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flow to cover both its expenses and its
debt obligations.

(c) Overall PHA financial condition in-
dicator score. The overall financial con-
dition indicator score is a unit-weight-
ed average of project scores. The sum
of the weighted values is then divided
by the total number of units in the
PHA’s portfolio to derive the overall fi-
nancial condition indicator score.

(d) Thresholds. (1) The PHA’s finan-
cial condition score is based on a max-
imum of 25 points.

(2) In order for a PHA to receive a
passing score under the financial condi-
tion indicator, the PHA must achieve a
score of at least 15 points, or 60 percent
of the available points under this indi-
cator.

(3) A PHA that receives fewer than 15
points available under this indicator
will be categorized as a substandard fi-
nancial condition agency.

Subpart D—Management
Operdations Indicator

§902.40 Management operations as-
sessment.

(a) Objective. The objective of the
management operations indicator is to
measure the PHA’s performance of
management operations through the
management performance of each
project.

(b) Exclusions. Mixed-finance projects
are excluded from the management op-
erations indicator.

§902.43 Management operations per-
formance standards.

(a) Management operations subindica-
tors. The following subindicators listed
in this section will be used to assess
the management operations of projects
and PHAs, consistent with section
6(j)(1) of the Act (42 U.S.C. 1437d(j)(1)).
Individual project scores for manage-
ment operations, as well as overall
PHA management operations scores,
will be issued.

(1) Occupancy. This subindicator
measures the occupancy for the
project’s fiscal year, adjusted for al-
lowable vacancies.

(2) Tenant accounts receivable. This
subindicator measures the tenant ac-
counts receivable of a project against

§902.44

the tenant charges for the project’s fis-
cal year.

(3) Accounts payable. This subindi-
cator measures the money that a
project owes to vendors at the end of
the project’s fiscal year for products
and services purchased on credit
against total operating expenses.

(b) Assessment under the Management
Operations Indicator. Projects will be
assessed under this indicator through
information that is electronically sub-
mitted to HUD through the FDS.

§902.44 Adjustment for physical condi-
tion and neighborhood environ-
ment.

(a) General. In accordance with sec-
tion 6()(1)(I)(2) of the Act (42 U.S.C.
1437d(j)(1)(I)(2)), the overall manage-
ment operations score for a project will
be adjusted upward to the extent that
negative conditions are caused by situ-
ations outside the control of the
project. These situations are related to
the poor physical condition of the
project or the overall depressed condi-
tion of the major census tract in which
a project is located. The intent of this
adjustment is to avoid penalizing such
projects, through appropriate applica-
tion of the adjustment.

(b) Definitions. Definitions and appli-
cation of physical condition and neigh-
borhood environment factors are:

(1) Physical condition adjustment ap-
plies to projects at least 28 years old,
based on the unit-weighted average
Date of Full Availability (DOFA) date.

(2) Neighborhood environment ad-
justment applies to projects located in
census tracts where at least 40 percent
of the families have an income below
the poverty rate, as documented by the
most recent census data. If a project is
located in more than one census tract,
the census data for the census tract
where the majority of the project’s
units are located shall be used.

(c) Adjustment for physical condition
and neighborhood environment. HUD will
adjust the management operations
score of a project, subject to one or
both of the physical condition and
neighborhood environment conditions.
The adjustments will be made to the
overall management operations score
for each project so as to reflect the dif-
ficulty in managing the projects. In
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