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audits, shall be funded from operating 
funds of the PHA to the extent feasible. 
When sufficient operating funds are not 
available for this purpose, such costs 
are eligible for inclusion in a mod-
ernization program, for funding from 
any available development funds in the 
case of projects still in development, or 
for other available funds that HUD 
may designate to be used for energy 
conservation. 

(b) If a PHA finances energy con-
servation measures from sources other 
than modernization or operating re-
serves, such as a loan from a utility en-
tity or a guaranteed savings agreement 
with a private energy service company, 
HUD may agree to provide adjustments 
in its calculation of the PHA’s oper-
ating subsidy eligibility under the PFS 
for the project and utility involved 
based on a determination that pay-
ments can be funded from the reason-
ably anticipated energy cost savings 
(See § 990.107(g) of this chapter). 

§ 965.306 Energy conservation equip-
ment and practices. 

In purchasing original or, when need-
ed, replacement equipment, PHAs shall 
acquire only equipment that meets or 
exceeds the minimum efficiency re-
quirements established by the U.S. De-
partment of Energy. In the operation 
of their facilities, PHAs shall follow 
operating practices directed to max-
imum energy conservation. 

§ 965.307 Compliance schedule. 

All energy conservation measures de-
termined by energy audits to be cost 
effective shall be accomplished as 
funds are available. 

§ 965.308 Energy performance con-
tracts. 

(a) Method of procurement. Energy 
performance contracting shall be con-
ducted using one of the following meth-
ods of procurement: 

(1) Competitive proposals (see 24 CFR 
85.36(d)(3)). In identifying the evalua-
tion factors and their relative impor-
tance, as required by § 85.36(d)(3)(i) of 
this title, the solicitation shall state 
that technical factors are significantly 
more important than price (of the en-
ergy audit); or 

(2) If the services are available only 
from a single source, noncompetitive 
proposals (see 24 CFR 85.36(d)(4)(i)(A)). 

(b) HUD Review. Solicitations for en-
ergy performance contracting shall be 
submitted to the HUD Field Office for 
review and approval prior to issuance. 
Energy performance contracts shall be 
submitted to the HUD Field Office for 
review and approval before award. 

Subpart D—Individual Metering of 
Utilities for Existing PHA- 
Owned Projects 

SOURCE: 61 FR 7970, Feb. 29, 1996, unless 
otherwise noted. 

§ 965.401 Individually metered utili-
ties. 

(a) All utility service shall be indi-
vidually metered to residents, either 
through provision of retail service to 
the residents by the utility supplier or 
through the use of checkmeters, un-
less: 

(1) Individual metering is imprac-
tical, such as in the case of a central 
heating system in an apartment build-
ing; 

(2) Change from a mastermetering 
system to individual meters would not 
be financially justified based upon a 
benefit/cost analysis; or 

(3) Checkmetering is not permissible 
under State or local law, or under the 
policies of the particular utility sup-
plier or public service commission. 

(b) If checkmetering is not permis-
sible, retail service shall be considered. 
Where checkmetering is permissible, 
the type of individual metering offer-
ing the most savings to the PHA shall 
be selected. 

§ 965.402 Benefit/cost analysis. 
(a) A benefit/cost analysis shall be 

made to determine whether a change 
from a mastermetering system to indi-
vidual meters will be cost effective, ex-
cept as otherwise provided in § 965.405. 

(b) Proposed installation of 
checkmeters shall be justified on the 
basis that the cost of debt service (in-
terest and amortization) of the esti-
mated installation costs plus the oper-
ating costs of the checkmeters will be 
more than offset by reduction in future 
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utilities expenditures to the PHA 
under the mastermeter system. 

(c) Proposed conversion to retail 
service shall be justified on the basis of 
net savings to the PHA. This deter-
mination involves making a compari-
son between the reduction in utility 
expense obtained through eliminating 
the expense to the PHA for PHA-sup-
plied utilities and the resultant allow-
ance for resident-supplied utilities, 
based on the cost of utility service to 
the residents after conversion. 

§ 965.403 Funding. 

The cost to change mastermeter sys-
tems to individual metering of resident 
consumption, including the costs of 
benefit/cost analysis and complete in-
stallation of checkmeters, shall be 
funded from operating funds of the 
PHA to the extent feasible. When suffi-
cient operating funds are not available 
for this purpose, such costs are eligible 
for inclusion in a modernization 
project or for funding from any avail-
able development funds. 

§ 965.404 Order of conversion. 

Conversions to individually metered 
utility service shall be accomplished in 
the following order when a PHA has 
projects of two or more of the des-
ignated categories, unless the PHA has 
a justifiable reason to do otherwise, 
which shall be documented in its files. 

(a) In projects for which retail serv-
ice is provided by the utility supplier 
and the PHA is paying all the indi-
vidual utility bills, no benefit/cost 
analysis is necessary, and residents 
shall be billed directly after the PHA 
adopts revised payment schedules pro-
viding appropriate allowances for resi-
dent-supplied utilities. 

(b) In projects for which checkmeters 
have been installed but are not being 
utilized as the basis for determining 
utility charges to the residents, no 
benefit/cost analysis is necessary. The 
checkmeters shall be used as the basis 
for utility charges, and residents shall 
be surcharged for excess utility use. 

(c) Projects for which meter loops 
have been installed for utilization of 
checkmeters shall be analyzed both for 
the installation of checkmeters and for 
conversion to retail service. 

(d) Low- or medium-rise family units 
with a mastermeter system should be 
analyzed for both checkmetering and 
conversion to retail service, because of 
their large potential for energy sav-
ings. 

(e) Low- or medium-rise housing for 
the elderly should next be analyzed for 
both checkmetering and conversion to 
retail service, since the potential for 
energy saving is less than for family 
units. 

(f) Electric service under 
mastermeters for high-rise buildings, 
including projects for the elderly, 
should be analyzed for both use of re-
tail service and of checkmeters. 

§ 965.405 Actions affecting residents. 

(a) Before making any conversion to 
retail service, the PHA shall adopt re-
vised payment schedules, providing ap-
propriate allowances for the resident- 
supplied utilities resulting from the 
conversion. 

(b) Before implementing any modi-
fications to utility services arrange-
ments with the residents or charges 
with respect thereto, the PHA shall 
make the requisite changes in resident 
dwelling leases in accordance with 24 
CFR part 966. 

(c) PHAs must work closely with 
resident organizations, to the extent 
practicable, in making plans for con-
version of utility service to individual 
metering, explaining the national pol-
icy objectives of energy conservation, 
the changes in charges and rent struc-
ture that will result, and the goals of 
achieving an equitable structure that 
will be advantageous to residents who 
conserve energy. 

(d) A transition period of at least six 
months shall be provided in the case of 
initiation of checkmeters, during 
which residents will be advised of the 
charges but during which no surcharge 
will be made based on the readings. 
This trial period will afford residents 
ample notice of the effects the 
checkmetering system will have on 
their individual utility charges and 
also afford a test period for the ade-
quacy of the utility allowances estab-
lished. 

(e) During and after the transition 
period, PHAs shall advise and assist 
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