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dwelling as a direct result of demolition
or private owner acquisition, the term
“initiation of negotiations” means HUD
approval of the demolition or
disposition under this part.

6. Section 970.6 is revised to read as
follows:

§970.6 Specific criteria for HUD approval
of demolition requests.

In addition to other applicable
requirements of this part, HUD will not
approve an application for demolition
unless HUD determines that one of the
following criteria is met:

(a) In the case of demolition of all or
a portion of a project, the project, or
portion of the project, is obsolete as to
physical condition, location, or other
factors, making it unusable for housing
purposes and no reasonable program of
modifications, is feasible to return the
project or portion of the project to useful
life. The Department generally shall not
consider a program of modifications to
be reasonable if the costs of such
program exceed 90 percent of total
development cost (TDC). Major
problems indicative of obsolescence
are—

(1) As to physical condition:
Structural deficiencies (e.g. settlement
of earth below the building caused by
inadequate structural fills, faulty
structural design, or settlement of
floors), substantial deterioration (e.g.,
severe termite damage or damage caused
by extreme weather conditions), or other
design or site problems (e.g., severe
erosion or flooding);

(2) As to location: physical
deterioration of the neighborhood;
change from residential to industrial or
commercial development; or
environmental conditions as determined
by HUD environmental review in accord
with part 50 of this title, which
jeopardize the suitability of the site or
a portion of the site and its housing
structures for residential use;

(3) Other factors which have seriously
affected the marketability, usefulness, or
management of the property.

(b) In the case of demolition of only
a portion of a project, the demolition
will help to assure the useful life of the
remaining portion of the project (e.g., to
reduce project density to permit better
access by emergency, fire, or rescue
services).

7.1n 8970.7, paragraph (a)(2) is
revised to read as follows:

§970.7 Specific criteria for HUD approval
of disposition requests.

(a) * * *

(2) Disposition will allow the
acquisition, development, or
rehabilitation of other properties that

will be more efficiently or effectively
operated as lower income housing
projects, and that will preserve the total
amount of lower income housing stock
available to the community. A PHA
must be able to demonstrate to the
satisfaction of HUD that the additional
units are being provided in connection
with the disposition of the property.

* * * * *

8. Section 970.8 is amended by:

a. Revising paragraphs (f) and (g);

b. Redesignating existing paragraphs
(h), (i), (4), (k), (1), and (M), as paragraphs
(K), (1), (M), (n), (0), and (p),
respectively; and

c. Adding new paragraphs (h), (i), and
(j), to read as follows:

§970.8 PHA application for HUD approval.
* * * * *

(f) A replacement housing plan, as
required under §970.11, and approved
by the unit of general local government
which approval shall be provided by the
chief executive officer of the jurisdiction
in which the project is located (e.g., the
mayor or the county executive),
indicating approval of the replacement
plan.

(9) Evidence of compliance with the
offering to resident organizations, as
required under §970.13.

(h) A certification regarding relocation
of residents, in accordance with
§970.5(h)(2).

(i) Appropriate certifications
regarding site and neighborhood
assessment, in accordance with
§8970.11(h) (2), (3), and (4).

(j) Appropriate certification regarding
compliance with environmental
authorities, where required in
accordance with §970.4(c).

* * * * *

9. In §970.9, paragraphs (b)
introductory text and (b)(1) are revised,
and a new paragraph (c) is added, to
read as follows:

§970.9 Disposition of property; use of
proceeds.
* * * * *

(b) Net proceeds, including any
interest earned on the proceeds, (after
payment of HUD-approved costs of
disposition and relocation under
paragraph (a) of this section) shall be
used, subject to HUD approval, as
follows:

(1) For the retirement of outstanding
obligations, if any, issued to finance
original development or modernization
of the project; and
* * * * *

(c) In the case of scattered-site
housing of a public housing agency, the
net proceeds of a disposition shall be
used for the retirement of outstanding

obligations issued to finance original
development or modernization of the
project, in an amount that bears the
same ratio to the total of such costs and
obligations as the number of units
disposed of bears to the total number of
units of the project at the time of
disposition. For example, in cases
where debt has not been forgiven, if a
development project of ten units that
cost $100,000 has one unit disposed of
for $10,000, then there would be no net
proceeds after paying off the
proportional cost ($100,000 divided by
10=%$10,000/unit) of the project. If,
however, the unit was disposed of and
net proceeds were $12,000, there would
be $2,000 available that the PHA would
use for the provision of housing
assistance for lower income families.
Where debt has been forgiven, all the
net proceeds may be used by the PHA
for the provision of low income housing
assistance.

10. Section 970.11 is revised to read
as follows:

§970.11 Replacement housing plan.

(a) One-for-one replacement. HUD
may not approve an application or
furnish assistance under this part unless
the PHA submitting the application for
demolition or disposition also submits a
plan for the provision of an additional
decent, safe, sanitary, and affordable
rental dwelling unit (at rents no higher
than permitted under the Act) for each
public housing dwelling unit to be
demolished or disposed of under the
application, except as provided in
paragraph (j) of this section. A
replacement housing plan may provide
for the location of the replacement
housing outside the political boundaries
of the locality of the PHA, provided all
relevant program requirements are
satisfied including the approval of the
replacement housing plan by the unit of
general local government in which the
project being demolished or disposed is
located. In order to assure that all
program requirements are satisfied, the
PHA must enter into any necessary
agreements, including where applicable,
the execution of a Cooperation
Agreement between the PHA and the
locality in which the replacement
housing will be located, prior to
submission of the replacement housing
plan to HUD for approval. In addition,
the PHA must ensure that such
agreements provide that the families
selected for occupancy in the
replacement housing will be families
who would have been eligible for
occupancy in the replacement housing
if it had been replaced in the same
locality as the project being demolished



