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CHAPTER 7. TARGETED | NTERVENTI ONS

7- 10BJECTIVE. The objective of this Chapter is to provide guidance to
Field Ofices on targeted interventions.

7-2 PURPOSE OF TARCETED | NTERVENTI ONS

A.HUD s use of targeted interventions. |If a PHA and |oca
| eader shi p have shown thensel ves unwilling or unable to inprove
performance, despite attenpts by HUD to address PHA probl ens
cooperatively, HUD may be left with no alternative to a targeted
intervention. Field Ofice staff should not hesitate to
recomrend such intervention when clearly justified. Exanples
i ncl ude:

1.Violation of the ACC,

2. Resistance to the nonitoring review final report or other
previously agreed upon approach. The PHA and/or |oca
| eader shi p deny the probl ens and/or inappropriately place
the bl ame on ot hers;

3.Unwillingness to work with HUD to devel op an acceptable O P,
| P or MOA

4. Repeated failure to achieve overall inprovenment goals when
the reason(s) are within the PHA's control

B. The purpose of targeted interventions is not to "punish" the PHA
but to enable inprovenent. The aimof intervention is to create
the necessary conditions for inprovenent.

C. Wiile the interventions outlined in paragraphs 7-3 through 7-7
are presented in order of increasing severity, HUD is not
required to exhaust one renedy before noving to the next. Any
one response can be selected and inpl enented, or used in
combi nation with other intervening actions, if appropriate.

7-3 CONTROL OF PHA EXPENDI TURES

A Limting or controlling PHA expenditures includes such nmeasures
as instituting in-depth budget review and/or establishing
specific limtations or conditions on expenditures that are
related to the source of the PHA's failed performance. HUD
revi ew and approval of operating budgets for
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certain PHAs is an effective nmeans of renotely nonitoring a PHA s
financial plan. Operating budget review enables HUD to take
action correct PHA nonperformance/ nonconpliance by establishing
specific limtations upon expenditures. The conditions under
which a PHA shall be required to subnmit its operating budget to



HUD for review and approval are as follows:

1. All troubled PHAs shall be subject to an in-depth budget
review by the Field Ofice;

2. Non-troubled PHAs failing one or nore of the PHMAP financia
indicators may also be required to submt operating budgets
to the Field Ofice for review and approval

3.Section 14 addresses those circunstances under which a
substantial breach of the ACC related to operating
expenditures can be determ ned to have occurred.

B.Imposition of Budgetary Limtations. The inposition of budgetary
l[imtations will be warranted if a PHA is unable or unwilling to
use its financial resources to solve its problens.

1.1n conjunction with HUD budget approval, HUD nay inpose
explicit conditions or limtations related to nonconpli ance;
and/ or

2.HUD may al so inplenent followup action to assure that
viol ations of the budgetary limtation will come to the
pronpt attention of HUD. This could involve specia
reporting requirements or on-site visits.

C. Establ i shing procurenent threshol ds above which certain PHA
noder ni zati on procurenent docunments nust have prior HUD approval
Section 14 of the ACC addresses other defaults or breaches and
other renmedies. The Field Ofice may determ ne the need to
i npose procurenent thresholds under the Cl AP or CGP
Procurenents covered include: (1) architectural and engi neering
(A&E) and ot her professional services contracts; (2) construction
solicitation; and (3) contract nodifications.

D. Wt hhol ding or conditioning discretionary funding; e.g., ClAP,
MROP, devel opnent, resident initiatives grants, etc. The above
interventions are interimsanctioning actions to denonstrate the
seriousness of HUD s intentions, allow further assessnent of the
PHA' s managenent capability, and prevent m suse of funds. The
Depart ment has found that w thhol ding discretionary funding
rarely produces inproved perfornmance and invariably
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damages housing authority residents. This sanction may,
therefore, only be exercised by the Assistant Secretary, and
Field Ofice staff nmust be prepared to provide substantia
docunentation to justify such a recommendation. Liniting or
controlling funds (e.g., by requiring alternative managenent) may
provi de sufficient incentive for inmprovenent. |In fact, these
nmeasures can even beconme a vehicle for technical assistance and
for protecting PHA managenent from unwanted political pressures.
A positive reception should pronpt the Field Ofice to try the
actions outlined in paragraph 6-3B, "Carrying out cooperative



probl em solving." However, if these actions do not inspire a
renewed interest in cooperative problemsolving they shall not be
sustained indefinitely. Rather, HUD shall follow wi th stronger
actions designed to renove undesirabl e managenent and institute
nore direct HUD control over the PHA

E.Issuing a notice of deficiency or corrective action order for
CGP. Refer to the CGP Handbook 7485.3, Chapter 13.

7-4 REMOVAL OF PHA PERSONNEL.

A. Renpvi ng specific PHA personnel is appropriate only when PHA
performance probl ens can be traced to certain individual (s), such
as the Executive Director, other top managenent staff, or nenbers
of the Board of Conmissioners. Under no circunstances shall this
action be pursued w thout prior consultation with the Assistant
Secretary for Public and Indian Housing Attention: Director
O fice of Assisted Housing.

B.Field Ofice options. Field Ofice options include:

1. Wrking with the PHA Executive Director, Board of
Conmi ssioners, or local appointing authorities to facilitate
the PHA s repl acement of personnel

2.Seeking Limted Denial of Participation (LDP). This
admini strative sanction is authorized in 24 CFR 24.700 and
i nvol ves denial or conditioning, participation on a
tenmporary basis. The Field Office Public Housing Director
is authorized to order an LDP for any participant or
contractor and its affiliate except HUD FHA approved
nortgagees. In each case, even if the offense or violation
is crimnal or fraudulent the decision to order an LDP shal
be discretionary and in the best interests of the
CGovernment. 24 CFR 24.700 addresses the LDP, in part, as
outlined bel ow.
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a. An LDP shall be based upon adequate evi dence of any of
the foll owi ng causes:

(1) M smanagenent coul d be a debarrabl e offense. The
sanctions of suspension or an LDP could al so be
used, as appropriate. As an exanple, a PHA that
repeatedly fails to take adequate action to
resolve findings fromreviews, audits, and surveys
represents a clear case of m smanagenent;

(2)Irregularities in a participant's or contractor's
past performance in a HUD program

(3)Failure of a participant or contractor to maintain
prerequisites of eligibility to participate in a
HUD pr ogram



(4)Failure to honor contractual obligations or to
proceed in accordance with contract specifications
or HUD regul ati ons;

(5)Failure to satisfy, upon conpletion, the
requi renents of an assistance agreenent or
contract;

(6)Deficiencies in on-going construction projects;

(7)Fal sely certifying in connection with any HUD
program whether or not the certification was nade
directly to HUD

(8) Commi ssion of an offense listed in 24 CFR 24. 305;

(9)Violation of any |aw, regulation or procedure
relating to the application for financia
assi stance, insurance or guarantee, or to the
performance of obligations incurred pursuant to a
grant of financial assistance or a conditional or
final conmitment to insure or guarantee

(10) Making or procuring to be nade any fal se statenent
for the purpose of influencing in any way the
action of the Departnent;

(11) Inposition of a LDP by any other HUD Field Ofice;

(12) Debarnent or suspension by any other Federa
agency for any cause substantially the sane as
provided in 24 CFR 24.305; or
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(13) Indictrment or Information (prosecutor’'s |ega
docunent chargi ng soneone with a crine) shal
constitute adequate evidence for the purpose of
LDP acti ons.

b. An LDP extends to both direct and indirect
participation in the program under which the cause
arose, except that where it is based on an indictnent,
convi ction, suspension or debarnent by anot her agency,
it need not be based on of fenses against HUD and it may
apply to all prograns.

c.Such participation includes receipt of any direct or
indirect benefit or financial assistance through grant
or contractual arrangenents; direct or indirect benefit
or assistance in the formof |oan guarantees or
i nsurance; and award of procurenment contracts,
notwi t hst andi ng any quid pro quo given or whether the
Departnment gives anything in return. The sanction may



be inposed for a period not to exceed 12 nonths and is
effective only within the geographic jurisdiction of
the office inmposing it. The term"programt may, in the
di scretion of the authorized official, include any or
all of the functions within the jurisdiction of the
Assi stant Secretary for Public and Indi an Housi ng.

(1) This sanction shall be effective i mediately upon
i ssuance, and shall remain effective up to 12
nonths thereafter. |If the cause for the LDP is
resol ved before the expiration of the 12-nonth
period, the official who inposed the sanction may
termnate it. The inposition of a LDP shall not
affect the right of the Departnent to suspend or
debar any person under this part.

(2)An affiliate or organizational elenent nmay be
included in a LDP solely on the basis of its
affiliation, and regardless of its know edge of or
participation in the acts providing cause for the
sanction. The burden of proving that a particul ar
affiliate or organizational elenent is currently
responsi bl e and not controlled by the primary
sanctioned party (or by an entity that itself is
controlled by the primary sanctioned party) is on
the affiliate or organi zational el enent.

d. An LDP shall be initiated by advising a participant or
contractor, and any specifically naned affiliate, by

mail, return receipt requested:
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(1) That the sanction is effective as of the date of
the noti ce;

(2)O the reasons for the sanction in terns
sufficient to put the participant or contractor on
noti ce of the conduct or transaction(s) upon which
it is based;

(3)O the cause(s) relied upon under 24 CFR 24.605
for inposing the sanction;

(4)OF the right to request in witing within 30
cal endar days of receipt of the notice, a
conference on the sanction, and the right to have
such conference held within 10 busi ness days of
recei pt of the request;

(5)O the potential effect of the sanction and the
i mpact on the participant's or contractor's
participation in Departnental progranms, specifying
the program(s) involved and the geographi cal area
af fected by the action; and



(6)After 30 cal endar days, the official inposing the
LDP shall notify the Participation and Conpliance
O ficer for Housing Programs that no conference
has been requested. |If a conference is requested
within the 30-day period, no notice shall be given
unl ess a decision to affirmall or a portion of
the remaining period of exclusion is issued. The
Participati on and Conpliance Oficer shall be
responsi ble for notifying all HUD Field Ofices of
sanctions i nposed.

e. Upon recei pt of a request for conference, the officia
i mposi ng the sanction shall arrange such a conference
with the participant or contractor and may designate
another official to conduct the conference. The
participant shall be given the opportunity to be heard
wi thin 10 busi ness days of receipt of the request.
Thi s conference precedes, and is in addition to, the
formal hearing provided if an appeal is taken under 24
CFR 24.613. Although the formal rules of procedure
contained in 24 CFR 24 do not apply to the conference,
the participant or contractor may be represented by
counsel and may present all relevant information and
materials to the official, or designee. After
consi deration of the information and material s

presented, the official shall, in witing, advise the
participant or contractor of the decision to wthdraw,
nodify or affirmthe LDP. |If the decision is to affirm
all or a portion of the remaining period of exclusion,

t he
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participant shall be advised of the right to request a
formal hearing in witing within 30 cal endar days of
recei pt or notice of the decision. This decision shal
be issued promptly, but in no event later than 20
cal endar days after the conference and receipt of
mat eri al s.

f.Where the decisionis to affirmall or a
portion of the remaining period of exclusion, any participant desiring
an appeal shall file a witten request for a hearing
wi th Headquarters, Attention: Debarnment Docket d erk.

This request shall be filed within 30 cal endar days of
recei pt of the decision to affirm |If a hearing is
requested, it shall be held in accordance with the
procedures set forth at 24 CFR 24.311.

3. Suspensi on and debarnent are available as adnministrative
sanctions pursuant to regulations at 24 CFR 24.
Suspensi ons involve a disqualification fromparticipation in
HUD prograns for a tenporary period because of adequate
credi bl e evidence of crimnal, fraudulent or seriously



i mproper conduct. Debarnment neans exclusion from
participation in HUD prograns for a specified period as a
result of crimnal offenses or other violations. Specific
causes and conditions applicable to these sanctions are
found in 24 CFR 24. They could be applicable to the PHA
itself as a Federal contractor or participant, but nost
often they probably woul d be applied to a specific enpl oyee
or enpl oyees of a PHA or to individuals or firms doing
business with the PHA, such as contractors, attorneys and
consultants. Al actions related to suspension or debarnent
nmust be initiated by the Assistant Secretary for Public and
I ndi an Housi ng and may be taken on the basis of an

i nvestigation by the Ofice of the Inspector General or
referral fromprogramstaff. The party involved is entitled
to an administrative hearing by HUD and specific procedura
requirenents as set forth in the pertinent regulation nust
be observed. Principals and their affiliates who are
suspended or debarred by an Assistant Secretary of HUD are
excluded fromfurther direct or indirect participation in
all HUD progranms nation-w de for a period of years and their
nanes appear in the Lists of Parties Excluded from Federa
Procurenment or Nonprocurenment Prograns.

4.1 ndividual s facing LDP, suspension, or debarnent have the
right to an adninistrative hearing, at which HUD s notion
may be denied. Therefore, it is critical that Field Ofices
do everything possible to build a strong case, specifically:
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a. Supply specific, conplete, and well-docunent ed
evi dence of poor performance and of HUD efforts to initiate
i mprovenent and provide fair warning of the inpending
action. Several nonths of witten indications of
specific performance viol ations and conmuni cations wth
the PHA about these violations are essential evidence.
Thus, as noted previously, it is critically inportant
that the Field Ofice docunent and justify all review
findings and clearly informthe PHA of the results of
all reviews.

b.Ensure that Field Ofice staff are briefed about the
reasons for the action so that HUD testinony is
consi stent.

c.Caution Field Ofice staff against using pejorative or
personal | anguage about the PHA, since such | anguage
can encourage the judge to interpret the case as HUD s
"personal vendetta."

d. Repl aci ng specific PHA personnel through LDP
suspensi on, or debarment can provide the necessary
i npetus for change. If so, the Field Ofice should
carry out those action outlined in paragraph 6-3B
"Carrying out cooperative problemsolving." However,



if these nmeasures do not generate renewed interest in
cooperative problem solving, they should be foll owed by
stronger actions designed to institute nore direct HUD
control over the PHA

7-5 ALTERNATI VE MANAGEMENT.

A lnstituting alternative managenent arrangenents for a PHA s
i ndi vi dual devel opnents and/or functions provides HUID with a
targeted nmeans for bringing a PHA to an acceptable | evel of
performance. This option is appropriate when HUD has identified
persi stent managenent weaknesses in specific areas of a PHA' s
operations; e.g., individual devel opments/all devel opnents or
particul ar functions such as the noderni zation function, and
ot her actions/sanctions enployed by the Field Ofice have been
ineffective. It allows HUD to supplenment or replace current PHA
managenent in these areas, w thout having to assune direct
control of the PHA's entire operation

B. Section 502 of the National Affordable Housing Act (NAHA), as
amended by the Housing and Conmunity Devel opnent Act of 1992
provides HUD with the ability to take renedi al action against a
PHA once a determ nation has been nmade that a substantial default
has occurred.
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1. Possible alternati ve managenent entities normally include
private nmanagenent conpani es, other PHAs, and resident
managenent corporations (RMCs).

2. Wthhol di ng or conditioning discretionary HUD fundi ng can be
an effective incentive for achieving alternative nanagenent.

3.lnstituting an alternative managenent arrangenent for
speci fic PHA devel opments or functions can provide the
necessary inpetus for inproved performance. |If so, the
Field Ofice should pursue those actions outlined in
par agraph 6-3B, "Carrying out cooperative problemsolving,"
working closely with alternative managenent entities, as
wel |l as PHA and | ocal |eadership to bring all units and
functions to an acceptabl e | evel of performance.

4.1f PHA and | ocal |eadership resist these neasures and the
PHA continues to performpoorly in those functions and
devel opments that remain under its control, these actions
shoul d be followed by stronger actions, as deened
appropri ate.

7-6 DECLARATI ON OF SUBSTANTI AL BREACH

A. The decl aration of substantial default or breach of contract is a
drastic measure and should only be considered when: (1) PHA
performance probl ens are severe, pervasive, and systenic; (2) the
PHA and/or the locality consistently and vigorously resists



problemsolving efforts; and (3) other renedi es have been
exhausted or determ ned i nappropriate because of the urgent need
to take i mredi ate action

B. Based upon a Headquarters' finding of Substantial Default or
Substantial Breach of the ACC by a PHA, sanctions may be inposed;
i.e., freezing the PHA's bank accounts and funds, seeking court
appoi ntnent of a receiver, taking over control of PHA nanagenent
(putting private managenent in place, etc.), seeking a court
i njunction or action for specific performance, etc.

1.A plan for alternative managenent of the PHA should be
devel oped. The affect of this action is to place the PHA
under HUD s nanagenent control. Wen considering this
option, it is critical that Field Ofice staff develop a
concrete and specific plan for both transitional and
| ong-term managenent of the PHA in advance of the actua
decl aration. The purpose of a transition plan is to ensure
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snoot h PHA operations between the time of takeover and the
institution of final nanagement arrangenents. Options
i ncl ude:

a. Retai ning current PHA managenent, but exercising
strict control through such mechani sms as freezing bank
accounts and funds;

b. Procuring short-term"crisis nanagenent" services from
ot her managenent entities that have been pre-approved
by Headquarters for this purpose. On an interim basis,
these entities can take over nmnagenent of the entire
PHA, individual devel opnents, and/or specific
functions; e.g., nodernization, procurenent, personne
adm ni stration.

2. The purpose of a long-termplan is to facilitate the
installation of conpetent, permanent nmanagenent at the PHA
Options include:

a. Persuading |l ocal |eadership to install a new top
managenent team and Board of Conmi ssioners acceptabl e
to HUD,

b. Procuring an alternative managenent entity to operate
the entire PHA operation. Possible entities include
private managenent firms, other PHAs, non-profit
organi zations, and resident organi zations; or

c.Procuring alternative managenent entities to operate
sel ected devel opnents and/or functions. Possible
entities include other PHAs, non-profit organizations
and private nanagenent conpani es.



3.As with an LDP, suspension, and debarnent, the PHA has the
right to contest HUD s action. Therefore, it is critica
that the Field Ofice anticipating such an action build a
credi bl e case and carry out the procedure in a professiona
manner. Key ingredients for successful prosecution of
substantial default or breach include:

a. Specific, conplete, and well-docunented evi dence
of the PHA's poor performance and of HUD efforts to initiate
i nprovenent and provide fair warning of the inpending
action. At |least several nonths of witten indications
of specific performance viol ati ons and conmuni cati ons
with the PHA about these violations are essential.
Thus, as noted previously, it is critically inportant
that the Field Ofice docunent and justify all review
findings and clearly informthe PHA of the results of
all reviews;
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b. Ensuring that Field Ofice staff are briefed about the
reasons for the action; and

c.Cautioning Field Ofice staff against using pejorative
or personal |anguage about the PHA

4. Once a new managenent team has been installed, the Field
Ofice should foll ow those steps outlined in paragraph 6-3,
"Seeki ng and Carrying Qut Cooperative Problem Sol ving."
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