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Subpart A—General Provisions

§902.1 Purpose, scope, and general
matters.

(a) Purpose. The purpose of the Public
Housing Assessment System (PHAS) is
to improve the delivery of services in
public housing and enhance trust in
the public housing system among pub-
lic housing agencies (PHAs), public
housing residents, and the general pub-
lic, by providing a management tool
for effectively and fairly measuring the
performance of a PHA in essential
housing operations of projects, on a
program-wide basis and individual
project basis, and providing rewards for
high performers and remedial require-
ments for poor performers.

(b) Scope. PHAS is a strategic meas-
ure of the essential housing operations
of projects and PHAs. PHAS does not
evaluate the compliance of a project or
PHA with every HUD-wide or program-
specific requirement or objective. Al-
though not specifically evaluated
through PHAS, PHAs are responsible
for complying with nondiscrimination
and equal opportunity requirements,
including but not limited to those spec-
ified in 24 CFR 5.105, for affirmatively
furthering fair housing, requirements
under section 504 of the Rehabilitation
Act of 1973 (29 U.S.C. 794), and require-
ments of other federal programs under
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§902.3

which the PHA is receiving assistance.
A PHA’s adherence to these require-
ments will be monitored in accordance
with the applicable program regula-
tions and the PHA’s Annual Contribu-
tions Contract (ACC).

(c) PHAS indicators. HUD will assess
and score the performance of projects
and PHAs based on the indicators,
which are more fully addressed in
§902.9: Physical condition, financial
condition, management operations, and
the Capital Fund program.

(d) Assessment tools. HUD will make
use of uniform and objective criteria
for the physical inspection of projects
and PHAs and the financial assessment
of projects and PHAs, and will use data
from appropriate agency data systems
to assess management operations. For
the Capital Fund program indicator,
HUD will use information provided in
the electronic Line of Credit Control
System (eLOCCS), the Public Housing
Information Center (PIC), or their suc-
cessor systems. On the basis of this
data, HUD will assess and score the re-
sults, advise PHAs of their scores, and
identify low-scoring and poor-per-
forming projects and PHAs so that
these projects and PHAs will receive
the appropriate attention and assist-
ance.

(e) Small PHAs. A PHA with fewer
than 250 units that does not convert to
asset management will be considered
as one project by HUD.

(f) HUD’s scoring procedures will be
published from time to time in the
FEDERAL REGISTER for public comment.

§902.3 Definitions.

As used in this part:

Act means the U.S. Housing Act of
1937 (42 U.S.C. 1437 et seq.)

Alternative management entity (AME)
is a receiver, private contractor, pri-
vate manager, or any other entity that
is under contract with a PHA, under a
management agreement with a PHA, or
that is otherwise duly appointed or
contracted (for example, by court order
or agency action), to manage all or
part of a PHA’s operations.

Assessed fiscal year is the PHA fiscal
year that has been/is being assessed
under PHAS.

24 CFR Ch. IX (4-1-25 Edition)

Assistant Secretary means the Assist-
ant Secretary for Public and Indian
Housing.

Capital Fund-troubled refers to a PHA
that does not meet the minimum pass-
ing score of 5 points or 50 percent under
the Capital Fund indicator.

Corrective Action Plan means a plan,
as provided in §902.73(a), that is devel-
oped by a PHA that specifies the ac-
tions to be taken, including timetables,
that shall be required to correct defi-
ciencies identified under any of the
PHAS indicators and subindicators,
and identified as a result of a PHAS as-
sessment, when a memorandum of
agreement (MOA) is not required.

Days mean calendar days, unless oth-
erwise specified.

Decent, safe, sanitary housing and in
good repair (DSS/GR) is HUD’s standard
for acceptable basic housing conditions
and the level to which a PHA is re-
quired to maintain its public housing.

Deficiency means any finding or de-
termination that requires corrective
action, or any score below 60 percent of
the available points for the physical
condition, financial condition, or man-
agement operations indicators, and any
score below 50 percent for the Capital
Fund indicator. In the context of phys-
ical condition and physical inspection
in subpart B of this part, ‘‘deficiency”’
means a specific problem, as described
in the Dictionary of Deficiency Defini-
tions, such as a hole in a wall or a dam-
aged refrigerator in the kitchen that
can be recorded for inspectable items.

Dictionary of Deficiency Definitions
means the documents published in the
FEDERAL REGISTER that contain the in-
spection standards and scoring values
pursuant to 24 CFR part 5, subpart G.

Direct Funded RMC (DF-RMC) means
a Resident Management Corporation to
which HUD directly provides operating
and capital assistance under the provi-
sions of 24 CFR 964.225(h).

Inspectable areas (or area) mean any
of the three major components of pub-
lic housing that are inspected, which
are: inside, outside, and unit.

Inspectable item means the individual
parts, such as walls, kitchens, bath-
rooms, and other things, to be in-
spected in an inspectable area.

Memorandum of Agreement (MOA) is
defined in §902.75(b).

246



Asst. Secry., for Public and Indian Housing, HUD

Resident Management Corporation
(RMC) is defined in 24 CFR 964.7.

Unit-weighted average means the aver-
age of the PHA’s individual indicator
scores, weighted by the number of
units in each project, divided by the
total number of units in all of the
projects of the PHA. In order to com-
pute a unit-weighted average, an indi-
vidual project score for a particular in-
dicator is multiplied by the number of
units in each project to determine a
“weighted value.” For example, for a
PHA with two projects, one with 200
units and a score of 90, and the other
with 100 units and a score of 60, the
unit-weighted average score for the in-
dicator would be (200 x 90 + 100 x 60)/300
= 80.

[76 FR 10149, Feb. 23, 2011, as amended at 88
FR 30500, May 11, 2023]

§902.5 Applicability.

(a) PHAs, RMCs, AMEs. This part ap-
plies to PHAs, Resident Management
Corporations (RMCs), and AMEs. This
part is also applicable to RMCs that re-
ceive direct funding from HUD in ac-
cordance with section 20 of the 1937 Act
(DF-RMCs).

(1) Scoring of RMCs and AMEs. (i)
RMCs and DF-RMCs will be assessed
and issued their own numeric scores
under PHAS based on the public hous-
ing or portions of public housing that
they manage and the responsibilities
they assume that can be scored under
PHAS. References in this part to PHAs
include RMCs, unless stated otherwise.
References in this part to RMCs in-
clude DF-RMCs, unless stated other-
wise.

(ii) AMEs are not issued PHAS
scores. The performance of the AME
contributes to the PHAS score of the
project(s)/PHA(s) for which they as-
sumed management responsibilities.

(2) ACC. The ACC makes a PHA le-
gally responsible for all public housing
operations, except where DF-RMC as-
sumes management operations.

(i) Because the PHA and not the RMC
or AME is ultimately responsible to
HUD under the ACC, the PHAS score of
a PHA will be based on all of the
projects covered by the ACC, including
those with management operations as-
sumed by an RMC or AME (including a

§902.9

court-ordered or administrative receiv-
ership agreement, if applicable).

(ii) A PHA’s PHAS score will not be
based on projects managed by a DF-
RMC.

(3) This part does not apply to Mov-
ing-to-Work (MTW) agencies that are
specifically exempted in their grant
agreement.

(b) Implementation of PHAS. The regu-
lations in this part are applicable to
PHAs beginning with the first fiscal
year end date after the effective date of
this rule, and thereafter.

§902.9 PHAS scoring.

(a) Indicators and subindicators. Each
PHA will receive an overall PHAS
score, rounded to the nearest whole
number, based on the four indicators:
Physical condition, financial condi-
tion, management operations, and the
Capital Fund program. Each of these
indicators contains subindicators, and
the scores for the subindicators are
used to determine a single score for
each of these PHAS indicators. Indi-
vidual project scores are used to deter-
mine a single score for the physical
condition, financial condition, and
management operations indicators.
The Capital Fund program indicator
score is entity-wide.

(b) Overall PHAS score and indicators.
The overall PHAS score is derived from
a weighted average of score values for
the four indicators, as follows:

(1) The physical condition indicator
is weighted 40 percent (40 points) of the
overall PHAS score. The score for this
indicator is obtained as indicated in
subpart B of this part.

(2) The financial condition indicator
is weighted 25 percent (25 points) of the
overall PHAS score. The score for this
indicator is obtained as indicated in
subpart C of this part.

(3) The management operations indi-
cator is weighted 25 percent (25 points)
of the overall PHAS score. The score
for this indicator is obtained as indi-
cated in subpart D of this part.

(4) The Capital Fund program indi-
cator is weighted 10 percent (10 points)
of the overall PHAS score for all Cap-
ital Fund program grants for which
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§902.11

fund balances remain during the as-
sessed fiscal year. The score for this in-
dicator is obtained as indicated in sub-
part E of this part.

§902.11 PHAS performance designa-
tion.

All PHAs that receive a PHAS assess-
ment shall receive a performance des-
ignation. The performance designation
is based on the overall PHAS score and
the four indicator scores, as set forth
below.

(a) High performer. (1) A PHA that
achieves a score of at least 60 percent
of the points available under the finan-
cial condition, physical condition, and
management operations indicators and
at least 50 percent of the points avail-
able under the Capital Fund indicator,
and achieves an overall PHAS score of
90 percent or greater of the total avail-
able points under PHAS shall be des-
ignated a high performer. A PHA shall
not be designated a high performer if it
scores below the threshold established
for any indicator.

(2) High performers will be afforded
incentives that include relief from re-
porting and other requirements, as de-
scribed in §902.71.

(b) Standard performer. (1) A PHA that
is not a high performer shall be des-
ignated a standard performer if the
PHA achieves an overall PHAS score of
at least 60 percent, and at least 60 per-
cent of the available points for the
physical condition, financial condition,
and management operations indicators,
and at least 50 percent of the available
points for the Capital Fund indicator.

(2) At HUD’s discretion, a standard
performer may be required by the field
office to submit and operate under a
Corrective Action Plan.

(c) Substandard performer. A PHA
shall be designated a substandard per-
former if the PHA achieves a total
PHAS score of at least 60 percent and
achieves a score of less than 60 percent
under one or more of the physical con-
dition, financial condition, or manage-
ment operations indicators. The PHA
shall be designated as substandard
physical, substandard financial, or sub-
standard management, respectively.
The HUD office with jurisdiction over
the PHA shall require a Corrective Ac-
tion Plan if the deficiencies have not

24 CFR Ch. IX (4-1-25 Edition)

already been addressed in a current
Corrective Action Plan.

(d) Troubled performer. (1) A PHA that
achieves an overall PHAS score of less
than 60 percent shall be designated as a
troubled performer.

(2) In accordance with section
6(j)(2)(A)(i) of the Act (42 U.S.C.
1437d(j)(2)(A)(1)), a PHA that receives
less than 50 percent under the Capital
Fund program indicator under subpart
E of this part will be designated as a
troubled performer and subject to the
sanctions provided in section 6(j)(4) of
the Act (42 U.S.C. 1437(d)(j)(4)).

§902.13 Frequency of PHAS assess-
ments.

The frequency of a PHA’s PHAS as-
sessments is determined by the size of
the PHA’s Low-Rent program and its
PHAS designation. HUD may, due to
unforeseen circumstances or other
cause as determined by HUD, extend
the time between assessments by direct
notice to the PHA and relevant resi-
dent organization or resident manage-
ment entity, and any other general no-
tice that HUD deems appropriate.

(a) Small PHAs. HUD will assess and
score the performance of a PHA with
fewer than 250 public housing units, as
follows:

(1) A small PHA that is a high per-
former may receive a PHAS assessment
every 3 years;

(2) A small PHA that is a standard or
substandard performer may receive a
PHAS assessment every other year;
and

(3) All other small PHAs may receive
a PHAS assessment every year, includ-
ing a PHA that is designated as trou-
bled or Capital Fund-troubled in ac-
cordance with §902.75.

(b) Frequency of scoring for PHAs with
250 units or more. (1) All PHAs, other
than stated in paragraph (a) of this sec-
tion, may be assessed on an annual
basis.

(2) The physical condition score for
each project will determine the fre-
quency of inspections of each project in
accordance with the inspection cycle
laid out in 24 CFR 5.705(c). The PHAS
physical condition indicator score for
an assessment period shall be cal-
culated by taking the unit-weighted
average of the most recent physical
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condition score for each project, except
that, starting July 1, 2023, no new phys-
ical condition indicator will be issued
for a PHA until every project under the
PHA has been inspected on or after
July 1, 2023.

(3) If a PHA is designated as a trou-
bled performer, all projects will receive
a physical condition inspection regard-
less of the individual project physical
condition score.

(4) In the baseline year, every PHA
will receive an overall PHAS score and
in all four of the PHAS indicators:
Physical condition; financial condi-
tion; management operations; and Cap-
ital Fund program. This will allow a
baseline for the physical condition in-
spections and the 3-2-1 inspection
schedule, as well as a baseline year for
the small deregulated PHASs.

(c) Financial submissions. HUD shall
not issue a PHAS score for the
unaudited and audited financial infor-
mation in the years that a PHA is not
being assessed under PHAS. Although
HUD shall not issue a PHAS score
under such circumstances, a PHA shall
comply with the requirements for sub-
mission of annual unaudited and au-
dited financial statements in accord-
ance with subpart C of this part and 24
CFR 5.801.

[76 FR 10149, Feb. 23, 2011, as amended at 88
FR 30500, May 11, 2023]

Subpart B—Physical Condition
Indicator

§902.20 [Reserved]

§902.21 Physical condition standards
for public housing.

Public housing must be maintained
in a manner that meets the physical
condition standards set forth in 24 CFR
part 5, subpart G.

[88 FR 30500, May 11, 2023]

§902.22 Inspection of PHA projects.

The PHA’s score for the physical con-
dition indicator is based on an inde-
pendent inspection of a PHA’s
project(s) provided by HUD and using
the requirements and timelines laid
out in 24 CFR part 5, subpart G, to en-
sure projects meet acceptable basic
housing conditions. Mixed-finance

§902.30

projects will be subject to the physical
condition inspections.

[88 FR 30501, May 11, 2023]
§902.24 [Reserved]

§902.25 Physical condition

and thresholds.

(a) Scoring. Under the physical condi-
tion indicator, a score will be cal-
culated for individual projects, as well
as for the overall condition of a PHA’s
public housing portfolio.

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

(¢c) Thresholds. (1) The project or
projects’ 100-point physical condition
score is converted to a 40-point basis
for the overall physical condition indi-
cator score. The project scores on the
100-point basis are multiplied by .40 in
order to derive a 40-point equivalent
score to compute the overall physical
condition score and overall PHAS
score.

(2) In order to receive a passing score
under the physical condition indicator,
the PHA must achieve a score of at
least 24 points, or 60 percent.

(3) A PHA that receives fewer than 24
points will be categorized as a sub-
standard physical condition agency.

scoring

§902.26 [Reserved]

Subpart C—Financial Condition
Indicator

§902.30 Financial
ment.

(a) Objective. The objective of the fi-
nancial condition indicator is to meas-
ure the financial condition of each pub-
lic housing project within a PHA’s pub-
lic housing portfolio for the purpose of
evaluating whether there are sufficient
financial resources to support the pro-
vision of housing that is DSS/GR. Indi-
vidual project scores for financial con-
dition, as well as overall financial con-
dition scores, will be issued.

condition assess-
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§902.33

(b) Financial reporting standards. A
PHA’s financial condition will be as-
sessed under this indicator by meas-
uring the combined performance of all
public housing projects in each of the
subindicators listed in §902.35, on the
basis of the annual financial report
provided in accordance with §902.33.

(c) Ezxclusions. Mixed-finance projects
are excluded from the financial condi-
tion indicator.

§902.33 Financial reporting require-
ments.

(a) Annual financial report. All PHAs
must submit their unaudited and au-
dited financial data to HUD on an an-
nual basis. The financial information
must be:

(1) Prepared in accordance with Gen-
erally Accepted Accounting Principles
(GAAP), as further defined by HUD in
supplementary guidance; and

(2) Submitted electronically in the
format prescribed by HUD using the Fi-
nancial Data Schedule (FDS).

(b) Annual unaudited financial infor-
mation report filing dates. The unaudited
financial information to be submitted
to HUD in accordance with paragraph
(a) of this section must be submitted to
HUD annually, no later than 2 months
after the PHA’s fiscal year end, with no
penalty applying until the 16th day of
the 3rd month after the PHA’s fiscal
year end, in accordance with §902.62.

(c) Annual audited financial informa-
tion compliance dates. Audited financial
statements will be required no later
than 9 months after the PHA’s fiscal
yvear end, in accordance with the Single
Audit Act and 2 CFR part 200, subpart
F.

(d) Year-end audited financial informa-
tion. All PHAs that meet the federal as-
sistance threshold stated in the Single
Audit Act and 2 CFR part 200, subpart
F, must also submit year-end audited
financial information.

(e) Submission of information. In addi-
tion to the submission of information
required by paragraph (a) of this sec-
tion, a PHA shall provide one copy of
the completed audit report package
and the Management Letter issued by
the Independent Auditor to the local

24 CFR Ch. IX (4-1-25 Edition)

HUD field office having jurisdiction
over the PHA.

[76 FR 10149, Feb. 23, 2011, as amended at 80
FR 75941, Dec. 7, 2015]

§902.35 Financial
and thresholds.

(a) Scoring. (1) Under the financial
condition indicator, a score will be cal-
culated for each project based on the
values of financial condition subindica-
tors and an overall financial condition
score, as well as audit and internal
control flags. Each financial condition
subindicator has several levels of per-
formance, with different point values
for each level.

(2) The financial condition score for
projects will be based on the annual fi-
nancial condition information sub-
mitted to HUD for each project under
24 CFR 990.280 and 990.285. The financial
condition score for PHAs will be based
on a unit-weighted average of project
scores.

(b) Subindicators of the financial condi-
tion indicator. The subindicators of fi-
nancial condition indicator are:

(1) Quick Ratio (QR). The QR com-
pares quick assets to current liabil-
ities. Quick assets are cash and assets
that are easily convertible to cash and
do not include inventory. Current li-
abilities are those liabilities that are
due within the next 12 months. A QR of
less than one indicates that the
project’s ability to make payments on
a timely basis may be at risk.

(2) Months Expendable Net Assets Ratio
(MENAR). The MENAR measures a
project’s ability to operate using its
net available, unrestricted resources
without relying on additional funding.
This ratio compares the adjusted net
available unrestricted resources to the
average monthly operating expenses.
The result of this calculation shows
how many months of operating ex-
penses can be covered with currently
available, unrestricted resources.

(3) Debt Service Coverage Ratio (DSCR).
The DSCR is the ratio of net operating
income available to make debt pay-
ments, to the amount of the debt pay-
ments. This subindicator is used if the
PHA has taken on long-term obliga-
tions. A DSCR of less than one would
indicate that the project would have
difficulty generating sufficient cash

condition scoring
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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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§902.45

each instance where the actual man-
agement operations score is rated
below the maximum score of 25 points,
one point each will be added for phys-
ical condition and neighborhood envi-
ronment, but not to exceed the max-
imum number of 25 points available for
the management operations indicator.

(d) Application of adjustment. The ad-
justment for physical condition and
neighborhood environment will be cal-
culated by HUD and applied to all eligi-
ble projects.

§902.45 Management operations scor-
ing and thresholds.

(a) Scoring. Under the management
operations indicator, HUD will cal-
culate a score for each project, as well
as for the overall management oper-
ations of a PHA, that reflects weights
based on the relative importance of the
individual management subindicators.

(b) Owerall PHA management oper-
ations indicator score. The overall man-
agement operations indicator score is a
unit-weighted average of project
scores. The sum of the weighted values
is divided by the total number of units
in the PHA’s portfolio to derive the
overall management operations indi-
cator score.

(¢) Thresholds. (1) The PHA’s manage-
ment operations score is based on a
maximum of 25 points.

(2) In order to receive a passing score
under the management operations indi-
cator, a PHA must achieve a score of at
least 15 points or 60 percent.

(3) A PHA that receives fewer than 15
points will be categorized as a sub-
standard management operations agen-
cy.

Subpart E—Capital Fund Program
Indicator

§902.50 Capital Fund program assess-
ment.

(a) Objective. The Capital Fund pro-
gram indicator examines the period of
time taken by a PHA to obligate funds
and occupy units in relation to statu-
tory deadlines for obligation for all
Capital Fund program grants for which
fund balances remain during the as-
sessed fiscal year. Funds from the Cap-
ital Fund program under section 9(d) of

24 CFR Ch. IX (4-1-25 Edition)

the Act (42 U.S.C. 1437g(d)) do not in-
clude HOPE VI program funds.

(b) Applicability. This indicator is ap-
plicable on a PHA-wide basis, and not
to individual projects. This indicator is
not applicable to PHAs that choose not
to participate in the Capital Fund pro-
gram under section 9(d) of the Act.

(c) Capital Fund subindicators. The
subindicators pursuant to section 9(d)
of the Act are:

(1) Timeliness of fund obligation.
This subindicator examines the period
of time it takes for a PHA to obligate
funds from the Capital Fund program
under section 9(j)(1) of the 1937 Act (42
U.S.C. 14372(9)(j)).

(2) Occupancy rate. This subindicator
measures the PHA’s occupancy rate as
of the end of the PHA’s fiscal year.

(d) Method of assessment. The assess-
ment required under the Capital Fund
program indicator will be performed
through analysis of obligated amounts
in HUD’s eLLOCCS (or its successor) for
all Capital Fund program grants that
were open during the assessed fiscal
yvear. This subindicator measures a
statutory requirement for the Capital
Fund program. Other aspects of the
Capital Fund program will be mon-
itored by HUD through other types of
reviews, and in this indicator through
considering occupancy rates.

(1) PHAs are responsible to ensure
that their Capital Fund program infor-
mation is submitted to eLOCCS by the
submission due date.

(2) A PHA may not appeal its PHAS
score, Capital Fund program score, or
both, based on the fact that it did not
submit its Capital Fund program infor-
mation to eLOCCS and/or the PIC sys-
tems by the submission due date.

§902.53 Capital Fund program scoring
and thresholds.

(a) Scoring. The Capital Fund pro-
gram indicator score provides an as-
sessment of a PHA’s ability to obligate
Capital Fund program grants in a time-
ly manner on capital and moderniza-
tion needs.

(b) Thresholds. (1) The PHA’s Capital
Fund program score is based on a max-
imum of 10 points.
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(2) In order to receive a passing score
under the Capital Fund program indi-
cator, a PHA must achieve a score of at
least b points, or 50 percent.

Subpart F—PHAS Scoring

§902.60 Data collection.

(a) Fiscal year reporting period—Ilimita-
tion on changes after PHAS effective date.
To allow for a period of consistent as-
sessments to refine and make nec-
essary adjustments to PHAS, a PHA is
not permitted to change its fiscal year
for the first 3 full fiscal years following
the effective date of this regulation,
unless such change is approved by HUD
for good cause.

(b) Request for extension of time to sub-
mit unaudited financial information. In
the event of extenuating cir-
cumstances, a PHA may request exten-
sions of time to submit its unaudited
financial information. To receive an
extension, a PHA must ensure that
HUD receives the extension request
electronically 15 days before the sub-
mission due date. The PHA’s electronic
extension request must include an ob-
jectively verifiable justification as to
why the PHA cannot submit the infor-
mation by the submission due date.
PHAs shall submit their requests for
extensions of time for the submission
of unaudited financial information
through the FASS-PH Secure Systems
Web site. HUD shall forward its deter-
mination electronically to the request-
ing PHA.

(c) Request for waiver of due date for
PHA submission of audited financial in-
formation. (1) HUD, for good cause, may
grant PHAs a waiver of the due date of
the submission of audited financial in-
formation to HUD. HUD shall consider
written requests from PHAs for a waiv-
er of the report submission due date
(established by the Single Audit Act
and 2 CFR part 200, subpart F, as no
later than 9 months after the end of
the fiscal year). The PHA’s written re-
quest for a waiver of the due date of
the submission of audited financial in-
formation must include an objectively
verifiable justification as to why the
PHA cannot submit the information by
the submission due date. A PHA shall
submit its written request for such a
waiver, 30 days prior to the submission

§902.62

due date, to its local field office. HUD
shall forward its written determination
of the waiver request to the PHA and,
if appropriate, establish a new submis-
sion due date for the audited financial
information.

(2) A waiver of the due date for the
submission of audited financial infor-
mation to HUD does not relieve a PHA
of its responsibility to submit its au-
dited information to OMB’s Federal
Audit Clearinghouse no later than 9
months after the end of its fiscal year.

(d) Rejected unaudited financial sub-
missions. When HUD rejects a PHA’s
year-end unaudited financial informa-
tion after the due date, a PHA shall
have 15 days from the date of the rejec-
tion to resubmit the information with-
out a penalty being applied, in accord-
ance with §902.62.

(e) Late points and late presumptive
failure. Liate points and late presump-
tive failure will only be applied to the
financial condition indicator since the
management operations information is
derived from the financial condition
submission.

(f) Score change. A management oper-
ations score can change as a result of
the audited submission since the man-
agement operations information is de-
rived from the financial condition sub-
mission.

[76 FR 10149, Feb. 23, 2011, as amended at 80
FR 75941, Dec. 7, 2015]

§902.62

(a) Failure to submit data by due date.
(1) If a PHA without a finding of good
cause by HUD does not submit its year-
end financial information, required by
this part, or submits its unaudited
year-end financial information more
than 15 days past the due date, appro-
priate sanctions may be imposed, in-
cluding a reduction of one point in the
total PHAS score for each 15-day pe-
riod past the due date.

(2) If the unaudited year-end finan-
cial information is not received within
3 months past the due date, or ex-
tended due date, the PHA will receive a
presumptive rating of failure for its
unaudited information and shall re-
ceive zero points for its unaudited fi-
nancial information and the final fi-
nancial condition indicator score. The

Failure to submit data.
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subsequent timely submission of au-
dited information does not negate the
score of zero received for the unaudited
year-end financial information submis-
sion.

(3) The PHA’s audited financial state-
ment must be received no later than 9
months after the PHA’s fiscal year-end,
in accordance with the Single Audit
Act and 2 CFR part 200, subpart F. If
the audited financial statement is not
received by that date, the PHA will re-
ceive a presumptive rating of failure
for the financial condition indicator.

(b) Verification of information sub-
mitted. (1) A PHA’s year-end financial
information and any supporting docu-
mentation are subject to review by an
independent auditor, as authorized by
section 6(j)(6) of the Act (42 U.S.C.
1437(d)(j)(6)). Appropriate sanctions for
intentional false certification will be
imposed, including civil penalties, sus-
pension or debarment of the signato-
ries, the loss of high performer designa-
tion, a lower score under the financial
condition indicator, and a lower overall
PHAS score.

(2) A PHA that cannot provide justi-
fying documentation to HUD for the
assessment under any indicator(s) or
subindicator(s) shall receive a score of
zero for the relevant indicator(s) or
subindicator(s) and its overall PHAS
score shall be lowered accordingly.

(¢c) Failure to submit. If a PHA does
not submit its unaudited or audited in-
formation, it will receive a zero for
management operations.

[76 FR 10149, Feb. 23, 2011, as amended at 80
FR 75941, Dec. 7, 2015]

§902.64 PHAS scoring and audit re-
views.

(a) Adjustments to PHAS score. (1) Ad-
justments to the score may be made
after a PHA’s audit report for the fiscal
year being assessed is transmitted to
HUD. If significant differences are
noted between unaudited and audited
results, a PHA’s PHAS score will be ad-
justed in accordance with the audited
results.

(2) A PHA’s PHAS score under indi-
vidual indicators or subindicators, or
its overall PHAS score, may be
changed by HUD in accordance with
data included in the audit report or ob-
tained through such sources as HUD
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project management and other reviews,
investigations by HUD’s Office of Fair
Housing and Equal Opportunity, inves-
tigations or audits by HUD’s Office of
Inspector General, or reinspection by
HUD, as applicable.

(b) Issuance of a score by HUD. (1) An
overall PHAS score will be issued for
each PHA after the later of one month
after the submission due date for finan-
cial data or one month after submis-
sion by the PHA of its financial data.
The overall PHAS score becomes the
PHA’s final PHAS score after any ad-
justments requested by the PHA and
determined necessary under the proc-
esses provided in §§902.25(d), 902.35(a),
and 902.68; any adjustments resulting
from the appeal process provided in
§902.69; and any adjustments deter-
mined necessary as a result of the inde-
pendent public accountant (IPA) audit.

(2) Each PHA (or RMC) shall post a
notice of its final PHAS score and des-
ignation in appropriate conspicuous
and accessible locations in its offices
within 2 weeks of receipt of its final
PHAS score and designation. In addi-
tion, HUD will post every PHA’s PHAS
score and designation on HUD’s Inter-
net site.

(c) Review of audit. (1) Quality control
review. HUD may undertake a quality
control review of the audit work papers
or as part of the Department’s ongoing
quality assurance process.

(2) Determination of deficiency. If HUD
determines that the PHA’s financial
statements, electronic financial sub-
mission, or audit are deficient, it shall
notify the PHA of such determination
in writing. The PHA will have 30 days
in which to respond to the notice of de-
ficiency and to establish that the de-
termination is erroneous. Following
consideration of any PHA response,
HUD will issue a final determination in
writing to the PHA.

(i) Deficient financial statements. Defi-
cient financial statements are state-
ments that are not presented, in some
material respect, in accordance with
accounting principles generally accept-
ed in the United States, as set forth by
the Government Accounting Standards
Board, or if applicable, the Financial
Accounting Standards Board.
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(ii) Deficient electronic submission. A
deficient electronic financial submis-
sion is a filing that was not made, in
some material respect, in accordance
with HUD requirements or attested to
in accordance with the Standards for
Attestation Engagements issued by the
American Institute of Certified Public
Accountants or Generally Accepted
Government Auditing Standards.

(iii) Deficient audit. A deficient audit
is one that was not performed, in some
material respect, in compliance with
Generally Accepted Government Audit-
ing Standards; Generally Accepted Au-
diting Standards; the Single Audit Act
and 2 CFR part 200, subpart F, when ap-
plicable; or HUD requirements.

(3) HUD actions. If HUD determines
that the financial statements, elec-
tronic financial submission, or audit
are deficient, HUD may adjust the fi-
nancial indicator score to zero and/or
reduce the overall PHAS score in ac-
cordance with the provisions of this
section. Additionally, if HUD deter-
mines that the audit is deficient, HUD
may, at its discretion, elect to serve as
the audit committee for the PHA for
the next fiscal year and select the
audit firm that will perform the audit
in question.

[76 FR 10149, Feb. 23, 2011, as amended at 80
FR 75942, Dec. 7, 2015]

§902.66 Withholding, denying, and re-
scinding designation.

(a) Withholding designation. In excep-
tional circumstances, even though a
PHA has satisfied all of the PHAS indi-
cators for high performer or standard
performer designation, HUD may con-
duct any review as it may determine
necessary, and may deny or rescind in-
centives or high performer designation
or standard performer designation, in
the case of a PHA that:

(1) Is operating under a special agree-
ment with HUD (e.g., a civil rights
compliance agreement);

(2) Is involved in litigation that bears
directly upon the physical, financial,
or management performance of a PHA;

(3) Is operating under a court order;

(4) Demonstrates substantial evi-
dence of fraud or misconduct, including
evidence that the PHA’s certifications,
submitted in accordance with this part,
are not supported by the facts, as evi-

§902.69

denced by such sources as a HUD re-
view, routine reports, an Office of In-
spector General investigation/audit, an
independent auditor’s audit, or an in-
vestigation by any appropriate legal
authority; or

(5) Demonstrates substantial non-
compliance in one or more areas of a
PHA’s required compliance with appli-
cable laws and regulations, including
areas not assessed under PHAS. Areas
of substantial noncompliance include,
but are not limited to, noncompliance
with civil rights, nondiscrimination
and fair housing laws and regulations,
or the ACC. Substantial noncompliance
casts doubt on the capacity of a PHA
to preserve and protect its public hous-
ing projects and operate them con-
sistent with federal laws and regula-
tions.

(b) High performer and standard des-
ignations. If a high performer designa-
tion is denied or rescinded, the PHA
shall be designated either a standard
performer, substandard performer, or
troubled performer, depending on the
nature and seriousness of the matter or
matters constituting the basis for
HUD’s action. If a standard performer
designation is denied or rescinded, the
PHA shall be designated as a sub-
standard performer or troubled per-
former.

(c) Effect on score. The denial or re-
scission of a designation of high per-
former or standard performer shall not
affect the PHA’s numerical PHAS
score, except where the denial or re-
scission is under paragraph (a)(4) of
this section.

§902.68 [Reserved]

§902.69 PHA right of petition and ap-
peal.

(a) Appeal of troubled performer des-
ignation and petition for removal of trou-
bled performer designation. A PHA may
take any of the following actions:

(1) Appeal its troubled performer des-
ignation (including Capital Fund pro-
gram troubled performer designation);

(2) Appeal its final overall PHAS
score;

(3) Petition for removal of troubled
performer designation;
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(4) Appeal any refusal of a petition to
remove troubled performer designa-
tion; and

(5) Appeal actions under §902.66.

(b) Appeal of PHAS score. (1) If a PHA
believes that an objectively verifiable
and material error(s) exists in any of
the scores for its PHAS indicators,
which, if corrected, will result in a sig-
nificant change in the PHA’s PHAS
score and its designation (i.e., as trou-
bled performer, substandard performer,
standard performer, or high performer),
the PHA may appeal its PHAS score in
accordance with the procedures of
paragraphs (c), (d), and (e) of this sec-
tion. A significant change in a PHAS
score is a change that would cause the
PHA’s PHAS score to increase, result-
ing in a higher PHAS designation for
the PHA (i.e., from troubled performer
to substandard performer or standard
performer, or from standard performer
to high performer).

(2) A PHA may not appeal its PHAS
score, physical condition score, or
both, based on the subsequent correc-
tion of deficiencies identified as a re-
sult of a project’s physical inspection
or the denial of a technical review re-
quest.

(3) A PHA may not appeal its PHAS
score, Capital Fund program score, or
both, based on the fact that it did not
submit its Capital Fund program infor-
mation to eLOCCS by the submission
due date.

(c) Appeal and petition procedures. (1)
To appeal a troubled performer des-
ignation or a final overall PHAS score,
a PHA must submit a request in writ-
ing to the Deputy Assistant Secretary
of the Real Estate Assessment Center,
which must be received by HUD no
later than 30 days following the
issuance of the overall PHAS score to
the PHA. To petition the removal of a
troubled performer designation, a PHA
must submit its request in writing to
the Deputy Assistant Secretary of the
Real Estate Assessment Center.

(2) To appeal the denial of a petition
to remove a troubled performer des-
ignation, a PHA must submit a written
request to the Deputy Assistant Sec-
retary of the Real Estate Assessment
Center, which must be received by HUD
no later than 30 days after HUD’s deci-
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sion to refuse to remove the PHA’s
troubled performer designation.

(3) To appeal the petition for the re-
moval of a troubled performer designa-
tion, or appeal the denial of a petition
to remove a troubled performer des-
ignation, a PHA shall submit its re-
quest in writing to the Deputy Assist-
ant Secretary of the Real Estate As-
sessment Center.

(4) An appeal of a troubled performer
designation, the petition for removal of
a troubled performer designation, or
the appeal of a refusal of a petition to
remove a troubled performer designa-
tion must include the PHA’s sup-
porting documentation and reasons for
the appeal or petition. An appeal of a
PHAS score must be accompanied by
the PHA’s evidence that a material
error occurred. An appeal or petition
submitted to HUD without supporting
documentation will not be considered
and will be returned to the PHA.

(d) Denial, withholding, or rescission. A
PHA that disagrees with the basis for
denial, withholding, or rescission of its
designation under §902.66 may make a
written request for reinstatement
within 30 days of notification by HUD
of the denial or rescission of the des-
ignation to the Assistant Secretary,
and the request shall include reasons
for the reinstatement.

(e) Consideration of petitions and ap-
peals. (1) Consideration of a petition or
the appeal of a final overall PHAS
score, of a troubled performer designa-
tion, or of a petition to remove trou-
bled performer designation. Upon re-
ceipt of such an appeal or a petition
from a PHA, HUD will evaluate the ap-
peal and its merits for purposes of de-
termining whether a reassessment of
the PHA is warranted. HUD will review
the PHA’s file and the evidence sub-
mitted by the PHA to determine
whether an error occurred.

(2) Consideration of an appeal of re-
fusal to remove a troubled performer
designation. Upon receipt of an appeal
of refusal to remove a troubled per-
former designation, HUD will evaluate
the appeal and its merits for the pur-
poses of determining whether a reas-
sessment of the PHA is warranted. The
HUD staff initially evaluating an ap-
peal of refusal to remove a troubled
performer designation will not be the
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same HUD staff who evaluated the
PHA’s petition to remove the troubled
performer designation. The Assistant
Secretary will render the final deter-
mination of such an appeal.

(f) Notice and finality of decisions. (1) If
HUD determines that one or more ob-
jectively verifiable and material error
has occurred, HUD will undertake a
new inspection of the project, arrange
for audit services, adjust the PHA’s
score, or perform other reexamination
of the financial, management, or Cap-
ital Fund program information, as ap-
propriate in light of the nature of the
error that occurred. A new score will
be issued and an appropriate perform-
ance designation made by HUD. HUD’s
decision on appeal of a PHAS score,
issuance of a troubled performer des-
ignation, or refusal to remove a trou-
bled performer designation will be final
agency action. No reconsideration will
be given by HUD of such decisions.

(2) HUD will issue a written decision
on all appeals and petitions made
under this section.

Subpart G—PHAS Incentives and
Remedies

§902.71 Incentives
formers.

(a) Incentives for high performer PHAs.
A PHA that is designated a high per-
former will be eligible for the following
incentives, and such other incentives
that HUD may determine appropriate
and permissible under program stat-
utes or regulations.

(1) Relief from specific HUD require-
ments. A PHA that is designated a high
performer will be relieved of specific
HUD requirements (e.g., will receive
fewer reviews and less monitoring), ef-
fective upon notification of a high per-
former designation.

(2) Public recognition. High performer
PHAs and RMCs that receive a score of
at least 60 percent of the points avail-
able for the physical condition, finan-
cial condition, and management oper-
ations indicators, and at least 50 per-
cent of the points available for the
Capital Fund indicator, and achieve an
overall PHAS score of 90 percent or
greater of the total available points
under PHAS shall be designated a high
performer and will receive a Certificate

for high per-

§902.73

of Commendation from HUD, as well as
special public recognition, as provided
by the field office.

(3) Bonus points in funding competi-
tions. A high performer PHA may be el-
igible for bonus points in HUD’s fund-
ing competitions, where such bonus
points are not restricted by statute or
regulation governing the funding pro-
gram and are provided in the relevant
notice of funding availability.

(b) Compliance with applicable federal
laws and regulations. Relief from any
standard procedural requirement that
may be provided under this section
does not mean that a PHA is relieved
from compliance with the provisions of
federal law and regulations or other
handbook requirements. For example,
although a high performer or standard
performer may be relieved of require-
ments for prior HUD approval for cer-
tain types of contracts for services, the
PHA must still comply with all other
federal and state requirements that re-
main in effect, such as those for com-
petitive bidding or competitive nego-
tiation (see 2 CFR 200.319, as applica-
ble).

(c) Audits and reviews not relieved by
designation. A PHA designated as a
high performer or standard performer
remains subject to:

(1) Regular independent auditor au-
dits;

(2) Office of Inspector General audits
or investigations as circumstances may
warrant; and

(3) Reviews identified by the regional
or field office in its current Risk As-
sessment of PHAs and projects.

[76 FR 10149, Feb. 23, 2011, as amended at 80
FR 75942, Dec. 7, 2015]

§902.73 PHAs with deficiencies.

(a) Oversight and action. Standard and
substandard performers will be referred
to the field office for appropriate over-
sight and action.

(1) A standard performer that re-
ceives a total score of at least 60 per-
cent shall be required to correct the de-
ficiencies in performance within the
time period for correction, as stated in
§902.73(c). If the PHA fails to correct
the deficiencies, HUD may either re-
quire the PHA to enter into a Correc-
tive Action Plan, or HUD may take
other action, as appropriate.
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(2) A substandard performer, i.e., a
PHA that achieves a PHAS score of at
least 60 percent and achieves a score of
less than 60 percent of the total points
available under one or more of the
physical condition, management oper-
ations, or financial condition PHAS in-
dicators, shall be required to correct
the deficiencies in performance within
the time period for correction. If the
PHA fails to correct the deficiencies,
HUD may require the PHA to enter
into a Corrective Action Plan, or take
other action, as appropriate.

(3) A PHA with a project(s) that re-
ceives less than 60 percent of the points
available for the physical condition,
management operations, or financial
condition PHAS indicators, or less
than 50 percent of the points available
for the capital fund indicator, shall be
required to correct the deficiencies in
performance within the time period for
correction, as stated in §902.73(b). If
the PHA fails to correct the defi-
ciencies within the time period al-
lowed, HUD may either require the
PHA to enter into a Corrective Action
Plan, or take other action, as appro-
priate.

(b) Correction of deficiencies. (1) Time
period for correction. After a PHA’s (or
DF-RMC’s) receipt of its final overall
PHAS score and designation as: A
standard performer, within the range
described in §902.73(a)(1); or sub-
standard performer, within the range
described in §902.73(a)(2), or, in the case
of an RMC, after notification of its
score from a PHA, a PHA or RMC shall
correct any deficiency indicated in its
assessment within 90 days, or within
such period as provided in the HUD-ex-
ecuted Corrective Action Plan, if re-
quired.

(2) Notification and report to regional or
field office. A PHA shall notify the re-
gional or field office of its action to
correct a deficiency. A PHA shall also
forward to the regional or field office
an RMC’s report of its action to correct
a deficiency. A DF-RMC shall forward
directly to the regional or field office
its report of its action to correct a defi-
ciency.

(c) Failure to correct deficiencies. (1) If
a PHA (or DF-RMC or RMC) fails to
correct deficiencies within the time pe-
riod noted in paragraph (b) of this sec-
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tion, or to correct deficiencies within
the time specified in a Corrective Ac-
tion Plan, or within such extensions as
may be granted by HUD, the field office
will notify the PHA of its noncompli-
ance.

(2) The PHA (or DF-RMC or RMC)
will provide the field office with its
reasons for lack of progress in negoti-
ating, executing, or carrying out the
Corrective Action Plan, within 30 days
of the PHA’s receipt of the noncompli-
ance notification. HUD will advise the
PHA as to the acceptability of its rea-
sons for lack of progress.

(3) If HUD finds the PHA’s (or DF-
RMC or RMC’s) reasons for lack of
progress unacceptable, HUD will notify
the PHA (or DF-RMC or RMC) that it
will take such actions as it may deter-
mine appropriate in accordance with
the provisions of the 1937 Act and other
statutes, the ACC, this part, and other
HUD regulations, including, but not
limited to, the remedies available for
substantial default.

§902.75 Troubled performers.

(a) General. Upon a PHA’s designa-
tion as a troubled performer, in accord-
ance with the requirements of section
6(j)(2)(B) of the Act (42 TU.S.C.
1437d(j)(2)(B)) and in accordance with
this part, HUD must notify the PHA
and shall refer each troubled performer
PHA to the PHA’s field office, or other
designated office(s) at HUD, for reme-
dial action, oversight, and monitoring.
The actions to be taken by HUD and
the PHA will include statutorily re-
quired actions, and such other actions
as may be determined appropriate by
HUD.

(b) Memorandum of agreement (MOA).
Within 30 days of notification of a
PHA’s designation as a troubled per-
former, HUD will initiate activities to
negotiate and develop an MOA. An
MOA is required for a troubled per-
former. The final MOA is a binding
contractual agreement between HUD
and a PHA. The scope of the MOA may
vary depending upon the extent of the
problems present in the PHA. It shall
include, but not be limited to:

(1) Baseline data, which should be
data without adjustments or weighting
but may be the PHA’s score in each of
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the PHAS indicators or subindicators
identified as a deficiency;

(2) Performance targets for such peri-
ods specified by HUD (e.g., annual,
semiannual, quarterly, monthly),
which may be the attainment of a
higher score within an indicator or
subindicator that is a problem, or the
description of a goal to be achieved;

(3) Strategies to be used by the PHA
in achieving the performance targets
within the time period of the MOA, in-
cluding the identification of the party
responsible for the completion of each
task and for reporting progress;

(4) Technical assistance to the PHA
provided or facilitated by HUD; for ex-
ample, the training of PHA employees
in specific management areas or assist-
ance in the resolution of outstanding
HUD monitoring findings;

(6) The PHA’s commitment to take
all actions within its control to
achieve the targets;

(6) Incentives for meeting such tar-
gets, such as the removal of a troubled
performer designation or troubled with
respect to the program for assistance
from the Capital Fund program under
section 9(d) of the Act (42 TU.S.C.
1437g(d)) and HUD recognition for the
most-improved PHAS;

(7) The consequences of failing to
meet the targets, which include, but
are not limited to, the interventions
stated in 24 CFR part 907 and in section
6(j)(3) of the Act (42 U.S.C. 1437d(j)(3));
and

(8) A description of the involvement
of local public and private entities, in-
cluding PHA resident leaders, in car-
rying out the agreement and rectifying
the PHA’s problems. A PHA shall have
primary responsibility for obtaining
active local public and private entity
participation, including the involve-
ment of public housing resident lead-
ers, in assisting PHA improvement ef-
forts. Local public and private entity
participation should be premised upon
the participant’s knowledge of the
PHA, ability to contribute technical
expertise with regard to the PHA’s spe-
cific problem areas, and authority to
make preliminary commitments of
support, financial or otherwise.

(c) PHA review of MOA. The PHA will
have 10 days to review the MOA. Dur-
ing this 10-day period, the PHA shall

§902.75

resolve any claimed discrepancies in
the MOA with HUD, and discuss any
recommended changes and target dates
for improvement to be incorporated in
the final MOA. Unless the time period
is extended by HUD, the MOA is to be
executed 15 days following issuance of
the draft MOA.

(d) Maximum recovery period. (1) Expi-
ration of the first-year improvement pe-
riod. Upon the expiration of the one-
year period that started on the date on
which the PHA receives initial notice
of a troubled performer designation,
the PHA shall, by the next PHAS as-
sessment that is at least 12 months
after the initial notice of the troubled
performer designation, improve its per-
formance by at least 50 percent of the
difference between the initial PHAS as-
sessment score that led to the troubled
performer status and the score nec-
essary to remove the PHA’s designa-
tion as a troubled performer.

(2) Expiration of 2-year recovery period.
Upon the expiration of the 2-year pe-
riod that started on the date on which
the PHA received the initial notice of a
troubled performer designation, the
PHA shall, by the next PHAS assess-
ment that is at least 24 months after
the initial notice of the troubled per-
former designation, improve its per-
formance and achieve an overall PHAS
score of at least 60 percent of the total
points available.

(e) Parties to the MOA. An MOA shall
be executed by:

(1) The PHA Board Chairperson (sup-
ported by a Board resolution), or a re-
ceiver (pursuant to a court-ordered re-
ceivership agreement, if applicable) or
other AME acting in lieu of the PHA
Board;

(2) The PHA Executive Director, or a
designated receiver (pursuant to a
court-ordered receivership agreement,
if applicable), or other AME-designated
Chief Executive Officer; and

(3) The field office

(f) Involvement of resident leadership in
the MOA. HUD encourages the inclu-
sion of the resident leadership in the
execution of the MOA.

(g) Failure to execute MOA or make
substantial improvement under MOA. (1)
If a troubled performer PHA fails or re-
fuses to execute an MOA within the pe-
riod provided in paragraph (c) of this
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section, or a troubled performer PHA
operating under an executed MOA does
not show a substantial improvement,
as provided in paragraph (d) of this sec-
tion, toward a passing PHAS score fol-
lowing the issuance of the failing
PHAS score by HUD, the field office
shall refer the PHA to the Assistant
Secretary to determine such remedial
actions, consistent with the provisions
of the ACC and other HUD regulations,
including, but not limited to, remedies
available for substantial default.

(2) For purposes of paragraph (g) of
this section, substantial improvement
is defined as the improvement required
by paragraph (d) of this section. The
maximum period of time for remaining
in troubled performer status before
being referred to the Assistant Sec-
retary is 2 years after the initial notifi-
cation of the troubled performer des-
ignation. Therefore, the PHA must
make substantial improvement in each
year of this 2-year period.

(3) The following example illustrates
the provisions of paragraph (g)(1) of
this section:

Example: A PHA receives a score of 50
points on the physical condition, manage-
ment operations, or financial condition
PHAS indicators; 60 points is a passing score.
Upon the expiration of the one-year period
that started on the date on which the PHA
received the initial notification of the trou-
bled performer designation, the PHA must
achieve at least 55 points (60 percent of the
10 points necessary to achieve a passing
score of 60 points) to continue recovery ef-
forts. In the second year, the PHA must
achieve a minimum score of 60 points (a
passing score). If, in the first year that start-
ed on the date on which the PHA received
the initial notification of the troubled des-
ignation, the PHA fails to achieve the 5-
point increase, or if the PHA achieves the 5
point increase within the first year that
started on the date on which the PHA re-
ceived the initial notification of the troubled
designation, but fails to achieve the min-
imum passing score of 60 points after the sec-
ond year after the initial notification, HUD
will notify the PHA that it will take such ac-
tions as it may determine appropriate in ac-
cordance with the provisions of the ACC and
other HUD regulations, including, but not
limited to, the remedies available for sub-
stantial default.

(h) Audit review. For a PHA des-
ignated as a troubled performer, HUD
may perform an audit review and may,
at its discretion, select the audit firm
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that will perform the audit of the PHA;
and HUD may, at its discretion, serve
as the audit committee for the audit in
question.

(i) Continuation of services to residents.
To the extent feasible, while a PHA is
in a troubled performer status, all serv-
ices to residents will continue uninter-
rupted.

§902.79 Verification and records.

All project and PHA certifications,
year-end financial information, and
supporting documentation are subject
to HUD verification at any time, in-
cluding review by an independent audi-
tor. All PHAs must retain supporting
documents for any certifications and
for asset management reviews for at
least 3 years. Failure to maintain and
provide supporting documentation for
a period of 3 years for any indicator(s),
subindicator(s), or other methods used
to assess performance shall result in a
score of zero for the indicator(s) or sub-
indicator(s), and a lower overall PHAS
score for the applicable assessment pe-
riod.

§902.81 Resident petitions for reme-
dial action.

Residents of a PHA designated as
troubled pursuant to section 6(j)(2)(A)
of the Act (42 U.S.C. 1437d(j)(2)(A)) may
petition HUD in writing to take one or
more of the actions referred to in sec-
tion 6(j)(3)(A) of the Act (42 U.S.C.
1437d4(j)(3)(A)). HUD will consider any
petition from a group of residents to-
taling at least 20 percent of the PHA’s
residents, or from an organization or
organizations of residents whose mem-
bership equals at least 20 percent of the
PHA'’s residents. HUD shall respond to
such petitions in a timely manner with
a written description of the actions, if
any, HUD plans to take and, where ap-
plicable, the reasons why such actions
differ from the course proposed by the
residents. Nothing in this section shall
limit HUD’s discretion to determine
whether a substantial default has oc-
curred or to select the appropriate
intervention upon such determination.
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§902.83 Sanctions for troubled per-
former PHAs.

(a) If a troubled performer PHA fails
to make substantial improvement, as
set forth in §902.75(d), HUD shall:

(1) In the case of a troubled per-
former PHA with 1,250 or more units,
declare substantial default in accord-
ance with §907.3(b)(3) of this chapter
and petition for the appointment of a
receiver pursuant to section
6(j)(3)(A)({i) of the Act (42 TU.S.C.
1437d(j)(3)(A)(i1)); or

(2) In the case of a troubled per-
former PHA with fewer than 1,250
units, declare substantial default in ac-
cordance with §907.3(b)(3) of this chap-
ter and either petition for the appoint-
ment of a receiver pursuant to section
6(j)(3)(A)({i) of the Act (42 TU.S.C.
1437d(j)(3)(A)(ii)), or take possession of
the PHA (including all or part of any
project or program of the PHA) pursu-
ant to section 6(j)(3)(A)(iv) of the Act
(42 U.S.C. 1437d(j))(3)(A)({v)), and ap-
point, on a competitive or noncompeti-
tive basis, an individual or entity as an
administrative receiver to assume the
responsibilities of HUD for the admin-
istration of all or part of the PHA (in-
cluding all or part of any project or
program of the PHA).

(3) In the case of substantial default
by a troubled performer PHA, nothing
in this section shall be construed to
limit the courses of action available to
HUD under this part, 24 CFR part 907,
or section 6(j)(3)(A) of the Act (42
U.S.C. 1437d(j)(3)(A)) for any other sub-
stantial default by a PHA.

(b) If a troubled performer PHA fails
to execute or meet the requirements of
an MOA in accordance with §902.75,
other than as specified in paragraph (a)
of this section, the PHA may be
deemed to be in substantial default by
HUD and any remedy available there-
fore may be invoked in the discretion
of HUD.

Subpart H—Assessment of Smaill
Rural Public Housing Agencies

SOURCE: 88 FR 30501, May 11, 2023, unless
otherwise noted.

§902.103

§902.101 Definition of small rural

PHAs.

(a) Definition. A PHA is a small rural
PHA if it administers 550 or fewer com-
bined public housing units and vouch-
ers under section 8(0), and either:

(1) Has a primary administrative
building as determined with a physical
address in a rural area as described in
12 CFR 1026.35(b)(2)(iv)(A); or

(2) More than 50 percent of its com-
bined public housing units and voucher
units under section 8(o) are in rural
areas as described in 12 CFR
1026.35(b)(2)(iv)(A).

(b) Determination. (1) HUD will make
the initial determination of PHAs that
qualify as small rural as defined in this
section no later than October 30, 2023.

(2) HUD will determine if a PHA
qualifies as a small rural PHA under
paragraph (a) of this section every 3
years.

(c) Appeals. A PHA may challenge
HUD’s determination concerning
whether the PHA qualifies as small
rural PHA by presenting an objectively
verifiable material error which re-
sulted in the incorrect determination,
or by presenting information showing
that the status of the PHA has changed
to justify a redetermination.

§902.103 Public housing assessment of
small rural PHAs.

(a) Small rural public housing assess-
ment. The public housing program of
small rural PHAs as defined in §902.101
shall be assessed and scored based only
on the physical condition of their pub-
lic housing properties in accordance
with 24 CFR part 5, subpart G, except
that properties that meet the defini-
tion specified in §902.44(b) of physical
condition and neighborhood environ-
ment shall receive one additional point
for physical condition and neighbor-
hood environment. Such agencies shall
not be subject to PHAS except as noted
below.

(b) Triennial assessment. Public hous-
ing programs operated by small rural
PHAs will be assessed no more than
once every three years, except that a
small rural PHA shall be subject to an-
nual inspection if it is designated by
the Secretary as troubled as defined in
§902.105.
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(c) Initial public housing assessment. (1)
For PHAs subject to small PHA de-
regulation, the first assessment and in-
spections will be determined based on
the PHA’s next scheduled PHAS assess-
ment (e.g., a higher performing PHA
would receive the first inspection 3
years after the most recent PHAS as-
sessment).

(2) For PHAs not subject to small
PHA deregulation, the first inspection
is based on the PHA’s overall weighted
project physical condition indicator
score (e.g., a PHA with a physical con-
dition indicator score of 90 or greater
would receive the first inspection three
years after most recent PHAS assess-
ment).

§902.105 Troubled small rural PHAs.

(a) Definition of troubled small rural
PHA. A small rural PHA will be deter-
mined to be troubled under the public
housing program if the weighted aver-
age score of all property inspections is
below 70 percent of the total available
points, or if a small rural PHA has a
weighted average score of between 70
and 80 percent of the total available
points and has at least one property
that receives fewer than 70 percent of
the total available points.

(b) Referral to the local field office.
Upon a PHA’s designation as a troubled
performer HUD must notify the PHA
and shall refer the troubled performer
PHA to the PHA’s field office, or other
designated office(s) at HUD, for reme-
dial action, oversight, and monitoring.
The actions to be taken by HUD and
the PHA will include statutorily re-
quired actions, and such other actions
as may be determined appropriate by
HUD.

(c) Corrective Action Agreement (CAA).
Within 30 days of notification of a
PHA’s designation as a troubled per-
former, HUD will initiate activities to
negotiate and develop a CAA. A CAA is
required for a troubled performer. The
final CAA is a binding contractual
agreement between HUD and a PHA.
The scope of the CAA may vary de-
pending upon the extent of the prob-
lems present in the PHA. The term of
the CAA will not exceed one year and
is subject to renewal at the discretion
of HUD if HUD determines that the cir-
cumstances requiring the CAA still
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exist at the expiration of the term of
the CAA based on the annual assess-
ment frequency as included in §902.103.
It shall include, but not be limited to:

(1) Baseline data, which should be
data without adjustments or weighting
but may be the PHA’s score identified
as a deficiency;

(2) Performance targets for such peri-
ods specified by HUD (e.g., annual,
semiannual, quarterly, monthly),
which may be the attainment of a
higher score or the description of a
goal to be achieved; however, safety,
health, and environmental perform-
ance targets and deadlines otherwise
specified by regulation, including the
lead safety regulations at 24 CFR part
35, are not superseded by the CAA per-
formance targets;

(3) Strategies to be used by the PHA
in achieving the performance targets
within the time period of the CAA, in-
cluding the identification of the party
responsible for the completion of each
task and for reporting progress;

(4) Technical assistance to the PHA
provided or facilitated by HUD;

(56) The PHA’s commitment to take
all actions within its control to
achieve the targets;

(6) The consequences of failing to
meet the targets; and

(7) A description of the involvement
of local public and private entities, in-
cluding PHA resident leaders, in car-
rying out the agreement and rectifying
the PHA’s problems. A PHA shall have
primary responsibility for obtaining
active local public and private entity
participation, including the involve-
ment of public housing resident lead-
ers, in assisting PHA improvement ef-
forts. Local public and private entity
participation should be premised upon
the participant’s knowledge of the
PHA, ability to contribute technical
expertise with regard to the PHA’s spe-
cific problem areas, and authority to
make preliminary commitments of
support, financial or otherwise.

(d) PHA review of the CAA. The PHA
will have 10 days to review the CAA.
During this 10-day period, the PHA
shall resolve any claimed discrepancies
in the CAA with HUD and discuss any
recommended changes and target dates
for improvement to be incorporated in
the final CAA. Unless the time period
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is extended by HUD, the CAA is to be
executed 30 days following issuance of
the draft CAA.

(e) Maximum recovery period. Upon the
expiration of the one-year period that
started on the date on which the PHA
receives initial notice of a troubled
performer designation, the PHA shall
improve its performance in order to no
longer be considered troubled under the
assessment.

(f) Parties to the CAA. A CAA shall be
executed by:

(1) The PHA Board Chairperson (sup-
ported by a Board resolution), or a re-
ceiver (pursuant to a court-ordered re-
ceivership agreement, if applicable) or
other AME acting in lieu of the PHA
Board;

(2) The PHA Executive Director, or a
designated receiver (pursuant to a
court-ordered receivership agreement,
if applicable), or other AME-designated
Chief Executive Officer; and

(3) The field office.

(g) Involvement of resident leadership
in the CAA. HUD encourages the inclu-
sion of the resident leadership in the
execution of the CAA.

(h) Failure to execute CAA or make sub-
stantial improvement under CAA. If a
troubled performer PHA fails or refuses
to execute an CAA within the period
provided in paragraph (d) of this sec-
tion, or a troubled performer PHA op-
erating under an executed CAA does
not achieve a passing physical inspec-
tion score, as provided in paragraph (e)
of this section, the field office shall
refer the PHA to the Assistant Sec-
retary to determine such remedial ac-
tions, consistent with the provisions of
the ACC and other HUD regulations,
including, but not limited to, remedies
available for substantial default.

(1) Continuation of services to residents.
To the extent feasible, while a PHA is
in a troubled performer status, all serv-
ices to residents will continue uninter-
rupted.

§902.107 Withholding, denying, and re-
scinding troubled designation.

(a) Withholding designation. In excep-
tional circumstances, even though a
PHA has satisfied the requirements for
high performer or non-troubled des-
ignations, HUD may conduct any re-
view as it may determine necessary,

§902.107

and may deny or rescind incentives or
high performer designation or non-
troubled performer designation, in the
case of a PHA that:

(1) Is operating under a special agree-
ment with HUD (e.g., a civil rights
Conciliation or Voluntary Compliance
Agreement);

(2) Is involved in litigation that bears
directly upon the physical performance
of a PHA;

(3) Is operating under a court order;

(4) Demonstrates substantial evi-
dence of fraud or misconduct, including
evidence that the PHA’s certifications,
submitted in accordance with this part,
are not supported by the facts, as evi-
denced by such sources as a HUD re-
view, routine reports, an Office of In-
spector General investigation/audit, an
independent auditor’s audit, or an in-
vestigation by any appropriate legal
authority; or

(6) Demonstrates substantial non-
compliance in one or more areas of a
PHA’s required compliance with appli-
cable laws and regulations, including
areas not assessed under the small
rural assessment. Areas of substantial
noncompliance include, but are not
limited to, noncompliance with civil
rights, mnondiscrimination and fair
housing laws and regulations, or the
ACC. Substantial noncompliance casts
doubt on the capacity of a PHA to pre-
serve and protect its public housing
projects and operate them consistent
with Federal laws and regulations.

(b) High performer and standard des-
ignations. If a high performer designa-
tion is denied or rescinded, the PHA
shall be designated either a non-trou-
bled performer, or troubled performer,
depending on the nature and serious-
ness of the matter or matters consti-
tuting the basis for HUD’s action. If a
non-troubled performer designation is
denied or rescinded, the PHA shall be
designated as a troubled performer.

(c) Effect on score. The denial or re-
scission of a designation of high per-
former or non-troubled performer shall
not affect the PHA’S numerical small
rural assessment score, except where
the denial or rescission is under para-
graph (a)(4) of this section.
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§902.109 Right to petition and appeal
troubled designation.

(a) Appeal of troubled performer des-
ignation and petition for removal of trou-
bled performer designation. A PHA may
take any of the following actions:

(1) Appeal its troubled performer des-
ignation;

(2) Petition for removal of troubled
performer designation; and

(3) Appeal any refusal of a petition to
remove troubled performer designa-
tion.

(b) Appeal of small rural Assessment
score. (1) If a PHA believes that an ob-
jectively verifiable and material
error(s) exists in its small rural assess-
ment score, which, if corrected, will re-
sult in a significant change in the
PHA’s score and its designation, the
PHA may appeal its score in accord-
ance with the procedures of paragraphs
(¢c) through (e) of this section. A sig-
nificant change in a score is a change
that would cause the PHA’s score to in-
crease, resulting in a higher designa-
tion for the PHA (i.e., from troubled
performer to non-troubled performer,
or from non-troubled to high per-
former).

(2) A PHA may not appeal its score or
designation based on the subsequent
correction of deficiencies identified as
a result of a project’s physical inspec-
tion.

(c) Appeal and petition procedures. (1)
To appeal a troubled performer des-
ignation or petition for the removal of
a troubled performer designation, a
PHA must submit a request in writing
to the Deputy Assistant Secretary of
the Real Estate Assessment Center,
which must be received by HUD no
later than 30 days following the
issuance of the score to the PHA.

(2) To appeal the denial of a petition
to remove a troubled performer des-
ignation, a PHA must submit a written
request to the Deputy Assistant Sec-
retary of the Real Hstate Assessment
Center, which must be received by HUD
no later than 30 days after HUD’s deci-
sion to refuse to remove the PHA’s
troubled performer designation.

(3) An appeal of a troubled performer
designation or an appeal of the denial
of a petition for removal of a troubled
performer designation must include the
PHA’s supporting documentation and
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reasons for the appeal or petition. An
appeal of an assessment score must be
accompanied by the PHA’s evidence
that a material error occurred. An ap-
peal or petition submitted to HUD
without supporting documentation will
not be considered and will be returned
to the PHA.

(d) Denial, withholding, or rescission. A
PHA that disagrees with the basis for
denial, withholding, or rescission of its
designation under §902.66 may make a
written request for reinstatement
within 30 days of notification by HUD
of the denial or rescission of the des-
ignation to the Assistant Secretary,
and the request shall include reasons
for the reinstatement.

(e) Consideration of petitions and ap-
peals. (1) Consideration of a petition or
the appeal of a final overall assessment
score, of a troubled performer designa-
tion, or of a petition to remove trou-
bled performer designation. Upon re-
ceipt of such an appeal or a petition
from a PHA, HUD will evaluate the ap-
peal and its merits for purposes of de-
termining whether a reassessment of
the PHA is warranted. HUD will review
the PHA’s file and the evidence sub-
mitted by the PHA to determine
whether an error occurred.

(2) Consideration of an appeal of re-
fusal to remove a troubled performer
designation. Upon receipt of an appeal
of refusal to remove a troubled per-
former designation, HUD will evaluate
the appeal and its merits for the pur-
poses of determining whether a reas-
sessment of the PHA is warranted. The
HUD staff initially evaluating an ap-
peal of refusal to remove a troubled
performer designation will not be the
same HUD staff who evaluated the
PHA’s petition to remove the troubled
performer designation. The Assistant
Secretary will render the final deter-
mination of such an appeal.

(f) Notice and finality of decisions. (1) If
HUD determines that one or more ob-
jectively verifiable and material error
has occurred, HUD will undertake a
new inspection of the project, adjust
the PHA’s score, or perform another re-
examination of information, as appro-
priate in light of the nature of the
error that occurred. A new score will
be issued and an appropriate perform-
ance designation made by HUD. HUD’s
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decision on appeal of an assessment
score, issuance of a troubled performer
designation, or refusal to remove a
troubled performer designation will be
final agency action. No reconsideration
will be given by HUD of such decisions.

(2) HUD will issue a written decision
on all appeals and petitions made
under this section.

§902.111 Sanctions for troubled small
rural PHAs.

The sanctions for small rural PHAs
with troubled public housing programs
that remain troubled as required by
§902.108 will be the same as those sanc-
tions for PHASs assessed under PHAS as
described in §902.83.

§902.113 Incentives for small rural
PHAs high-performers.

(a) High performer. PHAs with a
weighted average score for all inspec-
tions of at least 90 percent of all avail-
able points will be considered high per-
formers and will be eligible for benefits
as described in  §902.113(b) and
§905.400(1) of this chapter.

(b) Incentives. High performer small
rural PHAs under the public housing
program will be eligible for the same
incentives as high performer PHAs
under PHAS as described in §902.71.

PART 903—PUBLIC HOUSING
AGENCY PLANS

Sec.

Subpart A—Deconcentration of Poverty

903.1 What is the purpose of this subpart?

903.2 With respect to admissions, what must
a PHA do to deconcentrate poverty in its
developments?

Subpart B—PHA Plans and Fair Housing
Requirements

903.3 What is the purpose of this subpart?

903.4 What are the public housing agency
plans?

903.5 When must a PHA submit the plans to
HUD?

903.6 What information must a PHA provide
in the 5-Year Plan?

903.7 What information must a PHA provide
in the Annual Plan?

903.9 May HUD request additional informa-
tion in the Annual Plan of a troubled
PHA?

§903.2

903.11 Are certain PHASs eligible to submit a
streamlined Annual Plan?

903.12 What are the streamlined Annual
Plan requirements for small PHAs?

903.13 What is a Resident Advisory Board
and what is its role in development of
the Annual Plan?

903.15 What is the relationship of the public
housing agency plans to the Consolidated
Plan and a PHA’s Fair Housing Require-
ments?

903.17 What is the process for obtaining pub-
lic comment on the plans?

903.19 When is the 5-Year Plan or Annual
Plan ready for submission to HUD?

903.21 May the PHA amend or modify a
plan?

903.23 What is the process by which HUD re-
views, approves, or disapproves an An-
nual Plan?

903.26 How does HUD ensure PHA compli-
ance with its plans?

AUTHORITY: 42 U.S.C. 1437c; 42 U.S.C. 1437c-
1; Pub. L. 110-289; 42 U.S.C. 3535d.

SOURCE: 65 FR 81222, Dec. 22, 2000, unless
otherwise noted.

Subpart A—Deconcentration of
Poverty

§903.1 What is the purpose of this sub-
part?

The purpose of this subpart is to
specify the process which a Public
Housing Agency, as part of its annual
planning process and development of
an admissions policy, must follow in
order to develop and apply a policy
that provides for deconcentration of
poverty and income mixing in certain
public housing developments.

[80 FR 42368, July 16, 2015]

§903.2 With respect to admissions,
what must a PHA do to
deconcentrate poverty in its devel-
opments?

(a) General. The PHA’s admission pol-
icy includes the PHA’s policy designed
to promote deconcentration of poverty
and income mixing in accordance with
section 16(a)(3)(B) of the 1937 Act (42
U.S.C. 1437n), which is submitted to
HUD as part of the PHA Annual Plan
process. Deconcentration of poverty
and income mixing is promoted by a
policy that provides for bringing higher
income tenants into lower income de-
velopments and lower income tenants
into higher income developments.
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