in Appendix 12.

     C.   Form HUD-52540, Project Accounting Data (PAD). Prepare

          one PAD for each CIAP Budget being funded.

2-3  CIAP AMENDMENT TO ACC.

     A.   Form HUD-53009 or HUD-53009A CIAP Amendment requires low-

          income use of the housing for not less than 20 years from

          the date of the Amendment (subject to sale of

          homeownership units in accordance with the terms of the

          ACC). It also includes by general reference all

          developments eligible for CIAP funding within the HA's

          inventory and amends all consolidated ACCs of the HA.

          This coverage allows the HA, with prior HUD approval, to

          shift funds during implementation among developments,

          including those under different ACCs, where the

          developments were included in the CIAP Application, and

          negates the need for a subsequent Amendment when adding

          or deleting developments to or from the CIAP Budget. The

          Amendment sets forth the amount of the CIAP funds

          approved for a particular CIAP Budget or Modernization

          Project.

     B.   The Field Office has the authority to condition the CIAP

          Amendment; for example, to require the HA to hire a

          modernization coordinator or contract administrator to

          administer its modernization program. The Field Office

          may set forth the condition in an attachment to the CIAP

          Amendment or in the approval letter.

     C.   The OPH/ONAP, not HUD Counsel, shall prepare the CIAP

          Amendment. The OPH/ONAP shall obtain HUD Counsel's

          concurrence on the CIAP Amendment before sending to the

          OPH Director/ONAP Administrator.

2-4. HUD FUND RESERVATION.
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     A.   Assembly of Documents. The OPH/ONAP shall assemble and

          route the documents prepared in paragraph 2-2 to the OPH

          Director/ONAP Administrator for approval.

          1.   Original and two copies of the budget approval

               letter to the HA;

          2.   Original and three copies of the CIAP Amendment;

          3.   Original and one copy of the PAD; and

          4.   Original and one copy of the CIAP Budget, as marked

               up by the Field Office.

     B.   Reservation Procedures. Reservation procedures differ

          during the first eleven months of the FFY and the last

          month of the FFY, with regard to the establishment of the

          Notification Date.

          1.   First Eleven Months of the FFY Procedures. During

               this period, the Notification Date is the date the

               transaction is recorded in the Program Accounting

               System (PAS).

               a.   Field Office. The PAD is signed by the OPH

                    Director/ONAP Administrator. The OPH/ONAP

                    shall forward the signed PAD, together with a

                    signed copy of the undated approval letter, to

                    the Field Accounting Division (FAD).

               b.   FAD. The FAD shall ensure that funds for the

                    grant are reserved within 72 hours from the

                    date the reservation documents are received

                    from the Field Office. After reviewing the

                    reservation documents received from the Field

                    Office for correctness, the FAD (assuming the

                    documents are correct) enters the data into

                    PAS. The FAD enters the transaction entry date

                    (the date data are being keyed --

                    month/day/year) as the transaction effective

                    date. After the date has been entered into

                    PAS, the FAD will review the computer-

                    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 Administrator signs the approval

               letter.

               a.   Field Office. The procedures are the same as

                    subparagraph B1a, except that the approval

                    letter is dated when the
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                    OPH Director/ONAP Administrator signs it, and

                    the Field Office inserts that date on the PAD.

               b.   FAD. The procedures are the same as

                    subparagraph Bib, except that the FAD enters

                    the effective date into PAS from the PAD and

                    the FAD ensures that the date on the PAD and

                    the effective date on the transaction listing

                    are the same.

               3.   FAD Confirmation. The FAD shall provide the

                    Field Office with confirmation of fund

                    reservation through telephone, electronic mail

                    or a copy of the Acceptance Report generated

                    by PAS.

2-5  HUD DISTRIBUTION OF DOCUMENTS.

     A.   Grant Approval Documents. Immediately following fund

          reservation by the FAD, the Field Office shall arrange

          for the following distribution:

          1.   To the HA, the original of the budget approval

               letter, one copy of the approved CIAP Budget, and

               the original and three copies of the CIAP

               Amendment. Where the HA does not have access to the

               Line of Credit Control System/Voice Response System

               (LOCCS/VRS), the Departmental system for fund

               requisitions, the Field Office also shall forward

               to the HA the following forms necessary for access:

               a.   Form HUD-27054, LOCCS/VRS Access

                    Authorization, for each new user. The HA shall

                    send this form to the Field Office for review

                    and forwarding to HUD Headquarters, Attention,

                    Pat Payne, LOCCS Security Officer, P.O. Box

                    23774, Washington, DC 20026-3774.

               b.   SF-1199A, Direct Deposit Sign-Up Form, where

                    the HA wishes to change its bank account or

                    where the HA is currently receiving no grant

                    funds from HUD. Where applicable, the HA shall

                    send this form to the Field Office for

                    verification and forwarding to the Department

                    of HUD, Office of Finance and Accounting, Cash

                    and Credit Management Division, Attention:

                    ACH, P.O. Box 44816, Washington, DC 20026-

                    4816.

          2.   To the Field Office program files, the original of

               all CIAP documents submitted by the HA, including

               the approved CIAP Budget, and one copy each of the

               approval letter and the PAD for records purposes.

     B.   HA Action on CIAP Amendment. The HA shall enter its tax

          identification number directly on the CIAP Amendment in

          order to link the CIAP grant with established banking

          information already

                                                                 16

          in LOCCS. Where permitted by State/tribal law and the

          HA's own by-laws, the HA Executive Director may sign and

          return the original and three copies of the CIAP

          Amendment without Board Resolution; where not permitted,

          the Board of Commissioners shall authorize, through Board

          Resolution, the Executive Director to sign the CIAP

          Amendment.

     C.   CIAP Amendment. Immediately upon receipt of the signed

          CIAP Amendment from the HA, the OPH Director/ONAP

          Administrator shall execute the CIAP Amendment and

          arrange for the following distribution:

          1.   To the FAD, the executed original of the CIAP

               Amendment for purposes of entering the fund

               obligation into PAS.

          2.   To HUD Counsel's files, one copy of the executed

               CIAP Amendment for official Departmental records

               purposes.

          3.   To the Field Office program files, one copy of the

               executed CIAP Amendment for records purposes.

          4.   To the HA, one copy of the executed CIAP Amendment

               for records purposes.

2-6  BUDGET LINE ITEMS. Alter the fund obligation (executed CIAP

     Amendment) has been entered into PAS by the FAD, the Field

     Office shall enter the original Budget Line Item (BLI) amounts

     for development accounts 1408 through 1495 into LOCCS. Once

     the BLIs have been spread by the Field Office, the HA may draw

     down funds, as-needed. Refer to Notice PIH 94-63 (HA), Line of

     Credit Control System/Voice Response System (LOCCS/VRS) for

     Modernization Program Areas, dated September 14, 1994.

2-7  DECLARATION OF TRUST.

     A.   Promptly after grant approval, HUD Counsel shall ensure

          that Form HUD-52190B, Declaration of Trust (non-Indian

          grants), or Form HUD-52190C, Declaration of Trust (Indian

          grants), covering all of the developments in the HA's

          inventory, is in place or is current. As provided under

          the ACC, the Declaration of Trust protects the rights and

          interests of HUD throughout the 20-year period during

          which the HA is obligated to operate its developments in

          accordance with the ACC, the Act, and HUD regulations and

          requirements.

     B.   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 provide

                    HUD Counsel with a copy
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          as soon as it has been recorded. The Declaration of Trust

          is updated only where there has been a change, such as

          adding land through purchase, subtracting land through

          disposition, restricting the property through an

          easement, or, in rare cases, receiving a lien on the

          property through HUD approval of additional debt.

     C.   HUD has determined that its interest in Mutual Help units

          is sufficiently protected without the further requirement

          of a Declaration of Trust. Therefore, a Declaration of

          Trust is not required for Mutual Help units.

2-8  SPECIAL REQUIREMENTS FOR TURNKEY III DEVELOPMENTS. Refer to 24

     CFR 968.102 for Public Housing or 24 CFR 950.602 for Indian

     Housing.

2-9  SPECIAL REQUIREMENTS FOR SECTION 23 LEASED HOUSING BOND-

     FINANCED PROJECTS. A Section 23 Leased Housing Bond-Financed

     project (BFP) is eligible for modernization only if HUD

     Counsel determines that the BFP has met all of the conditions

     set forth in 24 CFR 968.101(b)(3).

                                SECTION 3. IMPLEMENTATION

3-1  INITIATION OF ACTIVITIES. After the Field Office has approved

     the CIAP Budget, executed the CIAP Amendment, and entered the

     BLIs into LOCCS, the HA shall undertake the modernization

     activities, including expenditures, set forth in the CIAP

     Budget in a timely, efficient and economical manner. To ensure

     work quality and progress, it is the responsibility of the HA,

     not HUD, to provide, by contract or otherwise, adequate and

     competent supervisory and inspection personnel during

     modernization, whether work is performed by contract or force

     account labor and with or without the services of an A/E.

3-2  FORCE ACCOUNT LABOR. A PHA may undertake the modernization

     activities using force account labor, only where specifically

     approved by the Field Office in the CIAP Budget, except no

     prior HUD approval is required where the PHA is designated as

     both an overall high performer and a Modernization high

     performer under the PHMAP. An IHA may undertake the

     modernization activities using force account labor without

     prior HUD approval.

3-3  FUND REQUISITIONS. After the Field Office has entered the BLIs

     into LOCCS, the HA may draw down funds in accordance with the

     requirements set forth in the LOCCS User Guide Part I, dated

     June 1995, and in PIH Notice 94-63 (HA), dated September 14,

     1994. The HA may order a free copy of the LOCCS User Guide

     Part I by calling 1-800-767-7468; when ordering, specify item

     #02874 and directive #LOCCS 3.
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3-4  CONTRACTING ACTIVITIES. The HA shall comply with the

     prevailing wage rate requirements in 24 CFR 98.110(e) and (f)

     and 965.101 for Public Housing and in 24 CFR 950.120 and

     950.172 for Indian Housing. At least 45 calendar days before

     issuing a solicitation or starting force account work, the HA

     shall request a wage determination from the appropriate Field

     Office. In addition, the HA shall comply with State and

     local/tribal laws and Federal requirements, as set forth in 24

     CFR Part 85, except as follows:

     A.   A/E and Other Professional Services Contracts. The HA

          shall either:

          1.   where the proposed contract amount exceeds the HUD-

               established threshold, submit the contract for

               prior HUD approval before execution or issuance; or

          2.   where the proposed contract amount does not exceed

               the HUD-established threshold, certify that the

               scope of work is consistent with the originally

               approved modernization program, and that the amount

               is appropriate and does not result in the total

               HUD-approved CIAP Budget being exceeded.

     B.   Small Purchase Procedures. Under 24 CFR 85.36(d)(1), the

          HA may use small purchase procedures to secure services,

          supplies, or other property that do not cost more than

          $100,000, unless a lesser amount is required by State or

          local/tribal law or the HA's own procurement policy.

     C.   Assurance of Completion. For each construction contract

          over $100,000 or any lesser amount required by State or

          local/tribal law or the HA's own procurement policy, the

          contractor shall furnish a bid guarantee from each bidder

          equivalent to 5% of the bid price' and one of the

          following:

          1.   A performance and payment bond for 100% of the

               contract price; or

          2.   Separate performance and payment bonds, each for

               50% or more of the contract price; or

          3.   A 20% cash escrow; or

          4.   A 25% irrevocable letter of credit.

     D.   Construction Solicitations. The HA shall either:

          1.   where the estimated contract amount exceeds the

               HUD-established threshold, submit a complete

               construction solicitation for prior HUD approval

               before issuance; or
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          2.   where the estimated contract amount does not exceed

               the HUD-established threshold, certify receipt of

               the required A/E's certification that the

               construction documents accurately reflect HUD-

               approved work and meet the modernization and energy

               conservation standards and that the construction

               solicitation is complete and includes all mandatory

               items.

     E.   Contract Awards.

          1.   Field Office Approval. The HA shall obtain Field

               Office approval of the proposed contract award if

               the contract work is inconsistent with the

               originally approved modernization program or if the

               procurement meets any of the following criteria:

               a.   The procurement is expected to exceed $

                    100,000 and is to be awarded without

                    competition or only one bid or offer is

                    received in response to a solicitation; or

               b.   The procurement is expected to exceed $

                    100,000 and specifies a "brand name" product;

                    or

               c.   The proposed award over $ 100,000 is to be

                    awarded to other than the apparent low bidder

                    under a sealed bid procurement.

          2.   No Field Office Approval. In all other instances,

               the HA shall make the award without Field Office

               approval after the HA has certified that:

               a.   The solicitation and award procedures were

                    conducted in compliance with State or

                    local/tribal laws and Federal requirements;

               b.   The award does not exceed the approved CIAP

                    Budget amount and does not meet the criteria

                    in subparagraph El for prior HUD approval; and

               c.   The contractor is not on the Lists of Parties

                    Excluded from Federal Procurement or

                    Nonprocurement Programs.

     F.   Contract Modifications. Except in an emergency

          endangering life or property, the HA shall either:

          1.   where the proposed contract modification exceeds

               the HUD-established threshold, changes the scope of

                              a contract, or
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               increases the contract amount by more than

               $100,000, submit the proposed modification for

               prior Field Office approval before issuance; or

          2.   where the proposed contract modification does not

               exceed the HUD established threshold, change the

               scope of a contract, or increase the contract

               amount by more than $100,000, certify to such and

               that any additional costs are within the total HUD-

               approved CIAP Budget amount.

     G.   Construction Requirements. Where poor performance is

          indicated, the HA may be required to submit to the Field

          Office periodic construction progress reports and, for

          prior HUD approval, construction completion documents

          above a HUD-specified amount.

     H.   Lists of Parties Excluded. The HA shall retain

          documentation on file that the contractor is not included

          on the Lists of Parties Excluded from Federal Procurement

          or Nonprocurement Programs.

     I.   Contracting with Resident-Owned Businesses. The HA may

          use an alternative procurement process when contracting

          with 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.

     J.   Reward for High Performers. For Public Housing only, if

          the PHA is both an overall high performer and a

          Modernization high performer under the PHMAP, the Field

          Office will not establish thresholds, and the PHA is not

          required to obtain prior HUD approval, under

          subparagraphs A, D, and F of this paragraph.

3-5  BUDGET REVISIONS.

     A.   The HA shall not incur any modernization cost in excess

          of the total HUD-approved CIAP Budget. The HA shall

          submit a budget revision if the HA plans to deviate from

          the originally approved modernization program, as it was

          competitively funded, by deleting or substantially

          revising approved work items or adding new work items

          that are unrelated to the originally approved

          modernization program, or by changing the method of

          accomplishment from contract to force account labor,

          except as provided in paragraph 3-2.

     B.   In addition to the requirements of paragraph A, the HA

          shall comply with the following requirements:

          1.   The HA is not required to obtain prior HUD

               approval, if in order to complete the originally

               approved modernization
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               program, the HA needs to delete or revise approved

               work items or add new work items consistent with

               the original modernization program. In such case,

               the HA shall certify that the revisions are

               necessary to carry out the approved work and do not

               result in substantial changes to the competitively

               funded modernization program.

          2.   The HA shall not incur any modernization cost on

               behalf of any development that is not covered by

               the original CIAP Application.

          3.   Where there are funds leftover after completion of

               the originally approved modernization program, the

               HA may, without prior HUD approval, use the

               remaining funds to carry out eligible modernization

               activities at developments covered by the original

               CIAP Application.

          4.   If the PHA is both an overall high performer and a

               Modernization high performer under the PHMAP, the

               HA is not required to obtain prior HUD approval to

               change the method of accomplishment from contract

               to force account labor.

3-6  PROGRESS REPORTS. For each six-month period ending March 31

     and September 30, until completion of the modernization

     program or expenditure of all funds, the HA shall submit to

     the Field Office a progress report (Form HUD-52825, CIAP

     Budget/Progress Report, and narrative report on management

     improvements), within 30 calendar days after the end of the

     six-month period. Where the Field Office determines that the

     HA is having implementation problems, the Field Office may

     require more frequent reporting. After all funds have been

     expended, the HA shall submit a "final" progress report,

     indicating that no further funds will be expended for that

     particular program. If the final progress report is

     acceptable, the Field Office shall enter the pre-audit end

     date in LOCCS, in accordance with Notice PIH 94-63 (HA).

3-7  TIME EXTENSIONS. The HA shall not obligate or expend funds

     after the obligation or expenditure deadline date approved by

     HUD in the original implementation schedule without a time

     extension, as follows:

     A.   Certification. The HA may extend an obligation or

          expenditure deadline date no later than 30 calendar days

          after the existing deadline date, without prior HUD

          approval, for a period commensurate with the delay, where

          the HA certifies that the delay is due to reasons outside

          of the HA's control, such as:

          1.   Need to use leftover funds from a completed

               modernization program for additional work;
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          2.   Unforeseen delays in contracting or contract

               administration;

          3.   Litigation; and

          4.   Delay by HUD or other institutions. Delay by the

               HA's staff or Board of Commissioners or a change in

               the Executive Director is not considered to outside

               of the HA's control.

     B.   Prior HUD Approval. Where the HA is unable to meet an

          obligation or expenditure deadline date and the delay is

          due to reasons within the HA's control, the HA may

          request HUD approval of a time extension no later than 30

          calendar days after the existing deadline date, to avoid

          recapture of funds. The request shall include an

          explanation of the delay, steps taken to prevent future

          delay, and the requested extension.

3-8  HUD REVIEW OF HA PERFORMANCE The Field Office shall

     periodically review HA performance in carrying out its

     approved modernization program to determine compliance with

     HUD requirements, the adequacy of the HA's inspections as

     evidenced by the quality of the work, and the timeliness of

     the work. The Field Office's review may be conducted either

     in-office or on-site. Where conducted in-office, the HA shall

     forward any requested documents to the Field Office for post-

     review. Where deficiencies are noted, the HA shall take such

     corrective actions as the Field Office may direct.

3-9  FISCAL CLOSEOUT. As soon as possible after a "final" progress

     report has been submitted, the HA shall submit Form HUD-53001,

     Actual Modernization Cost Certificate (AMCC), to the Field

     Office for review and approval for audit. A sample Form HUD-

     53001 is set forth in Appendix 13. The audit shall follow the

     guidelines prescribed in 24 CFR Part 44, Non-Federal

     Government Audit Requirements. If the pre-audit or post-audit

     AMCC indicates that excess funds were disbursed to the HA, the

     HA shall immediately remit the excess funds, in accordance

     with Notice PIH 94-63 (HA). If the audited AMCC discloses

     unauthorized or ineligible expenditures, the HA shall take

     such corrective actions as the Field Office may direct. After

     audit verification, the Field Office shall approve the AMCC

     and send the original to the FAD for entry of the post-audit

     end date in LOCCS, in accordance with Notice PIH 94-63 (HA).

     For records purposes, the Field Office shall send to the HA a

     copy of the audited and approved AMCC and retain a copy for

     its files.

                              Deputy Assistant Secretary for

                              Distressed and Troubled Housing
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Subpart A - General

968.101 Purpose and applicability.

     (a)  Purpose.  The purpose of this part is to set forth the

policies and procedures for the Modernization program, authorizing

HUD to provide financial assistance to Public Housing Agencies

(PHAs).

     (b)  Applicability.

     (1)  Subpart A of this part applies to all modernization under

this part.  Subpart B of this part sets forth the requirements and

procedures for the Comprehensive Improvement Assistance Program

(CIAP) for PHAs that own or operate fewer than 250 public housing

units.  Subpart C of this part sets
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forth the requirements and procedures for the Comprehensive Grant

Program (CGP) for PHAs that own or operate 250 or more units.  A

PHA that qualifies for participation in the CGP is not eligible to

participate in the CIAP.  A PHA that has already qualified to

participate in the CGP because it owns or operates 250 or more

units may elect to continue to participate in the CGP so long as it

owns or operates at least 200 units.

     (2)  This part applies to PHA-owned low-income public housing

developments (including developments managed by a resident

management corporation pursuant to a contract with the PHA);

conveyed Lanham Act and Public Works Administration (PWA)

developments; and to Section 23 Leased Housing Bond-Financed

developments.  Rental developments which are planned for conversion

to homeownership under sections 5(h), 21, or 301 of the Act, but

which have not yet been sold by an PHA, continue to qualify for

assistance under this part.  This part does not apply to

developments under the Section 23 Leased Housing Non-Bond Financed

program, the Section 10(c) Leased program, or the Section 23 or

Section 8 Housing Assistance Payments programs.

     (3)  A section 23 Leased Housing Bond Financed development is

eligible for modernization only if HUD determines that the

development has met the following conditions:

     (i)  The development was financed by the issuance of bonds;

     (ii) Clear title to the development will be conveyed to or

vested in the PHA at the end of the section 23 lease term;

     (iii) There are no legal obstacles affecting the PHA's use of

the property as public housing during the 20-year period of the

modernization;

     (iv) After completion of the modernization, the development

will have a remaining useful life of at least 20 years and it is in

the financial interest of the Federal Government to improve the

development; and

     (v)  The development is covered by a cooperation agreement

between the PHA and local governing body during the 20-year period

of the modernization.

     (4)  A section 23 Leased Housing Bond-Financed development

which has been conveyed to the PHA after the bonds have been

retired is similarly eligible for modernization if the conditions

specified under paragraph (b) (3) of this section have been

satisfied.

     (5)  A development/building/unit which is assisted under

section 5(j) (2) of the Act (Major Reconstruction of Obsolete

Projects) (MROP) is eligible for section 14 funding (CIAP or CGP)

where it received MROP funding after FFY 1988 and has reached Date

of Full Availability (DOFA) or where it received MROP funding

during FFYs 1986-1988 and all MROP funds have been expended.

     (c)  Transition.  Any amount that HUD has obligated to a PHA

must be used for the purposes for which the funding was provided,

or: (1) for a CGP PHA, for purposes consistent with an approved

Annual Statement or Five-Year Action Plan submitted by the PHA, as

the PHA determines to be appropriate; or (2) for a CIAP PHA, in

accordance with a revised CIAP budget.

     (d) Approved information collection.  The following sections

of this

subpart have been approved by the Office of Management and Budget

in

accordance with the Paperwork Reduction Act of 1995 and assigned

OMB approval

number 2577-0044:



 968.135, 9613.145, 968.210, 968.215, 968.225, and 968.230.  The

following

sections of this subpart have been similarly approved and assigned

approval

number 2577-0157:



 968.310, 9613.315, 968.325, and 968.330.

968.102 Special requirements for Turnkey III developments.

     (a) Modernization costs.  Modernization work on a Turnkey III

unit shall not increase the purchase price or amortization period

of the home.

     (b) Paid-off units.  Eligible modernization work on any

Turnkey III units that have been paid-off, but not conveyed, by the

time the CIAP application or CGP Annual Statement is submitted, is

limited to work which is necessary to meet statutory requirements

(e.g., accessibility for disabled persons, lead-based paint

testing, interim containment, professional risk
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assessment and abatement) Such work must be completed prior to

conveyance. Turnkey III units that have not been paid-off at the

time the CIAP application or CGP Annual Statement is submitted and

for which work is included in the CIAP application or CGP Annual

Statement, are eligible for any physical improvements provided

under 
 968.112(d) even where the units are subsequently paid-off

before the work is completed, so long as the work is completed

prior to conveyance.

     (c)  Other.  The homebuyer family must be in compliance with

its financial obligations under its homebuyer agreement in order to

be eligible for non-emergency physical improvements, with the

exception of work necessary to meet statutory and regulatory

requirements, (e.g., accessibility for disabled persons, lead-based

paint testing, interim containment, professional risk assessment,

and abatement) and the correction of development deficiencies.

Notwithstanding the above requirement, a PHA may, with prior HDD

approval, complete non-emergency physical improvements on any

homeownership unit where the PHA demonstrates that, due to

economies of scale or geographic constraints, substantial cost

savings may be realized by completing all necessary work in a

development at one time.

968.103 Allocation of funds under section 14.

     (a)  General.  This section describes the process for al

locating modernization funds to the aggregate of PHAs and IHAs

participating in the CIAP and to individual PHAs and IHAs

participating in the CGP.

     (b)  Set-aside for emergencies and disasters.  For each FFY,

HUD shall reserve from amounts approved in the appropriation act

for grants under this part and part 950 of this title, an amount

not to exceed $75 million (which shall include unused reserve

amounts carried over from previous FFYs) , which shall be made

available to PHAs and IHAs for modernization needs resulting from

natural and other disasters, and from emergencies.  HUD shall

replenish this reserve at the beginning of each FFY.  Any unused

funds from previous years may remain in the reserve until

allocated.  The requirements governing the reserve for disasters

and emergencies and the procedures by which a PHA may request such

funds, are set forth in 
 968.104.

     (c)  Set-aside for credits for mod troubled PHAs under subpart

C of this part.  After deducting an amount for the reserve for

natural and other disasters and for emergencies under paragraph (b)

of this section, HUD shall set aside from the funds remaining no

more than five percent for the purpose of providing credits to PHAs

that were formerly designated as mod troubled agencies under the

Public Housing Management Assessment Program (PHMAP) (see 24 CFR

part 901).  The purpose of this set-aside is to compensate these

PHAs for amounts previously withheld by HUD because of a PHA's

prior designation as a mod troubled agency.  Since part 901 of this

chapter does not apply to IHAs, they are not classified as "mod

troubled" and they do not participate in the set-aside credits

established under this paragraph (c)

     (d)  Formula allocation based on relative needs.  After

determining the amounts to be reserved under paragraphs (b) and (c)

of this section, HUD shall allocate the amount remaining pursuant

to the formula set forth in paragraphs (e) and (f) of this section,

which is designed to measure the relative backlog and accrual needs

of PHAs and IHAs.

     (e)  Allocation for backlog needs.  HUD shall allocate half of

the formula amount under paragraph (d) of this section based on the

relative backlog needs of PHAs and IHAs, as follows:

     (1)  Determination of backlog need:

     (i)  Statistically reliable data are available.  Where HUD

determines that the data concerning the categories of backlog need

identified under paragraph (e) (4) of this section are

statistically reliable for individual IHAs and PHAs with 250 or

more units, or for the aggregate of IHAs and PHAs with fewer than

250 units, which are not participating in the formula funding

portion of the modernization program, it will base its allocation

on direct estimates of the statutory categories of backlog need,

based on the most recently available, statistically reliable data;
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     (ii) Statistically reliable data are unavailable.  Where HUD

determines that statistically reliable data concerning the

categories of backlog need identified under paragraph (e) (4) of

this section are not available for individual PHAs and IHAs with

250 or more units, it will base its allocation of funds under this

section on estimates of the categories of backlog need using:

     (A) The most recently available data on the categories of

backlog need under paragraph (e) (4) of this section;

     (B) Objectively measurable data concerning the following PHA

or IHA, community and development characteristics:

     (1) The average number of bedrooms in the units in a

development. (Weighted at 2858.7);

     (2) The proportion of units in a development available for

occupancy by very large families.  (Weighted at 7295.7);

     (3) The extent to which units for families are in high-rise

elevator developments.  (Weighted at 5555.8);

     (4) The age of the developments, as determined by the DOFA

date (date of full availability). In the case of acquired

developments, HUD will use the DOFA date unless the PHA provides

HUD with the actual date of construction, in which case HUD will

use the actual date of construction (or, for scattered sites, the

average dates of construction of all the buildings), subject to a

50 year cap.  (Weighted at 206.5);

     (5) In the case of a large agency, the number of units with 2

or more bedrooms.  (Weighted at 433);

     (6) The cost of rehabilitating property in the area.

(Weighted at 27544.3);

     (7) For family developments, the extent of population decline

in the unit of genera]. local government determined on the basis of

the 1970 and 1980 censuses.  (Weighted at 759.5);

     (C) An equation constant of 1412.9.

     (2) Calibration of backlog need for developments constructed

prior to 1985.  The estimated backlog need, as determined under

either paragraph (e) (1) (i) or (e) (1) (ii) of this section, shall

be adjusted upward for developments constructed prior to 1985 by a

constant ratio of 1.5 to more accurately reflect the costs of

modernizing the categories of backlog need under paragraph (e) (4)

of this section for the public housing stock as of 1991.

     (3) Deduction for prior modernization.  HUD shall deduct from

the estimated backlog need, as determined under either paragraph

(e) (1) (i) or (e) (1) (ii) of this section, amounts previously

provided to a PHA or IHA for modernization, using one of the

following methods:

     (i) Standard deduction for prior CIAP and MROP.  HUD shall

deduct 60 percent of the CIAP funds made available on a PHA-wide or

IHA-wide basis from FFY 1984 to 1991, and 40 percent of the funds

made available on a development-specific basis for the Major

Reconstruction of Obsolete Projects (MROP) (not to exceed the

estimated formula need for the development), subject to a maximum

fifty percent deduction of a PHA's or IHA's total need for backlog

funding;

     (ii) Newly constructed units.  Units with a DOFA date of

October 1, 1991 or thereafter will be considered to have a zero

backlog; or

     (iii) Acquired developments.  Developments acquired by a PHA

with a DOFA date of October 1, 1991 or thereafter will be

considered to have a zero backlog.

     (4) Categories of backlog need.  The most recently available

data used under either paragraph (e) (1) (i) or (e) (1) (ii) of

this section must pertain to the following categories of backlog

need:

     (i) Backlog of needed repairs and replacements of existing

physical systems in public housing developments;

     (ii) Items that must be added to developments to meet HUD's

modernization standards under 
 968.115, and State and local codes;

and

     (iii) Items that are necessary or highly desirable for the

long-term viability of a development, in accordance with HUD's

modernization standards.
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     (f) Allocation for accrual needs.  HUD shall allocate the

other half remaining under the formula allocation under paragraph

(d) of this section based upon the relative accrual needs of PHA

and IHAs, determined as follows:

     (1) Statistically reliable data are available.  Where HUD

determines that statistically reliable data are available

concerning the categories of need identified under paragraph (f)

(3) of this section for individual PHAs and IHAs with 250 or more

units, and for the aggregate of PHAs and IHAs with fewer than 250

units, it shall base its allocation of assistance under this

section on the needs that are estimated to have accrued since the

date of the last objective measurement of backlog needs under

paragraph (e) (1) (i) of the section;

     (2) Statistically reliable data are unavailable.  Where HUD

determines that statistically reliable data concerning the

categories of need identified under paragraph (f) (3) of this

section are not available for individual PHAs and IHAs with 250 or

more units, it shall base its allocation of assistance under this

section on estimates of accrued need using:

     (i) The most recently available data on the categories of

accrual need under paragraph (f) (3) of this section;

     (ii) Objectively measurable data concerning the following PHA

or IHA, community, and development characteristics:

     (A) The average number of bedrooms in the units in a

development. (Weighted at 100.1);

     (B) The proportion of units in a development available for

occupancy by very large families.  (Weighted at 356.7);

     (C) The age of the developments.  (Weighted at 10.4);

     (D) The extent to which the buildings in developments of an

agency average fewer than 5 units.  (Weighted at 87.1);

     (E) The cost of rehabilitating property in the area.

(Weighted at 679.1);

     (F) The total number of units of each PHA or IHA that owns or

operates 250 or more units.  (Weighted at 0144);

     (iii) An equation constant of 602.1.

     (3) Categories of need.  The data to be provided under either

paragraph (f) (1) or (2) of this section must pertain to the

following categories of need:

     (i) Backlog of needed repairs and replacements of existing

physical systems in public housing developments; and

     (ii) Items that must be added to developments to meet HUD's

modernization standards under 
 968.115, and State and local codes.

     (g) Allocation of CIAP.  The formula amount determined under

paragraphs (e) and (f) of this section for PHAs and IHAs with fewer

than 250 units shall be allocated to PHAs in accordance with the

requirements of subpart B of this part (the CIAP), and to IHAs in

accordance with the requirements of 24 CFR part 950, subpart I.

     (h) Allocation for CGP.  The formula amount determined under

paragraphs (e) and (f) of this section for PHAs with 250 or more

units shall be allocated in accordance with the requirements of

subpart C of this part (the CGP) , and for IHAs in accordance with

the requirements of 24 CFR part 950, subpart I.  A PHA that is

eligible to receive a grant under the CGP may appeal the amount of

its formula allocation in accordance with 
 968.310(b).  A PHA

which is eligible to receive modernization funds under the CGP

because it owns or operates 250 or more units is disqualified from

receiving assistance under the CIAP under this part.

     (i) Use of formula allocation.  Any amounts allocated to a PHA

under paragraphs (e) and (f) of this section may be used for any

eligible activity under this part, notwithstanding that the

allocation amount is determined by al locating half based on the

relative backlog needs and half based on the relative accrual needs

of PHAs and IHAs.

     (j) Calculation of number of units.  For purposes of

determining under this section the number of units owned or

operated by a PHA or IHA, and the relative modernization needs of

PHAs and IHAs, HUD shall count as one unit each existing rental and

section 23 bond-financed unit under the ACC, expect
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that it shall count as one-fourth of a unit each existing unit

under the Turnkey III program.  In addition, HUD shall count as one

unit each existing unit under the Mutual Help program.  New

development units that are added to a PHA's or IHA's inventory will

be added to the overall unit count so long as they are under ACC

amendment and have reached DOFA by the first day in the FFY in

which the formula is being run.  Any increase in units (reaching

DOFA and under ACC amendment) as of the beginning of the FFY shall

result in an adjustment upwards in the number of units under the

formula.  New units reaching DOFA after this date will be counted

for formula purposes as of the following FFY.

     (k) Demolition, disposition and conversion of units.

     (1) General.  Where an existing unit under an ACC is

demolished, disposed of, or converted into a larger or smaller

units, including the substantial rehabilitation of a Mutual Help or

Turnkey III unit, HUD shall not adjust the amount the PHA or IHA

receives under the formula, unless more than one percent of the

units are affected on a cumulative basis.  Where more than one

percent of the existing units are demolished, disposed of, or

converted, HUD shall reduce the formula amount for the PHA or IHA

over a 3-year period to reflect removal of the units from the ACC;

     (2) Determination of one percent cap.  In determining whether

more than one percent of the units are affected on a cumulative

basis, HUD will compare the units eligible for funding in the

initial year under formula funding with the number of units

eligible for funding for formula funding purposes for the current

year, and shall base its calculations on the following.

     (i) Increases in the number of units resulting from the

conversion of existing units will be added to the overall unit

count so long as they are under ACC amendment by the first day in

the FFY in which the formula is being run;

     (ii) Units which are lost as a result of demolition,

disposition or conversion shall not be offset against units

subsequently added to a PHA's or IHA's inventory;

     (iii) For purposes of calculating the number of converted

units, HUD shall regard the converted size of the unit as the

appropriate unit count (e.g., a unit hat originally was counted as

one unit under paragraph (j) of this section, but which later was

converted into two units, shall be counted as two units under the

ACC).

     (3) Phased-in reduction of units.

     (i) Reduction less than one percent.  If HUD determines that

the reduction in units under paragraph (k) (2) of this section is

less than one percent, the PHA or IHA will be funded as though no

change had occurred;

     (ii) Reduction greater than one percent.  If HUD determines

that the reduction in units under paragraph (k) (2) of this section

is greater than one percent, the number of units on which formula

funding is based will be the number of units reported as eligible

for funding for the current program, plus two thirds of the

difference 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 level of the current year in the third year;

     (iii) Exception.  A unit which is conveyed under the Mutual

Help or Turnkey III programs will result in an automatic (rather

than a phased-in) reduction in the unit count.  Paid-off Mutual

Help or Turnkey III units continue to be counted until they are

conveyed.

     (4) Subsequent reductions in unit count.

     (i) Once a PHA's or IHA's unit count has been fully reduced

under paragraph (k) (3) (ii) of this section to reflect the new

number of units under the ACC, this new number of units will serve

as the base for purposes of calculating whether there has been a

one percent reduction in units on a cumulative basis;

     (ii) A reduction in formula funding, based upon additional

reductions to the number of a PHA's or IHAøs units, will also be

phased in over a three-year period, as described in paragraph (k)

(2) of this section.

968.104 Reserve for emergencies and disasters.
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     (a)  Emergencies.

     (1)  Eligibility for assistance.  A PHA (including a PHA that

has been designated as mod troubled under PHMAP) may obtain funds

at any time, for any eligible emergency work item as defined in 


968.305 (for CGP PHAs) or for any eligible emergency work item

(described as emergency modernization in 
 968.205) (for CIAP

PHAs), from the reserve established under 
 968.103(b). However,

emergency reserve funds may not be provided to a CGP PHA that has

the necessary funds available from any other source, including its

annual formula allocation under 
 968.103(e) and (f), other

unobligated modernization funds, and its replacement reserves.  A

PHA is not required to have an approved comprehensive plan under 


968.315 before it can request emergency assistance from this

reserve.  Emergency reserve funds may not be provided to a CIAP PHA

unless it does not have the necessary funds available from any

other source, including unobligated CIAP, and no CIAP modernization

funding is available from HUD for the remainder of the, fiscal

year.

     (2)  Procedure.  To obtain emergency funds, a PHA must submit

a request, in a form to be prescribed by HUD, which demonstrates

that without the requested funds from the set-aside, the PHA does

not have adequate funds available to correct the conditions which

present an immediate threat to the health or safety of the

residents.  HUD will immediately process a request for such

assistance and, if it determines that the PHA's request meets the

requirements under paragraph (a) (1) of this section, it shall

approve the request, subject to the availability of funds in the

reserve.

     (3)  Repayment.  A CGP PHA that receives assistance for its

emergency needs from the reserve under 
 968.103(b) must repay such

assistance from its future allocations of assistance, where

available.  For CGP PHAs, HUD shall deduct up to 50 percent of a

PHA's succeeding year's formula allocation under 
 968.103(e) and

(f) to repay emergency funds previously provided by HUD to the PHA.

The remaining balance, if any, shall be deducted from a PHA' s

succeeding years' formula allocations.  A CIAP PHA is not required

to repay assistance for its emergency needs from the reserve.

     (b)  Natural and other disasters.

     (1)  Eligibility for assistance.  A PHA (including a PHA that

has been designated as nod troubled under PHMAP) may request

assistance at any time from the reserve established under 


968.103(b) for the purpose of permitting the PHA to address a

natural or other disaster.  To qualify for assistance, the disaster

must pertain to an extraordinary event affecting only one or a few

PHAs, such as an earthquake or hurricane.  Any disaster declared

by, the President (or which HUD determines would qualify for a

Presidential declaration if it were on a larger scale) qualifies

for assistance under this paragraph.  A PHA may receive funds from

the reserve regardless of the availability of other modernization

funds or reserves, but only to the extent that its needs are in

excess of its insurance coverage or other Federal assistance.  A

CGP PHA is not required to have an approved comprehensive plan

under 
 968.31 before it can request assistance from the reserve

under 
 968.103(b).

     (2)  Procedure.  To obtain funding for natural or other

disasters under 
968.103(b), a PHA must submit a request, in a form

to be prescribed by HUD, which demonstrates that the PHA meets the

requirements of paragraph (b) (1) of this section.  HUD will

immediately process a request for such assistance and, if it

determines that the request meets the requirements under paragraph

(b) (1) of this section, it shall approve the request, subject to

the availability of funds in the reserve.

     (3)  Repayment.  Funds provided to a PHA under 
 968.103(b)

for natural and other disasters are not required to be repaid.

968.105 Definitions.

     The terms HUD and Public Housing Agency (PHA) are defined in

24 CFR part 5.

     Act.  The United States Housing Act of 1937, as amended (42

U.S.C. 1437 et seq.).
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     Annual Contributions Contract (ACC) A contract under the Act

between HUD and the PHA containing the terms and conditions under

which the Department assists the PHA in providing decent, safe, and

sanitary housing for lower income families.  The ACC must be in a

form prescribed by HUD under which HUD agrees to provide assistance

in the development, modernization and/or operation of a low-income

housing project under the Act, and the PHA agrees to develop,

modernize, and operate the project in compliance with all

provisions of the ACC and the Act, and all HUD regulations and

implementing requirements and procedures.

     CGP.  The Comprehensive Grant Program, which provides

modernization funds on a formula basis to PHAs with 250 or more

public housing units.

     CIAP.  The Comprehensive Improvement Assistance Program, which

provides modernization funds on a competitive basis to PHAs with

fewer than 250 public housing units.

     Development.  The term "development" has the same meaning as

that provided for low-income housing project, as that term is

defined in section 3(b)(1) of the Act.

     FFY.  Federal fiscal year.

     Force account labor.  Labor employed directly by the PHA on

either a permanent or a temporary basis.  See 
 968.120.

     Hard costs.  The physical improvement costs in development

accounts 1450 through 1475 of the Low-Rent Housing Accounting

Handbook 7510.1, as revised, which include: Account 1540 Site

Improvements; Account 1460 Dwelling Structures; Account 1465.1

Dwelling Equipment -- Nonexpendable; Account 1470 Nondwelling

Structures; and Account 1475 Nondwelling Equipment.

     Homebuyer Agreement.  A Turnkey III Homebuyer Ownership

Opportunity Agreement.

     Modernization funds.  Funds derived from an allocation of

budget authority for the purpose of funding physical and management

improvements.

     Modernization Program.  A PHA's program for carrying out

modernization, as set forth in the approved CIAP budget or CGP

Annual Statement.

     Modernization project.  The improvement of one or more

existing public housing developments under an unique number

designated for that modernization program.  For each Modernization

project, HUD and the PHA shall enter into an ACC amendment,

requiring low-income use of the housing for not less than 20 years

from the date of the ACC amendment (subject to the sale of

homeownership units in accordance with the terms of the ACC) The

terms "modernization project number" and "comprehensive grant

number" are used interchangeably.

     Non-routine maintenance.  Work items that ordinarily would be

performed on a regular basis in the course of upkeep of the

property, but have become substantial in scope because they have

been put off, and involve expenditures that would otherwise

materially distort the level trend of maintenance expenses.

Replacement of equipment and materials rendered unsatisfactory

because of normal wear and tear by items of substantially the same

kind does qualify, but reconstruction, substantial improvement in

the quality or kind of original equipment and materials, or

remodeling that alters the nature or type of housing units does not

qualify.

     Partnership process.  A specific and ongoing process that is

designed to
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ensure that residents, resident groups, and the PHA work in a

cooperative and collaborative manner to develop, implement and

monitor the CIAP or CGP.  At a minimum, a PHA shall ensure that the

partnership process incorporates full resident participation in

each of the required program components.

     PHMAP.  The Public Housing Management Assessment Program

(PHMAP) is a process designed to allow HUD and the PHA to identify

PHA management capabilities and deficiencies, and to lead to

overall better management of the public housing program, in

accordance with 24 CFR part 901.

     Reasonable cost.  Total unfunded hard cost needs for a

development that do not exceed 90 percent of the computed Total

Development Cost (TDC) for a new development with the same

structure type and number and size of units in the market area.

     Soft costs.  The non-physical improvement costs which exclude

any costs in development accounts 1450 through 1475.

968.108 Displacement, relocation and real property acquisition.

     In addition to the provisions of 49 CFR part 24, the following

provisions apply to this part:

     (a) Minimizing displacement.  Consistent with the other goals

and objectives of this part, PHAs shall assure that they have taken

all reasonable steps to minimize the displacement of persons

(families, individuals, businesses, nonprofit organizations, and

farms) as a result of a project assisted under this part.

     (b) Temporary relocation.  Residents who will not be required

to move permanently, but who must relocate temporarily (e.g., to

permit rehabilitation), shall be provided:

     (1) Reimbursement for all reasonable out-of-pocket expenses

incurred in connection with the temporary relocation, including the

cost of moving to and from the temporary housing and any increase

in monthly rent/utility costs; and

     (2) Appropriate advisory services, including reasonable

advance written notice of:

     (i)  The date and approximate duration of the temporary

     relocation;

     (ii) The location of the suitable, decent, safe, and sanitary

housing

to be made available for the temporary period;

     (iii) The terms and conditions under which the resident may

lease and occupy a suitable, decent, safe, and sanitary dwelling in

the building/complex following completion of the project; and

     (iv) The provisions of paragraph (b) (1) of this section.

     (c) Relocation assistance for displaced persons.  A "displaced

person" (defined in paragraph (g) of this section) must be provided

relocation assistance at the levels described in, and in accordance

with the requirements of, the Uniform Relocation Assistance and

Real Property Acquisition Policies Act of 1970, as amended (URA)

(42 U.S.C. 4601-4655) and implementing regulations at 49 CFR part

24.  A "displaced person" shall be advised of his/her rights under

the Fair Housing Act (42 U.S.C. 3601-19), and, if the

representative comparable replacement dwelling used to establish

the amount of the replacement housing payment to be provided to a

minority person is located in an area of minority concentration,

such person also shall be given, if possible referrals to

comparable and suitable, decent, safe, and sanitary replacement

dwellings not located in such areas.

     (d) Real property acquisition requirements.  The acquisition

of real property for a development is subject to the URA and the

requirements described in 49 CFR part 24, subpart B.

     (e) Appeals.  A person who disagrees with the PHA's

determination concerning whether the person qualifies as a

"displaced person," or the amount of the relocation assistance for

which the person is eligible, may file a written appeal of that

determination with the PHA.  A lower-income person who is

dissatisfied with the PHA's determination on his or her appeal
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may submit a written request for review of that determination to

the HUD

Field Office.

     (f) Responsibility of PHA.

     (1) The PHA shall certify that it will comply (i.e., provide

assurance of compliance, as required by 49 CFR part 24) with the

Uniform Relocation Act, the regulations at 49 CFR part 24, and the

requirements of this section and shall ensure such compliance,

notwithstanding any third party's contractual obligation to the PHA

to comply with these provisions.

     (2) The PHA shall maintain records in sufficient detail to

demonstrate compliance with these provisions.  The PHA shall

maintain data on the race, ethnic, gender,, and handicap status of

displaced persons.

     (g) Definition of displaced person.

     (1) For purposes of this section, the term displaced person

means a person (family, individual, business, nonprofit

organization, or farm) that moves from reaL property, or moves

personal property from real property, permanently, a" a direct

result of acquisition, rehabilitation, or demolition for a project

assisted under this part.  This includes any permanent, involuntary

move for an assisted project, including any permanent move from the

building/complex that is made:

     (i) On or after the date of the "initiation of negotiations"

(defined in 
 968.100(h), if the person is the resident of a

dwelling and any one of the following three situations occurs:

     (A) The resident has not been provided, before the move, a

written notice offering the resident the opportunity to lease and

occupy a suitable, decent, safe, and sanitary dwelling in the same

building/complex upon completion of the project under reasonable

terms and conditions.  Such reasonable terms and conditions include

a monthly rent and estimated average monthly utility costs that do

not exceed the total tenant payment, as determined under 24 CFR

913.107; or

     (B) The resident is required to relocate temporarily, does not

return to the Building/complex, and either:

     (1) The resident is not offered payment for all reasonable

out-of-pocket expenses incurred in connection with the temporary

relocation, or

     (2) Other conditions of the temporary relocation are not

reasonable; or

     (C) The resident is required to move to another dwelling unit

in the same building/complex but is not offered reimbursement for

all reasonable out-of-pocket expenses incurred in connection with

the move, or other conditions of the move are not reasonable; or

     (ii) Before the "initiation of negotiations," if the PHA or

HUD determines that the displacement resulted directly from

acquisition, rehabilitation, or demolition for the assisted

project;

     (2) Notwithstanding the provisions of paragraph (g) (1) of

this section, a person does not qualify as a "displaced person"

(and is not eligible for relocation assistance under the URA or

this section), if:

     (i) The person has been evicted for serious or repeated

violation of the terms and conditions of the lease or occupancy

agreement, violation of applicable Federal, State or local law, or

other good cause, and the PHA determines that the eviction was not

undertaken for the purpose of evading the obligation to provide

relocation assistance;

     (ii) The person moved into the property after the submission

of the Annual Statement (CGP) or application (CIAP) and, before

signing the lease and commencing occupancy, was provided written

notice of the project, its possible impact on the person (e.g.,

that the person may be displaced or temporarily relocated) and the

fact that he or she would not qualify as a "displaced person" (or

for assistance under this section) as a result of the project;

     (iii)  the person is ineligible under 49 CFR 24.2(g) (2); or

     (iv) HUD determines that the person was not displaced as a

direct

result of acquisition, rehabilitation, or demolition for the

project.

     (3) The PHA may ask HUD, at any time, to determine whether a

displacement is or would be covered by this section.

     (h) Definition of initiation of negotiations. For purposes of

determining the formula for computing the replacement housing

assistance to be provided to a resident who is displaced by

rehabilitation or demolition,
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the term initiation of negotiations means 45 calendar days before

(1) the issuance of the invitation for bids for the project or (2)

the start of force account work, whichever is applicable.

968.110 Other program requirements.

     In addition to the Federal requirements set forth in 24 CFR

part 5, the PHA shall comply with the following program

requirements:

     (a) Civil rights compliance.  The PHA shall comply with the

Fair Housing Act and 24 CFR part 100; section 503 of the

Rehabilitation Act of 1973 and 41 CFR chapter 60-471; section 504

of the Rehabilitation Act of 1973 and 24 CFR part 8; the Americans

with Disabilities Act, Title II and 28 CFR part 35; Architectural

Barriers Act and 24 CFR part 41; Title VI of the Civil Rights Act

of 1964 and 24 CFR part 1; the Age Discrimination Act of 1975 and

24 CFR part 146; Executive Order 11063 and 24 CFR part 107; and

Executive Order 11246, as amended by Executive Order 11375 and 41

CFR part 60.

     (b) Minority and women's business enterprise opportunity.  In

conformance with Executive Orders 11625, 12432, and 12438, the PHA

shall take every action to meet Departmental goals for awarding

modernization contracts to minority business enterprises.  The PHA

take appropriate affirmative action to assist women's business

enterprises.

     (c) Environmental clearance.  Before approving a proposed

project, HUD will comply with the requirements of 24 CFR part 50,

implementing the National Environmental Policy Act of 1969 (42

U.S.C. 4332 et seq.) and related requirements of 24 CFR 50.4.

     (d) Flood insurance.  HUD will not approve for acquisition,

construction, or improvement, a building located in an area that

has been identified by the Federal Emergency Management Agency as

having special flood hazards, unless the following conditions are

met:

     (1) Flood insurance on the building is obtained in compliance

with section 102(a) of the Flood Disaster Protection Act of 1973

(42 U.S.C. 4001 et seq.); and

     (2) The community in which the area is situated is

participating in the National Flood Insurance Program in accord

with 44 CFR parts 59-79, or less than one year has passed since

FEMA notification regarding flood hazards.

     (e) Wage rates.

     (1) Davis-Bacon.  With respect to modernization work or

contracts over $2,000 (except for nonroutine maintenance work), all

laborers and mechanics (other than volunteers under the conditions

set out in 24 CFR part 70) who are employed by the PHA or its

contractors shall be paid not less than the wages prevailing in the

locality, as predetermined by the Secretary of Labor pursuant to

the Davis-Bacon Act (40 U.S.C. 276a-276a-5)

     (2) HUD-determined.  With respect to all nonroutine

maintenance work or contracts, all laborers and mechanics (other

than volunteers under the conditions set out in 24 CFR part 70) who

are employed by the PHA or its contractors shall be paid not less

than the wages prevailing in the locality, as determined or adopted

by HUD pursuant to section 12 of the United States Housing Act of

1937.

     (3) State.  Prevailing wage rates determined under State law

are inapplicable under the circumstances set forth in 
 965.101 of

this chapter.

     (f) Technical wage rates.  All architects, technical

engineers, draftsmen, and technicians (other than volunteers under

the conditions set out in 24 CFR part 70) who are employed in the

development of a project shall be paid not less than the wages

prevailing in the locality, as determined or adopted (subsequent to

a determination under applicable State or local law) by HUD.

     (g)  [Reserved]

     (h)  Physical accessibility.  The PHA shall comply with the

Architectural Barriers Act of 1968 (42 U.S.C. 4151-4157), 24 CFR

part 40; section 504 of the Rehabilitation Act of 1973, 24 CFR part

8; and the Fair Housing Act, 24 CFR part 100.

     (i) [Reserved]
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     (j) [Reserved]

     (k) Lead-based Paint Poisoning Prevention.  [Being revised]

     (l) [Reserved]

     (m) Coastal barriers.  In accordance with the Coastal Barriers

Resources Act, 16 U.S.C. 3501, no financial assistance under this

part may be made available within the Coastal Barrier Resources

System.

968.111 Eligible costs.

     (a)  A PHA may use financial assistance received under this

part for the following eligible costs:

     (1) For a CGP PHA, the eligible costs are:

     (i) Undertaking activities described in its approved Annual

Statement under 
 968.325 and approved Five-Year Action Plan under


 968.315(e) (5);   (ii) Carrying out emergency work, whether or

not the need is indicated

in the PHA's approved Comprehensive Plan, including Five-Year

Action Plan, or Annual Statement;

     (iii) Funding a replacement reserve to carry out eligible

activities in future years, subject to the restrictions set forth

in paragraph (f) of this section;

     (iv) Preparing the Comprehensive Plan and Five-Year Action

Plan under 
 968.315 and the Annual Submission under 
 968.325,

including reasonable costs necessary to assist residents to

participate in a meaningful way in the planning, implementation and

monitoring process; and

     (v) Carrying out an audit in accordance with 24 CFR part 44.

     (2) For a CIAP PHA, the eligible costs are activities approved

by HUD and included in an approved CIAP budget.

     (b) Demonstration of viability.  Except in the case of

emergency work, a PHA shall only expend funds on a development for

which the PHA has determined, and HUD agrees, that the completion

of the improvements and replacements (for CGP PHAs, as identified

in the Comprehensive Plan) will reasonably ensure the long-term

physical and social viability of the development at a reasonable

cost (as defined in 
 968.105), or for essential non-routine

maintenance needed to keep the property habitable until the

demolition or disposition application is approved and residents are

relocated.

     (c) Physical improvements.  Eligible costs include

alterations, betterments, additions, replacements, and non-routine

maintenance that are necessary to meet the modernization and energy

conservation standards prescribed in Sec. 968.115.  These mandatory

standards may be exceeded when a PHA (and HUD in the case of CIAP

PHAs) determines that it is necessary or highly desirable for the

long-term physical and social viability of the individual

development.  Development specific work includes work items that

are modest in design and cost, but still blend in with the design

and architecture of the surrounding community by including

amenities, quality materials and design and landscaping features

that are customary for the locality and culture.  The Field Office

may approve nondwelling space where such space is needed to

administer, and is of direct benefit to, the public housing

program.  If demolition or disposition is proposed, a PHA shall

comply with 24 CFR part 970.  Additional dwelling space may be

added to existing units.

     (d) Turnkey III developments.

     (1) General.  Eligible physical improvement costs for existing

Turnkey III developments are limited to work items which are not

the responsibility of the homebuyer families and which are related

to health and safety, correction of development deficiencies,

physical accessibility, energy audits and cost-effective energy

conservation measures, or LBP testing, interim containment,

professional risk assessment and abatement.  In addition,

management improvements are eligible costs.

     (2) Ineligible costs.  Routine maintenance or replacements,

and items that are the responsibility of the homebuyer families are

ineligible costs.

     (3) Exception for vacant or non-homebuyer-occupied Turnkey III

units.

     (i) Notwithstanding the requirements of paragraph (d) (1) of

this
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section, a PHA may substantially rehabilitate a Turnkey III unit

whenever the unit becomes vacant or is occupied by a non-homebuyer

family in order to return the unit to the inventory or make the

unit suitable for homeownership purposes.  A PHA that intends to

use funds under this paragraph must identify in its CIAP

Application or CGP Annual Submission the estimated number of units

proposed for substantial rehabilitation and subsequent sale.  In

addition, a PHA must demonstrate that it has homebuyers who both

are eligible for homeownership, in accordance with the requirements

of 24 CFR part 904, and have demonstrated their intent to be placed

into each of the Turnkey III units proposed to be substantially

rehabilitated.

     (ii) Before a PHA may be approved for substantial

rehabilitation of a unit under this paragraph, it must first

deplete any Earned Home Payments Account (EHPA) or Non-Routine

Maintenance Reserve (NRMR) pertaining to the unit, and request the

maximum amount of operating subsidy.  Any increase in the value of

a unit caused by its substantial rehabilitation under this

paragraph shall. be reflected solely by its subsequent appraised

value, and not by an automatic increase in its selling price.

     (e) Demolition and conversion costs.  Eligible costs include:

     (1) Demolition of dwelling units or non-dwelling facilities,

where the demolition is approved by HUD under 24 CFR part 970, and

related costs, such as clearing and grading the site after

demolition and subsequent site improvement to benefit the remaining

portion of the existing development; and

     (2) Conversion of existing dwelling units to different bedroom

sizes or to non-dwelling use.

     (f) Replacement reserve costs (for CGP only).

     (1) Funding a replacement reserve to carry out eligible

activities in future years is an eligible cost, subject to the

following restrictions:

     (i) Annual CGP funds are not needed for existing needs, as

identified by the PHA in its needs assessments; or

     (ii) A physical improvement requires more funds than the PHA

would receive under its annual formula allocation; or

     (iii) A management improvement requires more funds than the

PHA may use under its 20% limit for management improvements (except

as provided in paragraph (n) (2) (i) of this section), and the PHA

needs to save a portion of its annual grant, in order to combine it

with a portion of subsequent year(s) grants to fund the work item.

     (2) The PHA shall invest replacement reserve funds so as to

generate a return equal to or greater than the average 91-day

Treasury bill rate.

     (3) Interest earned on funds in the replacement reserve will

not be added to the PHA's income in the determination of a PHA's

operating subsidy eligibility, but must be used for eligible

modernization costs.

     (4) To the extent that its annual formula allocation and any

unobligated balances of modernization funds are not adequate to

meet emergency needs, a PHA must first use its replacement reserve,

where funded, to meet emergency needs, before requesting funds from

the reserve under 
 968.104.

     (5) A PHA is not required to use its replacement reserve for

costs related to natural and other disasters.

     (g) Management improvement costs.

     (1) General.  Management improvements that are development-

specific or PHA-wide in nature are eligible costs where needed to

upgrade the operation of the PHA's developments, sustain physical

improvements at those developments or correct management

deficiencies.  A PHA's ongoing operating expenses are ineligible

management improvement costs.  For CIAP PHAs, management

improvements may be funded as a single work item.

     (2) Eligible costs.  Eligible costs include:

     (i) General management improvement costs.  Eligible costs

include general management improvement costs, such as: management,

financial, and accounting control systems of the PHA; adequacy and

qualifications of PHA personnel, including: training; resident

programs and services through the coordination of the provision of

social services from tribal or local government or other public and

private entities; resident and development security; resident

selection and eviction; occupancy; rent collection;
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maintenance; and equal opportunity.

     (ii) Economic development costs.  Eligible costs include job

training for residents and resident business development

activities, for the purpose of carrying out activities related to

the modernization-funded management and physical improvements.  HUD

encourages PHAs, to the greatest extent feasible, to hire residents

as trainees, apprentices, or employees to carry out the

modernization program under this part, and to contract with

resident-owned businesses for modernization work.

     (iii) Resident management costs.  Eligible costs include

technical assistance to a resident council or resident management

corporation (RMC), as defined in part 964, in order to: determine

the feasibility of resident management to carry out management

functions for a specific development or developments; train

residents in skills directly related to the operations and

management of the development(s) for potential employment by the

RMC; train RMC board members in community organization, board

development, and leadership; and assist in the formation of an RMC.

     (iv) Resident homeownership costs.  Eligible costs are limited

to the study of the feasibility of converting rental to

homeownership units and the preparation of an application for

conversion to homeownership or sale of units.

     (v) Preventive maintenance system.  Eligible costs include the

establishment of a preventive maintenance system or improvement of

an existing system.  A preventive maintenance system must provide

for regular inspections of building structures, systems and units

and distinguish between work eligible for operating funds (routine

maintenance) and work eligible for modernization funding (non-

routine maintenance).

     (h) Drug elimination costs.  Eligible costs include drug

elimination activities involving management or physical

improvements, as specified by HUD.

     (i) LBP costs.  Eligible costs include professional risk

assessments and interim containment of family

developments/buildings constructed before 1980, testing and

abatement of family developments/buildings constructed before 1978,

and costs for insurance coverage for pollution hazards associated

with the testing, abatement, clean-up and disposal of LBP on

applicable surfaces of family developments/buildings constructed

before 1978.

     (j) Administrative costs.  Administrative costs necessary for

the planning, design, implementation and monitoring of the physical

and management improvements are eligible costs and include the

following:

     (1) Salaries.  The salaries of non-technical and technical PHA

personnel assigned full-time or part-time to modernization are

eligible costs only where the scope and volume of the work are

beyond that which could be reasonably expected to be accomplished

by such personnel in the performance of their non-modernization

duties.  A PHA shall properly apportion to the appropriate program

budget any direct charges for the salaries of assigned full- or

part-time staff (e.g., to the CIAP, CGP or operating budget);

     (2) Employee benefit contributions.  PHA contributions to

employee benefit plans on behalf of non-technical and technical PHA

personnel are eligible costs in direct proportion to the amount of

salary charged to the CIAP or CGP, as appropriate;

     (3) Preparation of CIAP or CGP required documents;

     (4) Resident participation.  Eligible costs include those

associated with ensuring the meaningful participation of residents

in the development of the CIAP Application or the CGP Annual

Submission and Comprehensive Plan and the implementation and

monitoring of the approved modernization program; and

     (5) Other administrative costs, such as telephone and

facsimile, as specified by HUD.

     (k) Audit costs (for CGP only).  Eligible costs are limited to

the portion of the audit costs which are attributable to the

modernization program.

     (1) Architectural/engineering and consultant fees.  Eligible

costs include fees for planning, identification of needs, detailed

design work, preparation of construction and bid documents and

other required documents, LBP professional risk assessments and

testing, and inspection of work in
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progress.

     (m) Relocation costs.  Eligible costs include relocation and

other assistance for permanent and temporary relocation, as a

direct result of rehabilitation, demolition or acquisition for a

modernization-funded activity, where this assistance is required by

49 CFR part 24 or 
 968.108.

     (n) Cost limitations.

     (1) CIAP costs.

     (i) Management improvement costs.  Management improvement

costs shall not exceed a percentage of the CIAP funds available to

a Field Office in a particular FFY, as specified by HUD.

     (ii) Planning costs.  Planning costs are costs incurred before

HUD approval of the CIAP application and which are related to

developing the CIAP application or carrying out eligible

modernization planning, such as detailed design work, preparation

of solicitations, and LBP professional risk assessment and testing.

Planning costs may be funded as a single work item. If a PHA incurs

planning costs without prior HUD approval, a PHA does so with the

full understanding that the costs may not be reimbursed upon

approval of the CIAP application.  Planning costs shall not exceed

5 percent of the CIAP funds available to a Field Office in a

particular FFY.

     (2) CGP costs.

     (i) Management improvement costs.  Notwithstanding the full

fungibility of work items, a PHA shall not use more than a total of

20 percent of its annual grant for management improvement costs in

account 1408, unless specifically approved by HUD or the PHA has

been designated as both an over-all high performer and mod-high

performer under the PHMAP.

     (ii) Administrative costs.  Notwithstanding the full

fungibility of work items, a PHA shall not use more than a total of

10 percent of its annual grant on administrative costs in account

1410, excluding any costs related to lead-based paint or asbestos

testing (whether conducted by force account employees or by a

contractor), in-house architectural/engineering (A/E) work, or

other special administrative costs required by State or local law,

unless specifically approved by HUD.

     (3) Program benefit.  Where the physical or management

improvement, including administrative cost, will benefit programs

other than Public Housing, such as Section 8 or local

revitalization programs, eligible costs are limited to the amount

directly attributable to the public housing program.

     (4) No duplication.  Any eligible cost for an activity funded

by CIAP or CGP shall not also be funded by any other HUD program.

     (o) Ineligible costs.  Ineligible costs include:

     (1)  Luxury improvements;

     (2)  Indirect administrative costs (overhead), as defined in

OMB Circular A-87;

     (3)  Public housing operating assistance;

     (4)  Direct provision of social services, through either force

account or contract labor, from FFY 1996 and future FFYs funds; and

     (5)  Other ineligible activities, as specified by HUD.

     (p)  Expanded eligibility for FFY 1995 and prior year

modernization

funds.  The FFY 1995 Rescissions Act expanded the eligible

activities which may be funded with CIAP or CGP assistance provided

from FFY 1995 and prior FFY funds.  Such activities include, but

are not limited to:

     (1) New construction or acquisition of additional public

housing units, including replacement units;

     (2) Modernization activities related to the public housing

portion of housing developments held in partnership, or cooperation

with non-public housing entities; and

     (3) Other activities related to public housing, including

activities eligible under the Urban Revitalization Demonstration

(Hope VI)

968.115 Modernization and energy conservation standards.

     All improvements funded under this part shall:

     (a) Meet the mandatory HUD modernization standards described

in the
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Public and Indian Housing Modernization Standards Handbook 7485.2,

as revised;

     (b) Incorporate cost-effective energy conservation measures,

identified

in the PHA's most recently updated energy audit, conducted pursuant

to part 965, subpart C;

     (c) Where changing or installing a new utility system, conduct

a life-cycle cost analysis, reflecting installation and operating

costs; and

     (d) Provide decent, safe, and sanitary living conditions in

PHA-owned and PHA-operated public housing.


 968.120 Force account.

     (a) For both CIAP and CGP, a PHA may undertake the activities

using force account labor, only where specifically approved by HUD

in the CIAP budget or CGP Annual Statement, except no prior HUD

approval is required where the PHA is designated as both an overall

high performer and Modernization high performer under the PHMAP.

     (b) If the entirety of modernization activity (including the

planning and architectural design of the rehabilitation) is

administered by the RMC, the PHA shall not retain for any

administrative or other reason, any portion of the modernization

funds provided, unless the PHA and the RMC provide otherwise by

contract.


 968.125 Initiation of modernization activities.

     After HUD has approved the modernization program and entered

into an ACC amendment with the PHA, a PHA shall undertake the

modernization activities and expenditures set forth in its approved

CIAP budget or CGP Annual Statement/Five-Year Action Plan in a

timely, efficient and economical manner. All approved funding must

be obligated within two years of approval and expended within three

years of approval unless HUD approves a longer time period in the

PHA's implementation schedule, as set forth in the CIAP budget or

CGP Annual Statement.  HUD may approve a longer time period for

such reasons as the large size of the grant or the complexity of

the work.


 968.130 Fund requisitions.

     To draw down modernization funds against the approved CIAP

budget or CGP Annual Statement, a PHA shall comply with

requirements prescribed by HUD.


 968.135 Contracting requirements.

     In addition to the requirements specified in 24 CFR parts 5,

85 and 965, subpart A, and 
 968.110(e), the following provisions

apply:

     (a) Architect/engineer and other professional services

contracts.  For CIAP only and notwithstanding 24 CFR 85.36(g), a

PHA shall comply with the following HUD requirements:

     (1) Where the proposed contract amount exceeds the HUD-

established threshold, submit the contract for prior HUD approval

before execution or issuance; or

     (2) Where the proposed contract amount does not exceed the

HUD-established threshold, certify that the scope of work is

consistent with the originally approved modernization program, and

that the amount is appropriate and does not result in the total

HUD-approved CIAP budget being exceeded.

     (b) Assurance of completion.  For both CIAP and CGP and

notwithstanding 24 CFR 85.36(h), for each construction contract

over $100,000, the contractor shall furnish a bid guarantee from

each bidder equivalent to 5% of the bid price; and one of the

following:

     (1)  A performance and payment bond for 100 percent of the

contract price; or

     (2)  Separate performance and payment bonds, each for 50% or

more of the

contract price; or

     (3) A 20% cash escrow; or
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     (4) A 25% irrevocable letter of credit.

     (c) Construction solicitations.  For CIAP only and

notwithstanding 24 CFR 85.36(g), a PHA shall comply with HUD

requirements to either:

     (1) Where the estimated contract amount exceeds the HUD-

established threshold, submit a complete construction solicitation

for prior HUD approval before issuance; or

     (2) Where the estimated contract amount does not exceed the

HUD-established threshold, certify receipt of the required

architect's/engineer's certification that the construction

documents accurately reflect HUD-approved work and meet the

modernization and energy conservation standards and that the

construction solicitation is complete and includes all mandatory

items.

     (d) Contract awards.

     (1) For CIAP only, a PHA shall obtain HUD approval of the

proposed award of a contract if the contract work is inconsistent

with the originally approved modernization program or the

procurement meets the criteria set forth in 24 CFR 85.36(g) (2) (i)

through (iv) In all other instances, a PHA shall make the award

without HUD approval after the PHA has certified that:

     (i) The solicitation and award procedures were conducted in

compliance with State or local laws and Federal requirements;

     (ii) The award does not meet the criteria in 24 CFR 85.36(g)

(2) (i) through (iv) for prior HUD approval; and

     (iii) The contractor is not on the Lists of Parties Excluded

from Federal Procurement or Nonprocurement Programs;

     (2) For CGP only, a PHA shall obtain HUD approval of the

proposed award of a contract if the procurement meets the criteria

set forth in 24 CFR 85.36(g) (2) (i) through (iv)

     (e) Contract modifications.  For CIAP only and notwithstanding

24 CFR 85.36(g), except in an emergency endangering life or

property, a PHA shall comply with HUD requirements to either:

     (1) Where the proposed contract modification exceeds the HUD-

established threshold, submit the proposed modification for prior

HUD approval before issuance; or

     (2) Where the proposed contract modification does not exceed

the HUD-established threshold, certify that the proposed

modification is within the scope of the contract and that any

additional costs are within the total HUD-approved CIAP budget

amount.

     (f) Construction requirements.  Where indicated by poor

performance, a PHA may be required to submit to HUD periodic

progress reports and, for prior HUD approval, construction

completion documents above a HUD-specified amount. For CGP only, a

PHA is notified of additional construction requirements by a notice

of deficiency or a corrective action order.

     (g) Reward for high performers.  For CIAP only, if a PHA is

both an overall high performer and a modernization high performer

under the Public Housing Management Assessment Program (PHMAP), HUD

will not establish thresholds, and the PHA is not required to

obtain prior HUD approval, under paragraphs (a), (c), and (e) of

this section.


 968.140 On-site inspections.

     It is the responsibility of the PHA, not HUD, to provide, by

contract or otherwise, adequate and competent supervisory and

inspection personnel during modernization, whether work is

performed by contract or force account labor and with or without

the services of an architect/engineer to ensure work quality and

progress.


 968.145 Fiscal closeout.

     (a) Actual modernization cost certificate (AMCC) Upon

expenditure by the PHA of all funds, or termination by HUD of the

activities funded in a modernization program, a PHA shall submit

the AMCC, in a form prescribed by HUD, to HUD for review and

approval for audit.  After audit verification, HUD shall approve

the AMCC.
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     (b) Audit.  The audit shall follow the guidelines prescribed

in 24 CFR part 44, Non-Federal Government Audit Requirements.  If

the pre-audit or post-audit AMCC indicates that there are excess

funds, a PHA shall immediately remit the excess funds as directed

by HUD.  If the pre-audit or post-audit AMCC discloses unauthorized

or ineligible expenditures, a PHA shall immediately take such

corrective actions as HUD may direct.

Subpart B - Comprehensive Improvement Assistance Program (For PHAs

That Own or Operate Fewer Than 250 Units)


 968.205 Definitions.

     In addition to the definitions in 
 968.105, the following

definitions apply to this subpart:

     Emergency Modernization (CIAP) A type of modernization program

for a development that is limited to physical work items of an

emergency nature that poses an immediate threat to the health or

safety of residents or is related to fire safety, and that must be

corrected within one year of CIAP funding approval.

     Management capability.  A PHA has management capability if it

is:

     (1) not designated as Troubled under Part 901, Public Housing

Management

Assessment Program (PHMAP) ; or

     (2) designated as Troubled, but has a reasonable prospect of

acquiring management capability through CIAP-funded management

improvements and administrative support.  A Troubled PHA is

eligible for Emergency Modernization only, unless it is making

reasonable progress toward meeting the performance targets

established in its memorandum of agreement or equivalent under 


901.140 or has obtained alternative oversight of its management

functions.

     Modernization capability.  A PHA has modernization capability

if it is:      (1) not designated as Modernization Troubled under

Part 901, PHMAP; or      (2) designated as Modernization Troubled,

but has a reasonable prospect

of acquiring modernization capability through CIAP-funded

management improvements and administrative support, such as hiring

staff or contracting for assistance.  A Modernization Troubled PHA

is eligible for Emergency Modernization only, unless it is making

reasonable progress toward meeting the performance targets

established in its memorandum of agreement or equivalent under 


901.140 or has obtained alternative oversight of its modernization

functions.  Where a PHA does not have a funded modernization

program in progress, the Field Office shall determine whether the

PHA,has a reasonable prospect of acquiring modernization capability

through hiring staff or contracting for assistance.

     Other Modernization (modernization other than emergency) A

type of modernization program for a development that includes one

or more physical work items, where HUD determines that the physical

improvements are necessary and sufficient to extend substantially

the useful life of the development, and/or one or more development

specific or PHA-wide management work items (including planning

costs), and/or lead-based paint testing, professional risk

assessments, interim containment, and abatement.

     Reasonable cost.  Total unfunded hard costs for a development

that do not exceed 90 percent of the computed total development

cost limit for a new development with the same structure type and

number and size of units in the market area.

     Work item.  Any separately identifiable unit of work

constituting a part of a modernization program.
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 968.210 Procedures for obtaining approval of a modernization

program.

     (a) HUD notification.  After modernization funds for a

particular FFY become available, HUD shall publish in the Federal

Register a notice of funding availability (NOFA), the time frame

for submission of the CIAP Application, and other pertinent

information.

     (b) PHA consultation with local officials and

residents/homebuyers.  A PHA shall develop the application in

consultation with local officials and residents/homebuyers, as set

forth in 
 968.215.

     (c) PHA application.  A PHA shall submit to HUD an

application, in a form prescribed by HUD.  Where a PHA has not

included some of its developments in the CIAP application, HUD may

not consider funding any non-emergency work at excluded

developments or subsequently approve use of leftover funds at

excluded developments.

     (d) Completeness Review.  To be eligible for processing, an

application must be physically received by HUD by the time and date

specified in the NOFA. Immediately after the application deadline,

HUD shall perform a completeness review to determine whether the

application is complete, responsive to the NOFA, and acceptable for

technical processing.

     (1) If the application form or any other essential document,

as specified in the NOFA, is missing, the PHA's application will be

considered substantially incomplete and, therefore, ineligible for

further processing. HUD shall immediately notify the PHA in

writing.

     (2) If other required documents, including certifications, as

specified in the NOFA, are missing or there is a technical mistake,

such as no signature on a submitted form, HUD shall immediately

notify the PHA in writing to submit or correct the deficiency

within a specified period of time from the date of HUD's written

notification.  This is not additional time to substantially revise

the application.  Deficiencies which may be corrected at this time

are inadvertently omitted documents or clarifications of previously

submitted material and other changes which are not of such a nature

as to improve the competitive position of the application.

     (3) If a PHA fails to submit or correct the items within the

required time period, the PHA's application will be ineligible for

further processing. HUD shall immediately notify the PHA in writing

after this occurs.

     (4) A PHA may submit an application for Emergency

Modernization whenever needed.

     (e) Eligibility Review.

     (1) Eligibility for processing.  To be eligible for

processing:

     (i) Each eligible development for which work is proposed has

reached the Date of Full Availability (DOFA) and is under ACC at

the time of CIAP application submission; and

     (ii) Where funded under Major Reconstruction of Obsolete

Projects (MROP) after FFY 1988, the development/building/unit has

reached DOFA or, where funded during FFYs 1986-1988, all MROP funds

for the development/building have been expended.

     (2) Eligibility for processing on reduced scope.  When the

following conditions exist, a PHA will be reviewed on a reduced

scope:

     (i) Section 504 compliance.  Where a PHA has not completed all

required structural changes to meet the need for accessible units,

as identified in the PHA's Section 504 needs assessment, the PHA is

eligible for processing only for urgency Modernization or physical

work needed to meet Section 504 requirements.

     (ii) Lead-based Paint (LBP) testing compliance.  Where a PHA

has not complied with the statutory requirement to complete LBP

testing on all pre-1978 family units, the PHA is eligible for

processing only for Emergency Modernization or work needed to

complete the testing.

     (iii) Fair Housing and Equal Opportunity (FHEO) compliance.

Where a PHA has not complied with FHEO requirements set forth in 


968.110, as evidenced by an enforcement action, finding or

determination, the PHA is eligible for processing only for

Emergency Modernization or for work needed to remedy the civil

rights deficiencies -- unless the PHA is implementing a
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voluntary compliance agreement or settlement agreement designed to

correct the area(s) of noncompliance.  The enforcement actions,

findings, or determinations that trigger limited eligibility are

described in paragraphs (A) through (B) below:

     (A) A pending proceeding against the PHA based upon a charge

of discrimination issued under the Pair Housing Act.  A charge of

discrimination is a charge under section 810(g) (2) of the Fair

Housing Act (42 U.S.C. 3610(g) (2)), issued by the Department's

General Counsel or legally authorized designee;

     (B) A pending civil rights suit against the PHA, referred by

the Department's General Counsel and instituted by the Department

of Justice;

     (C) Outstanding HUD findings of PHA noncompliance with civil

rights statutes and executive orders specified in 24 CFR part 5 or

implementing regulations, as a result of formal administrative

proceedings;

     (D) A deferral of the processing of applications from the PHA

imposed by HUD under Title VI of the Civil Rights Act of 1964 (42

U.S.C. 2000d-1) and HUD implementing regulations (24 CFR 1.8), the

Attorney General's Guidelines (28 CFR 50.3), and procedures (HUD

Handbook 8040.1), or under Section 504 of the Rehabilitation Act of

1973 (29 U.S.C. 794) and HUD implementing regulations (24 CFR

8.57); or

     (B) An adjudication of a violation under any of the

authorities specified in 24 CFR part 5 in a civil action filed

against the PHA by a private individual.

     (f) Technical processing.  After all CIAP applications are

reviewed for eligibility, HUD shall categorize the eligible PHAs

and their developments into two processing groups: Group 1 for

Emergency Modernization; and Group 2 for Other Modernization.  PHA

developments may be included in both groups and the same

development may be in each group.  However, a PHA is only required

to submit one CIAP application.  Group 1 developments are not

subject to the technical review rating and ranking and the long-

term viability and reasonable cost determination.  Group 2

developments are subject to the technical review rating and ranking

and the long-term viability and reasonable cost determination.

Preference will be given to PHAs which request assistance for

developments having conditions which threaten the health or safety

of the residents or having a significant number of vacant,

substandard units, and which have demonstrated a capability of

carrying out the proposed activities.

     (g) Rating on technical review factors.  After categorizing

the eligible PHAs/developments into Group 1 and Group 2, HUD shall

review and rate each Group 2 PHA on each of the following technical

review factors:

     (1) Extent and urgency of need, including need to comply with

statutory, regulatory or court-ordered deadlines;

     (2) Extent of vacancies, where the vacancies are not due to

insufficient demand;

     (3)  PHA's modernization capability;

     (4)  PHA's management capability;

     (5)  Degree of resident involvement in PHA operations;

     (6)  Degree of PHA activity in resident initiatives, including

resident management, economic development, and drug elimination

efforts;

     (7)  Degree of resident employment;

     (8)  Local government support for proposed modernization; and

     (9)  Such additional factors as the Secretary determines

necessary and appropriate.

     (h) Ranking and selection for Joint Review.  After rating all

Group 2 PHAs/developments, HUD shall then rank each Group 2 PHA

based on its total score, list Group 2 PHAs in descending order,

subject to confirmation of need and cost at Joint Review, and

identify for Joint Review selection the highest PHA ranking

applications in Group 2 and other Group 2 PHAs with lower ranking

applications, but with high priority needs, which most reasonably

approximate the amount of modernization which can be funded.  High

priority needs are non-emergency needs, but related to: health or

safety; vacant, substandard units; structural or system integrity;

or compliance with statutory, regulatory or court-ordered

deadlines.  All Group 1 applications are
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automatically selected for Joint Review.

     (i) Joint Review.  The purpose of Joint Review is for HUD to

discuss with a PHA the proposed modernization program, as set forth

in the CIAP Application, review long-term viability and reasonable

cost determinations, and determine the size of the grant, if any,

to be awarded.  HUD shall notify each PHA whose application has

been selected for further processing as to whether Joint Review

will be conducted on-site or off-site (e.g., by telephone or in-

office meeting) A PHA shall prepare for Joint Review by preparing

a draft CIAP budget and reviewing the other items to be covered

during Joint Review, as prescribed by HUD.  If conducted on-site,

Joint Review may include an inspection of the proposed physical

work.  PHAs not selected for Joint Review will be advised in

writing of the reasons for non-selection.

     (j) Funding decisions.  After all Joint Reviews are completed,

HUD shall adjust the PHAs, developments, and work items to be

funded and the amounts to be awarded, on the basis of information

obtained from Joint Reviews, environmental reviews, and FHEO

review, and make the funding decisions.  A PHA will not be selected

for CIAP funding if there is a duplication of funding.  HUD shall

select all bona fide emergencies in Group I before funding Group 2

applications.  After funding announcement, HUD shall request a

funded PHA to submit a CIAP budget, including an implementation

schedule, and any other required documents,' including the ACC

amendment.  PHAs not selected for funding will be advised in

writing of the reasons for non-selection.

     (k) ACC amendment.  After HUD approval of the CIAP budget, HUD

and the PHA shall enter into an ACC amendment in order for the PHA

to draw down modernization funds.  The ACC amendment shall require

low-income use of housing for not less than 20 years from the date

of the ACC amendment (subject to sale of homeownership units in

accordance with the terms of the ACC) The PHA Executive Director,

where authorized by the Board of Commissioners and permitted by

State law, may sign the ACC amendment on behalf of the PHA.  HUD

has the authority to condition an ACC amendment (e.g., to require

a PHA to hire a modernization coordinator or contract administrator

to a administer its modernization program)

     (1) Declaration of trust.  As HUD may require, a PHA shall

execute and file for record a Declaration of Trust, as provided

under the ACC, to protect the rights and interests of HUD

throughout the 20-year period during which the PHA is obligated to

operate its developments in accordance with the ACC, the Act, and

HUD regulations and requirements.


 968.215 Resident and homebuyer participation.

     A PHA shall establish a Partnership Process, as defined in 


968.105, to develop, implement and monitor the CIAP.  Before

submission of the CIAP application, a PHA shall consult with the

residents, the resident organization or the resident management

corporation (see part 964, subpart C of this chapter) (herein

referred to as the resident) of the development(s) being proposed

for modernization, regarding its intent to submit an application

and to solicit resident comments.  A PHA shall give residents a

reasonable opportunity to present their views on the proposed

modernization program and alternatives to it and shall give full

and serious consideration to resident recommendations.  A PHA shall

respond in writing to the residents, indicating its acceptance or

rejection of resident recommendations, consistent with HUD

requirements and the PHA's own determination of efficiency,

economy, and need. After HUD approval of the modernization program,

a PHA shall inform the residents of the approved work items and its

progress during implementation. Where HUD does not approve the

modernization program, a PHA shall so inform the residents.


 968.225 Budget revisions.

     (a) A PHA shall not incur any modernization cost in excess of

the total HUD-approved CIAP budget.  A PHA shall submit a budget

revision, in a form

                                                                 22

prescribed by HUD, if the PHA plans to deviate from the originally

approved modernization program, as it was competitively funded, by

deleting or substantially revising approved work items or adding

new work items that are unrelated to the originally approved

modernization program, or to change the method of accomplishment

from contract to force account labor, except as provided in

paragraph (b) (4) of this section.

     (b) In addition to the requirements of paragraph (a) of this

section, a PHA shall comply with the following requirements:

     (1) A PHA is not required to obtain prior HUD approval if, in

order to complete the originally approved modernization program,

the PHA needs to delete or revise approved work items or add new

related work items consistent with the original modernization

program.  In such case, a PHA shall certify that the revisions are

necessary to carry out the approved work and do not result in

substantial changes to the competitively funded modernization

program.

     (2) A PHA shall not incur any modernization cost on behalf of

any development that is not covered by the original CIAP

application.

     (3) Where there are funds leftover after completion of the

originally approved modernization program, a PHA may, without prior

HUD approval, use the remaining funds to carry out eligible

modernization activities at developments covered by the original

CIAP application.

     (4) If a PHA is both an overall high performer and a

modernization high performer under the Public Housing Management

Assessment Program (PHMAP) , the PHA is not required to obtain

prior HUD approval to change the method of accomplishment from

contract to force account labor.


 968.230 Progress reports.

     For each six-month period ending March 31 and September 30,

until completion of the modernization program or expenditure of all

funds, a PHA shall submit to HUD a progress report, in a form

prescribed by HUD.  Where HUD determines that a PHA is having

implementation problems, HUD may require more frequent reporting.

968.235 Time extensions.

     A PHA shall not obligate or expend funds after the obligation

or expenditure deadline date approved by HUD in the original

implementation schedule without a time extension, as follows:

     (a) Certification.  A PHA may extend an obligation or

expenditure deadline date no later than 30 calendar days after the

existing deadline date, without prior HUD approval, for a period

commensurate with the delay, where the PHA certifies that the delay

is due to reasons outside of the PHA's control, such as:

     (1) Need to use leftover funds from a completed modernization

program for additional work;

     (2)  Unforeseen delays in contracting or contract

     administration;

     (3) Litigation; and

     (4) Delay by HUD or other institutions.  Delay by the PHA's

staff or Board of Commissioners or a change in the Executive

Director is not considered to be outside of the PHA's control.

     (b) Prior HUD approval.  Where a PHA is unable to meet an

obligation or expenditure deadline date and the delay is due to

reasons within the PHA's control, the PHA may request HUD approval

of a time extension no later than 30 calendar days after the

deadline date, to avoid recapture of funds.  The request shall

include an explanation of the delay, steps taken to prevent future

delay, and the requested extension.


 968.240 HUD review of PHA Performance.

     HUD shall periodically review PHA performance in carrying out

its approved modernization program to determine compliance with HUD

requirements,
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the adequacy of a PHA's inspections as evidenced by the quality of

work, and the timeliness of the work.  HUD's review may be

conducted either in-office or on-site. Where conducted in-office,

a PHA shall forward any requested documents to HUD for post-review.

Where deficiencies are noted, a PHA shall take such corrective

actions as HUD may direct.

                                APPENDIX 2.

PART 950-INDIAN HOUSING PROGRAMS

     4.   The authority citation for 24 CFR part 950 continues to

read as follows:

     AUTHORITY:  25 U.S.C. 450e(b); 42 U.S.C. 1437aa-1437ee, and

3535(d).

     5.   The table of contents for part 950, subpart I, is revised

to read as follows:

Subpart I--Modernization Program

General Provisions

Sec.

950.600   Purpose and applicability.

950.602   Special requirements for Turnkey III and Mutual Help

developments.

950.604   Allocation of funds under section 14.

950.606   Reserve for emergencies and disasters.

950.608   Eligible costs.

950.610   Modernization and energy conservation standards.

950.612   Force account.

950.614   Initiation of modernization activities.

950.616   Fund requisition.

950.618   Contracting requirements.

950.620   On-site inspections.

950.622   Fiscal closeout.

Comprehensive Improvement Assistance Program (For IHAs That Own or

Operate Fewer Than 250 units)

Sec.

950.630   Procedures for obtaining approval of a modernization

program.

950.632   Resident and homebuyer participation.

950.634   Budget revisions.

950.636   Progress reports.

950.638   Time extensions.

950.640   HUD review of IHA performance.

Comprehensive Grant Program (For IHAs That Own or Operate 250 or

More Indian

Housing Units)

Sec.

950.650   Determination of formula amount.

950.652   Comprehensive plan (including Five-Year Action Plan)

950.654   HUD review and approval of comprehensive plan (including

Five-Year           Action Plan)

950.656   Annual submission of activities and expenditures.

950.658   IHA performance and evaluation Report.

950.660   HUD review of IHA performance.

     6.   Section 950.102 is amended by adding a definition of

"other modernization (modernization other than emergency)" in

alphabetical order, and by revising the definitions of "emergency

modernization", "modernization capability", and "modernization

project", to read as follows:


 950.102 Definitions.

*    *    *    *    *

     Emergency modernization (CIAP) A type of modernization program

for a development that is limited to physical work items of an

emergency nature, that pose an immediate threat to the health or

safety of residents or is related to fire safety, and that must be

corrected within one year of CIAP funding approval.

*    *    *    *    *

     Modernization capability.  An IHA has modernization capability

if it is:

     (1) Not designated as high risk under 
 950.135; or

     (2) Designated as high risk, but has a reasonable prospect of

acquiring modernization capability through CIAP-funded management

improvements and administrative support, such as hiring staff or

contracting for assistance. An IHA that has been classified high

risk with regard to modernization is
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eligible for emergency modernization only, unless it is making

reasonable progress toward meeting the performance targets

established in its management improvement plan under 
 950.135(f)

(2) or has obtained alternative oversight of its modernization

functions.  Where an IHA does not have a funded modernization

program in progress, the Area ONAP shall determine whether the IHA

has a reasonable prospect of acquiring modernization capability

through hiring staff or contracting for assistance.

*    *    *    *    *

     Modernization project.  The improvement of one or more

existing Indian housing developments under an unique number

designated for that modernization program (CIAP) For each

modernization project, HUD and the IHA shall enter into an ACC

amendment, requiring low-income use of the housing for not less

than 20 years from the date of the ACC amendment (subject to sale

of homeownership units in accordance with the terms of the ACC)

*    *    *    *    *

     Other Modernization (modernization other than emergency) A

type of modernization program for a development that includes one

or more physical work items, where HUD determines that the physical

improvements are necessary and sufficient to extend substantially

the useful life of the development, and/or one or more development

specific or, IHA-wide management work items (including planning

costs), and/or LBP testing, professional risk assessments, interim

containment, and abatement.

*    *    *    *    *

Subpart I -- Modernization Program General Provisions

     7.   Part 950, subpart I, is revised to read as follows:


 950.600 Purpose and applicability.

     (a) Purpose.  The purpose of this subpart is to set forth the

policies and procedures for the Modernization program, authorizing

HUD to provide financial assistance to Indian Housing Authorities

(IHAs)

     (b) Applicability.

     (1) The sections under the undesignated heading "General

Provisions" apply to all modernization under this subpart.  The

sections under the undesignated heading "Comprehensive Improvement

Assistance Program" (CIAP) set forth the requirements and

procedures for the CIAP for IHAs that own or operate fewer than 250

Indian housing units.  An IHA that qualifies for participation in

the Comprehensive Grant Program (CGP) is not eligible to

participate in the CIAP.  The sections under the undesignated

heading "Comprehensive Grant program (CGP)" set forth the

requirements and procedures for the CGP for IHAs that own or

operate 250 or more Indian housing units.  An IHA that has already

qualified to participate in the CGP remains eligible to participate

in the CGP so long as it owns or operates at least 200 units.

     (2) This subpart applies to IHA-owned low-income Indian

housing developments (including developments managed by a Resident

Management Corporation pursuant to a contract with the IHA) This

subpart also applies to the implementation of modernization

programs which were approved before FFY 1996.  Rental developments

that are planned for conversion to homeownership under sections

5(h), 21, or 301 of the Act (42 U.S.C. 1437c, 1437s, 1437aaa), but

that have not yet been sold by an IHA, continue to qualify for

assistance under this subpart.  This subpart does not apply to

developments under the Section 23 Leased Housing Non-Bond Financed

program, the Section 10(c) Leased program, or the Section 23 or

Section 8 Housing Assistance Payments programs.

     (c) Transition.  Any amount that HUD has obligated to an IHA

shall be used for the purposes for which the funding was provided,

or:

     (1) For a CGP IHA, for purposes consistent with an approved

annual statement or five-year action plan submitted by the IHA, as

the IHA determines to be appropriate; or

     (2) For a CIAP IHA, in accordance with a revised CIAP budget

under 
950.634.

     (d) Other applicable requirements.  See subpart A of this part

for applicable requirements, other than the Act, that apply to

modernization
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under this subpart I.

     (e) Approved information collections.  The following sections

of this subpart have been approved by the Office of Management and

Budget in accordance with the Paperwork Reduction Act of 1995 and

assigned OMB approval number 2577-0044: 

 950.618, 950.622,

950.630, 950.632, 950.634, and 950.636. The following sections of

this subpart have been similarly approved and assigned approval

number 2577.0157: 

 950.650, 950.656, and 950.658.


 950.602 Special requirements for Turnkey III and Mutual Help

developments.  (a) Modernization costs.  Modernization work on a

Mutual Help or

Turnkey III unit shall not increase the purchase price or

amortization period of the home.

     (b) Eligibility of paid-off and conveyed units for assistance.

     (1) Paid-off units.  A Mutual Help or Turnkey III unit that is

paid off but has not been conveyed at the time work is included for

it in the CIAP application or CGP Annual Statement is eligible for

any physical improvements provided under Sec. 950.608.  However, in

accordance with the provisions of 
 950.440(e) (8), an IHA may

perform nonemergency work on a paid-off Mutual Help unit only after

all delinquencies are repaid.

     (2) Conveyed units.  Where modernization work has been

approved prior to conveyance, the IHA may complete the work even if

title to the unit is subsequently conveyed before the work is

completed.  However, once conveyed, the unit is not eligible for

additional or future assistance.  An IHA shall not use funds

provided under this subpart for the purpose of modernizing units if

the modernization work was not approved before conveyance of title.

     (c) Other.  The homebuyer family shall be in compliance with

its financial obligations under its homebuyer agreement in order to

be eligible for nonemergency physical improvements, with the

exception of work necessary to meet statutory and regulatory

requirements (e.g., accessibility for disabled persons, lead-based

paint testing, interim containment, professional risk assessment,

and abatement) and the correction of development deficiencies.

Notwithstanding the above requirement, an IHA may, with prior HUD

approval, complete nonemergency physical improvements on any

homeownership unit if the IHA demonstrates that, due to economies

of scale or geographic constraints, substantial cost savings may be

realized by completing all necessary work in a development at one

time.


 950.604 Allocation of funds under section 14.

     (a) General.  This section describes the process for

allocating modernization funds to the aggregate of IHAs and PHAs

participating in the CIAP (i.e., agencies that own or operate fewer

than 250 units), and to individual IHAs and PHAs participating in

the CGP (i.e., agencies that own or operate 250 or more units).

The program requirements governing PHA participation in the CIAP

and CGP are contained in 24 CFR part 968.

     (b) Set-aside for emergencies and disasters.  For each FFY,

HUD shall reserve from amounts approved in the appropriation act

for grants under this part and part 968 of this title, an amount

not to exceed $75 million (which shall include unused reserve

amounts carried over from previous FFYs) , which shall be made

available to IHAs and PHAs for modernization needs resulting from

natural and other disasters, and from emergencies.  HUD shall

replenish this reserve at the beginning of each FFY.  Any unused

funds from previous years may remain in the reserve until

allocated.  The requirements governing the reserve for disasters

and emergencies and the procedures by which an IHA may request such

funds are set forth in 
 950.606.

     (c) Set-aside for credits for mod troubled PHAs under 24 CFR

part 968. subpart C.

     (1) General.  After deducting amounts for the reserve for

natural and other disasters and for emergencies under paragraph (b)

of this section, HUD shall set aside no more than five percent of

the remaining amount for the purpose of providing credits to PHAs

under 24 CFR part 968, subpart C that were formerly designated as

mod troubled agencies under the Public Housing Management

Assessment Program (PHMAP) at 24 CFR part 901.  The purpose of
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this set-aside is to compensate such PHAs for amounts previously

withheld by HUD because of their prior designation as a mod

troubled agency.

     (2) Nonapplicability to IHAs.  Since the PHMAP performance

indicators under 24 CFR part 901 do not apply to IHAs, these

agencies cannot be deemed mod troubled for purposes of the CGP.

Hence, IHAs are not subject to any reduction in funding under

section 14(k)(5)(a) of the Act, nor do they participate in the set-

aside of credits established under paragraph (c) (1) of this

section.

     (d) Formula allocation based on relative needs.  After

determining the amounts to be reserved under paragraphs (b) and (c)

of this section, HUD shall allocate the amount remaining pursuant

to the formula set forth in paragraphs (e) and If) of this section,

which are designed to measure the relative backlog and accrual

needs of IHAs and PHAs.

     (e) Allocation for backlog needs.  HUD shall allocate half of

the formula amount under paragraph (d) of this section based on the

relative backlog needs of IHAs and PHAs, as follows:

     (1) Determination of backlog need.

     (i) Statistically reliable data.  Where HUD determines that

the data concerning the categories of backlog need identified under

paragraph (e) (4) of this section are statistically reliable for'

individual IHAs and PHAs with 250 or more units, or the aggregate

of IHAs and PHAs with fewer than 250 units not participating in the

formula funding portion of the modernization program, it will base

its allocation on direct estimates of the statutory categories of

backlog need, based on the most recently available, statistically

reliable data.

     (ii) Statistically reliable data are unavailable.  Where HUD

determines that statistically reliable data concerning the

categories of backlog need identified under paragraph (e) (4) of

this section are not available for individual IHAs and PHAs with

250 or more units, it will base its allocation of funds under this

section on estimates of the categories of backlog need using:

     (A) The most recently available data on the categories of

backlog need under paragraph (e) (4) of this section;

     (B) Objectively measurable data concerning the following IHA

or PHA, community, and development characteristics:

     (1) The average number of bedrooms in the units in a

development (Weighted at 2858.7);

     (2) The proportion of units in a development available for

occupancy by very large families (Weighted at 7295.7);

     (3) The extent to which units for families are in high-rise

elevator developments (Weighted at 5555.8);

     (4) The age of the developments, as determined by the DOFA

date (date of full availability).  In the case of acquired

developments, HUD will use the DOFA date unless the IHA provides

HUD with the actual date of construction, in which case HUD will

use the age of the development (or for scattered sites, the average

age of all the buildings), subject to a 50 year cap. (Weighted at

206.5);

     (5) In the case of a large agency, the number of units with 2

or more bedrooms (Weighted at 433);

     (6) The cost of rehabilitating property in the area (Weighted

at 27544.3);

     (7) For family developments, the extent of population decline

in the unit of general local government determined on the basis of

the 1970 and 1980 censuses (Weighted at 759.5); and

     (C) An equation constant of 1412.9.

     (2) Calibration of backlog need for developments constructed

prior to 1985.  The estimated backlog need, as determined under

either paragraphs (e) (1) (i) or (e) (l) (ii) of this section,

shall be adjusted upward for developments constructed prior to 1985

by a constant ratio of 1.5 to more accurately reflect the costs of

modernizing the categories of backlog need under paragraph (e) (4)

of this section, for the Indian housing stock as of 1991.
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     (3) Deduction for prior modernization.  HUD shall deduct from

the estimated backlog need, as determined under either paragraphs

(e) (1) (i) or (e) (1) (ii) of this section, amounts previously

provided to an IHA or PHA for modernization, using one of the

following methods:

     (i) Standard deduction for prior CIAP and MROP.  HUD shall

deduct 60 percent of the CIAP funds made available on an IHA-wide

or PHA-wide basis from FFY 1984 to 1991, and 40 percent of the

funds made available on a development-specific basis for the Major

Reconstruction of Obsolete Projects (MROP) (not to exceed the

estimated formula need for the development), subject to a maximum

50 percent deduction of an IHA's or PHA's total need for backlog

funding;

     (ii) Newly constructed units.  Units with a DOFA date of

October 1, 1991 or thereafter will be considered to have a zero

backlog; or

     (iii) Acquired developments.  Developments acquired by an IHA

with major rehabilitation, with a DOFA date of October 1, 1991 or

thereafter, will be considered to have a zero backlog.

     (4) Categories of backlog need.  The most recently available

data to be used under either paragraphs (e) (1) (i) or (e) (1) (ii)

of this section shall pertain to the following categories of

backlog need:

     (i) Backlog of needed repairs and replacements of existing

physical systems in Indian housing developments;

     (ii) Items that shall be added to developments to meet HUD's

modernization standards under 
 950.610, and State, local and

tribal codes; and

     (iii) Items that are necessary or highly desirable for the

long-term viability of a development, in accordance with HUD's

modernization standards.

     (f) Allocation for accrual needs.  HUD shall allocate the

other half remaining under the formula allocation under paragraph

(d) of this section based upon the relative accrual needs of IHAs

and PHAs, determined as follows:

     (1) Statistically reliable data.  If HUD determines that

statistically reliable data are available concerning the categories

of need identified under paragraph (f) (3) of this section for

individual IHAs and PHAs with 250 or more units and for the

aggregate of IHAs and PHAs with fewer than 250 units, it shall base

its allocation of assistance under this section on the needs that

are estimated to have accrued since the date of the last objective

measurement of backlog needs under paragraph (e) (1) (i) of this

section; or

     (2) Statistically reliable data are unavailable.  If HUD

determines that statistically reliable data concerning the

categories of need identified under paragraph (f) (3) of this

section are not available for individual IHAs and PHAs with 250 or

more units, it shall base its allocation of assistance under this

section on estimates of accrued need using:

     (i) The most recently available data on the categories of

backlog need under paragraph (f) (3) of this section;

     (ii) Objectively measurable data concerning the following IHA

or PHA, community, and development characteristics:

     (A) The average number of bedrooms in the units in a

development (Weighted at 100.1);

     (B) The proportion of units in a development available for

occupancy by very large families (Weighted at 356.7);

     (C) The age of the developments (Weighted at 10.4);

     (D) The extent to which the buildings in developments of an

agency average fewer than 5 units (Weighted at 87.1.);

     (E) The cost of rehabilitating property in the area (Weighted

at 679.1);

     (F) The total number of units of each IHA or PHA that owns or

operates 250 or more units (Weighted at 0144); and

     (iii) An equation constant of 602.1.

     (3) Categories of need.  The data to be provided under either

paragraph (f) (1) or (f) (2) of this section shall pertain to the

following categories of need:

     (i) Backlog of needed repairs and replacements of existing
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physical systems in Indian housing developments; and

     (ii) Items that shall be added to developments to meet HUD's

modernization standards under 
 950.610, and State, local, and

tribal codes.

     (g)  Allocation for CIAP.  The formula amount determined under

paragraphs (e) and If) of this section for IHAs and PHAs with fewer

than 250 units shall be allocated to IHAs in accordance with the

requirements under the undesignated heading of this subpart

"Comprehensive Improvement Assistance Program" (CIAP) and to PHAs

in accordance with the requirements of 24 CFR part 968, subpart B.

     (h) Allocation for CGP.  The formula amount determined under

paragraphs (e) and (f) of this section for IHAs with 250 or more

units shall be allocated in accordance with the requirements under

the undesignated heading of this subpart "Comprehensive Grant

Program," and for PHAs in accordance with the requirements of 24

CFR part 968, subpart C.  An IHA that is eligible to receive a

grant under the CGP may appeal the amount of its formula allocation

under this section in accordance with the requirements set forth in


 950.650. An IHA that is eligible to receive modernization funds

under the CGP because it owns or operates 250 or more units, is

disqualified from receiving assistance under the CIAP under this

part.

     (i)  Use of formula allocation.  Any amounts allocated to an

IHA under paragraphs (e) and (f) of this section may be used for

any eligible activity under this subpart, notwithstanding that the

allocation amount is determined by allocating half based on the

relative backlog needs and half based on the relative accrual needs

of IHAs and PHAs.

     (j)  Calculation of number of units.  For purposes of

determining under this section the number of units owned or

operated by an IHA or PHA, and the relative modernization needs of

IHAs and PHAs, HUD shall count as one unit each existing rental,

Mutual Help, and section 23 Bond-Financed unit under the ACC,

except that it shall count as one-fourth of a unit each existing

unit under the Turnkey III program.  New development units that are

added to an IHA's or PHA's inventory will be added to the overall

unit count so long as they are under ACC amendment and have reached

DOFA by the first day in the FFY in which the formula is being run.

Any increase in units (reaching DOFA and under ACC amendment) as of

the beginning of the FFY shall result in an adjustment upwards in

the number of units under the formula.  New units reaching DOFA

after this date will be counted for formula purposes as of the

following FFY.

     (k)  Demolition, disposition, and conversion of units.

     (l)  General. Where an existing unit under an ACC is

demolished, disposed of, or converted into a larger or smaller

unit, HUD shall not adjust the amount the IHA or PHA receives under

the formula, unless more than one percent of the units are affected

on a cumulative basis.  Where more than one percent of the existing

units are demolished, disposed of, or converted, HUD shall reduce

the formula amount for the IHA or PHA over a 3-year period to

reflect removal of the units from the ACC.

     (2) Determination of one percent cap.  In determining whether

more than one percent of the units are affected on a cumulative

basis, HUD will compare the units eligible for funding in the

initial year under formula funding with the number of units

eligible for funding for the current year under formula funding,

and shall base its calculations on the following:

     (i) Increases in the number of units resulting from the

conversion of existing units will be added to the overall unit

count so long as they are wider ACC amendment by the first day in

the FFY in which the formula is being run;

     (ii) Units that are lost as a result of demolition,

disposition, or conversion shall not be offset against units

subsequently added to an IHA's or PHA's inventory;

     (iii) For purposes of calculating the number of converted

units, HUD shall regard the converted size of the unit as the

appropriate unit count (e.g., a unit that originally was counted as

one unit under paragraph (j) of this section, but which later was

converted into two units, shall be counted as two units under the

ACC).
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     (3) Phased-in reduction of units.

     (i) Reduction less than one percent.  If HUD determines that

the reduction in units under paragraph (k) (2) of this section is

less than one percent, the IHA or PHA will be funded as though no

change had occurred.

     (ii) Reduction greater than one percent.  If HUD determines

that the reduction in units under paragraph (k) (2) of this section

is greater than one percent, the number of units on which formula

funding is based will be the number of units reported as eligible

for funding for the current program, plus two-thirds of the

difference 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 level of the current year in the third year.

     (iii) Exception.  A unit that is conveyed under the Mutual

Help or Turnkey III programs will result in an automatic (rather

than a phased-in) reduction in the unit count.  Paid-off Mutual

Help or Turnkey III units continue to be counted until they are

conveyed.

     (4) Subsequent reductions in unit count.

     (i) Once an IHA's or PHA's unit count has been fully reduced

under paragraph (k) (3) (ii) of this section to reflect the new

number of units under the ACC, this new number of units will serve

as the base for purposes of calculating whether there has been a

one percent reduction in units on a cumulative basis.

     (ii) A reduction in formula funding, based upon additional

reductions to the number of an IHA's or PHA's units, will also be

phased in over a 3-year period, as described in paragraph (k) (2)

of this section.


 950.606 Reserve for emergencies and disasters.

     (a) Emergencies.

     (1) Eligibility for assistance.  An IHA (including an IHA that

is determined to be high risk under 
 950.135) may obtain funds at

any time, for any eligible emergency work item as defined in 


950.102 (for IHAs participating in CGP) or for any eligible

emergency work item (described as emergency modernization in 


950.102) (for IHAs participating in CIAP), from the reserve

established under 
 950.604(b).  However, emergency reserve funds

may not be provided to an IHA participating in CGP that has the

necessary funds available from any other source, including its

annual formula allocation under 
 950.604(e) and (f), other

unobligated modernization funds, and its replacement reserves under


 950.608.  An IHA is not required to have an approved

Comprehensive Plan under 
 950.652 before it can request emergency

assistance from this reserve.  Emergency reserve funds may not be

provided to an IHA participating in CIAP unless it does not have

the necessary funds available from any other source, including

unobligated CIAP, and no CIAP modernization funding is available

from HUD for the remainder of the fiscal year.

     (2) Procedure.  To obtain emergency funds, an IHA shall submit

a request, in a form to be prescribed by HUD, that demonstrates

that without the requested funds from the set-aside under this

section, the IHA does not have adequate funds available to correct

the conditions that present an immediate threat to the health or

safety of the residents.  HUD will immediately process a request

for such assistance, and if it determines that the IHA's request

meets the requirements of paragraph (a) (1) of this section, it

shall approve the request, subject to the availability of funds in

the reserve.

     (3) Repayment.  A CGP IHA that receives assistance for its

emergency needs from the reserve under 
 950.604(b) shall repay

such assistance from its future allocations of assistance, as

available.  For IHAs participating in the CGP, HUD shall deduct up

to 50 percent of an IHA's succeeding year's formula allocation

under 
 950.604(e) and (f) to repay emergency funds previously

provided by HUD to the IHA.  The remaining balance, if any, shall

be deducted from an IHA's succeeding years' formula allocations.

     (b) Natural and other disasters.

     Il) Eligibility for assistance.  An IHA (including an IHA that

has been determined by HUD not to be administratively capable under


 950.135) may request assistance at any time Com the reserve under


 950.604(b) for the
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purpose of permitting the IHA to respond to a natural or other

disaster.  To qualify for assistance, the disaster shall pertain to

an extraordinary event affecting only one or a few IHAs, such as an

earthquake or hurricane.  Any disaster declared by the President

(or that HUD determines would qualify for a Presidential

declaration if it were on a larger scale) qualifies for assistance

under this paragraph.  An IHA may receive funds from the reserve

regardless of the availability of other modernization funds or

reserves, but only to the extent its needs are in excess of its

insurance coverage.  An IHA is not required to have an approved

Comprehensive Plan under 
 950.652 before it can request:

assistance from the reserve under 
 950.604(b).

     (2) Procedure.  To obtain funding for natural or other

disasters under 
 950.604(b), an IHA shall submit a request, in a

form prescribed by HUD, that demonstrates that it meets the

requirements of paragraph (b) (1) of this section.  HUD will

immediately process a request for such assistance, and if it

determines that the request meets the requirements under paragraph

lb) (I) of this section, it will approve the request, subject to

the availability of funds in the reserve.

     (3) Repayment.  Funds provided to an IHA under paragraph (b)

(1) of this section for natural and other disasters are not

required to be repaid.


 950.608 Eligible costs.

     (a) General.  An IHA may use financial assistance received

under this part for the following eligible costs:

     (1) For a CGP IHA, the eligible costs are:

     (i) Undertaking activities described in its approved Annual

Statement under 
 950.656 (e) and approved Five-Year Action Plan

under 
 950.652 (e) (5);

     (ii) Carrying out emergency work, whether or not the need is

indicated in the IHA's approved Comprehensive Plan, including Five-

Year Action Plan, or Annual Statement;

     (iii) Funding a replacement reserve to carry out eligible

activities in future years, subject to the restrictions set forth

in paragraph If) of this section;

     (iv) Preparing the Comprehensive Plan and Five-Year Action

Plan under 
 950.652 and the Annual Submission under 
 950.656,

including reasonable costs necessary to assist residents to

participate in a meaningful way in the planning, implementation and

monitoring process; and

     (v) Carrying out an audit, in accordance with 24 CFR part 44.

     (2) For a CIAP IHA, the eligible costs are activities approved

by HUD and included in an approved CIAP budget.

     (b) Demonstration of viability.  Except in the case of

emergency work, an IHA shall only expend funds on a development for

which the IHA has determined, and HUD agrees, that the completion

of the improvements and replacements (for CGP IHAs, as identified

in the comprehensive plan) will reasonably ensure the long-term

physical and social viability of the development at a reasonable

cost (as defined in 
 950.102), or for essential non-routine

maintenance needed to keep the property habitable until the

demolition or disposition application is approved and residents are

relocated.

     (c) Physical improvements.  Eligible costs include

alterations, betterments, additions, replacements, and non-routine

maintenance that are necessary to meet the modernization and energy

conservation standards prescribed in 
 950.610.  These mandatory

standards may be exceeded when the IHA (and HUD in the case of CIAP

IHAs) determine that it is necessary or highly desirable for the

long-term physical and social viability of the individual

development.  Development specific work includes work items that

are modest in design and cost, but still blend in with the design

and architecture of the surrounding community by including

amenities, quality materials and design and landscaping features

that are customary for the locality and culture.  The Field Office

has the authority to approve nondwelling space where such space is

needed to administer, and is of direct benefit to, the Public and

Indian Housing Program.  If demolition or disposition is proposed,

an IHA shall comply with subpart M of this part. Additional

dwelling space may be added to existing units.
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     (d) Turnkey III developments.

     (1) General.  Eligible physical improvement costs for existing

Turnkey III developments are limited to work items that are not the

responsibility of the homebuyer families and that are related to

health and safety, correction of development deficiencies, physical

accessibility, energy audits and cost-effective energy conservation

measures, or LBP testing, interim containment, professional risk

assessment and abatement.  In addition, management improvements are

eligible costs.

     (2) Ineligible costs.  Routine maintenance or replacements,

and items that are the responsibility of the homebuyer families are

ineligible costs.

     (3) Exception for vacant or non-homebuyer-occupied Turnkey III

units.

     (i) Notwithstanding the requirements of paragraph (d) (I) of

this section, an IHA may substantially rehabilitate a Turnkey III

unit whenever the unit becomes vacant or is occupied by a non-

homebuyer family in order to return the unit to the inventory or

make the unit suitable for homeownership purposes.  An IHA that

intends to use funds under this paragraph must identify in its CIAP

Application or CGP Annual Submission the estimated number of units

proposed for substantial rehabilitation and subsequent sale.  In

addition, an IHA must demonstrate that it has homebuyers who both

are eligible for homeownership, in accordance with the requirements

of this part, and have demonstrated their intent to be placed into

each of the Turnkey III units proposed to be substantially

rehabilitated.

     (ii) Before an IHA may be approved for substantial

rehabilitation of a unit under this paragraph (d) , it must first

deplete any Earned Home Payments Account (EHPA) or Non-Routine

Maintenance Reserve (NRMR) pertaining to the unit, and request the

maximum amount of operating subsidy.  Any increase in the value of

a unit caused by its substantial rehabilitation under this

paragraph shall be reflected solely by its subsequent appraised

value, and not by an automatic increase in its selling price.

     (e) Demolition and conversion Costs.  Eligible costs include:

     (1) Demolition of dwelling units or non-dwelling facilities,

where the demolition is approved by HUD under subpart M of this

part, and related costs, such as clearing and grading the site

after demolition and subsequent site improvement to benefit the

remaining portion of the existing development; and

     (2) Conversion of existing dwelling units to different bedroom

sizes or to non-dwelling use.

     (f) Replacement reserve costs (for CGP only)

     (1) Funding a replacement reserve to carry out eligible

activities in future years is an eligible cost, subject to the

following restrictions:

     (i) Annual CGP funds are not needed for existing needs, as

identified by the IHA in its needs assessments; or

     (ii) A physical improvement requires more funds than the IHA

would receive under its annual formula allocation; or

     (iii) A management improvement requires more funds than the

IHA may use under its 20% limit for management improvements (except

as provided in paragraph (n) (2) (i) of this section), and the IHA

needs to save a portion of its annual grant, in order to combine it

with a portion of subsequent year(s) grants to fund the work item.

     (2) The IHA shall invest replacement reserve funds so as to

generate a return equal to or greater than the average 91-day

Treasury bill rate.

     (3) Interest earned on funds in the replacement reserve will

not be added to the IHA's income in the determination of an IHA's

operating subsidy eligibility, but must be used for eligible

modernization costs.

     (4) To the extent that its annual formula allocation and any

unobligated balances of modernization funds are not adequate to

meet emergency needs, an IHA must first use its replacement

reserve, where funded, to meet emergency needs, before requesting

funds from the reserve under 
 950.606.

     (5) An IHA is not required to use its replacement reserve for

natural and other disasters.

     (g) Management improvement Costs.

     (1) General.  Management improvements that are development-

specific or IHA-wide in nature are eligible costs where needed to

upgrade the operation
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of the IHA's developments, sustain physical improvements at those

developments or correct management deficiencies.  An IHA's ongoing

operating expenses are ineligible management improvement costs.

For CIAP IHAs, management improvements may be funded as a single

work item.

     (2)  Eligible costs.  Eligible costs include:

     (i)  General management improvement costs.  Eligible costs

include general management improvement costs, such as: management,

financial, and accounting control systems of the IHA; adequacy and

qualifications of IHA personnel, including training; resident

programs and services through the coordination of the provision of

social services from tribal or local government or other public and

private entities; resident and development security; resident

selection and eviction; occupancy; rent collection; maintenance;

an.d equal opportunity.

     (ii) Economic development costs.  Eligible costs include job

training for residents and resident business development

activities, for the purpose of carrying out activities related to

the modernization-funded management and physical improvements.  HUD

encourages IHAs, to the greatest extent feasible, to hire residents

as trainees, apprentices, or employees to carry out the

modernization program under this part, and to contract with

resident-owned businesses for modernization work.

     (iii) Resident management costs.  Eligible costs include

technical assistance to a resident council or resident management

corporation (RMC), as defined in 
 950.962, in order to: determine

the feasibility of resident management to carry out management

functions for a specific development or developments; train

residents in skills directly related to the operations and

management of the development(s) for potential employment by the

RMC; train RMC board members in community organization, board

development, and leadership; and assist in the formation of an RMC.

     (iv) Resident homeownership costs.  Eligible costs are limited

to the study of the feasibility of converting rental to

homeownership units and the preparation of an application for

conversion to homeownership or sale of units.

     (v)  Preventive maintenance system.  Eligible costs include

the establishment of a preventive maintenance system or improvement

of an existing system.  A preventive maintenance system must

provide for regular inspections of building structures, systems and

units and determine the applicability of work eligible for

operating funds (routine maintenance) and work eligible for

modernization funding (non-routine maintenance)

     (h)  Drug elimination costs.  Eligible costs include drug

elimination activities involving management or physical

improvements, as specified by HUD.

     (i)  LBP Costs.  Eligible costs include professional risk

assessments and interim containment of family

developments/buildings constructed before 1980, testing and

abatement of family developments/buildings constructed before 1978,

and costs for insurance coverage for pollution hazards associated

with the testing, abatement, clean-up and disposal of LBP on

applicable surfaces of family developments/buildings constructed

before 1978.

     (j)  Administrative costs.  Administrative costs necessary for

the planning, design, implementation and monitoring of the physical

and management improvements are eligible costs and include the

following:

     (1) Salaries.  The salaries of non-technical and technical IHA

personnel assigned full-time or part-time to modernization are

eligible costs only where the scope and volume of the work are

beyond that which could be reasonably expected to be accomplished

by such personnel in the performance of their non-modernization

duties.  An IHA shall properly apportion to the appropriate program

budget any direct charges for the salaries of assigned full- or

part-time staff (e.g., to the CIAP, CGP or operating budget);

     (2)  Employee benefit contributions.  IHA contributions to

employee benefit plans on behalf of non-technical and technical IHA

personnel are eligible costs in direct proportion to the amount of

salary charged to the CIAP or CGP, as appropriate;

     (3)  Preparation of CIAP or CGP required documents.

     (4)  Resident participation.  Eligible costs include those

associated
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with ensuring the meaningful participation of residents in the

development of the CIAP application or the CGP Annual Submission

and Comprehensive Plan and the implementation and monitoring of the

approved modernization program; and

     (5)  Other administrative costs, such as telephone and

facsimile, as specified by HUD.

     (k)  Audit Costs (for CGP only).  Eligible costs are limited

to the portion of the audit costs that are attributable to the

modernization program.

     (I)  Architectural/engineering and consultant fees.  Eligible

costs include fees for planning, identification of needs, detailed

design work, preparation of construction and bid documents and

other required documents, LBP professional risk assessments and

testing, and inspection of work in progress.

     (m)  Relocation costs.  Eligible costs include relocation and

other assistance for permanent and temporary relocation, as a

direct result of rehabilitation, demolition or acquisition for a

modernization-funded activity, where this assistance is required by

49 CFR part 24 or 24 CFR 950.117.

     (n)  Cost limitations.

     (1)  CIAP costs.

     (i)  Management improvement costs.  Management improvement

costs shall not exceed a percentage of the CIAP funds available to

a Field Office in a particular FFY, as specified by HUD.

     (ii) Planning costs.  Planning costs are costs that are

incurred before HUD approval of the CIAP application and that are

related to developing the CIAP application or carrying out eligible

modernization planning, such as detailed design work, preparation

of solicitations, and LBP professional risk assessment and testing.

Planning costs may be funded as a single work item. If an IHA

incurs planning costs without prior HUD approval, an IHA does so

with the full understanding that the costs may not be reimbursed

upon approval of the CIAP application.  Planning costs shall not

exceed 5 percent of the CIAP funds available to a Field Office in

a particular FFY.

     (2)  CGP Costs.

     (i)  Management improvement costs.  Notwithstanding the full

fungibility of work items, an IHA shall not use more than a total

of 20 percent of its annual grant for management improvement costs

in account 1408, unless specifically approved by HUD.

     (ii) Administrative costs.  Notwithstanding the full

fungibility of work items, an IHA shall not use more than a total

of 10 percent of its annual grant on administrative costs in

account 1410, excluding any costs related to lead-based paint or

asbestos testing (whether conducted by force account employees or

by a contractor), in-house architectural/engineering (A/B) work, or

other special administrative costs required by tribal or State law,

unless specifically approved by HUD.

     (3)  Program benefit.  Where the physical or management

improvement, including administrative cost, will benefit programs

other than Indian housing, such as Section 8 or local

revitalization programs, eligible costs are limited to the amount

directly attributable to the Indian housing program.

     (4)  No duplication.  Any eligible cost for an activity funded

by CIAP or CGP shall not also be funded by any other HUD program.

     (o)  Ineligible costs.  Ineligible costs include:

     (1)  Luxury improvements;

     (2)  Indirect administrative costs (overhead), as defined in

OMB

Circular A- 87;

     (3)  Indian housing operating assistance;

     (4)  Direct provision of social services, through either force

     account

or contract labor, from FFY 1996 and future FFYs funds, unless

otherwise

provided by law; and

     (5)  Other ineligible activities, as specified by HUD.

     (p)  Expanded eligibility for FFY 1995 and prior year

modernization

funds.  The FFY 1995 Rescissions Act expanded the eligible

activities that may be funded with CIAP or CGP assistance provided

from FFY 1995 and prior FFY funds.  Such activities include, but

are not limited to:

     (1)  New construction or acquisition of additional Indian

housing units,
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including replacement units;

     (2)  Modernization activities related to the Indian housing

portion of housing developments held in partnership, or cooperation

with non-Indian housing entities; and

     (3)  Other activities related to Indian housing, including

activities eligible under the Urban Revitalization Demonstration

(HOPE VI)


 950.610 Modernization and energy conservation standards.

     All improvements funded under this part shall:

     (a)  Meet the modernization standards as prescribed by HUD;

     (b)  Incorporate cost-effective energy conservation measures,

identified

in the IHA's most recently updated energy audit, conducted pursuant

to part 950, subpart K;

     (c)  Where changing or installing a new utility system,

conduct a life-cycle cost analysis, reflecting installation and

operating costs; and

     (d)  Provide decent, safe, and sanitary living conditions in

IHA-owned and IHA-operated public housing.


 950.612 Force account.

     (a)  An IHA may undertake the activities using force account

or contract labor, including contracting with an RMC, without prior

HUD approval.

     (b)  If the entirety of modernization activity (including the

planning and architectural design of the rehabilitation) is

administered by the RMC, the IHA shall not retain for any

administrative or other reason, any portion of the modernization

funds provided, unless the IHA and the RMC provide otherwise by

contract.

Sec. 950.614 Initiation of modernization activities.

     After HUD has approved the modernization program and entered

into an ACC amendment with the IHA, an IHA shall undertake the

modernization activities and expenditures set forth in its approved

CIAP budget or CGP Annual Statement/Five-Year Action Plan in a

timely, efficient and economical manner. All approved funding must

be obligated within two years of approval and expended within three

years of approval unless HUD approves a longer time period in the

IHA's implementation schedule, as set forth in the CIAP budget or

CGP Annual Statement.  HUD may approve a longer time period for

such reasons as the large size of the grant or the complexity of

the work.


 950.616 Fund requisitions.

     To draw down modernization funds against the approved CIAP

budget or CGP Annual Statement, as appropriate, an IHA shall comply

with requirements prescribed by HUD.


 950.618 Contracting requirements.

     In addition to the requirements specified in 24 CFR parts 85

and subpart B of this part, the following provisions apply:

     (a) Architect/engineer and other professional services

contracts.  For CIAP only and notwithstanding 24 CFR 85.36(g), an

IHA shall comply with HUD requirements to either:

     (1) Where the proposed contract amount exceeds the HUD-

established threshold, submit the contract for prior HUD approval

before execution or issuance; or

     (2) Where the proposed contract amount does not exceed the

HUD-established threshold, certify that the scope of work is

consistent with the originally approved modernization program, and

that the amount is appropriate and does not result in the total

HUD-approved CIAP budget being exceeded.

     (b) Assurance of completion.  For CIAP and CGP and

notwithstanding 24 CFR 85.36(h), for each construction contract

over $100,000, the contractor shall furnish a bid guarantee from

each bidder equivalent to 5% of the bid price; and one of the

following:

     (1) A performance and payment bond for 100 percent of the

contract price; or
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     (2) Separate performance and payment 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) Construction solicitations.  For CIAP only and

notwithstanding 24 CFR 85.36(g), an IHA shall comply with HUD

requirements to either:

     (1) Where the estimated contract amount exceeds the HUD-

established threshold, submit a complete construction solicitation

for prior HUD approval before issuance; or

     (2) Where the estimated contract amount does not exceed the

HUD-established threshold, certify receipt of the required

architect's/engineer's certification that the construction

documents accurately reflect HUD-approved work and meet the

modernization and energy conservation standards and that the

construction solicitation is complete and includes all mandatory

items.

     (d) Contract awards.

     (1) For CIAP only, an IHA shall obtain HUD approval of the

proposed award of a contract if the contract work is inconsistent

with the originally approved modernization program or if the

procurement meets the criteria set forth in 24 CFR 85.36(g) (2) (i)

through (iv) In all other instances, an IHA shall make the award

without HUD approval after the IHA has certified that:

     (i) The solicitation and award procedures were conducted in

compliance with tribal, State or local laws and Federal

requirements;

     (ii) The award does not meet the criteria in 24 CFR 85.36(g)

(2) (i) through (iv) for prior HUD approval; and

     (iii) The contractor is not on the Lists of Parties Excluded

from Federal Procurement or Nonprocurement Programs.

     (2) For CGP only, an IHA shall obtain HUD approval of the

proposed award of a contract if the procurement meets the criteria

set forth 'in 24 CFR 85.36(g) (2) (i) through (iv)

     (e) Contract modifications.  For CIAP only and notwithstanding

24 CFR 85.36(g), except in an emergency endangering life or

property, an IHA shall comply with HUD requirements to either:

     (1) Where the proposed contract modification exceeds the HUD-

established threshold, submit the proposed modification for prior

HUD approval before issuance; or

     (2) Where the proposed contract modification does not exceed

the HUD-established threshold, certify that the proposed

modification is within the scope of the contract and that any

additional costs are within the total HUD-approved CIAP budget

amount.

     (f) Construction requirements.  Where indicated by poor

performance, an IHA may be retired to submit to HUD periodic

progress reports and, for prior HUD approval, construction

completion documents above a HUD-specified amount. For CGP only, an

IHA is notified of additional construction requirements by a notice

of deficiency or a corrective action order.


 950.620 on-site inspections.

     It is the responsibility of the IHA, not HUD, to provide, by

contract or otherwise, adequate and competent supervisory and

inspection personnel during modernization, whether work is

performed by contract or force account labor, and with or without

the services of an architect/engineer, to assure work quality and

progress.


 950.622 Fiscal closeout.

     (a)  Actual modernization cost certificate (AMCC).  Upon

expenditure by

the IHA of all funds, or termination by HUD of the activities

funded in a modernization program, an IHA shall submit the AMCC, in

a form prescribed by HUD, to HUD for review and approval for audit.

After audit verification, HUD shall approve the AMCC.

     (b) Audit.  The audit shall follow the guidelines prescribed

in 24 CFR part 44, Non-Federal Government Audit Requirements.  If

the pre-audit or post-audit AMCC indicates that there are excess

funds, an IHA shall immediately remit the excess funds as directed

by HUD.  If the pre-audit or
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post-audit AMCC discloses unauthorized or ineligible expenditures,

an IHA shall immediately take such corrective actions as HUD may

direct.

Comprehensive Improvement Assistance Program (For IHAs that Own or

Operate Fewer than 250 Indian Housing Units)


 950.630 Procedures for obtaining approval of a modernization

program.

     (a) HUD notification.  After modernization funds for a

particular FFY become available, HUD shall publish in the Federal

Register a notice of funding availability (NOFA) and the time frame

for submission of the CIAP application, and other pertinent

information.

     (b) IHA consultation with tribal/local officials and

residents/homebuyers.  An IHA shall develop the application in

consultation with tribal and local officials and with residents and

homebuyers, as set forth in 
 950.632.

     (c) IHA application.  An IHA shall submit to HUD an

application, in a form prescribed by HUD.  Where an IHA has not

included all its developments in the CIAP application, HUD may not

consider funding any nonemergency work at excluded developments or

subsequently approve use of leftover funds at excluded

developments.

     (d) Completeness review.  To be eligible for processing, an

application must be physically received by HUD by the time and date

specified in the NOFA. Immediately after the application deadline,

HUD shall perform a completeness review to determine whether the

application is complete, responsive to the NOFA, and acceptable for

technical processing.

     (1) If the application form or any other essential document,

as specified in the NOFA, is missing, the IHA's application will be

considered substantially incomplete and, therefore, ineligible for

further processing. HUD shall immediately notify the IHA in

writing.

     (2) If other required documents, as specified in the NOFA, are

missing or there is a technical mistake, such as no signature on a

submitted form, HUD shall immediately notify the IHA in writing to

submit or correct the deficiency within a specified period of time

from the date of HUD's written notification.  This is not

additional time to substantially revise the application.

Deficiencies that may be corrected at this time are inadvertently

omitted documents or clarifications of previously submitted

material and other changes which are not of such a nature as to

improve the competitive position of the application.

     (3) If an IHA fails to submit or correct the items within the

required time period, the IHA's application will be ineligible for

further processing. HUD shall immediately notify the IHA in writing

after this occurs.

     (4) An IHA may submit an application for Emergency

Modernization whenever needed.

     (e) Eligibility review.

     (1) Eligibility for processing.  To be eligible for processing

each eligible development for which work is proposed must have

reached the Date of Full Availability (DOFA) and be under ACC

amendment at the time of CIAP application submission.

     (2) Eligibility for processing on reduced scope.  When the

following conditions exist, an IHA will be reviewed on a reduced

scope.

     (i) Section 504 compliance.  Where an IHA has not completed

all required structural changes to meet the need for accessible

units, as identified in the IHA's Section 504 needs assessment, the

IHA is eligible for processing only for Emergency Modernization or

physical work needed to meet Section 504 requirements.

     (ii) Lead-based Paint (LBP) testing compliance.  Where an IHA

has not complied with the statutory requirement to complete LBP

testing on all pre-1978 family units, the IHA is eligible for

processing only for Emergency Modernization or work needed to

complete the testing.

     (iii) Fair Housing and Equal Opportunity (FHEO) compliance.

Where an IHA has not complied with any applicable FHEO requirements

set forth in
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 950.115, as evidenced by an enforcement action, finding or

determination, the IHA is eligible for processing only for

Emergency Modernization or for work needed to remedy civil rights

deficiencies -- unless the IHA is implementing a voluntary

compliance agreement or settlement agreement designed to correct

the area(s) of noncompliance.  The enforcement actions, findings,

or determinations that trigger limited eligibility are described in

paragraphs (e) (2) (iii) (A) through (E) of this section:

     (A)  A pending proceeding against the IHA based upon a charge

of discrimination issued under the Fair Housing Act.  A charge of

discrimination is a charge under section 810(g) (2) of the Fair

Housing Act (42 U.S.C. 3610(g) (2)), issued by the Department's

General Counsel or legally authorized designee;

     (B)  A pending civil rights suit against the IHA, referred by

the Department's General Counsel and instituted by the Department

of Justice;

     (C) Outstanding HUD findings of IHA noncompliance with civil

rights statutes and executive orders under 
 950.115, or

implementing regulations, as a result of formal administrative

proceedings;

     (D) A deferral of the processing of applications from the IHA

imposed by HUD under Title VI of the Civil Rights Act of 1964 (42

U.S.C. 2000d-1) and HUD implementing regulations (24 CFR 1.8), the

Attorney General's Guidelines (28 CFR 50.3), and procedures (HUD

Handbook 8040.1), or under Section 504 of the Rehabilitation Act of

1973 (29 U.S.C. 794) and HUD implementing regulations (24 CFR

8.57); or

     (E) An adjudication of a violation under any of the

authorities specified in 
 950.115 in a civil action filed against

the IHA by a private individual.

     (f) Technical processing.  After all CIAP applications are

reviewed for eligibility, HUD shall categorize the eligible IHAs

and their developments into two processing groups: Group 1 for

Emergency Modernization; and Group 2 for Other Modernization.  IHA

developments may be included in both groups and the same

development may be in each group.  However, an IHA is only required

to submit one CIAP application.  Group 1 developments are not

subject to the technical review rating and ranking and the long-

term viability and reasonable cost determination.  Group 2

developments are subject to the technical review rating and ranking

and the long-term viability and reasonable cost determination.

Preference will be given to IHAs which request assistance for

developments that either have conditions that threaten the health

or safety of the residents or have a significant number of vacant,

substandard units, and which have demonstrated a capability of

carrying out the proposed activities.

     (g) Rating on technical review factors.  After categorizing

the eligible IHAs/developments into Group 1 and Group 2, HUD shall

review and rate each Group 2 IHA on each of the following technical

review factors:

     (1) Extent and urgency of need, including need to comply with

statutory, regulatory, or court-ordered deadlines;

     (2) Extent of vacancies, where the vacancies are not due to

insufficient demand;

     (3)  IHA's modernization capability;

     (4)  IHA's management capability;

     (5)  Degree of resident involvement in IHA operations;

     (6)  Degree of IHA activity in resident initiatives, including

resident

management, economic development, and drug elimination efforts;

     (7)  Degree of resident employment;

     (8)  Tribal/local government support for proposed

modernization; and

     (9)  Such additional factors as the Secretary determines

necessary and appropriate.

     (h) Ranking and selection for Joint Review.  After rating all

Group 2 IHAs/developments, the Area ONAP shall then rank each Group

2 IHA based on its total score, list Group 2 IHAs in descending

order, subject to confirmation of need and cost for Joint Review,

and identify for Joint Review selection the highest IHA ranking

applications in Group 2 and other Group 2 IHAs with lower ranking

applications, but with high priority needs, which most reasonably

approximate the amount of modernization which can be funded.
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High priority needs are nonemergency needs, but related to: health

or safety; vacant, substandard units; structural or system

integrity; or compliance with statutory, regulatory, or court-

ordered deadlines.  All Group 1 applications are automatically

selected for Joint Review.

     (i) Joint review.  The purpose of the Joint Review is for HUD

to discuss with an IHA the proposed modernization program, as set

forth in the CIAP application, review long-term viability and cost

reasonableness determinations, and determine the size of the grant,

if any, to be awarded. HUD shall notify each IHA whose application

has been selected for further processing as to whether Joint Review

will be conducted on-site or off-site (e.g., by telephone or in-

office meeting).  An IHA shall prepare for Joint Review by

preparing a draft CIAP budget, and reviewing the other items to be

covered during Joint Review, as prescribed by HUD.  If conducted

on-site, Joint Review may include an inspection of the proposed

physical work.  IHAs not selected for Joint Review will be advised

in writing of the reasons for non-selection.

     (j) Funding decisions.  After all Joint Reviews are completed,

HUD shall adjust the IHAs, developments, and work items to be

funded and the amounts to be awarded, on the basis of information

obtained from Joint Reviews, environmental reviews, and FHEO

review, and make the funding decisions.  An IHA will not be

selected for CIAP funding if there is a duplication of funding.

HUD shall select all bona fide emergencies in Group 1 before

funding group 2 applications.  After funding announcement, HUD

shall request a funded IHA to submit a CIAP budget, including an

implementation schedule, and any other required documents,

including the ACC amendment.  IHAs not selected for funding will be

advised in writing of the reasons for non-selection.

     (k) ACC amendment.  After HUD approval of the CIAP budget, HUD

and the IHA shall enter into an ACC amendment in order for the IHA

to draw down modernization funds.  The ACC amendment shall require

low-income use of the housing for not less than 20 years from the

date of the ACC amendment (subject to sale of home ownership units

in accordance with the terms of the ACC).  The IHA Executive

Director, where authorized by the Board of Commissioners and

permitted by tribal or State law, may sign the ACC amendment on

behalf of the IHA.  HUD has the authority to condition an ACC

amendment (e.g., to require an IHA to hire a modernization

coordinator or contract administrator to administer its

modernization program)

     (1) Declaration of trust.  As HUD may require, an IHA shall

execute and file for record a Declaration of Trust as provided

under the ACC to protect the rights and interests of HUD throughout

the 20-year period during which the IHA is obligated to operate its

developments in accordance with the ACC, the Act, and HUD

regulations and requirements.  A Declaration of Trust is not

required for Mutual Help units.

(Approved by the Office of Management and Budget under control

number 2577-0044.  An agency may not conduct or sponsor, and a

person is not required to respond to, a collection of information

unless the collection displays a valid control number.)

Sec. 950.632 Resident and homebuyer participation.

     An IHA shall establish a Partnership Process, as defined in 


950.102, to develop, implement, and monitor the CIAP.  Before

submission of the CIAP application, an IHA shall consult with the

residents, the resident organization, or the resident management

corporation (see subpart O of this part) (herein referred to as the

resident) of the development(s) being proposed for modernization,

regarding its intent to submit an application and to solicit

resident comments.  An IHA shall give residents a reasonable

opportunity to present their views on the proposed modernization

and alternatives to it and shall give full and serious

consideration to resident recommendations.  An IHA shall respond in

writing to the residents, indicating its acceptance or rejection of

resident recommendations, consistent with HUD requirements and the

IHA's own determination of efficiency, economy, and need. After HUD

approval of the modernization
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program, an IHA shall inform the residents of the approved work

items and its progress during implementation. Where HUD does not

approve the modernization program, an IHA shall so inform the

residents.

Sec. 950.634 Budget revisions.

     (a) An IHA shall not incur any modernization cost in excess of

the total HUD-approved CIAP budget.  An IHA shall submit a budget

revision, in a form prescribed by HUD, if the IHA plans to deviate

from the originally approved modernization program, as it was

competitively funded, by deleting or substantially revising

approved work items or adding new work items that are unrelated to

the originally approved modernization program.

     (b) In addition to the provisions of paragraph (a) of this

section, an IHA shall comply with the following requirements:

     (1) An IHA is not required to obtain prior HUD approval if, in

order to complete the originally approved modernization program,

the IHA needs to delete or revise approved work items or add new

related work items consistent with the original modernization

program.  In such case, an IHA shall certify that the revisions are

necessary to carry out the approved work and do not result in

substantial changes to the competitively funded modernization

program.

     (2) An IHA shall not incur any modernization cost on behalf of

any development that is not covered by the original CIAP

application.

     (3) Where there are funds leftover after completion of the

originally approved modernization program, an IHA may, without

prior HUD approval, use the remaining funds to carry out other

eligible modernization activities at developments covered by the

original CIAP application.

Sec. 950.636 Progress reports.

     For each six-month period ending March 31 and September 30,

until completion of the modernization program or expenditure of all

funds, an IHA shall submit a progress report, in a form prescribed

by HUD, to the HUD Area ONAP.  Where HUD determines that an IHA is

having implementation problems, HUD may require more frequent

reporting.

Sec. 950.638 Time extensions.

          An IHA shall not obligate or expend funds after the

obligation or expenditure deadline date approved by NO in the

original implementation schedule without a time extension, as

follows:

     (a) Certification.  An IHA may extend an obligation or

expenditure deadline date no later than 30 calendar days after the

existing deadline date, without prior NO approval, for a time

period commensurate with the delay, where the IHA certifies that

the delay is due to reasons outside the IHA's control, such as:

     (1) Need to use leftover funds from a completed modernization

program for additional work;

     (2) Unforeseen delays in contracting or contract

administration;

     (3) Litigation; and

     (4) Delay by HUD or other institutions.  Delay by the IHA's

staff or Board of Commissioners or a change in the Executive

Director is not considered to be outside of the IHA's control.

     (b) Prior HUD approval.  Where an IHA is unable to meet an

obligation or expenditure deadline date and the delay is not due to

reasons within the IHA's control, the IHA must request HUD approval

of a time extension no later than 30 calendar days after the

deadline date, to avoid recapture of funds. The request shall

include an explanation of the delay, the steps taken to prevent

future delay, and the requested extension.

Sec. 950.640 HUD review of IHA Performance.

     HUD shall periodically review IHA performance in carrying out

its approved modernization program to determine compliance with HUD

requirements, the quality of an IHA's inspections as evidenced by

the quality of work, and the timeliness of the work.  HUD's review

may be conducted either in-office
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or on-site.  Where conducted in-office, an IHA shall forward any

requested documents to HUD for post-review.  Where deficiencies are

noted, an IHA shall take such corrective actions as HUD may direct.

                                APPENDIX 3

APPENDIX 3 CONTAINS FORM HUD-52822, CIAP APPLICATION.

                                APPENDIX 4

APPENDIX 4 CONTAINS FORM HUD-50071, CERTIFICATION FOR CONTRACTS,

GRANTS, LOANS AND COOPERATIVE AGREEMENTS.

                                APPENDIX 5

APPENDIX 5 CONTAINS STANDARD FORM-LLL, DISCLOSURE FOR LOBBYING

ACTIVITIES AND INSTRUCTIONS.

                                APPENDIX 6

APPENDIX 6 CONTAINS FORM HUD-2880, APPLICANT/RECIPIENT

DISCLOSURE/UPDATE REPORT.

                                APPENDIX 7. ENVIRONMENTAL REVIEW

Each development for which funds are being approved must have a

current environmental review completed and on file. To expedite the

review process, the Field Office is encouraged to use existing

environmental reviews where developments have been funded in prior

years and update them as necessary. The following guidance is

provided to assist the Field Office in completing the environmental

reviews in a timely fashion for areas where it has shown to be

time-consuming:

1.   Historic Preservation. Before taking any action with the State

     Historic Preservation Office (SHPO), the Field Office shall

     make a determination of applicability for each development:

     a.   If the work being funded is limited to internal repairs

          or in-kind repairs and the building is not listed on the

          National Register of Historic Places, historic

          preservation under the 106 process is not generally

          required. In some cases, interior work may be applicable

          (e.g., antebellum staircases). The 106 process is

          required where external repairs or improvements are

          contemplated.

     b.   Where exterior improvements are contemplated and the 106

          process has been completed within the past five years and

          a determination was made previously that the building is

          not an historic structure and that there are no historic

          structures in the area, the Field Office shall simply

          notify the SHPO of the location of the development, 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 written objection within 10

          working days.

     c.   If a previous review revealed historic properties in the

          area, or if the development itself is historic, the Field

          Office shall determine if the proposed activities will

          have an effect on the historic property. Where the Field

          Office has determined that there is no effect, the Field

          Office shall notify the SHPO in writing of the

          determination. If the SHPO does not object within 15

          working days, the Field Office may proceed to grant

          approval.

     d.   If the Field Office determines that there is an effect,

          and or an adverse effect, additional requirements and

          time may be necessary to determine compliance with 24 CFR

          Part 50. In such case, the Field Office shall proceed

          with further processing, including fund reservation,

                    subject to the following restriction: the

                                APPENDIX 7. ENVIRONMENTAL REVIEW

          HA may not obligate funds for the activity or activities

          in question until the Field Office has complied with all

          requirements of 24 CFR Part 50. At that time, the Field

          Office shall notify the HA in writing that HUD has

          complied.

     e.   If no previous 106 review has been conducted on the

          development and the activities proposed are subject to

          the 106 process, the Field Office shall proceed to follow

          the 106 process.

2.   Floodplain Management. Compliance with E.O. 11988 and 24 CFR

     Part 55, which is applicable to new construction, substantial

     improvements, and landscaping and grading activities, requires

     the completion of the "eight-step process" outlined in 24 CFR

     Part 55. However, if a previous review has been conducted, the

     Field Office may reference the previous review and the

     consistency of the activity with the previous review. The

     Field Office shall amend this review as necessary (e.g.,

     changes made in the last year to the floodplain maps for this

     development area).  If no previous review exists, the eight-

     step process must be completed, unless a letter of map

     amendment or a letter of map revision excluding the site is

     obtained from the Federal Emergency Management Administration.
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APPENDIX 9 CONTAINS FORM HUD-50070, CERTIFICATION FOR A DRUG-FREE

WORKPLACE.
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APPENDIX 10 CONTAINS FORM HUD-52820, HA BOARD RESOLUTION APPROVING

CIAP BUDGET.
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APPENDIX 11 CONTAINS FORM HUD-53009, COMPREHENSIVE IMPROVEMENT

ASSISTANCE PROGRAM (CIAP) AMENDMENT.
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