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determine whether the units substan-
tially comply with the HQS. To qualify 
as existing housing, units must sub-
stantially comply with the HQS on the 
proposal selection date. However, the 
PHA may not execute the HAP con-
tract until the units fully comply with 
the HQS. 

(b) Pre-HAP contract inspections. The 
PHA must inspect each contract unit 
before execution of the HAP contract. 
The PHA may not enter into a HAP 
contract covering a unit until the unit 
fully complies with the HQS. 

(c) Turnover inspections. Before pro-
viding assistance to a new family in a 
contract unit, the PHA must inspect 
the unit. The PHA may not provide as-
sistance on behalf of the family until 
the unit fully complies with the HQS. 

(d) Annual inspections. (1) At least an-
nually during the term of the HAP con-
tract, the PHA must inspect a random 
sample, consisting of at least 20 per-
cent of the contract units in each 
building to determine if the contract 
units and the premises are maintained 
in accordance with the HQS. Turnover 
inspections pursuant to paragraph (c) 
of this section are not counted toward 
meeting this annual inspection require-
ment. 

(2) If more than 20 percent of the an-
nual sample of inspected contract units 
in a building fail the initial inspection, 
the PHA must reinspect 100 percent of 
the contract units in the building. 

(e) Other inspections. (1) The PHA 
must inspect contract units whenever 
needed to determine that the contract 
units comply with the HQS and that 
the owner is providing maintenance, 
utilities, and other services in accord-
ance with the HAP contract. The PHA 
must take into account complaints and 
any other information coming to its 
attention in scheduling inspections. 

(2) The PHA must conduct follow-up 
inspections needed to determine if the 
owner (or, if applicable, the family) has 
corrected an HQS violation, and must 
conduct inspections to determine the 
basis for exercise of contractual and 
other remedies for owner or family vio-
lation of the HQS. (Family HQS obliga-
tions are specified in 24 CFR 982.404(b).) 

(3) In conducting PHA supervisory 
quality control HQS inspections, the 
PHA should include a representative 

sample of both tenant-based and 
project-based units. 

(f) Inspecting PHA-owned units. (1) In 
the case of PHA-owned units, the in-
spections required under this section 
must be performed by an independent 
agency designated in accordance with 
§ 983.59, rather than by the PHA. 

(2) The independent entity must fur-
nish a copy of each inspection report to 
the PHA and to the HUD field office 
where the project is located. 

(3) The PHA must take all necessary 
actions in response to inspection re-
ports from the independent agency, in-
cluding exercise of contractual rem-
edies for violation of the HAP contract 
by the PHA owner. 

Subpart D—Requirements for Re-
habilitated and Newly Con-
structed Units 

§ 983.151 Applicability. 
This Subpart D applies to PBV as-

sistance for newly constructed or reha-
bilitated housing. This Subpart D does 
not apply to PBV assistance for exist-
ing housing. Housing selected under 
this subpart cannot be selected as ex-
isting housing, as defined in § 983.52, at 
a later date. 

§ 983.152 Purpose and content of the 
Agreement to enter into HAP con-
tract. 

(a) Requirement. The PHA must enter 
into an Agreement with the owner. The 
Agreement must be in the form re-
quired by HUD headquarters (see 
§ 982.162 of this chapter). 

(b) Purpose of Agreement. In the 
Agreement the owner agrees to develop 
the contract units to comply with the 
HQS, and the PHA agrees that, upon 
timely completion of such development 
in accordance with the terms of the 
Agreement, the PHA will enter into a 
HAP contract with the owner for the 
contract units. 

(c) Description of housing. (1) At a 
minimum, the Agreement must de-
scribe the following features of the 
housing to be developed (newly con-
structed or rehabilitated) and assisted 
under the PBV program: 

(i) Site; 
(ii) Location of contract units on 

site; 
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(iii) Number of contract units by area 
(size) and number of bedrooms and 
bathrooms; 

(iv) Services, maintenance, or equip-
ment to be supplied by the owner with-
out charges in addition to the rent to 
owner; 

(v) Utilities available to the contract 
units, including a specification of util-
ity services to be paid by owner (with-
out charges in addition to rent) and 
utility services to be paid by the ten-
ant; 

(vi) Indication of whether or not the 
design and construction requirements 
of the Fair Housing Act and imple-
menting regulations at 24 CFR 100.205 
and the accessibility requirements of 
section 504 of the Rehabilitation Act of 
1973 (29 U.S.C. 794) and implementing 
regulations at 24 CFR 8.22 and 8.23 
apply to units under the Agreement. If 
these requirements are applicable, any 
required work item resulting from 
these requirements must be included in 
the description of work to be performed 
under the Agreement, as specified in 
paragraph (c)(i)(viii) of this section. 

(vii) Estimated initial rents to owner 
for the contract units; 

(viii) Description of the work to be 
performed under the Agreement. If the 
Agreement is for rehabilitation of 
units, the work description must in-
clude the rehabilitation work write up 
and, where determined necessary by 
the PHA, specifications, and plans. If 
the Agreement is for new construction, 
the work description must include the 
working drawings and specifications. 

(2) At a minimum, the housing must 
comply with the HQS. The PHA may 
elect to establish additional require-
ments for quality, architecture, or de-
sign of PBV housing, over and above 
the HQS, and any such additional re-
quirement must be specified in the 
Agreement. 

§ 983.153 When Agreement is executed. 
(a) Prohibition of excess subsidy. The 

PHA may not enter the Agreement 
with the owner until the subsidy 
layering review is completed (see 
§ 983.55). 

(b) Environmental approval. The PHA 
may not enter the Agreement with the 
owner until the environmental review 
is completed and the PHA has received 

the environmental approval (see 
§ 983.58). 

(c) Prompt execution of Agreement. The 
Agreement must be executed promptly 
after PHA notice of proposal selection 
to the selected owner. 

§ 983.154 Conduct of development 
work. 

(a) Development requirements. The 
owner must carry out development 
work in accordance with the Agree-
ment and the requirements of this sec-
tion. 

(b) Labor standards. (1) In the case of 
an Agreement for development of nine 
or more contract units (whether or not 
completed in stages), the owner and 
the owner’s contractors and sub-
contractors must pay Davis-Bacon 
wages to laborers and mechanics em-
ployed in development of the housing. 

(2) The HUD prescribed form of 
Agreement shall include the labor 
standards clauses required by HUD, 
such as those involving Davis-Bacon 
wage rates. 

(3) The owner and the owner’s con-
tractors and subcontractors must com-
ply with the Contract Work Hours and 
Safety Standards Act, Department of 
Labor regulations in 29 CFR part 5, and 
other applicable federal labor relations 
laws and regulations. The PHA must 
monitor compliance with labor stand-
ards. 

(c) Equal opportunity. (1) Section 3— 
Training, employment, and contracting 
opportunities. The owner must comply 
with Section 3 of the Housing and 
Urban Development Act of 1968 (12 
U.S.C. 1701u) and the implementing 
regulations at 24 CFR part 135. 

(2) Equal employment opportunity. The 
owner must comply with federal equal 
employment opportunity requirements 
of Executive Orders 11246 as amended (3 
CFR, 1964–1965 Comp., p. 339), 11625 (3 
CFR, 1971–1975 Comp., p. 616), 12432 (3 
CFR, 1983 Comp., p. 198) and 12138 (3 
CFR, 1977 Comp., p. 393). 

(d) Eligibility to participate in federal 
programs and activities. The Agreement 
and HAP contract shall include a cer-
tification by the owner that the owner 
and other project principals (including 
the officers and principal members, 
shareholders, investors, and other par-
ties having a substantial interest in 
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