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(F) Administrative and marketing 
costs. 

(13) Capital Fund-related legal costs 
(e.g., legal costs related to preparing 
property descriptions for the DOT, zon-
ing, permitting, environmental review, 
procurement, and contracting). 

(14) Energy efficiency. Allowed costs 
include: 

(i) Energy audit or updated energy 
audits to the extent Operating Funds 
are not available and the energy audit 
is included within a modernization pro-
gram. 

(ii) Integrated utility management 
and capital planning to promote energy 
conservation and efficiency measures. 

(iii) Energy and water conservation 
measures identified in a PHA’s most 
recently updated energy audit. 

(iv) Improvement of energy and 
water-use efficiency by installing fix-
tures and fittings that conform to the 
American Society of Mechanical Engi-
neers/American National Standards In-
stitute standards A112.19.2–1998 and 
A112.18.1–2000, or any revision thereto, 
applicable at the time of installation, 
and by increasing energy efficiency and 
water conservation by such other 
means as the Secretary determines are 
appropriate. 

(v) The installation and use of En-
ergy Star appliances whenever energy 
systems, devices, and appliances are re-
placed, unless it is not cost-effective to 
do so, in accordance with Section 152 of 
the Energy Policy Act of 2005, 42 U.S.C. 
15841. 

(vi) Utility and energy management 
system automation, and metering ac-
tivities, including changing 
mastermeter systems to individually 
metered systems if installed as a part 
of a modernization activity to upgrade 
utility systems; for example, electric, 
water, or gas systems of the PHA con-
sistent with the requirements of 24 
CFR part 965. 

(15) Administrative costs. Any adminis-
trative costs, including salaries and 
employee benefit contributions, other 
than the Capital Fund Program Fee, 
must be related to a specific public 
housing development or modernization 
project and detailed in the CFP 5-Year 
Action Plan. 

(16) Audit. Costs of the annual audit 
attributable to the portion of the audit 

covering the CFP in accordance with 
§ 905.322(c) of this part. 

(17) Capital Fund Program Fee. This 
fee covers costs associated with over-
sight and management of the CFP at-
tributable to the HUD-accepted COCC 
as described in 24 CFR part 990 subpart 
H. These costs include duties related to 
capital planning, preparing the CFP 
Annual Statement/Performance and 
Evaluation Report, preparing the CFP 
5-Year Action Plan, the monitoring of 
LOCCS, preparing reports, drawing 
funds, budgeting, accounting, and pro-
curing construction and other mis-
cellaneous contracts. This fee is not in-
tended to cover costs associated with 
construction supervisory and inspec-
tion functions that are considered a 
front-line cost of the project. 

(18) Emergency activities. Capital Fund 
related activities identified as emer-
gency work, as defined in § 905.108 of 
this part, whether or not the need is in-
dicated in the CFP 5-Year Action Plan. 

§ 905.202 Ineligible activities and 
costs. 

The following are ineligible activities 
and costs for the CFP: 

(a) Costs not associated with a public 
housing project or development, as de-
fined in § 905.604(b)(1); 

(b) Activities and costs not included 
in the PHA’s CFP 5-Year Action Plan, 
with the exception that expenditures 
for emergencies and disasters, as de-
fined in § 905.204 of this subpart, that 
are not identified in the 5-year Action 
Plan because of their emergent nature 
are eligible costs; 

(c) Improvements or purchases that 
are not modest in design and cost be-
cause they include amenities, mate-
rials, and design in excess of what is 
customary for the locality. Air condi-
tioning is an eligible modest amenity; 

(d) Any costs not authorized as out-
lined in 2 CFR part 225 (codifying OMB 
Circular A–87), including, but not lim-
ited to, indirect administrative costs 
and indemnification; 

(e) Public housing operating assist-
ance, except as provided in § 905.314(l) of 
this part; 

(f) Direct provision of social services 
through either force account or con-
tract labor. Examples of ineligible di-
rect social services include, but are not 
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limited to, salaries for social workers 
or GED teachers; 

(g) Eligible costs that are in excess of 
the amount directly attributable to the 
public housing units when the physical 
or management improvements, includ-
ing salaries and employee benefits and 
contributions, will benefit programs 
other than public housing, such as sec-
tion 8 Housing Choice Voucher or local 
revitalization programs; 

(h) Ineligible management improve-
ments include: 

(1) Costs for security guards or ongo-
ing security services (Capital Funds 
may only be used for the initial capital 
(e.g., fencing, lights, and cameras) or 
noncapital (e.g., training of in-house 
security staff) management improve-
ments but may not be used for the on-
going costs, such as security guards 
after the end of the implementation pe-
riod of the physical improvements); 

(2) General remedial education; and 
(3) Job counseling, job development 

and placement, supportive services 
during training, and the hiring of a 
resident coordinator. No continued 
Capital Funds will be provided after 
the end of the implementation period 
of the management improvements. The 
PHA shall be responsible for finding 
other funding sources, reducing its on-
going management costs, or termi-
nating the management activities; 

(i) Eligible cost that is funded by an-
other source and would result in dupli-
cate funding; and 

(j) Any other activities and costs 
that HUD may determine on a case-by- 
case basis. 

§ 905.204 Emergencies and natural dis-
asters. 

(a) General. PHAs are required by the 
CF ACC to carry various types of insur-
ance to protect it from loss. In most 
cases, insurance coverage will be the 
primary source of funding to pay repair 
or replacement costs associated with 
emergencies and natural disasters. 
Where the Department’s Annual Appro-
priations Act establishes a set-aside 
from the Capital Fund appropriation 
for emergencies and natural disasters, 
the procedures in this section apply. 

(b) Emergencies and natural disasters. 
An emergency is an unforeseen or un-
preventable event or occurrence that 

poses an immediate threat to the 
health and safety of the residents that 
must be corrected within one year of 
funding. A natural disaster for pur-
poses of the Capital Fund reserve, is a 
non-presidentially declared disaster. In 
the event an emergency or natural dis-
aster arises, HUD may require a PHA 
to use any other source that may le-
gally be available, including unobli-
gated Capital Funds, prior to providing 
emergency or natural disaster funds 
from the set-aside. The Department 
will review, on a case-by-case basis, re-
quests for emergency and natural dis-
aster funding from PHAs. 

(c) Procedure to request emergency or 
natural disaster funds. To obtain emer-
gency or natural disaster funds, a PHA 
shall submit a written request in the 
form and manner prescribed by HUD. 
In a natural disaster where the PHA re-
quires immediate relief to preserve the 
property and safety of the residents, 
the PHA may submit a preliminary re-
quest outlined in paragraph (d) of this 
section. Subsequently, the PHA is re-
quired to complete and submit the re-
maining information outlined in para-
graph (e) of this section, at a time pre-
scribed by HUD. For emergency re-
quests, PHAs are to follow the proce-
dures outlined in paragraph (e) of this 
section. 

(d) Procedure to request preliminary 
natural disaster grant for immediate pres-
ervation. A PHA may request a prelimi-
nary grant only for costs necessary for 
immediate preservation of the property 
and safety of the residents. The appli-
cation should include the reasonable 
identification of damage and preserva-
tion costs as determined by the PHA. 
An independent assessment will be re-
quired when the PHA submits the final 
request or when the PHA reconciles the 
preliminary application grant with the 
actual amounts received from the Fed-
eral Emergency Management Agency 
(FEMA), insurance carriers, and other 
natural disaster relief sources. Regard-
less of whether further funding from 
the set-aside is requested, at a time 
specified by HUD, the PHA will be ex-
pected to provide a reconciliation of all 
funds received, to ensure that the PHA 
does not receive duplicate funding. 
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