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compliance with the PHA’s vacancy re-
duction plan and related HUD require-
ments. In these reviews HUD will de-
termine whether the PHA has: 

(1) Carried out its vacancy reduction 
activities in a timely manner and in 
accordance with its vacancy reduction 
plan; 

(2) Completed, or made reasonable 
progress toward completing, the phys-
ical items funded under the vacancy re-
duction plan, and whether the work 
items being carried out conform with 
the modernization and energy stand-
ards in § 968.115 of this chapter; 

(3) Implemented, or made reasonable 
progress toward implementing, the 
management improvements funded 
under the vacancy reduction program; 
and 

(4) Made reasonable progress in meet-
ing the goals established in its vacancy 
reduction plan. 

(b) Notice of deficiency. If HUD finds 
any deficiency in a review of a grant-
ee’s performance under this part, HUD 
may issue to the grantee a notice of de-
ficiency stating the specific program 
requirements that the grantee has vio-
lated and requesting the grantee to 
take corrective action. 

(c) Corrective action order. (1) Issuance. 
If HUD finds any of the deficiencies 
listed in paragraph (c)(3) of this section 
in its review of the grantee’s perform-
ance, HUD may issue to the grantee a 
corrective action order, whether or not 
a notice of deficiency has previously 
been issued on the specific deficiency. 
The corrective action order shall notify 
the grantee of the specific program re-
quirements that the grantee has vio-
lated and shall specify the corrective 
action. 

(2) Consultation with grantee. Before 
ordering corrective action, HUD will 
give the grantee an opportunity to con-
sult with HUD regarding the proposed 
action. 

(3) Bases for corrective action. HUD 
may order a grantee to take corrective 
action only if HUD determines: 

(i) The grantee has not submitted a 
performance report as required by 
HUD; 

(ii) The grantee has not carried out 
activities under its vacancy reduction 
program in a timely manner and in ac-
cordance with HUD requirements; 

(iii) The grantee does not have con-
tinuing capacity to carry out activities 
in its vacancy reduction plan; or 

(iv) An audit conducted in accord-
ance with 24 CFR part 44, or pursuant 
to other HUD reviews, reveals defi-
ciencies that HUD reasonably believes 
require corrective action. 

(d) Nature of corrective action. (1) HUD 
shall design corrective action to pre-
vent a continuation or recurrence of 
the same or a similar deficiency or to 
mitigate to the greatest extent feasible 
any adverse effects of the deficiency. 

(2) HUD may order a grantee to take 
the corrective action that HUD deter-
mines appropriate for carrying out the 
elements of the vacancy reduction 
plan. Corrective action may include, 
but is not limited to, suspension of 
grantee’s authority to incur costs 
against the vacancy reduction funding 
and reimbursement, from sources other 
than HUD funds, of any amount spent 
improperly. 

(e) Failure to take corrective action. In 
cases where HUD has ordered correc-
tive action and the grantee has failed 
to take the required action within a 
reasonable time, as specified by HUD, 
HUD may take one or more of the fol-
lowing steps: 

(1) Withhold vacancy reduction funds 
from the grantee; 

(2) Declare a breach of the ACC by 
the grantee; and 

(3) Any other sanctions authorized by 
law or regulation. 

§ 968.428 Program closeout. 
(a) Requirements for grantees. Upon 

completion of the activities funded in 
accordance with this part, the grantee 
shall submit to HUD, and in a form 
prescribed by HUD, the actual mod-
ernization cost certificate for HUD’s 
review, audit verification, and ap-
proval. The grantee shall immediately 
remit any excess funds provided by 
HUD. If the audited modernization cost 
certificate discloses unauthorized ex-
penditures, the grantee shall take such 
corrective actions as HUD may direct. 

(b) Audit. The audit shall follow the 
guidelines prescribed in 24 CFR part 44, 
Non-Federal Government Audit Re-
quirements. 

(Approved by the Office of Management and 
Budget under control number 2577–0181) 
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