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AGENCY: Department of Housing 
and Urban Development. 

ACTION: Proposed rule. 

SUMMARY: This notice sets forth 
proposed amendments to the regula¬ 
tions for the HUD Indian Housing 
Program under the United States 
Housing Act of 1937. The amendments 
would include changes in the proce¬ 
dures for development of the housing, 
changes in the procedure for providing 
Indian enterprise preference in IHA 
contracting, and for Mutual Help 
housing, changes in the computation 
of required homebuyer payments and 
a provision for payment of needed op¬ 
erating subsidy. 

DATE: Comments are due on or before 
February 12, 1979. 

ADDRESS: Comments should be filed 
with the Rules Docket Clerk, Office of 
General Counsel, Room 5218, Depart¬ 
ment of Housing and Urban Develop¬ 
ment. 451-7th Street, SW., Washing¬ 
ton, D.C. 20410, (202) 755-7603 (this is 
not a toll-free number). 

Each person submitting a comment 
should include name and address and 
refer to the document by the docu¬ 
ment name indicated in the heading 
and give reasons for any recommenda¬ 
tion. Copies of all written comments 
received will be available for examina¬ 
tion by interested persons in the office 
of the Rules Docket Clerk at the ad¬ 
dress listed above. 

FOR FURTHER INFORMATION 
CONTACT: 

Thomas Sherman, Office of Assisted 
Housing, Department of Housing 
and Urban Development, Washing¬ 
ton, D.C. 20410,(202) 755-5658 (this 
is not a toll-free number). 

SUPPLEMENTARY INFORMATION: 
Comprehensive regulations for the 
Indian Housing Program became ef¬ 
fective on March 9, 1976. At that time 
it was anticipated that amendments 
would probably be required on the 
basis of experience under the pub¬ 
lished regulations. The present 
amendments provide for important 
changes in the preseht regulations, re¬ 
flecting the concerns of Indian Hous¬ 
ing Authorities and of HUD during 
the period the regulations have been 
in effect. These changes can be accom- 
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plished under present statutory au¬ 
thority. The Department recognizes 
that more extensive changes, requir¬ 
ing new legislation, may be needed in 
order to realize a more comprehensive 
solution to the problems of the pro¬ 
gram. 

The changes w'hich are now pro¬ 
posed for public comment are already 
the result of an extensive series of 
consultations with IHAs and other 
concerned Indian organizations, since 
early 1977. Successive working drafts 
of the amendments were simulta¬ 
neously circulated to these groups and 
to HUD Field Staff. Numerous com¬ 
ments form HUD and non-HUD 
sources were received on successive 
rounds of the amendments, and have 
been carefully considered. 

The following is a summary of the 
specified proposed amendments: 

Production Method—Modified 
Turnkey 

1. Section 805.203(a) now provides 
that the IHA’s application for a Proj¬ 
ect shall state which production 
method it prefers to use and that the 
IHA shall provide a justification for 
its chosen method. Under this system, 
some IHA’s have been using the Turn¬ 
key method, while others have been 
using the Conventional method. Sec¬ 
tion 805.203(a) is continued without 
change. It has been determined, how¬ 
ever, that a modified form of the 
Turnkey method should be established 
in order to provide a more expeditious 
and less costly method and to take ac¬ 
count of certain complaints by IHA’s 
that under the present Turnkey 
method they do not have sufficient 
control of the design. 

Accordingly, § 805.203 would be 
amended to set forth a modified form 
of the Turnkey method which re¬ 
sponds to the tw'o objections metioned 
above and combines the best feattires 
of both production methods. The 
modified form of Turnkey includes the 
following basic provisions. 

(A) Before advertising for Turnkey 
Proposals, (1) the sites shall have been 
selected, (2) HUD shall have approved 
drawings and specifications for the 
housing in sufficient detail to enable a 
developer to quote a firm price and to 
assure the quality of the design and 
construction, and (3) on the basis of 
the.se drawings and specifications, 
HUD shall have approved an estimate 
of the Total Development Cost and 
separate estimates of the cost of 
Dwelling Construction and Equipment 
Cost (DC&E Cost) and of the maxi¬ 
mum total construction contract price 
which it has determined to be reason¬ 
able and within applicable limitations. 

(B) The invitation for Turnkey Pro¬ 
posals shall be based on a Developer’s 
Packet W'hich includes a description of 

the sites and the detailed drawings 
and specifications. 

(C) Accordingly, each developer will 
be required to quote a firm price. 
After the developer has been selected, 
and the ACC executed, the Contract 
of Sale will be executed. 

(D) Finally, whatever the production 
method used, the IHA shall provide 
(and sufficient development funds will 
be provided for this purpose) regular 
inspections by a qualified inspector 
sufficient to assure compliance with 
the approved drawings and specifica¬ 
tions and the quality of the completed 
housing. (See comment 41.) 

Prohibition on Bonding for Turnkey 

2. The regulations would provide, for 
both the standard and the modified 
Turnkey Method, that the developer 
may not be required to post a bond for 
performance or payment (§805,203(b) 
and (c)). 

Production Method—Force Account 

3. In response to comments, 
§ 805.203(f)(3) would authorize the 
field offices to approve the u,sc of 
Force Account for repairs and reha¬ 
bilitation of acquired housing, correc¬ 
tion of deficiencies, or completion 
after default by the original contrac¬ 
tor, For new construction, however. 
§ 805.203(d)(2) would permit the use of 
Force Account only with the approval 
of the A.ssistant Secretary for Hous¬ 
ing, and only if the tribe agrees in 
WTiting to cover any excess costs. The 
tribe would have to demonstrate that 
it has the financial resources to meet 
this commitment up to a specified 
amount. 

In all cases where an IHA requests 
authority to use the Force Account 
method, it would have to provide the 
justification and demonstrate that it 
has the capability to achieve timely 
completion of the work within the 
Total Development Cost and with the 
additional assurances provided by the 
tribe. 

Public Advertisement for 
Competitive Proposals 

4. A number of comments requested 
authority to enter into construction 
contracts on a negotiated basis. It has 
been determined that the arguments 
given are insufficient to outweigh the 
public interest in providing public op¬ 
portunity for competitive bidding. Ac¬ 
cordingly, § 805.203(g), provides that 
contracts for development of a Project 
may be awarded, whether to Indian 
Enterprises or to others, only after 
public advertisement for competitive 
proposals. 

5. Difficulties have arisen in the past 
W'here the lowest bid or proposal could 
not be accepted because it was above 
the amount budgeted for the contract, 
or because the amount allocable to 
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DC&E Cost was in excess of the appli¬ 
cable Prototype Cost limit. These dif¬ 
ficulties arose because there was noth¬ 
ing in the advertisement or in the in¬ 
formation made available to the pros¬ 
pective contractors to apprise them of 
any such limitations. Accordingly, 
§ 805.203(g) would provide that the ad¬ 
vertisement for proposals shall inform 
all prospective contractors of the 
amount of the applicable Prototype 
Cost limit and of the maximum total 
contract price which has been deter¬ 
mined to be reasonable. 

Indian Preference in Contracting 

6. Section 805.106(a) would be 
amended to clarify the meaning of 
“Indian Organizations and Indian- 
owned Economic Enterprises,” the 
class of businesses entitled to contract¬ 
ing preference under Section 7(b) of 
the Indian Self-Determination and 
Education Assistance Act. This class 
includes both an “economic enter¬ 
prise” as defined in Section 3(e) of the 
Indian Financing Act of 1974, and a 
“tribal organization” as defined in Sec¬ 
tion 4(c) of the Indian Self-Determina¬ 
tion and Education Assistance Act. 
The regulations now incorporate only 
the Indian Financing Act definition of 
an “economic enterprise,” and would 
be amended to add the statutory defi¬ 
nition of “tribal enterprise.” 

7. Since it has been determined to 
exempt programs subject to Section 
7(b) from the conflicting requirements 
under Section 3 of the HUD Act of 
1968, Section 3 requirements would be 
deleted from § 805.106. 

8. Experience has shown that public 
advertisement for bids or proposals ad¬ 
dressed to all types of contractors, 
with a provision that the bid of an 
Indian Enterprise shall be preferred if 
its price is within 110 percent of the 
otherwise low bid, is not workable. 
Generally, non-Indian contractors are 
reluctant or unwilling to participate in 
such bidding. In addition, troublesome 
questions have arisen as to how the 10 
percent price preference can be recon¬ 
ciled with Prototype Cost limits and 
reasonable contract cost determina¬ 
tions. This experience indicates that 
the most practicable and effective 
method of providing preference to 
Indian Enterprise is to issue an adver¬ 
tisement for proposals limited to 
Indian Enterprises. 

Accordingly, § 805.204 would be re¬ 
vised to incorporate this with HUD ap¬ 
proval as an optional method of pro¬ 
viding preference to Indian Enter¬ 
prises. When this method is used,, the 
amended § 805.204 would also specifi¬ 
cally authorize the IHA, with HUD ap¬ 
proval, to publish a prior invitation for 
Indian Enterprises to submit a State¬ 
ment of Intent to respond to an adver¬ 
tisement for proposals when published 
and to furnish evidence to establish 
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their qualifications in accordance with 
§ 805.204(a)(4). 

9. Where a contractor seelu to quali¬ 
fy for award of a contract under the 
new preference provisions, the con¬ 
tractor’s eligibility for preference 
must be approved by HUD 
(§ 805.204(a)(4)). This section would 
state the nature of the submission by 
any prospective contractor seeking to 
qualify for the preference. The con¬ 
tractor would be required to submit 
evidence showing fully the extent of 
Indian ownership and interest, and 
evidence of structure, management 
and financing affecting the Indian 
character of the enterprise. 

10. Section 805.204(d) would provide 
that for all construction contracts, the 
information for prospective contrac¬ 
tors shall set forth all Indian prefer¬ 
ence requirements affecting award of 
or to be included in the terms of the 
Contract. 

IHA Commissioners 

11. A new § 805.110(b) would be 
added to provide that a member of the 
Board of Commissioners shall not be 
eligible for employment by the IHA 
except under unusual circumstances 
and with the approval of HUD. While 
some comments suggested allowing 
employment of a Board member in the 
position of Executive Director, it was 
the consensus of the comments that 
the role of Commissioner was basically 
incompatible with concurrent employ¬ 
ment by the IHA in any capacity and 
that exceptions should be allowed only 
for the most compelling reasons. 

12. There were several recommenda¬ 
tions from IHAs and Indian groups 
that IHA Commissioners be compen¬ 
sated for losses in income incurred by 
reason of attendance at board meet¬ 
ings and that such compensation be 
funded by additional operating subsi¬ 
dy from HUD. Either a flat rate of 
compensation would have to be estab¬ 
lished which would be paid to Com¬ 
missioners regardless of the varying 
amounts of lost income or HUD would 
have to become involved in calcula¬ 
tions of individual losses of income. 

The present policy is in line with 
that which prevails in the public hous¬ 
ing program generally, and it is felt 
that this issue, as well as other operat¬ 
ing policy issues, should be deferred 
until consideration has been given to 
the recommendations of the Counsel¬ 
or to the Secretary under which in¬ 
creased responsibility for operations 
and for maintaining the financial sta¬ 
bility of the projects without HUD op¬ 
erating subsidy would be placed on the 
tribal governments and their IHAs. 
For these reasons, no amendment on 
the issue of compenastion for Commis¬ 
sioners is proposed. 
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Allocation of Contract Authority 

13. A proposal to amend § 805.205 to 
provide that HUD will allocate con¬ 
tract authority for Indian housing in 
accordance with need and administra¬ 
tive capability of the IHA was rejected 
based upon negative comments. 

Compliance with Section 213 and 
OMB Circular A-95 

14. Section 805.206 would be amend¬ 
ed to provide that the application 
shall designate at least the general lo¬ 
cations of the proposed housing as 
needed to permit the commencement 
of the Section 213 local review process. 
To expedite processing for Section 213 
purposes, the application may be ac¬ 
companied by comments on the appli¬ 
cation by the Chief Executive Officer 
on behalf of the local government. Ap¬ 
propriate provisions of OMB Circular 
A-95 are quoted. Section 805.217(a) 
would be revised to eliminate a de¬ 
scription of procedural requirements 
under A-95, and to provide only that 
tentative site approval shall not be 
given until the requirements for com¬ 
pliance with Section 213 and with A- 
95 (where applicable) have been met. 

Program Reservation and 
Development Program 

15. The definition (in §805.102) of 
the term “Program Reservation” has 
been modified to indicate that the ob¬ 
ligation of contract and budget au¬ 
thority will be made at the program 
reservation stage and that the number 
of units which may be approved for 
ACC will be the number of units in 
the Program Reservation or such 
lesser number as is consistent with the 
reser\’ed amount of contract and 
budget authority. 

16. Section 805.206(b)(4) would re¬ 
quire submission of an approvable De¬ 
velopment Program within one year 
from issuance of the Program Reser¬ 
vation. 

17. Section 805.208 would be sub¬ 
stantially expanded to provide a mech¬ 
anism for an ongoing process of co¬ 
ordination and cooperation by HUD, 
the IHA, the tribe and other con¬ 
cerned agencies during the develop¬ 
ment period. The amendments would 
require institution of the coordination 
process as soon as sites are identified. 
By concurring in tentative site approv¬ 
al, each party would be committed to 
providing any agreed funding or other 
assistance. 

Section 805.208 would also provide 
for periodic consultations beteen the 
tribe, as well as IHA, HUD and other 
concerned federal agencies, on the 
progress of project development, at 
which times the parties would agree 
on necessary action on problems de¬ 
laying the project development. 
Before the end of the one-year period. 
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the parties would recommend to HUD 
whether to extend the one-year limit 
or cancel the Program Reservation. 

Preliminary Loans 

18. The provisions for preliminary 
loan funding (§805.209) would be com¬ 
prehensively revi.sed. Because the 
amount of preliminary loan previously 
authorized ($500 per unit, $1,000 in 
Alaska) has often been insufficient, 
the amendments would allow a higher 
and more flexible limitation for pre¬ 
liminary surveys and planning. The 
new limitation is 3 percent of estimat¬ 
ed Total Development Cost ($1,500 in 
the case of a $50,000 TDC). In addi¬ 
tion, the HUD field office could under 
certain specified conditions approve 
preliminary loan funding for purposes 
other than preliminary surveys and 
planning, or for more than 3 percent. 

19. While increasing the amounts of 
preliminary loan, the regulations 
would also establish limitations on the 
availability and use of the funds. The 
regulations would clarify that prelimi¬ 
nary loan funds are only available for 
purposes and in amounts that can be 
included in a Development Cost 
Budget (§ 805.209(c)). In order to es¬ 
tablish tighter controls over the use of 
the funds, the IHA w'ould be required 
to to adopt, and submit for HUD ap¬ 
proval. a budget for use of the loan 
funds (§ 805.209(d)). Finally, since ade¬ 
quate preliminary loan funding is now 
to be provided, the amendments would 
explicitly prohibit an IHA from the 
use of funds from other projects to 
cover the pre-ACC expenses 
(§ 805.209(e)). 

Capability of Contractor 

20. A new § 805.211(c) W'ould provide 
that the IHA may not award a con¬ 
struction contract until the prospec¬ 
tive contractor has demonstrated that 
he has the technical, administrative 
and financial capability to perform 
the contract work within the time pro¬ 
vided under the contract. 

Design of the Housing 

21. Section 805.212(a) sets forth a re¬ 
vised statement of the basic design 
standards. In the interests of clarity, 
all the relevant standards are brought 
together in one paragraph. In addi¬ 
tion. the revision states that the HUD 
Minimum Property Standards shall be 
taken into account, but shall not be 
controlling. This will eliminate the 
need for specific exceptions or waivers 
where deviations from the MPS are 
considered desirable or appropriate. 

22. Section 805.212(b) is a new provi¬ 
sion which sets forth the procedure 
for obtaining HUD approval of a 
design preliminary to preparation of a 
Developer’s Packet and advertisement 
for proposals. Under this procedure, 
the IHA shall prepare and submit to 

HUD a basic outline for a minimum 
acceptable house for its jurisdictional 
area and attendant w’ater supply and 
waste disposal facilities. This shall be 
done after consultation with the fami¬ 
lies to be housed. HUD shall approve a 
basic outline of the housing and facili¬ 
ties which, as determined by HUD. can 
be constructed within the applicable 
Prototype Cost limit and at a reason- 
ble total contract price, and within an 
acceptable Total Development Cost. 
These amounts shall be stated in 
HUD’S approval of the basic outline 
and. as stated earlier, the prototype 
cost limit and the maximum total con¬ 
tract price which has been determined 
to be reasonable shall be included in 
the advertisement for proposals. Fol¬ 
lowing HUD approval of the basic out¬ 
line, the IHA shall prepare the draw¬ 
ings and specifications needed for the 
advertisement for proposals and shall 
submit these, together with the re¬ 
mainder of the information for pros¬ 
pective contractors, to HUD for its ap¬ 
proval. 

Co.st IjImits—New Construction or 
Acquisition 

23. Section 805.213 W'hich provides 
procedures for special prototype cost 
determinations for this program, 
would be amended to clarify that 
these provisions apply only to separate 
Indian prototype cost areas. 

24. The statement of the special fac¬ 
tors to be considered in establishing 
prototype costs for separate Indian 
areas (now § 805.213(b)U)) would be 
modified by adding a sentence requir¬ 
ing that prototype costs shall provide 
for features, appropriate for the area, 
designed to conserve energy, lower 
utility costs, or utilize indigenous 
energy sources. 

25. Section 805.213(b)(2). a new pro¬ 
vision, states that a copy of the proto¬ 
type design on which a published pro¬ 
totype cost is based shall be supplied 
to the IHA for its guidance in prepar¬ 
ing the basic house design to be sub¬ 
mitted to HUD for approval. 

26. Section 805.212(c) deals with re¬ 
visions of prototype cost, in the con¬ 
text of the procedure w'hich calls for 
the submission by the IHA to HUD of 
a basic outline of the housing and 
facilities it desires to have built. This 
section states that if the IHA finds 
that a proposed housing design cannot 
be built within 110 percent of the ex¬ 
isting prototype cost because construc¬ 
tion costs have increased (but not be¬ 
cause the design has more expensive 
features than the prototype design) 
the IHA shall so state and request a 
revision of the prototype cost. This re¬ 
quest shall be accompanied by evi¬ 
dence of the cost increase. HUD shall 
agree to revise the prototype cost only 
if (1) it determines that the evidence 
of cost increases supports the request 

and (2) the design cannot be modified 
to reduce the cost sufficiently. 

27. Section 805.2l4d(b) would be 
amended to clarify that the prototype 
cost limit applies only to new' construc¬ 
tion, and to provide that wiiere a Proj¬ 
ect is developed under the Acquisition 
method Development Cost shall not 
exceed 90 percent of the imputed De¬ 
velopment Cost of a comparable hypo¬ 
thetical new construction project (or 
an appropriately low'er percentage if 
the projected useful life of the acquisi¬ 
tion project is less than the ACC 
term). 

28. Many comments addressed the 
delay in the publication of the annual 
updates and interim revisions of proto¬ 
type costs. The Department is review¬ 
ing actions it might take to alleviate 
this problem by expediting the present 
process or by delegating authority to 
field offices subject to total develop¬ 
ment cost ceilings.' Comments from 
the public are specifically invited on 
this point. 

Provisions Relating to Development 
Cost 

29. At the request of the BIA, 
§ 805.214(c) would be amended to pro¬ 
vide that where BIA is to assume re¬ 
sponsibility for maintenance of streets 
after the housing development is com¬ 
pleted, BIA must be given the oppor¬ 
tunity to review the design and to in¬ 
spect the construction of the streets. 

30. Section 805.214(e) presently pro¬ 
vides that connections to utility distri¬ 
bution systems may be included in De¬ 
velopment Cost. In view of questions 
and comments relating to the meaning 
of the w'ord connections and whether 
costs of extensions to distribution sys¬ 
tems may be included, the paragraph 
has been revised to change the word 
connections to hookups and to provide 
that w’here reasonably short exten¬ 
sions are needed to make the utility 
distribution system available to the 
site, such costs may be included in the 
Development Cost if the costs can be 
justified on the basis of net savings in 
the Development Cost or long-term 
savings based upon utility analysis. 

31. Section 805.214(e) now provides 
that costs of facilities to be provided 
by other than HUD shall not be in¬ 
cluded in Development Cost. This 
paragraph has been revised to state 
that such co.sts may not be included 
unless such costs are offset by other 
parties assuming costs that would oth¬ 
erwise be included in Development 
Cost. 

Tenant Counseling 

32. A new paragraph. §805.214(i). 
has been added to provide for the 
costs of a HUD-approved counseling 
program (up to $500 per dwelling unit) 
in Development Costs for tenants of a 
Rental Project, Previously such coun- 
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seling programs were allowable only 
for Mutual-Help projects.' 

Site Seixction and Approval 

33. Section 805.216(b) is being 
amended to specify that a site may not 
be approved unless, in addition to as¬ 
surances of access roads in time for 
initial occupancy of a proposed proj¬ 
ect, there are assurances that there 
will be access to the site in time for 
construction purposes. 

34. Section 805.216(e) would be 
amended to specify that IHAs may 
only use sites for which the costs of 
surveys and planning, including test 
borings and drillings, are expected to 
be reasonable. A new § 805.216(g)(5) 
would state that final site approval 
will not be given unless HUD deter¬ 
mines there is not an unreasonable 
riak of natural hazard. 

35. Section 805.217(b) would be 
Amended to include an exception per¬ 
mitting execution of an ACC before 
final site approval on donated sites or 
contributed sites for which the MH 
Contribution credit is $750 or less per 
site under the following conditions: 

a. All projects have tentative site ap¬ 
proval before ACC; 

b. At least 50 percent of the sites 
have final site approval before ACC; 

c. It is shown to the satisfaction of 
HUD that the balance of the sites will 
probably meet the requirements for 
final site approval no later than one 
year from execution of the Construc¬ 
tion Contract; and 

d. The Construction Contract shall 
provide that is all sites, finally ap¬ 
proved and with executed leases, have 
not been delivered by the IHA to the 
contractor within one year from ex¬ 
ecution of the Construction Contract 
(or HUD-approved extension), the 
Construction Contract shall be re¬ 
duced by the amount attributable to 
the units to be developed on the unde¬ 
livered sites. 

36. Section 805.217(c) would prohibit 
the acquisition of a site until after (1) 
final site approval and any necessary 
approvals from IHS and BIA and (2) 
execution of the ACC, unless HUD au¬ 
thorizes advance acquisition. 

Appraisals 

37. In response to field recommenda¬ 
tions, the dollar amount below which 
an appraisal is not required is raised 
from $500 to $750 (§ 805.219(a)). 

38. Section 805.219(b) would be 
amended to eliminate the provision 
that HUD or BIA appraisals shall not 
be requested until receipt of a HUD 
notification that a sufficient number 
of sites have been approved to permit 
the project to proceed. It is intended 
to facilitate and encourage the submis¬ 
sion of requests for site appraisals for 
particular sites, or batches of sites, at 

the earliest possible date, to avoid 
delays in project development. 

39. Section 805.219(c)(4) provides 
that the valuation of a leasehold inter¬ 
est on trust land may not exceed % of 
the value of the land as if alienable in 
fee. This limitation would be retained, 
but the regulation would be amended 
to provide that the % limitation may 
be exceeded with approval of the As¬ 
sistant Secretary for Housing in excep¬ 
tional cases where no other suitable 
sites are available. 

Financial Feasibility—Rental 
Projects 

40. An amendment of § 805.220 to 
state in detail the process by which fi¬ 
nancial feasibility of a rental project 
shall be determined has been eliminat¬ 
ed based upon comments that it was 
difficult to understand. Therefore, the 
section remains unchanged and the fi¬ 
nancial feasibility test is referenced to 
the test applicable to projects subject 
to the Performance Funding System 
(24 CFR 890.101 et. seq.) for providing 
operating subsidy. Operating subsidy 
for these projects is now provided 
under PFS. 

JWsPBrriONs 

41. Section 805.221(a) has been ex¬ 
panded to make it clear that whatever 
the production method used, inspec¬ 
tions during construction must be per¬ 
formed with such frequency and under 
such procedures as will assure comple¬ 
tion of quality housing in accordance 
with the contract. 

42. Section 805.221(c) would provide 
that the homebuyer must be given a 
copy of the report on the final inspec¬ 
tion w hen the home is completed. 

ACC Amendments 

43 A new § 805.223(b) would provide 
explicitly that the Development Pro¬ 
gram and ACC may be amended to 
provide amounts needed to correct de¬ 
ficiencies in design, construction or 
equipment and resulting damages, 
where it is not possible to obtain 
timely correction by the responsible 
parties. 

44. In the case of a MH home, the 
additional development cost for such 
work will not result in an increase in 
the homebuyer's purchase price. How¬ 
ever, before approving work on a MH 
home for correction of deficiencies, 
the field office may review the home- 
buyer’s compliance with the MHO 
Agreement and may require the IHA 
to reach an agreement with the home- 
buyer for the correction of significant 
non-compliances. 

Admission Policies 

45. The existing regulation permits 
IHAs to set maximum income limits 
for eligibility at the maximum permit¬ 

ted under the Act, which limits par¬ 
ticipants to families who cannot afford 
to pay enough to cause private enter¬ 
prise to build an adequate supply of 
decent, safe and sanitary dwellings for 
their use. It was anticipated that 
under permissible income limits, fami¬ 
lies of relatively higher incomes who 
could not obtain decent housing be¬ 
cause of the near impossibility of ob¬ 
taining private financing on trust or 
restricted land would be able to par¬ 
ticipate in the program and the exist¬ 
ing regulation specifically states that 
“HUD shall approve the IHA’s sched¬ 
ules of maximum income limits unless 
It finds that the IHA’s determination 
of such limits is arbitrary or capri¬ 
cious.” - 

Evidence has been received that 
higher income limits in some cases are 
not being approved. Therefore, the 
provision would be revised (a) to stale 
that IHAs in submitting higher 
income limits to HUD for approval 
may furnish a certification that pri¬ 
vate (conventional, FHA or VA) or 
Farmers Home Administration financ¬ 
ing is not available to the prospective 
tenants or homebuyers along with 
such other supporting evidence as the 
IHAs deem advisable and (b) to elimi¬ 
nate the "arbitrary and capricious” 
language and provide a new standard 
for HUD field offices in acting up on 
an IHA’s request. The new standard is 
that HUD shall not disapprove such 
income limits on the ground of their 
being too high unless it finds that the 
IHA certification is incorrect. 

46. The regulations now require 
(§805.302(b)(2)(i)) the adoption by an 
IHA of admission policies for Rental, 
MH and Turnkey III Projects designed 
to achieve occupancy by families with 
a “broad range of incomes and rent¬ 
paying ability which is generally rep¬ 
resentative of the range of incomes of 
low-income Indian families in the 
area.” These provisions would be 
amended to change the standard of 
reference to “range of income of low- 
income Indian families in the area, as 
determined by HUD. who would be 
qualified for admission to the type of 
project (Rental or Mutual-Help).” 
Thus, in the case of a Mutual-Help 
project, the relevant area population 
would consist of only those families 
who would be income-eligible for a 
Mutual-Help project, taking into ac¬ 
count the obligation to pay as a mini¬ 
mum the amount of the Administra¬ 
tion Charge and to provide mainte¬ 
nance and utilities. A similar amend¬ 
ment would be made in 
§ 805.302(b)(2)(iv) in connection with 
the requirement for at least 20 percent 
occupancy of an MH project by those 
of very low income. 
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MAIWTKWAIfCB AlfD IMPROVEMENTS 

47. Section 805.306(d) presently 
states, with respect to IHA honieown- 
ership projects, that the IHA is re¬ 
sponsible to HUD for assuring that 
the housing is being kept in decent, 
.safe and sanitary condition. In re- 
spon.se to concern that this does not 
sufficiently express the responsibility 
of the IHA. bearing in mind that the 
obligation to provide the maintenance 
is on the homebuyer, this section 
would be amended to provide that the 
IHA has the overall responsibility for 
a.ssuring that the home and grounds 
are maintained in a manner that will 
pre.serv'e their condition, normal wear 
and depreciation excepted. A provision 
would also be added requiring the IHA 
to conduct a complete interior and ex¬ 
terior examination of each home at 
least once a year, and to take appro¬ 
priate remedial action, including .steps 
to assure performance of the home- 
buyer’s obligations. 

48. A new provision which would 
have required that any improvements 
to rental. Turnkey III or MH units 
must be performed under HUD-ap- 
proved plans and specifications, even 
if financed by non-project funds, and 
has not been included because minor 
improvements by homebuyers would 
be delayed and excessive paperwork 
and administrative time would be re¬ 
quired. 

Operating Sobsidy po« Mutual-Help 
Projbcts 

49. Some comments requested the 
payment of operating subsidies to 
assist homebuyers in paying the Ad¬ 
ministration Charge and utilities and 
in maintaining the homes, since the 
costs of these items have increased 
faster than the incomes of homebuyer 
families. It is felt that this issue, as 
well as other operating policy issues, 
should be deferred until consideration 
has been given to the recommenda¬ 
tions of the Counselor to the Secre¬ 
tary under which increased responsi¬ 
bility for operations and for maintain¬ 
ing the financial stability of projects 
without HUD operating subsidy would 
be placed on the tribal governments 
and their IHAs. However, to provide 
for the immediate need for operating 
subsidy for items for which the home- 
buyer is not responsible, a new Section 
805.311 would be added. In addition to 
the use of operating subsidy to pay for 
Independent Public Accountant 
Audits, operating subsidy could be au¬ 
thorized to pay for the following: 

a. Administration Charges for 
vacant units where the IHA is making 
all reasonable efforts to fill the vacan¬ 
cies. 

b. Collection losses due to delinquen¬ 
cies of homebuyers who have vacated 
their homes, and the costs of repairs 
to the vacant homes. 

c. Costs of homebuyer coun-seling 
not funded under the Development 
Cost Budget, and training of staff and 
Commissioners. 

d. Costs resulting from other unusu¬ 
al circumstances determined by HUD 
as jiLstifying payment of operating 
subsidy. 

Under the "unusual circunLstances” 
provision, it is Uie intent that operat¬ 
ing subsidy presently being paid for 
existing projects will be continued to 
the extent otherwise justified. Howev¬ 
er, it is also anticipated that each IHA 
will update the amount of the Admin¬ 
istration Charge in accordance with its 
Operating Budget. 

50. Many comments pointed out that 
although the Development Cost Budg¬ 
ets for projects developed under the 
new Regulation may include an 
amount of $500 per unit for home- 
buyer counseling, there is no source of 
funds for homebuyer counseling with 
respect to the occupants of the older 
Mutual-Help projects, or for training 
of IHA staff and Commi.ssioners. 
Moreover, these are ongoing needs for 
which “one-shot” funding from devel¬ 
opment cost is not in itself sufficient. 
The provision authorizing operating 
subsidy for ongoing training and coun¬ 
seling would permit payment of oper¬ 
ating subsidy to meet these needs. 

Developmesit op MH Projects 

51. Unrestricted land (fee land) may 
be purchased for a Mutual-Help home- 
site if the tribe and the homebuyer 
cannot donate or contribute enough 
usable sites. Under the present Regu¬ 
lation. § 805.404(c). the maximum 
amount that may be paid for a pur¬ 
chased site is $1,500 per unit, unless 
the excess cost is paid for by non-proj¬ 
ect funds or is compen.sated for by ad¬ 
ditional Mutual-Help contribution. In 
view of rising costs, as well as cost dif¬ 
ferences among localities, it has been 
determined that a more flexible ceil¬ 
ing is neces.sary. Another problem 
with the flat dollar ceiling is that it 
fails to give credit for those cases 
where the purchased .site happens to 
include improvements wliich can be 
used in the develoixnent of the proj¬ 
ects and which would otherwise have 
to be provided at additional develop¬ 
ment cost. Accordingly, § 805.404(c) 
would be amended in tliree respects: 

a. The ceiling amount for an unim¬ 
proved site would be stated as 8.75 per¬ 
cent of the estimated Dw^elling Con¬ 
struction and Equipment Cost (DC&E 
Cost). This percentage would amount 
to approximately $1,500 w'here the 
DC&E Cost is about $17,000. This ceil¬ 
ing could be exceeded if the site has 
such topographic features that offset¬ 
ting savings will be achieved through 
lower site improvement costs. 

b. In case of an improved or partially 
improved site, the purchase price, to¬ 

gether with the cost of further site im¬ 
provements. must be reasonable in re¬ 
lation to the estimated DC&E Cost 
and consistent with an acceptable 
Total Development Cost. 

52. In order to reflect increases in 
land cost, the maximum cost for a 
homesite, below wiiich an appraisal is 
not required, has been raised from 
$500 to $750, and the maximum 
Mutual Help credit for a contributed 
homesite has been revised from $1500 
per homesite to a project average of 
$1500 per homesite. (Section 
805.219(a); 805.408(c)(2)). 

53. Section 806.404(e) would provide 
that after final site approval a change 
of site shall not be permitted except 
with specific HUD approval on the 
basis of a showing of special circum¬ 
stances and that the change will not 
unreasonably delay or add to the cost 
of the project. 

54. Section 805.404(f) requires that 
contributed or donated land be leased 
or conveyed to the IHA before execu¬ 
tion of the construction contract. This 
section would be amended to provide 
for exception as allowed by HUD. 

55. Section 805.404(g) would provide 
that the IHA shall be responsible for 
determining the extent to which 
homebuyers be given an opportunity 
to comment on the planning and 
design of the homes, consistent with 
HUD standards and cost limitations. 

Admission to MH Projects 

56. A new § 805.406(a)(2) which 
would have required that a family to 
be eligible for a MH project must have 
at least one penson (not counting 
minors) who is not yet either sixty-two 
years of age or disabled w’as considered 
on the basis that this would help 
a.ssure the ability to maintain the 
property. This section was withdrawn, 
however, based upon comments that 
such a section would adversely affect 
elderly family applicants and would 
not necessarily assure maintenance. 

57. Section 805.406(b), which states 
the requirement for limiting admission 
to MH projects to families able and 
willing to meet all obligations under 
an MHO Agreement, would be amend¬ 
ed to refer specifically to the MH ho- 
mebuyer’s duty to perform or provide 
the necessary maintenance. 

Homebuyer Accounts 

58. Section 805.409(a) would be 
amended to clarify the treatment of 
MH contribution credits after a substi¬ 
tution. In particular the amendment 
would provide that any additional MH 
credit after a substitution must be 
offset by an agreed reduction in the 
amount paid to the contractor. The 
additional credit cannot be covered by 
an increase in the total contract price 
included in development cost. 
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59. Section 805.414 would be amend¬ 
ed to clarify the treatment on termi¬ 
nation of MH credits for contributed 
land where the terminated homebuyer 
does not receive reimbursement or 
return of property. 

60. Sections 805.418(a)(2)(ii) and (b) 
and 805.421(c)(4) would be amended to 
allow charges to be made to an MH 
homebuyer’s equity account if neces¬ 
sary for the correction of a condition 
which presents an immediate risk of 
serious damage to the property. 

Mutual-Help—Required Monthly 
Payments 

61. Under § 805.416(a) of the present 
Regulations, a homebuyer is required 
to pay the higher of (a) the Adminis¬ 
tration Charge, the amount necessary 
to meet per unit monthly operating 
expense of the IHA, or (b) 25 percent 
of the family’s adjusted income 
(“Family Income”), less an allowance 
for utilities. If a family pays more 
than the Administrative charge, the 
family gets individual equity credit for 
the additional amount. Comments to 
the Department have indicated a need 
for more flexiblity by permitting the 
use of a lower percentage than 25 per¬ 
cent and by permitting a ceiling for 
those homebuyers of relatively high 
income. In response to these com¬ 
ments § 805.416(a) would be amended 
to provide that, except as necessary to 
meet the Administrative Charge, the 
amount of the Required Monthly Pay¬ 
ment shall be computed by multiply¬ 
ing Family Income by a specified per¬ 
centage (no less than 15 percent and 
no more than 25 percent). In addition, 
an IHA may provide for a maximum 
Required Monthly Payment of not 
less than the economic rent (Adminis¬ 
tration Charge plus debt service). 

62. Sections 805.416(b) and (d) would 
be amended to provide for changes of 
Required Monthly Payments under a 
HUD-approved schedule to reflect 
changes in any of the factors affecting 
computation of the monthly payment. 

63. The new rules for determination 
of Required Monthly Payments would 
be applicable only to MH projects 
placed under ACC on or after March 
9, 1976. These rules would not apply to 
existing projects unless they are con¬ 
verted to development or operation 
under the new regulations. 

64. A new provision, § 805.416(d)(2). 
is added to permit agreements to be 
made with homebuyers for seasonably 
adjusted payments schedules in order 
to accommodate wide fluctuations in a 
payments burden due to seasonal con¬ 
ditions. 

MH Operating Reserve 

65. Section 805.420(a) would be 
amended to provide that the Operat¬ 
ing Reserve for an MH project must be 
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sufficient for working capital and 
other HUD-approved purposes. 

Purchase of Home 

66. Section 805.442(c)(2) and (3) 
would be amended to provide a simpli¬ 
fied and uniform procedure for com¬ 
putation of the purchase price for an 
MH homebuyer other than the home- 
buyer who first occupies an MH home. 

67. Section 805.422(d)(4) would be 
amended to specify that the home 
may not be conveyed until the home- 
buyer has met all his obligations 
under the Mutual-Help Agreement. 

68. Sections 805.422(d)(5) and 
805.423(d) would be amended to state 
the IHA’s obligation to inve.st, and 
later to send to HUD, the purchase 
monies received by the IHA. 

69. Section 805.422(a) and (e) would 
be amended to delete any requirement 
for a homebuyer to take title when his 
income increases, although the home- 
buyer does have the right if he so de¬ 
sires to obtain title with IHA home- 
ownership financing (see §805.423). 
Under the new text of § 805.422(e), 
when the IHA finds that a homebuyer 
is eligible to purchase with IHA home- 
ownership financing, it will send him a 
written notification to that effect. 
This notification will also advise the 
homebuyer that until he purchases 
the home, his status will be governed 
by § 805.422(e)(2). Under this provi¬ 
sion. the homebuyer will continue to 
make payments based upon his 
income, equity credits will continue to 
build up, but the purchase price will 
be frozen at the amount as of the date 
of the written notification. 

70. Section 805.424(f) would be 
added to state the IHA’s obligation to 
take action for non-compliance by a 
homebuyer with the Mutual-Help 
Agreement, and to require adoption of 
an agreed plan for bringing a home- 
buyer into compliance. Where a home- 
buyer does not comply with the plan, 
the IHA is required to proceed with 
eviction. 

Settlement Upon Termination- 
Maintenance Credit Account 

71. Under the present Regulation, 
§ 805.424(d)(3) provides that in case of 
termination of the MHO Agreement 
before acquisition of ownership, any 
credit balance in the Monthly Equity 
Payments Account (MEPA) shall be 
disposed of (after making all the nec¬ 
essary charges for repairs, etc.) by 
paying to the departing homebuyer 
only the amount that is equal to his 
total Maintenance Credit. This system 
has required that a special Mainte¬ 
nance Credit account be carried for 
each homebuyer to show the estimat¬ 
ed value of the maintenance he is re¬ 
quired under the present Regulation 
to provide. Comments have indicated 
that this adds to the complexity of 
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bookkeeping and it has been urged 
that since the Maintenance Credit ac¬ 
count serves no function under any 
other circumstances, it should be 
eliminated. In recognition of the need 
for simplifying the program as much 
as possible, the Regulation would be 
amended by deleting the Maintenance 
Credit account and authorizing pay¬ 
ment to a departing homebuyer of the 
amount remaining in the MEPA Ac¬ 
count after charging that account 
with the cost of all necessary repairs 
to the home and other delinquencies, 
if any. 

Conversion 

72. Section 805.428(b) would be 
amended to state the form of agree¬ 
ment by a Participant in the old 
Mutual-Help Program (before March 
9, 1976) to convert his unit to the new 
Mutual-Help system. 

A finding of inapplicability regard¬ 
ing the National Environmental Policy 
Act of 1969 has been made in accord¬ 
ance with HUD procedures. A copy of 
this finding of inapplicability will be 
available for public inspection during 
regular business hours at the office of 
the Rules Docket Clerk at the above 
address. 

Accordingly, it is proposed to amend 
Part 805 as follows; 

Swbport A—General 

Sec. 
805.101 Applicability and scope. 
805.102 Definitions. 
805.103 Types of low income housing pro¬ 

jects. 
805.104 Assistance from Indian Health 

Service and Bureau of Indian Affairs. 
805.105 Applicability of civil rights stat¬ 

utes. 
805.106 Preferences, opportunities, and 

non discrimination in employment and 
contracting. 

805.107 Compliance with other Federal re¬ 
quirements. 

805.108 Establishment of IHAs pursuant to 
Tribal law or State law. 

805.109 Procedures for establishment of 
IHAs by Tribal ordinance. 

805.110 IHA Commissioners who are ten¬ 
ants or homebuyers. 

Appendix I—Tribal Ordinance. 

Swbport B—Development 

805.201 Definitions. 
805.202 Roles and responsibilities of Feder¬ 

al agencies. 
805.203 Production methods. 
805.204 Indian preference in contracting. 
805.205 Allocations of contract authority. 
805.206 Submission and HUD review of ap¬ 

plication for Program Reservation. 
805.207 Prerequisites for application ap¬ 

proval. 
805.208 Interagency and Tribal Coordina¬ 

tion. 
805.209 Preliminary loans. 
805.210 Development program. 
805.211 Contracts in connection with devel¬ 

opment. 
805.212 HUD’S minimum property stand¬ 

ards. 
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Ser 
805.213 Prototype costs in Indian areas. 
805.214 Development cost. 
805.215 Design for economy in fuel con¬ 

sumption. 
805.216 Site selection. 
805.217 Site approval. 
805.218 Types of interest in land. 
805.219 Appraisals. 
805.220 Financial feasibility of rental pro¬ 

jects. 
805.221 Construction inspection. 
805.222 Inspections after acceptance and 

enforcement of warranties. 
805.223 Cost to correct deficiencies. 
Appendix I—Interdepartmental Agreement 

on Indian Housing. Exhibit to Agree¬ 
ment—BIA Homebuyer Training Program. 

Subparl C—Operation 

805.301 Definitions. 
805.302 Admission policies. 
805.303 Grievance procedures. 
805.304 Determination of rents and home- 

buyer payments. 
805.305 Rent and homebuyer payment col¬ 

lection policy. 
805.306 Maintenance. 
805.307 Procurement and adminstratlon of 

supplies, materials and equipment. 
805.308 Correction of management defi¬ 

ciencies. 
805.309 Indian preference in contracting. 
805.310 Contracts for personal serv ices. 
805.311 Operating Subsidy—MH Projects. 
805.312 Operating Subsidy—Other Pro¬ 

jects. 

Subpart 0—Mutual Help Homeownership 
Opportunity Pregram 

805.401 Scope and applicability. 
805.402 Definitions. 
805.403 Contractual frameawlt. 
8U5.404 Special provisions for development 

of an MH Project. 
805.405 Financing of development cost. 
805.406 Selection of MH homebu.vers. 
805.407 Notifications to applicant families. 
805.408 MH contribution. 
805.409 MH contributions in event of sub¬ 

stitution of homebuyer. 
805.410 MH work contribution. 
805.411 Cash contribution. 
805.412 Materials or equipment contribu¬ 

tion. 
805.413 Special requirements for NH con¬ 

struction contracts. 
805.414 Disposition of contributions on ter¬ 

mination before date of occupancy. 
805 415 Actions upon completion; com¬ 

mencement of occupancy. 
805.416 Required monthly payments. 
805.417 Inspections; responsibility for 

items covered by warranty. 
805.418 Maintenance, utilities, and use of 

home. 
805.419 Administration charge and operat¬ 

ing expense. 
805.420 Operating resen e. 
805.421 Homebuyer resenes and accounts. 
805.422 Purchase of home. 
805.423 IHA homeownership financing. 
805.424 Termination of MHO agreement. 
805.425 Succession upon death, mental in¬ 

capacity or abandonment. 
805.426 Miscellaneous. 
805.427 Annual contributions contract. 
805.428 Conversion of existing projects. 
805.429 Counseling of homebuyers. 
805.430 Cross references to defined terms. 

AuTHoamr; Section 7(d). Department of 
Housing and Urban Development Act (42 
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U.S.C. 3535(d)): sections 201(b) and 203 of 
the Housing and Community Development 
Act of 1974 (42 U.S.C. 1437, note and 1437f. 
note); U.S. Housing Act of 1937 (42 U.S.C. 
1437 et seq.). especially sections 5(b). 5(c), 
and 5(h) (42 U.S.C. 1437c(b), 1437c(c). and 
1436c(h)). 

Subpart A—General 

§ 805.101 Applicability and scope. 

(a) General. (1) Untier the U.S. 
Housing Act of 1937 (42 U.S.C. 1437 et 
seq.), the U.S. Department of Housing 
and Urban Development provides fi¬ 
nancial and technical assistance to 
public housing agencies for the devel¬ 
opment and operation of low income 
housing projects. This Part is applica¬ 
ble to such projects which are devel¬ 
oped or operated by an Indian Hous-'* 
ing Authority in the area within 
which such Indian Housing Authority 
is authorized to operate. 

(2) If assistance under this Part is 
not available to a low income Indian 
family because the family desires 
housing in an area within which no 
Indian Housing Authority is author¬ 
ized to provide housing, or if for any 
other reason on Indian family desires 
housing assistance other than under 
this Part, a family may seek housing 
assistance under other Parts of this 
Chapter. 

(b) Other HUD regulations and re¬ 
quirements. The provisions of this 
Part do not constitute a self-contained 
or complete statement of the HUD 
regulations and requirements affect¬ 
ing the development or operation of 
low income housing Projects of Indian 
Housing Authorities. Except as modi¬ 
fied or supplemented by the provisions 
of this Part, HUD regulations, proce¬ 
dures and requirements generally ap¬ 
plicable to the development or oper¬ 
ation of low income housing are appli¬ 
cable to Projects subject to this Part. 

§ 805.102 Definitions. 

This section sets forth certain defini¬ 
tions of terms used in this Part. Defi¬ 
nitions of other terms are contained in 
various sections where the terms are 
used. For a list of cross references to 
the location of the various definitions, 
see 805.430. 

ACC. An Annual Contributions Con¬ 
tract 

Act The U.S. Housing Act of 1937 
(42 U.S.C. 1437 et seq.). 

Annual Contributions Contract. A 
contract on a form prescribed by HUD 
for loans and annual contributions be¬ 
tween HUD and an IHA, under which 
HUD finances the development of a 
low income housing project under the 
Act. and the IHA agrees to develop 
and operate the project in compliance 
with all provisions of the ACC and the 
Act, and all HUD regulations, require¬ 
ments and procedures pursuant there¬ 
to, The amount charged against con¬ 

tract authority is the maximum con¬ 
tribution payable under the ACC 
(Maximum (Contribution Percentage 
times Maximum Development Cost), 
and this amount multiplied by the 
maximum number of debt service 
annual contributions over the term of 
the ACC is the amount charged 
against budget authority. 

BIA. The Bureau of Indian Affairs 
in the Department of the Interior. 

Construction Contract The contract 
for construction in the case of the 
Conventional method, or the Contract 
of Sale in the case of the Turnkey 
method. 

Conversion. A conversion of an Ex¬ 
isting Project in accordance with 
§ 805.428. 

Development Cost See Total Devel¬ 
opment Cost. 

Development Program. A statement 
of the basic elements of a Project, in¬ 
cluding the estimated Total Develop¬ 
ment Cost of the Project, as adopted 
by the IHA and approved by HUD. 

Existing Project A Mutual Help 
Project placed under ACC before 
March 9, 1976, the effective date of 
this Part. 

Home. A dwelling unit covered by a 
Homebuyer’s Mutual Help and Occu¬ 
pancy Agreement. 

Homebuyer. A person(s) who has ex¬ 
ecuted a Mutual Help and Occupancy 
Agreement with the IHA. and who has 
not yet achieved homeownership. 

Homeowner. A Homeowner who has 
achieved ownership of his Home. 

HUD. The Department of Housing 
and Urban Development, including the 
Regional. Area or Insuring Office 
which has been delegated authority 
under the Act to perform functions 
pertaining to this Part ioi the area La 
which the IHA is located. 

IHA. An Indian Housing Authority. 
IHA Homeownership Financing. 

IHA financing for purchase of a Home 
by an eligible Homebuyer who gives 
the IHA a Promissory Note and Mort¬ 
gage for the balance of the purchase 
price (see section 805.423). 

IHS. The Indian Health Service in 
the Department of Health, Education, 
and Welfare. 

Indian.. Any person recognized as 
being an Indian or Alaska Native by a 
tribe, the Government, or any state. 

Indian Area. The area within which 
an IHA is authorized to provide hous¬ 
ing. 

Indian Housing Authority. A public 
housing agency established (a) by ex¬ 
ercise of a tribe’s powers of self-gov¬ 
ernment independent of state law, or 
(b) by operation of state law providing 
specifically for housing authorities for 
Indians. 

Interdepartmental Agreement The 
agreement among HUD, the Depart¬ 
ment of Health, Education and Wel¬ 
fare and the Department of the Interi- 
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or concerning assistance to Projects 
developed and operated under the Act 
(Appendix I to Subpart B). 

MEPA. The Monthly Equity Pay¬ 
ments Account (see § 805.421(b)(1)). 

MH. Mutual Help. 
MH Construction Contract. A Con¬ 

struction Contract for an MH Project 
where an MH contribution of work, 
materials or equipment is to be made, 
which contract shall be on a form pre¬ 
scribed by HUD. 

MH Contribution. A contribution of 
land, work, cash, materials or equip¬ 
ment toward the Development Cost of 
a Project in accordance with a Home- 
buyer’s MHO Agreement, credit for 
which is to be used toward purchase of 
a Home unless used earlier to pay for 
maintenance or other obligations of 
the Homebuyer. 

MHO Agreement. A Mutual Help and 
Occupancy Agreement between an 
IHA and a Homebuyer. 

MH Program. The Mutual Help 
Homeownership Opportunity Pro¬ 
gram. 

MH Project. A Project developed and 
operated under the MH Program. 

Program Reservation. A written no¬ 
tification by HUD to an IHA, which is 
not a legal obligation, but which ex¬ 
presses HUD’S determination, subject 
to fulfillment by an IHA of all legal 
and administrative requirements 
within a stated time, to enter into a 
new or amended Preliminary Loan 
Contract or ACC covering the stated 
number of housing units, or such 
lesser number as is consistent with the 
amount of contract and budget au¬ 
thority reserved by HUD under the 
Program Reservation. 

Project. The entire undertaking to 
provide housing as identified in the 
ACC involved, including all real or per¬ 
sonal property, funds and reserves, 
rights, interests and obligations, and 
activities related thereto to be devel¬ 
oped and operated by an IHA. 

Total Development Cost. The sum of 
all HUD-approved costs for a Project 
incurred by an IHA in any and all un¬ 
dertakings necessary for planning, site 
acquisition, demolition, construction 
or equipment and their necessary fi¬ 
nancing (including the payment of 
carrying charges), and in otherwise 
carrying out the development of the 
Project. 

Tribe. An Indian tribe, band, pueblo, 
group or community of Indians or 
Alaska Natives. 

§80.5.103 Types of low income housing 
projects. 

IHAs may develop the following 
types of Projects: 

(a) Rental. In a Rental Project, the 
occupants are month-to-month ten¬ 
ants of the IHA. Projects may be de¬ 
veloped with single family detached, 
duplex, row house, walk-up. garden 

type, or elevator structures. Projects 
for the elderly and the handicapped 
may include congregate housing. 

(b) Mutual Help Homeownership Op¬ 
portunity. This program (see Subpart 
D) is available only for use by IHAs 
eligible for assistance under this Part. 
Under this program, a Homebuyer 
enters into an MHO Agreement under 
which the Homebuyer agrees to (1) 
contribute cash, work, land, materials, 
or equipment, or a combination there¬ 
of, for development of the Project: (2) 
make monthly payments based on 
income: and (3) provide all mainte¬ 
nance of the Home. In return, the ini¬ 
tial purchase price of the Home is re¬ 
duced each month in accordance with 
a predetermined purchase price sched¬ 
ule, and the Homebuyer is given the 
right to buy the Home by payment of 
the remaining balance of the purchase 
price at the time of the purchase. The 
credit for the Homebuyer’s contribu¬ 
tion is available for maintenance of 
the Home, and any balance is applied 
against the purchase price of the 
Home. 

(c) Section 8 Housing Assistance 
Payments. The regulations for this 
program are set forth in Parts 880, 
881, 882, and 883 of this Chapter. 
Under this program, a low income 
family leases a dwelling unit in newly 
constructed, substantially rehabilitat¬ 
ed or existing housing. Housing assist¬ 
ance payments are made on behalf of 
the family to cover the difference be¬ 
tween the contract rent of the unit 
and the amount payable by the 
family, as determined in accordance 
with schedules and criteria established 
by HUD. This program may include 
rental and cooperative projects, in¬ 
cluding housing for the elderly or 
handicapped and congregate housing, 
and homeownership opportunity hous¬ 
ing (see Section 8(c)(8) of the Act.) 

§80.5.104 Assistance from Indian Health 
Service and Bureau of Indian .\ffairs. 

Projects undertaken by IHAs of Fed¬ 
erally Recognized Tribes shall be de¬ 
veloped and operated in accordance 
with the provisions of the Interdepart¬ 
mental Agreement. “Federally Recog¬ 
nized Tribe” means a tribe recognized 
as eligible for services from BIA or 
IHS. Since HUD assistance under this 
Part is not limited to IHAs of Federal¬ 
ly Recognized Tribes, provisions in 
this Part relating to assistance from 
BIA or IHS, or to required approvals, 
actions or determinations by these 
agencies in connection with such as¬ 
sistance. shall be construted as appli¬ 
cable only to Projects undertaken by 
IHAs of Federally Recognized Tribes. 

§ 80.5.103 Applicability of civil rights stat¬ 

utes. 

(a) Indian Civil Rights Act. The 
Indian Civil Rights Act (Title II of the 

Civil Rights Act of 1968, 25 U.S.C. 
1301-03) provides, among other things, 
that no Indian tribe in exercising 
power of self-government shall deny 
due process or the equal protection of 
its laws to any person within its juris¬ 
diction. The Indian Civil Rights Act 
applies to tribes which exercise powers 
of self-government. Thus, it is applica¬ 
ble in all cases when an IHA has been 
established by exercise of such powers. 
In the case of an IHA established pur¬ 
suant to state law, the capacity of the 
tribe to exercise powers of self-govern¬ 
ment and the applicability of the 
Indian Civil Rights Act shall be deter¬ 
mined by HUD on a case-by-case basis. 
Projects of IHAs subject to the Indian 
Civil Rights Act shall be developed 
and operated in compliance with its 
provisions and all HUD requirements 
thereunder. 

(b) Non-applicability of Title VI and 
Title VIII. Title VI of the Civil Rights 
Act of 1964 (42 U.S.C. 2000d-2000d-4), 
which prohibits discrimination on the 
basis of race, color or national origin 
in federally assisted programs, and 
Title VIII of the Civil Rights Act of 
1968 as amended (42 U.S.C. 3601 et 
seq.), which prohibits discrimination 
based on race, color, religion, sex or 
national origin in the sale or rental of 
housing, do not apply to IHAs estab¬ 
lished by exercise of a tribe’s powers 
of self-government. HUD regulations 
implementing Title VI and Title VIII 
shall not be applicable to development 
or operation of Projects by such IHAs. 
In the case of an IHA established pur¬ 
suant to state law, the question of ap¬ 
plicability of Title VI and Title VIII 
shall be determined by HUD on a case- 
by-case basis. 

§805.106 Preferences, opportunities, and 
nondiscrimination in employment and 
contracting. 

(a) Indian Self-Determination and 
Education Assistance Act (.preference 
for Indians). HUD has determined 
that the Projects under this Part are 
subject to Section 7(b) of the Indian 
Self-Determination and Education As¬ 
sistance Act (25 U.S.C. 450e(b)), which 
requires that, to the greatest extent 
feasible: (1) Preference and opportuni¬ 
ties for training and employment shall 
be given to Indians, and (2) preference 
in the award of contracts and subcon¬ 
tracts shall be given to Indian Organi¬ 
zations and Indian-owned Economic 
Enterprises. “Indian Organizations 
and Indian-owned Economic Enter¬ 
prises” include both: (1) Any “econom¬ 
ic enterprise” as defined in Section 
3(e) of the Indian Financing Act of 
1974 (Pub. L. 93-262); that is “any 
Indian-owned commercial, industrial, 
or business activity established or or¬ 
ganized for the purpose of profit: F*ro- 
vided, that such Indian ownership 
shall constitute not less than 51 per- 
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cent of the enterprise, and (2) any 
“tribal organization” as defined in sec¬ 
tion 4(c) of the Indian Self-Determina¬ 
tion and Education Assistance Act 
(Pub. L. 93-638): that is: “the recog- 
niz€Kl governing body of any Indian 
tribe: any legally established organiza¬ 
tion of Indians which is controlled, 
sanctioned or chartered by such gov¬ 
erning body or which is democratically 
elected by the adult members of the 
Indian Community to be served by 
such organization and which includes 
the maximum participation of Indians 
in all phases of its activities • * 

(b) Executive Order 11246 (.equal em¬ 
ployment opportunity). (1) Contracts 
for construction work in connection 
with Projects under this Part are sub¬ 
ject to Executive Order 11246 (30 PR 
12319), as amended by Executive 
Order 11375 (32 m 14303), and appli¬ 
cable implementing regulations (24 
CFR, Part 130: 41 CFR, Chapter 60), 
rules, and orders of HUD and the 
Office of Federal Contract Compliance 
Programs of the Department of Labor. 
Executive Order 11246 prohibits dis¬ 
crimination and requires affirmative 
action to ensure that employees or ap¬ 
plicants for employment are treated 
without regard to their race, color, re¬ 
ligion. sex. or national origin. 

(2) Compliance with Executive 
Order 11246, and related regulations, 
orders and requirements shall be to 
the maximum extent consistent with, 
but not in derogration of, compliance 
with Section 7(b) of the Indian Self- 
Determination and Education Assist¬ 
ance Act. 

(c) IHA’s Own Employment Prac¬ 
tices. Each IHA shall adopt and pro¬ 
mulgate regulations with respect to 
the IHA’s own employment practices 
which shall be in compliance with its 
obligations under Section 7(b) of the 
Indian Self-Determination and Educa¬ 
tion Assistance Act. and Executive 
Order 11246, where applicable. A copy 
of these regulations shall be posted in 
the IHA office, and a copy shall be 
submitted to HUD promptly after 
adoption by the IHA. (Title VII of the 
Civil Rights Act of 1964 (42 U.S.C. 
2000e), as amended, which prohibits 
discrimination in employment by 
making it unlawful for employers to 
engage in certain discriminatory prac¬ 
tices. excludes Indian tribes from the 
nondiscrimination requirements of 
Title VII.) 

§ S0,5.107 ('onipliance with other Federal 
requirements. 

(a) National Environmental Policy 
Act. Projects shall be developed in 
compliance with the National Environ¬ 
mental Policy Act (42 U.S.C. 4321 et 
seq.) and all requirements thereunder. 

(b) Clean Air Act and Federal Water 
Pollution Control Act. Projects shall 
be developed in compliance with the 

Clean Air Act (42 U.S.C. 1857 et seq.) 
and the Federal Water Pollution Con¬ 
trol Act (33 U.S.C. 1151 et seq.) and all 
requirements thereunder. 

(c) Davis-Bacon Wage Rates for La¬ 
borers and Mechanics. Not less than 
the wages prevailing in the locality, as 
predetermined by the Secretary of 
I^abor pursuant to the Davis-Bacon 
Act (40 U.S.C, 276a through 276a-5), 
shall be paid to all laborers and me¬ 
chanics employed in the development 
of a Project. 

(d) Professional and Technical Wage 
Rates. Not less than the wages prevail¬ 
ing in the locality, as determined or 
adopted (subsequent to a determina¬ 
tion under applicable state or local 
law) by HUD, shall be paid to all ar¬ 
chitects, technical engineers, drafts¬ 
men and technicians employed in the 
development of a Project. 

(e) Uniform Relocation Assistance, 
and Real Property Acquisition Policies 
Act of 1970 and Expenses of Tempo¬ 
rary Relocation. (1) When a Project is 
developed by an IHA established in ac¬ 
cordance with § 805.108(a), the Uni¬ 
form Relocation Assistance and Real 
Property Acquisition Policies Act of 
1970 (“Uniform Act”) (42 U.S.C. 4601 
et seq.) does not apply, because such 
an IHA is not a “State agency” cov¬ 
ered by the Uniform Act. 

(2) When a Project is developed by 
an IHA established in accordance with 
§ 805.108(b). the Project shall be devel¬ 
oped in compliance with the Uniform 
Act and HUD policies and require¬ 
ments thereunder (24 CFR, Part 42). 

(3) In the case of both (1) and (2). 
Development Cost may include the 
reasonable moving costs for a family 
which is moved from a Project site 
during construction and is returned to 
the site after completion. 

§80.>.I()8 Establishment of IHAs pursuant 
to Tribal law or State law. 

An IHA may be established either; 
(a) By a tribal ordinance enacted by 

exercise of a tribe’s powers of self-gov¬ 
ernment independent of state law, cre¬ 
ating an IHA with all necessary legal 
powers to carry out low income hous¬ 
ing projects for Indians, which IHA 
shall be established in accordance with 
§805.109: or 

(b) Pursuant to a state law which 
provides for the establishment of 
IHAs with all necessary legal powers 
to carry out low income housing pro¬ 
jects for Indians. 

§ 805.109 Procedures for establishment of 
IHAs by Tribal ordinance. 

(a) Applicability. This section shall 
be applicable only when an IHA is es¬ 
tablished by exercise of a tribe’s 
powers as described in § 805.108(a). 

(b) Legal Capacity of Tribe to Estab¬ 
lish IHA. Where an Indian tribe has 
governmental E>olice powder to promote 

the general welfare, including the 
power to create a housing authority, 
an IHA may be established by tribal 
ordinance enacted by the governing 
body of the tribe. 

(c) Approval or Review of Ordinance 
by the Department of the Interior. 
HUD shall not enter into an undertak¬ 
ing for assistance to an IHA formed by 
tribal ordinance unless such ordinance 
has been submitted to HUD. accompa¬ 
nied by evidence that the tribe’s enact¬ 
ment of the ordinance either has been 
approved by the Department of the 
Interior or has been reviewed and not 
objected to by that Department. 

(d) Form of Ordinance. The form of 
tribal ordinance shown as Appendix I 
to this Subpart A shall be used for the 
establishment of IHAs by tribal ordi¬ 
nance on and after March 9, 1976, the 
effective date of this Part. No substan¬ 
tive change may be made in the form 
of tribal ordinance except as indicated 
by footnotes in Appendix I or with 
specific written approval from HUD. 

(e) Amendment of Ordinance Previ¬ 
ously Enacted. Tribal ordinances en¬ 
acted prior to the effective date of this 
part, which do not conform to the re¬ 
quired provisions of the form of ordi¬ 
nance set out as Appendix I, shall be 
amended to conform thereto as soon 
as possible. Beginning January 1. 1977, 
no contract or anmendment providing 
any additional commitment for HUD 
financial assistance shall be entered 
into unless such conforming amend¬ 
ments have been enacted. 

(f) Submission to HUD of Docu¬ 
ments Establishing IHA. The tribal or¬ 
dinance, evidence of Department of 
the interior approval or review', and 
the following documentation relating 
to the initial organization of the IHA. 
in the form prescribed by HUD, shall 
be submitted to HUD prior to or with 
any application for Hnancial assust- 
ance: 

(1) Certificate of appointment of 
Commissioners. 

(2) Commissioner’s oath of office. 
(3) Notice of organization meeting. 
(4) Consent to meeting. 
(5) Minutes of meeting. 
(6) Resolutions establishing the 

IHA, adopting the by law's, adopting a 
seal, designating a regrular place of 
meeting, and designating officers. 

(7) Bylaws. 
(8) Certificate of Secretary as to au¬ 

thenticity of documents. 
(9) General Certificate of Housing 

Authority. 

§80.5.110 IHA ('onimisNioNer.s who are 
tenants or homebuyers. 

(a) Tenant or Homebuyer Commis¬ 
sioners. No person shall be barred 
from serving on an IHA’s Board of 
Commissioners because he is a tenant 
or Homebuyer in a housing Project of 
the IHA. A commissioner who is a 
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tenant or Homebuyer shall be entitled 
to participate fully in all meetings con¬ 
cerning matters that affect all of the 
tenants or Homebuyers’ even though 
such matters affect him as well. How¬ 
ever, no such Commissioner shall be 
entitled or permitted to participate in 
or be present at any meeting (except 
in his capacity as a tenant or Home- 
buyer), or be counted or treated as a 
member of the Board, concerning any 
matter involving his individual rights, 
obligations or status as a tenant or 
Homebuyer. 

(b) Commissioner as IHA Employee. 
A member of the IHA's Board of Com¬ 
missioners shall not be eligible for em¬ 
ployment by the IHA except under un¬ 
usual circumstances and with HUD ap¬ 
proval. 

Appendix I—Tribal Ordinance 

Pursuant to the authority vested in the 
-Tribe by its Constitution, and par¬ 
ticularly by Article-, Sections 
-thereof, and its authority to pro¬ 
vide for the health, safety, morals and wel¬ 
fare of the Tribe, the Tribal Council of the 
-Tribe hereby establishes a public 
body known as the-Housing Au¬ 
thority (hereinafter referred to as the Au¬ 
thority), and enacts this ordinance which 
shall establish the purposes, powers and 
duties of the Authority. 

In any suit, action or proceeding involving 
the validity or enforcement of or relating to 
any of its contracts, the Authority shall be 
conclusively deemed to have become estab¬ 
lished and authorized to transact business 
and exercise its powers upon proof of the 
adoption of this ordinance. A copy of the or- 
dinacne duly certified by the Secretary of 
the Council shall be admissible in evidence 
in any suit, action or proceeding. 

Aritcle I ' 

DECLARATION OF NEED 

It is hereby declared: 
1. That there exist on the-Reser¬ 

vation insanitary, unsafe, and overcrowded 
dwelling accommodations; that there is a 
shortage of decent, safe and sanitary dwell¬ 
ing accommodations available at rents or 
prices which persons of low income can 
afford; and that such shortage forces such 
persons to occupy insanitary, unsafe and 
overcrowded dwellling accommodations; 

2. That these conditions cause an increase 
in and spread of discaise and crime and con¬ 
stitute a menace to health, safety, morals 
and welfare; and that the.se conditions ne¬ 
cessitate excessive and disproportionate ex¬ 
penditures of public funds for crime preven¬ 
tion and punishment, public health and 
safety protection, fire and accident preven¬ 
tion. and other public services and facilities; 

3. That the shortage of decent, safe and 
sanitary dwellings for persons of low income 
cannot be relieved through the operation of 
private enterprise; 

4. That the providing of decent, safe and 
sanitary dwelling accommodations for per¬ 
sons of low income are public uses and pur¬ 
poses for which money may be spent and 
private property acquired and are govern¬ 
mental functions of Tribal concern; 

5. That residential construction activity 
and a supply of acceptable housing are im¬ 
portant factors to general economic activity. 

and that the undertakings authorized by 
this ordinance to aid the production of 
better housing and more desirable neighbor¬ 
hood and community development at lower 
costs will make possible a more stable and 
larger volume of residential construction 
and housing supply which will assist materi¬ 
ally in achieving full employment; and 

6. That the necessity in the public interest 
for the provisions hereinafter enacted is 
hereby declared as a matter of legislative 
determination. 

Article II 

PURPOSES 

The Authority shall be organized and op¬ 
erated for the purposes of; 

1. Remedying unsafe and insanitary hous¬ 
ing conditions that are injurious to the 
public health, safety and morals; 

2. Alleviating the acute shortage of 
decent, safe and sanitary dwellings for per¬ 
sons of low income; and 

3. Providing employment opportunities 
through the construction, reconstruction, 
improvement, extension, alteration or repair 
and operation of low income dwellings. 

Articles III 

DEFINITIONS 

The following terms, wherever used or re¬ 
ferred to in this ordinance, shall have the 
following respective meanings, unless a dif¬ 
ferent meaning clearly appears from the 
context; 

"Area of Operation" means all areas 
within the jurisdiction of the tribe. 

"Board" means the Board of Commission¬ 
ers of the Authority. 

"Council" means The-Tribal 
Council. 

"Federal government" includes the United 
States of America, the Department of Hous¬ 
ing and Urban Development, or any other 
agency or instrumentality, corporate or oth¬ 
erwise, of the United States of America. 

"Homebuyer" means a person(s) who has 
executed a lease-purchase agreement with 
the Authority, and who has not yet 
achieved homeownership. 

"Housing project" or "project" means any 
work or undertaking to provide or assist in 
providing (by any suitable method, includ¬ 
ing but not limited to; rental; sale of individ¬ 
ual units in single or multifamily structures 
under conventional condominium, or coop¬ 
erative sales contracts or lease-purchase 
agreements; loans; or subsidizing of rentals 
or charges) decent, safe and sanitary dwell¬ 
ings, apartments, or other living accomoda¬ 
tions for persons of low income. Such work 
or undertaking may include buildings, land, 
leaseholds, equipment, facilities, and other 
real or personal property for necessary, con¬ 
venient, or desirable appurtenances, for 
streets, sewers, water service, utilities, 
parks, site preparation or landscaping, and 
for administrative, community, health, rec¬ 
reational, welfare, or other purposes. The 
term "housing project” or "project” also 
may be applied to the planning of the build¬ 
ings and improvements, the acquisition of 
property or any interest therein, the demo¬ 
lition of existing structures, the construc¬ 
tion. reconstruction, rehabilitation, alter¬ 
ation or repair of the improvements or 
other property and all other work in con¬ 
nection therewith, and the term shall in¬ 
clude all other real and personal property 

and all tangible or intangible assets held or 
used in connection with the housing project. 

"Obligations" means any notes, bonds, in¬ 
terim certificates, debentures, or other 
forms of obligation issued by the Authority 
pursuant to this ordinance. 

"Obligee" includes any holder of an obli¬ 
gation, agent or trustee for any holder of an 
obligation, or lessor demising to the Author¬ 
ity property used in connection with a proj¬ 
ect, or any assignee or assignees of such les¬ 
sor’s interest or any part thereof, and the 
Federal government when it is a party to 
any contract with the Authority in respect 
to a housing project. 

"Persons of low income" means persons or 
families who cannot afford to pay enough to 
cause private enterprise in their locality to 
build an adequate supply of decent, safe, 
and sanitary dwellings for their use. 

Article IV 

BOARD OF commissioners 

1. (a)’(l) The affairs of the Authority 
shall be managed by a Board of Commis¬ 
sioners composed of five persons. 

(2) The Board members shall be appoint¬ 
ed. and may be reappointed, by the Council. 
A certificate of the Secretary of the Council 
as to the appointment or reappointment of 
any commissioner shall be conclusive evi¬ 
dence of the due and proper appointment of 
the commissioner. 

(3) A commissioner may be a member or 
non-member of the Tribe, and may be a 
member or non-member of the Tribal Coun¬ 
cil. 

(4) No person shall be barred from sendng 
on the Board because he is a tenant or 
homebuyer in a housing project of the Au¬ 
thority; and such commissioner shall be en¬ 
titled to fully participate in all meetings 
concerning matters that affect all of the 
tenants or homebuyers, even though such 
matters affect him as well. However, no 
such commissioner shall be entitled or per- 
mited to participate in or be present at any 
meeting (except in his capacity as a tenant 
or homebuyer), or to be counted or treated 
as a member of the Board, concerning any 
matter involving his individual rights, obli¬ 
gations or status as a tenant or homebuyer. 

(b) ’ The term of office shall be four years 
and staggered. When the Board is first es¬ 
tablished, one member's term shall be desig¬ 
nated to expire in one year, another to 
expire in two years, a third to expire in 
three years, and the last two in four years. 
Thereafter, all appointments shall be for 
four years, except that in the case of a prior 
vacancy, an appointment shall be only for 
the length of the unexpired term. Each 
member of the Board shall hold office until 
his successor has been appointed and has 
qualified. 

(c) * The Council shall name one of the 
Commissioners as Chairman of the Board. 
The Board shall elect from among its mem¬ 
bers a Vice-Chairman, a Secretary, and a 
Treasurer; and any member may hold two 
of these positions. In the absence of the 
Chairman, the Vice-Chairman shall preside; 
and in the absence of both the Chairman 
and Vice-Chairman, the Secretary shall pre¬ 
side. 

(d) * A member of the Board may be re¬ 
moved by the appointing power for serious 
inefficiency or neglect of duty or for mis¬ 
conduct in office, but only after a hearing 
before the appointing power and only after 
the member has been given a written notice 
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of llie specific charges against him at least 
10 days prior to the hearing. At any such 
hearing, the member shall have the oppor¬ 
tunity to be heard in person or by coun.sel 
and to present witnesses in his behalf. In 
the event of removal of any Board member, 
a record of the proceedings, together with 
tlie charges and findings thereon, shall be 
filed with the appointing power and a copy 
thereof sent to the appropriate office of the 
Department of Housing and Urban Develop¬ 
ment. 

(e) " The Commissioners shall not receive 
compensation for their services but shall be 
entitled to compensation for e.xpenses. in¬ 
cluding travel expenses, incurred in the dis¬ 
charge of their duties. 

(f) ’ A majority of the full Board (i.e.. not¬ 
withstanding the existence of any vacan¬ 
cies) shall constitute a quorum for the 
transaction of business, but no Board action 
shall be taken by a vote of less then a ma¬ 
jority of such full Board. 

(g) The Secretary shall keep complete and 
accurate records of all meetings and actions 
taken by the Board. 

(h) The Treasurer shall keep full and ac¬ 
curate financial records, make periodic re¬ 
ports to the Board, and submit a complete 
annual report, in written form, to the Coun¬ 
cil as rf'quired by article VII. Section 1. of 
this ordinance. 

2. Meetings of the Board shall be held at 
regular intervals as provided in the bylaws. 
Emergency meetings may be held upon 24 
hours actual notice and business transacted, 
provided that not less than a majority of 
the full Board concurs in the propo.sed 
action. 

Articlk V 

POWERS 

1. The Authority shall have perpetual suc¬ 
cession in its corporate name. 

2. The Council hereby gives its irrevocable 
consent to allowing the Authority to sue 
and be sued in its corporate name, upon any 
contract, claim or obligation arising out of 
its activities under this ordinance and 
hereby authorizes the Authority to agree by 
contract to w'aive any immimity from suit 
which it might otherwise have; but the 
Tribe shall not be liable for the debts or ob¬ 
ligations of the Authority. 

3. The Authority shall have the following 
powers which it may exerci.se consi.stent 
with the purposes for which it is estab- 
li.shed: 

(a) To adopt and use a corporate .seal. 
<b) To enter into agreements, contracts 

and understandings with any governmental 
agency. Federal, state or local (including the 
Council) or with any person, partnership, 
corporation or Indian tribe; and to agrt'e to 
any conditions attached to Federal financial 
assistance. 

<c) To agree, notwith-standing anything to 
the contrary contained in this ordinance or 
in any other provision of law. to any condi¬ 
tions attached to Federal financial a.ssist- 
ance relating to the determination of pre¬ 
vailing salaries or wages or payment of not 
less than prevailing salaries or wages or 
compliance with labor standards, in the de¬ 
velopment or operation of projects; and the? 
Authority may include in any contract let in 
connection with a project stipulations re¬ 
quiring that the contractor and any subcon¬ 
tractors comply with requirements as to 
minimum salaries or wages and maximum 
lioiirs of labor, and comply with any condi¬ 

tions which the Federal government may 
have attached to its financial aid to the 
project. 

(d) To obligate itself, in any contract with 
the Federal government for annual contri¬ 
butions to the Authority, to convey to the 
Federal government possession of or title to 
the project to which such contract relates, 
upon the occurrence of a sub.stantial default 
(as defined in such contract) with respect to 
the covenants or conditions to which the 
Authority is subject; and such contract may 
further provide that in case of such convey¬ 
ance. the Federal government may com¬ 
plete. operate, manage, lease, convey or oth¬ 
erwise deal with the project and funds in ac¬ 
cordance with the terms of such contract: 
Provided. That the contract requires that, 
as .soon as practicable after the Federal gov¬ 
ernment is satisfied that all defaults with 
respect to the project have been cured and 
that the project will thereafter be operated 
in accordance with the terms of the con¬ 
tract. the Federal government shall recon¬ 
vey to the Authority the project as then 
constituted. 

(e) To lea.se property from the Tribe and 
others for such periods as are authorized by 
law. and to hold and manage or to sublea.se 
the .same. 

(f) To borrow' or lend money, to i.ssue tem¬ 
porary or long term evidence of indebted¬ 
ness. and to repay the same. Obligations 
shall be Issued and repaid in accordance 
with the provisions of Article VI of this or¬ 
dinance. 

(g) To pU'dgc the a.s.sets and receipts of 
the Authority as security for debts; and to 
acquire, sell, lease, exchange, transfer or 
assign personal property or interests there¬ 
in. 

(h) To purchase land or Interests in land 
or take the same by gift; to lease land or in¬ 
terests In land to the extent provided by 
law. 

(i) To undertake and carry out studies and 
analyses of housing needs, to prepare hous¬ 
ing plans, to execute the same, to operate 
projects and to provide for the construction, 
reconstruction, improvement, extension, al¬ 
teration or repair of any project or any part 
thereof. 

(j) With respect to any dwellings, accom¬ 
modations, lands, buildings or facilities em¬ 
braced within any project (including indi¬ 
vidual cooperative or condominium units); 
to lea.se or rent, sell, enter into lea.se-pur- 
ctia.se agreements or leases with option to 
purcha.se; to establish and revise rents or re¬ 
quired monthly payments; to make rules 
and regulations concerning the selection of 
tenants or homebuyers. including the estab¬ 
lishment of priorities, and concerning the 
occupancy, rental, care and management of 
‘housing uniUs; and to make such further 
rules and regulations as the Board may 
deem necessary and desirable to effectuate 
the powers granted by this ordinance. 

(k) To finance purchase of a home by an 
eligible homebuyer in accordance with regu¬ 
lations and requirements of the Department 
of Housing and Urban Development. 

(l) To terminate any lea.se or rental agree¬ 
ment or lease-purchase agreement when the 
tenant or homebuyer has violated the terms 
of .such agreement, or failed to meet any of 
its obligations thereunder, or w'hen such ter¬ 
mination is otherwise authorized under the 
provisions of such agreement; and to bring 
action for eviction against such tenant or 
homebuyer. 

(m) To establish income limits for admis¬ 
sion that insure that dwelling accommoda¬ 
tions in a housing project shall be made 
available only to persons of low income. 

(n) To purchase insurance from any stock 
or mutual company for any property or 
against any risk or ha'zards. 

(o) To invest such funds as are not re¬ 
quired for immediate disbursement. 

(p) To establish and maintain such bank 
accounts as may be noce.s.sary or convenient. 

(q) To employ an executive director, tech¬ 
nical and maintejiance personnel and sucli 
other officers and employees, permanent or 
temporary, as the Authority may require; 
and to delegate to such officers and employ¬ 
ees such powers or duties as the Board shall 
deem proper. 

(r) To take such further actions as are 
commonly engaged in by public bodies of 
this character as the Board may deem nec- 
e.ssary and desirable to effectuate the pur- 
po.ses of the Authority 

(s) To join or cooperate with any other 
public housing agency or agencies operating 
under the laws or ordinances of a State or 
another tribe in the exercise, either jointly 
or otherwise, of any or all of tlie powers of 
the Authority and such other public hous¬ 
ing agency or agencies for the purpose of fi¬ 
nancing (including but not limited to the i.s- 
suance of notes or other obligations and 
giving security therefor), planning, under¬ 
taking, owning, constructing, operating, or 
contracting with respect to a housing proj¬ 
ect or projects of the Authority or such 
other public housing agency or agencies. 
For such purpo.se. the Authority may by 
resolution prescribe and aiithorize any 
other public housing agency or agencies, .so 
joining or cooperating with the Authority, 
to act on the Authority’s behalf with re¬ 
spect to any or all powers, as the Authori¬ 
ty’s agent or otherwi.se. in the name of the 
Authority or in the name of .such agency or 
agencies. 

(t) To adopt such bylaws as the Board 
deems necessary and appropriate;. 

4. It is the purpo.se and intent of this ordi¬ 
nance to authorize the Authority to do any 
and all things nece.s.sary or desirable to 
.secure the financial aid or cooperation of 
the Federal government in the undertaking, 
construction, maintenance or operation of 
any project by the Authority. 

5. No ordinance or other enactment of the 
Tribe with re.spect to the acquisition, oper¬ 
ation. or disposition of Tribal property shall 
be applicable to the Authority in its oper¬ 
ations pursuant to this ordinance. 

. Article VI 

OBLIGATIONS 

1. The Authority may Issue obligatioiLs 
from time lo time in its discretion for any of 
its purpo.ses and may also issue refunding 
obligations for the purpose of paying or re¬ 
tiring obligations previously Issued by it. 
The Authority may i.s.sue such types of obli¬ 
gations as it may determine, including obli¬ 
gations on which the principal and interest 
are payable: (a) exclusively from the income 
and revenues of the project financed with 
the proceeds of such obligations, or with 
such Income and revenues together with a 
grant from the Federal government in aid-of 
such project: (b) exclusively from the 
income and revenues of certain designated 
projects whether or not they were financed 
in whole or in part with the proceeds of 
such obligations; or (c) from its revenues 
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generally. Any of such obligations may be 
additionally secured by a pledge of any rev¬ 
enues of any project or other property of 
the Authority. 

2. Neither the commissioners of the Au¬ 
thority nor any person executing the obliga¬ 
tions shall be liable personally on the obli¬ 
gations by reason of issuance thereof. 

3. The notes and other obligations of the 
Authority shall not be a debt of the Tribe 
and the obligations shall so state on their 
face. 

4. Obligations of the Authority are de¬ 
clared to be issued for an essential public 
and governmental purpo.se and to be public 
instrumentalities and, together with inter¬ 
est thereon and income therefrom, shall be 
exempt from taxes imposed by the Tribe. 
The tax exemption provisions of this ordi¬ 
nance shall be considered part of the secu¬ 
rity for the repayment of obligations and 
shall constitute, by virtue of thi.s ordinance 
and without necessity of being restated in 
the obligations, a contract between (a) the 
Authority and the Tribe, and (b) the hold¬ 
ers of obligations and each of them, includ¬ 
ing all transferees of the obligations from 
time to time. 

5. Obligations shall be issued and sold in 
the following manner: 

(a) Obligations of the Authority shall be 
authorized by a resolution adopted by the 
vote of a majority of the full Board and 
may be i.ssued in one or more series. 

(b) The obligations shall bear such dates, 
mature at such times, bear interest at such 
mtes, be in such denominations, be in such 
form, either coupon or registered, carry 
such conversion or registration privileges, 
have such rank or priority, be executed in 
such manner, be payable in such medium of 
payment and at such places, and be subject 
to such terms of redemption, with or with¬ 
out premium, as such resolution may pro¬ 
vide. 

<c) The obligations may be sold at public 
or private .sale at not less than par. 

(d) In case any of the commi.ssioners of 
the Authority whose signatures appear on 
any obligations cease to be commissioners 
bt'fore the delivery of such obligations, the 
signatures shall, nevertheles.s. be valid and 
.sufficient for all purpo-scs, the same as if 
the commissioners had remained in office 
until delivery. 

6. Obligations of the Authority shall be 
fully negotiable. In any suit, action or pro¬ 
ceeding involving the validity or enforceabi¬ 
lity of any obligation of the Authority or 
the security therefor, any such obligation 
reciting in sub.stance that it has been issued 
by the Authority to aid in financing a proj¬ 
ect pursuant to this ordinance shall be con¬ 
clusively deemed to have been issued for 
such purpose, and the project for which 
such obligation was issued shall be conclu¬ 
sively deemed to have been planned, located 
and carried out in accordance with the pur¬ 
poses and provisions of this ordinance. 

7. In connection with the issuance of obli¬ 
gations or incurring of obligations under 
lea.ses and to secure the payment of such 
obligations, the Authority, subject to the 
limitations in this ordinance, may; 

(a) Pledge all or any part of its gross or 
net rents, fees or revenues to which its right 
then exists or may thereafter come into ex¬ 
istence. 

(b) Provide for the powers and duties of 
obligees and limit their liabilities; and pro¬ 
vide the terms and conditions on which such 

obligees may enforce any covenant or rights 
securing or relating to the obligations. 

(c) Covenant against pledging all or any 
part of its rents, fees and revenues or 
against mortgaging any or all of its real or 
personal property to which its title or right 
then exists or may thereafter come into ex¬ 
istence or permitting or suffering any lien 
on such revenues or property. 

(d) Covenant with respect to limitations 
on its right to sell, lease or otherwise dis¬ 
pose of any project or any part thereof. 

(e) Covenant as to what other or addition¬ 
al debts or obligations may be incurred by 
it. 

(f) Covenant as to the obligations to be 
issued andi as to the issuance of such obliga¬ 
tions in escrow or otherwise, and as to the 
use and disposition of the proceeds thereof. 

(g) Provide for the replacement of lost, de- 
.stroyed or mutilated obligations. 

(h) Covenant against extending the time 
for the payment of its obligations or inter¬ 
est thereon. 

(i) Redeem the obligations and covenant 
for their redemption and provide the terms 
and conditions thereof. 

(j) Covenant concerning the rents and fees 
to be charged in the operation of a project 
or projects, the amount to be raised each 
year or other period of time by rents, fees 
and other revenues, and as to the use and 
dispo.sition to be made thereof. 

(k) Create or authorize the creation of 
special funds for monies held for construc¬ 
tion or operating costs, debt service, re¬ 
serves or other purposes, and convenant as 
to the use and disposition of the monies 
held in such funds. 

(l) Pre.scribe the procedure, if any, by 
which the terms of any contract with hold¬ 
ers of obligations may be amended or abro¬ 
gated, the proportion of outstanding obliga¬ 
tions the holders of which must consent 
thereto, and the manner in which such con¬ 
sent may be given. 

(m) Covenant as to the use, maintenance 
and replacement of its real or personal 
property, the insurance to be carried there¬ 
on and the use and disposition of insurance 
monies. 

(n) Covenant as to the rights, labilities, 
powers and duties arising upon the breach 
by it of any covenant, condition or obliga¬ 
tion. 

(o) Covenant and prescribe as to events of 
default and terms and conditions upon 
which any or all of its obligations become or 
may be declared due before maturity, and as 
to the terms and conditions upon which 
such declaration and is consequencies may 
be waived. 

(p) Vest in any obligees or any proportion 
of them the right to enforce the payment of 
the obligations or any covenants securing or 
relating to the obligations. 

(q) Exercise all or any part or combination 
of the powers granted in this section. 

(r) Make covenants other than and in ad¬ 
dition to the covenants expressly authorized 
in this section, of like or different character. 

(s) Make any covenants and do any acts 
and things necessary or convenient or desir¬ 
able in order to secure its obligations, or, in 
the absolute discretion of the Authority, 
tending to make the obligations more mar¬ 
ketable although the covenants, acts or 
things are not enumerated in this section. 

Article VII 

MISCELLANEOUS 

1. The Authority shall submit an annual 
report, signed by the Chairman of the 
Board, to the Council showing (a) a sum¬ 
mary of the year’s activities, (b) the finan¬ 
cial condition of the Authority, (c) the con¬ 
dition of the properties, (d) the number of 
units and vacancies, (e) any significant prob¬ 
lems and accomplishments, (f) plans for the 
future, and (g) such other information as 
the Authority or the Council shall deem 
pertinent. 

2. During his tenure and for one year 
thereafter, no commissioner, officer or em¬ 
ployee of the Authority, or any member of 
any governing body of the Tribe, or any 
other public official who exercises any re¬ 
sponsibilities or functions with regard to the 
project, shall voluntarily acquire any inter¬ 
est. direct or indirect, in any project or in 
any property included or planned to be in¬ 
cluded in any project, or in any contract or 
proposed contract relating to any project, 
unless prior to such acquisition, he discloses 
his interest in writing to the Authority and 
such disclosure Is entered upon the minutes 
of the Authority, and the commissioner, of¬ 
ficer or employee shall not participate in 
any action by the Authority relating to the 
property or contract in which he has any 
such interest. If any commissioner, officer 
or employee of the Authority involuntarily 
acquires any such interest, or voluntarily or 
involuntarily acquired any such interest 
prior to appointment or employment as a 
commissioner, officer or employee, the com¬ 
missioner, officer or employee, in any such 
event, shall immediately disclose his inter¬ 
est in writing to the Authority, and such 
disclosure shall be entered upon the min¬ 
utes of the Authority, and the commission¬ 
er, officer or employee shall not participate 
In any action by the Authority relating to 
the property or contract in which he has 
any such interest. Any violation of the fore¬ 
going provisions of this section shall consti¬ 
tute misconduct in office. This section shall 
not be applicable to the acquisition of any 
interest in obligations of the Authority 
Issued in connection with any project, or to 
the execution of agreements by banking in¬ 
stitutions for the deposit or handling of 
funds in connection with a project or to act 
as trustee under any trust indenture, or to 
utility services the rates for which are fixed 
or controlled by a governmental agency, or 
to membership on the Board as provided in 
Article IV, Section 1(a)(4). 

3. Each project developed or operated 
under a contract providing for Federal fi¬ 
nancial as.sistance shall be developed and 
operated in compliance with all require¬ 
ments of such contract and applicable Fed¬ 
eral legislation, and with all regulations and 
requirements prescribed from time to time 
by the Federal government in conni'ction 
with such assistance. 

4. The Authority shall obtain or provide 
for the obtaining of adequate fidelity bond 
coverage of its officers, agents, or employees 
handling cash or authorized to sign checks 
or certify vouchers. 

5. The Authority shall not construct or 
operate any project for profit. 

6. The property of the Authority is de¬ 
clared to be public property used for essen¬ 
tial public and governmental purposes and 
such property and the Authority are 
exempt from all taxes and special assess¬ 
ments of the Tribe. 
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7. All property including funds acquired or 
held by the Authority pursuant to this ordi¬ 
nance shall be exempt from levy and sale by 
virtue of an execution, and no execution or 
other judicial process shall issue against the 
same nor shall any Judgment against the 
Authority be a charge or lien upon such 
property. However, the provisions of this 
section shall not apply to or limit the right 
of obligees to pursue any remedies for the 
enforcement of any pledge or lien given by 
the Authority on its rents, fees or revenues 
or the right of the Federal government to 
pursue any remedies conferred upon it pur¬ 
suant to the provisions of this ordinance or 
the right of the Authority to bring eviction 
actions in accordance with Article V. Sec¬ 
tion 3< 1). 

Aaticlg VIII 

COOPERATION IN CONNEXTION WITH PROJECTS 

1. For the purpose of aiding and cooperat¬ 
ing in the planning, undertaking, con.struc- 
tion or operation of projects, the Tribe 
hereby agrees that: 

(a) It wilt not levy or impose any real or 
personal property taxes or special a.sse.ss- 
ments upon the Authority or any project of 
the Authority. 

(b> It will furnish or cause to be furnished 
to the Authority and the occupants of proj¬ 
ects all services and facilities of the same 
character and to the same extent as the 
Tribe furnishes from time to time without 
cost or charge to other dwellings and in¬ 
habitants. 

<c> Insofar as it may lawfully do so. it will 
grant such deviations from any present or 
future building or housing codes of the 
Tribe as are reasonable and nece-ssary to 
promote economy and efficiency in the de¬ 
velopment and operation of any project, and 
at the same time safeguard health and 
safety, and make such changes in any 
zoning of the site and surrounding territory 
of any project as are reasonable and neces¬ 
sary for the development and protection of 
such project, and the surrounding territory. 

(d) It will do any and all things, within its 
lawful powers, necessary or coinenient to 
aid and cooperate in the planning, under¬ 
taking. construction or opc-ration of proj¬ 
ects. 

<01 The Tribal Government hereby de¬ 
clares that the powers of the Tribal Govern¬ 
ment shall be vigorously utilized to enforce 
eviction of a tenant or homebuyer for non¬ 
payment or other contract violations includ¬ 
ing action through the appropriate courts. 

<f» The Tribal Courts shall have jurisdic¬ 
tion to hear and determine an action for 
eviction of a tenant or homebuyer. The 
Tribal Government hereby declares that 
the powers of the Tribal Courts shall be vig¬ 
orously utilized to enforce eviction of a 
tenant or homebuyer for nonpayment or 
other contract violatioas. 

2. The provisions of this Article shall 
remain in effect with respect to any project, 
and said provisions shall not be abrogated, 
changed, or modified without the consent of 
the Department of Housing and Urban Dt'- 
velopment. so long as (a) the project is 
owned by a public body or governmental 
agency and is used for low income housing 
purposes. <b> any contract between the Au¬ 
thority and the Department of Housing and 
Urban Development for loans or annual 
contributiorLs. or both, in connection with 
such project, remains in force and effect, or 
•c) any obligations issued in connection with 

such project or any monies due to the De¬ 
partment of Housing and Urban Develop 
ment in connection with such project 
remain unpaid, whichever period ends the 
latest. If at any time title to. or possession 
of. any project is held by any public body or 
governmental agency authorized by law to 
engage in the development or operation of 
low income housing including the Federal 
government, the provisions of this section 
shall inure to the benefit of and be enforced 
by such public body or governmental 
agency. 

Article IX 

APPROVAL BY SECRETARY OF THE INTERIOR 

With respect to any financial a.ssislance 
contract betw'een the Authority and the 
Federal goveniment. the Authority shall 
obtain the approval of the Secretary of the 
Interior or his designee. 

Footnotes 

Article I may be modified as deemed ap¬ 
propriate. 

-Article IV. .section l(a>. paragraphs (1). 
(2) and (3) may be modified. For example 
the number of board members may be more 
or less than five; the apixjintments may be 
made by the elected head of the tribal gov¬ 
ernment. rather than the Council, the IHA 
may be made a department or division of 
the tribal government, membership on the 
Board may be limited to those who are 
members of the tribe, or to those who are 
members of the Coiuicil. or to tho.se who are 
nonmembers of the Council, or to a certain 
number of any category. 

"Article IV. section l<b) may bt' modified 
to conform to changes in Article IV. section 
1(a). and as to the length of the term of 
membership. 

‘Article IV. Se-ction 1(c) may be modified 
as to the manner of aptiointment of the 
Chairman. For example, it may provide for 
appointment by the Board members or by 
the elected head of the tribal government. 
This paragraph may also be modified as to 
the manner of appointment of the other of¬ 
ficials. 

‘Article IV. Section ltd) may be modified, 
but adequate safeguards agaiiLst arbitrary 
removal shall be included. 

••Article IV. Section 1(f) may be modified 
if detmied appropriate, where the full Board 
consists of more than 5 members. 

'Article VIII. Section 1(f) may be modi¬ 
fied to insert the name of the appropriate 
court, or it may be deleted where it is dem- 
oiLstrated to HUD that the jurisdiction for 
evictions is vested in other than tribal 
courts (e.g.. State courts or Courts of Indian 
Offenses). 

Swbport B—Developmeol 

§ S05.2(ll Definitions. 

See §§ 805.102 and 805.430. 

§ S().>.202 Rules and responsibilities of 
Federal agencies. 

HUD. IHS and BIA shall coordinate 
functions and funding in accordance 
with the Interdepartmental Agree¬ 
ment. HUD assistance shall not in¬ 
clude items or services w'hich either 
BIA or IHS has agreed to provide or 
fund under the Interdepartmental 
Agreement, or items or services other¬ 

wise provided by other Government 
agencies. 

§ S0.>.20;I Production methods and re¬ 
quirements. 

(a) Justification for Production 
Method. The IHA's application for a 
Project shall state which of the pro¬ 
duction methods described in this sec¬ 
tion it prefers to use supported by a 
justification for the use of the pro¬ 
posed method, such as economy, qual¬ 
ity. design, expeditious completion and 
maximum competition. The method to 
be used shall be approved by HUD in 
the agreement entered into as a result 
of the Project Coordination Meeting 
(see § 805.208). 

Turnkey Method. Under the Turn¬ 
key method, the IHA advertises for de¬ 
velopers to submit proposals to build a 
Project described in the IHA’s Invita¬ 
tion for proposals. The Invitation for 
Proposals may. when approved by 
HUD. prescribe the sites to be used. 
The IHA selects, subject to HUD ap¬ 
proval. the best of the proposals re¬ 
ceived. taking into consideration price, 
design, the developer’s experience and 
other evidence of the developer’s abili¬ 
ty to complete the Project. After HUD 
approval of the proposal selected by 
the IHA. the working draw'ings and 
specifications are agreed to by the de¬ 
veloper. the IHA. and HUD. and the 
developer and the IHA enter into a 
Contract of Sale. Upon completion of 
the Project in accordance with the 
Contract of Sale, the IHA purchases 
the Project from the developer. The 
IHA may employ an architect to assist 
in evaluating proposals and negotiat¬ 
ing the working drawings and specifi¬ 
cations. The IHA provides inspection 
services by an architect, engineer or 
other qualified person. The developer 
shall not be required by the IHA or 
HUD to post a bond for performance 
or payment. 

(c) Modified Turnkey Method. (1) 
Before advertising for Turnkey pro¬ 
posals; (i) The site or sites for the 
housing shall have been selected in ac¬ 
cordance with §805.217. (ii) the work¬ 
ing drawings and specifications for the 
housing shall have been prepared by 
the IHA and approved by HUD. and 
(iii) on the ba.sis of those drawings and 
specifications. HUD shall have ap¬ 
proved an estimate of the Total Devel¬ 
opment Cost and separate statements 
of the estimated total construction 
contract price, which HUD has deter¬ 
mined to be reasonable and within the 
applicable prototype cost and other 
limitations. 

(2) The invitation for Turnkey Pro¬ 
posals shall be based upon a develop¬ 
er’s packet which includes a descrip¬ 
tion of the preselected sites and the 
working drawings and specifications as- 
described above. Accordingly, each de¬ 
veloper shall be required to submit a 
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firm price for purposes of a Contract 
of Sale. The developer shall not be re¬ 
quired by the IHA or HUD to post a 
bond for performance or payment. 

(3) When the developer has been se¬ 
lected by. the IHA and approved by 
HUD. the Development Program shall 
be prepared and submitted to HUD for 
approval. After execution of the ACC, 
the Contract of Sale shall be executed. 

(4) Upon completion of the Project 
in accordance with the Contract of 
Sale, the IHA purchases the Project 
from the developer. 

(d) Conventional Method. Under the 
Conventional Method, the IHA, after 
HUD approval of the plans and speci¬ 
fications. shall advertise for contrac¬ 
tors to build the project. The contrac¬ 
tor shall be required to provide assur¬ 
ance in the form of 100 percent per¬ 
formance and payment bonds, or 
other security approved by HUD. The 
contractor receives progress payments 
during construction, and a final HUD 
approved payment upon completion in 
accordance with the contract. 

(e) Acquisition of Existing Housing 
(U'ith or without rehabilitation). 
Under the Acquisition method, the 
IHA acquires existing housing which 
may need only minor repairs or may 
require substantial rehabilitation. 
Repair or rehabilitation may be ac¬ 
complished prior to acquisition using 
Turnkey procedures or after acquisi¬ 
tion. as authorized by HUD. 

(f) Force Account Method. (1) Under 
the Force Account method an IHA 
performs construction or rehabilita¬ 
tion in a manner similar to a contrac¬ 
tor, using a work force entirely em¬ 
ployed by and under the supervisions 
of the IHA. or in combination with 
contracts for those portions of the 
work which can be belter or more eco¬ 
nomically performed by an independ¬ 
ent contractor. Force Account work 
shall be subject to Davis-Bacon wage 
rates. 

»2) The Force Account method may 
be used for development of a new con¬ 
struction Project only (i) in exception¬ 
al cases, (ii) with the approval of the 
HUD Assistant Secretary for Housing, 
and <iii) if the tribe agrees in writing 
to cover any costs in excess of the 
HUD-appro\ed Development Cost, in¬ 
cluding contingencies, and demon¬ 
strates that it has the financial re¬ 
sources to meet the excess costs up to 
a specified amount. 

3) The HUD Field Office may ap¬ 
prove use of the Force Account 
method, (i) For repair and rehabilita¬ 
tion of existing housing acquired by 
the IHA. (ii) for correction of deficien¬ 
cies in design, construction or equip¬ 
ment (Where allowed under 

805.223(b)(l). and (iii) for completion 
of units where the original contractor 
does not complete. 

(4) In any case, whether under para¬ 
graph (2) or (3). the IHA must justify 
use of the Force Account method and 
demonstrate the capabilities of the 
IHA to achieve timely completion of 
the work within the Total Develop¬ 
ment Cost, and with the additional as¬ 
surances provided by the tribe. 

(g) Public Advertisement. Contracts 
for development of a Project may be 
awarded, to Indian Organizations and 
Indian-owned Economic Enterprises or 
to other construction contractors, only 
after public advertisement for compet¬ 
itive proposals. The advertisement 
shall inform all prospective contrac¬ 
tors of the amount of the applicable 
prototype cost limit and of the maxi¬ 
mum total contract price which has 
been determined to be reasonable (see 
§ 805.212(b)). 

§ 805.204 Indian preference in contracting. 

(a) Preference in the Award of Con¬ 
tracts. (1) An IHA shall to the greatest 
extent feasible under this Part give 
preference in the award of contracts in 
connection with a Project to Indian 
Organizations and Indian-owned Eco¬ 
nomic Enterprises. 

(2) With HUD approval, an IHA may 
publish an advertisement limited to 
qualified Indian Organizations and 
Indian-owned Economic Enterprises. 
If the IHA publishes an advertisement 
open to all qualified contractors. 
Indian or non-Indian, preference over 
a non-Indian enterprise shall be given 
to a qualified Indian enterprise whose 
price does not exceed the lowest price 
by more than one percent, 

(3) If the advertisement for propos¬ 
als is to be limited to qualified Indian 
enterprises, the IHA with HUD ap¬ 
proval. may publish a prior invitation 
for Indian enterprises to submit a 
Statement of Intent to respond to 
such an advertisement when pub¬ 
lished. and to furnish with the State¬ 
ment of Intent, or within a specified 
period of time, evidence sufficient to 
establish their qualifications in ac¬ 
cordance with paragraph (a)(4) of this 
Section. 

(4) A prospective contractor seeking 
to qualify as an Indian Organization 
of Indian-owned Enterprise shall 
submit with or prior to submission of 
his bid or proposal: 

(i) Evidence showing fully the extent 
of Indian ownership and interest. 

(ii) Evidence of structure, manage¬ 
ment and financing affecting the 
Indian character of the enterprise, in¬ 
cluding major subcontracts and pur¬ 
chase agreements: material or equip¬ 
ment supply arrangements: and man¬ 
agement. salary or profit-sharing ar¬ 
rangements: and evidence showing the 
effect of these on the extent of Indian 
ownership and interest. 

(iii) Evidence sufficient to demon¬ 
strate to the satisfaction of the IHA 

and HUD that the prospective con¬ 
tractor has the technical, administra¬ 
tive and financial capability to per¬ 
form contract work of the size and 
type involved and within the time pro¬ 
vided under the proposed contract (see 
§805.211 (O). 

(b) Required Contract Clause. The 
IHA shall incorporate the following 
clause (referred to as a Section 7(b) 
clause) in each contract awarded in 
connection with a Project: 

(1) The work to be performed under thi.s 
contact is on a project subject to Section 
7(b) of the Indian Self-Determination and 
Education Assistance Act (25 U.S.C. 450e 
<b)). Section 7(b) requires that to the great¬ 
est extent feasible (i) preferences and op¬ 
portunities for training and employment 
shall be given to Indians, and (ii) prefer¬ 
ences in the award of contracts and subcon¬ 
tracts shall be given to Indian organizations 
and Indian-owned Economic Enterprises. 

(2) The parties to this contract shall 
comply with the provisipns of said Section 
7(b) and all HUD requirements pursuant 
thereto. 

(3) The contractor shall, in connection 
with this contract, to the greatest extent 
feasible, give preference in the award of any 
subcontracts to Indian organizations and 
Indian-owned Economic Enterprises, and 
preferences and opportunities for training 
and employment to Indians. 

(4) The contractor shall include this Sec¬ 
tion 7(b) clause in every subcontract in con¬ 
nection with the project, and shall, at the 
direction of the IHA. take appropriate 
action pursuant to the subcontract upon a 
finding by the IHA or HUD that the sub¬ 
contactor is in violation of the Section 7(bi 
clause. 

(c) Additional Indian Preference Re¬ 
quirements. An IHA may. with HUD 
approval, provide for Indian prefer¬ 
ence requirements in addition to those 
under § 805.204(a) and the Section 7(b) 
clause required under § 805.204(b). as 
conditions for the award of. or in the 
terms of. any contract in connection 
with a Project if the additional Indian 
preference requirements are consist¬ 
ent with the objectives of the Section 
7(b) clause. Such additional Indian 
preference requirements may not 
result in a higher cost or greater risk 
of non-performance or longer period 
of performance. 

(d) Inclusion of All Preference Re¬ 
quirements in Information for Pros¬ 
pective Contractors. With respect to 
any contract, the information for pros¬ 
pective contractors shall set forth all 
Indian preference requirements affect¬ 
ing award of. or to be included in the 
terms of. the contract. 

§ 803.205 Allocations of contract authori- 

t.v. 

HUD will allocate contract authority 
for Indian housing in conformance 
with Section 213(d) of the Housing 
and Community Development Act of 
1974. 
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§ Submission and HI 1) review of 
Application for Program Keservatii»n. 

(a) SubrnUsion to HUD. To apply for 
a Project, an IHA shall submit an ap¬ 
plication on the form prescribed by 
HUD. The application shall be accom¬ 
panied by a resolution of the local gov¬ 
erning body approving the application 
for a preliminary loan, if a preliminary 
loan is requested. Where the provi¬ 
sions for the necessary local govern¬ 
ment cooperation (as iji Subpart A— 
Appendix I. Article VIII) are not con¬ 
tained in the ordinance or other enact¬ 
ment creating the IHA. the IHA .shall 
submit an executed cooperation agree¬ 
ment. or a showing that a cooperation 
agreement already exists for the loca¬ 
tion involved sufficient to cover the 
number of units in the application. 

(b) Action on Application. (1) HUD 
shall begin processing of a complete 
application as soon as possible after 
receipt. Within 10 working days of its 
receipt of the application, HUD shall 
notify the applicant of the approxi¬ 
mate date, «hich shall be as soon as 
po.ssible. by which HUD will act on the 
application. 

(2) The application shall designate 
at least the general ^locations of the 
proposed housing. To expedite proc¬ 
essing. the application may be accom¬ 
panied by comments on the applica¬ 
tion by the Chief Executive Officer on 
behalf of the local government. (For 
areas with a Housing Assistance Plan, 
see § 891.203(b). For other areas, see 
§ 891.304(b).) 

(3) OMB Circular A-95 includes the 
following provisions: 

• • • Applications from federally recog¬ 
nized Indian tribes are not subject to the re¬ 
quirements of OMB Circular A-95. However. 
Indian tribes may voluntarily participate in 
the Project Notification and Review Sy.stem 
and are encouraged to do so. Federal Agen- 
cie.s will notify the appropriate State and 
areawide clearinghouses of any applications 
from federally recognized Indian tribes 
upon their receipt. Where a federally recog¬ 
nized Tribal Government has established a 
mechanism for coordinating the activities of 
Tribal departments, divisions, enterprises, 
and entities. Federal agencies will, upon re¬ 
quest of such Tribal Government transmit¬ 
ted through the Office of Management and 
Budget, require the applications for assist¬ 
ance under programs co\ered by this Part 
from such Tribal department.s. divisions, en¬ 
terprises. and entities be subject to review 
by such Tribal coordinating mechanism as 
though it were a State or area wide clearing- 
hoase * * *" 

(4) If the application is approved, a 
Program Reservation on the form pre¬ 
scribed by HUD shall be is.sued to the 
IHA. The Program Resenation shall 
specify whether the Project is Rental 
or Mutual Help, the total number of 
dwelling units, and the number of 
units for the elderly or handicapped, if 
any. The Program Reservation shall 
set a time limit of not to exceed one 
year within which the IHA must 

submit an approvable Development 
Program. (See § 805.208(d)). 

(5) If (he application is disapproved. 
HUD shall give the IHA a written no¬ 
tification of disapproval and of the 
reasons therefor. If the application is 
approved for fewer units than request¬ 
ed. HUD shall issue a Program Reser¬ 
vation with re.spect to the total 
number of dwelling units approved, 
and the written notification to the 
IHA shall include a statement of the 
reasons for not approving the number 
of units requested. The notification 
under this paragraph (b)(5) shall state 
the time within which any objections 
to the HUD action may be pre.sented 
to the field office director. 

§ so,).2(1,' Frcrequi.sites for application ap- 

pro^al. 

(a> Determination of Administrative 
Capabilitv- An application shall not be 
approx ed unless HUD determines that 
the IHA has. or will achieve within a 
reasonable time prescribed by HUD. 
the capability to provide adequate ad¬ 
ministration in compliance with all ap¬ 
plicable HUD requirements of the pro¬ 
posed Project and other IHA Projects 
without an unreasonable need for con¬ 
tinuing HUD a-ssistance. Approval of 
an application shall not be withheld 
because of minor administrative defi¬ 
ciencies. As a minimum, however, the 
IHA shall have the capability to 
comply with all HUD requirements for 
prompt completion of development, 
the maintenance of complete and ac¬ 
curate books of accounts and records, 
the proper handling of funds, the 
timely preparation and submission of 
reports, the maintenance of the prop¬ 
erty. the occupancy of the housing 
units, determination of rents and re¬ 
quired Homebuyer payments, the 
Prompt collection of rents and re¬ 
quired Homebuyer payments, and the 
prompt processing of evictions in cases 
of nonpayment or other serious 
breach of a lease or Homebuyer agree¬ 
ment. 

(6) Action When IHA Lacks Adminis¬ 
trative Capability. (1) If HUD cannot 
approve an application becaase the 
IHA does not have the capability to 
provide adequate administration of 
the proposed Project and other IHA 
Projects, and if the IHA wishes to 
achieve and maintain such capability, 
HUD shall assist the IHA to the 
extent of funds and staff available to 
HUD for this purpose. In such case, an 
application will be approvable after; 

(i) Adequate administrative capabili¬ 
ty has been achieved; or 

(ii) The IHA has adopted a plan, sat¬ 
isfactory to HUD, to achieve adequate 
administrative capability within a 
specified reasonable time, and after 
the IHA has demonstrated good faith 
and diligence in carrying out the plan. 
If achievement of final goals under 

such a plan will require an extended 
period of time, the plan shall include 
interim goals. The achievement of in¬ 
terim goals may be considered by HUD 
to be a sufficient demonstration of the 
IHA's good faith and diligence in car¬ 
rying out the plan. 

(2) If HUD determines that the 
number of required units is too small 
for development of adequate adminis¬ 
trative capability, the IHA shall be .so 
advised, with a recommendation to 
combine with other IHAs or to obtain 
necessary assistance from the tribe, 
the BIA or other sources. 

(c) Preliminary Feasibility Determi¬ 
nation. An application for a Program 
Reservation may be approved only if 
HUD determines that it is likely that 
the feasibility requirements for ap¬ 
proval of the Development Program 
under § 805.220 or § 805.404(g). as the 
case may be. can lie met. 

§ 80.5.2()S Interagency and tribal coordina¬ 

tion. 

(a) Inasmuch as several agencies 
(IHA. HUD. BIA and IHS) and the 
tribal government each have an e.ssen- 
tial role to play and contribution to 
make to development of a Project, the 
proce.ss of cooperation and coordina¬ 
tion shall begin as soon as prospective 
sites have been identified and shall 
thereafter continue throughout the 
development process. 

(b) In the case of IHA’s established 
by tribal ordinance, each Preliminary 
Site Report which is submitted to 
HUD for tentative site approval shall 
be accompanied by written concur¬ 
rence of the tribal government, in ad¬ 
dition to the approvals of BIA and 
IHS in accordance with § 805.217(a). 
The concurrence of each party shall 
constitute a commitment by the party 
that it will provide the funds, actions 
and/or services which have been 
agreed upon, and that this commit¬ 
ment will not be released unless the 
Program Re.servation is cancelled. The 
final decision as to site approval shall 
be made by HUD. 

(c) The IHA shall submit, with or 
prior to approval of the Development 
Program, and agreement between the 
IHA and the tribal government which 
shall describe, as specifically as possi¬ 
ble. the funds, actions and/or services 
which are to be provided by the BIA. 
those which are to be provided by the 
IHS, and those which are to be pro¬ 
vided by the tribal government itself 
(including block grant or other funds, 
as applicable). The agreement shall 
also express the tribal government’s 
commitment to use its best efforts to 
assure that the funds, actions and/or 
.services so identified will be provided 
as needed for purposes of prompt de¬ 
velopment of the project. The tribal 
government shall have the basic re¬ 
sponsibility for agreeing with IHS and 
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BIA for the necessary participation 
and/or contribution by the BIA and 
IHS. 

(d) Promptly after issuance of the 
Program Reservation, a Project Co¬ 
ordination Meeting shall be held in ac¬ 
cordance with the procedures stated in 
paragraph 3 of the Interdepartmental 
Agreement. The tribal government 
shall be represented at this meeting. 
Periodically, the tribal government, 
the IHA, HUD and the other con¬ 
cerned federal agencies shall consult 
and evaluate the progress of the Proj¬ 
ect development, identify any prob¬ 
lems which may threaten compliance 
with the one-year time limit for sub¬ 
mission of an approvable Development 
Program (see §805.206) and agree 
upon appropriate corrective action. If 
it appears at the last such evaluation 
prior to the end of the one-year period 
that the time limit will not be met, the 
parties shall determine whether an ap¬ 
provable Development Program can be 
submitted in a reasonable time and 
whether an extension of the time limit 
should be recommended to HUD. 
After considering the results of the 
evaluation, HUD shall determine 
whether to extend the time limit, or to 
cancel the Program Reservation and 
commitment of contract and budget 
authority thereunder. 

(e) After approval of the Develop¬ 
ment Program, similar periodic meet¬ 
ings shall be continued for purposes of 
assuring timely completion of con¬ 
struction to the point of occupancy. 

(f) In the case of projects for which 
no financial assistance is to be pro¬ 
vided by IHS or BIA, their participa¬ 
tion in carrying out the provisions of 
this section shall be encouraged. 

§ 805.209 Preliminary loans. 

(a) If an application is approved and 
a Program Reservation is issued, HUD 
may approve a Preliminary Loan to 
pay the cost of preliminary surveys 
and planning (including the cost of ap¬ 
praisals) in respect to the number of 
units covered by the Preliminary Loan 
Contract. Except as provided in para¬ 
graph (b) of this section, the amount 
of the Preliminary Loan may not be 
more than 3 percent of a Total Devel¬ 
opment Cost which can be supported 
by the amount of ACC Contract Au¬ 
thority obligated under the Program 
Reservation. 

(b) HUD may approve Preliminary 
Loan funds in addition to the 3 per¬ 
cent or for purposes other than pre¬ 
liminary surveys and planning, if it 
has been shown to the satisfaction of 
HUD that: (I) Because of unusual cir¬ 
cumstances it is essential that Devel¬ 
opment Costs in such amount or for 
such purpose be incurred prior to ex¬ 
ecution of the ACC, (2) the Project 
will successfully proceed to ACC, and 
(3) the governing body of the locality 

has agreed to provide the local cooper¬ 
ation required by the Act. 

(c) Preliminary Loan funds shall in 
no event be provided or used for pur¬ 
poses, or in amounts, that would not 
be approvable for inclusion in a Devel¬ 
opment Cost Budget. 

(d) The IHS shall submit for HUD 
approval, together with the applica¬ 
tion for a Preliminary Loan, a pro¬ 
posed Preliminary Loan Budget. Pre¬ 
liminary Loan Funds shall not be ap¬ 
proved or expended except in accord¬ 
ance with a HUD-approved Prelimi¬ 
nary Loan Budget. 

(e) Use of development or operating 
funds of other Projects under ACC to 
cover costs for a Project which has not 
reached ACC is strictly prohibited. 

§805.210 Development program. 

The ACC for a Project shall not be 
executed until the IHA has adopted, 
and HUD has approved, the Develop¬ 
ment Program for the Project. 

§805.211 ContractH in connection with de¬ 
velopment. 

(a) The IHA shall not enter into the 
Construction Contract for a Project 
prior to execution of the ACC for the 
Project. 

(b) The IHA shall not, without HUD 
approval, enter into any contract in 
connection with the development of a 
Project, including contacts for work, 
materials or equipment, or for archi¬ 
tectural, engineering, consultant, 
legal, or other professional services, 
without HUD approval. This require¬ 
ment shall not apply to MHO Agree¬ 
ments in the form prescribed by HUD 
or such other types of contracts as 
HUD may specify. 

(c) The IHA shall not award a Con¬ 
struction Contract for the Project 
until the prospective contractor has 
demonstrated the technical, adminis¬ 
trative and financial capability to per¬ 
form contract work of the size and 
type involved and within the time pro¬ 
vided under the contract. 

§8.50.212 Design. 

(a) The design of the housing shall 
take into account: (1) The extra dura¬ 
bility required for safety and security 
and economical maintenance of such 
housing, (2) the provision of amenities 
designed to guarantee a safe and 
healthy family life and community en¬ 
vironment, (3) the application of good 
design as an essential component of 
such housing for safety and security 
as well as other purposes, (4) the 
maintenance of quality in architecture 
to reflect the standards of the commu¬ 
nity, (5) climatic conditions, and (6) 
the need for maximizing the conserva¬ 
tion of energy for heating, lighting, 
and other purposes. The Minimum 
Property Standards (24 CFR Part 200, 

Subpart S) shall also be taken into ac¬ 
count, but shall not be controlling. 

(b) The IHA shall prepare and 
submit to HUD a basic outline for a 
minimum acceptable house for its ju¬ 
risdictional area in accordance with 
the applicable design standards, and 
attendant water supply and waste dis¬ 
posal facilities. This shall be done 
after appropriate consultation with 
families to be housed. This recom¬ 
mended outline should provide for 
variations of the interior to suit partic¬ 
ular cultural or family needs and for 
exterior variations such as in type of 
material, roof design and overhangs. 
HUD shall approve a basic outline of 
the housing and facilities which HUD 
has determined can be constructed 
within the applicable prototype cost 
limit, and the maximum total con¬ 
struction contract price which has 
been determined to be reasonable. 
These amounts shall be stated in 
HUD’S approval, and shall be included 
in the advertisement for proposals or 
bids pursuant to § 805.203(g). Follow¬ 
ing HUD approval of the basic outline, 
the IHA shall prepare the drawings 
and specifications needed for adver¬ 
tisement for proposals or bids (see 
§805.203) and shall submit these, to¬ 
gether with the remainder of the doc¬ 
uments needed for purposes of the ad¬ 
vertisement, to HUD for its approval. 

§805.213 Prototype costs in Indian areas. 

(a) Establishment of Special Sepa¬ 
rate Prototype Cost Areas. Where 
trade conditions and economic influ¬ 
ences cause construction costs in an 
Indian Area or portion thereof to be 
significantly different from such costs 
in adjoining areas, HUD shall estab¬ 
lish or amend the published portion 
thereof, as a separate Indian proto¬ 
type cost area. 

(b) Factors to be Considered in Es¬ 
tablishing Prototype Cost for Separate 
Prototype Cost Areas. (1) When HUD 
establishes or amends the published 
prototype costs for a separate Indian 
prototype costs area (See Appendix A 
to 24 cm. Part 841), consideration 
shall be given to all relevant factors 
including pertinent trade conditions 
and economic influences. The factors 
to be considered include, where appli¬ 
cable, the following: Local customs; 
abnormal climatic conditions: the lo¬ 
gistical problems associated with pro¬ 
jects of remote location, low density 
and/or scattered sites; availability of 
skilled labor or acceptable materials: 
provisions for the use of wood or coal 
as an alternative heat source; and, 
with respect to trust or restricted land, 
the unavailability of the legal protec¬ 
tion normally available for enforce¬ 
ment of claims by contractors, labor¬ 
ers and materialmen. In addition, pro¬ 
totype costs shall provide for features, 
appropriate for the area, designed to 
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conserve energy, lower utility costs, or 
utilize indigenous energy sources. 

(2) The determination of prototype 
cost is based on a prototype design. A 
copy of the prototype design on which 
a published prototype cost is based 
shall be supplied to the IHA, for guid¬ 
ance in preparing the basic house 
design under § 805.212(b). 

(c) Revision of Prototype Cost IHAs 
shall design projects that can be built 
within the prototype cost limit and 
the maximum total construction con¬ 
tract price sS determined by HUD 
under § 805.212(b). If an IHA finds 
that a proposed house design cannot 
be built within 110 percent of the ex¬ 
isting prototype cost because construc¬ 
tion costs have increased since the 
date of the data on which the existing 
prototyE>e cost was based (but not be¬ 
cause the design has more expensive 
features than the prototype design), 
the IHA shall so state in its submis¬ 
sion to HUD of the basic outline pur¬ 
suant to § 805.212(b) and request a re¬ 
vision of the prototype cost. The re¬ 
quest shall be accompanied by evi¬ 
dence of the cost increase. HUD shall 
agree to revise the prototype cost only 
if (1) it determines that the evidence 
of cost increases supports the request 
and (2) the design cannot be modified 
to reduce the cost sufficient to permit 
construction without a revision of the 
prototype cost. 

§ S0.J.211 DcTciopmcnt co.st. 

(a) TotaZ Development Cost The 
IHA shall complete development of 
each Project at the lowest possible 
cost, and in no event at a cost in excess 
of the Total Development Cost ap¬ 
proved by HUD. 

(b) Cost Limits— (1) Prototype Cost 
Limit—New Construction Projects. 
Dwelling construction and equipment 
cost for a new construction Project 
shall not exceed the sum of the unit 
prototype costs (as published by HUD 
for the area) for the homes of various 
sizes and types comprising the Project: 
Provided, That this limit may be in¬ 
creased to an amount not exceeding 
110 percent of such sum. if approved 
by HUD on the basis of special justifi¬ 
cation. 

(2) Acquisition Projects. For a Proj¬ 
ect developed under the Acquisition 
method (see § 805.203(d)). Total Devel¬ 
opment Cost shall not exceed 90 per¬ 
cent (or an appropriately lower per¬ 
centage if the Project has a projected 
useful life of less than 40 years in the 
case of a Rental Project, or of less 
than 25 years in the case of an MH 
Project) of the imputed Development 
Cost of a comparable hypothetical 
newly constructed low income housing 
project. 

(c) Streets and Driveways. The De¬ 
velopment Cost of a Project may in¬ 
clude the planning, construction and 
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inspection costs of providing on-site 
streets, sidewalks, curbing and street¬ 
lights for such Project. Where BIA is 
to assume responsibility for mainte¬ 
nance of streets after the housing de¬ 
velopment is completed, BIA shall be 
given the opportunity to review the 
design and to inspect the construction 
of the street. The cost of driveways 
within the boundaries of a multi-unit 
site, or within the boundaries of the 
individual homesites, in the case of a 
scattered site Project, may also be in¬ 
cluded in Development Cost. The total 
cost of driveways may not, unless spe¬ 
cifically agreed to by HUD, exceed one 
and one-half percent of the HUD-ap- 
proved Dwelling Construction and 
Equipment Cost for the Project. De¬ 
velopment Cost shall not include the 
cost of providing the access roads re¬ 
ferred to in 5 805.216(b). The cost of 
obtaining access to the site during con¬ 
struction, or costs due to delays in con¬ 
struction because of inaccessibility of 
the .site, shall not be included in De¬ 
velopment Cost, 

(d) Water and Sanitation; Electric¬ 
ity and Fuel Distribution Systems. 

Development Cost may include: (1) 
The costs of providing water, sew^er, 
electrical and fuel facilities within the 
boundaries of any multi-unit site, or 
within the boundaries of the Individu¬ 
al homesites in the case of a scattered 
site Project: hookups to the appropri¬ 
ate distribution systems, if such sys¬ 
tems are available to the multi-unit 
site, or to the homesites of a scattered 
site Project: or the pro rata cost of a 
community water and sewer system 
where required in accordance with sec¬ 
tion 8h(2) of the Interdepartmental 
Agret*ment. Where reasonably short 
extensions are needed to make the 
utility distribution system available to 
the site, such costs may be included in 
the Development Cost if the cost can 
be justified on the basis of net savings 
in the Development Cost or long-term 
savings based upon utility analysis. 

(2) The costs of providing on-site 
wells, septic tanks, electrical generat¬ 
ing and fuel storage facilities and dis¬ 
tribution systems. 

(e) Exclusion of Costs for Facilities, 
Improvements or Services to be Pro¬ 
vided by IHS or BIA. Development 
Cost shall not include costs of the 
facilities or improvements described in 
paragraphs (c) or (d) of this section 
which are to be provided by the local 
government or utility company or with 
respect to an IHA of a Federally Rec¬ 
ognized Tribe by IHS or BIA, or of 
services to be provided by IHS or BIA 
pursuant to the Interdepartmental 
Agreement, unless such costs' are 
offset by other parties assuming costs 
that would otherwise be included in 
the development cost. 

(f) Nondwelling Facilities. Manage¬ 
ment, maintenance, and community 

space and facilities may be approved 
for inclusion in the Development Cost 
for a Rental or an MH Project. In ad¬ 
dition. where necessary and feasible to 
achieve adequate fire protection. HUD 
may approve inclusion of the cost of 
providing adequate fire warning de¬ 
vices and extinguishing equipment, 
and also may approve inclusion of all 
or a part of the reasonable expense of 
obtaining the required fire-fighting 
equipment and space for its storage. In 
areas subject to severe storms, consid¬ 
eration may also be given to the inclu¬ 
sion of the cost of storm shelter space 
in a Project. 

(g) Contingency Allowance. HUD 
may permit a contingency allowance 
of up to five percent for a Project de¬ 
veloped under the Conventional or 
Force Account method, and up to one 
percent for a Project developed under 
the Turnkey method. However, if 
HUD determines in writing that a 
higher contingency allowance is neces¬ 
sary because of special circumstances 
set forth in the determination, a 
higher contingency allowance may be 
permitted, not to exceed ten percent 
for a Project developed under the Con¬ 
ventional or Force Account method, 
and three p>ercent for a Project devel¬ 
oped under the Turnkey method. 

(h) Initial Insurance Premiums. The 
insurance premiums for the first three 
years may be included in Development 
Cost, with no obligation for reimburse¬ 
ment from operating receipts. 

(i) Training of tenants. The Develop¬ 
ment Cost Budget submitted with the 
Development Program for a Rental 
Project may include an estimated 
amount for costs of a HUD-approved 
tenant counseling program (for coun¬ 
seling of homebuyers in MH projects 
see §805.429) not to exceed $500 per 
dwelling unit (including follow-up 
needs during the management stage 
and counseling in connection with 
turnover). The approved amount for 
counseling shall be included in the 
Contract Award Development Cost 
Budget. 

§ 80.>.21.’» Design for ecoaoraj in fuel con¬ 
sumption. 

(a) Choice Amojig Feasible Options. 
In selecting from among feasible op¬ 
tions and in designing installations for 
heating and cooking, particular atten¬ 
tion shall be given to maximum econo¬ 
my in the cost of fuel, adequacy for 
the purposes intended, maximum 
economy in maintenance and the long¬ 
term reliability of fuel supplies. All op¬ 
tions which are feasible in the locality 
shall be examined, and HUD shall pro¬ 
vide technical assistance for this pur¬ 
pose. 

(b) Cost of Alternate Fuel System, 
Development Cost may include, where 
availability and cost of fuel and local 
preferences indicate, the design, con- 
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struclion and equipment costs of an al¬ 
ternate fuel system, either primary or 
supplemental, such as coal or wood 
stoves or fireplaces. Where locally 
available coal or wood offers a ready 
supply of fuel at costs less than those 
of other fuels which might be used, 
strong consideration should be given 
to requests for the installation of 
stoves or fireplaces as a supplemental 
or primary system for heating and/or 
cooking. A further possibility is the 
supplemental . installation of stove 
flues only, which would permit resi¬ 
dents to install coal or wood burning 
stoves at their individual option and 
expense. 

§. 805.21 fi Site selection. 

(a) Relation to Local and Regional 
Plans. Site selection shall be made 
with due regard for local and regional 
plans. 

(b) Access Roads. An access road up 
to the boundaries of a multi-unit site 
shall be provided by the BIA, the 
tribe, or other appropriate agency 
without cost to the Project. In the 
case of a scattered site Project, access 
roads up to the boundaries of the indi¬ 
vidual homesites shall be provided by 
the Ilomebuyer, the tribe, or other ap¬ 
propriate agency without cost to the 
Project. In all cases, access roads shall 
provide .safe and suitable vehicular 
access at all times. No site may be ap¬ 
proved unless such access roads exist, 
or a written assurance has been ob¬ 
tained from the responsible entity 
prior to site approval that they will be 
provided in time for construction pur¬ 
poses, and that the requisite roads will 
be constructed in time for occupancy 
of the proposed Project, and will be 
maintained for continuous accessibil¬ 
ity to the Project. 

(c) Water and Sanitation. The IHA 
shall, prior to site approval, obtain a 
wTitten assurance from the IHS, or 
from the appropriate local agency, 
that water and sanitation facilities ac¬ 
ceptable to the IHS. or to HUD W'here 
the IHS has no jurisdiction, exist or 
w'ill be provided in time for occupancy 
of the housing. (See also section 8 of 
the Interdepartmental Agreement). 

(d) Lighting, Heating and Cooking 
Sources. The IHA shall, prior to site 
approval, obtain a written assurance 
from the appropriate utility compa¬ 
nies. or other entities providing the 
requisite lighting, heating and cooking 
sources, that the sources exist or will 
be provided in time for occupancy of 
the housing. The statement of assur¬ 
ance shall include the rates currently 
in effect, and. where possible, informa¬ 
tion concerning anticipated increases 
for the next year. 

(e) Physical Characteristics of Site. 
The physical characteristics of a site 
shall be such that the costs of surveys 
and planning, including but not limit¬ 

ed to test borings and test well drill¬ 
ing, are expected to be reasonable, and 
the physical characteristics shall fa¬ 
cilitate overall economy in site prepa¬ 
ration, construction and management. 

(f) Topography. (1) Sites with domi¬ 
nant grades in excess of ten percent 
shall be avoided where possible. 

(2) Low'-lying and flat sites shall not 
be approved unless practical and eco¬ 
nomical means of surface drainage can 
be provided to accommodate the level 
of rainfall expected. 

(3) The topKjgraphy shall permit an 
acceptable arrangement for the pro¬ 
posed number and type of units. If the 
topography of a proposed site raises 
serious doubt as to the suitability of 
the site, HUD may require the prepa¬ 
ration of site feasibility study in order 
to establish whether the site can be 
utilized satisfactorily. 

(g) Subsurface Conditions and Natu¬ 
ral Hazards. (1) Where there is any 
evidence to suggest that a site may 
have unsuitable bearing qualities for 
foundations and/or underground utili¬ 
ties or excessive areas of rock to be ex¬ 
cavated, tentative site approval shall 
not be requested from HUD until a 
preliminary examination of the ad¬ 
verse conditions has indicated that 
they can be overcome. 

(2) No site shall be selcected if the 
hazard of earthslides exists either on 
the site or on adjacent or nearby land. 

(3) In regions where local experience 
shows loss of life or damage resulting 
from earthquakes, or in regions locat¬ 
ed in zones 1, 2 or 3 as shown on the 
Seismic Risk Maps provided in the 
HUD Minimum Property Standards, 
precautions in design shall be taken in 
accordance with the requirements of 
the HUD Minimum ProF>erty Stand¬ 
ards. 

(4) In general, subsurface soil inves¬ 
tigations, if required, shall be under¬ 
taken as soon as tentative site approv¬ 
al is obtained from HUD. Professional 
competence in soils and foundation en¬ 
gineering shall be required for both 
the performance of the subsurface soil 
investigation and the evaluation of the 
results. 

(5) Pinal site approval not be given 
unless HUD technical staff has deter¬ 
mined that there is no reasonable risk 
of natural hazard or that such risk can 
be avoided through proper design and 
construction. 

(h) Flooding. The Project shall not 
be built in an area that has been iden¬ 
tified by HUD as having special flood 
hazards unless other reasonable sites 
are not available. Where it is neces¬ 
sary to use a site in such an area, the 
community must have entered the Na¬ 
tional Flood Insurance Program under 
the Flood Disaster i*rotection Act of 
1973 (42 U.S.C. 4001 et seq.), and the 
Project must be covered by flood in¬ 
surance under that Program. 

(1) Multi-Unit Sites Versus Scattered 
Sites. (DA Project may consist of a 
multi-unit site, or scattered sites, or a 
combination. A “multi-unit site” is a 
site for a multi-unit structure or struc¬ 
tures, or where individual homesites 
are contiguous. “Scattered sites” are 
where individual homesites are not 
contiguous. 

(2) Basic considerations to be taken 
into account in selecting the type of 
sites are: 

(1) Suitability for the type of occu¬ 
pancy intended (e.g. elderly); 

(ii) The economical development and 
operation of the I*roject. 

(j) Size of Sites. (1) The size of a 
multi-unit site shall be no g;reater than 
necessary to permit an acceptable ar¬ 
rangement for the propased number 
and type of units. 

(2) No individual homesite, whether 
a scattered site or included in a multi¬ 
unit site, shall exceed one acre unless 
HUD approves the use of a larger site 
for acceptable reasons, such a compli¬ 
ance with local law or BIA regulations 
for trust or restricted lands or to meet 
sanitary design requirements: howev¬ 
er, the amount to be included in De¬ 
velopment Cost for such site shall not 
exceed the value of a one acre site. 

(k) Individually Owned Trust or Re¬ 
stricted Land. A site on individually 
owned trust or restricted land shall 
not be approved by HUD unless HUD 
obtains written assurance from the 
BIA that, in its judgment, a valid lease 
executed by all necesssary parties can 
be obtained within a reasonable time 
(3-6 months) after issuance of the ten¬ 
tative site approval. HUD may approve 
a site requiring a longer period of time 
if HUD determines that such longer 
period will not unduly delay the Fh-oj- 
ect. 

§805.217 Site approval. 

(a) Tentative Site Approval. (1) The 
IHA shall request tentative HUD ap¬ 
proval for each site by submitting a 
Preliminary Site Report on a form 
prescribed by HUD, including all re¬ 
quired exhibits, and including the 
written approval of IHS or BIA when 
required under the Interdepartmental 
Agreement, or in connection with serv¬ 
ices or facilities to be provided by the 
IHS or the BIA. Tentative site approv¬ 
al shall not be given until the require¬ 
ments for compliance with section 213 
and with A-95 (where applicable) have 
been met (see § 805.206(b)). 

(2) HUD shall notify the IHA as soon as 
possible of tentative approval, condi¬ 
tional approval, or disapproval of the 
proposed sites or portions thereof. The 
notification to the IHA shall specifi¬ 
cally state any conditions to be met 
for final site approval and, in the case 
of a scattered site Project, whether a 
sufficient number of sites have been 
approved for the FToject to proceed. If 
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HUD disapproves any proposed sites, 
it shall notify the IHA of the reasons 
for disapproval. 

(3) HUD approval of a site is subject 
to compliance with applicable environ¬ 
mental procedures (see § 805.107). 

(b) Required Site Approval Before 
ACC. (1) HUD shall not enter into an 
ACC before final site approval on all 
project sites, except in accordance 
with paragraph (b)(2) of this section. 

(2) In the case of donated sites, or of 
contributed sites for which the MH 
Contribution Credit is $750 or less per 
site, HUD may permit final approval 
of trust or restricted land sites after 
ACC under these conditions: (i) All 
sites on the project have tentative site 
approval before ACC; (ii) At least 50 
percent of the sites have final site ap¬ 
proval before ACC; (iii) It is shown to 
the satisfaction of HUD that the bal¬ 
ance of the sites will probably meet 
the requirements for final site approv¬ 
al no later than one year from execu¬ 
tion of the Construction Contract; (iv) 
The Construction Contract shall pro¬ 
vide that if all sites, finally approved 
and with executed leases, have not 
been delivered by the IHA to the con¬ 
tractor within one year from execu¬ 
tion of the Construction Contract (or 
HUD-approved extention) the Con¬ 
struction Contract shall be reduced by 
the amount attributable to the units 
to be developed on the undelivered 
sites. 

(c) Time of Acquisition or Leasing. 
No site may be acquired or leased and 
no commitment shall be made to ac¬ 
quire or lease until final site approval 
by HUD and any required approvals 
from IHS or BIA, nor shall any such 
action be taken prior to execution of 
the ACC unless HUD so authorizes. 

§ 805.218 Types of interest in land. 

(a) Sites on Trust or Restricted 
Land. (1) Sites on tribally or individ¬ 
ually owned trust or restricted land 
shall be leased to the IHA for a term 
of not less than 50 years (25 years, 
automatically renewable for an addi¬ 
tional term of 25 years). For sites on 
trust or restricted land, HUD may 
accept a Title Status Report furnished 
by the BIA in lieu of obtaining other 
title information, opinions, certificates 
or policies. 

(2) “Trust or restricted land” in¬ 
cludes “tribal land” or “individually 
owned land” as defined in 25 CFR 
13.1. “Tribal land” under 25 CFR 131.1 
means land or any interest therein 
held by the United States in trust for 
a tribe, or land or any interest therein 
held by a tribe subject to federal re¬ 
strictions against alienation or encum¬ 
brance. “Individually owned land” 
under 25 CFR 131.1 means land or any 
interest therein held by the United 
States in trust for an individual 
Indian, or land or any interest therein 

held by an individual Indian subject to 
federal restrictions against alienation 
or encumbrance, including allotted 
land. 

(b) Unrestricted Land. Sites on un¬ 
restricted land may be either conveyed 
to the IHA in fee, or leased to the IHA 
for a term of not less than 50 years. 

$ 805.219 Appraisals. 

(a) When Appraisals are Required. If 
the amount to be charged to Develop¬ 
ment Cost for the site exceeds $750 
per luiit, an appraisal shall be made in 
accordance with the standards pro¬ 
vided in this section, and in the case of 
an MH Project such amount shall not 
exceed the limitations stated in 
§§805.404(0 and 805.408(c)(1). If the 
cost of a site does not exceed $750 per 
unit, no appraisal shall be required 
unless HUD determines that an ap¬ 
praisal is required by law. 

(b) Performance of Appraisals. The 
IHA shall submit a formal request for 
appraisal to HUD or BIA, as appropri¬ 
ate. When BIA appraisal service is 
available, appraisals shall be provided 
by the BIA in accordance with para¬ 
graph (c) of this section (unless HUD 
agrees to provide the services in whole 
or in part), and shall be accepted by 
HUD. Otherwise, all appraisals shall 
be provided by HUD. 

(c) Appraisal Standards. (1) Con¬ 
formity with Appraisal Standards. All 
appraisals shall be in conformance 
with established and generally recog¬ 
nized appraisal practice and proce¬ 
dures in common use by professional 
appraisers. Opinions of value shall be 
based on the best available data prop¬ 
erly analyzed and interpreted. 

(2) Nature of Legal Interest in land. 
In valuing the property interest to be 
conveyed to the IHA, appraisals shall 
give full consideration to the nature of 
the property interest, including any 
legal and market restrictions and re¬ 
straints on alienation that affect 
market value. It shall be determined 
whether the interest to be conveyed to 
the IHA is fee simple title, an ease¬ 
ment, a leasehold or another property 
right. In the case of tribally or individ¬ 
ually owned trust or restricted land to 
be leased to the IHA, the appraiser 
shall report the value of the leasehold. 

(3) Market Data Comparables. In the 
application of the market data ap¬ 
proach to valuation, a property shall 
be compared with properties that have 
been leased or sold recently in the 
same or competing market areas. How¬ 
ever, value estimates shall not be 
predicated upon comparable sales or 
leases that involve the IHA either as 
seller or purchaser, or lessor or lessee. 

(4) Valuation of Trust or Restricted 
Land—Market Data Approach. When 
the interest to be appraised is a lease¬ 
hold interest in tribally or individually 
owned trust or restricted land, and 

comparable leasehold transactions are 
not available, the appraiser shall esti¬ 
mate the value of the land as if alien¬ 
able in fee, based on a comparison of 
the land being valued with sales of fee 
interests in comparable land in the 
same or competing market areas. The 
value of the land as if marketable in 
fee shall be discounted to obtain an es¬ 
timate of the value of the leasehold in¬ 
terest which is alienable. An accept¬ 
able estimate of the value of the lease¬ 
hold shall not exceed % of the esti¬ 
mate of the value as if alienable in fee. 
This limit may be exceeded only with 
approval of the Assistant Secretary 
for Housing in exceptional cases where 
no other suitable sites are available. 

§ 805.220 Financial feasibility of rental 
projects. 

The financial feasibility test for a 
Rental Project, which must be met 
before a Development Program for the 
Project can be approved, shall be the 
test applicable to Projects subject to 
24 CFR 890.101 et seq. (Performance 
Funding System). However, this re¬ 
quirement may be modified with the 
approval of the HUD Assistant Secre¬ 
tary for Housing in cases involving ex¬ 
ceptional circiunstances. The financial 
feasibility test for an MH Project is 
stated in § 805.404(g). 

§ 805.221 Construction inspection. 

(a) IHA Inspections. (1) Whatever 
the projection method used, the IHA 
shall be responsible for providing in¬ 
spections during construction (and 
sufficient development funds shall be 
provided for this purpose) which shall 
be performed by an architect, engineer 
or other qualified person. These in¬ 
spections shall be performed with 
such frequency and under such proce¬ 
dures as the IHA determines with 
HUD approval are sufficient to assure 
completion of quality housing in ac¬ 
cordance with the approved contract 
documents. IHA construction inspec¬ 
tors shall be selected by thq IHA and 
approved by HUD. 

(2) The IHA shall promptly forward 
a copy of each inspection report to 
HUD with comments on action taken 
to remedy deficiencies disclosed by the 
report. Because remote or scattered 
sites are sometimes used for Indian 
housing, and inspections at such sites 
may be more expensive, HUD may ap¬ 
prove, where necessary, a larger 
amount for the cost of IHA inspection 
than provided under regular program 
requirements. 

(b) HUD Inspections. HUD repre¬ 
sentatives shall make site visitfe from 
time to time, and shall make a report 
to HUD of each of their visits. HUD 
shall send a copy of each report to the 
IHA, with HUD’S recommendation of 
the action, if any, to be taken by the 
IHA. The HUD report shall include its 
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evaluation of the adequacy of the IHA 
inspections and the IHA actions with 
respect thereto. 

(c) Inspection Upon Completion. (1) 
The contractor shall notify the IHA in 
writing as to the date when, in his 
opinion, the contract work, or stage 
when applicable, will be completed 
and ready for final inspection. If the 
IHA determines that the state of the 
work is as represented, the IHA shall 
promptly notify HUD and request 
HUD's participation in the final in¬ 
spection. The final inspection shall be 
made jointly by the representatives of 
the IHA, HUD and the contractor. In 
the case of an MH Project, each 
Homebuyer shall also be invited to 
participate as an observ^er in the in¬ 
spection of his Home, and shall be 
given a copy of the inspection report, 
but acceptance shall be by the IHA 
with HUD approval. 

(2) If the inspection discloses no de¬ 
ficiencies other than punch list items, 
or items awaiting seasonal opportunity 
to complete, the IHA shall submit for 
HUD approval an Interim Certificate 
of Completion, which shall detail the 
items. The IHA shall also submit for 
HUD approval a proposed time sched¬ 
ule agreed to by the contractor for 
completion of the items. Upon HUD 
approval of the Interim Certificate 
and schedule for completion, the IHA 
may release the monies to the contrac¬ 
tor less the withholdings required by 
the Construction Contract. The IHA 
may permit occupancy prior to IHA 
sign-off on all punch list items and 
items awaiting seasonal opportunity. 
■(3) The contractor shall complete 
the punch list items, and items await¬ 
ing seasonal opi>ortunity to complete, 
in accordance with the time schedule 
for completion of the items as ap¬ 
proved by HUD. The contractor will 
be paid for such items only after in¬ 
spection and acceptance by the IHA 
and HUD approval: and the IHA shaU 
not accept any item if there is a dis¬ 
pute as to whether such items have 
been completed. If the IHA is satisfied 
that the applicable requirements of 
the Construction Contract have been 
met, the IHA shall submit for HUD 
approval a Final Certificate of Com¬ 
pletion and release to the contractor 
the amounts withheld with respect to 
such items in accordance with the ap¬ 
plicable provisions of the Construction 
Contract. 

§ K0S.222 Inspections after acceptance and 
enforcement of warranties. 

(a) The Construction Contract shall 
specify the warranty periods applica¬ 
ble to items completed as of the date 
of the approved Interim Certificate of 
Completion and to items completed 
after the date of the Interim Certifi¬ 
cate, and shall also provide for assign¬ 
ment to the IHA of manufacturers’ 

and suppliers’ warranties covering 
equipment or supplies. 

(b) The IHA shall inspect each 
dwelling unit no less often than every 
three months during the contractor’s 
warranty period or periods, beginning 
three months after the date of the ap¬ 
proved Interim Certificate of Comple¬ 
tion, provided that there shall be a 
final inspection in time to exercise 
rights before expiration of the con¬ 
tractor’s warranties (for MH Projects 
see also § 805.417(b)), These inspec¬ 
tions shall cover all items under w^ar- 
ranty as of the time of the Inspection, 
including the items covered by manu¬ 
facturers’ and suppliers’ warranties, as 
well as those covered by the contrac¬ 
tor’s warranties. At each inspection, 
the IHA shall obtain a signed state¬ 
ment from the occupants as to any de¬ 
ficiencies in the structure, equipment, 
grounds, etc., so that it may enforce 
any rights under applicable warran¬ 
ties. The costs to the IHA of making 
the inspections provided for in this 
paragraph (b) shall be included in De¬ 
velopment Cost. 

§ 805.223 Cost to correct deficiencies. 

(a) Responsibility for Correction of 
Deficiencies. Costs to correct deficien¬ 
cies which are the responsibility of the 
contractor or of an MH Homebuyer 
shall be charged accordingly. Costs 
which are not chargeable to the con¬ 
tractor or to the Homebuyer can only 
be met by increasing the Development 
Cost with an amendment to the devel¬ 
opment cost budget where necessary, 
or by charging the costs to Project op¬ 
erating receipts. Such costs shall not 
be incurred without the specific ap¬ 
proval of HUD. 

(b) Amendments. (1) The Develop¬ 
ment Program and ACC may be 
amended to provide amounts needed 
to correct deficiencies (and damages 
resulting from the deficiencies) in 
design, construction or equipment 
where it is not possible to obtain 
timely correction or payment by the 
responsible parties. 

(2) In the case of a HM home, the 
additional development cost for work 
done under this paragraph (b) shall 
not result in an increase in the home- 
buyer’s purchase price. However, 
before approving work on a MH home 
for correction of deficiencies, the Field 
Office may review the record of the 
homebuyer’s compliance with the 
MHO Agreement, and may require the 
IHA to reach an agreement with the 
Homebuyer for the correction of sig¬ 
nificant non-compliances. 

Appendix I—Interdepartmental Agreement 
ON Indian Housing 

1. Introduction. Most assisted housing in 
Indian areas is made available under the 
low-income housing programs authorized by 
the United States Housing Act of 1937 (USH 
AtJT). For federally recognized tribes, the 

Bureau of Indian Affairs (BIA) in the De¬ 
partment of the Interior, and the Indian 
Health Service (IHS) in the Department of 
Health. Education and Welfare furnish the 
principal necessary additional services. The 
purpose of this Interdepartmental Agree¬ 
ment is to set forth the responsibilities of 
the signatory agencies, having in mind that 
the financial and contractual relationships 
for assisted housing under the USH Act are 
between HUD and the IHAs and their tribal 
governments and that this Agreement con¬ 
templates promotion of the independent ini¬ 
tiative and responsibilities of the IHAs and 
tribal governments involved. In addition, 
this Agreement specifies the responsibilities 
of IHS concerning water supply and sewer¬ 
age facilities not only for HUD-supported 
housing but also for the BIA-Housing Im¬ 
provement Program (HIP). 

2. HUD Responsibilities. Except as speci¬ 
fied in this Agreement, HUD will assume all 
responsibilities for projects of IHAs of fed¬ 
erally recognized tribes under the USH Act 
that it normally does for any project under 
the USH Act. 

3. Coordination of Agencies. 
a. Before issuing the Program Reserva¬ 

tion,' HUD will request the IHA to specify 
the time and place for a meeting of the IHA 
with representatives from HUD, BIA. IHS 
and any other agencies that may be in¬ 
volved. The time and place will be deter¬ 
mined by the IHA and furnished to HUD 
after consultation with all participants. 
When HUD issues the Program Reserva¬ 
tion. it shall send a notice to all the partici¬ 
pants of the time and place for the meeting. 

b. The purpose of the meeting will be to 
decide on the production method and to es¬ 
tablish a time schedule of all necessary ac¬ 
tions to be taken by the IHA and the Feder¬ 
al agencies leading to the start of construc¬ 
tion and all subsequent actions to be taken 
during the total development period. These 
actions‘will include but not be limited to: 
site review, selection and development as 
they relate to the provision of water, sewer, 
house placement, access roads and streets 
where applicable; Homebuyer training pro¬ 
gram; development program; execution of 
Annual Contributions Contract; execution 
of Construction Contract; construction 
schedule; and inspections during construc¬ 
tion and upon completion. 

c. The time schedule agreed to at this 
meeting will be signed by each participant 
on behalf of his agency and by a representa¬ 
tive of the IHA. and each participant 
agency and the IHA will thereby agree to 
meet that schedule. Any departure from the 
schedule must be for good cause and justi¬ 
fied in writing by the head of the HUD field 
office, the Chairman of the IHA, the BIA 
Area Office Director or the IHS Area Direc¬ 
tor, as the case may be. 

d. Complaints concerning compliance with 
the time schedule or performance of func¬ 
tions by the participating agencies may be 
made in writing to the head of the HUD 
field office and. in that event, it shall be his 
responsibility to resolve the matter. Com¬ 
plaints* and the action taken with respect 
thereto shall be included in the monthly 
report required under paragraph e. 

e. A monthly production progress report¬ 
ing system on HUD-assisted projects com¬ 
patible with the needs of HUD, BIA and 
IHS will be established by HUD in consulta¬ 
tion with the other agencies and implement¬ 
ed within 90 days of the effective date of 
the HUD Indian Housing Regulations. 

'See § 805.206(b)(2) of the Regulation. 
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4. Related Statutory ReQuirements. The 
Departments of Housing and Urban Devel¬ 
opment; Health, Education and Welfare and 
the Interior shall develop memoranda of 
agreement, which shall be made a part of 
this Agreement, relating to compliance with 
the flood Disaster Protection Act of 1973, 
the National Environmental Policy Act, the 
1974 Historic and Archeological Data Pres- 
er\’ation Act, the National Historic Preser¬ 
vation Act of 1966, the Act for the Preserva¬ 
tion of American Antiquities, and related 
Executive Orders. Until such time as they 
are approved, each Department shall be re¬ 
sponsible for following its own applicable 
procedures in such manner as to avoid or 
minimize delays. Required clearances to 
comply with these Acts will be included in 
the time schedule worked out at the Inter¬ 
departmental coordination meeting (see 
paragraph 3b). 

5. Homebuyer Training Programs. An IHA 
may elect to use, without additional HUD 
approval, the HUD pre-approved BIA 
Homebuyer Training Program (HTP). The 
BIA will assist with this program in accord¬ 
ance with responsibilities enumerated in the 
Exhibit to this Agreement. 

6. Other BIA Functions. 
a. Site Selection and Land Acquisition 

Services. The BIA w’ill assist an IHA with 
site selection and land acquistion services, 
including title evidence and furni.shing the 
site lease forms for both HUD rental and 
homeownership projects. 

b. Appraisals. When requested by an IHA, 
the BIA will perform apprai.sals of the pro¬ 
posed sites in accordance with the HUD and 
BIA regulations. 

c. Roads. The BIA will carry out its, re¬ 
sponsibilities under applicable regulations 
of the Department of Interior for providing 
roads, including access roads, which are not 
the responisbility of HUD under the HUD 
regulations. 

d. Management Services. Although there 
is no commitment by the BIA for the fur¬ 
nishing of assistance in the management 
and operation of IHA projects, it is under¬ 
stood under this Agreement that where the 
BIA has staff or facilities available to pro¬ 
vide such assistance and an IHA requests 
such assistance, the BIA will provide it to 
the extent feasible. 

7. Audits. 
a. The Office of Audit and Investigation 

(OAI) in the Department of the Interior, 
will provide audits of IHAs of federally rec¬ 
ognized tribes until federal fiscal year 1977. 
The scope of these audits will be limited as 
follows: 

(1) As a general rule, the audits will omit 
confirmation procedures for tenants’ ac¬ 
counts receivable. The audit opinion will be 
qualified or a disclaimer will be made in 
those instances where receivables are mate¬ 
rial. Other tests and analyses applicable to 
receivables will be applied, such as review of 
billing procedures and aging receivables and 
evaluation of collection efforts. If results of 
these tests indicate the possibility of serious 
error or potential for fraud, OAI will at¬ 
tempt confirmation. 

(2) Upon request of OAI, HUD will con¬ 
firm the balance of outstanding notes for 
the construction of the projects and of HUD 
contributions surplus accounts. 

b. Audits will be scheduled only upon re¬ 
ceipt of required financial statements. HUD 
procedures will provide that the IHA fur¬ 
nish a copy of its financial statement to 
OAI at the times it is furnished to HUD. 

c. Audits will not be performed at those 
IHAs, such as in Oklahoma and Alaska, 
which are not located on Federal Indian res¬ 
ervations. 

d. HUD will assume responsiblity for the 
audit of IHAs beginning with fiscal year 
1977. 

8. Water Supply and Sewage Facilities. 
a. General. The IHS has general responsi¬ 

bility to provide water supply and sewage 
facilities for those Indians and Alaska Na¬ 
tives who are eligible to receive such bene¬ 
fits under the Indian Sanitation Facilities 
and Construction Act (Pub. L. 86-121). The 
IHS will exercise this re.sponsibility with re¬ 
spect to facilities required to serve Indian 
homes constructed or improved with the 
support of HUD or BIA to the extent that 
funds are specifically appropriated by the 
Congress for such facilities and as agreed 
upon under the terms of this Agreement. 

• b. Planning for Budget Purposes. Sixteen 
months prior to the beginning of a fiscal 
year during which IHS will be required to 
furnish .sanitation facilities, HUD and BIA 
will, to the extent possible, advise IHS with 
respect to the number and, where possible, 
the location of HUD-assisted housing starts 
and of HIP units of housing improvement to 
be started during that fiscal year. (If the in¬ 
formation cannot be providecl at that partic¬ 
ular time, HUD and BIA will notify the IHS 
Director in writing accordingly). IHS will 
use this information in developing its 
budget request to assure that adequate 
funds are included to support construction 
of all necessary sanitation facilities for 
HUD-assisted and HIP housing units. 

c. Evaluation of Housing Site and Deter¬ 
mination of Type of Facility to be Provided. 

(1) The ability of the IHS to provide 
needed water supply and waste facilities is 
dependent on the availability of a water 
source of suitable quantity and quality and 
a means of sewage disposal which will con¬ 
form to acceptable standards and can be de¬ 
veloped within reasonable cost limits. 
Therefore, the IHS shall be consulted with 
respect to the general site plan for new 
housing units and shall review and concur 
in the site selection. 

(2) It shall be the responsibility of the 
IHS to determine, following its review of 
the site in each case, whether community or 
individual type facilities of a combination of 
these, can best serve the housing units con¬ 
cerned. 

(3) IHS’s review and approval of sites, 
along with any recommendations and obser¬ 
vations concerning water and sanitation 
facilities, will be furnished the IHA, which 
shall in turn forward this material to HUD 
as part of the Preliminary Site Report sub¬ 
mission. 

d. Technical Requirements. To minimize 
the cost of providing and maintaining water 
supply and sewage facilities, the following 
criteria shall apply: 

(1) Wherever possible, project sites will be 
on or adjacent to existing community water 
and sewer systems. 

(2) Economic feasibility of water and 
sewer installations shall be considered in 
site selection. Feasibility shall be deter¬ 
mined on the basis of initial construction as 
well as long range costs of operation, main¬ 
tenance and replacement. Overly expensive 
and complex utility installation shall be 
avoided. 

(3) Whenever possible and practicable, 
dwelling units within a multi-unit project 

site will be located on both sides of the 
street. 

e. Test Well Drilling. Whenever it is deter¬ 
mined by the IHS that test drilling is re¬ 
quired for wells to provide individual water 
facilities for housing supported by HUD, 
tentative site approval may be given subject 
to the results of the test drilling. Should the 
test drilling indicate an insufficient supply 
of potable water, the site shall be disap¬ 
proved and another selected unless another 
suitable water source can be provided. All 
test drilling, including obtaining of neces¬ 
sary permits or authorizations, shall be per¬ 
formed by and at the expense of the HUD 
program and carried out in accordance with 
accepted practices in the area concemed, 
and the data obtained shall be furnished to 
the IHS. For all community water facilities, 
including facilities for HUD-assisted proj¬ 
ects and for individual wells to be provided 
for BIA sponsored housing, the IHS will 
perform at its expense any test drilling re¬ 
quired. 

f. Soil Percolation Tests. Soil percolation 
tests are necessary to ascertain the suitabil¬ 
ity of a home site for septic tank and drain- 
field facilities. The test will be conducted 
by, or at the expense of, the IHS. The data 
obtained will be provided to the IHA with 
IHS’s recommendations for accepting or re¬ 
jecting the site. (IHS’s concurrence is re¬ 
quired as a condition for use of the site, see 
paragraph 8c(l) above). 

g. Individual House Facilities. In those in¬ 
stances where the IHS determines that indi¬ 
vidual water supply and/or waste disposal 
facilities are the most feasible and should be 
provided, the following conditions will 
apply: 

(1) The agency financing the house con¬ 
struction or improvement will be responsi¬ 
ble for the installation of all plumbing facil¬ 
ities within the dwelling and the house serv¬ 
ice lines. 

(2) In the case of BIA-HIP homes, the 
IHS will provide the on-site water supply 
and waste disposal facilities along with .serv¬ 
ice lines to a point five feet from the hou.se. 

(3) In the case of HUD-supported homes, 
the housing project will include the cost of 
installing any water supply and/or sewage 
disposal facilities which are to be located on 
the individual house sites. The.se facilities 
would include individual water supplies, 
sewage disposal systems or service lines to 
the house. Allfuch work is to be carried out 
in accordance with guides and recommenda¬ 
tions furnished by the IHS regarding the lo¬ 
cation and design of the facilities. These 
guides and recommendations will be pro¬ 
vided by the IHS, following site review, to 
the IHA. 

h. Community Systems. All community 
water and sewer systems will be designed on 
the basis of a total community concept. The 
following conditions will apply: 

(1) The agency financing the house con¬ 
struction or improvement will be responsi¬ 
ble for the installation of all plumbing facil¬ 
ities within the house and the hou.se .service 
lines. 

(2) Where HUD-financed new houses are 
interspersed with existing homes, HUD will 
fund a pro rata share of the system’s cost, 
excluding water source development, treat¬ 
ment and storage, and sewage treatment fa¬ 
cility. This share will be based on the ratio 
of new to existing homes and will not 
exceed the cost of equivalent individual 
type facilities. 
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(3) Where the ssrstems serve only new 
HUD-financed houses. HUD will fund the 
total cost of water distribution and sewage 
collection systems located within the bound¬ 
aries of the project. The cost of all neces¬ 
sary facilities outside the housing project 
boundary will be funded by IHS. 

(4) Community systems servicing BIA- 
HIP homes will be provided by IHS. 

i. Plan Review and Approval 
(1) In those instances where the housing 

project includes the cost of installing indi¬ 
vidual or on-site water and sewer facilities, 
approval must be obtained from the IHS 
Area Office on all final plans before adver¬ 
tisement for construction bids. The IHS at 
its expease will iaspect the installation of 
these facilities during construction and 
after completion of the work to assure the 
IHA that the installation has been done in 
conformance with the plans and specifica¬ 
tions and may be accepted. 

(2) If connection to a BIA water and/or 
.sewage system Ls'contemplatcd, a joint feasi¬ 
bility study will be conducted by the BIA 
and IHS to determine the adequacy of exist¬ 
ing facilities to meet the additional require¬ 
ments, to recommend necessary improve¬ 
ments or additions and to determine points 
of master or individual metered connec¬ 
tions, valving, flushing hydrants, etc., in 
order to insure compatibility with existing 
systems. If the system is not adequate, the 
IHS and BIA will develop a mutually agreed 
upon program for providing additional ca¬ 
pacity. 

(3) Responsibility for the acquisition of 
land or interest therein in connection with 
the provision of water and sewage facilities 
for HUE>-assisted housing shall not be as¬ 
sumed by the IHS. BIA. or HUD. 

Dated: February 7. 1976. 

Thomas S. Ki.eppe, 

Secretary. 
Department of the Interior. 

Dated: February 20, 1976. 

David Mathews. 

Secretary. Department of 
Health, Education, and Welfare. 

Dated: March 2, 1976. 

Carla A. Hills, 

Secretary. Department of 
Housing and Urban Development. 

Exhibit to the Interikbpartmentai. 
Agrikmeht 

BIA HOMBBUYER TRAINING PROGRAM 

1. Scope of Program. The HUD-approved 
BIA Houmebuyer Training Program (HTP) 
will provide pre-occupancy and post occu¬ 
pancy training to Horaebuyer families in 
Mutual Help Projects and shall consist of 
the following: 

a. Training in the Mutual Help Program. 
Training will be providt*d to explain the 
Mutual Help Program and the rights and 
obligations of the Homebuyers. 

b. Training in Home and Appliance Main¬ 
tenance and Care. Training will be provided 
to increase the knowledge and understand¬ 
ing of Homebuyers of the methods and 
means to properly care for and maintain (1) 
both the interior and exterior structures of 
the Home including electrical, plumbing (in¬ 
cluding water heaters and pumps) and heat¬ 
ing systems: (2) major appliances, refrigera¬ 
tors. ranges and dishwashers; (3) minor ap¬ 
pliances, such as can openers and toasters; 

and (4) yards and gardens. In addition, 
training will be provided to Homebuyers to 
increase their knowledge about simple 
repair techniques with regard to the above- 
mentioned house components and equip¬ 
ment. 

c. Training in Budgeting and Financial 
Management Training will be provided to 
Homebuyer families on family budgeting, 
use of credit, and meeting financial obliga¬ 
tions, including their responsibility to make 
the required monthly payments and to allo¬ 
cate funds to various other necessities, such 
as utilities. 

d. Information and Referral Services. Ho¬ 
mebuyers will be give information on and. 
where appropriate, will be assisted by refer¬ 
rals to, other local, state and Federal agen¬ 
cies whose programs relate to total family 
counseling, and social serv'ice, including 
services on problems such as alcoholism, 
drug abuse, etc. 

2. Implementation of Program. 
a. General. The HTP will be implemented 

accordidng to the schedule established 
under paragraph 3 of the Agreement in ac¬ 
cordance with the following: (I) An IHA will 
submit a propasal to the BIA which will set 
forth the specific needs of Homebuyers, the 
scope of training, methodology and budget 
to be undertaken within the general guide¬ 
lines stated above. 

(2) The program shall be developed and 
implemented at the local level by the IHAs 
employing locally recruited members of the 
community to the maximum extent possi¬ 
ble. 

(3) The program may be carried out 
through individual home visits, demonstra¬ 
tion or other group sessioas. or by any com¬ 
bination of these deemed appropriate. 

(4) The BIA shall assist the IHAs in ob¬ 
taining the necessary training and instruc¬ 
tion for their training staff who will carry 
out the program. Such training of IHA em¬ 
ployees may be undertaken through IHS 
training centers at universities or other in¬ 
stitutions which can provide the needed 
training. 

b. Progress Reports. IHAs shall submit 
quarterly progre.ss reports to BIA and to 
HUD. which shall include: 

(DA list of expenditures under the pro¬ 
gram. including salaries, cost of traasporta- 
tion, training materials, office expenses and 
other justifiable expenditures. All expendi¬ 
tures must be identified and supportd by ap¬ 
propriate books and records of the IHA and 
must be certified as correct by the Execu¬ 
tive Director and the Chairman of the IHA. 

(2) Names of Homebuyer participants, the 
number of training sessions, descriptions of 
training activities, degree of participation, 
deficiencies noted, and other relevant infor¬ 
mation or observations. 

(3) Efficacy of training as shown by re¬ 
ports. results of tests, reduction in monthly 
payments delinquencies, reduction in main¬ 
tenance co.sts or other factors. 

(4) Proposed changes during the next 
period of training, including program 
changes to overcome deficiencies described 
in current or prior report(s) or called to the 
attention of the IHA previously by BIA and 
to provide training to any additional or sub¬ 
stitute Homebuyers. 

c. BIA Responsibilities. The BIA will mon¬ 
itor and evaluate the progress and the im¬ 
plementation of the HTP of IHAs and 
submit semi-annual reports to HUD. Should 
BIA judge that an IHA is not implementing 

the program consistent with these guide¬ 
lines. it will: 

(1) Notify the IHA of the deficiencies in 
Its program implementation and provide the 
necessary assistance to it to assure proper 
implementation, 

(2) Afford the IHA 90 days from the date 
of notification to take corrective action, and 

(3) Report to HUD whether the program 
should be continued based on the corrective 
action or whether the program should be 
terminated. 

d. HUD Responsibilities. HUD will be re¬ 
sponsible for including in the development 
cost of a project the funds for the HTP, pro¬ 
vided that the BIA will not be reimbursed 
for utilization of its staff or facilities. HUD 
will also be responsible for determining 
whether the program for a particular proj¬ 
ect shall be terminated on the basis of infor¬ 
mation provided pursuant to paragrapb c 
above, or otherwise. 

Subpart C—Operation 

§ 805.301 Definitions. 

See §§ 805.102 and 805.430. 

§ 805.302 Admi.ssion policies. 

(a) Income and Assets Limits. (1) 
Subject to approval by HUD, the IHA 
shall adopt and promulgate regulA 
tions establishing schedules of maxi¬ 
mum income limits for admission of 
tenants or homebuyers. An IHA may 
establish income limits up to the maxi¬ 
mum permitted by the Act. which 
limits admission to families of low 
income who cannot afford to pay 
enough to cause private enterprise in 
the Indian Area to build an adequate 
supply of decent, safe and sanitary 
dwellings for their use. In determining 
the income limits for admission, con¬ 
sideration shall be given to any rele¬ 
vant limitations in the local private 
housing market (such as an insuffi¬ 
cient supply of standard private hou£r- 
ing, or the unavailability of mortgage 
financing on trust or restricted land). 
HUD shall approve the IHA’s sched¬ 
ules of maximum income limits unless 
it finds that the IHA's determination 
of such limits is arbitrary or capri¬ 
cious. An IHA may also adopt regula¬ 
tions e.stablishing reasonable assets 
limits for admi.ssion to occupancy. A 
copy of the IHA’s income and assets 
regulations shall be posted prominent¬ 
ly in the IHA’s office for examination 
by prospective tenants or Homebuyers. 

(2) Where decent, safe and sanitary 
housing is not otherwise being pro¬ 
vided in the Indian area even for those 
of relatively high income, the IHA 
may establish maximum income limits 
at a sufficiently high level to meet 
those needs. In submitting such 
income limits to HUD for approval, 
the IHA may furnish a certification 
that private (conventional, FHA or 
VA) or Farmers Home Administration 
financing is not available to the pros¬ 
pective tenants or homebuyers along 
with such other supporting evidence 
as it deems appropriate. HUD shall 
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not disapprove such income limits on 
the ground of their being too high 
unless it finds that the IHA certifica¬ 
tion is incorrect. 

(b) Other Admission Policies. (1) 
The IHA shall adopt and promulgate 
regulations establishing the IHA’s 
policies for admission of tenants or 
Homebuyers. Such regulations shall 
specify the types of Projects to which 
they apply (i.e.. Rental. MH. or Turn¬ 
key III). A copy of the regulations 
shall be posted prominently in the 
IHA's office for examination by pros¬ 
pective tenants or homebuyers. and 
shall be submitted to HUD promptly 
after adoption by the IHA. 

(2) These regulations shall be de¬ 
signed: 

(i) To attain at initial occupancy, or 
within a reasonable period of time for 
Projects beyond the state of initial oc¬ 
cupancy (but without prejudice to con¬ 
tract rights of homebuyers in Turnkey 
III or MH Projects), a tenant or home- 
buyer body in each Project composed 
of families with a broad range of in¬ 
comes and rent-paying ability which is 
generally representative of the range 
of incomes of low income Indian fami¬ 
lies in the area, as determined by 
HUD. who would be qualified for ad¬ 
mission to the type of project (Rental 
or Mutual Help). 

(ii) To avoid concentrations of the 
most economically and socially de¬ 
prived families in any one or all of the 
IHA’s Projects: 

(iii) For Rental and Turnkey III Pro¬ 
jects, to achieve compliance with the 
applicable provisions of 24 CFR. Part 
860. Subpart D, Minimum and Maxi¬ 
mum Rent-Income Ratios, and Mini¬ 
mum Rent Requirements, including, 
but not limited to, § 860.406 which pro¬ 
vides that "at least 20 percent of the 
dwelling units in any project placed 
under annual contributions contract in 
any fiscal year beginning after [Sep¬ 
tember 26, 1975] shall be occupied by 
very low-income families • • *;*' and 

(iv) So that at least 20 percent of the 
dwelling units in any MH Project 
placed ujider ACC after September 26, 
1975 shall be occupied by very low 
income families, i.e., families whose in¬ 
comes do not exceed 50 percent of the 
median income of Indian families in 
the area, as determined by HUD, 
whose incomes would qualify them for 
admission to a Mutual-Help project. 

§ 805.303 Grievance procedures. 

The requirements set forth in HUD 
regulations relating to procedures for 
the resolution of tenant or homebuyer 
grievances against Public Housing 
Agencies (24 CFR, Part 866) are not 
applicable to Projects under this Part. 
Each IHA shall adopt and promulgate 
grievance procedures which are appro¬ 
priate to local circumstances, provided 
that such procedures shall afford all 

tenants and homebuyers a fair and 
reasonable opportunity to have their 
grievances heard and considered by 
IHA officials, and shall comply with 
the Indian Civil Rights Act. A copy of 
the grievance procedures shall be 
posted prominently in the IHA office, 
and shall be provided to a tenant or 
homebuyer upon request. 

§ 8(15.304 Determination of rents and 
homebuyer payments. 

(a) Rental and Turnkey III Projects. 
The amount of rent or homebuyer 
payment required of a tenant in a 
Rental Project or a homebuyer in a 
Turnkey III Project shall be deter¬ 
mined in accordance with the provi¬ 
sions of 24 CFR, Part 860, Subpart D. 

(b) MH Projects. The amount of the 
Required Monthly Payment for a 
Homebuyer in an MH Project placed 
under ACC on or after the effective 
date of this Part and a Homebuyer ad¬ 
mitted to occupancy in an Existing 
Project on or after the effective date 
of the conversion of the Project in ac¬ 
cordance with § 805.428 shall be deter¬ 
mined in accordance with §805.416 of 
this Part. 

(c) Examination and Reexamination 
of Family Income. For purposes of de¬ 
termining rent and homebuyer pay¬ 
ment amounts under paragraphs (a) 
and (b) of this section, making adjust¬ 
ments in the amounts so determined, 
and determining whether an MH 
Homebuyer is required to purchase 
the Home under § 805.422(e). the IHA 
shall examine the family's earnings 
and other income prior to initial occu¬ 
pancy. and shall make periodic reexa¬ 
minations thereafter at least once a 
year, except as follows: 

(1) The date of the first reexamina¬ 
tion may be extended to not more 
than 18 months after the initial exam¬ 
ination, if necessary to fit a reexamin¬ 
ation schedule established by the IHA. 

(2) For families whose heads (or 
their spouses) or whose sole members 
are 62 years of age or over, the reexa¬ 
minations need not be more often 
than once every two years. 

For each examination or reexamina¬ 
tion, the tenant or homebuyer shall 
furnish to the IHA certification of his 
family’s earnings and other income 
and family composition, including any 
information and evidence required by 
the IHA. 

§ 805.305 Rent and homebuyer paj ment 
collection policy. 

Each IHA shall adopt and promul¬ 
gate, and shall use its best efforts to 
obtain compliance with, rules or regu¬ 
lations sufficient to assure the prompt 
payment and collection of rents and 
required homebuyer payments. A copy 
of the rules or regulations shall be 
posted prominently in the IHA office, 
and shall be provided to a tenant or 

homebuyer upon request. The rules or 
regulations shall include provisions on 
at least the following subjects: 

(a) The time, place and method for 
payment. 

(b) A statement to the effect that 
prompt payment is a requirement for 
continued occupancy. 

(c) For tenants or homebuyers 
whose income is seasonal or otherwise 
irregular, provisions for special plans 
or schedules for assuring that the re¬ 
quired payments are made when due, 
e.g., prepayment, or arrangements 
with public welfare agencies regarding 
public assistance payments. 

(d) Procedures for counseling and as¬ 
sistance to tenants and homebuyers so 
as to minimize the need for resort to 
the remedy of eviction. 

(e) Procedures for enforcement of 
tenant and homebuyer obligations to 
make payment, including procedures 
for eviction where necessary. 

(f) Procedures for collection of 
amounts remaining due and unpaid 
from terminated tenants and home- 
buyers. 

(g) Procedures for obtaining assist¬ 
ance from the tribal government. 

§ 805.306 .Maintenance and improvements. 

(a) General. Each IHA shall adopt 
and promulgate, and shall use its best 
efforts to obtain compliance with, 
rules or regulations to assure full per¬ 
formance of the respective mainte¬ 
nance responsibilities of the IHA and 
tenants or homebuyers. A copy of such 
rules or regulations shall be posted 
prominently in the IHA office, and 
shall be provided to a tenant or home- 
buyer upon request. 

(b) Provisions for Rental Projects. 
For Rental Projects, the maintenance 
rules or regulations shall contain pro¬ 
visions on at least the following .sub¬ 
jects: 

(1) A statement specifying the re¬ 
sponsibilities of tenants for normal 
care and maintenance, if any, of their 
dwelling units and common property, 
if any. 

(2) Procedures for handling mainte¬ 
nance service reque.sts from tenants. 

(3) Procedures for IHA inspections 
of dwelling units and common proper¬ 
ty. if any. 

(4) Special arrangements, if any. for 
obtaining maintenance services from 
outside workmen or contractors. 

(5) Procedures for charging tenants 
for damages for which they are re¬ 
sponsible. 

(c) Provisions for MH and Turnkey 
III Projects. For MH and Turnkey III 
Projects, the maintenance rules or reg¬ 
ulations shall contain provisions on at 
least the following subjects: 

(1) A statement specifying the re¬ 
sponsibilities of homebuyers for main¬ 
tenance and care of their dwelling 
units and common properly, if any. 
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(2) For Turnkey III Projects only, 
procedures for handling service re¬ 
quests from homebuyers for nonrou¬ 
tine maintenance. 

(3) Procedures for providing advice 
and technical assistance to home- 
buyers to enable them to meet their 
maintenance responsibilities. 

(4) Procedures for IHA inspections 
of homes and common property, if 
any. 

(5) Procedures for IHA performance 
of homebuyer maintenance responsi¬ 
bilities (where homebuyers fail to sat¬ 
isfy such responsibilities) including 
procedures for charging the home- 
buyer's proper account for the cost 
thereof. 

(6) Special arrangements, if any. for 
obtaining maintenance services from 
outside workmen or contractors. 

(7) Procedures for charging home- 
buyers for damages for which they are 
responsible. 

(d) IHA Responsibility in MH and 
Turnkey III Projects. The IHA shall 
enforce those provisions of a Home- 
buyer's agreement under which the 
homebuyer is responsible for mainte¬ 
nance of the home. The IHA shall 
have overall responsibility to HUD for 
assuring that the housing is being 
kept in decent, safe and .sanitary con¬ 
dition. and that the home and grounds 
are maintained in a manner that will 
preserve their condition, normal wear 
and depreciation excepted. Failure of 
a Homebuyer to meet his obligations 
for maintenance shall not relieve the 
IHA of responsibility in this respect. 
Accordingly, the IHA shall conduct a 
complete interior and exterior exami¬ 
nation of each home at least once a 
year, and shall furnish a copy of the 
inspection report to the Homebu.ver. 
The IHA shall take appropriate 
action, as needed to remedy conditions 
shown by the inspection, including 
steps to assure performance of the Ho- 
mebuyer's obligations under the 
Homebuyer agreement. 

§ S0.'>.307 Procurement and administratiem 
of supplies, materials and equipment. 

(a) Each IHA shall adopt and pro¬ 
mulgate. and shall comply with, rules 
or regulations for the procurement 
and administration of supplies, materi¬ 
als and equipment, which shall con¬ 
tain provisions on at least the follow¬ 
ing subjects: 

(1) Procedures for purchasing in 
cases where competitive bidding is re¬ 
quired. 

(2) Identification (by position title) 
of IHA officials authorized to make 
purchases when competitive bidding is 
not required, and procedures for 
making such purchases. 

(3) Procedures for‘inventory control. 
(4) Procedures for storage and pro¬ 

tection of goods and supplies. 

(5) Procedures for issuance or other 
disposition of supplies and equipment. 

A copy of such rules or regulations 
shall be promptly furnished to HUD. 

(b) In the purchasing of equipment, 
materials and supplies, and in the 
award of contracts for services or for 
repairs, maintenance and replace¬ 
ments. the IHA shall comply with all 
applicable laws, and in any event shall 
make such purchases and award such 
contracts only to the lowest responsi¬ 
ble bidder after advertising a suffi¬ 
cient time in advance for proposals, 
except: 

(1) When the amount involved does 
not exceed an amount prescribed from 
time to time by HUD: or 

(2) W’hen the public exigencies re¬ 
quire immediate delivery of the arti¬ 
cles or performance of the service: or 

(3) When only one source of supply 
is available and the purchasing or con¬ 
tracting officer of the IHA has so cer¬ 
tified: or 

(4) When the services required are 
(i) of a technical and professional 
nature, or (ii) to be performed under 
the IHA supervision and paid for on a 
time basis. 

§ H0.j..30S Correction of management defi¬ 
ciencies. 

IHA shall promptly take such action 
as may be required or appro\ed by 
HUD to remedy management deficien¬ 
cies. Particular attention shall be 
given to the correction of serious defi¬ 
ciencies in any of the follow ing: Physi¬ 
cal maintenance of the property, occu¬ 
pancy practices, maintenance of ac¬ 
counts and records, cost controls, han¬ 
dling of funds, rent or homebuyer pay¬ 
ment collection, required reports to 
HUD. IHA staffing and staff turnover, 
and tribal government cooperation. 
HUD shall provide the maximum fea¬ 
sible assistance to an IHA to remedy 
management deficiencies. 

§ Indian preference in contracting. 

The provisions of § 805.204 shall 
apply to contracts in connection with 
the operation of a Project. 

§ 'S0.>..H0 Contract> for personal .services. 

The IHA shall not without the prior 
written approval of HUD enter into, 
execute or approve any agreement or 
contract for personal, management, 
legal or other services with any person 
or firm (a) where the initial period or 
term of the agreement or contract (in¬ 
cluding any renewal) is in excess of 
two years, or (b) where the amount of 
the agreement or contract is in excess 
of the amount included for such pur¬ 
pose in the HUD-approved develop¬ 
ment cost budget or operating budget 
or an amount specified from time to 
time by HUD. as the case may be. or 
(C) where the agreement or contract is 

for legal or other services in connec¬ 
tion with litigation. 

§S0.5..3I1 Operating subsidy—.MH projects. 

I a) Scope. This section provides for 
determination of operating subsidy on 
a uniform basis for all MH Projects, 
including Existing Projects whether or 
not converted in accordance with 
§805.428. 

(b) Eligible Co^s. Operating subsidy 
shall be paid to reimburse the IHA for 
the HUD-approved costs of Independ¬ 
ent Public Accountant audits. Operat¬ 
ing subsidy may also be paid to cover 
proposed expenditures approved by 
HUD for the following purposes. 

(1) Administration Charges for 
vacant units where the IHA shows to 
HUD'S .satisfaction that it is making 
every reasonable effort to fill the va¬ 
cancies. 

(2) Collection losses due to payment 
delinquencies on the part of Home- 
buyer families whose MHO Agree¬ 
ments have been terminated, and who 
have vacated the home, and the actual 
cost of any maintenance (including re¬ 
pairs and replacements) necessary to 
put the vacant home in a suitable con¬ 
dition for a substitute Homebuyer 
family. Operating subsidy may be 
made available for these purposes only 
after the IHA has previously utilized 
all available homebuyer credits. 

(3) The costs of HUD-approved 
Homebuyer counseling but not in du¬ 
plication of Homebuyer Counseling 
co.sts funded under a Development 
Cost Budget (pursuant to §805.412 or 
§805.429). 

(4) HUD-approved costs for training 
of staff and Commissioners. 

(5) Operating costs resulting from 
other unusual circumstances, as deter¬ 
mined by HUD. justifying payment of 
operating subsidy. 

(c) Ineligible Costs. No operating 
subsidy shall be paid for utilities, 
maintenance or other items for which 
the Homebuyer is responsible (other 
than necessary to put a vacant home 
in condition for a substitute family as 
provided in paragraph (b)(2) of this 
.section). 

§ S0.i.:n2 Operating sub>id>—nther pro¬ 
jects. 

Operating subsidy for Projects other 
than MH Projects shall be determined 
under the applicable regulations. 

Subpart D-^Mutuol Help Homeownerthip 
Opportunity Program 

§ H05. iOi Scope and applicability. 

(a) Scope. This Subpart sets forth 
the requirements applicable to the 
Mutual Help Homeownership Oppor¬ 
tunity Program. For any matter not 
covered in this Subpart .see also the 
provisions of Subparts A. B, and C of 
this Part. 
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(b) Applicability. The provisions of 
this Subpart shall be applicable to all 
MH Projects placed under ACC on or 
after the effective date of this Part, 
and any Existing Projects converted in 
accordance with § 805.428. 

§ 805.402 Definitions. 

See §§ 805.102 and 805.430. 

§ 805.403 Contractual framework. 

An MH Project involves three basic 
contracts: an ACC for an MH Project, 
an MHO Agreement and an MH Con¬ 
struction Contract, each in the form 
prescribed by HUD. 

§ 805.404 Special provisions for develop¬ 
ment of an MH Project. 

(a) Application for Project. An appli¬ 
cation for an MH Project shall in¬ 
clude, in as much detail as possible, a 
tentative listing of the family size and 
incomes of the families who will be eli¬ 
gible and willing to participate as MH 
Homebuyers, and the expected 
sources, forms and amounts of their 
MH Contributions. The application 
shall state that the listing is supported 
by signed applications of the families. 

(b) Inclusion of MH Contribution in 
Development Cost. The total amount 
of the MH Contributions shall be in¬ 
cluded in the Development Cost for an 
MH Project. The development cost 
budget shall slate in total and sepa¬ 
rately the portion of the Total Devel¬ 
opment Cost to be attributed to the 
land, cash, materials, equipment, and 
MH work to be furnished by or on 
behalf of the Homebuyers as their MH 
Contributions. 

to Purchase of Sites. (1) An IHA 
may purchase a homesite (subject to 
the limitation stated in paragraph 
(c)(2) of this section), if neither the 
tribe nor the Homebuyers can donate 
or contribute enough sites suitable for 
Project use. 

(2) In the case of purchased home- 
sites, the cost of an unimproved home- 
site to be charged against the Develop¬ 
ment Cost Budget shall not exceed 
8.75 percent of the estimated Dwelling 
Construction and Equipment Cost 
(DC&E Cost) unless it is shown to the 
satisfaction of HUD that the topo¬ 
graphic features of the site are such 
that the excess cost will be offset by 
the savings in the cost of site improve¬ 
ments. The cost for purchase of an im¬ 
proved or partially improved homesite 
may be approved by HUD if the pur¬ 
chase price, together with any cost of 
further site improvement, is reason¬ 
able in relation to the estimated 
DC&E Cost and is consistent with an 
acceptable Total Development Cost. 

(d) Availability of Sites for Use by 
Substitute Homebuyers. Each homesite 
shall be legally and practicably availa¬ 
ble for use by a substitute Homebuyer. 
If a site is part of other land owned by 

the prospective Homebuyer, the lease 
or other conveyance to the IHA shall 
include legal right of access to the site 
by any substitute Homebuyer. 

(e) Substitution of Site. No substitu¬ 
tion of a site shall be permitted after 
final site approval except with specific 
HUD approval on the basis of a show¬ 
ing to the satisfaction of HUD that: 
(1) the change is necessary by reason 
of special circumstances and (2) the 
change will not unreasonably delay or 
unreasonably add to the cost of the 
Project. 

(f) Time for Acquisition of Contrib¬ 
uted or Donated Sites. Contributed or 
donated sites shall (with only those 
exceptions allowed in accordance with 
§ 805.217(b)) be leased or conveyed to 
the IHA before execution of the Con¬ 
struction Contract. 

(g) Consultation with Homebuyers. 
The IHA shall be responsible for de¬ 
termining the extent to which home- 
buyers or their representatives should 
be given an opportunity to comment 
on the planning and design of the 
homes. Any recommendations result¬ 
ing from such consultation shall be 
consistent with HUD standards and 
cost limitations and shall be subject to 
IHA and HUD approval. 

(h) Execution of MHO Agreements. 
MHO Agreements may be executed 
prior to ACC. Where MHO Agreement 
have not been executed prior to ACC, 
they shall be executed promptly after 
ACC. 

(i) Cost of Counseling Program. The 
Development Cost of an MH Project 
shall include an amount not in excess 
of $500 multiplied by the number of 
Homes in the Project for a counseling 
program as required by § 805.429. 

(j) Financial Feasibility. The Devel¬ 
opment Program shall include a dem¬ 
onstration by the IHA that there is a 
sufficient number of selected Home- 
buyers who are able and willing to pay 
the Adminislr.aiion Charge and meet 
the other obligatiohs under MHO 
Agreements (see § 805.406(b)) and who 
have signed statements that they are 
willing to enter into MHO Agree¬ 
ments. However, this requirement may 
be modified with the approval of the 
HUD Assistant Secretary for Housing 
Management in cases involving areas 
of exceptionally low income or other 
exceptional circumstances. 

(k) Rights Under MHO Agreement if 
Project Fails to Proceed. Any MHO 
Agreement shall be subject to revoca¬ 
tion by the IHA if the IHA or HUD de¬ 
termines not to proceed with the de¬ 
velopment of the Project in whole Or 
part. In such event any contribution 
made by the Homebuyer or tribe shall 
be returned. 

§ 805.405 Financing.of development cost. 

(a) Development Cost shall be fi¬ 
nanced by issuance of notes, and not 
by issuance of bonds. 

(b) Under the ACC, HUD agrees to 
advance funds from time to time to 
the IHA upon a showing by the IHA 
that the funds requisitioned by the 
IHA are needed for the development 
of the Project. This commitment is 
called the Project Loan, and the IHA 
note evidencing the borrowing from 
HUD is called a Project Loan Note, 

(c) HUD may at any time require the 
IHA to obtain loans from sources 
other than HUD, in lieu of advances 
from HUD, secured by a pledge of 
HUD'S agreement under the ACC to 
advance monies to the IHA. The IHA 
note evidencing such borrowing from 
non-HUD sources is called a Project 
Note. 

§ 805.406 Selection of .MH homebuyers. 

(a) Admission Policies. In adopting 
admission regulations in accordance 
with § 805.302, an IHA may establish 
admission policies for MH Projects 
which are different from those for 
Rental or Turnkey III Projects of the 
IHA, including different income and 
assets limits. 

(b) Ability to Meet Homebuyer Obli¬ 
gations. A family shall not be selected 
for MH housing unless, in addition to 
meeting the maximum income limits 
and other requirements for admis.sion 
(see §805.302), the family is able and 
willing to meet all obligations of an 
MHO Agreement, including the obliga¬ 
tions to perform or provide the neces¬ 
sary maintenance, to provide the re¬ 
quired MH Contribution and its own 
utilities, and to pay the Administra¬ 
tion Charge (unless such requirements 
are modified in exceptional cases in ac¬ 
cordance with § 805.404(g)). A family 
may be selected even if the Adminis¬ 
tration Charge plus utilities, or the 
Administration Charge alone, would 
exceed 25 percent of Family Income, if 
the family can be expected rea.sonably 
to pay the Administration Charge and 
meet its other obligations under the 
MHO Agreement (e.g., as demonstrat¬ 
ed by the family’s income, including 
public assistance, the family’s past his¬ 
tory, or the family’s ability to supple¬ 
ment its income by providing its own 
food, fuel or other necessities). 

(c) MH Waiting List. (1) Families 
who wish to be considered for selec¬ 
tion for MH housing shall apply spe¬ 
cifically for such hou.sing. A family on 
any other IHA waiting list, or a tenant 
in a Rental Project of the IHA, must 
also submit an application for selec¬ 
tion in order to be considered for MH 
Projects. 

(2) The IHA shall maintain a waiting 
list, separate from any other IHA 
waiting lists, of families which have 
applied for MH housing and which 
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have been determined to meet the ad¬ 
mission requirements. 

(3) All applications for selection for 
MH housing shall be dated as received: 
except that an application from a 
family on the waiting list for any 
other IHA Project shall have the same 
date of application as the date of its 
application for such other IHA Pro¬ 
jects. 

(4) The filing of an application for 
MH housing by a family which is an 
applicant for other IHA housing, or is 
a tenant in such housing, shall not in 
any way affect its status with regard 
to such other housing. Such applicant 
shall not lose its place on another IHA 
housing waiting list until it has been 
selected for MH housing and the MHO 
Agreement has been signed. 

(d) Making the Selections. Promptly 
after HUD approval of the application 
for a Project, the IHA shall proceed 
with selection of as many Homebuyers 
as there are Homes in the Project. Se¬ 
lection of Homebuyers shall be made 
from the MH waiting list in accord¬ 
ance with the date of application and 
other pertinent factors under the 
IHA’s admissions regulations estab¬ 
lished in accordance with § 805.302. Se¬ 
lection of a Homebuyer shall be made 
only after the site for that Homebuyer 
has received HUD final site approval. 

§S()r».i07 Notirirations to applicant fami¬ 
lies!. 

(a) Notification to Families Not 
Meeting Admission Requirements. 
When an IHA determines that a 
family docs not meet the admission re¬ 
quirements. the IHA shall give the 
family prompt written notice of this 
determination. The notice shall state 
the basis for the determination, and 
shall state that the family is entitled 
to an informal hearing by the IHA on 
the determination if request for such 
hearing is made within a reasonable 
time as specified in the notice. 

(b) Notification to Selected Families. 
A selected family shall be given a writ¬ 
ten Notice of Selection including the 
following information: 

(DA statement that the family has 
been selected for an MH Project and 
that the site for the famdly (identify) 
has been approved: 

(2) A statement that the family shall 
return the enclosed statement of will¬ 
ingness to execute an MHO Agree¬ 
ment and the name(s) of the person(s) 
who must sign the statement on 
behalf of the family: 

(3) A statement that the family will 
be advised at a later date of the time 
and place for execution of the MHO 
Agreement and the name(s) of the 
personls) who must execute it on 
behalf of the family: 

(4) A statement that after execution 
of the Construction Contract the 
family will receive a notice of confir¬ 

mation which will state the estimated 
date of completion of the unit desig¬ 
nated for the Homebuyer, insofar as 
such date can be reasonably deter¬ 
mined: and 

(5) A statement that the isuance of 
the Notice of Selection does not con¬ 
stitute or give rise to any contractual 
obligation of the part of the IHA or 
HUD. 

(c) Notification to Families Not Se¬ 
lected for a Project If the IHA deter¬ 
mines that an applicant meets the ad¬ 
mission requirements but is not to be 
selected for a certain MH Project, the 
IHA shall so notify the applicant in 
writing. The notice shall also state 
that the applicant will remain on the 
IHA’s waiting list for consideration for 
admission in the event of vacancies or 
additional MH housing. 

§ 80.5. lOS Mil contribution. 

(a) Form of Contribution. MH Con¬ 
tributions toward the Development 
Cost of a Project may be in the form 
of (1) land. (2) work. (3) cash, or (4) 
materials or equipment. Contributions 
other than work may be made by a 
tribe on behalf of Homebuyers. The 
IHA may determine that the MH Con¬ 
tributions to a Project shall consist 
either wholly of any of these forms of 
contribution, or of any combination of 
these forms of contribution. The 
amount of each form of MH Contribu¬ 
tion shall be specified in the Develop¬ 
ment Program and development cost 
budget for the Project. Where a tribal 
contribution is involved, the tribe shall 
adopt a tribal resolution stating its 
commitment to the IHA to make the 
contribution on behalf of Home- 
buyers, and a copy of this re.solution 
shall be submitted to HUD with the 
Development Program. 

(b) Amount of MH Contribution to 
Project. The minimum aggregate MH 
Contribution to a Project shall be 
$1,500 multiplied by the number of 
Homes in the Project. If any homesite 
has been purchased for more than 
$1,500 and the excess has not been 
covered by funds from a source other 
than Project funds (see §805.404(0), 
the minimum aggregate contribution 
for the Project shall be increased by 
the amount of the excess. 

(c) Credit for MH Land Contribu¬ 
tion—(1) Sharing of Land Credits. 
Whether homesites are contributed by 
Homebuyers or by the tribe, the total 
of the MH credits for contributed 
homesites shall be pooled and shared 
equally by all the Homebuyers in the 
Project, including substitute Home- 
buyers. 

(2) Credit for Contributed Homesite. 
The amount to be credited as an MH 
Contribution for a contributed home- 
site shall not exceed $750 or the ap¬ 
praised value determined in accord¬ 
ance with § 805.219, but shall not in 

any event be more than an average for 
the project of $1,500 per homesite. 

(d) Non-land Contributions. (1) If 
the land contributions aggregate less 
than the minimum for the Project as 
stated in paragraph (b) of this section, 
the difference shall be provided by 
non-land contributions, and this obli¬ 
gation shall be shared equally by all 
the Homebuyers in the Project. 

(2) The foregoing establishes the 
minimum non-land contribution. An 
IHA may require an additional non¬ 
land contribution in its discretion. 

(e) Total Contribution to be Fur¬ 
nished Before Occupancy. A Home- 
buyer shall not be entitled to com¬ 
mence occupancy of the Home until 
the total non-land MH Contribution 
on behalf of the Homebuyer as speci¬ 
fied in the MHO Agreement (whether 
to be furnished by the Homebuyer or 
the tribe), has been furnished, wheth¬ 
er or not the items are necessary for 
occupancy, e.g., exterior painting. (For 
exception, see § 805.415(a)(2)(ii).) 

§ 80.5.109 MH contributions in event of 
substitution of homebuyer. 

(a) If an HMO Agreement is termi¬ 
nated and a substitute Homebuyer Is 
selected, the amount and kind of MH 
Contribution to be provided by the 
substitute Homebuyer shall be deter¬ 
mined in accordance with the princi¬ 
ples set forth in §805.408: i.e., the 
credits for the land contribution shall 
be divided equally among all the Ho¬ 
mebuyers including the substitute 
Homebuyer and the aggregate MH 
credit to the Homebuyers for credit 
for contributions consisting of work, 
materials or equipment shall not be 
more than the amount slated in the 
Construction Contract unless (1) the 
contractor agrees to reduce the Price 
Payable to Contractor by an amount 
equal to the additional MH credit, but 
without any increase in the Total Con¬ 
tract Price, or (2) the excess is ac¬ 
counted for under" paragraph (b) of 
this section. The distribution among 
the Homebuyers of the non-land con¬ 
tribution to be provided shall, to the 
maximum extent po.ssible follow the 
principles of § 805.408 to achieve an 
equitable distribution among all the 
Homebuyers. After consulting the 
Homebuyers and the contractor, the 
IHA shall notify each Homebuyer and 
the contractor, in WTiting, of the modi¬ 
fications to the MH Contribution re¬ 
quirements. and shall advise them 
that unless they notify the IHA of any 
objection within a stated time from re¬ 
ceipt of the notification, the modified 
MH requirements will become effec¬ 
tive. In the case of any dispute which 
cannot be resolved by the IHA, the 
matter may be referred to HUD for 
resolution. 

(b) Where circumstances so require, 
the IHA may. provided that the appro- 
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priate development account is cred¬ 
ited, permit the substitute Homebuyer 
to complete his MH Contribution 
within a specified period of time, not 
later than the first five years of occu¬ 
pancy, in the form of (1) cash in addi¬ 
tion to the Required Monthly Pay¬ 
ments, (2) clerical, maintenance, pro¬ 
fessional or technical work for the 
IHA or (3) another form of contribu¬ 
tion satisfactory to the IHA, as set 
forth in specific provisions to be in¬ 
cluded in the MHO Agreement. 

§ 805.410 MH work contribution. 

(a) Homebuyer’s Work Obligation. 
(1) Each Homebuyer shall perform the 
work obligation under the direction of 
the contractor in accordance with the 
terms of the MHO Agreement. The 
work obligation of a Homebuyer may 
be performed by members of the 
family. The work may also be per¬ 
formed by an arrangement for others 
(relatives or friends, for example) to 
work on the Homebuyer’s behalf, but 
only with the approval of the IHA and 
the contractor. 

(2) The specific jobs to be performed 
by Homebuyers, and the value of each 
job, shall be listed in an appendix to 
the Construction Contract, which 
shall be available for inspection by the 
Homebuyers. The listed jobs shall be 
essential jobs which the contractor 
would have to pay for in order to com¬ 
plete the Construction Contract if the 
work were not provided by the Home- 
buyers. The listed jobs may relate to 
work on site improvements or commu¬ 
nity facilities and may include office 
or clerical work. 

(3) The total value of the jobs actu¬ 
ally assigned to the Homebuyers shall 
not exceed the total value of jobs to be 
performed by MH work, and the total 
value of the jobs actually assigned to 
any Homebuyer may not exceed the 
value of the MH work the Homebuyer 
is required to provide. 

(b) Valuation of Jobs. The jobs listed 
in the appendix to the Construction 
Contract shall be valued by the IHA 
and the contractor as follows: 

(1) The jobs to be assigned shall be 
identified. For example, the jobs could 
include prefabrication of trusses, wall 
sections, etc., mixing mortar, cutting 
and/or nailing lumber, installing lath, 
exterior and/or interior painting, but 
in every instance shall be related to a 
defined quantity or a part of the 
Home, so that the job can be priced on 
a per unit basis. 

(2) For each of these jobs an esti¬ 
mate shall be made of the time (hours 
or days) which would be needed if the 
work were done by journeymen work¬ 
ers. 

(3) The amount of time so estimated 
shall then be multiplied by the jour¬ 
neymen Davis-Bacon wage rate for the 
type of work involved. The amount so 

computed shall constitute the value of 
the Job involved. 

(c) Assignment and Performance of 
Jobs and Homebuyer Credit (1) The 
Homebuyer may be assigned to any of 
the listed jobs, and may be reassigned 
from one job to another during the 
course of construction. 

(2) The Homebuyer shall provide as 
many hours of work as necessary to 
complete the assigned jobs regardless 
of the number of hours used to com¬ 
pute the value of the jobs under para¬ 
graph (b) of this section. The credit 
given the Homebuyer shall be the 
value of the assigned jobs regardless 
of the number of hours actually 
worked to perform the jobs. 

(3) As an alternative to paragraph 
(c)(2) of this section, the contractor 
may estimate the number of hours of 
Homebuyer work required to perform 
the jobs and may make assignments to 
the Homebuyers in terms of numbers 
of hours of work. In that event, the 
Homebuyer shall be credited for the 
full MH work contribution when the 
number of hours of work assigned to 
him has been completed. 

(d) Record of MH Work. The con¬ 
tractor shall adopt a system (with the 
approval of the IHA) for keeping a 
record of MH work. 

(e) Failure to Provide MH Work. (1) 
The IHA shall to the extent feasible 
monitor the performance of MH work 
so that problems in the performance 
of MH work can be anticipated and 
avoided, or effectively dealt with when 
they occur. The IHA may terminate 
the MHO Agreement if the Home- 
buyer is, unable or unwilling to pro¬ 
vide, or for any other reason fails to 
provide, the MH work obligation. 

(2) If in the judgment of the con¬ 
tractor a Homebuyer is not meeting 
his MH work obligations, the contrac¬ 
tor may request the assistance of the 
IHA. Where the deficiency cannot oth¬ 
erwise be remedied, the contractor 
may request the IHA to terminate the 
Homebuyer’s MHO Agreement and 
select another Homebuyer to provide 
the MH work. 

(3) If the contractor calls upon the 
IHA to terminate the MHO Agree¬ 
ment and the contractor furnishes to 
the IHA sufficient proof of the alleged 
nonperformance by the Homebuyer, 
the IHA shall then terminate the 
MHO Agreement in accordance with 
the procedures stated in § 805.424(b). 
In the event of such a termination of 
an MHO Agreement, the IHA shall, to 
the extent feasible, select a substitute 
Homebuyer able to provide an MH 
work contribution equal to the value 
of the uncompleted work assignment 
of the terminated Homebuyer. If the 
IHA finds it is not feasible to select 
such a substitute, the contractor shall 
nevertheless not be excused from his 
obligation to achieve acceptable com¬ 

pletion of all the contract work with¬ 
out an increase in the Total Contract 
Price or Price Payable to Contractor. 

§ 805.411 Cash contribution. 

The MHO Agreement may provide 
for a contribution of cash in a lump 
sum, or under a planned installment 
schedule, so long as the full amount of 
the cash contribution is to be received 
by the IHA not later than the date the 
Home is available for occupancy. (For 
exceptions see § 805.409(b) and 
§805.415(a)(2)(ii).) Payments of con¬ 
tributed cash shall be made to the 
IHA and shall be utilized for the pay¬ 
ment of Development Costs. 

§ 805.412 Materials or equipment contri¬ 
bution. 

If any part of a Homebuyer’s MH 
Contribution is to be provided by fur¬ 
nishing materials or equipment, such 
contribution shall be provided and ac¬ 
counted for in accordance with the 
special provisions of the Construction 
Contract covering such contribution, 
which provisions shall include a state¬ 
ment of the kind, quality and value of 
such contributed materials and equip¬ 
ment. 

§ 805.413 Special requirements for .\IH 
construction contracts. 

(a) Special Provisions to be Included 
in Advertisements. The advertisement 
for an MH Construction Contract 
shall state that: 

(1) The Project is an MH Project; 
(2) The contractor may obtain a 

copy of the proposed MH Construc¬ 
tion Contract and form of MHO 
Agreement; 

(3) The contractor may obtain a list¬ 
ing of the Homebuyers whose sites 
have received HUD tentative site ap¬ 
proval, and a specification of the 
sources, forms and amounts of the MH 
Contributions to be utilized by the 
contractor; 

(4) The contractor shall be permit¬ 
ted to review information relating to 
the ability and capacity of each Home- 
buyer to provide MH work, and to in¬ 
terview the Homebuyers: 

(5) By submitting a bid or proposal, 
the contractor agrees that, except as 
he may specify in his bid, the selected 
Homebuyers have the ability and ca¬ 
pacity to provide the required MH 
work; and 

(6) Substitution of a Homebuyer 
shall be subject to the approval of the 
contractor, but only with respect to 
the ability and capacity of the subsi- 
tute Homebuyer to provide MH work, 

(b) Workmen’s Compensation Insur¬ 
ance. The contractor shall provide 
Workmen’s Compensation Insurance 
for Homebuyers and those authorized 
to provide work on their behalf. If 
such insurance is not available, the 
contractor shall obtain private insur- 
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ance of substantially comparable cov¬ 
erage. 

(c) Responsibility of Contractor. The 
Construction Contract shall provide 
that the contractor shall be responsi¬ 
ble for acceptable completion of all 
the Homes, including the tasks as¬ 
signed to Homebuyers for MH work 
credit. 

(d) Toted Contract Price and Price 
Payable to Contractor. The Total Con¬ 
tract Price shall include the sum of (1) 
the values of the MH work to be per¬ 
formed. and (2) the value of any mate¬ 
rials and equipment to be provided as 
an MH Contribution. The Price pay¬ 
able to Contractor shall be the Total 
Contract Price, less the sum of para¬ 
graph (d)(1) and (2) of this section. 
The Total Contract Price shall not 
exceed the HUD-approved estimate of 
the cost of constructing the Project 
without the use of any MH Contribu¬ 
tions. 

§ K0.^.4I4 Disposition of contributions on 
termination before date of occupancy. 

(a) If an MHO Agreement is termi¬ 
nated by the IHA or the Homebuyer 
before the Date of Occupancy, the 
Homebuyer shall not receive any reim¬ 
bursement or return of property on ac¬ 
count of any contribution, unless the 
IHA makes a determination, subject to 
HUD approval, that the termination is 
warranted by reason of unforeseen cir¬ 
cumstances beyond the Homebuyer’s 
control, or other" unforeseen compel¬ 
ling circumstances. If such a determi¬ 
nation is made: 

(1) The Homebuyer may be reim¬ 
bursed for any cash materials or 
equipment contributed by the Home- 
buyer. 

(2) If the Homebuyer contributed 
land as a Project site, the site may be 
returned if (i) construction has not 
started on the site or construction on 
the site is minimal, and (ii) if the 
scoije of the Construction Contract is 
affected, an appropriate reduction in 
the Total Contract Price and Price 
Payable to Contractor has been agreed 
to with the contractor. If the site is 
not returned and is used in the Proj¬ 
ect, the terminated Homebuyer shall 
be reimbursed for the amount speci¬ 
fied in the MHO Agreement for the 
land contribution. 

(3) The terminated homebuyer shall 
have no right to any reimbursement or 
return of projjerty on account of any 
tribal contribution, or on account of 
the value of any MH work contribu¬ 
tion. 

(b) The amount of any credit for 
non-land contributions by a terminat¬ 
ed Homebuyer. other than a contribu¬ 
tion for which reimbursement or 
return of property was made in ac¬ 
cordance with paragraph (a) of this 
section, shall be credited in equal 
shares to the Unrefundable MH Re¬ 

serves of all the Homebuyers in the 
Project, including a substitute Home- 
buyer (see § 805.421(a)). 

(c) The amount of any credit on ac¬ 
count of any tribal non-land contribu¬ 
tion on behalf of any terminated 
Homebuyer shall be credited to the 
Unrefundable MH Reserve maintained 
for the substituted Homebuyer. (see 
§ 805.421(a)). 

(d) The amount of any credit on ac¬ 
count of any land contribution for 
which reimburement or return of 
property in accordance with para¬ 
graph (a) of this section Is not made, 
and of any credit on account of the 
terminated Homebuyer’s share of the 
credits for homesites contributed by 
the tribe, shall be pooled and shared 
equally by all the Homebuyers in ac¬ 
cordance with § 805.408(c)(1). 

§ 803.415 Actions upon completion; com¬ 
mencement of occupancy. 

(a) Notice. (1) Upon acceptance by 
the IHA from the contractor of the 
Home as ready for occupancy, the IHA 
shall determine whether the Home¬ 
buyer’s full MH Contribution has been 
provided and, in the event of an af¬ 
firmative determination, the Home- 
buyer shall be notified in writing that 
his Home is available for occupancy as 
of a date specified in the notice (“Date 
of Occupancy’’). 

(2) If the IHA determines that the 
Homebuyer has not fully provided his 
MH Contribution, the Homebuyer 
shall be so notified in writing and: 

(i) The notice shall specify the time 
by which the Homebuyer’s full MH 
Contribution shall be provided and 
shall state that the Homebuyer may 
not commence occupancy until the 
Homebuyer’s full MH Contribution 
has been provided, or 

(ii) If there is special justification 
for permitting occupancy prior to com¬ 
pletion of the Homebuyer's MH Con¬ 
tribution (such as prevention of van¬ 
dalism or unacceptable hardship to 
the family) and there is reasonable as¬ 
surance that the Homebuyer will com¬ 
plete the MH Contribution within an 
acceptable time, the notice may con¬ 
tain a Date of Occupancy. In such case 
the notice shall state that the Home 
may be occupied on such date: Pro¬ 
vided, That a written agreement has 
been entered into by the Homebuyer, 
the IHA and the contractor (if MH 
work is involved) specifying the sched¬ 
ule and other details for completion of 
the MH Contribution. 

(b) Lease Term Under MHO Agree- 
menL The term of the Homebuyer’s 
lease under the MHO Agreement shall 
be as provided in the MHO Agree¬ 
ment. 

(c) Credits to MH Reserves. Prompt¬ 
ly after the Date of Occupancy the 
IHA shall credit the amount of the 
MH Contributions to the appropriate 

Reserves in accordance with 
§ 805.421(a) and shall provide the 
Homebuyer and the tribal government 
with a statement, approved by HUD, 
of the amounts so credited. 

§ 805.416 Required monthly payments. 

(a) Establishment of Schedule. (l)(i) 
Each Homebuyer shall be required to 
make a monthly payment (“Required 
Monthly Payment’’) of no less than 
the Administration Charge. 

(ii) Subject to the requirement for 
payment of at least the Administra¬ 
tion Charge, each Homebuyer shall 
pay an amount of Required Monthly 
Payment computed by (i) multiplying 
Family Income by a specified percent¬ 
age, and (ii) subtracting from that 
amount the Utility Deduction (as spec¬ 
ified in the approved schedule). The 
specified percentage shall be no less 
than 15 percent and no more than 25 
percent, as determined by the IHA. 

(2) The IHA’s schedule may provide 
that the Required Monthly Payment 
shall not be more than a maximum 
amount as determined under the regu¬ 
lations. provided that this maximiun 
shall not be less than the sum of: 

(i) The Administration Charge, and 
(ii) The monthly debt service 

amount shown on the Homebuyer’s 
Purchase Price Schedule. 

(b) Amount of Required Monthly 
Payment 'The Homebuyer shall pay to 
the IHA during the lease term a 
monthly payment (“Required Month¬ 
ly Payment”) determined in accord¬ 
ance with the IHA’s HUD-approved 
schedule and regulations. If the Re¬ 
quired Monthly Payment exceeds the 
Administration Charge, the amount of 
the excess shall be credited to the 
Home- buyer’s Monthly Equity Pay¬ 
ments Account (see § 805.421(bKl)). 

(c) Definitions Used in Determining 
Required Monthly Payment. For the 
purpose of determining the amount of 
the Required Monthly Payment: 

(1) ’The definitions of “Family 
Income” and “Total Family Income” 
as stated in 24 CFR, 860.403(f) and 
860.403(0), shall be applicable; 

(2) “Utility Deduction” shall mean 
the amount estimated by the IHA, and 
approved by HUD, for the monthly 
cost to the Homebuyer for the reason¬ 
able use of utilities which he is obli¬ 
gated to provide under the MHO 
Agreement; and 

(3) “Utilities” shall mean water, elec¬ 
tricity, gas, other heating, refrigera¬ 
tion and cooking fuels and sewerage 
services. (Telephone service is not in¬ 
cluded as a utility.) 

(d) Adjustments in the Amount of the 
Required Monthly Payment After the 
initial determination of a Homebuyer’s 
Required Monthly Payment, the IHA 
shall increase or decrease the amount 
of such payment in accordance with 
the HUD-approved schedule or regula- 
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tions to reflect changes in Family 
Income (pursuant to a reexamination 
by the IHA), adjustments in the Ad¬ 
ministration Charge, or in any of the 
other factors affecting computation of 
the Homebuyer’s Required Monthly 
Payment. 

(2) In order to accommodate wide 
fluctuations in the burden of making 
Required Monthly Payments due to 
seasonal conditions, an IHA may agree 
with any Homebuyer for payments to 
be made in accordance with a season¬ 
ally adjusted schedule which assures 
full payment of the required amount 
for each year, 

§ 805.417 Inspections; responsibility for 
items covered by warranty. 

(a) Inspection Before Move-In and 
Identification of Warranties. (1) In 
order that there shall be a record of 
the condition of the Home as of the 
Date of Occupancy, an inspection of 
the Home by the IHA and the Home- 
buyer shall be made as close as possi¬ 
ble to, but not later than, the Date of 
Occupancy. This inspection shall be 
independent of the inspection required 
by § 805.221(c), but may, if feasible, be 
combined with such inspection. After 
the inspection, the IHA inspector shall 
give the Homebuyer a written state¬ 
ment, signed by the inspector, of the 
condition of the Home and equipment. 
If the Homebuyer concurs with the 
.s(s,tement, he shall sign a copy of the 
statement. If the Homebuyer does not 
concur, he shall state his objections. 
The inspector shall note all such ob¬ 
jections on the statement, and the dif¬ 
ferences shall be resolved by the, IHA. 

(2) On or before commencement of 
occupancy of each Home, the IHA 
shall furnish the Homebuyer with a 
list of applicable contractor’s, manu- 
fficturers’ and suppliers’ warranties, 
indicating the items covered and the 
periods of the warranties. 

(b) Inspections During Contractor’s 
Warranty Periods; Responsibility for 
i’ems Covered by Contractor’s, Manu- 
lecturer’s or Suppliers Warranties. 
'i he IHA shall inspect the Home in ac¬ 
cordance with the provisions of 
i 805.222(b) during the contractor’s 
warranty period or periods. Indei>end- 
ent of such IHA inspections, and the 
inspections required under paragraph 
(a) of this section, it shall be the re¬ 
sponsibility of the Homebuyer during 
the period covered by §§ 805.222(b) and 
805.417(a) and subsequently for the 
duration of the applicable warranties, 
to promptly inform the IHA in viTiting 
of any deficiencies arising during the 
warranty periods (including manufac-- 
turers’ and suppliers’ warranties) so 
that the IHA may enforce any rights 
under the applicable warranties. If a 
Homebuyer fails to furnish such a 
written report in time, and the IHA is 
subsequently unable to obtain redress 

under the warranty, t'orrection of the 
deficiency shall be the responsibility 
of the Homebuyer. 

(c) Inspection Upon Termination of 
Agreement If the MHO Agreement is 
terminated for any reason after com¬ 
mencement of occupancy, the IHA 
shall inspect the Home, after notifying 
the Homebuyer of the time for the in¬ 
spection, and shall give the Home- 
buyer a written statement of the cost 
of any maintenance work required to 
put the Home in satisfactory condition 
for the next occupant (see 
§805.424(d)(l)(i)). 

(d) Homebuyer Participation in In¬ 
spections. The Homebuyer shall be no¬ 
tified that he or his representative 
may join in the inspection made pur¬ 
suant to this section. 

(e) Permission for Inspections. The 
Homebuyer shall permit the IHA to 
inspect the Home at reasonable hours 
and intervals during the lease term in 
accordance with rules established by 
the IHA. 

§805.418 Maintenance, utilities, and use 
of home. 

(a) Maintenance. (1) Homebuyer’s 
Responsibility for Maintenance, The 
Homebuyer shall be responsible for 
maintenance of the Home, including 
all repairs and replacements (includ¬ 
ing repairs and replacements necessi¬ 
tated by damage from any cause). The 
IHA shall not be obligated to pay for 
or to provide any maintenance of the 
Home other than the correction of 
warranty items reported during the 
applicable warranty period. 

(2) Homebuyer’s Failure to Perform 
Maintenance, (i) Failure of the Home- 
buyer to perform his maintenance ob¬ 
ligations constitutes a breach of the 
MHO Agreement. Upon a determina¬ 
tion by the IHA that a breach has oc¬ 
curred, the IHA shall require the 
Homebuyer to agree to a specific plan 
of action to cure the breach and to 
assure future compliance. The plan 
shall provide for maintenance work to 
be done within a reasonable time by 
the Homebuyer, or to be done by the 
IHA and charged to the Homebuyer’s 
MEPA. If the Homebuyer fails to 
agree to a reasonable plan or fails to 
carry out the agreed to plan, the MHO 
Agreement shall be terminated in ac¬ 
cordance with §§ 805.424(a) and 
805.424(b). 

(ii) If the condition of the property 
creates a hazard to the life, health or 
safety of the occupants, or if there is 
an immediate risk of serious damage 
to the property if the condition is not 
corrected, the IHA shall have the 
work done, and charge the cost there¬ 
of to the Homebuyer’s MEPA in ac¬ 
cordance with § 805.421(c). 

(iii) Any maintenance work per¬ 
formed by the IHA shall be accounted 
for through a work order stating the 

1 

nature of and charge for the work. 
The Homebuyer shall receive a copy 
of all work orders for his Home. 

(b) Homebuyer’s Responsibility for 
Utilities. The Homebuyer shall fur¬ 
nish his own utilities. ’The IHA shall 
have no obligation to do so. However, 
if the IHA determines that the Home- 
buyer is unable to provide his utilities, 
and that this inability creates condi¬ 
tions which are hazardous to life, 
health or safety of the occupants, or 
threaten immediate serious damage to 
the property, the IHA may provide 
the utilities and charge the Home¬ 
buyer’s MEPA for doing so (subject, 
however, to the limitation provided at 
§805.421(0(4)). 

(c) Obligations with Respect to 
Home and Other Persons and Proper¬ 
ty. The Homebuyer shall agree: 

(1) To use the Home only as a place 
to live for (i) himself and the members 
of his family listed in a schedule ap¬ 
pended to the Homebuyer’s MHO 
Agreement, (ii) children bom to or 
adopted by members of such family 
after the date of the MHO Agreement, 
and foster children, (iii) persons pro¬ 
viding live-in care for a member of the 
Homebuyer family, and (iv) aged or 
widowed parents of the Homebuyer or 
spwuse; other family members may live 
in the Home only with the prior writ¬ 
ten approval of the IHA; 

(2) Not to sublet his Home without 
the prior written approval of the IHA: 

(3) To abide by necessary and rea¬ 
sonable regulations promulgated by 
the IHA for the benefit and well-being 
of the Project and the Homebuyers, 
which shall be prominently posted in 
the IHA office; 

(4) To comply with all obligations 
imposed upon Homebuyers by applica¬ 
ble provisions of building and housing 
codes materially affecting health and 
safety; 

(5) To keep the Home and such 
other areas as may be assigned to him 
for his exclusive use in a clean and 
safe condition; 

(6) To dispose of all ashes, garbage, 
rubbish, and other waste from the 
Home in a sanitary and safe manner; 

(7) To use only in a reasonable 
manner all electrical, plumbing, sani¬ 
tary, heating, ventilating, air-<x>ndi- 
tioning and other facilities and appur¬ 
tenances; 

(8) To refrain from, and to cause his 
household and guests to refrain from, 
destroying, defacing, damaging, or re¬ 
moving any part of the Home or Proj¬ 
ect; 

(9) To conduct himself and cause 
other persons who are on the premises 
with his consent to conduct them¬ 
selves in a manner which will not dis- 
trub the neighbors’ peaceful enjoy¬ 
ment of their accommodations and 
will be conducive to maintaining the 

KDBIAL KECISTU, VOL. 44, NO. 8—THURSDAY, JANUARY 11, 1979 



PROfOSEO RULES 2531 

Project in a decent, safe and sanitary 
condition; and 

(10) To refrain from illegal or other 
activity which impairs the physical or 
social environment of the Project. 

(d) Structural Changes. A Home- 
buyer shall not on his own initiative 
make any structural changes in or ad¬ 
ditions to his Home unless the IHA 
has first determined in writing that 
such change would not (1) impair the 
value of the Home, the surrounding 
Homes, or the Project as a whole; or 
(2) affect the use of the Home for resi¬ 
dential purposes; or (3) violate HUD 
requirements as to construction and 
design. Any changes made in accord¬ 
ance with this section shall be at the 
Homebuyer’s expense (and not from 
any Reserve or Account created under 
the MHO Agreement), and in the 
event of termination of the MHO 
Agreement the Homebuyer .shall not 
be entitled to any compensation for 
such changes or additions. 

§S05.I)9 Adaiiaiiitrati4>ii charge and oper¬ 
ating ex|>enMe. 

(a) Administration Charge. The 
term “Administration Charge” means 
the amount budgeted per unit month 
for operating expense exclusive of the 
costs of Independent Public Account¬ 
ant audits. 

(b) Components of Operating Ex¬ 
pense. The term “operating expense” 
means the amount budgeted for the 
following op>erating expense catego¬ 
ries, and any other operating expense 
categories included in the IHA’s HUD- 
approved operating budget for a fiscal 
year or other budget period: 

(1) Administration. Administrative 
salaries, travel; legal expenses; post¬ 
age; telephone and telegraph; office 
supplies, space, maintenance, and utili¬ 
ties; accounting services; and Inde¬ 
pendent Public Accountant audits ap¬ 
proved by HUD (the costs of which 
shall be reimbursed by HUD). 

(2) General Expense. The cost of pre¬ 
miums for fire and other insurance; 
payments in lieu of taxes, if any; pay¬ 
roll taxes; etc, 

(3) Contribution to Operating Re¬ 
serve. An estimate of the amount re¬ 
quired to accumulate an Operating 
Reserve for the Project as provided in 
§ 805.420. 

§ SO.'i. 120 Operatiag reiierve. 

(a) The IHA shall maintain an Oper¬ 
ating Reserve for the Project in an 
amount sufficient for working capital 
purposes, for estimated future non¬ 
routine requirements for IHA-owned 
administrative facilities and conunon 
property, and for unanticipated proj¬ 
ect requirements approved by HUD. 
The contribution for this reserve pur¬ 
suant to § 805.419(bK3) shall be deter¬ 
mined by the IHA with the approval 
of HUD. The minimum amount of 

such contribution during the first, 
budget period following the end of the 
Intial Operating Period, as defined in 
the ACC, shall be $2.00 per unit per 
month. The subsequent amount of 
this contribution and the proper 
amount of this contribution and the 
proper amount in this reserve shall be 
increased or decreased annually by the 
IHA, and these amounts shall be in¬ 
cluded in the Operating Budget sub¬ 
mitted to HUD for approval. 

(b) At the end of each fiscal year or 
other budget period the Project Oper¬ 
ating Reserve shall be (1) credited 
with the amount by which operating 
receipts exceed operating expenses of 
the Project for the budget period, or 
(2) charged with the amount by which 
operating expenses exceed operating 
receipts of the Project for the budget 
period to the extent of the balance in 
the Operating Reserve. 

§ S().).421 ifinneteyer reserves and ac- 

cuunU. 

(a) Refundable and Unrefundable 
MH Reserves (“Reserves"). (1) The 
IHA shall establish as of the Date of 
Occupancy separate Refundable and 
Undrefundable MH Reserves for each 
Homebuyer. 

(2) The Refundable MH Reserve 
shall be credited with the amount of 
the Homebuyer's non-land MH Contri¬ 
bution. 

(3) The Unrefundable MH Reserve 
shall be credited (i) with the amount 
of the Homebuyer’s share of any cred¬ 
its for land contributed to the Project, 
as determined in accordance with 
§805.408 (cK2), (ii) the Homebuyer’s 
share of any tribal non-land contribu¬ 
tion to the Project, and (iii) the Home¬ 
buyer’s share pursuant to § 805.414(b) 
of any credit for non-land contribu¬ 
tions by a terminated Homebuyer. 

(4) When it becomes necessary to 
draw against either the Refundable 
MH Reserve or the Unrefundable MH 
Reserve, the IHA shall requisition the 
funds from HUD as an advance 
against the Project Loan pursuant to 
the ACC. The amount of these bor- 
rowing.s, along with other Develop¬ 
ment Costs, are repaid by HUD annual 
contributions payments made pursu¬ 
ant to the ACC. 

(b) Equity Accounts (“Accounts"), 
(1) Monthly Equity Payments Account' 
(“MEPA"). The IHA shall maintain a 
separate MEPA for each Homebuyer. 
The IHA shall, as provided in § 805.416 
(a), credit this account with the 
amount by which each Required 
Monthly Payment exceeds the Admin¬ 
istration Charge. 

(2) Voluntary Equity Payments Ac¬ 
count The IHA shall maintain a sepa¬ 
rate Voluntary Equity Payments Ac¬ 
count for each Homebuyer. The IHA 
shall credit this account with the 
amounts of any periodic or occasional 

voluntary payments (over and above 
the Required Monthly Payments) the 
Homebuyer may desire to make to ac¬ 
quire ownership of the Home within a 
shorter period of time. 

(3) Investment of Excess. When the 
aggregate amount of funds held by 
the IHA in the MEPAs and Voluntary 
Equity Payments Accounts of all the 
Homebuyers in the Project exceeds 
the estimated expenditure require¬ 
ments for 90 days, the IHA shall 
invest the excess in federally insured 
savings accounts, in federally insured 
credit unions, or in securities approved 
by HUD. Income earned on the invest¬ 
ment of such funds shall periodically, 
but at least annually, be prorated and 
credited to each Homebuyer’s MEPA 
and Voluntary Equity Payments Ac¬ 
count, in proportion to the amount in 
each such account on the date of pro¬ 
ration. 

(c) Charges for Maintenance. (1) If 
the IHA has maintenance work done 
in accordance with § 805.418(aK2), the 
cost thereof shall be charged to the 
Homebuyer’s MEPA. 

(2) At the end of each fiscal year, 
the debit balance, if any, in the MEPA 
shall be charged, first, to the Volun¬ 
tary Equity Payments Account, 
second, to the Refundable MH Re¬ 
serve and. Third, to the Unrefundable 
MH Reserve, to the extent of the 
credit balances in such Account and 
Reserves. 

(3) In lieu of charging the debit bal¬ 
ance in the MEPA to the Homebuyer’s 
Refundable MH Reserve and/or Unre¬ 
fundable MH Reserve (but not in lieu 
of charging his Voluntary Equity Pay¬ 
ments Account), the IHA may allow 
the debit balance to remain in the 
MEPA pending replenishment from 
subsequent credits to the Homebuyer’s 
MEPA. 

(4) The IHA shall at no time permit 
the accumulation of a debit balance in 
the MEPA in excess of the sum of the 
credit balances in the Homebuyer’s 
Refundable and Unrefundable MH Re¬ 
serves unless the expenditure is re¬ 
quired to alleviate a hazard to the life, 
health or safety of the occupants, or 
to alleviate an immediate risk of seri¬ 
ous damage to the property, and the 
source of funds for reimbursement to 
the IHA is specifically approved by 
HUD. 

(d) Disposition of Reserves and Ac¬ 
counts Upon Acquisition of Owner¬ 
ship. When the Homebuyer purchases 
his Home, the balances in the Home¬ 
buyer’s Reserves and Accounts shall 
be disposed of in accordance with 
§ 805.422(d)(3). 

(e) Disposition of Reserves and Ac¬ 
counts Upon Termination of the Agree¬ 
ment. If the MHO Agreement is termi¬ 
nated by the Homebuyer or the IHA. 
the balances in the Homebuyer’s Re- 
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serves and Accounts shall be disposed 
of in accordance with § 805.424(d).' 

(f) Use of Reserves and Accounts; 
Nonassignability. The Homebuyer 
shall have no right to receive or use 
the funds in any Reserve or Account 
except as provided in the MHO Agree¬ 
ment, and the Homebuyer shall not, 
without approval of the IHA and 
HUD, assign, mortgage or pledge any 
rights in the MHO Agreement or to 
any Reserv-e or Account, 

§ 805.422 Purchase of hi)me. 

(a) When Home May Be Purchased. A 
Homebuyer may at his option purchase 
his Home on or after the Date of Occu¬ 
pancy, but only if the Homebuyer has 
met all of his obligations under the 
iCHO Agreement. 

(b) Purchase Price and Purchase 
Price Schedule. (1) Determination of 
Initial Purchase Price. The IHA shall 
determine the Initial Purchase Price 
of a Home for the Homebuyer who 
first occupies the Home pursuant to 
an MHO Agreement as follows: 

Step 1: From the estimated Total Develop¬ 
ment Cost (including the MH Contributions 
and the full amount for contingencies as au¬ 
thorized by HUD) of the Project as shown 
in the development cost budget in effect at 
the time of execution of the Construction 
Contract, deduct the amounts, if any, attrib¬ 
utable to (i) relocation costs, (ii) counseling 
oosts. and (iii) the cost of any community, 
•dmini.stration or management facilities, in¬ 
cluding the land, equipment and furnishings 
attributable to such facilities as set forth in 
the Development Program for the Project. 

Step 2: Deduct the total amount attributa¬ 
ble to land for the Project (incljading MH 
Contribution credits for land, but not in¬ 
cluding land attributable to community, ad¬ 
ministration or management facilities) from 
the amount determined in Step 1. 

Step 3: Multiply the amount determined 
in Step 2 by a fraction of which the numera¬ 
tor is the prototype cost for the size and 
type of Home being constructed for the 
Homebuyer and the denominator is the sum 
of the unit prototype costs for the Homes of 
various sizes and types comprising the Proj¬ 
ect. 

Step 4: Determine the amount chargeable 
to Development Cost for acquisition of the 
homesite (the assigned value of the home- 
site in accordance with section 805.408(c)(1) 
or the actual cost of the homesite, and not 
the Homebuyer’s share of the aggregate 
credit for all the contributed homesites.) 

Step 5; Add the amount determined in 
Step 4 to the amount determined in Step 3. 
The .sum determined under this step shall 
be the Initial Purchase Price of the Home. 

(2) Purchase Price Schedule. As 
promptly as possible after execution 
of the Construction Contract, the IHA 
shall furnish to the Homebuyer a 
statement of the Initial Purchase 
Price of the Home and a Purchase 
Price Schedule. The Fhirchase Price 
Schedule shall (i) show the monthly 
amortization of the Initial Purchase 
Price over a 25-year period, (ii) state 

the monthly debt service amount upon 
which the schedule is based, and (iii) 
state that such amortization shall 
commence with the first day of the 
month following the Date of Occupan¬ 
cy. The schedule shall be computed on 
the basis of a rate of interest equal to 
the Minimum Loan Interest Rate for 
the Project as stated in the ACC. 

(c) Initial Purchase Price and Pur¬ 
chase Price Schedule for Subsequent 
Homebuyer. (1) Subsequent Home- 
buyer. "Subsequent Homebuyer” 
‘means a Homebuyer other than the 
Homebuyer who first occupies a Home 
pursuant to an MHO Agreement. 

(2) Determination of Initial Pur¬ 
chase Price. The Initial Purchase Price 
for a Subsequent Homebuyer shall be 
the lower of the current appraised 
value or the current replacement cost 
of the Home, both as determined or 
approved by HUD. 

(3) Purchase Price Schedule. Each 
Subsequent Homebuyer shall be pro¬ 
vided with a Purchase Price Schedule 
showing (1) the monthly declining 
purchase price over a 25 year period 
commencing with the first day of the 
month following the effective date of 
the Homebuyers Ownership Opportu¬ 
nity Agreement of the Subsequent 
Homebuyer and (2) the level monthly 
debt service amount necessary to com¬ 
plete amortization of the initial pur¬ 
chase price over such period at the in¬ 
terest rate used to compute the Pur¬ 
chase Price Schedule for the first 
homebuyer. 

(d) Conveyttnee of Home, (1) 
Amounts To Be Paid. The purchase 
price shall be the amount shown on 
the Ihjrchase Price Schedule for the 
month in which the settlement date 
falls. 

(2) Settlement Costs. Settlement 
Costs are the costs incidental to ac¬ 
quiring ownership, including, e.g., the 
cost and fees for credit report, field 
survey, title examination, title insur¬ 
ance, inspections, attorneys other 
than the IHA’s attorney, closing, re¬ 
cording, transfer taxes, financing fees 
and mortgage loan discounts. Settle¬ 
ment Costs shall be paid by the Home- 
buyer, who may use any Reserves or 
Accounts available for this purpose in 
accordance with paragraph (d) (3) of 
this section. 

(3) Disposition of Homebuyer Re¬ 
serves and Accounts. When the Home- 
buyer purchases the Home the net 
credit balances in the Homebuyer’s 
Reserves and Accounts under § 805.421 
shall be applied in the following order: 

(i) If the IHA finances purchase of 
the Home in accordance with 
§805.423, the MEPA and the Volun¬ 
tary Equity Payments Account shall 
be charged, to the extent of the net 
credit balance of these Accounts, first, 
for the initial payment for fire and ex¬ 
tended coverage insurance on the 

Home after conveyance and, second, 
for establishment of a Homeowner’s 
maintenance reserve. Any further 
amounts necessary for these purposes 
shall then be charged against the MH 
Reserves: 

(ii) For application to Settlement 
Costs if the Homebuyer so directs; 

(iii) To payment of the purchase 
price: and 

(iv) For refund to the Homebuyer. 
(4) Settlement A Home shall not be 

conveyed until the Homebuyer has 
met all his obligations under the MHO 
Agreement. The settlement date shall 
be mutually agreed upon by the par¬ 
ties. On the settlement date the 
Homebuyer shall receive the docu¬ 
ments necessary to convey to the 
Homebuyer the IHA’s right, title and 
interest in the Home, subject to any 
applicable restrictions of covenants as 
expressed in such documents. The re¬ 
quired documents shall be approved 
by the attorneys representing the IHA 
and HUD, and by the Homebuyer or 
his attorney. 

(5) IHA Investment of Purchase 
Price Payments, and Remittance to 
HUD. After conveyance, all funds held 
or received by the IHA which are ap¬ 
plied to payment of the purchase price 
of a Home by a Homebuyer or Home- 
owner shall be held separate from 
other Project funds, shall not be used 
for development or operating expenses 
of any Project, and shall be invested in 
accordance with HUD requirements. 
Such funds include the amount ap¬ 
plied to payment of the purchase price 
from the MEPA and the Voluntary 
Equity Payments Account; any cash 
paid in by the Homebuyer for applica¬ 
tion to the purchase price; and, if the 
IHA finances purchase of the Home in 
accordance with § 805.423, any portion 
of the mortgage payments by the 
Homeowner attributable to payment 
of the debt service (principal and in¬ 
terest) on the mortgage. At such inter¬ 
vals as HUD may direct, the IHA shall 
remit to HUD all such funds, and all 
income earned on the investment of 
such funds. 

(e) Notice of Eligibility for Financ¬ 
ing. (1) The IHA shall at the time of 
each examination or reexamination of 
the family’s earnings and other 
income determine among other things 
whether the Homebuyer is eligible for 
IHA Homeowmership Financing under 
§805.423. If the IHA determines that 
the Homebuyer is- eligible, it shall 
notify the Homebuyer in writing and 
shall state that it will make available 
IHA Homeownership Financing to 
enable the Homebuyer to purchase 
the home, and until the Homebuyer 
purchases the home, his or her status 
will be as provided in § 804.422(e)(2), 
the text of which, appropriately modi¬ 
fied, shall be set forth in the letter of 
notification. 
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(2) After the IHA has given notice in 
accordance with paragraph (e)(1) of 
this section that the Homebuyer is eli¬ 
gible for IHA Homeownership Financ¬ 
ing, and until the Homebuyer pur¬ 
chases his Home, he shall have all the 
rights of a Homebuyer (including the 
right to continue accumulating credits 
in the MEPA and Voluntary Equity 
Payments Account) and shall be sub¬ 
ject to all the obligations under the 
MHO Agreement (including the obli¬ 
gation to make monthly payments 
based on income). However, during 
this period there shall be no reduction 
in the purchase price pursuant to the 
Purchase Price Schedule, and the pur¬ 
chase price at the time the Home- 
buyer purchases his Home shall be the 
amount shown on the Purchase Price 
Schedule for the month the IHA gave 
the notice in accordance with para¬ 
graph (e) (1) of this section. 

§ 80;>.12:S IHA homeownership financing. 

(a) Eligibility. The Homebuyer shall 
be eligible for IHA Homeownership Fi¬ 
nancing when the IHA determines 
that: 

(1) he can pay: (i) The amount nec¬ 
essary for Settlement Costs, (ii) the 
initial payment for fire and extended 
coverage insurance carried on the 
Home after conveyance, and (iii) 
$1,500 for the Homeowner’s mainte¬ 
nance reserve (these amounts may be 
paid by application of balances in the 
Homebuyer’s Reserves or Accounts, or 
from other Homebuyer sources): and 

(2) The Homebuyer’s income has 
reached the level, and is likely to con¬ 
tinue at such level, at which 25 per¬ 
cent of monthly Family Income is at 
least equal to the sum of the monthly 
debt service amount shown on the Ho- 
mebuj;er’s Purchase Price Schedule 
and tlie IHA’s estimatejs, approved by 
HUD, of the following monthly pay¬ 
ments and allowances: 

(A) Payment for fire and extended 
coverage insurance; 

(B) Payment for taxes and special 
assessments, if any; 

(C) The IHA mortgage servicing 
charge; 

(D) Amount necessary for mainte¬ 
nance of the Home: and 

(E) Amount necessary for utilities 
for the Home. 

(b) Promissory Note. Mortgage, and 
Mortgage Amortization Schedule. (1) 
When IHA Homeownership Financing 
is utilized the Homebuyer shall ex¬ 
ecute and deliver a Promissory Note 
and Mortgage. The Mortgage shall be 
a first lien on the property, shall be in 
form approved by HUD, shall be re¬ 
corded by the IHA, and shall secure 
performance of all the terms and con¬ 
ditions of the Promissory Note. The 
principal amount of the Promissory 
Note shall be equal to the unpaid bal¬ 
ance of the purchase price of the 

Home as determined in accordance 
with § 805.422. The Promissory Note 
and/or Mortgage shall contain provi¬ 
sions required by HUD which, among 
other things, will provide for adjust¬ 
ment of monthly mortgage payments 
in the event of a reduction in income, 
and for a maintenance reserve of 
$1,500 to be used if the Homeowner 
has no other funds reasonably availa¬ 
ble to pay for expenses such as main¬ 
tenance, insurance, and taxes. 

(2) The IHA shall furnish the Home- 
buyer a Mortgage Amortization Sched¬ 
ule based on the amount of the Prom¬ 
issory Note. This schedule shall pro¬ 
vide for monthly reductions in and 
complete amortization of the principal 
amount of the Promissory Note, and 
shall show the level monthly debt 
service amount needed to complete the 
amortization. The amortization period 
shall commence on the first day of the 
month following the date of settle¬ 
ment and shall end on the first day 
after the end of the period covered by 
the Homebuyer’s Purchase Price 
Schedule. The rate of interest shall be 
the FHA maximum interest rate for 
home mortgages in effect at the time 
of settlement. 

(c) Insurance. Fire and extended 
coverage insurance in an amount and 
on terms acceptable to HUD shall be 
obtained by the IHA prior to settle¬ 
ment and shall be maintained until 
termination of the obligation under 
the Mortgage. The Homeowner shall 
make payments to the IHA to cover 
the cost of the insurance. 

(d) Disposition of Servicing Fees and 
Mortgage Debt Service Payments. The 
amount of the mortgage servicing fees 
collected from the Homeowner under 
Promissory Note may be retained by 
the IHA, and utilized as Project oper¬ 
ating receipts. The total amount of 
the mortgage payments collected 
which are attributable to payment of 
debt service (principal and interest) on 
the mortgage shall be remitted to 
HUD in accordance with § 805.422 
(d)(5). 

(e) Occupancy, Care and Use of 
Home. The IHA shall promulgate 
rules and regulations which are con¬ 
sistent with the provisions of 
§ 805.418(c) concerning occupancy, 
care and use of their Homes by Home- 
owners. 

§ 805.424 TerminatMMi of MHO agreement. 

(a) Termination Upon Breach. In 
the event the Homebuyer fails to 
comply with any of his obligations 
under the MHO Agreement, the IHA 
may terminate the MHO Agreement, 
Misrepresentation or withholding of 
material information in applying for 
admission or in connection with any 
subsequent reexamination of income 
and family composition constitutes a 
breach of the Homebuyer’s obligations 

under the MHO Agreement. “Termi¬ 
nation” as used in the MHO Agree¬ 
ment does not include acquisition of 
ownership by the Homebuyer. 

(b) Notice of Termination of MHO 
Agreement by the IHA; Right of Home- 
buyer to Respond. Termination of the 
MHO Agreement by the IHA for any 
reason shall be by written Notice of 
Termination. Such notice shall state 
(1) the reason for termination: (2) that 
the Homebuyer may respond to the 
IHA in writing or in person, within a 
specified reasonable period of time re¬ 
garding the reason for termination: (3) 
that in such response he may be repre¬ 
sented or accompanied by a person of 
his choice, including a representative 
of the tribal government; (4) that the 
IHA will advise the tribal government 
concerning the termination; (5) that if. 
within 30 days after the date of re¬ 
ceipt of the Notice of Termination, the 
Homebuyer presents to the IHA evi¬ 
dence or assurances satisfactory to the 
IHA that he will cure the breach and 
continue to carry out his MHO obliga¬ 
tions, the IHA may rescind or extend 
the Notice of Termination: and (6) 
that unless there is such recision or 
extension, the lease term and MHO 
Agreement shall terminate on the 
30th day after the date of receipt of 
the Notice of Termination. The IHA 
may. with HUD approval, modify the 
provisions of the Notice of Termina¬ 
tion relating to the procedures for 
presentation and consideration of the 
Homebuyer’s response. In all cases the 
IHA’s procedures for the termination 
of an MHO Agreement shall affoid a 
fair and reasonable opportunity to 
have the Homebuyer’s response heard 
and considered by the IHA. Such pro¬ 
cedures shall comply with the Indian 
Civil Rights Act. 

(c) Termination of MHO Agreement 
by Homebuyer. The Homebuyer may 
terminate the MHO Agreement by 
giving the IHA written notice, and the 
lease term and MHO Agreement shall 
terminate on the 30th day after the 
date of receipt of such notice. If the 
Homebuyer vacates the Home without 
notice to the IHA the Homebuyer 
shall remain subject to the obligations 
of the MHO Agreement including the 
obligation to make monthly payments 
until the IHA terminates the MHO 
Agreement in writing. Notice of the 
termination shall be communicated by 
the IHA to the Homebuyer to the 
extent feasible and the termination 
shall be effective on the date stated in 
the notice. 

(d) Disposition of Funds Upon Ter¬ 
mination of the MHO Agreement. If 
the MHO Agreement is terminated by 
the Homebuyer or the IHA the bal¬ 
ances in the Homebuyer’s Reserves 
and Accounts shall be disposed of as 
follows: 
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(1) The MEPA shall be charged 
with: 

(1) Any maintenance cost incurred 
by the IHA to put the Home in satis¬ 
factory condition for the next occu¬ 
pant; 

(ii) Any amounts the Homebuyer 
owes the IHA including Required 
Monthly Payments; and 

(iii) The Required Monthly Payment 
for the period the Home is vacant not 
to exceed 30 days from the date of re¬ 
ceipt of the Notice of Termination, or 
if the Homebuyer vacates the Home 
without notice to the IHA, for the 
period ending with the effective date 
of termination by the IHA. 

(2) If after making the charges in ac¬ 
cordance with paragraph (d)(1) of this 
section there is a debit balance in the 
MEPA, the IHA shall charge that 
debit balance, first, to the Voluntary 
Equity Payments Account, second, to 
the Refundable MH Reserve and, 
third, to the Unrefundable MH Re¬ 
serve, to the extent of the credit bal¬ 
ances in such Reserves and Account. If 
the debit balance in the MEPA ex¬ 
ceeds the sum of the credit balances in 
the Voluntary Equity Payments Ac¬ 
count and the Refundable and Unre¬ 
fundable MH Reserves the Homebuyer 
shall be required to pay to the IHA 
the amount of such excess. 

(3) If, after making the charges in 
accordance with paragraph (d)(1) of 
this section there is a credit balance in 
the MEPA, this amount shall be re¬ 
funded to the Homebuyer. 

(4) Any credit balance remaining in 
the Voluntary Equity Payments Ac¬ 
count after making the charges de¬ 
scribed in paragraph (d)(2) of this sec¬ 
tion shall be refunded to the Home- 
buyer. 

(5) Any credit balance remaining In 
the Refundable MH Reserve after 
making the charges described in para¬ 
graph (d)(2) of this section shall be re¬ 
funded to the Homebuyer. 

(6) Any credit balance remaining in 
the Unrefundable MH Reserve after 
making the charges described in para¬ 
graph (d)(2) of this section is not re¬ 
fundable to the Homebuyer and shall 
be retained by the IHA on behalf of a 
Subsequent Homebuyer. 

(e) Settlement upon Termination. (1) 
Time for Settlement. Settlement with 
the Homebuyer following a termina¬ 
tion shall be made as promptly as pos¬ 
sible after all charges provided in 
paragraph (d) of this section have 
been determined and the IHA has 
given the Homebuyer a statement of 
such charges. The Homebuyer may 
obtain a settlement before the actual 
cost of any maintenance required to 
put the Home in satisfactory condition 
for the next occupant has been deter¬ 
mined if the Homebuyer is willing to 
accept' the IHA’s estimate of the 
amount of such cost. In such case, the 

amounts to be charged for such main¬ 
tenance shall be based on the IHA’s 
estimate of the cost thereof. 

(2) Disposition of personal property. 
Upon termination, the IHA may dis¬ 
pose of in any lawful manner deemed 
suitable by the IHA any item of per¬ 
sonal property abandoned by the 
Homebuyer in the Home. Proceeds, if 
any, after such disposition, may be ap¬ 
plied to the payment of amounts 
ouTied by the Homebuyer to the IHA. 

(f) Responsibility of IHA to Termi¬ 
nate. (1) The IHA is responsible for 
taking appropriate action with respect 
to any non-compliance with the MHO 
Agreement by the Homebuyer. In 
cases of non-compliance which are not 
corrected as provided further in this 
paragraph, it is the responsibility of 
the IHA to terminate the MHO Agree¬ 
ment to evict the occupant in accord¬ 
ance with the provisions of this sec¬ 
tion. 

(2) As promptly as possible, after a 
non-compliance comes to the attention 
of the IHA, the IHA shall discuss the 
matter with the Homebuyer and give 
him an opportunity to state any ex¬ 
tenuating circumstances or complaints 
which he may have. A specific plan of 
action shall be agreed upon which will 
indicate specifically how the Hpme- 
buyer will come into compliance as 
well as any actions by the IHA which 
may be appropriate. This plan shall be 
put in writing and shall be signed by 
both parties. 

(3) Compliance with the plan shall 
be checked by the IHA not later than 
30 days from the date thereof. In the 
event of refusal by the Homebuyer to 
agree to such a. plan or failure by the 
Homebuyer to comply with the plan, 
the IHA shall issue a Notice of Termi¬ 
nation of the MHO Agreement and 
evict the Homebuyer in accordance 
with the provisions of this section. 

(4) A record of meetings with Home- 
buyers, written plans of action agreed 
upon, and all other related steps taken 
pursuant to this paragraph (f) shall be 
maintained by the IHA for inspection 
by HUD. 

§ 803.425 Succession upon death, mental 
incapacity or abandonment. 

(a) Definition of “Event." “Event” 
means the death of, or mental inca¬ 
pacity of, or abandonment of the 
Home by, all of the persons wiio have 
executed the MHO Agreement as Ho- 
mebuyers. 

(b) Designation of Successor by 
Homebuyer. A Homebuyer may desig¬ 
nate as a successor only a person who, 
at the time of the designation, is a 
member of the Homebuyer’s family 
and is an authorized occupant of the 
Home in accordance with the MHO 
Agreement, or if the designation is 
made before completion of the Home, 
is a member of the Homebuyer’s 

family and is scheduled to be an occu¬ 
pant withn the Home is completed. 
The designation shall be made at the 
time of execution of the MHO Agree¬ 
ment and the Homebuyer may, at any 
subsequent time, change the designa¬ 
tion by written notice to the IHA. and 
designate another successor w'ho 
meets the qualifications of this para¬ 
graph. The designated successor shall 
be entitled to succeed only if, at the 
time of the Event, he meets the condi¬ 
tions stated in paragrpah (c) of this 
section. 

(c) Succession by Persons Designated 
by Homebuyer. Upon occurrence of an 
Event, the person designated as the 
successor shall succeed to the former 
Homebuyer’s rights and responsibil¬ 
ities under the MHO Agreement if the 
designated successor meets the follow¬ 
ing conditions: 

(1) At the time of the Event, (i) the 
successor is a member of the Home¬ 
buyer’s family who is entitled to live 
in the Home pursuant to the IHA's 
written approval, and (ii) in the case 
of an Event occurring after commence¬ 
ment of occupancy by the Homebuyer. 
the successor is living in the Home; 

(2) The successor is willing and able 
to pay the Administration Charge and 
to perform the obligations of a Home- 
buyer under an MHO Agreement; and 

(3) The successor executes an as¬ 
sumption of the former Homebuyer’s 
obligations under the MHO Agree¬ 
ment. 

(d) Designation of Successor by IHA. 
If at the time of the Event there is no 
successor designated by the Home- 
buyer, or if any of the conditions in 
paragraph (c) of this section are not 
met by the designated successor, the 
IHA may designate as successor any 
family member who meets all of the 
conditions of paragraph (c) of this sec¬ 
tion. 

(e) Occupancy by Appointed Guard- 
tan. If at the time of the Event there 
is no qualified successor designated by 
the Homebuyer or by the IHA in ac¬ 
cordance with the foregoing para¬ 
graphs of this section, and a minor 
child or children of the Homebuyer 
are living in the Home, the IHA may, 
in order to protect their continued oc¬ 
cupancy and opportunity for acquiring 
ownership of the Home, approve as oc¬ 
cupant of the Home an appropriate 
adult who has been appointed legal 
guardian of the children with a duty 
to perform the obligations of the 
MHO Agreement in their interest and 
behalf. 

(f) Succession and Occupancy on 
Restricted Indian Land. In the case of 
a Home on Indian land subject to re¬ 
strictions on alienation under federal 
or state law (including federal trust or 
restricted land as defined in 
§ 805.218(a)(2) and land subject to 
trust or restriction under state law), a 
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person who is prohibited by law from 
succeeding to the IHA’s interest in 
such land may, nevertheless, continue 
in occupancy with all the rights, obli¬ 
gations and benefits of the MHO 
Agreement, modified to conform to 
these restrictions on succession to the 
land. 

(g) Termination in Absence of Quali¬ 
fied Successor or Occupant If there is 
no qualified successor in accordance 
with any of the foregoing paragraphs 
of this section, the IHA shall termi¬ 
nate the MHO Agreement. 

§ 80.5.426 Miscellaneous. 

(a) Annual Statement to Homebuyer. 
The IHA shall provide an annual 
statement to the Homebuyer which 
will set forth, at the end of the IHA 
fiscal year, the amount in each of the 
following: (1) The Voluntary Equity 
Payments Account, (2) the MEPA, (3) 
the Refundable MH Reserve, and (4) 
the Unrefundable MH Reserve. The 
statement shall also set forth the re¬ 
maining balance of the purchase price. 

(b) Insurance Prior to Transfer of 
Ownership; Repair or Rebuilding. (1) 
Insurance. The IHA shall carry all in¬ 
surance prescribed by HUD including 
fire and extended coverage insurance 
upon the Home. 

(2) Repair or Rebuilding. In the 
event the Home is damaged or de¬ 
stroyed by fire or other casualty the 
IHA shall consult with the Homebuyer 
as to whether the Home shall be re¬ 
paired or rebuilt. If the IHA deter¬ 
mines that the Home should not be re¬ 
paired or rebuilt, but the Homebuyer 
disagrees, the matter shall be submit¬ 
ted to HUD for final determination. If 
the final determination is that the 
Home should not be repaired or re¬ 
built, the IHA shall terminate the 
MHO Agreement, and the Home- 
buyer’s obligation to make Required 
Monthly Payments shall be deemed to 
have terminated as of the date of the 
damage or destruction. The Home- 
buyer shall in no event be entitled to 
any portion of the insurance proceeds 
upon such damage or destruction. 

(3) Suspension of Payments. In the 
event of termination of an MHO 
Agreement because of damage or de¬ 
struction of the Home, or if the Home 
must be vacated during the, repair 
period, the IHA will use its best efforts 
to assist in relocating the Homebuyer. 
If the Home must be vacated during 
the repair period. Required Monthly 
Payments shall be suspended during 
the vacancy period. 

(c) Notices. Any notice by the IHA 
to the Homebuyer required under the 
MHO Agreement or by law shall be de¬ 
livered in writing to the Homebuyer 
personally or to any adult member of 
his family residing in the Home, or 
shall be sent by certified mail, return 
receipt requested, properly addressed. 

postage prepaid. Notice to the IHA 
shall be in writing, and either deliv¬ 
ered to an IHA employee at the office 
of the IHA or sent to the IHA by certi¬ 
fied mail, return receipt requested, 
properly addressed, postage prepaid. 

§ 803.427 Annual contributions contract. 

(a) The ACC for MH Projects placed 
under ACC on or after the effective 
date of this Part and for MH Projects 
converted in accordance with section 
805.428 shall be in the form prescribed 
by HUD for such Projects. Projects 
under this form of ACC shall not be 
consolidated with Projects under 
other forms of ACC. 

(b) The Minimum Loan Interest 
Rate shall be a rate specified by HUD 
in accordance with the Act. 

§ 80.5.428 Conversion of existing projects. 

(a) Applicability. This § 805.428 shall 
govern the conversion of an Existing 
Project to development and operation, 
or to operation only, under this Sub¬ 
part. Any such conversion shall 
become effective upon the date agreed 
to by the IHA and HUD. 

(b) Obtaining Consent of Home- 
buyers to Conversion. (I) Each Exist¬ 
ing project shall be converted as soon 
as the consent of all the Homebuyers 
in the Project can be obtained. An 
IHA shall counsel all Homebuyers con¬ 
cerning the effects of the conversion, 
and shall obtain from each Home- 
buyer who consents to conversion of 
the project a written commitment in 
the form prescribed in paragraph 
(b)(3) of this section. After conversion 
the Homebuyers will be entitled to all 
the benefits of the new MHO Agree¬ 
ment including IHA Homeownership 
Financing. 

(2) Pending conversion. Existing 
Projects shall be operated in accord¬ 
ance with the ACC and MHO Agree¬ 
ments applicable prior to the effective 
date of this P*art, but any MHO Agree¬ 
ments executed prior to conversion 
shall be modified to include a commit¬ 
ment in the form prescribed in para¬ 
graph (b)(3) of this section. 

(3) The commitments required under 
paragraph (b)(1) or paragraph (b)(2) 
shall contain the following language: 
“The Participant hereby agrees that 
when the project is converted in ac¬ 
cordance with 24 CFR 805.428, he 
shall execute the form of Mutual Help 
and Occupancy Agreement applicable 
for such converted I*roject.’’ 

(c) Changes not Required for Conver¬ 
sion. (DA project may be converted 
without any change in the previously 
approved Development Program or 
previously executed Construction Con¬ 
tract or previously approved value or 
form of the MH Contribution. 

(2) A Project may be converted with¬ 
out requiring Homebuyers admitted to 
occupancy prior to the effective date 

of conversion to make Required 
Monthly Payments computed on the 
basis of a higher percentage of Family 
Income than the HUD-approved 
schedule in effect at the time of con¬ 
version. 

(3) Use of the 25-year purcha.se price 
amortization period shall not be re¬ 
quired as a condition for conversion. 
Instead the IHA and HUD shall esti¬ 
mate when the shorter amortization 
period under the existing MHO Agree¬ 
ment would end, and shall provide a 
I*urchase PTice Schedule ending at 
that time. 

(d) Purchase Price. The purchase 
price of a Home on the date of conver¬ 
sion shall be (1) the balance of debt at¬ 
tributable to the Home, plus (2) the 
balance of the MH contribution not 
previously funded. 

(e) Transfer of Credits. The balances 
in a Homerbuyer’s accounts shall be 
credited as of the date of conversion to 
the appropriate accounts under the 
new form of MHO Agreement in ac¬ 
cordance with the following: 

(1) Unrefundable MH Reserve. This 
reserve shall be credited with the bal¬ 
ance, if any, of the MH Contribution 
furnished by the tribe. 

(2) Refundable MH Reserve. This re¬ 
serve shall be credited with the bal¬ 
ance, if any, of the MH Contribution 
furnished by the Homebuyer. 

(3) MEPA. This account shall be 
credited with the balance in the Ho- 
mebuyer’s individual operating reserve 
not previously applied to reduce Proj¬ 
ect debt. 

§ 80.5.429 Counseling of homebuyers. 

(a) General. The IHA shall provide 
counseling to Homebuyers in accord¬ 
ance with this section. The purpose of 
the counseling program shall be to de¬ 
velop (Da full understanding by Ho¬ 
mebuyers of their responsibilities as 
participants in the MH Project, (2) 
ability on their part to carry out these 
responsibilities, and (3) a cooperative 
relationship with the other Home- 
buyers and the IHA. Each Homebuyer 
shall be required to participate in and 
cooperate fully in all official pre-occu¬ 
pancy and post-occupancy counseling 
activities. Failure without good cause 
to participate in the program shall 
constitute a breach of the MHO 
Agreement. 

(b) Contents of the Program. The 
counseling program shall consist of a 
pre-occupancy phase and a post-occu¬ 
pancy phase. While some elements of 
the program lend themselves more to 
one phase than the other, counseling 
in the two phases shall be coordinated 
and interrelated. The counseling pro¬ 
gram shall include, but not be limited 
to, the following areas: 

(1) Explanation of the MH Program. 
The Homebuyers should be given a 
full explanation of the MH Program 
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and how each Homebuyer relates to 
the program. Each Homebuyer should 
be made aware of his financial and 
legal responsibilities and those of the 
IHA. 

(2) MH Contribution. Each Home- 
buyer should be given counseling nec¬ 
essary to assure that he has a full un¬ 
derstanding of and will be able to pro¬ 
vide the particular form or forms of 
contribution he is obligated to make 
under his MHO Agreement, as well as 
an understanding of his rights in con¬ 
nection therewith, 

(3) Property Care and Maintenance. 
Each Homebuyer should be made fa¬ 
miliar with the overall operation of 
the Home, and its equipment (e.g., 
basic systems of the Home such as 
electrical, plumbing, heating systems; 
major appliances such as refrigerators, 
ranges, dishwashers; minor appliances 
such as openers, toasters; the sur¬ 
roundings of the Home, i.e. yards and 
gardens); the care and maintenance to 
be provided by the Homebuyer; the 
basic provisions of all applicable war¬ 
ranties; and the Homebuyer’s respon¬ 
sibilities in connection with the war¬ 
ranties. 

(4) Budgeting and Money Manage¬ 
ment. Each Homebuyer should be 
counseled in the importance of family 
budgeting and meeting financial obli¬ 
gations, methods for allocating funds 
for utilities and other necessities, the 
use of credit, and consumer matters. 

(5) Information on Community Re¬ 
sources and Services. Each Homebuyer 
should be supplied with information 
relating to resources available in the 
community to provide services in areas 
such as educational opportunities, up¬ 
grading employment skills, legal serv¬ 
ices. dental and health care, child care 
for working mothers, counseling on 
family problems such as marital prob¬ 
lems. alcoholism or drug problems. 

(c) Planning. (1) The counseling pro¬ 
gram shall be carefully designed to 
meet the special needs of the MH 
Project, and shall be flexible and re¬ 
sponsive to the needs of each Home- 
buyer. While many subjects lend 
themselves to group sessions, provision 
should be made for individual instruc¬ 
tion as needed. Individuals should not 
be required to attend classes on mate¬ 
rial with which they are familiar 
unless they can actively participate in 
the instruction process. 

(2) Special attention shall be direct¬ 
ed to the needs of working members of 
the family for sessions to be held 
during a time when they can attend. 
There shall be recognition of the com¬ 
munication and value systems of the 
participants and an understanding and 
respect for their background and expe¬ 
rience. Maximum possible use shall be 
made of local trainers to insure good 
communication and rapport. 

(3) The program may be provided by 
the IHA staff, or by contract with an¬ 
other organization, but in either case 
with voluntary cooperation and assist¬ 
ance of groups and individuals within 
the community. It is essential that the 
training entity be completely knowl¬ 
edgeable concerning the MH Program. 
Where contractors are utilized, there 
shall be a close working relationship 
with the IHA, and there shall be a 
program for phasing in the IHA staff 
who will have the ongoing responsibili¬ 
ty for counseling. 

(4) In planning the program and use 
of the counseling funds (see section (e) 
below), the IHA shall recognize that 
for a number of years after the initial 
counseling there are likely to be fol¬ 
lowup counseling needs. There may 
also be need for counseling in connec¬ 
tion with turnover. Therefore, the 
IHA shall limit the amounts for the 
initial counseling, and shall reserve a 
reasonable amount for future counsel¬ 
ing needs. 

(d) Submissions of Program for Ap¬ 
proval (1) The IHA shall suWit to 
HUD an application for approval of a 
counseling program and approval of 
funds therefor. The application shall 
be submitted at the time of the sub¬ 
mission of the Development Program 
or as soon thereafter as possible but 
no later than the submission of the 
working drawings and specifications. 

(2) If the IHA intends to use the 
HUD-approved BIA Homebuyer Train¬ 
ing Program (see Exhibit to Interde¬ 
partmental Agreement, Subpart B— 
Appendix I), the IHA shall submit, in 
lieu of an application for approval of 
the counseling program, a statement 
that the IHA intends to use the BIA 
program and an application for ap¬ 
proval of the funds therefor. 

(3) The application pursuant to 
paragraph (d)(1) of this section shall 
include a narrative statement outlin¬ 
ing the counseling program, and copies 
of any proposed contract and other 
pertinent documents. This statement 
shall include the following: 

(i) A showing that the training 
entity has the necessary knowledge 
and capability for effectively carrying 
out the proposed program, including a 
statement of the experience and quali¬ 
fications of the organization and of 
personnel who will directly provide 
the counseling. 

(ii) A description of the method and 
instruments to be used to determine 
individual counseling needs. 

(iii) A description of the scope and 
content of the proposed program, in¬ 
cluding a detailed breakdown of tasks 
to be performed, products to be pro¬ 
duced, and a time schedule, including 
provision for progress payments for 
specific tasks. 

(iv) A description of the methods 
and instruments to be used. 

(V) A statement of the local commu¬ 
nity resources to be used. 

(vi) The estimated cost and methods 
of payment for the task and products 
to be performed or produced, includ¬ 
ing separate estimates of costs for the 
pre-occupancy and post-occupancy 
phases of the program, and a descrip¬ 
tion of services and funds to be ob¬ 
tained from non-HUD sources, if any. 

(4) No counseling costs shall be in¬ 
curred until HUD has approved the 
counseling program (or the submission 
of proposed costs in the case of the 
BIA Homebuyer Training Program). 

(e) Funding. The development cost 
budget submitted with the Develop¬ 
ment Program shall include an esti¬ 
mated amount for costs of the counsel¬ 
ing program not to exceed $500 multi¬ 
plied by the number of Homes in the 
Project (including follow-up needs 
during the management stage, and 
counseling in connection with turn¬ 
over). The approved amount for coun¬ 
seling shall be included in the Con¬ 
tract Award Development Cost 
Budget. If the approved amount is less 
than $500 per Home, the Amount may. 
if necessary, be amended up to the 
$500 per Home limitation with HUD 
approval, but not later than the Final 
Development Cost Budget. 

(f) Progress Reports. IHAs shall 
submit quarterly progress reports to 
HUD (and to BIA in the case of the 
BIA Homebuyer Training Program), 
which shall include the following. 

(DA list of expenditures under the 
program, including salaries, costs of 
transportation, training materials, 
office expenses and other justifiable 
expenditures. All expenditures must 
be identified and supported by appro¬ 
priate books and records of the IHA 
and must be certified as correct by the 
Executive Director and the Chairman 
of the IHA. 

(2) Names of Homebuyers, the 
number of training sessions, descrip¬ 
tions of training activities, degree of 
participation, deficiencies noted, and 
other relevant information or observa¬ 
tions. 

(3) Efficacy of training as shown by 
reports, results of tests, reduction in 
Required Monthly Payment delin¬ 
quencies, reduction in maintenance 
costs or other factors. 

(4) Proposed changes during the 
next period of training, including pro¬ 
gram changes to overcome deficien¬ 
cies, and to provide training to any ad¬ 
ditional or substitute Homebuyers. 

(g) Termination of Counseling Pro¬ 
gram. If HUD determines that an 
IHA’s counseling is not being properly 
implemented in accordance with the 
approved program, the program may 
be terminated after notice to the IHA 
stating the deficiencies in program im¬ 
plementation, and giving the IHA 90 
days from the date of notification to 
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take corrective action, and in the 
event of termination the amount in¬ 
cluded in the development cost budget 
for the program shall be reduced so as 
not to exceed expenses already in¬ 
curred at the time of termination. 

§ 80r).430 Cross references to defined 
terms. 

i4CC. §80.5.102. 
Act. §805.102. 
Administration Charge. § 805.419(a). 
Annual Contributions Contract. §805.102. 
BIA. §805,102. 
Construction Contract. §805.102. 
Conventional (Production) method. 

§805.203(0. 
Conversion. §§805.102. 805.428. 
Date of Occupancy. § 805.415(a)(1). 
Development Program. §805.102. 
Event. § 8C5.425(a). 
Existing Project. §805.102. 
Family Income. § 805.416(b). 
Federally Recognized Tribe. §805.104. 
Force Account (production) method. 

§ 805.203(e). 
Home. §805.102. 
Homebuyer. §805.102. 
Homeowner. §805.102. 
Housing Assistance Plan (HAP). §805.102. 
//t/Z). § 805.102. 
IHA. §805.102. 
IHA Homeownership Financing. §§805.102, 

805.423. 
IHS. §805.102. 
Indian. §805.102. 

PROPOSED RULES 

Indian Area. § 805.102. 
Indian Housing Authority. §805.102. 
Housing Organizations and Indian-owned 

Economic Enterprises. § 805.106(a). 
Individually owned land. § 805.218(a)(2). 
Initial Purchase Price. § 805.422(b). 
Interdepartmental Agreement § 805.102. 
Maintenance Credit § 805.418(a)(3). 
MEPA. §§ 805.102, 805.421(b)(1). 
M//§ 805.102. 
MH Construction Contract. §805.102. 
MH Contribution. §805.102. 
MHO Agreement. §805.102. 
MH Program. § 805.102. 
MH Project §805.102. 
A/or(fira£re. § 805.423(b). 
Mortgage Amortization Schedule. 

§ 805.423(b)(2). 
Multi-unit site. § 805.216(i)(l). 
Notice of Selection. § 805.407(b). 
Notice of Termination. § 805.424(b). 
Operating expense. § 805.419(b). 
Operating Reserve. § 805.420. 
Preliminary Loan. §805.209. 
Preliminary Loan Contract. § 805.209(a). 
Preliminary Site Report. § 805.217(a). 
Price Payable to Contractor. § 805.413(d). 
Program Reservation. §805.102. 
Project § 805.102. 
Project Coordination Meeting. §805.208. 
Project Loan. § 805.405(b). 
Project Loan Note. § 805.405(b). 
Project Note. § 805.405(c). 
Promissory Note. § 805.423(b). 
Purchase Price Schedule. § 805.422(b)(2). 
Refundable MH Reserve Account. 

§ 805.421(a). 
Required Monthly Payment §805.416. 

2537 

Scattered sites. § 805.216(i)(l). 
Settlement Costs. § 805.422(d)(2). 
Subsequent Homebuyer. § 805.422(c)(1). 
Termination. § 805.424(a). 
Total Contract Price. § 805.413(d). 
Total Development Cost. §805.102. 
Total Family Income. § 805.416(b). 
Tribal land. § 805.218(a)(2). 
Tri&e. § 805.102. 
Trust or restricted land. § 805.218(a)(2). 
Turkey (production) method. § 805.203(b). 
Unrefundable MH Reserve Account. 

§ 805.421(a). 
t/tihtics. § 805.416(b). 
Utility Deduction. § 805.416(b). 
Voluntary Equity Payments Account. 

§ 805.421(b)(2). 
Work order. § 805.418(a)(2)(iii). 

In accordance with Section 7(o)(4) of 
the Department of HUD Act, Section 
324 of the Housing and Community 
Development Amendments of 1978, 
Pub. L. 95-557, 92 Stat. 2080, this pro¬ 
posed rule has been granted waiver of 
Congressional review requirements in 
order to permit publication at this 
time for public comment. 

Issued at Washington, D.C., Novem¬ 
ber 7, 1978. 

Lawrence B. Simons, 
Assistant Secretary for Housing, 

Federal Housing Commission¬ 
er. 

[FR Doc. 79-903 Piled 1-10-79; 8:45 am) 
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