DEPARTMENT OF HOUSI NG AND URBAN DEVELOPNMENT
24 CFR PART 901

[ Docket No. FR-3447-F-03]
RIN.  2577- AA89

Publ i ¢ Housi ng Managenment Assessnent Program

AGENCY: O fice of the Assistant Secretary for Public and Indi an Housi ng, HUD.
ACTION: Interimrule.

SUMVARY: This interimrule inplenents the proposed revision, published on May
6, 1996, of the Public Housi ng Managenment Assessnent Program (PHVAP) at 24 CFR
part 901. PHWVAP applies to public housing agencies (PHAs) and resident
managemnent corporations (RMCs), and any other entities under contract to
manage public housing, but does not apply to Indian housing authorities, nor
to the Fam |y Sel f-Sufficiency Program authorized under section 23. PHVAP
provi des policies and procedures to identify PHA nanagenent capabilities and
deficiencies, and assists HUD State/ Area O fices in accountability nonitoring
and ri sk nmanagenent.

DATES: Effective Date: [Insert date 30 days after date of publication.].
Assessnments using the requirenents of this rule will begin with PHAs whose
fiscal years end on March 31, 1997, the final date of the quarter after this
rule is published in the FEDERAL REGQ STER.

FOR FURTHER | NFORVATI ON CONTACT: MaryAnn Russ, Deputy Assistant Secretary for
Public and Assisted Housi ng Operations, Ofice of Public and Indian Housi ng,
Department of Housing and Urban Devel opnent, 451 Seventh Street, S. W,

Washi ngton, D.C. 20410, tel ephone (202) 708-1380. A tel ecomunications device
for hearing or speech inpaired persons (TTY) is available at (202) 708-0850.
(These are not toll-free tel ephone nunbers.)

SUPPLEMENTARY | NFORMATI ON:

On May 6, 1996, HUD published a proposed rule (61 FR 20358) to revise
the entire PHVAP at 24 CFR part 901. Eighty-seven conments were received on
the proposed rule. The public comrents on the proposed rule and the resulting
changes in this rule are discussed below in section Il of this preanble.

I. H ghlights of Changes Fromthe Proposed Rul e




A nunber of changes, nore fully discussed in section Il of this
preanbl e, bel ow, have been nmade to the proposed rule by this interimrule,
i ncluding the foll ow ng:

e The definition for "vacancy days: is nodified to specify that it
pertains to "dwelling"” units.

» The definitions and net hodol ogi es for both the Perfornmance Fundi ng
System (PFS) and PHVAP shoul d be the sanme as |long as feasible, and the
| anguage of the new rule reflects that.

« Definitions of the terns "effective | ease date,"” "mai ntenance plan,"
and "nove-out date" are added.

e The definition of "average turnaround tine" is changed to read,
"...the annual average of the total nunber of turnaround days between the
latter of the legal expiration date of the innmedi ate past |ease or the actua
nove-out date of the former tenant (whenever that occurred, including in sone
previous fiscal year) and the date a new | ease takes effect.”

e The threshold for progress in reducing the vacancy rate that applies
to a C grade has been changed from 30%to 15 percentage points.

e The term "Reduced Actual Vacancy Rate in Previous 3 Years" is
clarified to include the fiscal year being assessed under PHVAP in the 3-year
peri od.

e Dwelling units used for non-dwelling purposes with HUD approval,
enpl oyee occupi ed units, and vacant units approved for denolition or
di sposition are not included as available units in the determ nation of
occupancy/ vacancy rates

» For purposes of indicator #2, Mdernization, a mnimumtine is
speci fied between the date HUD s nonitoring report or audit is provided to the
PHA and the end of the PHA's fiscal year in order to give the PHA sufficient
time to correct all findings. The Departnment has revised conponents #3 and #4
to reflect a mnimumtinme of 75 cal endar days.

« The Departnment agrees that emergency CGP work does not require prior

HUD approval and has revi sed conponent #5 of indicator #2, Mdernization, to



specifically exclude energency worKk.

« The Departnment has added specific |anguage to indicator #4, Wrk
Orders, stating that all preventive maintenance work orders are to be tracked,
as well as which type of work orders are exenpted fromthe cal culation of this
i ndi cator.

» The new resident services and community building indicator is now
subdi vided into four equally weighted conponents, and the indicator or the
i ndi vi dual conponents are subject to exclusion based on the particul ar
circunst ances of each PHA. The nane of this indicator has been renaned
"Resi dent Services and Conmunity Building" to place a nore accurate enphasis
upon the specific role of PHAs for these functions. PHA's with 100% el derly
devel opnents will not be assessed under this indicator. To avoid penalizing
small PHAs with active prograns, PHAs with fewer than 250 units or with 100%
el derly devel opnents may request to be assessed under the indicator at the
time of PHVAP certification subm ssion

* The Resident Services and Community Buil di ng indicator has been
revised in order to assess PHAs for the functions they performin operating
resi dent services prograns and for resident nanagenent or TOP perfornmance only
when the PHA is the contract adm nistrator for the program

e The rule has been changed to state that indicator #8, Security, does
not apply to PHAs with fewer than 250 units under managenent unless the PHA
requests to be assessed under the indicator at the tinme of the PHVAP
certification subm ssion.

e Section 901.105(d)(3)(iv) has been clarified in the newrule to state
that a PHA's score for indicators #1, #4 and/or #5, after any adjustnent(s)
for physical condition and/or nei ghborhood environnent, may not exceed the
maxi mum potenti al wei ghted points assigned to the respective indicator(s).

e Section 901.115(e) of the proposed rule read, "PHAs with nore than
100 units that achieve a total weighted score of |ess than 60% on indicator
(2), nodernization, shall be designated as nod-troubled.” The Depart nment

agrees that these "small" PHAs shoul d al so be assessed on their nodernization



program and has anended this section accordingly.

e The posting of PHA PHVAP scores is now required at all offices,
rather than in all devel opnments.

e The rule nakes clear that PHAs are only required to post and report
out final PHVAP scores and do not have to post and report any score that is
appealed in a tinely basis and is under consideration by HUD

e The rule now specifically permts an appeal froma State/Area Ofice
rejection of a claimfor additional scoring adjustnment that is based on the
physi cal condition or nei ghborhood environnment of housi ng devel opnents.

e |In sections 901.220(b) and 901. 225, the Departnment has changed the
percentage in the newrule to require that 20% of the residents at a PHA in
substantial default indicate to HUD their interest in participating in the
conpetitive proposal process.

« The period has been extended to a 60, rather than 45, day subm ssion
period for certifications to be submitted following the end of a PHA's fisca

year .

Il. Discussion of Public Comments

CGeneral Conments

COMMENT: One comment stated that PHAs should be nonitored, but the PHVAP
gradi ng systemis not the answer.

RESPONSE: Congress passed the amendnents to the 1937 Act that authorize
PHVAP, and it is the clear intent and purpose of Congress to require HUD to
assess PHA managenent performance. The authorizing statute provides specific
statutory indicators, and permts, as HUD deens appropriate, up to five
addi ti onal ones to be used for this purpose.

COWENT: Twenty-four comments stated that a truer assessnent can be
acconpl i shed now than before; overall, the proposed rule is positive;
generally pleased with the proposed revisions that elimnate the snapshot

i ndi cators; and the proposed rule is a vast inprovenent over the current PHVAP

certification. Many of the comenters conmended HUD s effort to streanline



the certification process by reducing the nunber of indicators from12 to

ei ght and by providing standard definitions for critical terms. The first six
i ndi cators are neasures of essential property managenent and a marked

i nprovenent over the current system

RESPONSE: The coments are noted by the Departnent.

COWMENT: Five conments felt that there should be a transition period to allow
adequate time to change conmputer progranms. There should be at |east one year
to sanple the new indicators to see how changes are going to affect individua
PHAs. Any revision of the PHVAP shoul d be made effective beginning with the
next fiscal year after the new rul e has been published. Two comrents felt
that if Congress has noved the authorization process forward, PHA' s shoul d
have an "option year"” inplenentation where a PHA has a choice to use either
the current PHVAP or the new PHVAP. [If the authorization process is stalled

t he Departnment should not inplenment the new rule.

RESPONSE: Most of the data elenents required to determ ne the grade or score
for the new indicators are already being maintained by PHAs for reporting
requirenents for the current PHVAP rule or for other prograns. Because of
that, a long transition period is not needed. Therefore, assessnent under
this rule will begin with PHAsS whose fiscal year ends the quarter after the
publication of this rule (PHAs whose fiscal year ends in the quarter

i mediately followi ng publication of this revised rule will be assessed under
the "old" PHVAP rule). This transition period will permt PHAs to organize
their data in order to respond to the new requirenents. During the first year
of inplenmentation of the new rule, the Department will consider nodification
and excl usi on requests based on special circunstances arising fromthe initial
i npl enent ati on process. A choice of which set of criteria to use (have PHAs
choose under which PHVAP rule, old or new, to be assessed) is not feasible
because all PHA' s nust be assessed using the sane indicators for the sanme
period of tinme (i.e., the sane cal endar year) in order for the scoring to be
conparable and fair. HUDis noving forward with this rule because the

i npl enentati on of the new PHVAP i s not dependant upon Congressi ona
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aut horization. The newrule is published as an interimrule to indicate HUD s
intention to continue to refine and i nprove PHVAP

COWENT: Three comments requested the Department not to establish a system
which requires PHAs to retroactively retrieve information. The comenters
stated that in areas where "inprovenent over the last three years" is
considered to calculate the grade, the informati on needed is not readily
available to the PHAs in the new format required by the proposed rule. A
transition process should be addressed in the newrule to deal with this.
RESPONSE: The PHVAP new rul e does not require a PHA to retroactively retrieve
i nformati on unl ess the PHA chooses to certify to the percentage of inprovenent
within the prior three year period as permitted by sonme of the indicators.

Si nce whether to make such a certification is the decision of each PHA, a PHA
should factor in the additional time to retrieve the necessary information. A
transitional period for this reason is deened to be unnecessary.

COMMENT: Three comments felt that with fewer indicators, it will be nore
difficult for small PHAs to achi eve high performer status; a | ow score on one
indicator will have a much greater inpact on the total score.

RESPONSE: The reinvention and stream ining of the PHVAP process seeks to
focus on the nost significant managenent aspects of PHA managenent and reduce
t he burden of the PHVAP process while still producing a valid and reliable
assessnent. However, the use of fewer indicators does not result in a

di sproportionate inmpact fromany one indicator. The use of nodification and
excl usion requests allows PHAs the opportunity to justify why they should not
be penalized by a performance that does not exactly neet the requirenents of
an indicator. Even if additional, though |less significant, indicators were
used in PHVAP, the weighting of indicators according to their significance
woul d reduce their individual inpact on the score despite the additiona
assessnent burden that would result.

COWMENT: One comment stated that HUD has attenpted to add conpliance with
specific directives to a programthat is supposed to rate perfornmance, and

that including themin PHVAP waters down the focus and the results of the
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program HUD shoul d renove all non-essential conmponents (Section 3 program at
24 CFR part 135, energy/utility managenent, etc.).

RESPONSE: HUD has attenpted to limt PHVAP to exam ning essential aspects of
PHA managenent. O these, some that deal with conpliance issues, such as the
energy indicator, are essential because they are statutory. In other

i ndi cators, such as Resident Initiatives, which exam nes, anong ot her

subj ects, inplementation of Section 3 prograns, the degree of successfu

i npl enentation is regarded as a valid nmeasure of a PHA's efforts to encourage
partnerships with residents and the |ocal conmunity that help inprove
managenent operations at the PHA. However, conpliance-rel ated nmeasures have
been kept at a mnimumin this rule.

COWENT: One comment felt that the State/ Area Ofices should be given the
flexibility to correct shortconmngs in the systemwhich could not have been
foreseen in advance.

RESPONSE: This rule does provide a high degree of the requested flexibility
to State/ Area Ofices. The State/Area Ofices assess each PHA within their
jurisdiction on an annual basis, and make deterninations for high-performng
standard, and troubled PHAs, and troubled PHAs with respect to the program
under section 14 (nod-troubled) in accordance with a PHA' s PHVAP wei ght ed
score. On-site confirmatory reviews may be conducted by the State/Area
Ofices, which may result in corrections to a PHAs total weighted score, if
appropriate. In addition, State/Area Ofices nake determ nations for

excl usion and nodification requests, perhaps the greatest area of flexibility
inthe PHVAP rule. At the same tinme, HUD must ensure that PHVAP is a truly
nati onwi de assessnent mnet hodol ogy and that conparabl e performance by PHAs in
different State/Area Ofices is rated without regard to the |ocation

COWMENT: One comment stated that the comenter has worked very hard to

achi eve high performer status, but cannot achieve it, under the proposed PHVAP
ratings. Surely, a rating schene can be fornulated that would be equally fair
to all PHAs, taking into consideration the huge differences between small and

| arge PHAs, big city and rural PHAs, and the necessity for each to be operated



differently.

RESPONSE: As indicated in the preanble of the proposed rule, the Departnents
of Veterans Affairs and Housing and Urban Devel opnent, and | ndependent
Agenci es Appropriations Act, 1992 (92 App. Act) (approved Cctober 28, 1991
Pub. L. 102-139) provided that the evaluation of PHAs nust be adm ni stered
flexibly to ensure that they are not penalized for circunstances beyond their
control; and that the weights assigned to indicators nust reflect the

di fferences in managenent difficulty that result from physical condition and
nei ghbor hood environnent. HUD inplenents this nandate, which also reflects

t he concerns expressed in the conment, by permitting PHAS to submt

nodi fication and excl usion requests, by limting the applicability of certain
i ndicators by PHA size, and by assigning additional adjustments to a PHA s
PHVAP score based upon physical condition and nei ghborhood environment.
COMMENT:  Two comments stated that PHVAP scores for PHAs and RMCs shoul d be
assessed and scored separately. The purpose of the RMC is to nanage and

mai ntai n public housing units independent of the PHA. The RMC is an

i ndependent body that neither answers to, nor is required to follow the advice
of the PHA. Resident groups are being given an enornous anount of
responsibility, wthout the correspondi ng accountability which puts the PHA in
an unfair and untenable position. To relieve the RMC of the necessity of
bei ng accountabl e creates a situation of "snmoke and mirrors.”™ Don't |et

resi dent managenent be an illusion; nake it real. |If the RMC has been deened
eligible and able to nmanage, it should al so be deened eligible to handle the
correspondi ng success or failure. Do not combine RMC and PHA PHVAP scores.
RESPONSE: As discussed in the preanble to the proposed rule, because an RMC
enters into a contract with a PHA to perform specific managenment functions on
a devel opnent - by- devel opnent basis, and because the scope of the managenent
that is undertaken varies, not every indicator that applies to a PHA woul d be
applicable to each RMC. Even if an RMC were to assume all of the managenent
functions for a particul ar devel opment, 24 CFR 964.225(d), entitled,

Managenment contract, and 24 CFR 964.225(h), entitled, Prohibited activities,




provide that a PHA may enter into a nmanagenment contract with a resident
managemnent corporation, but a PHA may not contract for assunption by the
resi dent managenent corporation of the PHA's underlying responsibilities to
t he Departnment under the ACC. In addition, 24 CFR 964.225(k) requires a PHA
to review, not |less than annually, an RMC s perfornmance to ensure that it
conplies with all applicable requirenments and neets agreed-upon standards of
performance. The ultimate responsibility for the managenent of all of its
devel opnents resides with the PHA, whether it contracts out managenent or
other services to an RMC or any other contractor

COWMENT: Two comments stated that the sanpl e worksheet for indicator #6 and
the PHVAP certification formare not exactly user friendly. One comenter
suggested that HUD redesign these two fornms so that they can be readily
under st ood and conmputer formatted for those PHAs that have such capability.
The other commenter stated that the new rule should include a standard
guestionnaire formfor PHA use.

RESPONSE: The wor ksheet and certification form have been redesi gned, as
applicable, to make them nore user friendly. HUD wel conmes additi onal
specific recomendations to i nprove these docunents further

COWENT: One comment felt that PHVAP should be ainmed toward identifying a
quality and reliable service delivery. Progress of devel opnent conditions,
resident involvenment in the solution of comunity affairs, as well as

i ndependent achi evenents by the residents should be evidence of growth and
shoul d be rewarded with high scores and additional benefits.

RESPONSE: Even with the reduction and stream ining of PHVAP to nmeasure only
the essential aspects of PHA nmanagenent, as discussed in previous responses,
the significance of resident involvenent and achi evenent are recogni zed in
this rule by maintaining resident involvenment as a separate indicator
However, this is only one factor in a programthat attenpts to assess all of
the significant areas of PHA managenent and a PHA nust performwell in each
area to receive a high score and additional benefits.

COWMENT: One comment nmaintained that the results in the quality of work and
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devel opnent conditions should be evaluated in connection with avail able
resources versus market cost in the jurisdictions.

RESPONSE: The current PHVAP regul ati on contains substantial provisions to
ensure that PHAs are not penalized for conditions beyond their control: (1) a
PHA may request a nodification of any indicator and/or conponent to conpensate
for conditions beyond its control; (2) a PHA may request the exclusion of an

i ndi cator and/or conponent for the same reason; (3) w thout requesting a

nmodi fication, the current and new PHVAP regul ati ons both allow PHAs to nodify
the scoring calculations for certain indicators by exenpting certain units;
and (4) there is a two-stage appeal process available if the PHA fails to find
relief under items one, two and three, above. As discussed previously,

excl usion and nodification requests are processed by the | ocal State/Area

O fice, which would have the greatest awareness of the resources and narket
conditions affecting a PHA. These procedures provide the appropriate

mechani smto address special circunstances, such as area narket costs,
affecting a PHA' s performance.

COWMENT:  Two comments were concerned with revisions that would require the
col l ection and managenent of new data when that data is needed solely for
PHVAP and is not normally utilized in the managenent of housing. Such changes
to the data collection and processing systemare not easily acconpli shed.
RESPONSE: The Departnent's experience in inplenmenting PHVAP so far has
resulted in sonme refinenent in the data necessary to assess managenent
performance. The goal of this rule is to provide a nore valid assessnent
process and HUD believes the data requested will produce this result. HUD
will continue to evaluate the appropriateness and useful ness of the
information it gathers in its inplenmentation of this rule, and will nake

adj ust ments as warr ant ed.

COWENT: Three comments stated that the proposed rul e should be del ayed until
Congress has conpl eted acti on concerni ng the managenent assessnent criteria of
PHAs. Bills in the Senate and the House have provisions that woul d affect

PHVAP. The Senate bill would add two indicators and the House bill woul d
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create an accreditation process for PHAs. It is not clear how these
provi sions may be reconciled. |If the final bill contains significant changes,
HUD shoul d i ncorporate theminto a new proposed rule re-issued for coment.
RESPONSE: HUD believes that this rule, incorporating nearly five years of
experi ence and feedback on the rule first inplemented in January 1992,
represents an inprovenent over the existing process. The Department will
fully inmplenent any statutory anmendnents to PHVAP when they are made, but is
al so continuing to go forward with this rule to avoid delay in inplenmenting an
i mproved process.
COWMENT: One comment stated that a PHA's ability to maintain its units will
decline due to the budget cuts to all PHAs, thus affecting the PHVAP scores.
Wth no funds for repairs, nmore units will fail HQS. How are PHAs suppose to
i nprove and mai ntain housing units when funds are reduced, and PHAs are deni ed
noder ni zati on funds?
RESPONSE: HUD recogni zes that PHAs have not been fully funded. In FY 1996
for example, PHAs received only 89% of their funding eligibility under the
Per f ormance Fundi ng System (PFS). To the extent that a PHA can denonstrate
its managenent performance has been adversely affected by funding shortfalls,
it should do so in an exclusion/nodification request. PHAs are expected and
encouraged to do their best, but they cannot be expected to do the inpossible.
In addition, alternative nmeasures have been inplenmented such as mninumrents
and the new focus on m xed-i ncome housing, which provide PHAs wi th possible
alternative income sources.
COWMENT: One comment stated that a system designed to neasure perfornmance of
PHAs nationally must be flexible and acconmodate | ocal differences. PHVAP
shoul d gi ve consideration to the conditions and | evel of difficulty involved
in owning and operating public housing in poverty inpacted and di stressed
urban areas.
RESPONSE: PHMVAP is required by statute to take into account the physica
condition of a PHA's devel opnents and their nei ghborhood environnent in

assessi ng managenent. In the previous rule, PHVAP scores coul d be adjusted,
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based upon physical condition and nei ghborhood, by up to 10 points to raise a
designation to the next status level. In this rule, the overall PHVAP score
of a PHA will be adjusted by addi ng wei ghted points that reflect the
differences in the difficulty of nmanagi ng devel opnents that result fromthe
physi cal condition and/or the nei ghborhood environment of a PHA's

devel opnent s.

COMMENT:  Two comments felt that two indicators, Resident Services and
Security, are troubling and di splay a tendency toward neddling and

m cromanagenent. HUD has been trying to retreat fromthat tendency. Plus,
Congress has been cutting funding for PHAs. The comenters felt that these

i ndi cators are non-managenent in nature and are not within the control of the
PHA. PHWVAP shoul d grade only those indicators which are within the control of
t he managenent .

RESPONSE: A PHA' s managenent efforts are directed toward devel opnents, which
are not just properties or structures, but which are housing: buildings that
are people's honmes. Because of this, there is a strong rel ati onship between a
PHA' s managenent efforts and quality of life for a devel opment's residents.
VWil e the PHA cannot nandate or control the positive interaction or
advancenent of its tenants, it can foster the environnment and opportunity for
such interaction and advancenment. The resident involvenent indicator attenpts
to neasure a PHA's success in acconplishing this. On the other hand, a PHA is
obligated to manage and respond to the unl awful behavior of tenants whose
actions inpede the peaceful enjoynent of other tenants. The security

i ndi cator addresses the PHA' s success in nanaging this significant housing

i ssue.

COWMENT: One comment supports extendi ng coverage to alternative managenent
entities.

RESPONSE: The Department appreciates this concurrence in its effort to assess
and i nmprove the managenent perfornmance of every PHA

COWMENT: One comment urges HUD to adopt those changes that help streanline

the process of assessnent and to use the sinplest nethods necessary to achieve
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a particul ar goal or outcone.

RESPONSE: As di scussed above, it is HUD s intention to streanline and inprove
the PHVAP process with this newrule. Further, HUD is by no neans closing the
door on additional refinenment, but will continue to consider and exam ne
addi ti onal ways of inproving PHVAP. To this end, this rule is being published
as an interimrule.

COWENT: One comment felt that it is equally inmportant for PHAs to devel op
strong relationships with their surroundings and their neighbors. There
shoul d be points added or deducted to a PHA's final score based on the role a
PHA assumes and its relationship with its surroundi ngs.

RESPONSE: The resident involvenent indicator in this rule, as did the
previous resident initiatives indicator that is being replaced, assesses, in
part, a PHA's efforts to involve residents to inprove the conmunity in which
they live. Beyond this specific aspect of community involvenment, it is likely
that a well managed PHA, the general goal of PHVAP, is a positive comunity
asset and a good nei ghbor. The recognition of outstandi ng individua

communi ty contributions and achi evenents by PHAs is inportant and receives
attention fromHUD i n special cerenonies rather than in PHVAP, which focuses
on the overall, day-to-day managenent aspects of PHAs.

COWMENT: One comment felt that there should be a sinplified |ist of
indicators to be used for smaller PHAs: vacancy rate; rents uncoll ected;

i nspections; and financial managenent.

RESPONSE: The authori zing statute for PHVAP |ists seven indicators that mnust
be used in assessing PHAs. This limts HUD s ability to differentiate between
| arge and small PHAs in the indicators used for assessnent. However, for

i ndi cators #7 and #8, PHAs with fewer than 250 units will not be assessed
under these indicators unless they request to be assessed at the tine of

subm ssion of the PHVAP certification.

COWENT: Three comments stated that the proposed rule is nore process-
oriented and requires the tracking and/or collection of nmuch nore data. This

is nmore burdensome and requires additional admnistrative responsibilities at
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a tine when the level of public housing operating subsidy is being reduced.
RESPONSE: Al t hough the Paperwork burden estimate for this rule exceeds the
Paperwor k burden estimate for the previous rule published on January 17, 1992,
a substantial part of that increase results fromHUD s recognition that a
change in necessary data for assessnent purposes will initially require nore
effort to conpile. As was the case for the previous rule, it is expected that
as the collection and organi zati on of the data becones nore routine follow ng
the first submi ssion, the associated burden will al so decrease.

COWMENT: One comment felt that HUD should | ook for ways to elimnate
regul ati ons, not just change regul ati ons.

RESPONSE: I n the past year, HUD has undertaken an extensive effort to
reinvent and streamine all of its rules, and hundreds of pages of regul ations
have been elim nated. The statute authorizing PHVAP requires its

i npl enent ati on by regul ations, and HUD nust follow this Congressional nandate.
COWMENT: Two comments stated that a continuing concern is that naking the
annual grade in PHVAP may becone the true m ssion of many PHAs.

RESPONSE: HUD does not consider the prospect of PHA's refining their
managenment practices to becone high performers under PHVAP year after year to
be distressing. The purpose of PHVAP is to assess the quality of PHA
managenent, and in inplementing this program HUD intends for the score
achieved to be a valid neasure of performance. To address situations in which
t he PHVAP score poorly corresponds to the actual conditions at a PHA, the rule
permts the State/ Area Ofice, in exceptional circunstances listed in the
rule, to reinstate any review to address particul ar deficiencies, and to deny
or rescind incentives or high perforner status, even though a PHA has
satisfied all of the indicators for high or standard perforner designation

The purpose of this provision is to prevent PHVAP from being an enpty, pro
forma exercise.

COWMENT: One comment believes that PHVAP is but one way to evaluate a PHA' s
managenment and ultimately, the quality of its stock. PHVAP is not a

conpr ehensi ve neasure of PHA quality and it is too process oriented. Geater
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enphasi s should be placed on key results which nore accurately equate with the
quality of the housing stock
RESPONSE: The observation in this comment does not quite correspond to the
paranmeters and purpose of PHVAP as established under the authorizing statute.
PHVAP eval uat es PHA managenent performance using seven indicators that are
made mandatory under the statute, which permts the Departnment to use up to
five additional indicators. These requirenents establish limts on what nust
and what may be used to assess the quality of a PHA's managenent, and not the
quality of its housing stock. The statute explicitly requires HUD to take
into account the difficulty of managi ng devel opments that result fromtheir
physi cal condition, indicating the Congressional determ nation that, to sone
degree, the quality of the housing stock is independent of the PHA s
managenent capability. HUDis obliged to inplenment PHVAP in a manner
consistent with the statute, and attenpts to do so in a manner that wll
produce a valid and reliable result. As the Department hopes this rule
denonstrates, HUD is, and will continue to be, receptive to the refinenent of
PHVAP based upon its adm nistrative experience and the input it receives from
PHAs .
COWMENT: One comment encourages HUD to publish handbook gui dance well in
advance of the effective date of the newrule so that PHAs nmay nmake any
pl anni ng, record keepi ng or operational changes required to ensure conpliance
and performance.
RESPONSE: The Departnent anticipates the issuance of a revised PHVAP Handbook
7460.5 and a new confirmatory review gui debook prior to the applicability date
of the new rule.
COWMENT: One comment stated that the term "approved, funded, on-schedul e
annual nodernization programt is defined in the rule and in the preanbl e under
the discussion of indicator #1. But the termis not used in indicator #1. |Is
it intended that the termbe applied to the exenption for "vacant units
under goi ng noderni zation?" If so, it should be nmade explicit. Is it intended

that the termbe used in connection with indicator #2? |If so, then this term
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is contrary to the rule's discussion of indicator #2, which includes only Cl AP
and CGP
RESPONSE: The comment is noted, and the definition for "approved, funded, on-
schedul e annual noderni zation program' is superceded by the definition for
"vacant units undergoi ng nodernization.” The definition in this rule, which
i ncl udes the Hope VI Program the Vacancy Reduction Program (VRP), |ead based
pai nt risk assessnment funding (1992-1995) and any successor programto the CGP
or the CIAP, applies to indicators #1, #4 and #5, as appropriate. In
addition, the Departnent intended for all nodernization progranms to be
assessed under indicator #2. For this reason, |ead based paint risk
assessnment funding will be assessed under all five conponent of indicator #2.
However, due to the design of the Hope VI and the VRP, these program areas
cannot be assessed under conponents #1 and #2 under the nodernization
indicator. Therefore, in conpleting a PHA's assessnent for indicator #2, the
State/ Area Ofice will only exam ne conponents #3, #4 and #5 for the Hope VI
and the VRP. Appropriate |anguage has been added to indicator #2 in the new
rule. A simlar comment was made with respect to indicators #4 and #5, and

this response is also applicable to those two indicators.

§ 901.10 Indicator #1, Vacancy Rate and Unit Tur naround.

Conponent #1, Vacancy Rate

COWENT: Many conments agreed with the changes proposed for the indicator and
commended the Departnent for making the indicator a nore representative
measure of vacancies. Six comrents comended the Departnment for allow ng an
adj usted vacancy rate to be used for grades above a C. Seven conments stated
that this is a nmuch better way to conpare vacancy indicator grades and scores
since all PHAs will be conmpared on the same basis. Several coments indicated
that this is a nore accurate neasure of good nmanagenment and concurred with the
proposed rul e conbining these two indicators whereas currently they are
separate. One comment stated that the changes made to indicator #1 are much

nore equitable than the current indicator requirenents and two ot her comments
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i ndi cated agreenent with adjusting the vacancies by the conditions listed in
the rule and with the grading scale for the vacancy rates. Three coments
expressed strong support for the change indicating that it will allow HUD to
nore accurately judge a PHA's vacancy rate.
RESPONSE: The Departnent agrees that, since the adjusted vacancy rate is
derived fromvalid exenptions, PHAs should be able to achi eve grades above a C
| evel based on an adjusted vacancy rate. The Departnment feels that the new
conmponent #1 will provide a nore representative picture of PHA vacanci es than
the current indicator. The Department also agrees with the assunption that if
a PHA scores C or above in the vacancy conponent it should not have a problem
wi th turning around vacant units, and that conbining current indicators #1 and
#5 into the new indicator #1 is a correct decision
COWMENT:  Four conments stated that the new vacancy indicator is really a
measure of the number of vacancies weighted equally to the turnover rate. The
comments indicated that the new wei ghting of turnover will penalize PHAs that
have successful progranms for fanmlies that nmove out of public housing. Two
comments stated that the proposed rule rewards process over product and
activity over results, and that the proposal is far nore process-oriented and
| ess results-oriented than the present system for counting vacancies. The
proposed rul e states that vacancy rates should have greater significance than
unit turnaround but proposes a scoring systemthat requires greater reliance
on unit turnaround and unit turnover than on the nunber of units vacant at the
end of each nonth. Eight comments indicated that a 12 nonth average of the
nunber of units that are vacant at the end of each nonth shoul d be used. This
is normally what is expected in any rental market and the proposed nethod is
too conplicated and requires too much staff time to cal culate. Another
comment stated that the proposed nethod places as nmuch enphasis on turnaround
time as on actual vacancies and suggested using a twelve nonth average of the
nunber of vacant units on the 10th day of each nmonth to avoid the probl em
Three coments indicated that the new vacancy indi cator would not reward

actual occupancy. Instead of neasuring the nunber of units vacant at the end
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of each nonth, it neasures the nunber of units |eased each nonth and the
amount of tine required to |l ease the units to arrive at a vacancy rate which
converts to an occupancy rate. The current method is an honest way to define
occupancy |l evels. Conputing the vacancy rate by calculating the ratio of unit
vacancy days to unit days avail able places greater reliance on unit
turnaround. It requires PHAs to cal cul ate the vacancy days for all units

| eased in a given nonth plus the vacancy days for all units remaining vacant
at the end of the nmonth, divided by the total unit days available for
occupancy that nonth.

Six coments stated that this nethod cal cul ates vacancy days, which is a
function of turnover, rather than the actual nunber of vacant units. For
exanple, if two PHAs have the same nunber of units and turnaround tinme, but
one has higher turnover, the latter will automatically have nore vacant days
than the former. The vacancy rate should be the average vacancy rate over the
past twelve nonths. Three comments indicated that the current indicator
allows PHAs to answer the question, "What is your vacancy rate?" The answer
is, "Qur vacancy rate is the nunber of units vacant at the end of the nonth
conpared with the nunber of units available for occupancy.” Two conments
stated that if a PHA has a high turnover rate because it is noving residents
out for private |ease-up or hone ownership, this too, should be an all owabl e
adjustnment to the vacancy rate because PHAs with high nove-out rates are
adversely affected even though they may have no control over the reasons for
t he high nove-out. Two coments suggested that the snapshot picture be
retained.

Three coments indicated that the proposed rul e penalizes high turnover
rates and provided the follow ng exanples: PHA with a high turnover rate but
the sane unit turnaround tine would get a higher vacancy rate than a PHA with
| ower turnover rate (sane unit turnaround tine): PHA "Y' with 100 units, and
20 units vacated and filled during the year (10 days average turnaround) woul d
have a .55% vacancy rate; and PHA "Z" with 100 units, and 40 units vacated and

filled during the year (10 days average turnaround) woul d have a 1.10% vacancy
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rate. A PHA with a high turnover rate and a | ower unit turnaround tinme could
get a higher vacancy rate than a PHA with | ower turnover rate and a higher
unit turnaround tinme: PHA "A" with 100 units, and 60 units vacated and filled
during the year (20 days average turnaround) woul d have a 3.2% vacancy rate
and a B grade. PHA "B" with 100 units, and only 30 units vacated and filled
during the year (35 days average turnaround) woul d have a 2.8% vacancy rate
and an A grade, even though it averaged a higher (35 vs. 20) vacancy
turnaround rate. There is no basis for rewarding or penalizing a housing
aut hority based on a higher or |ower percentage of residents noving out during
a year. Turnover rates depend on a variety of factors, many beyond the PHA s
control. Sone factors are: availability of alternative affordabl e housing;
sel f-sufficiency prograns; resident denographics; eligibility screening and
| ease enforcenment; and HUD required transfers.
RESPONSE: The Departnment agrees that by using a nethodol ogy that takes into
account circunmstances and actions that inpact on the occupancy/vacancy status
of a unit over the entire course of the PHA's fiscal year, PHAs with high
turnover rates will have nore vacancy days than conparable PHAs with | ow
turnover rates, assumng that the turnaround time is the same. The Departnent
di sagrees, however, with the conclusion that this makes the proposed
met hodol ogy | ess useful than one based on taking a snhapshot, either on a one-
time basis, as is currently the case, or on a nonthly basis over a year's tine
as suggested in some comments. The "snapshot" approach may be easier to
i npl enment but it grades the PHA performance based on a singl e-day neasurenent
that may or may not be representative of the PHA performance in this area over
the entire period of time being assessed. |If an average based on 12 snapshots
is better than one snapshot, then an average based on 365 snapshots wl|
present the nost accurate picture.

It is incorrect to state that the nmeasure of vacancies and the neasure
of turnaround tinme have been given equal weight in the devel opnent of this
i ndicator. The new rule conbines the vacancy indicator and the turnaround

i ndi cator of the current 8 901 into one single indicator that has two



20

conmponents. The first conponent (with a weight of x2) nmeasures the vacancy
rate and, if applicable, the progress a PHA has nmade in reduci ng the vacancy
rate. The second conponent (with a weight of x1) measures turnaround tine.
Because the vacancy rate is a clear nmanifestati on of managenent effort and
reflects the essence of a PHA's mission, it has been weighted nore heavily
than the unit turnaround conponent. In addition, the proposed rule would use
t he second conmponent only when a PHA scores below a C on the first conponent.
The proposed net hodol ogy provi des anpl e opportunities for a PHA to
adjust its vacancy days for turnover of units due to reasons such as
noder ni zati on or that are due to circunstances and actions beyond the control
of the PHA, such as court-ordered or HUD approved desegregation efforts. A
PHA al so has the option of requesting a nodification to the cal cul ati on of
this component that would take into account any other special factor, such as
self-sufficiency activities or security neasures inplemented by the PHA, that
may contribute to a higher than normal turnover of units. The indicator
shoul d not be a deterrent or penalty to PHAs that have successful prograns
t hat encourage residents to nove out of public housing to private market
housi ng opportunities. Success builds upon success and a PHA that is able to
work with residents and prepare them for homeownership or private market
rental units should not have difficulties in attracting applicants for units
t hat have been vacat ed.

The Departnent believes the proposed nethod of calculating this
conponent to be the nost accurate nmeasure of a PHA's performance in this area.
Al so, contrary to some comments, the proposed nmethod of calculation is the

met hod comonly in use in the real estate industry.

COWENT: One comment stated that the proposed rule requires nore cal cul ations
than the current nmethod and al so requires tracking each unit for potenti al
adjustments. This will be difficult for many PHAs and for HUD field staff to
verify. The current occupancy rate calculation nmethod is preferred. Three
comments indicated that the indicator will take hours nore in record keepi ng.

HUD reduces PFS and noderni zati on noni es, but expects nore and nore in
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reports and record keeping. The proposed nethod is cunbersone, inconsistent
with other HUD definitions for determ ning vacancy, and increases the
difficulty level for calculating vacancy rates.

Two conments stated that the new met hod of cal culating the vacancy rate
is far nore process-intensive than the previous nmethods. PHAs shoul d be given
the opportunity to take a sinple average based upon end-of -nmonth vacanci es
rather than using the far nore conplex calculation offered in the proposed
rule. Two comments stated that it is poor managenent practice to calculate
vacancy/ occupancy percentages one way for the PFS and another way for a
managenment assessment system Two conments agreed with the expansi on and
clarification of the units that can be exenpted fromthe adjusted vacancy rate
and indicated that the nine exenptions should remain consistent with reporting
under the PFS.

One comment indicated concern with the need to maintain data on the
cause of each vacancy, as in the exanples presented in the preanble. For
| arge PHAs the data collection and mai nt enance becomes very difficult.

Mai nt enance of this data is doable, but HUD needs to recognize the inpact on
PHA data systens if the various categories for adjustnment are revised from
tinme to tine.

Three other conments stated that this | evel of evaluating vacancies
woul d be burdensome for large PHAs. To track the actual vacancy rate and have
the ability to al so accurately cal cul ate an adjusted vacancy rate woul d
require significant alterations to the mainfrane conputer system prograns as
wel |l as to standard operating procedures, and |large PHAs need anple tine to
i npl enent these changes. One comment stated that the new conmponent requires
that PHAs anal yze each vacant unit and in the absence of readily available
i ndustry software, this process could prove burdensone for |arge PHAs.

Anot her coment stated that if HUD retains the nethodol ogy of the proposed
rule it should provide PHAsS with software that do the bulk of the calcul ation
for them

RESPONSE: The Departnment does not believe that the information collection
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requirenents for this indicator represent an undue burden on PHAs. Most of
the data elements required to determine the grade or score for the two
conponents that conprise this indicator are already being maintained by PHAs
and used in cal culating operating subsidy eligibility under the PFS or used
for reporting requirenments of other progranms. |In fact, if PHAs have been
mai nt ai ni ng turnaround time data accurately under the previous interimrule,
no new data collection will be required, just a change in conputation

The Departnment understands that a well-run PHA shoul d have a systemin
pl ace for nonitoring occupied units and vacant units and the duration of
vacanci es. Beyond sinply bei ng good business practice, PHAs must nonitor
turnaround tine, both to evaluate the effectiveness of their naintenance and
marketing and |l easing efforts, and to develop information for the current
PHVAP i ndi cator on vacant unit turnaround tine. This should pose no nore
onerous burden on |l arge PHAs than on snmaller institutions, and in fact, would
probably be even nore inportant to a |arge PHA, where renote nonitoring of
| arge-scale activities is the norm

In response to the suggestion that HUD shoul d provide software for this
pur pose, HUD has no plans to devel op additional software at this tine. In
addition, as a matter of policy, HUD cannot be in a position of conpeting with
private-sector software devel opers.

To a significant extent, the Departnment has al so used definitions and
nmet hodol ogies in this section that are the same as those used in other
progranms. An exanple of this consistency is that the adjustnent for units
vacant for circunstances and actions beyond the PHA's control as defined in
§ 901.1(a)(9) is the sane for both PHVAP and PFS. The Departnment will issue
gui dance to PHAs on how to use existing sources of data to cal cul ate each
conponent of this indicator.

COWMENT: Three comments stated that if HUD wants PHAs to cal cul ate vacancy
| oss, then HUD shoul d adjust the turnaround indicator to reflect that goal
rather than throw ng out the existing common sense nethod of cal cul ating

vacancies. Three other coments indicated that HUD s justification for the
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new vacancy indicator is the need to calcul ate vacancy loss like the private
sector does. The private sector can estimate dollar value of vacancy |oss,
but PHAs cannot because PHAs do not realize rental incone until the unit is
rented. The private sector can "go down their waiting list" or advertise in
t he paper to pick the tenant who can nove in the day the unit is ready and
PHAs can't do that. The information can be useful, but the private sector
uses it to determ ne budgets, not to determ ne vacancy rate.

RESPONSE: The Departmnent di sagrees with these conmments. Neither the current
vacancy indicator nor the new vacancy indicator were devel oped to be a neasure
of rental revenue | ost because of units becom ng vacant. The vacancy
indicator is not a nmeasure of financial performance, but a nmeasure of the
ability of the PHA to nmaxi m ze occupancy and mnimze turnaround tinme within
certain constraints recogni zed by the Departnent.

COWMENT:  Several conments addressed the changes in the grading scale. One
comment indicated that a vacancy rate of 3% for a grade Cis too stringent.
Anot her expressed support for the change from1%to 3% vacancy rate in order
to achieve an A grade, indicating that it makes sense with the nationa
average vacancy rate of 7% Two comments stated that the current 99% vacancy
rate for an Ais valid. Another coment expressed concern with the change

i ndicating that a vacancy rate of 7% would yield a C grade and still exclude
the unit turnaround conponent from consideration. One comment stated that it
is not clear if the 3% vacancy threshold for not having to report unit
turnaround was retained or not. Another comment stated its support for the
provision that permts PHAsS to choose between adjusted and actual vacancy rate
cal cul ation, but suggested that HUD retain the previous interimrule's
alternative grade C for a reduction in vacancies of at |east 30%

One coment expressed support for the option that allows a PHA to
achieve a Cgrade if it reduced its actual vacancy rate by at |east 15
percentage points within the past three years and has an adj usted vacancy rate
of between four and five percent. It also indicated support for sonmewhat

| ower grades for PHAs maki ng sl ower progress. Another conment stated that a
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PHA can inprove by at least 15%and still receive a | ower grade by not

mat chi ng the adj usted vacancy rate requirenent.

RESPONSE: The Departnent agrees that a vacancy rate of 3% for a grade Cis
too stringent and changed that in the proposed rule. The Departnent believes
that the new grading scale is reasonable and takes into account the nationa
average vacancy rate and al so takes into account the new nmethod of cal cul ating
t he vacancy rate, which is nore representative of the true performance of PHAs
in this area over the period of time being assessed.

The Departnent is also proposing a different threshold for not having to
report unit turnaround. The second conponent, vacant unit turnaround tine,
will only apply to PHAs that score below a C grade on the first conponent.
PHAs can achieve a C grade by neeting one of the follow ng conditions: the
PHA has an actual vacancy rate of greater than 5% and | ess than or equal to
7% or an adjusted vacancy rate of greater than 3% and |l ess than or equal to
4% or the PHA reduced its actual vacancy rate by at |east 15 percentage
points within the past three years and has an adjusted vacancy rate of greater
than 4% and | ess than or equal to 5%

Regarding the threshold for progress in reducing the vacancy rate that
applies to a C grade, the Departnment changed it from 30%to 15 percentage
points. The Departnment agrees that it is inportant to recognize and reward
significant progress. It also understands that the grade relief should not
defeat the bal ance of the grading scale. The grading scale already provides
for a sonmewhat |ower grade (a D) for PHAs with adjusted vacancy rates between
four and five percent that do not achieve the 15 percentage points decrease in
t he actual vacancy rate.

COWMENT: One comment requested that the term "Reduced Actual Vacancy Rate in
Previous 3 Years" be clarified in order to indicate if the fiscal year being
assessed under PHVAP is the third year of that 3-year period or if the 3-year
period is prior to the PHVAP year being assessed.

RESPONSE: The Departnment agrees with the conment and the new rul e has been

changed to state that the fiscal year being assessed is the third year of that
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three year period. An exanple will be provided in the revision to the PHVAP
Handbook 7460. 5.
COWMENT: One comment stated that the idea of neasuring a PHA' s perfornmance
over the previous three years seens to be unfair and generate inaccurate
statistics because of diverse variables that would not remain constant over
the years and suggested that each year be nmeasured against its previous year
Anot her coment indicated that the PHA does not currently have a three-year
history of the daily vacancy rate so it nust have tine to collect this data.
It proposed to use the average rate on the |last day of each nonth until it can
get the actual daily and adjusted rates. One other conment indicated that it
woul d be extremely difficult to track vacancy days and unit days avail able for
the previous three years and requested that a nore accurate and equitabl e
met hod of cal cul ati on be sought so that conparison statistics can remain
accurate and consi stent.
RESPONSE: The Departnment agrees that due to the change in the method of
conput ati on, vacancy rates generated under the two systens cannot be conpared
unl ess an adjustment is made to the statistics for the previous two years.
Only those PHAs interested in using this grading option (progress in reducing
the vacancy rate during the previous three-year period) will have to reconpute
the vacancy rate for the two years prior to the year being assessed, using the
new et hodol ogy. Mst of the data needed for this will come fromthe records
devel oped by the PHA to conmply with the PHVAP reporting requirenments for the
current unit turnaround indicator
COWMENT: One comment suggested that the five grades be condensed into a
"satisfactory" rating (2% adj usted vacancy rate or bel ow); "adequate" rating
(2-49; and "unsatisfactory” rating (over 4% ; the five grades could be used
as a mechanismfor setting goals for troubled PHAs but need not be required
for all PHAs.
RESPONSE: The Departnent has some synpathy for the suggestion that the nunber
of evaluation |levels be reduced and sinplified, but we do not believe it

appropriate to address that sinplification issue at this tine. The biggest
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reason for maintaining the |arger nunber of evaluation categories is that
beyond the pass/fail differentiation, the Departnent expects to be able to use
PHVAP scores, and to sone extent, individual indicators, to identify PHAs
where performance is clearly superior and worthy of emul ation, and at the

ot her extreme, cases where perfornmance indicates a need for the Departnent's
intervention in PHA operations. Five or six "grades" nmay or may not be the
perfect nmodel for this kind of evaluation, but the existing structure appears
to be working to date, and in the absence of denonstrable benefits of

al ternat e approaches, HUD does not see a need to revisit this issue at this
time.

COWMENT: One comment stated that it appears to be inpossible for PHAs to
obtain a grade of Dor F if the adjusted vacancy rate is greater than 6%
This is not a true grading system and makes it inpossible for PHAs with a high
vacancy rate to realize any points for inprovenent. It would be unfair to
conpare a PHA with an ol der housing stock to a PHA which may have newer stock
or nodernized units.

RESPONSE: The comment is partially correct that under the proposed rule an
adj usted vacancy rate greater than 6% w ll result in a PHA receiving a grade
of F. If a PHA has an adjusted vacancy rate greater than 6% and | ess than or
equal to 7% and has reduced its actual vacancy rate by at |east 5 percentage
points during the past three years, then the PHA woul d get an E instead of an
F. The grading systemis not unfair to high vacancy PHAs because it does
allow for adjustnments in recognition that some types of vacancies are beyond
the control of the PHA

COWMENT: One comment stated that the actual vacancy rate does not exenpt
units occupi ed by enpl oyees, units used for resident services and units
under goi ng noderni zati on. PHAs are penalized by an increase in the actua
vacancy rate when these units are not exenpted fromthe actual vacancy rate.
This creates the potential for PHAs to elimnate needed resident services by
elimnating space for these services in an effort to decrease the vacancy

rate. Mst PHAs will be prevented from ever using the actual vacancy rate if
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these units are not exenpted.

RESPONSE: The Departnent di sagrees with the conment. The rul e has been
clarified to indicate that units approved for non-dwelling use, enployee
occupi ed units and vacant units approved for deprogramring will be conpletely
excluded fromthe conputation of this indicator. Regarding the units
under goi ng noderni zati on, PHAs are not penalized because these units can al so
be excluded under the adjusted vacancy rate conputation. The grading scale
for the vacancy indicator allows PHAs to get all possible grades, including an
A, under the adjusted vacancy rate option. There is no real incentive for
PHAs to cut back on resident services by elimnating space for these services
in an effort to decrease the vacancy rate.

COWMENT: One comment stated that the increase in difficulty for calcul ating
the vacancy rate will increase the cost of a PHA's annual audit.

RESPONSE: The Departnent believes that the increase in scope of work would
not represent a substantial increase in the cost of the audit and that the
addi ti onal expense, if any, will represent a good investnent for the PHA
Since the Departnment reinburses a PHA for its audit costs, it will reinburse a
PHA for any additional audit costs resulting fromchanges to any of the

i ndi cators.

COWMENT: One comment stated that the proposed cal cul ation counts vacant units
both during the month and at the end of the nmonth, regardl ess of reoccupancy
during the 30 days.

RESPONSE: The Departnent di sagrees. The proposed cal cul ati on adds the numnber
of vacant units each day of the year (adjusting for valid exenptions) and

di vides by the nunber of unit/days avail abl e.

COWENT: Three comments proposed that PHAs should be able to choose either
the current method or the new nmethod for conmputing vacancy rates. One of the
comments stated that there are currently two methods for calculating the
vacancy rate and it seens a bit arbitrary to abolish this flexibility that
PHAs utilize to reduce their paperwork requirenents. Form HUD- 51234 al ready

is a requirenent that nust be submitted by PHAs and to require a duplication
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of effort for PHVAP purposes is contrary to good nmanagenment practices. The
comments recomend the use of form HUD-51234 or the new cal cul ation

nmet hodol ogy at the discretion of the PHA. This would enable PHAs to retain
flexibility in the manner in which they choose to determ ne the vacancy rate
wi t hout i nposing any additional paperwork burden unless the PHAs elect to do
so.

RESPONSE: Wil e the Departnment favors maxi mumlocal flexibility, it is
inpractical to allow PHAs to be able to pick and choose anong different

met hodol ogi es for devel oping the data for this nost inportant indicator
Allowing that would make it inpossible to conpare the vacancy rates for
different PHAs (and even for the sane PHA over a period of tine). The
Departnment believes very strongly that all program participants need to be
eval uat ed under the sane basic procedures, especially the same definitions.
To do otherwise is to invite conplaints that the process conpares apples with
oranges; the process can't afford to permt the PHAS to el ect whether to
present "apples or oranges" for evaluation

COWMENT: One comment stated that the Department should give consideration to
reduci ng the vacancy standards for a period of tine due to the One Strike
policy. [Inproved screening standards will increase the anpunt of tine to
process an application. |If the Departnent is seriously concerned about
quality of life in PHAs, give the occupancy people tine to do their jobs
efficiently.

RESPONSE: The Department agrees that the inplenmentation of the "One Strike
and You're Qut" policy and stricter security measures may tenporarily increase
vacancy and turnover rates at some PHAs. Adequate planning in the

i npl enentati on of the security neasures should hel p PHAs reduce these
tenporary problens. After the initial stages, these progranms will have a
positive inpact on the vacancy and turnover rates of PHAs due to the increased
security and stability of their public housing comunities. Because these
situations will greatly vary fromPHA to PHA, it would not be proper to nmake

any changes, even tenporary ones, to the gradi ng standards of the vacancy
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indicator. Instead, PHAs that believe that the inplenentation of stricter
security neasures related to the "One Strike and You're Qut" policy negatively
i npacted their vacancy rate may subnmit a nodification request along with their
PHVAP certification

COWMENT: One comment stated that because of the | ow weight (x1) of the

t urnaround conponent relative to the vacancy rate conponent, the turnaround
conponent is al nbst unnecessary since it can't change the grade of the
indicator in a significant way.

RESPONSE: The Department di sagrees with the commrent. Although the conponent
woul d not have a big inmpact in determning the final grade of the indicator
this is in accordance with the position of the Departnent regarding the
interrelation and rel ative weight of the two conponents. Because the vacancy
rate is a clear mani festation of managenent effort and reflects the essence of
a PHA's mission, it has been weighted nore heavily than the vacant unit
turnaround conponent. In addition, the new rul e uses the second conmponent
only when a PHA scores below a C on the first conponent. The Depart nent
believes that if vacancies are at a Clevel or above, the PHA does not have a
problemw th turning around vacant units. It should be noted that the
conponent woul d have at least a mnor inpact in the final grade of the

i ndi cator (may increase or decrease one grade |level) and may add up to 6.66
points to the total PHVAP score.

COWMENT: One comment stated that the proposed rule requirenent for vacant
units undergoi ng noderni zation is inconsistent with scheduling adjustnents
that HUD permitted in the past in recognition of the realities that some PHAs
face in soliciting bids fromcontractors for nodernization funded work. The
proposed time requirenment would punish a PHA with few vacancies that may need
to "stockpile" vacancies to accunul ate sufficient volume of work to obtain
conpetitive bids fromcontractors. It is recommended that all vacancies
covered by a funded, on-schedul e noderni zati on program be excluded fromthe
vacancy rate cal cul ation.

RESPONSE: The Departnment di sagrees because the small purchase procedure is a
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vi abl e option for PHAsS with few vacanci es to acconplish noderni zati on costing
| ess than $100,000 (or a |l esser anpbunt as specified by State law). Under this
met hod, PHAs solicit quotes from an adequate nunber (normally, no |less than
three) of sources and can award the contract to the offeror with the | owest
quote. This nmethod is significantly less time consum ng than the nornal
seal ed bid procedure where formal advertising is involved. It is also noted
that contractors can be procured for utilization on an as-needed basi s,
allowi ng themto begin work i mediately.
COWMENT: One comment stated that the proposed definition of and cal cul ati ons
concerning a vacant unit undergoi ng noderni zati on seens to be
counterproducti ve; a nore equitable way of cal cul ating vacant days would be to
count only those vacant days between the conpletion of the nodernization work
and the day of tenant nove-in or reoccupancy.
RESPONSE: The Departmnent di sagrees with the comrent regarding the adjustnent
for vacant units undergoi ng nodernization. The adjustnments provided in the
proposed rule are either activities that the Departnent w shes to support,
such as nodernization, or represent circunstances or actions that the
Department considers to be beyond the PHA's control. In such cases where
these definitions apply to vacant units before the units are included in a
HUD- appr oved noderni zati on budget, the units may be exenpted for those other
reasons. |If the units were vacant prior to being included in the HUD approved
noder ni zati on budget for other than the exenpted reasons in the rule, the
vacancy days accumrul ated prior to the unit being included in the HUD approved
noder ni zati on budget nust be included in the vacancy rate cal cul ati on as non-
exenpt ed vacancy days.
COWMENT: One comment stated that not excluding the vacancy days that
accunul ated prior to a unit being included in the HUD approved noderni zation
budget fromthe calculation of this indicator could result in substanti al
dollars wasted to make vacant units tenporarily habitable until such tinme that
a noderni zation plan has been approved by HUD. Dollars invested in tenporary

maj or rehabilitation of units located in buildings subsequently placed under



31

noder ni zati on are | ost because maj or replacenents cannot be sal vaged
during/after nodernization. |In order to not provide PHAs with an
uni ntenti onal PHVAP performance neasure incentive to waste limted HUD
dol l ars, vacancy days for units in a building included in a nodernization
budet whi ch was approved by HUD during the PHVAP assessment year should be
exenpt regardl ess of whether or not sone units in the building were vacant
prior to HUD s approval of the plan

Anot her coment recomended excl uding fromthe vacancy cal cul ation units
that a PHA has schedul ed to noderni ze but not yet included in the
noder ni zati on budget, as well as vacant units that have been noderni zed and
are schedul ed to be reoccupi ed. These vacant units should be excl uded because
t he vacancies are part of the normal nodernization process and are not the
result of poor performance. For exanple, this PHA has conpl eted noderni zation
of hundreds of apartnents for people with nobility inpairnments, but HUD has
not permtted us to rent accessible apartnents to non-di sabled fam i es.
These vacancy days should not be included in the vacancy rate cal cul ation
RESPONSE: The Departnent di sagrees with the comments. The issue of whether
to expand the preferential treatnent for units undergoi ng noderni zation to
i ncl ude units schedul ed for nodernization but not yet under a nodernization
budget (for exanple, units schedul ed for nodernization in the second year of
the CGP Five Year Plan) was discussed as part of the Vacancy Rul e negoti at ed
rul emaki ng proceedi ngs but not adopted. The Departnment was part of the
consensus that devel oped the definition of vacant unit undergoing
noder ni zati on and believes it to be appropriate. For the same reason, the
Depart ment does not believe that an adjustment should be given for the tine
bet ween conpl eti on of noderni zati on work and reoccupancy. Once a unit has
been noderni zed, there is no reason to allow an adjustnent for the tinme needed
to lease the unit. Marketing and |leasing of units is a normal function of a
PHA.

The Departnent al so disagrees with the second part of the comment. HUD

does not control whether or not a PHA can admt non-disabled applicants to a
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unit designed for the disabled. If a PHA cannot |ease units with accessible
facilities to the persons with disabilities, they are free to | ease those
units to non-di sabl ed applicants (see Handbook 7465.1 REV-2, paragraph 5-2c).

The cited handbook urges that a PHA facing such a circunstance i nclude a
provision in the lease requiring the fanmily to nove if soneone needi ng that
size specially designed unit applies and there is an appropriate unit
available for the famly originally admtted."

COWMENT: One comment indicated that the PHA has a | arge nunber of conpeting
subsi di zed units, and certain bedroom sizes and certain handi capped units are
very difficult to rent to residents that are actually eligible for them

Anot her coment stated that the indicator does not accurately reflect the
capabilities of a PHA to nanage its units; such factors as market conditions
greatly inpact a PHA's score in this area. One other coment indicated that
the rul e does not provide enough information on what nmay be acceptabl e under
changi ng market conditions and it does not define what constitutes "aggressive
mar keti ng and outreach neasures" or provide standards by which such goals
shoul d be reached or judged.

RESPONSE: The Department feels that the new rul e adequately addresses the

i ssue of marketing difficulties at § 901.5 and § 901.10(b)(2)(iii). An
adjustment may be made to a PHA's vacancy days because of market conditions.
In order to justify the adjustnment, the PHA will need to document the specific
mar ket conditions that exist and document marketing and outreach efforts.

The PHA will need to describe when the downturn in market conditions occurred,
the I ocation(s) of the unit(s) effected, the likelihood that these
circunstances will be mtigated or elimnated in the near termand why the

mar ket conditions are such that they are preventing the PHA from occupyi ng,
selling, denolishing, rehabilitating, reconstructing, consolidating, or
noder ni zi ng the vacant units. The Departnent has provi ded exanpl es of what
constitutes changing market conditions in 24 CFR § 990.102 and will issue
further guidance to PHAs on this circunstance in the revision of the PHVAP

Handbook 7460. 5.



33

COWMENT: One comment stated that the grading systemfor this indicator
penal i zes PHAs that are actively nodernizing their housing stock. To require
| ower vacancy rates for PHAs actively inproving their housing stock through
noder ni zati on than for PHAs not undertaking the inprovenents is egregi ous at
best. The scoring of actual and adjusted vacanci es appears to be unnecessary
since the adjusted vacancy rate only occurs for authorized reasons as defined
by HUD. To allow for adjustnents to be nmade and then apply a different
scoring criteria is illogical and inconsistent.
RESPONSE: The Departnment di sagrees with the comment. The proposed
met hodol ogy provi des anple opportunities for a PHA to adjust its vacancy days
for turnover of units due to reasons that are accepted and supported by the
Department such as noderni zation or are due to circunstances and actions
beyond the control of the PHA, such as court-ordered or HUD approved
desegregation efforts. A PHA also has the option of requesting a nodification
to the calculation of this conponent that would take into account sone ot her
factor that is causing frequent turnover of units at the PHA. The Depart nent
bel i eves the proposed nmethod of calculating this conponent to be the nost
accurate neasure of a PHA's performance in this area.

Exenpt i ons
COWMENT: One comment stated that adjusted vacancies help a poorly performng
PHA score better under the proposed rule, but generally will do nothing to
assi st high-perform ng PHAs because it is doing the things necessary to
prevent these types of vacancies. A high-performng PHA with just nornal
vacancies is hurt by the proposed rule. Another comment stated that the
proposed scoring range is |ooser and, therefore, objectionable and there are
nore exenptions. Vacanci es have decreased since the advent of PHVAP, just
because HUD is grading PHAs and they are concentrating on keepi ng vacanci es
[ow. HUD should not reduce its standards sinply to satisfy PHAs who aren't
getting the job done. There should be no changes to the current grading
standards. HUD is going in the wong direction by maki ng PHVAP hi gh-

performance status so easy to attain as it conprom ses the credibility of the
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eval uati on process.

Anot her comment stated that if a PHA chooses an adjusted vacancy rate,
it has the potential to exenpt vacancy days in nine different categories, sone
of which are very broad. Under this scenario, it is conceivable that sone
PHAs wi |l assune responsibility for few vacancy days. One other conmment
stated that npst exenptions are easy to determ ne or validate except for units

uni nhabi tabl e "for reasons beyond the PHA's control." Two other coments

i ndi cated that "reasons beyond the PHA's control"” is vague and may indirectly
be within the control of the PHA. Because such an adjustnent should be the
exception rather than the rule, it should be elimnated. Such units fall into
a murky area that sone poorly run agencies may be tenpted to exploit. It may
be difficult to denonstrate that the conditions |eading to condemation by the
heal th departnment were either within or outside of a PHA's control

RESPONSE: The Departnent believes that the adjustnments are not a function of
whet her a PHA is a high or poor performer, but a recognition that there are
some circunstances and actions that inpact on vacancies that are beyond the
control of the PHA, such as a natural disaster, or that should be supported,
such as nodernization. The Departnent understands that there are often good
reasons for unit vacancies, and that a bl anket appraisal of unit vacancies as
a bad condition gl osses over some very real and explicable conditions that

af fect managenment of |owinconme properties in the real world.

The Departnent believes that it has defined the categories of vacancies
conpl etely enough that nmost of a PHA's vacancies can be clearly identified,
and that a PHA has a fair opportunity to explain its situation. Were sone
nunber of unit vacanci es cannot be adequately explained in terns of the
acceptable or allowable categories, the PHA will be held strictly accountable,
but where the unit vacancies are within the paraneters established by HUD
under the negotiated rul emaking for the PFS vacancy rule, for exanple, the
Department does not believe it fair or reasonable that the PHA shoul d be
penal i zed. The Departnent agrees that the exenption categories, as presented

in the proposed rule, need sonme clarification and the new rule reflects that.
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The category mentioned by sonme of the comments is duplicated in the proposed
rule and that duplication will be elimnated in the new rule. The exenptions
will remain consistent with the nine exenption categories used under PFS.
COWMENT: Two comments stated that the | anguage for exenption of units vacant
for circunstances and actions beyond the PHA's control (8§ 901.10(9)(v))
provides that insufficient funding for otherw se approvabl e applications nmade
for AP funds (only PHAs with less than 250 units are eligible to apply and
compete for Cl AP funds) are exenpted fromthe cal cul ation of this conponent.
It further provides that this definition will cease to be used if CIAP is
repl aced by a formula grant. The conments stated that this subsection should
apply to CG, particularly now with the budget reductions. Al so, one of the
comments stated that vacant units covered in proposed unit denolition and
di sposition applications should be excluded, even if the applications have yet
to be acted upon by HUD
RESPONSE: The Departmnent di sagrees and has retained this |anguage in the new
rule. The provisions referred to in the comments were taken directly fromthe
new Vacancy Rul e published in the FEDERAL REG STER on February 28, 1996 (61 FR
7586). The rule incorporated recommendati ons of a regul atory negotiation
advisory commttee. The committee did discuss the issue of providing relief
to PHAs (and RMCs) because of insufficient funding for the Cl AP and CGP
progranms. The relief was Iimted, however, to insufficient funding for an
ot herwi se approvable CI AP application (or failure of a PHA to fund an
ot herwi se approvabl e RMC request for CGP funds fromits PHA). The CIAP is a
conpetitive programw th insufficient funding to cover the needs of al
approvabl e fundi ng applications. Wen the funding programis conpetitive, a
PHA either gets the funding applied for, or it doesn't. However, since the
CG is a fornula grant program wth guaranteed yearly funding, a CG° PHA is
better able to plan nodernization activities in advance and make cruci al
repairs as necessary.

The Departnment does not agree with the suggestion that a PHA be able to

assune HUD approval of a pending application for denolition or disposition, if
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t he application has not been acted upon at the end of the fiscal year being
assessed. There are significant differences between initiating the
application process and receiving approval to di spose or denvolish.

COWENT: Six comments indicated that vacancy days for units that suffer
casual ty damage, especially by fire, should not be counted until the unit is
turned back over to the PHA after the contractor conpletes the repairs, if
applicable, instead of at the time of insurance claimsettlenent. It is nore
| ogical to include casualty-damaged units in the same exenption status as
units under goi ng noderni zation or units docunented to be uni nhabitable for
reasons beyond the PHA's control. The exenpted vacancy days for units that
suffer casualty damage shoul d change to read, "vacant units that have

sustai ned casualty damage until the unit is ready to be | eased or 90 days,

whi chever is earlier.”

RESPONSE: The Departnent di sagrees with the comment. The indicator retained
the current provision that already allows a PHA to make an adjustnment for the
period of tinme during which the claimis being adjusted. Since the fire
damage to the unit may be mninmal or severe, it would not be appropriate for
the Departnment to allow an automatic additional period of time of up to 90
days to repair the unit. PHAs may request a nodification to the calcul ation
if they believe they have a situation (severe damage) that warrants a speci al
adj ust ment .

COWMENT: One comment recomended substituting the word "permts" for
"requires” in 8§ 901.10(a)(4) which exenpts vacant units in which resident
property has been abandoned, but only if State law requires the property to be
left inthe unit. The comment added that when a resident abandons a unit,

| eaving their personal property therein, many small PHAs have no ot her
appropriate space to store such property during the period of tine specified
by State | aw before they can |l egally dispose of the abandoned property.
RESPONSE: The Departnent does not concur in the recommendation. The point of
this provision is tolimt the period of tinme when a vacant unit would be

exenpted fromthe vacancy count to the period of tine that is beyond the PHA s
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control. The proposed change woul d expand the provision to cases in which
State law "permts” a unit to remai n encunbered by abandoned possessions. HUD
bel i eves that the existing |anguage -- "requires" -- is nore specific and nore
l[imting, and is nore consistent with the intent of this regulation and
simlar recent regulatory efforts to reduce unit vacancies.

The Departnent recogni zes that some snall PHAs m ght be inconveni enced
by having to store abandoned effects for sone period of tinme before
di sposition, but we are not convinced that such inconvenience is sufficient to
justify holding a residential unit off-line. In nost cases, |laws on
abandonnent require that the |landlord secure abandoned property, not
necessarily that they |eave such property in place in anticipation of the
abandoning famly's possible return. |If storage space is at a prem um PHAs
have the option of renting a storage | ocker and either deducting the cost of
the rental fromthe proceeds of the sale of the goods, if any, or collecting
that cost fromthe resident, should he/she re-appear
COMMENT: One comment stated that the total available units should not include
units that are being nodernized as a result of Federally nandated work
projects (such as a | ead-based pai nt abatenment project) that require that the
residents be relocated while the work is being performed. Al vacant units as
a result of Federally nmandated work that requires resident relocation should
be consi dered not available for the period of time that the unit is vacant as
aresult of the required work, including the use of the unit to relocate
residents during the course of the work. Another conment stated that the
exenptions should include a category for units held to house residents
rel ocated due to conprehensive noderni zation. Wen a | arge devel opnent
under goes conprehensi ve noderni zation, it is difficult to quickly find units
to transfer all residents; a reasonable tine |limt should be included in the
exenpti on.
RESPONSE: The Department partially agrees with the conment. The proposed
nmet hodol ogy for cal culating the vacancy rate conponent already permts a PHA

to make an adjustnment to its vacancy days for units undergoi ng noderni zati on
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A PHA al so has the option of requesting a nodification to the cal cul ati on of
this component that would take into account any other special factors or
speci al circunmstances that are out of the control of the PHA. The Depart nent
does not agree with the suggestion that PHAs be allowed to adjust their
vacancy days for units that are not undergoi ng noderni zati on but are being
hel d vacant for relocation purposes.

COWMENT: One comment stated that the exenption of units that are

uni nhabi tabl e is val uabl e because it allows troubled PHAs to work on
renovating units and getting them back into the occupied inventory without
bei ng penalized in the vacancy rate cal cul ati ons.

RESPONSE: The Departmnent agrees that this exenption category is valuable, but
it should be noted that the category restricts the exenpted units to those

uni nhabi t abl e for reasons beyond the PHA's control. The rule further defines

t hese reasons.

COWENT: One comment suggested that the rule should be expanded to
specifically exenpt vacant days due to transfer of residents resulting from
over housed/ under housed condi ti ons and when for security reasons, a resident
nmust be relocated under a wi tness protection program

RESPONSE: The Departnment does not agree with the comment that the new rule

i ncl ude adjustnments for vacancy days associated with rel ocati on of residents
because of over/underhoused circunstances. This is a situation that shoul d be
dealt with by the PHA as part of its normal operations. Adequate planning on
the part of the PHA can greatly reduce the anmount of time that the units
involved in the transfer remain vacant. Vacancies arising as a result of

rel ocation of residents for security reasons may be dealt w th under the
nodi fi cation procedures.

COWMENT: One comment indicated that the rule should clarify whether the PHA
can exclude units used for non-dwelling purposes, for resident services, or
that are occupied by PHA enpl oyees even if HUD has not specifically approved
their conversion for non-dwelling purposes.

RESPONSE: The Departnent believes that the relevant rules are sufficiently
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clear. PHAs may not use dwelling units for non-dwelling purposes without
explicit authorization for the conversion, and there should be no expectation
that HUD woul d permt exenption of vacant units used for unauthorized

pur poses.

COWMENT:  One comment indicated that it appears that 8 901.10(a)(3) requires
that to be exenpted under this item units have to conply with the two
conditions at the sane tine. The comment added that the exenption should
apply if either one of the conditions: high/unsafe |evels of toxic materials
or structurally unsound, is present.

RESPONSE: The Departnment agrees with the conment that the exenption should
apply when either one of the conditions is satisfied. The new rule has been
nodified to conformwi th the Vacancy Rul e and the subject itens are now
covered under 88 901.10(b)(2)(ii) and (b)(2)(iv).

COWENT: Two comments observed that there are several categories of units
exenpted "of f-the-top" when cal cul ati ng adj usted vacancy rate and turnaround
time. The coments indicated that HUD should clarify if the exenption of
units vacant for circunstances beyond the PHA's control due to changi ng market
conditions is determined by the PHA (self-certified) or reviewed and deci ded
by HUD as a nodification. The coments al so requested HUD to clarify the
exenption of units vacant for circunstances beyond the PHA control due to
natural disasters as to who determ nes or declares the natural disaster
condi ti on.

The conments suggested that, because these are excluded "of f-the-top"
and using a PHA-certified figure, it is left entirely to the PHA to decide if
t hese circunstances apply, when they apply, and then to subtract them out of
the calculation. As currently structured, a PHA could unilaterally adjust the
figures they report under "adjusted vacancy rate" and "turnaround tine"
because they believe that "changi ng market conditions" have caused their units
to remai n vacant, or because "insufficient C AP fundi ng" prevented the PHA
fromoccupying the units. Al market conditions are "changing" to sone

extent, and no Cl AP-funded PHA ever receives "sufficient funding for otherw se



40

approvabl e applications” to neet all of their needs. The real question is,
when are these circunstances sufficiently unique and extensive to inpact a
PHA's ability to occupy its units?

The conments indicated that these two conditions are so subjective and
judgrmental that they should be addressed through the regul ar PHVAP
nodi fication process. The comments added that it is inappropriate for an
al | egedly objective assessnment process such as PHVAP to allow the entity being
assessed (i.e., the PHA) to exercise this degree of unilateral control over
their own assessnent. This may help to i nprove PHA grades, but it does
nothing for the integrity of the PHVAP assessnment process. One comment
requested that exenptions be clearly defined, leaving as little subjective
determ nation as possible to HUD field staff. Another comment requested HUD
to clarify if the PHA may exenpt the units |isted when preparing the PHVAP
certification or if it should request a nodification
RESPONSE: The Departnent di sagrees with the proposition that the PHAs have
free rein to define away unit vacancies as a function of natural calanties
and/ or market circunstances beyond control. These issues were a mmjor source
of discussion during the negotiation of the PFS Vacancy Rule, and the | anguage
upon whi ch the negotiated rul emaki ng conmttee reached agreenent is faithfully
reproduced in this regulation. For exanple, the comittee deened the term
"natural disaster” sufficiently precise for purposes of establishing a fornula
for determining PFS eligibility.

In the case of a claimfor exenption under any of these "beyond-the-
control" criteria, the PHAs can exclude the units when preparing the PHVAP
certification, but HUD intends that the burden of proof should fall on the PHA
to denonstrate that it has done what it can to remedy the reason(s) for the
vacancy. In the case of a "natural disaster” claim the PHA would be expected
to point to a proclamation by the President or the Governor that the county or
other local area in question has, in fact, been declared a disaster area.
VWere a PHA cl ai ns extraordi nary market conditions, the PHA will be expected

to docunment the market conditions to which it refers (the exanpl es of changing
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popul ati on base and conpeting projects are the sinplest) and the explicit
efforts that the PHA has nade to address those conditions.

The Departnent does not believe that it can draft a regul ation that
concretely defines and delimts all the circunmstances that could affect a
PHA' s capacity to maintain high occupancy |evels, nor does HUD deemit
advisable to attenpt to do so. The PHAs and their parent State and | oca
governments are in the best position to recognize and appreciate specific
| ocal circunmstances. |In this regulation, and in the supporting handbook
gui dance, we will expect that PHAs will be able to provide data with which to
support their self-certifications, and upon which HUD revi ewers can verify
such self-certifications, but HUD believes that it would be counter-productive
to attenpt to define further or to limt the scope of PHAs' capacity to
describe their real-world situations.
COWMENT: One comment proposes that an adjustnment factor be added for
turnovers del ayed because the applicant nust give 30 to 60 days notice (by
| ease) to their current |andlord before noving.
RESPONSE: The Departnment does not agree with the proposed addition. PHAs
shoul d know | ocal conventions on requirenents for notice, and plan their own
managenment activities accordingly, projecting expected turnovers and providi ng
notice to applicants that a unit is expected to becone avail able, for exanple,
far enough in advance to avoid delays in leasing. In those cases where
speci al local circunstances make this unfeasible, the PHA may submit a
nodi fication request to the indicator
COWMENT: One comment requested gui dance on HUD s interpretation of units that

are vacant "for reasons beyond the PHA' s control " asking whether this category
i ncludes itens such as ternite damage, vandalism or casualty |loss that may
not be covered by insurance if there is a high deductible. Two other coments
asked if the exenption would include units delayed for reoccupancy as a result
of heavy vandal i sm since such vandalismis often beyond the PHA's control
RESPONSE: The Departnment does not consider that the exanples cited in the

comment fall under the definition of units vacant for reasons beyond the PHA s
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control. Termte control is simlar to other exanples of pest control and is
consi dered part of the normal naintenance operations of any standard
performance PHA. A well managed PHA shoul d al so have i nsurance coverage for
casualty loss (including vandalisn) providi ng enough coverage to enable the
PHA to repair the units in case of casualty damage. |In cases where special
| ocal circunmstances may make this unfeasible, the PHA should submt a
nodi fication request to the indicator

Definitions
COMMENT: One comment stated that the definition of "under construction" as
related to force account work shoul d be changed to indicate that force account
work has started in the block (as opposed to the specific unit).
RESPONSE: The new rul e has been changed to indicate that force account work
has started either in the unit(s) or in the building(s).
COWENT: One comment stated that the term"units avail able for occupancy”
needs to be clearly defined. Sonme troubled PHAs could argue that a certain
nunber of their units are not available for occupancy because of the extrenely
poor condition of the units.

Anot her coment indicated that the term"dwelling unit” is not defined
in the proposed rule. It should be defined as a unit that is either |eased or
available for lease to eligible lowincone residents. Another coment stated

that the term"available unit” is defined in the preanble and the rul e but

never used again. Instead, the term"unit" is used in connection to the terns
"vacant unit" and "vacancy day". The term"unit days available" is used but
no clear connection is ever drawn between it and "available units". HUD

shoul d clarify and substitute where necessary.
One comment stated that the term "vacant unit" in the rule is different
fromthe termas used in the preanble. The preanble indicates that "units

under | ease for non-dwelling uses should not be included... I n other words,
these units should be excluded. The rule definition states that units under
| ease for police substations, social service providers, etc., are treated the

same as units under lease to eligible famlies. |If an occupant vacates the
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unit, it is made available to another social service provider. These units
are not available for lease to eligible |l owinconme residents, and as such
shoul d not be treated the sanme as units which are available in this
definition. It should be clarified whether these units will be excluded from
t he conputation of vacant units or if they will be counted as occupied units.
Anot her coment stated that units used for non-dwelling purposes and dwelling
units occupi ed by PHA enpl oyees and units used for resident services need to
have additional paraneters defined. This adjustnment may encourage some poorly
run PHAs to use these | oopholes to get a better adjusted vacancy rate.
RESPONSE: The Departmnent agrees that dwelling units used for non-dwelling

pur poses with HUD approval, enpl oyee occupied units, and vacant units approved
for denolition or disposition should not be included as available units in the
determ nati on of occupancy/vacancy rates and the new rule reflects that

change. W also agree with the definition of a "dwelling unit" as a unit that
is either | eased or available for lease to eligible I owinconme residents.
COWENT: Two comments indicated that while the use of the total unit days
avai | abl e as the denom nator in both the actual and adjusted vacancy rates
provides a sinple procedure, it tends to understate the adjusted vacancy rate.
A nore accurate cal cul ati on woul d excl ude the adjusted vacant units from both
t he nunerator and denom nat or

RESPONSE: The cal cul ati on of the vacancy rate and the use of that rate to
determ ne a given grade for PHVAP purposes has been and continues to be
closely linked to the nethodol ogy and definitions used in the PFS. Under the
PFS, a PHA, when cal cul ati ng occupancy or vacancy rates, first determ nes the
total nunber of dwelling units inits inventory (the denom nator portion of
the rate being calculated). Regulations then permt the PHA to exclude units
t hat have been approved for deprogramming (e.g., denolition or disposition) as
t hey becone vacant and units approved for non-dwelling use. These exclusions
refl ect the permanent nature of the action. Units that are undergoi ng
noder ni zati on or are vacant because of circunstances beyond the PHA' s control

are not excluded fromthe denom nator because these actions are not pernmanent.
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By remaining in the denom nator, they will continue to be eligible for
operating subsidy.

The inclusion of units undergoi ng nodernization or units vacant because
of circunstances beyond the PHA's control in the denom nator does not make the
cal cul ati on of the PHVAP adj usted vacancy rate either "nore" accurate or
"l ess" accurate. Wiat is necessary is that the two quantities that conprise
the rate have a logical relationship to each other. In this case, the
relationship is between a PHA's dwelling unit inventory and that portion of
the inventory that is vacant during the PHA's fiscal year. Under both PHVAP
and PFS, there are incentives to mnimze the portion of the inventory that is
vacant and both approaches start by |ooking at the proportion of tota
vacancies to the dwelling unit inventory. |If that rate is |ow enough, the PHA
will maximze its PHVAP grade and its operating subsidy eligibility.

Both PHVAP and PFS al so recogni ze that not all vacancies are "equal." A
PHA with a high nunber of vacant units may still naximze its PHVAP grade and
PFS eligibility if it can show that nost of the vacant units are undergoi ng
noder ni zati on. Wen one nmakes an adjustnent to the total nunmber of vacancies
to exclude those that are undergoi ng nodernization, the PHA is not changing
the fact that the unit is still part of the PHA's dwelling unit inventory.
This is why the adjustnent is only to the nunerator portion of the rate and
not to the denomi nator
COWMENT: One comment indicated that the term "vacancy day" definition uses

the qualifying statement "...unless the vacancy day is exenpted for an

eligible reason.” A "vacancy day" does not lose its status as a "vacancy day"
because it is exenpted. It sinply becones a "vacancy day that is exenpted"
This should be clarified because other terns (like "actual vacancy rate" and
"adj usted vacancy rate") nake reference to it in their definitions. Another
comment proposed that the definition for vacancy day should be nodified to
specify that it pertains to "dwelling” units.

RESPONSE: The Department agrees with the comments and the new rule reflects

t he changes.
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COWENT: One comment indicated that the term"units avail able for occupancy”
is defined as the nunber of units identified on a PHA's ACC ti nmes the nunber
of days avail abl e and asked t hen what nunber should be used for units acquired
or built during the assessment year? Two comments asked whet her occupied
units that have not reached Date of Full Availability (DOFA) are counted or
excluded until they reach DOFA date

RESPONSE: The definition of nunber of "units avail able for occupancy” has
been clarified to exclude three categories of units fromthe nunber of units
identified in the PHA's ACC. The units acquired or built during an assessnent
year will be added on a prorated basis based on the sum of the nunber of days
avai |l abl e of each individual unit added to the ACC. The date to be used for
determ ni ng days available is the date of "End of Initial Operating Period"
(EIOP) for the correspondi ng project. COWMENT: One comment stated that the
formula used for the cal culation of the actual vacancy rate is inconsistent
with that used for the conpletion of PHA financial information and creates the
potential for errors when preparing both the PHVAP certification and the
annual budget documents. The actual vacancy rate shoul d be consi stent

t hroughout all HUD requirenments (i.e., form HUD 51234 and budget forns).
RESPONSE: The Departnment agrees that the definitions and met hodol ogi es for
both PFS and PHVAP shoul d be the sane as |ong as feasible, and the | anguage of
the newrule reflects that.

COWENT: One comment recommrended adding to the list of definitions the terns

"nove-out date,” which is when the PHA regains possession of the unit by the
| egal expiration of the |ease; and "effective | ease date,” which is the date
fromwhich rent is due and payabl e and all other provisions of the | ease are
enf or ceabl e.

RESPONSE: The Department partially agrees with the conment and the new rule
includes the definitions. The "effective |ease date" is the date when the
executed | ease contract becones effective and rent is due and payabl e and al

other provisions of the |ease are enforceable. On the other hand, the "nove-

out date" is the actual date when the resident vacates the unit, which may or
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may not coincide with the [ egal expiration of the | ease agreenent.

Conponent #2, Unit Turnaround

COMMENT:  Two comments stated that if the turnaround cal culation is retained
it should be kept as a separate indicator. Two comrents suggested the
elimnation of this conponent, because unit turnaround neasures efficiency of
schedul i ng mai ntenance activities, which should be covered by indicators #4
and #5.

RESPONSE: The Departnent di sagrees with both of these suggestions. The

requi renent to neasure a PHA's ability to turn around its vacant units is
statutory, whether the statutory requirenent is carried out by establishing a
separate indicator for unit turnaround or by including unit turnaround as a
component of a different indicator. The Departnment agrees with the assunption
that if vacancies are at a grade C or above, a PHA does not have a problem
with turning around vacant units. The Departnent al so disagrees that unit
turnaround solely nmeasures a PHA's efficiency of scheduling mai ntenance
activities. The calculation of unit turnaround also includes down tinme, which
is the tinme between when the unit is vacated and a work order is issued for
the repair of the unit; and |lease-up tinme, which is the tine from when

mai nt enance conpletes the repair of the unit and a new | ease takes effect.
COWENT: Three comrents stated that this conponent does not accurately
measure a PHA's performance in maintaining and | easing their units because
nothing in the conponent shows how many units the PHA had to turn around
during the year. These commenters believed the percentage of units that are
turned around during the year should be included in the formula. For exanple,
if a PHA has a turnaround tine of 20 days, and turned over 45%of their units,
and you multiply the turnaround time (20 days) tinmes the percentage of
turnover (45%, it equals 20 times 45% or nine days. You then subtract nine
days fromthe 20 days to equal a turnaround of 11 days. The commenters felt
that this is a nore accurate neasure of a PHA's ability to nmanage and
turnaround per unit. A PHA with a high yearly turnaround is unduly taxed

under the current formula.



47

RESPONSE: The Departmnent disagrees with this suggestion because this
conponent i s measuring the annual average of time it takes a PHA to turn
around its vacant units, rather than neasuring the turnover rate, which takes
i nto account how many units the PHA had to turn around during the year

COMMENT: Three comments stated that the cal culation of unit turnaround

i ncl udes vacancy days fromprior fiscal years, offering little incentive
(scoring) under the proposed rule for re-occupying older units. It is
recomended that unit turnaround time be capped at one year or 360 days.
RESPONSE: The Departnent di sagrees because to do so would result in an

i naccurate assessment of a PHA's ability to turnaround all vacant units and
woul d provide no incentive for PHAS to ensure that |ong-tern vacant units are
turned around and reoccupied. |In addition, if these units are not included in
the cal culation of this conponent, it would result in a skewed perception of a
PHA's ability to manage its total maintenance/re-leasing activities.
Furthernore, "turnaround tinme" is a termof art and neans all the days that

el apse between one tenancy and the next. |In the event that unusual or special
ci rcunmst ances exists, a PHA may request a nodification to the cal cul ati on of
this conmponent.

COWENT: Two comments feel that this conponent should be given the sanme
exenptions as in conponent #1.

RESPONSE: The Departnment agrees and stated so in both the preanble and the
regul ati on of the proposed rule, as well as in the new rule.

COWMENT: Two comments stated that unit turnaround tine should exenpt seven
days for each PHA-required transfer because one resident has two units tied-up
for a week and sonetines | onger

RESPONSE: The Department disagrees with this suggestion. Al though the tota
time it took the two units nentioned in the comment to be turned around may
have been a week or |onger, each unit was turned around on different days,
with different individual total turnaround tinme. The intent of this conponent
is to nmeasure the annual average nunber of days it takes a PHA to turn around

its vacant units, which includes for each vacant unit a total of down tine,
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make ready tinme, and | ease up tine.

COWMENT: Two comments questioned the definition which states that units are
exenpted fromthe vacancy calculation if special conditions exist that are
beyond control of the PHA. They inquired whether this definition includes
units del ayed for reoccupancy as a result of heavy vandalism They contend
that it shoul d because such vandalismis often beyond the PHA' s control
RESPONSE: The Departnment has determined not to specifically include heavy
vandal i smas part of conditions beyond a PHA's control in this definition
since circunstances for individual PHAs will differ. 1In such a case, a PHA
may submit a nodification request to exclude such units in the cal cul ation of
this component, acconpani ed by justifying docunentation

COMMENT: One comment stated that unit turnaround is assessed based on

cal endar days rather than working days (25%of the tine in 20 cal endar days is
non-working tinme). The commenter contended that it should be based on regul ar
wor ki ng days since nost PHAs cannot afford to pay overtinme salary rates.
RESPONSE: The Departnent di sagrees and will continue to use cal endar days as
the standard for all of the PHVAP indicators. Vacancies, rent collection
etc., are not based on working days, and it would be unrealistic to do so. In
addition, it is easier to calcul ate cal endar days, especially when using an
aut omat ed system due to the necessity of factoring in holidays and weekends
when usi ng wor ki ng days.

COWMMENT: One comment stated that unit turnaround operates agai nst thorough
tenant screening and conpliance with city code requirenents and, therefore,
agai nst the reputation of public housing. These other factors that affect
unit turnaround should be considered, including strict |ease conpliance,

term nating residencies or relocating over or underhoused famlies. The
comment er said that conscientious inplementation of HUD policy can create

| arge turnovers, stress maintenance resources and result in poor ratings,
while a PHA with no turnovers or even |lack of attention to over and under-
housi ng can mai ntain an excellent rating.

RESPONSE: The Department disagrees with this statenent because the
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enf orcenent of and/or conpliance with these factors is part of the ongoing
managenent responsibility of all PHAs. Using good managenent practices, a PHA
shoul d not have a higher turnaround time due to enforcenent and/or conpliance
with the other factors nmentioned in the conment. For exanple, a PHA that
strictly enforces rent collection procedures will typically have fewer
evictions since nore residents will pay rent in a tinmely manner. This
normally will elimnate the need for evictions or situations where huge

bal ances are built up and the resident vacates as a result of not being able
to pay off the indebtedness once court action is taken. |If a PHA enforces the
| ease cl auses regardi ng the upkeep of the unit by occupants through informng
the resident of the famly's responsibility, providing instruction as
necessary, and through inspections, repair, and properly instituted resident
charges, units will tend to be in better condition when vacated, thereby
reduci ng needed repairs and subsequently reduci ng vacant unit turnaround tine.
Additionally, a lack of attention to over and underhoused residents wll
affect a PHA's turnover rate, rather than its turnaround tine.

COWMENT: One comment requested that the Departnent consider the

i npl enent ati on of an exception to the conmponent whereby, if all but one unit
turns over in a tinmely manner, a PHA can request an exception for a
circunmstance that was beyond its control. Even one exception can have a big

i mpact in a small PHA

RESPONSE: The Department agrees, and in the event a truly unusual or special
ci rcunst ance exists, a PHA may submt a nodification request that addresses
the circunstance(s) beyond its control

COWMENT: One comment stated that assessing this conponent based on how the
PHA fared in the first conponent is appropriate and the grading is equitable.
RESPONSE: The Departnent agrees, and will continue to exam ne unit turnaround
as the second conponent under this indicator

COWMENT: One comment stated that if the current turnaround method stays, it
shoul d be a nmeasure of when the unit is ready physically for rental and the

new tenant has commtted to the unit, not necessarily when physical occupancy
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occurs.

RESPONSE: The Departnent di sagrees with the commrent for several reasons.
First, there is no guarantee that maintenance staff will start renovations as
soon as possible after the unit is vacated. Secondly, there is no guarantee
that the first applicant that is offered the unit will accept, thereby |eaving
the unit vacant for a longer period of time. Thirdly, the Departnment believes
that the definition of turnaround tinme takes into account the concerns
expressed in the Departnment's first two reasons for disagreeing. A well
managed PHA coordi nat es mmi nt enance and resident selection activities to
ensure that as many units as possible are avail able for occupancy as soon as
possi bl e by planni ng nmove-ins in advance and notifying applicants as soon as
possi ble. Since the PHVAP assesses nanagenent performance, it is appropriate
to include the managenment of the total maintenance/re-leasing activities in
this component.

COMMENT: One comment (1) disagrees that unit turnaround i s an unnecessary
component for high perforners; (2) feels that this conponent should be

wei ght ed as proposed; (3) believes that an adjusted turnaround tine exceedi ng
30 days is unacceptabl e perfornmance for any managenent agency regardl ess of
the vacancy rate; and (4) believes that the need for a turnaround tinme of 50
days or less to score on this conponent is a poor standard and woul d not show
the results of what may be clear and significant performance inprovenents.
RESPONSE: The Departnent di sagrees with the first statenent because normally,
a PHA (whether a standard or high performer) that achieves at |east a grade of
C for conponent #1 does not have a problemw th turning around vacant units,
i.e., unit turnaround is not a factor in a high vacancy rate. The Depart nent
agrees with the second statenment because the vacancy rate is a clear
mani f estati on of managenent effort and enbodi es the essence of a PHA's

m ssion; therefore, it is weighted nore heavily than the process-oriented unit
turnaround conponent. It is not clear what the coment neant in the third
statenment by "adjusted turnaround tine." This termwas not referred to in the

proposed rule, was not included as a definition, nor was it used in the text
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of the conponent. The Departnent al so disagrees with the fourth statenent and
bel i eves that the range between the grades in this conmponent is equitable for
the new rule.

COWMENT: One comment stated that the proposed rule provides that the

cal cul ation of turnaround tinme for newWy nodernized units starts when the unit
is turned over to the PHA fromthe contractor and ends when the lease is
effective for the new or returning resident. This provision elimnates a

| evel playing field for measuring the normal turnaround time required by a PHA
to restore vacant units to occupancy. The conmenter alleges that this gives
unfair advantage to PHAs that did not need to vacate units for nodernization
and it doubly penalizes PHAs that nodernize units for conpleting nodernization
on large nunmbers of units concurrently. The commenter felt that this
conmponent shoul d neasure the time it takes PHAsS to restore units to occupancy
when they vacate for normal nove-out reasons.

RESPONSE: The Department disagrees with this coment and believes that this
met hod of cal cul ating unit turnaround does provides a |level playing field for
PHAs because it provides a standard nethod that will be used by all PHAs. The
Depart ment does not believe that this nmethod of cal culating unit turnaround
gives an unfair advantage to any PHA, regardless of the scope or type of
noderni zation. A unit that is nodernized with the resident in place is not
included in the calculation of this indicator because it has not been vacated
and subsequently turned around; therefore, there is no advantage to be
considered. |If a PHA vacates a unit to nodernize, the time it took to
nmoderni ze the unit is not included in unit turnaround time regardless of the
nunber of units conpl eting nodernization concurrently. A PHA should be able
to plan for move-ins in advance and notify applicants in sufficient time to
coincide with the availability of units. This conponent will continue to
nmeasure unit turnaround for whatever reason the unit is vacated and turned
around.

COWMENT: One comment recommended that average turnaround time be defined as,

"the annual average of the total nunber of turnaround days between the |ega
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expiration date of the i mediate past | ease (whenever that occurred, including
in sone previous fiscal year) and the date a new | ease takes effect, that
being the date fromwhich rent is due and payable and all other provisions of
the | ease are enforceable.” This allows PHAs to take into consideration the
wi de variety of local ordinances and State statues that effect the term nation
of a | ease and date the PHA thereby regains possession of the unit.

RESPONSE: The Department agrees, in part, with this recommendati on, and wl|

change the definition of average turnaround tine to read, "...the annua
average of the total number of turnaround days between the latter of the |ega
expiration date of the i mediate past | ease or the actual nove-out date of the
fornmer tenant (whenever that occurred, including in some previous fiscal year)
and the date a new | ease takes effect.” This change will take into

consi deration the wide variety of State and | ocal |aws that effect the
termnation of a lease. By retaining the actual nove-out date of the forner
tenant in the definition, a PHA is not penalized for doing evictions, since in
such cases, the resident usually vacates after the | egal expiration date of
the lease. It should be noted that in the rare case where an applicant
executes a |l ease and noves into the unit prior to the conpletion of m nor

repairs, the calculation of turnaround tine continues until the repairs to the

unit have been conpleted by the PHA

I ndi cat or #2, Mbdernization - § 901. 15:

The weight for this indicator has been increased to x1.5 in the new rule
to reflect the inportance of planning for and allocating scarce nodernization
f undi ng.

COWENT: Ten comments supported the greater enphasis being given to
obligation of funds in relation to expenditure of funds for conponents #1 and
#2.

RESPONSE: The Departnent concurs that by assigning nore weight to fund
obligation, and less to fund expenditure, the rule largely renoves the

di sincentive for PHAs to accept inferior work products from contractors.
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COWMMENT:  Two comments recomended that there should be internedi ate grades
for conponents #1 and #2 that allow for varying tines beyond the required
deadlines (e.g., within one year after deadline = C, two years = D, etc.).
Interimgrades shoul d be adopted to recognize that capacities vary between
PHAs and the size of their nodernization prograns. One nethod would be: A for
100% B for 90 - 99.9% C for 80 - 89.9% D for 70 - 79.9% and F for bel ow
70% If the Departnment remmi ns adamant that these are too many grades, then
at least a grade of C should be available for > 80% but < 100% Anot her
comment suggested that conponents #1 and #2 should have nore grades (A-F) to
all ow smal |l amounts of funds to be expended/obligated w thout scoring an F.
For exanple, 99% of funds obli gated/ expended woul d receive a score of B, and
95% of funds obligated/ expended woul d receive a score of C.  Another comment
recommended that all conponents should have grades A-F; |arger PHAs may have
mul ti pl e noderni zati on projects being run sinultaneously. A problemwith just
one such project should not be the cause of a failing grade. In addition

anot her comment reconmended that an internedi ate grade of C should be created
for conponents #1 and #2 for PHAs that, for exanple, are one year behind the
expenditure or obligation tinme. Sone PHAs may need to accunul ate funds over
several years in order to fully carry out their strategic plans. Another
comment reconmended that |arge PHAs that adm nister conplex, nmulti-year
prograns that exceed $100 million in a single year, be given nore flexible
standards than are proposed for conponents #1 and #2. The proposed rule
refers to the HUD approved original inplenentation schedule, and the previous
interimrule refers to the HUD approved revi sed schedule. HUD should allow a
grade of A for these two conponents where the HUD- approved original or revised
i mpl enent ati on schedul e all ows | onger than three years to expend all funds,
and the PHA is either in conpliance with that schedule or has tinely self-
executed an extension of the HUD approved deadline for valid reasons beyond
its control

RESPONSE: The Departnment does not agree with these conments since conponents

#1 and #2 adequately take into account situations where |longer tines are
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appropriate in the original inplenentation schedule or are necessary in the
revi sed i npl enentati on schedul e due to reasons outside of the PHA's control
The Departnent believes that it is appropriate to distinguish between tine
ext ensi ons due to reasons outside of the PHA's control (which have no adverse
i npact on the PHA's score on conponents #1 and #2) and tine extensions due to
reasons within the PHA's control (which avoid fund recapture, but have an
adverse inpact on the PHA's score on components #1 and #2). The Depart nent
notes that the need to use |leftover funds is a reason for a tinme extension
outside of the PHA's control. 1In addition, the Departnent notes that while

| arger PHAs have nore funds to obligate and expend, such PHAs al so have
greater resources and capacity to inplement their prograns; therefore, size of
programis not appropriate in nmeasuring fund obligation and expenditure

per f or mance.

COWMENT: Six comments expressed concern about how HUD will define
"significant findings" for conponents #3 and #4 in the newrule. This is a
very critical issue since HUD staff judgnents vary widely fromcity to city.
Significant findings should be really significant. PHAs should have the
opportunity to see and conment on the definition

RESPONSE: The Departnent has revi sed conponents #3 and #4 to include a
definition of "findings." The Departnent has elinmnated the term
"significant" since, by definition, all findings nmade in connection with HUD
monitoring or an audit are significant. |Itens that are not significant are
consi dered to be observations and are not designated as findings.

COWMENT: Two comments di sagreed that obligation of funds should be wei ghted
hi gher than expenditure of funds. Oten it is easier to enter into a contract
than it is to conplete one. Enphasis should be on a PHA's planning efforts
and its record of delivering prom sed work.

RESPONSE: The Departnment does not agree with this comment. The Depart nment
bel i eves that the nore time-consum ng part of inplenmentation involves the
design work, the bid process, and the award of contract. |In the overwhel m ng

majority of cases, fund expenditure occurs routinely after fund obligation, in
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accordance with the schedul e for periodic paynments.
COWMENT: Two comments were uncl ear about the reporting requirenents for a
sel f-executed tine extension for obligation of funds and suggested that the

Department provide a short list of exanples of the types of circunstances "out
of the control of the PHA" which would warrant a sel f-executing extension
RESPONSE: The Departnent has revi sed conponents #1 and #2 to provide
addi ti onal exanples which are: unforeseen delays in contracting or contract
adm ni stration; and need to use left-over funds froma conpl eted noderni zation
program for additional work. Additional exanples will be provided in the

revi sed PHVAP Handbook 7460. 5.

COWMENT: One comment stated that it was not clear what data were being used
to score conponents #1, #2 and #5, and suggested that HUD needs to develop a
procedure reflecting PHA performance in the sane fiscal year as ot her PHVAP

gr ades.

RESPONSE: The Department scores conponents #1 and #2 on the basis of Federa
Fi scal Year (FFY), not PHA fiscal year, in order to provide a uniform
measurenent for all PHAs, without regard to the relationship between the
construction season and PHA fiscal year. The Department scores conmponents #3,
#4, and #5 based on the status of the PHA s nodernization program's) as of the
PHA's fiscal year end. The Departnment intends to continue these bases for
scori ng.

COWENT: One comment noted that the conmponents are well described and the
grading is equitable.

RESPONSE: The comment is noted by the Departnent.

COWENT: One comment recommended that only fund obligation should be neasured
since in fact this is the only activity really under a PHA' s control, with
expendi tures affected by contractor progress, litigation, and other outside
factors.

RESPONSE: Fund expenditure is a performance neasure mandated by the 1992
Appropriations Act and, therefore, must be included.

COWMENT: One comment recommended that the noderni zation indicator be changed
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for the assessnent of the CGEP. Requirenents for measurenents should be in

| arge percentages rather that itenms of work (i.e., 33%of all funds three
years old or |ess should be obligated). Further detail should not be

requi red. HUD shoul d nodel these reporting requirenments on those of the CDBG
program There should be flexibility for expenditure rate requirenments based
on circunstances beyond PHA control, such as contractor default, the discovery
of hidden conditions, etc.

RESPONSE: The Departnent believes that the conmponent on fund obligation
appropriately assesses performance under the CE. The CGP provi des annua
formula funding for nodernization. Accordingly, such stable and predictable
fundi ng shoul d enable CGP PHAs to plan and inpl enent their nodernization
progranms in an expeditious manner. The Departnent strongly believes that two
years is adequate tinme for nost PHAs to obligate all funds, but provides for a
| onger time period where appropriate.

COWMENT: One comment recommended that fund obligation be extended to three
years rather than the two proposed.

RESPONSE: The Departnent believes that two years is a nore appropriate
measure of performance. However, the Departnent notes that the PHA may
propose, and HUD may approve, inplenmentation schedules with fund obligation
deadl i nes of |onger than two years due to local differences in work scope and
conpl exity, construction seasons, material or equi pnent supply, or State/loca
contracting requirenments.

COWMENT: One comment questioned how HUD wi || know whet her the PHA extended
the target date within 30 cal endar days after the deadline and whether such
ext ensions were for reasons outside of the PHA's control. These conponents
are not certified by the PHA, but are graded by HUD based on HUD i n-house
information. HUD will only know what it can gather from LOCCS and from on-
site reviews. Assessnents will be very inconsistent and of questionable
accuracy.

RESPONSE: A PHA is currently required to informHUD if it has extended the

target date for fund obligation so that HUD may enter the revised date into
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the Line of Credit Control System (LOCCS). A PHA also is currently required
to report on all tine extensions that it issued and the reasons for those
extensions in its annual CGP performance and eval uation report for the program
year ending June 30. If a PHA issues a tine extension between June 30 and
Septenber 30, it will be required to inform HUD so that conponents #1 and #2
may be scored correctly. |If the State/Area Ofice fails to take into account
a tine extension nade by the PHA, the PHA may appeal its score to the

State/ Area Ofice so that the corrected informati on may be used in rescoring.
COWMENT: One comment stated that conponent #1 is an exanple of excessive
flexibility, in that a PHA can m ss the performance target but still receive a
grade A by executing a self-inposed tine extension within 30 cal endar days
after the expenditure deadline so long as the extension is for conditions

whi ch the PHA determnes is beyond its control. A PHA also can manage this
requi renent by sinply including in its original inplementation schedule, a
time period | onger than three years to expend its nodernization funds. The
same options are available in connection with conponent #2.

RESPONSE: The Departnent believes that PHA flexibility to issue tine
extensions for reasons outside of the PHA's control is critical to

stream ining programrequirenments and is an inportant tool in expediting
program i npl enentation. HUD still approves the original inplenentation
schedul e and may require a shorter tine period if a PHA proposes a tine period
that is too long. Also, HUD reviews the basis on which the PHA issues a tine
extension and, if inappropriate, may withdraw the PHA's authority to do so,
thereby requiring that all future tinme extensions be subnmitted for prior HUD
approval .

COWMENT: One comment questioned the term "noderni zation"” as used in
conponents #1 and #2. Does it mean Cl AP/ CGP only, or the larger definition of
"nmoder ni zation" found in the term "approved funded, on-schedul e annua
noder ni zati on progran?" The conment contended that the rule uses two
different definitions of the term"nodernization": one that is Cl AP/ CG° only;

and one that includes nore than just Cl AP/ CGP
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RESPONSE: Al l conponents apply to both the C&, the Cl AP and | ead based pai nt
ri sk assessment (1992-1995). Only conponents #3, #4 and #5 apply to funding
under the HOPE VI Program and the Vacancy Reduction Program for the assessnent
of this indicator. The new rule has been revised to include this |anguage.
COWENT: One comment recomended that HUD decoupl e the fund obligation
deadl i ne from specific nodernization projects. This is in keeping with HUD s
approach in the community devel opnent program arena where HUD tracks a

speci fied anpbunt of funds obligated each year regardl ess of the year in which
HUD al | ocated the funds to a locality.

RESPONSE: The Departnent does not agree with this comment since each annua
grant nmust be individually tracked and cl osed out.

COWMENT: One comment stated that conponents #1 and #2 do not neasure the
adequacy of noderni zation efforts or address the adequacy of the overal

mai nt enance program of the PHA

RESPONSE: The Department points out that both conponents are nandated by
statute. The Department believes that conmponent #2, fund obligation, is a
critical indicator of nodernization performance. Neither conponent is

i ntended to address the adequacy of the PHA's overall naintenance program
COWMENT: One comment stated that a PHA's potential score for conponents #3
and #4 seens to be subject to the timng of a HUD nonitoring visit. A PHA
shoul d not be graded on these conponents unless at |east three nonths have

el apsed between the date of HUD s nonitoring report to the PHA and the end of
the PHA's fiscal year; also, the tine frame for HUD revi ews shoul d be
clarified.

RESPONSE: The Departnent agrees that a mininumtinme should be specified
between the date of HUD s nonitoring report or audit is provided to the PHA
and the end of the PHA's fiscal year in order to give the PHA sufficient tinme
to correct all findings. Accordingly, the Departnment has revised conponents
#3 and #4 to reflect a mnimumtinme of 75 cal endar days.

COMMENT: One comment stated that a clearer distinction should be established

between an "A" and a "C' grade for conmponents #3 and #4; i.e., that a PHA nust
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"have corrected" all findings versus "be in the process of correcting" al
findi ngs.

RESPONSE: The phrase the "PHA has corrected” all findings neans that HUD
concurs in the PHA's determ nation that the violation no | onger exists and
that HUD is ready to close the finding or has already closed it. The phrase
the "PHA is in the process of correcting” all findings means that the
violation still exists and the finding is not yet ready to be cl osed.

COWMENT: One comment supports an appeal process in the event a PHA and HUD

di ffer on what constitutes "significant findings."

RESPONSE: As stated, above, this | anguage has been changed and the term
"significant"” has been elimnated. 1In addition, the PHVAP rule at § 901.125
sets forth the PHA' s right of appeal

COWMENT: One comment recommended that HUD use qualified building inspection
firnms or inspectors, in conbination with qualified HUD engi neers as they are
avail able to i nspect the physical work that is conpleted rather than the Corps
of Engi neers.

RESPONSE: The Departnent intends to use all resources available to it,
including the U S. Arny Corps of Engineers, for inspection of approved
noder ni zati on prograns.

COWENT: One comment recommended that conponent #5 be covered under indicator
#6, financial managenent, since financial nanagenment of the nodernization
programis part of the overall financial nanagenent of the PHA' s prograns.
RESPONSE: The Department rejects this conment since the nodernization budget
controls are so integral to inplenentation performnce by a PHA

COWMENT: One comment supported the change to conponent #5 that reflects the
flexibility recently provided to CG PHAs to nove work itens between approved
annual statenents and the five-year action plan and to address energency itens
not reflected in either docunent. Another comment noted that emergency CGP
wor k does not require prior HUD approval .

RESPONSE: The Departnent agrees that energency CGP work does not require

prior HUD approval and has revised conmponent #5 to specifically exclude



60

ener gency worKk.

COWENT: One comment proposed a new conponent related to the incorporation of
work orders, which are identified by yearly inspections of systens and units
and deferred for nodernization, in the nodernization plan

RESPONSE: The Departnment does not agree with this comment because all work
orders are tracked under indicator #4 in the newrule. A work order deferred
for nmodernization is any work order that is conbined with simlar work itens

as defined in § 901.5.

I ndi cat or #3 Rents Uncol l ected - § 901. 20:

COWMENT: Ten comments supported the sinplification of the indicator and the
gradi ng net hod, without further comment.

RESPONSE: The coments are noted by the Departnent.

COWMENT: Ten comments sought a variety of additional exclusions from

"dwel ling rent” such as charges for anounts that cannot be collected by the
PHA wi t hout stopping the eviction process, anounts owed by tenants no | onger

i n possession, disputed ambunts, ampunts witten off, or amounts abated. One
PHA t hought that the indicator was inconsistent with the one strike policy in
i ndi cator #8 because a resident evicted for selling drugs would be charged
dwelling rent that could not be collected during the eviction process.
RESPONSE: The Departnment does not agree. The reasons for nonpaynent of rent
are varied and the specific conditions nmentioned are not unique. The purpose
of the indicator is to assess a PHA's ability to deal with conditions for
nonpaynment effectively to collect the rent due; excluding the charges rel ated
to all possible reasons for noncollection would defeat the purpose of the
indicator. A PHA may request a nodification or exclusion to this indicator
due to highly unusual or unique circunstances.

COWMENT:  Five conments pointed out inconsistencies in termnology in the

i ndicator that they believed made the indicator unclear. One coment stated
that the term nology in 8 901.20 doesn't have the sanme specificity as the

summary. The | anguage in 8 901. 20 needs to be revised to conformw th the
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summary and the definitions. There were four conments regarding the
definition of the terms "current dwelling rent billed,” "current dwelling rent

uncol l ected,” "percent of current dwelling rent," and "rents uncollected."
RESPONSE: The terminology referred to in the corments has been changed in the
new rule to be consistent.

COWMENT:  Four conments stated that uncollected rent of 2% or less for a grade
of A was unduly restrictive and not in line with the private market standard.
The conments requested that the 2% be changed to 5% to conformto industry

st andards.

RESPONSE: The Department believes that the percentage for grade Ais fair

since this grade represents the truly outstanding PHA, rather than the

i ndustry standard. The industry standard of 5%is reflected in grade C of

this indicator, and denotes standard performance.

COWMMENT:  Two comments noted that the indicator is not as sinple as it seens

since data required by the indicator is not readily available in the
accounting system One comment stated that the nethod should not be changed

fromthe interi mnethod

RESPONSE: The Departnment recogni zes that accounting systens do not usually
collect or conmpile the specific tenant accounts receivable information
required for indicator #3 as proposed; therefore, the proposed indicator has
been changed to incorporate information that is collected by PHAsS to compile
ot her tenant accounts receivable and financial reports. The major change

bet ween the new indicator and the current nethod is that the new indicator
includes only information for tenants in residence during the assessed fisca

year.

COWMENT: One PHA conmented that rent collections are so inportant that the

i ndi cator should have a wei ght of x3.

RESPONSE: The Department agrees that rent collections are inportant to the

financial health of the PHA, and it has the second hi ghest weight of all the

i ndicators. The weighting has been sinplified to a ten point scale, with only

i ndi cator #1, vacancy rate and unit turnaround, having a weight of x2.
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I ndi cator #4, Wrk Orders 8 901. 25:

CGeneral Conments

COWMENT: Many conments received were generally supportive of the revised
requirenents of this indicator. Mst indicated that the changes nade to this
indicator will create a managenent tool that is nore equitable and provide a
nore accurate nmeasurenent of work order conpletion

RESPONSE: The coments are noted by the Departnent.

COMMENT:  Four conments stated that recording the time for conpleting

ener gency and non-energency work orders is unnecessary and unproductive. The
extra adm nistrative expense to record the tinme of processing work orders is
not justified. One coment stated that this change will put an excessive
burden on small PHAs in tracking the time involved on routine (non-emnergency)
work orders due to the many factors which can effect howlong it takes to do a
wor k order.

RESPONSE: The Departnment does not agree with this statenment. This indicator
is a statutory requirement under the PHVAP. The preanble to the PHVAP rul e
and the newrule state that "inplicit in this indicator is the adequacy of the
PHA' s work order systemin ternms of how a PHA accounts for and controls its
work orders, and its tineliness in preparing/issuing work orders.” Therefore,
t here shoul d not be substantial additional adm nistrative expense since an
adequate work order system nust be able to track and control work orders from
the dates/tinmes of when the work orders were initiated to the dates/tinmes when
t hey were conpl et ed

COWENT: Two comments stated that enmergency work orders should be at | east
equal in weight to non-energency work orders.

RESPONSE: The Departmnent believes that since enmergency conditions nust be
abated i medi ately or no |onger than 24 hours fromwhen first reported, the
tracking and controlling of non-emergency work orders would provide nore
accurate informati on of PHA work order performance. Hence, nore weight is

given to the PHAs' non-emergency work order activities. However, the weight
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of the total indicator in the newrule is x1.

COWMENT: Two comments stated that the definitions for cyclical work orders
and preventive maintenance are very simlar, which is especially distressing
because the proposed rule is very clear in its requirenent that the two not be
conf used.

RESPONSE: The Department agrees that there are many instances in which PHAs
m ght not use the work order process to do general cleaning activities, pick
up trash or change light bulbs. Wen they do, these work orders are
classified as cyclical work orders and are excluded from conponent #2, non-
energency work order, calculation. Oher exanples of cyclical work orders

m ght be work orders that are routinely witten each year to replace furnace
filters, clean out site and roof stormdrains or raking | eaves in the fall
Preventi ve mai ntenance work orders are usually generated from preventive

mai nt enance i nspections. They are primarily related to the nodification or
repair of physical systens of units, buildings and grounds. The Depart nment
wi Il include exanples of cyclical and preventive work orders in the revision
of the PHVAP Handbook 7460. 5.

COWMENT: Two comments stated that for work orders done by outside
contractors, which may take longer to conplete or that require special parts,
if a vendor has difficulty in securing a part, the PHA woul d be penalized even
t hough the living conditions in the unit aren't conprom sed.

RESPONSE: The Departnment does not agree with this comment. The Depart nment
has provided up to 25 days for the average time to conpl ete non-energency work
orders in order for a PHA to achieve a grade A for this conponent. This is
quite liberal as conpared to the private sector. The few cases that m ght
exceed the 25 day period, due to a wait on a special part, should not
significantly inpact a final PHVAP score. 1In regards to energency work
orders, if the emergency condition in a particular unit cannot be corrected or
abated within the 24 hour time frame, the resident(s) could be noved out of
the unit, which would abate the emergency situation

COWMENT:  Two comments wants to know if the reduction of days needed to
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conplete work orders affect grades A and B, or is it only taken into

consi derati on when the grade is C or less. Under what conditions may a PHA
make such an election? To this, the rule appears to be silent.

RESPONSE: The reduction of days needed to conpl ete non-energency work orders
is only taken into consideration when the grade is C or |less. The Departnent
has revised the reduction of days needed to conpl ete non-enmergency work orders
during the preceding three years to conformw th other changes in the new
rule.

COWMENT: One comment stated that this indicator is poorly witten and needs
additional clarification.

RESPONSE: The comment is not specific as to where the clarifications are
needed. The Departnment wants a new PHVAP rule that is clear, concise and easy
to understand, and wel cones any and all suggestions on how it can achieve that
goal. If sone areas of the rule are unclear to a reader, or needs further
interpretation, he/she can contact the local State/Area Ofice for assistance.
COWMENT: One comment stated that PHAs may need technical assistance to
construct an effective tracking systemw t hout spendi ng scarce funds on
addi ti onal software or special tracking systens.

RESPONSE: The Departnent agrees with this comment and maintains that PHAs
must have in place an adequate work order systemthat tracks and controls work
orders fromthe dates that they were initially entered into the systemto the
dat es when they were conpleted. The necessary information to grade energency
and non-energency work orders should be readily accessible fromthe data in
the PHA's work order system However, if the PHA' s existing system cannot
performthe necessary tracking function, it should be a priority of the PHAto
up-date the existing systemor replace it with one that can. To that end, HUD
is always available to provide appropriate technical assistance.

COWMMENT: One comment stated that there should be a one year delay in

i mpl enent ati on.

RESPONSE: The Departnent has determined that the revisions in the new PHVAP

rule will apply to PHAs with fiscal years ending the quarter after the new
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PHVAP rule is published in the FEDERAL REQ STER

COWMENT: One comment stated that this indicator does not provide any neans
for measuring the effectiveness of a PHA's response to deficiencies identified
i n inspections.

RESPONSE: The Departnment agrees. Measuring the effectiveness of PHA response
to deficiencies is too subjective and woul d not necessarily be the same from
PHA to PHA; PHVAP neasures performance

COWMMENT: One comment stated that a confirmatory review should be required
each year by qualified HUD staff or building inspection firns.

RESPONSE: The Departnent di sagrees due to the | ack of resources. Risk
managenent is used to determne where confirmatory reviews are nost needed

Conponent #1, Energency Wrk Oders

COMMENT: One comment stated that the evaluation for gradi ng emergency work
orders under conponent #1, is too tight, i.e., 99% of the energency work
orders conpleted or abated within 24 hours for a grade A and down to 95%

conpl eted or abated for a grade F

RESPONSE: The Departnment does not agree. The Departnent defines energency as
physical work itenms that pose an imedi ate threat to the life, health and
safety of residents or that are related to fire safety. |f energency work
items cannot be conpl eted or abated within 24 hours, the PHA coul d nove the
resident out of the unit until the energency work is conpleted or abated. The
renoval of the resident(s) fromthe emergency condition is considered
abatement. Therefore, correcting or abating an emergency situation should
never exceed 24 hours.

COWENT: One comment stated that a nore specific definition of emergency work
orders should be given, possibly including exanples.

RESPONSE: Energency neans physical work itens that pose an | MVEDI ATE t hr eat
tolife, health, safety, or property, or that are related to fire safety

Some of the nore easily definable energency situations would be: (1) an
unheal t hy or undrinkable water supply; (2) a gas |leak; (3) a broken sanitary

sewer |ine where sewage i s ponding on the surface of the ground; (4) failed
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heating systens in colder winter climates; (5) hazardous el ectrical systens;
non-wor ki ng snoke detector or fire alarmsystem and (7) toxic materi al
situations such as exposure to asbestos or defective | ead-based paint.
Situations such as | eaky roofs, broken wi ndows or stairways m ght be
classified as an emergency dependi ng on specific circunstances and the degree
to which the situation is an inmmedi ate threat to tenant health, safety or to
property. Tenporarily covering a hole in the roof or broken w ndow, or
closing off a stairwell until the condition can be corrected woul d be

consi dered energency abatenment and woul d change these types of work orders
fromenergency to regular (non-energency) work orders. The Departnent will

i ncl ude exampl es of energency and non-energency work orders in the revision of
t he PHVAP Handbook 7460. 5.

Conmponent #2, Non- Emergency Wrk O ders

COWENT: Two comments stated that excluding cyclical work orders fromthe
calculation of this indicator serves to create what nmust be an unintentiona
di sincentive to devote staff resource tinme to routine daily maintenance work.
The PHA that devotes all of its maintenance resources to conpeti ng PHVAP
measured work orders while ignoring trash on the grounds and in the hallways
wi Il score higher than a PHA that devotes its resources to daily maintenance
as well as inspection and resident initiated work orders. Unless the PHVAP
rule intends to cause PHAs to place a very low priority on the conpletion of
dai ly mai nt enance work orders, work orders generated to acconplish this work
shoul d not be excluded fromthe calculation of this indicator
RESPONSE: The Departnment di sagrees with this suggestion since this conponent
was designed to only neasure PHA performance in conpleting work orders and was
never intended to place daily maintenance work at a low priority or ignore
trash on the grounds and in the hallways. Normally, tasks such as picking up
trash, etc., are perfornmed by | aborors and woul d not be covered by a work
order. Work orders exenpted for nodernization, issued to prepare a vacant
unit for re-rental, or issued for the performance of cyclical naintenance are

not necessarily the same fromPHA to PHA and consequently, would tend to skew
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the performance grade results fromPHA to PHA if they were not exenpted
COWMENT: One comment stated that preventive mai nt enance work orders are not
exenpted fromthe cal cul ati on of this conponent and should be. This PHA

i ssues over 3,000 work orders for preventive maintenance to be performed on
the heating systens over the period of the three to four nonth non-heating
season. |If these are included in the count, there is no possible way for this
PHA to obtain a high score for this conponent since the work could never be
conpleted in 25 days or |ess.

RESPONSE: It appears that the work orders described above shoul d be
classified as cyclical work orders, which are excluded fromthe non-energency
calculation. |If this is not the case, the PHA does have the option to request
HUD s approval of either a nodification or exclusion of this indicator
COWMENT: One comment stated that to divide work orders anong routine and
energency, then determ ne average nunber of days it took to conplete them
assunes that only closed work orders will be counted under this indicator, and
any work order that is not closed will be counted against the following fisca
year as we currently do with vacant units. Please clarify.

RESPONSE: The cal cul ation of this indicator includes: the nunber of days in
the assessed fiscal year it takes to close active non-energency work orders
carried over fromthe previous fiscal year; the nunber of days it takes to
conpl ete non-energency work orders issued and cl osed during the assessed
fiscal year; and the nunber of days all active non-energency work orders are
open in the assessed fiscal year, but not conpleted. The new rule includes a
definition of the average nunber of days for non-enmergency work orders to be
conpl et ed.

COWENT: One comment stated that this indicator should specifically state
that HUD wants all preventive maintenance work orders tracked rather than
focusi ng on exclusions and thus, place proper enphasis on preventive

mai nt enance.

RESPONSE: The Departnment agrees and has added specific | anguage to the new

rule stating that all preventive maintenance work orders are to be tracked, as
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wel | as which type of work orders are exenpted fromthe cal culation of this

i ndi cator.

§ 901.30 Indicator #5, Annual Inspection of Units and Systens.

CGeneral Conments

COWMENT: Three comments support the inprovenments in this indicator,

particul arly reducing the conponents fromfour to two and eliminating
redundanci es.

RESPONSE: HUD agrees that it is nore appropriate to track all work orders,

i ncludi ng i nspection generated work orders, under indicator #4. |Indicator #5
now focuses nore on a PHA's ability to determ ne short-term mai ntenance needs
and | ong-term noder ni zati on needs.

COWENT: Three comrents expressed concern about the possible subjective
interpretation of the adequacy of a PHA' s inspection systemby HUD field
staff. A clear and reasonabl e description of an adequate inspection system
shoul d be included in the rule.

RESPONSE: The preanble to the proposed rule stated that the adequacy of a
PHA' s inspection programwi |l be part of the confirmatory review in ternms of
the quality of a PHA's inspections, and how a PHA tracks both inspections and
needed repair, and the adequacy of a PHA's inspection systemis also included
in the new rule. The Departnent recognizes that what is adequate for one PHA
may not be adequate for another PHA, thereby making this termgeneral in
concept. Exanples of inspection systens will be included in a gui debook on

t he conduct of confirmatory reviews and in the revised PHVAP Handbook 7560. 5.
COWMENT: Two comments stated that the two conponents are well described and
are graded equitably. However, it should be clarified if damages caused by
residents that are not reported to mai ntenance for pronpt repair could be
exenpted and considered as repairs for code conpliance.

RESPONSE: |If a unique or unusual circunstance were to occur, a PHA could
request a nodification to this indicator to avoid being penalized for

ci rcunst ances beyond its control. However, one of the purposes of an annua
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unit inspection is for a PHAto be able to identify, at |east annually, the
condition of its housing stock. Since this indicator no | onger neasures the
amount of tine it takes to correct unit/system deficiencies, the annua

i nspection would sinply initiate corrective action.

COWMMENT: One comment stated that this indicator is poorly witten and needs
additional clarification.

RESPONSE: The comment is not specific as to where the clarifications are
needed. The Departnment wants a new PHVAP rule that is clear, concise and easy
to understand, and wel cones any and all suggestions on how it can achieve that
goal. If sone areas of the rule are unclear to a reader, or needs further
interpretation, he/she may contact the local State/Area Ofice for assistance.
COWMENT: One comment stated that PHAs nust have adequate tinme to change the
manner in which they track annual inspections and needed repairs.

RESPONSE: The Departnment agrees, and the newrule will apply to PHAs whose
fiscal year ends the quarter after the publication of this rule in the FEDERAL
REGQ STER.

COWENT: One comment recomended that a confirmatory review of this indicator
be required each year by HUD or qualified building inspection firns that would
track whet her each itemwas conpleted or whether it was referred to a work
order and when the work order was conpl et ed.

RESPONSE: The Departnment di sagrees because these issues are nore properly
exam ned under indicator #4, work orders. Also, due to the |lack of resources,
ri sk managenment is used to determ ne where confirmatory revi ews are nost
needed. However, when HUD conducts a confirmatory review of indicator #4, the
itens nmentioned in the comment are verified and confirned.

COWMENT: One comment stated that conmponent #2 shoul d have a hi gher wei ght.
The conmenter suggested that there should be a new conponent that requires a
mont hly wal k t hrough of the common areas, with the results of these inspection
bei ng avail abl e for HUD nonitoring.

RESPONSE: The Department di sagrees with both parts of the comment. HUD

bel i eves that the inspection of units and the inspection of systens are



70

equally inportant to the quality of a PHA's housing stock and, therefore, each
conponent is weighted equally. The Departnent believes that adding a new
conponent that requires a nmonthly wal k through of the common areas woul d
result in the m cromanagenent of PHAs.

COWMENT: One comment asked why the proposed certification formasks the
guestion, "Percent of units nmeeting HQS. "

RESPONSE: Thi s question has always been on the certification form The
Departnment requests this information for trending and statistical purposes.
COWENT: One comment felt that this indicator has been severely weakened
Poor property managenent may be rewarded sinply because inspections have been
conducted. The necessary followup to correct identified deficiencies is not
addressed in the proposed rule.

RESPONSE: The Departnent di sagrees with this comment because inspection
generated repair itens are tracked under indicator #4, work orders.

COWENT: One comment suggested that units under proposed denolition and

di sposition applications that are vacant should be excluded fromthis

i ndi cator.

RESPONSE: The Departnent does not agree with this comment. There have been
and will continue to be significant differences between initiating the
application process and receiving approval to di spose or denvolish.

COWENT: One comment does not agree with the exenption of occupied units that
the PHA has made two docunmented attenpts to inspect because this could becone
an excuse for PHAs with poor inspection prograns.

RESPONSE: The Departnent di sagrees that such a situation is likely to happen
because the | anguage of the exenption goes on to state that PHAs may cl ai m
this exenption only if it can docunment that appropriate legal action (up to
and including eviction of the legal or illegal occupant(s)), has been taken
under the provisions of the | ease to ensure that the unit can be subsequently
i nspect ed.

COWMENT: One comment observed that the expanded definition of what units are

excluded fromthe calculations are an inprovenent. It seens logical to



71

exclude units in the sanme category as in the vacancy indicator. However,
there is concern about the exclusion of "units vacant for circunstances and
actions beyond the PHA's control." The concept is too vague. There will be
situations cited that may arguably be within an agency's control. HUD shoul d,
mnimally, identify a short list of exanples as a guide to PHAs and HUD
State/ Area O fices.

RESPONSE: The Departnent agrees and this rule has been revised to
specifically state the all owabl e exenptions for indicator #5.

COWMENT: One comment agrees with excluding units docunented as uni nhabitable
but feels the termshould be defined (e.g., condemmed by |ocal health
department). In addition, PHAs with uni nhabitable units should indicate what
pl ans they have to denolish and di spose of such units.

RESPONSE: The | anguage for this indicator already states that units that are
docunented to be uni nhabitable by order of the |local health departnent may be
exenpted. To further enunerate all of the possible Federal, State or |oca
agenci es that could be involved in such a process is unnecessary since
situations differ fromPHA to PHA. However, if units have been determined to
be in such a state as to be designated uni nhabitable, HUD strongly recomends
that PHAs at |east inspect these units annually to verify the structura
integrity of the building. This is particularly inmportant for scattered site
units and | ong-termvacant buildings. 1In addition, a CG PHA has to address
t he physical needs of all of its devel opnents in its Conprehensive Pl an

Conmponent #1, Annual |nspection of Units

COWENT: Three conments stated that HQS should remain as the standard, with
the PHA expandi ng on the HQS requirenments to include |ocal code itens.

O herw se, HUD woul d need know edge of many different [ocal codes to properly
assess PHA actions. The comenters added that it would be necessary to adapt
HQS at the highest |ocal standard or a PHA woul d have to nodify inspection
standards based on where the unit was | ocated.

RESPONSE: The Department requires that HQS be used as the inspection criteria

for PHAs only if there are no | ocal occupancy and/or housing codes that cover
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a PHA's jurisdiction. The PHVAP Handbook 7460.5 requires that a PHA conmply

wi th | ocal occupancy and/or housing codes. Rather than expand on the HQS
requirenents to include | ocal code itenms, a PHA shoul d expand upon | ocal code
requirenents to include omtted HQS itens. If a PHA is dealing with nore than
one | ocal occupancy/ housing code within its jurisdiction, the PHA shoul d
incorporate HQS itens into the | ocal occupancy/housing inspection fornms for
each locality.

COWENT: Two comments stated that incorporating maintenance | ong-term

pl anni ng i nto annual inspections would greatly conpromise the ability of a PHA
to abate conmmon problens. In addition, it is difficult to determne if

conpl etion of |ong-term preventive mai ntenance functions (exterior painting,
etc.) would be included.

RESPONSE: The Departnent di sagrees with this comment and believes that just
the opposite is likely to occur. A PHA's ability to abate common probl ens
shoul d be greater when a PHA is able to plan for short-term mai nt enance needs
and | ong-term noderni zati on needs. Such planning will allow a PHA to budget
appropriate expenditures fromits operating budget and noderni zati on program

t hereby avoi di ng possi bl e budget short falls. Wth such planning done on an
on-goi ng basis, a PHA can focus nore resources on day-to-day operations and

t he abat enent of conmon problens. |In addition, the conpletion of [ong-term
preventive mai ntenance itens are included at the discretion of each PHA. A
PHA may decide to fund all exterior painting out of its operating budget,

pai nting "X' anmount of wunits/buildings each year on a rotating basis. O, a
PHA may decide to include 50% of its exterior painting under its nodernization
program and fund the exterior painting of the remaining units out of its

oper ati ng budget.

COWENT: One comment felt that the proposed indicator does not exenpt
occupi ed units schedul ed for nodernization this year or the next. Inspection
of occupied units schedul ed for inm nent nodernization should be linmted to an
i nspection of energency conditions only. It seens wasteful to take the tine

to wite up deficiencies on a unit when specifications have been devel oped and
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possi bly even bid for the nodernization of the unit. One comrent stated that
the term"referred the deficiency to the current year's or next year's
noder ni zati on progrant is an incredible |oophole sinply permtting the

exi stence of non-conpliant conditions.

RESPONSE: Thi s indicator does exenpt a vacant unit undergoi ng nodernization
as stated in the preanble | anguage and the proposed rule. The Departnment has
added new | anguage to the newrule in order to clarify the circunstances under
whi ch work orders can be deferred to nodernization. As stated in the
definition for this term only simlar itenms can be deferred by a PHA to be
conpleted in the current year's nodernization program or to be conpleted in
next year's nodernization programif there are | ess than three nonths
remai ni ng before the end of the PHA fiscal year when the work order was
gener at ed.

However, before an itemis deferred to nodernization, it should be (1)
simlar to a work itemthat is in the current year's nodernization program
(2) simlar to a work itemthat is in next year's nodernization program or
(3) simlar to deficiencies noted in other units/buildings and the correction
of such deficiencies has not been included in the current or next year's
noder ni zati on program but the current or next year's Annual Statenment is
revised to include the new work item If the simlar deficiency that was
deferred for nodernization is not corrected in the current or next year's
noder ni zati on program the work item may no | onger be exenpted fromthe
calculation of this indicator and the deficiency reverts back to being tracked
t hrough the work order system

Cccupi ed units shall be inspected, particularly for detection and repair
of energency conditions, as long as they renmain occupi ed. Non-energency work
orders generated during inspection of occupied units schedul ed for inmm nent
noderni zation (this year or the next) should be classified as deferred for
noder ni zati on and not included in the conputation of this indicator as |ong as
the identified deficiencies are part of the work itens included in the

noder ni zati on project.
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COWENT: One comment stated that it is not clear whether preventive

mai nt enance itens, such as repairs to stoves and plunbing, etc., would be
recorded or tracked. How are they recorded if conpleted during the

i nspection?

RESPONSE: All preventive maintenance itens should be recorded and tracked

t hrough the work order tracking system This information will enable a PHA to
plan for short- and | ong-term mai nt enance needs. |If a mnor deficiency is
corrected during an inspection, the PHA should not retroactively issue a work
order for that work item A mnor deficiency that is corrected during the

i nspection is no longer a deficiency, and there is no need to issue a work
order. However, any parts used to conplete mnor repairs made during the
course of an annual inspection should be tracked through inventory control
COWMENT: One comment was concerned that many PHAS may misinterpret the

i ndi cator as suggesting that a PHA nust use only | ocal housi ng/ occupancy code
or HQS, and not hing el se.

RESPONSE: A PHA shoul d use | ocal housi ng and/ or occupancy codes, and shoul d
expand upon | ocal code requirenents to include omtted HQS itens, when
applicable. 1In cases where there is no |ocal occupancy and/or housing code or
the I ocal code is less stringent than HQS, the PHA shoul d use HQS.

Conponent #2, Annual |nspection of Systens

COWMENT: One comment stated that there is no definition provided for the term
"mai nt enance plan" and yet it is used as a factor of measure for indicator #5,
conponent #2. The use of this termappears to be with an appropriate intent
to allow for the fact that a major systemthat has been inspected and
docunented to be in good repair does not require another inspection in the
follow ng year. An effective PHA systens mai ntenance plan could appropriately
reschedul e the systemfor inspection three years later. |If the systemis new,
after the first year of operation, testing it mght not need to be reschedul ed
until five years later. A maintenance plan would docunent the performance of
appropriately schedul ed preventive mai ntenance on systens. Only safety

systens and those required to be inspected and certified annually by State | aw
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for safety reasons should require annual inspection. |If the intent of this
provision is the use of the term "maintenance plan" is to allow for this fact,
it should be clearly stated as such. Qherwise, different Field Ofices wll
be left to subjectively interpret the meaning of this termand its
applicability in the determ nati on of PHA performance under indicator #5.
RESPONSE: The Departnent agrees that the term "mai nt enance plan" shoul d be
defined. It is defined in the rule as a conprehensive annual plan of a PHA' s
mai nt enance operation by providing the total year's estimted work schedul e
supported by a staffing plan, contract schedule, materials and procurenent

pl an, training, and approved budget. The plan should establish a strategy for
nmeeting the goals and tinme frames of the facilities managenment pl anni ng and
execution, capital inprovenents, utilities, and energy conservation
activities. The Departnment disagrees with the rest of the coment because
this component exam nes whether a PHA inspects all of its systens at | east
annually to ensure the viability of the units/buildings and the provision of

safe, sanitary and decent housi ng.

§ 901.35 Indicator #6, Financial Managenent

Conponent #1, Cash Avail abl e

COWMENT: Eight commrents specifically approved of conbining the cash and
energy/utility consunption conponents; three nore comrents specifically
approved of the cash avail abl e conponent.

RESPONSE: The coments are noted by the Departnent.

COWMMENT: Three comments objected to the conbination of cash available with
energy/utility consunption and/or to the use of one or the other as a measure
of financial management. Commenters stated that energy is not a measure of
financi al managenent and that avail able cash is not a nmeasure of energy
managenent .

RESPONSE: The Department di sagrees. Although the ampunt of cash on hand is
not by itself a measure of energy managenent, efficiencies in operation and in

energy/utility consunption will reduce expenditures and thereby affect cash
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avai |l abl e.

COMMENT:  Nine comments stated that the indicator should include other factors
such as ratio of reserves to expenses over a period of time, an assessnent of
audit findings, average nmonthly cash reserves instead of a "snapshot" of cash
avail abl e at fiscal year end, ability to maintain expenses w thin budget,
ability to maintain an adequate reserve |evel for contingencies, or that the
exi sting interimindicators should be retained.

RESPONSE: The Departnent does not disagree that there are a nunber of
additional factors that could be neasured as an indication of good financi al
managenment. However, the review of existing PHVAP procedures was done wth
the intent of streamlining and of limting the nunber and content of the
indicators to the basic information that could be used for perfornmance
measurenent. This review process intentionally resulted in fewer, not nore,

i ndi cator neasurenents. Mintaining a mininmmlevel of liquidity was

determ ned to be a basic requirenment for financial nanagenment that should be
an essential part of performance neasurenent.

COWMENT: N ne conments expressed concern that the terns "cash avail able,™

"cash reserves,"” and "routi ne operating expenses" were not adequately defined
and would I ead to inconsistent reporting on the part of PHAs. One conment
stated that the sanple worksheet should be revised to be conmputer friendly.
One coment stated that the "Analysis of General Fund Cash Bal ance" shoul d be
used in lieu of the sanple worksheet. One comment stated that the sanple

wor ksheet shoul d match the information on form HUD- 52595, Bal ance Sheet,
because it would be difficult for small PHAs to identify accounts

recei vabl e/ payabl e that woul d be active within 30 days.

RESPONSE: The Departnment notes that the sanple worksheet is intended as

gui dance to the PHA in determ ning the cash available to neet routine
operating expenditures, but its use is optional. "Routine operating expenses”
are identified on the worksheet as being those reported on form HUD 52599,

Statement of Qperating Recei pts and Expenditures, Line 520, Total Routine

Expense. |If a PHA experiences one-tinme expenditures in a given year that
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woul d distort the use of Line 520 information for the indicator, the PHA may
request a nodification. |If PHAs follow the practice of aging their accounts
recei vabl e/ payabl e, determ ning those that would be active within 30 days
shoul d not be a problem and if the accrual information is imuaterial to the
conputation, it need not be included. The use of information directly from
form HUD- 52595, Bal ance Sheet, would be possible only in the case of a PHA

wi th no programnms other than the management of PHA-owned rental. For the sane
reason, the Departnent does not think that the "Analysis of General Fund Cash
Bal ance, " which is based on form HUD-52595, is a substitution for the sanple
wor ksheet since the Analysis does not, wi thout further calcul ation, provide
the user with the anount of cash specifically available for PHA-owned renta
operations. In any case, the sanple worksheet is optional and a PHA may
choose to develop its own format and procedures, as long as its results are
the sane as would be derived by utilizing the optional worksheet.

COWMENT: Five conments stated that the indicator penalizes PHAs for using
reserve dollars to operate, and two coments expressed concern that small PHAs
wi Il never be able to accunul ate sufficient cash to score well on the

i ndi cator.

RESPONSE: The Departnent recogni zes that PHAs nust nake choices in the use of
funds and that there are circunstances that may nake it difficult to achieve
or to sustain a given |level of cash, or that may reduce avail able cash on a
short termbasis. However, HUD al so recognizes that in order to function in a
financially responsi ble manner a PHA nust have a m ni num anount of cash on
hand to cover day-to-day routine expenditures. Available cash to cover one
mont h''s routi ne expenditures would be 8.33% of total routine expenditures; a
PHA does not fail this indicator unless the percentage is less than 5% In
order to neet its nmonitoring responsibilities, it is inportant that the
Department take note of such PHAs and of the circunstances that are affecting
their cash flow situation

COWVENT: Three comments asked if the cash avail able cal culation was to be

adjusted for subsidy proration or year end adjustments for subsidy.
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RESPONSE: The sanpl e worksheet for indicator #6 has provision for including
year end adjustments for subsidy in determ ning cash availability. The

di fference between subsidy eligibility and the prorated subsidy amount is not
i ncl uded because the anmount of the difference will not be realized in cash
paynents.

COWENT: One comment stated that percentages should be applied to PHAs of al
sizes since $3 mllion in cash for a large PHA m ght not be enough to cover
unexpected financial difficulties. One comrent stated that dollars, not

per cent ages, should be applied to all PHAs.

RESPONSE: The i ndi cator neasures cash avail able to cover routine

expendi tures, not unexpected cash needs for energencies. The new indicator is
measured in percentages because a percent gives a nore flexible basis for
evaluation than a flat dollar anmount.

COWMENT: One comment expressed concern that the indicator woul d encourage
PHAs to exercise poor financial judgnent by deferring needed mai ntenance
expenditures in order to maintain a | arge cash bal ance and score well on

i ndi cat or #6.

RESPONSE: The Department disagrees. Indicator #6 is but one indicator in a
group of indicators intended to nmeasure PHA performance; two other indicators
(#4 and #5) neasure the PHA's performance in the area of naintenance.

COMMENT: One comment stated that the avail able cash should take into

consi deration funds that mght be available fromlocal governnent to help the
PHA.

RESPONSE: The Departnent di sagrees that the PHA potential to tap the |oca
government for funds should be automatically included in determ ning the
anmount of cash available. Unless the |ocal government is legally required to
subsi di ze the operation of the PHA, there is no assurance that the | oca
government's willingness or ability to provide funds to the PHA will continue
in the future.

Conponent #2, Energy Consunption

In the proposed rule, the Departnent indicated particular interest in
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recei ving coments from PHAs as to whether they preferred Option A, Option B
or the choice of being able to use either option for their PHVAP certification
and assessnment. Option A conpares energy/utility consunption expenses to the
average of those computed on a three year rolling base and Option B measures
whet her or not a PHA has conducted an energy audit and inplenented the

i nprovenents recomended as a result of the energy audit.

COWENT: N ne conments preferred a choice of either Option A or Option B

Four comments stated a preference for Option B.

RESPONSE: The Department adopts the preferred approach of the mgjority of
coments, which offers PHAs required to be assessed on this conponent a choice
of either Option A or Option B.

COWMENT: Five conments stated that the energy/utilities conponent, Option A,
shoul d be based on consunption instead of dollars expended since PHAs don't
have any control over the utility rate charged by local utility conpanies.
RESPONSE: The Departnment agrees and the proposed PHVAP energy/utilities
conmponent, Option A, does neasure energy/utilities consunption rather than
dollars. The sanpl e worksheet for conputing Option A conpares a PHA's current
consunption to its rolling base period consunption. In conparing Line 17 to
Line 13 of form HUD 52722B, Adjustnment for Utilities Consunption and Rates,
the rolling base period consunption is adjusted prior to the conparison with
the current year to reflect the current year's rates. Since the same rates
are used, the only difference in the anounts conpared is due to consunption
The wordi ng of the proposed rule regarding Option A in the preanble may have
been confusing in this regard and this option has been revised to refer to
energy/utility consunption expenses.

COWENT: Three comments stated that the upgradi ng of equipnent, e.g., the
addition of security lighting, affects consunption and that PHAs shoul d not be
penal i zed. One comment stated that PHAs shoul d not be penalized for positive
initiatives, such as increased utilization by resident initiatives and fanmly
sel f-sufficiency participants, that result in increased consunption for office

bui I di ngs.
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RESPONSE: The Departnent agrees that a PHA should not be penalized for

i ncreased energy/utility consunption due to upgrades of equi pnment such as
addi ng security lighting for safety, etc., and resident initiatives prograns.
Therefore, with sufficient supporting docunentation, a PHA may request a
nmodi fication to exenpt the excess energy/utility consunption fromthe

cal cul ation of the energy/utility conponent, Option A The Depart nent

antici pates the issuance of a revised PHVAP Handbook 7460.5 subsequent to the
effective date of the new rule. Exanples of eligible nodification requests
and required supporting docunentation will be included in the Handbook

COWENT: One comment stated that the conmponent should be named "utility

consunption" rather than "energy consunption” since water and sewer charges

are a utility expense for PHAs, not an energy source.

RESPONSE: The nanme of the component was, in fact, changed from "energy"” to

"energy/utility" in the proposed rule to reflect the fact that water and sewer

charges, which are now included in the consunpti on neasurenent, are, as the

comment states, a utility expense for PHAs, not an energy source. This

conmponent is referred to as "energy consunption” in the newrule, with Option

Areferred to as "energy/utility consunption expenses."

COWMMENT: One comment stated that the cost of utilities, in conparison with

ot her operating expenses, is not sufficient to justify a PHVAP indi cator when

ot her expenses are not neasured at all under the PHVAP

RESPONSE: The Departnent disagrees. Currently, PHA utility expenses exceed

$1 billion annually and represent over one-quarter of PHA operating expenses.
It is clear that the cost of utilities is a major operating expense that nust

be addressed on an on-goi ng basis by managenent. Congress recognized the

i nportance of this issue by including it in the statute as one of the

mandat ory indicators. Therefore, the cost of utilities nmust be included in

t he PHVAP assessnent.

COWMMENT: One comment supported the elimnation of neasuring energy/utility

consunption for those PHAs scoring C or higher for conponent #1, but stated

that the energy audit rule at § 905.302 should be revised to require an audit
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every five years only for PHAs that score lower than C. O herw se, the
comment states, conparing energy and utility cost to the average of a three
year rolling base should be elimnated as unnecessary.

RESPONSE: The Departnment di sagrees. The Departnent addressed this concern
regarding audits for standard and high perfornmers at the tine it issued the
final rule at 24 CFR part 965 earlier this year. At that tine, it was noted
that PHA utility expenses exceed $1 billion annually, and the appropriation
for operating subsidy for fiscal years 1994 and 1995 was sufficient to fund
PHAs at 95% and 96% respectively. In fiscal year 1996, the appropriation for
operating subsidy was only sufficient to fund PHAs at 89% It is not
guaranteed that future appropriations will result in a higher percentage of
funding. Hence, the Departnent nust ensure that PHAs conduct audits as one
means of hol di ng down operating costs, including the cost of utilities, and
ensuring that the limted funds avail able for operations are used as
efficiently as possible.

HUD s O fice of Inspector General (O G recently conpleted an Audit
Report entitled "Review of CQpportunities to Reduce Utility Costs At Public
Housi ng Authorities.” The O G report was based on visits to approxi mately 63
PHAs t hat nmanage 41%of the 1.3 mllion public housing units nationally. The
O Gindicated that, despite past efforts, opportunities for reducing utility
costs continue to exist and are cost effective in many instances due to
ongoi ng i nprovenents in technol ogy. PHA managers need to be aware of,
eval uate, and gi ve maxi mum consi deration to these ongoi ng and new
opportunities when managing their utility costs. The O G further states,

t hat, because of inprovenents in technol ogy, nmanaging utilities is a

conti nuous process that requires an ongoi ng energy nanagemnment program

COWENT: One comment stated that the rule needs a definition of "energy
audit" and "cost effective" so that PHAs know how to determ ne what is "cost
effective" and what is not. |In addition, the comment stated that the rule
shoul d al so cross-reference the |ocation of any applicable HUD gui dance on the

matter.



82

RESPONSE: The terns referenced by the comenter have previously been defined
at 24 CFR 965. 303, PHA-Oaned or Leased Projects-Mintenance and Operati on.
However, as a result of President Clinton's regulatory reinvention efforts and
Executive Order 12866, Regul atory Pl anning and Review, issued by President

A inton on Septenber 30, 1993, HUD commenced a conprehensive review of all of
its regulations to determ ne which regul ations could be elimnated and

stream ined. One such review was with respect to 24 CFR part 965. The

Department favored providing PHAS with nore flexibility to nmeet |ocal custom

and elimnated those definitions. The Departnent still believes that those
definitions still represent a reasonable description for those terns and may
be used by PHAs. The revised PHVAP Handbook 7460.5 will include cross-

references to applicable HUD i ssuances as appropri ate.

COWMMENT: One comment stated that the energy/utility conponent could be
greatly inproved by lowering the standards and reconmended adopting a standard
of a 10%increase for a grade C |level performance and a 4% 5% i ncrease for a
grade A

RESPONSE: The Departnent believes that the current percentage ranges are

equi table and that a choice of using Option A or Option B, which the
Department has decided to adopt, offers PHAs much greater latitude with regard
to the energy/utilities conponent.

COWMENT: One comment stated a preference to let Option A stand as a separate
indicator as it does now since Option B (energy audits) is not funded by the
Depart ment .

RESPONSE: The Departnent disagrees with this rationale on the basis of its
belief that a sound energy managenent programis fundanental to good property
managenent and that energy audits are a cost of doing business that should be
i ncluded as a part of an agency's budget.

COWMENT: One comment stated that, for purposes of PHVAP, Option A should be
nodified to reinstate the HDD factor. One comment stated that if HDDs are not
consi dered for PHVAP, the rolling base period should be extended so as not to

di stort energy expenditure trend data due to abnormal weather. One comment
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stated that the elimnation of the HDD factor no | onger offers adjustnents for
unusual |y harsh wi nters.
RESPONSE: The Department agrees that HDDs shoul d be considered for purposes
of PHVAP if an HDD adjustnent would significantly affect a PHA's assessnent.
For purposes of PHVAP, therefore, a PHA may request a nodification to adjust
consunption using an HDD adj ustment for space heating utilities provided that
the sane data source is used for the current year as well as the three year
rolling base period. The HDD factors used by a PHA are subject to HUD
State/ Area O fice approval.
COWENT: One comment recommended the elimnation of Option A due to
conditions beyond the control of the PHA (e.g., rate increases) or positive
initiatives (e.g., increased resident prograns that have resulted in increased
consunption to provide facilities for these activities).
RESPONSE: As previously discussed, Option A neasures only consunption, not
rate, increases and increased consunption due to special circunstances, e.g.
resident initiatives prograns, will be addressed in a revised PHVAP Handbook
7460. 5.
COWMENT: One comment proposed that Option B be nodified to permit a passing
grade for PHAs that have conducted an energy audit and have an inplenmentation
plan for all items in the audit in that it may not be feasible to inplenment
all recommendations given insufficient funding and other priorities relating
to health and safety.
RESPONSE: The Departnment agrees. A PHA may achieve a grade C under Option B
if it has conpleted the energy audit, devel oped an inplenmentation plan and is
on schedule with its inplementation schedule, based on available funds. The
i npl enent ati on plan should identify at least the itens fromthe audit, the
estimated cost, the planned funding source (e.g., funds from 1998 operating
budget, 1998 CGP, etc.) and the anticipated date of conpletion for each item
The Departnment has changed the |language in the newrule to reflect this
comrent .

COWMENT: One comment expresses concern that at the time of a PHVAP sel f-



84

certification, an audit report may have just been issued or may be five years
old. The conment states that this would give sone PHAs an advantage and force
others into an F grade. The coment al so questions whether a PHA shoul d
inplement all cost effective reconmendations, e.g., it may be cost-effective
to use gas appliances rather than electric, but could create a carbon nonoxi de
danger in units of a certain design. Oher recomendati ons may be cost -
effective over a very |ong payback period but there nmay be higher priority
needs. The comment recomrends that Option B refer to an energy audit
conpleted at |east two years earlier and inplenentation of all recommendations
wi th a payback period of five years or |ess unless the PHA has established
good cause for not inplenmenting them
RESPONSE: The comment | acks specificity as to exactly how t he conmenter
bel i eves that the existence of an audit just issued or which may be five years
old will give any PHA an advantage. Not all PHAs are going to do audits at
the sane tine, nor would the Departnent expect themto. As such, sone PHAs
will be conpleting work froma previous audit while other PHAs are pl anning
new work froma recently conpleted audit. The Departnment does not have a
problemw th this sequence as it expects energy managenent to be a constant,
ongoi ng and evol uti onary process. Therefore, HUD has deternm ned not to revise
Option Bto refer to an energy audit conpleted at |east two years earlier, and
not to adopt the suggestion that PHAs inplenment all recommendations with a
payback period of five years or |ess unless the PHA has established good cause
for not inplenmenting them

The Departnment has no problemw th elimnating an ot herw se cost
ef fective energy conservation neasure (ECM if the existing design would
render the neasure hazardous. |Issues such as this should be a consideration
during the devel opment of the audit itself. At that point, consideration
woul d have to be given to the cost of work necessary to make the ECM safe. |If
all costs are considered, including the additional hazard, the ECM woul d
likely not be cost effective.

The Departnent believes that a two year audit period is excessively
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short and unnecessarily burdensone on PHAs, and has included in this conponent
the existing five year frequency contained in 24 CFR part 965. As noted
above, during HUD s stream ining process of 24 CFR part 965, the definition of
cost effective (a pay back period of 15 years or less) was elinnated. HUD
favors giving PHAs the flexibility to determ ne what is cost effective.
Therefore, HUD will not adopt the recommendati on of requiring incorporation of
EMCs with a five year payback. The revised PHVAP Handbook 7460.5 will include

cross-references to applicable HUD i ssuances, as appropriate.

I ndi cat or #7, Resident Services and Community Building - § 901. 40:

CGeneral Conments

COMMENT: One comment stated that this indicator conmbi nes several distinct
elements with the grading system requiring a PHA to score an A on each
elenment in order to score an A on the indicator. The coment added that these
el ements shoul d be reorgani zed as separate conponents wi thin the indicator and
t he indi cator grade should be a conposite of the conponent scores, as is the
pattern in the other PHVAP indicators.

RESPONSE: The Departnent agrees with the conment and the new rule reflects

t he changes. The new resident services and community building indicator is
now subdi vided into four equally weighted conponents, and the indicator or the
i ndi vi dual conponents are subject to exclusion based on the particul ar
circunst ances of each PHA. The nane of this indicator has been renaned

"Resi dent Services and Conmunity Building" to place a nore accurate enphasis
upon the specific role of PHAs for these functions.

COMMENT: One comment suggested that the criteria for this indicator should
recogni ze i nnovations in programdesign or inplenmentation beyond the
traditional grant prograns that often require considerable effort and
resour cef ul ness.

RESPONSE: The Departnment agrees that PHAs should pronote innovation in the

i npl enent ati on of resident prograns, especially if this results in |linkages to

addi tional resources and neasurable results. The subdivision of the indicator



86

into four conponents will provide nore flexibility to recognize this type of

i nnovati on when assessing the indicator. The Departnent will provide further
gui dance, in the formof exanples of activities that PHAs could get credit
under each one of the components, in the revision of the PHVAP Handbook
7460. 5.

COWMENT: One comment indicated agreement with the reduction of weight factor
fromtriple weight but suggested that a reduction to a weight of x1.5 would be
nor e appropri ate.

RESPONSE: The Departnent di sagrees with the comment. A weight of x1 in the
new 100 point systemrepresents 10% of the score. A weight of x3 in the
current 220 point systemrepresents 13.6% of the score. It should al so be
consi dered that sone elenments of the current resident initiatives indicator
are now covered in the new security indicator. The Departnment feels that the
wei ght assigned to the new resident services and comunity buildi ng indicator
i s adequat e.

COWMENT: One comment stated support for a PHVAP indicator neasuring resident
i nvol venent, but expressed di sappointment with the | anguage of the proposed
rule and indicated that the current rule gives nore flexibility and offers a
br oader base for resident participation. Another conment stated that the
proposed scoring aspects of the indicator appear unrealistic. Both comments
suggested HUD retain the current indicator

RESPONSE: The Departnent di sagrees that the current resident initiatives

i ndi cator should be retai ned, without changes, in the newrule. The
Department agrees that the indicator required sone clarification in order to
make it easier to assess and score and the new rule reflects those changes.
COWMENT: Two comments requested that the term "on-goi ng managenent issues” be
defined. The comments argued that this is a very broad termand could create
problenms if PHAs are required to pass all on-goi ng managenent issues by the
resi dents because business del ays woul d be very costly. The comrents stated
that this is not a practical requirenment and that the term "anpl e opportunity"”

is too vague. Another coment requested that the terms: "Section 3 program”
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"nonitors progress,” "issues reports,” "encouraged the formation of a resident

council," "mechani snms to ensure residents have anple opportunity for input,”
and "percent of goals net under inplenentation plan" be defined in the rule.
RESPONSE: Many of these terns have either been revised, or the termis
defined el sewhere in the Code of Federal Regul ations. The Department will add
any applicabl e gui dance regarding such ternms in the revised PHVAP Handbook
7460. 5.
COWENT: The Departnent received several comrents regarding applicability of
this indicator to snmall PHAs. One comment stated that it is inpossible for
smal |l PHAs to organize a workable resident initiatives programw th part-tine
staff and that the indicator inposes too much extra work and is an
admi ni strative burden for small PHAs. Another comment indicated that smal
PHAs don't have the resources to handle this workload and residents don't have
the interest. Five comments proposed that PHAs with 100 units or |ess be
exenpted fromthis indicator and that only | arge PHAs be assessed under it.

Three coments suggested that the indicator be renoved for all housing
authorities, or revised to consider only PHAs of 250 or nore units. The
comments proposed that as a mninmum PHAs with 249 or less units should be
exenpted. The conments argued that HUD has used 249 or |less units as
criterion for "small housing authorities” for nearly all aspects of funding
such as CIAP vs. CGP, Youth Build Grants, Vacancy Reduction Grants, or Tenant
Qpportunity Programgrants. Another comment indicated that maybe this
i ndi cator exclusion should be for all PHAs with [ess than 500 units.

One comment stated that small PHAs shoul d be assessed under the
i ndi cat or because residents of these PHAs al so have a right to invol venent in
PHA managenent. One conment indicated that under the proposed changes, HUD
has the appearance that it no | onger cares what these smaller PHAs are doing.
Anot her comment added that all PHAs should be assessed under the indicator in
order to ensure that they are inforned of the prograns available and are
conformng, to the best of their ability, to the Section 3 program One ot her

comment stated that since many PHAs over the past three years have gotten
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extensively involved in aspects of resident initiatives, it seenms unfair to
automatically exclude the efforts of those who have performed and earned
merit. Another conment suggested that PHAs with 100% el derly units be
excluded fromthis indicator

RESPONSE: The Department agrees that since it has used fewer than 250 units
as a threshold for "small housing authorities" for nearly all aspects of

fundi ng, the same criterion should and is being used for applicability of this
indicator. This policy is consistent with the Tenant Partici pati on and Tenant
Qpportunities regulation (24 CFR part 964) which has a participating threshold
of 250 units, and it is also utilized in the CG. 1In addition, PHA's with
100% el derly devel opnents will not be assessed under this indicator. To avoid
penalizing small PHAs with active prograns, PHAs with fewer than 250 units or
with 100% el derly devel opnents may request to be assessed under the indicator
at the tinme of PHVAP certification subm ssion.

COMMENT:  Two comments indicated that what this indicator neasures is not a
property managenent issue, but a social issue related to PHAs. The provision
of social service support is not a function of PHA nanagenent any nore than it
is a function of privately owned or Section 8 residential property managenent.
RESPONSE: The Departnment understands that active resident participation and

i nvol venent have a direct affect on property managenent and are a key el ement
to a successful, well managed public housing comunity. The Departnment
provided a separate resident initiatives indicator and conponent on resident

i nvol venent in PHVAP because there is considerable evidence that resident
services progranms can help to pronmpote and sustain housing authority managenent
successes. Various tenant participation initiatives (patrols, neighborhood

cl ean-ups, etc.) can reduce vandali sm and project maintenance. Resident

enpl oyment initiatives get residents involved in positive pursuits and

enpl oyed residents can act as role nodels for others. Overall, involving
residents in the various facets of property nanagenment - as trainees in a

| andscapi ng project or as participants in screening prospective residents -

can showcase sel f-inprovenent and individual responsibility and contribute
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substantially to building positive and strong public housing communities.
COWMENT: Two comments requested HUD to clarify if the indicator intends to
"exam ne efforts” or to "require efforts” and argued that it seens that it has
been prescribed to require PHAs to devel op and adm ni ster prograns that at
times are not funded by HUD, are not |ong-termcommtnents by HUD, and in nost
cases, the results of performance are predicated on the residents' wllingness
to participate. It is not equitable to score a PHA on itens that are beyond
the PHA's control. It is equitable to request PHAs to adopt resol utions
encour agi ng participation. Another conment indicated that this is an unfunded
mandat e.

One coment stated that the performance nessage has now been confused
wi th conpliance itenms. Another conmment indicated that PHVAP is intended to be
a performance-based assessment systemin which indicators nust be witten so
that standards and criteria are clear, measurable, and capable of being
duplicated fromone PHA to another. The coment added that too nuch of this
i ndicator is process-oriented, not perfornmance-based and that adopting
progranms and "mechani sns"” is adm nistrative process and offers no guarantee or
measure of results. One other coment stated that the indicator, as currently
structured, will be very difficult to grade and will produce very inconsistent
results. Three comments recomrended that this indicator be deleted entirely
because it neasures process and not outcomnes.
RESPONSE: Thi s indicator has been revised to hold PHAs accountable only for
the functions they performin operating resident services prograns. The
i ndi cator has been subdivided into four separate conponents to make it easier
to assess and grade: econonmic uplift and self-inprovenment; resident
organi zati on, resident involvenent; and resident prograns managenent. Each
has been reshaped to address the public comrents, especially to focus solely
on the PHA's responsibilities for resident services. The indicator has been
renamed "Resident Services and Community Building"” to place a nore accurate
enphasi s upon the specific roles of PHAs for these functions.

In response to concerns about short-termresident initiatives funding,
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it should be enphasized that PHAs would only be assessed for prograns for
which it has been funded. PHAs could also get credit for prograns inplenmented
t hrough a partnership, for which the funding was nmade avail abl e t hrough

anot her of the partners.

Conponent #1, Economic Uplift and Sel f-1nprovenent

COWMENT: One comment stated that under the proposed changes, HUD adds a
Section 3 requirenent that has m xed adherence throughout the country.

Anot her coment indicated that in small conmunities there are very few Section
3 prograns and if there is one and the contractor's contract calls for themto
hire Section 3 people, all a PHA can do is informthe residents that they may
apply. One other comment argued that the inplenentation of Section 3 prograns
and the nunmber of residents hired by the PHA is not a neasure of its
managenment. The comment concl uded that resident self-sufficiency and rel ated
progranms don't have any place in a nmanagenent assessnent program

One coment indicated that to inplenent Section 3 training, you nust
have residents willing to participate. It stated that nost of their residents
are el derly, handi capped or have very small children and many are not able to
wor k. Anot her comment stated that the Section 3 program may be
di sadvant ageous to large nunicipalities facing a hiring freeze. Another
comment stated that Section 3 is a mandate for any departnment using federa
funds, and should not be a centralized program as indicator #7 seens to
require. It added that there seens to be no final rule for Section 3 in
Public Housing (24 CFR part 135) and its status seens in doubt.

One comment nentioned that it does not have a concern with the Section 3
program enphasi s because it has a great programnow, but it is concerned with
future funding and the inpact if no new funding is available to continue the
program One comment agreed with the Departnent's efforts to enphasi ze the
Section 3 program and anot her coment recomended that PHAs be required to
show results in enploynent efforts in subsequent years to add to the results
oriented focus. One other comment stated that it is difficult to be

consi stently abreast of a PHA performance under Section 3 and resident
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enpl oyment and suggested that it nust be a PHA requirenent to report resident
enpl oyment to the HUD office in order to assess this criteria. Another
comment stated that Section 3 is already a requirenent and argued that PHAs
shoul d not get credit for something they are already required to inplenent.

It further suggested that credit be given only for those things that PHAs do
that are over and above HUD requirenents such as internship prograns or on the
job training plans and al so for using CG funds to assist resident groups and
devel op security neasures.

RESPONSE:  The inclusion of an enpl oynment-rel ated subconponent in the resident
initiatives indicator reflects the Departnent's enphasis on econonic uplift as
a proactive neans to reduci ng dependency, and as nmandated by the recent

wel fare reformlegislation. The Departnent understands that there is

consi derabl e evidence that the increase in working famlies is very benefi cial
to property managenent. Because of the inportance of this area, the
Department wi shes to give PHAs credit for the | eadership role they can perform
in enploynment-related initiatives. The Departnment has expanded the definition
to include all enploynent-related initiatives, not just Section 3 or those in
the public sector. Section 3 is effective as an interimrule and should be
viewed as one tool in enploynent related initiatives.

In response to comments that the indicator be strengthened, |anguage has
been added to the indicator to require the PHA to provide evidence that they
have one or nore economic uplift and self-inprovenent prograns and
partnerships for economc uplift, including but not limted to, Section 3
initiatives. Such opportunities can be provided either directly or through
non- PHA partners. The Departnment believes it is inmportant for PHAs to get
credit for their initiatives in pronoting enpl oynent opportunities for
residents. It is expected that PHAs will provide data on the nunber of
resi dents by devel opnent in enploynent-related progranms as well as evidence of
t he nunber of residents obtaining enploynent. PHAs can use Miultifam |y Tenant
Characteristics Systeminformati on to neasure enpl oynment.

VWile the Departnent is supportive of PHAs efforts to nmeasure
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enpl oyment, the indicator only requires that PHAs inpl enment prograns (HUD
funded or non-HUD funded through partnerships) inits famly occupied

devel opnents and set up and inplenent a system for neasuring progress. The
Departnment is not trying to dictate specific nuneric enploynent goal s but
rat her enphasi zing activities that help nmeasure PHA effort in inplenenting
t hese prograns.

Conponent #2, Resident O gani zation

COWENT: One comment stated that HUD s encouragenent of a resident council at
each fam |y devel opnment site assunes that resident councils are an absolute
for every fam |y devel opnent, regardless of the size of the devel opnment.

Resi dent councils for some snall devel opnents are not only not necessary, but
i npractical. Another comment indicated that fam |y devel opnents are often
built on scattered sites throughout a w de geographi cal area. The coment
added that it is next to inpossible to establish a resident council under
these conditions and that this goal should be voluntary in these situations.
RESPONSE: Current HUD requirenents give PHAs and resident comunities the
flexibility to determ ne how resident councils are organized. There is no
specific requirenent for a resident council at each devel opment. The |oca
public housi ng comunity shoul d determ ne what kind of representation system
suits its needs and makes the npbst sense. |In |larger devel opnents, a separate
resident council is nerited. |In smaller PHAs, a city-w de council may be nore
appropri ate.

COWMENT:  One comment stated that the current rule is supportive of resident
councils and other resident groups while the proposed rule is too restrictive
because it only makes reference to resident councils. The comment added that,
while highly desirable, it is not always possible to organize and conduct
devel opnent -wi de el ections and it urged the Departnment to reinstate the "or

ot her resident groups” |anguage of the current rule. Three comments suggested
that the indicator reference to resident councils at each PHA fanily

devel opnent shoul d be changed to specify "HUD recogni zed resident councils.™

RESPONSE: HUD is supportive of all resident organizations that work to
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benefit the residents, but the indicator does not pretend to cover al
possi bl e forns of resident organi zation. The Departnent considers that

resi dent councils, as official vehicles of resident representation, should be
encouraged and the indicator neasures PHA efforts to pronote this goal. In

regards to the issue of "HUD-recognized resident councils,” the Departnent
understand that it is not HUD s role to certify resident councils and that it
is the PHA's responsibility to certify if such organizations have been forned
in conpliance with approved regul ati ons, policies and procedures.

Conmponent #3, Resident |nvol venent

COMMENT:  Four conments stated that PHAs shoul d not be penalized for |ack of
participation by the residents provided the PHA pronotes sel f-sufficiency
progranms and conmunity invol vemrent. The coments indicated that PHAsS may
offer a variety of prograns and training for residents, but they cannot nake
residents attend and participate. Another two conmments recommended that an
exclusion of the indicator be permitted in such cases where a PHA can show
that the residents are not interested in formng a resident council and do not
want to be involved in any of the programs covered by this indicator. One
ot her comment al so recommended to nmake each conponent potentially able to be
excl uded, based upon PHA's situation. Two coments stated that this indicator
cannot accurately establish [evels of participation, interest, etc., of the
residents, it only nmeasures the |level of opportunities the PHA makes avail abl e
toits residents. Therefore, it cannot neasure performance.
RESPONSE: The Departnent agrees that PHAs cannot be made responsible for |ack
of interest by residents in organizing resident councils, but PHAs can be
assessed on their efforts to pronote and facilitate the organi zati on of
resi dent councils by activities such as: facilitating space for neetings,
providing training, access to bulletin boards, helping to schedule and pronote
nmeeti ngs, approving Board policies and devel opi ng PHA procedures for
certifying resident councils.

In response to sonme of the concerns expressed in the comments, the

Depart ment changed the indicator to subdivide it into four conponents. This
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conponent neasures PHA efforts regardi ng resident councils, and PHA

col | aborati on and support to existing resident councils or to those that are

in the process of being organized. A PHA is not responsible for the formation

or continuation of resident councils as these functions are the responsibility

of the resident councils. The Departnent is making the indicator and each of

its conmponents subject to exclusion. This would certainly apply to cases

where the PHA can show evidence that it has predomi nately scattered site units

and that residents are not interested in these progranms. The Department wl|l

provi de additional guidance to PHAs on this issue in the revision of the PHVAP

Handbook 7460. 5.

COWENT: Three coments indicated that resident involvenent is sinply not an

appropriate neasure of a PHA's managenent capability.

RESPONSE: The Departnent di sagrees and as nentioned earlier, believes that
active resident participation and invol venent have a direct affect on

property managenent and are key el enents to a successful, well managed PHA

In addition, there is considerabl e evidence that resident involvenent and

resi dent services prograns can help to prompte and sustain housing authority

managenent successes.

Resi dent Surveys

COWMENT: One comment stated that resident surveys would be tinme consum ng
but may be hel pful. Another conment suggested that PHAs should be required to
conplete a resident survey on the fear of crime and the neasure of disorder in
each conmunity once a year

Two conments stated that resident surveys are nost inportant in order to
establish prograns in which the residents are interested and suggested that
PHAs be required to report on whether they conduct resident surveys for
noder ni zati on or whether the PHA attenpts to conduct resident surveys or
conmuni cates with newsletters. Five other comments expressed support for
resi dent surveys, w th one proposing an annual standardi zed survey used as a
| earning tool by PHAs and anot her three arguing that standardi zed surveys

shoul d only be used as nodels for PHAs to devel op locally oriented surveys.
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One coment suggested that resident surveys be optional for well managed
PHAs and required under the MOA for troubled PHAs. Another conment stated
t hat conducting resident surveys is a good idea, but HUD should allow PHAs to
conpl ete regular surveys in lieu of HUD s nmandated i deas of what resident
i nvol venent neans.

Two conments indicated that PHAs shoul d be encouraged, but not required,
to conduct such surveys, with HUD assisting in the devel opnent of survey
formats and data anal ysis nodels that PHAs may use for this purpose. The
comments argued that if HUD wi shes to use customer satisfaction as the basis
for the PHVAP score, then HUD shoul d conduct the survey itself using sone type
of sampling technique that enpl oys consistent and statistically reliable
nmet hods. Anot her comment expressed concern with the feasibility of
i npl enmenting this neasure in small PHAs with a majority of elderly and
residents with disabilities.

Anot her coment stated that consumer satisfaction is critical in public
housi ng and a survey of residents may be a way to gauge satisfaction. Surveys
shoul d not be conducted by PHAs; that would add too rmuch paperwork and
residents would feel inhibited to express their true feelings. Surveys should
be conducted by private contractors, using a standardi zed formon a
statistically significant sanple of residents (using MICS data to assure a
di verse and representative group) fromeach PHA. The results would be shared
with HUD and the PHA.

Ten conments stated that resident surveys as suggested woul d only anmpunt
to nore paperwork with few, if any, tangible results. A survey conpl eted by
the resident council or advisory board would be nore accurate and nore useful

Anot her three conments stated that the present contact with residents is
sufficient to adequately assess their |level of satisfaction. One conment
i ndi cated that no new unfunded tasks shoul d be inposed on PHAs through PHVAP.

Four comments indicated that surveys, by their nature, are subjective in

orientation and often reflect the goals of the entity doing the survey. There

are too many variabl es which would affect the responses. To direct PHAs to
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design and inplenment their own surveys would be a self-serving exercise of
little real value. For HUD to devel op a standard survey to be used by every
PHA, each with its own set of problens and capabilities, would result in a
docunent devoid of any real neaning. Another two comments stated that surveys
are conplex to devel op and can be resented or distrusted by residents. Four
comment s expressed concern with the cost to PHAs of inplenmenting resident
surveys and indicated that a national format is not a good idea because of the
speci al local conditions. Another conmrent stated that PHAs shoul dn't be
penal i zed for |lack of resident response to these surveys.

Two ot her commrents argued that total consuner satisfaction is inpossible
to achieve and even nore difficult to measure. Requiring PHAs to conduct
periodi c surveys for this purpose is an undue burden, especially on |arge PHAs
wher e housing projects are distant fromone another and fromthe PHA

One coment recommended that this be a voluntary activity and that it
not be included in performance neasurenents. Another coment requested HUD to
provi de technical assistance in the area of assessing consuner satisfaction
but discouraged the creation of a new reporting requirenent. HUD could
distribute information to PHAs on how to design, devel op and i npl ement
resi dent satisfaction surveys. It is unrealistic to expect that a single
resi dent survey instrument will necessarily be neaningful to every PHA and
every resident population. In tines of dimnishing operating subsidies, HUD
shoul d not force PHAs to conduct such surveys only for the sake of PHVAP.
RESPONSE: I n response to the comments, the Departmnent decided not to require
the inplenentati on of resident surveys as part of the PHVAP process. Although
it is not required, PHAs may consider the voluntary use of this optional too
to obtain resident input and to neasure resident involvenent and satisfaction

The Tenant Participation and Tenant Cpportunities regulation (24 CFR
§ 964) stipulates that PHAs shall encourage full resident participation and
partnership with the PHA. The Departnent does not want to provide overly
specific instructions to PHAs, but instead wants to offer options for

alternative approaches for pronoting constructive resident participation and
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customer satisfaction. Therefore, the conponent on resident participation has
been changed to require a PHA to provide evidence that the PHA is providing
meani ngf ul ways to conmuni cate and partner with residents concerning the
quality of life and housi ng managenent services (such as screening,

rel ocation, capital inprovenments), but is not prescribing the specific

met hod(s) .

Possi bl e met hods used by PHAs woul d include, but not be limted to:
resi dent menbership on the PHA Board of Comm ssioners or on specific policy
conmittees that contribute substantially in planning and inplenmenti ng PHA
prograns; regular resident consultation through ongoing, schedul ed neetings
with the PHA-certified duly-elected resident councils; regular comrunication
nmechani sns with residents, such as a newsletter, as well as other neans such
as custoner surveys and focus groups.

Conponent #4, Resident Prograns Managenent

COWMENT: Several comments stated that PHA performance shoul d not be assessed
based on grants and activities that are not under the control of the PHA

Si xteen coments indicated that TOP and TAG are controlled by the resident
organi zation and not by the PHAs and that it would be unfair of HUD to hold
PHAs accountable for tenant organization grants that are not under the PHA s
control. One of the comments suggested that HUD elimnate this conponent.
Anot her comrent asked if a PHA would get credit if its resident organization
i npl ements a TOP grant training.

RESPONSE: The Departnment agrees that PHAs should not be held responsible for
resident activities or grants that are not under their control and the new
rule reflects these changes. The indicator has been revised in order to
assess PHAs for the functions they performin operating resident services
prograns and for resident managenent or TOP performance only when the PHA is
the contract adm nistrator for the program

COWENT: One comment stated that in order to neet 90% of the goals as defined
in the grants, a PHA woul d need to adjust those goals under various

ci rcunstances, i.e., nunbers versus percentages; either the grant plan should
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all ow for a percentage versus an exact nunber to be included, or the goal nust
be flexi ble enough to change when circunstances dictate.

Anot her two comments indicated that this indicator requires the
docunent ati on of achi evenment of a certain percentage of goals under resident
initiative progranms, but goals tend to be few and sonewhat unquantifi abl e;
such program goal s should not be measured by PHVAP unl ess the goals had been
articulated with the understanding that they were to be quantifiable and
achievable within the grant term progress is often in the hands of the
tenants and tenant | eaders.

Two conments stated that there is general concern that neasuring
performance in neeting grant goals may be difficult to evaluate and may not be
representative of performance. There is a clear incentive for PHAs to
establish easily attainable goals to protect a good PHVAP score. W believe
the goals for such programs should be set as high as possible and used as
targets for achievenent. Some other system of measurenment should be found
This should be nmeasured in the criteria used to determnm ne nanagenent
capability in the conpetition to receive grants.

One coment argued that HUD shouldn't ask PHAs to docunent goal s net
under resident initiatives prograns. Those prograns al ready have exhaustive
reporting requirenents.

One coment stated that the standard defined as 90% and 60% of goa
attai nment under the inplenmentation plan for any and all of the grant prograns
are too stringent and perhaps inappropriate to the goals being nmeasured. The
nmeasure of goal attainment based on inplenentation strategies is at best
subj ective and at times affected by conditions beyond the control of the PHA

One coment indicated concern with the indicator nmeasuring resident
i nvol venent via any resident related grants received by the agency. The
comment argued that HUD would do better to | eave grant neasurenments with the
specific grant processes and perhaps rate PHAs on whet her they have a system
to become informed about resident related grant opportunities or if they have

appl i ed, assum ng they have resources to do so.
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Anot her comrent indicated that 8§ 901.40(a)(4) attenpts to nmeasure
conpliance in many categorical funding progranms in which PHAs are vol untary
partici pants and that have their own contractual requirenments and enforcenent
mechani sms. |If HUD were to grade conpliance with these contracts under PHVAP,
HUD woul d be unil aterally inmposing new contractual provisions that
substantially alter the consequences of performance or non-performance.
Provisions of this nature should not take effect unless and until they are
subj ect to negotiation between the contracting parti es.

One coment stated that applying for social service grants is a PHA
option, not a requirenment. PHAs that do not elect to apply are appropriately
not penalized. How can evaluation of a PHA' s perfornmance of optiona
activities be used as a basis to rate the PHA' s nanagenent performance?
RESPONSE: The Departnent included resident grant progress as a component of
the resident initiatives indicator because it is critical that any avail able
categorical grant funding be utilized effectively to neet the defined work
pl an obj ectives of the specific programs. This conponent would only apply if
the PHA has responsibility for adm nistering one or nore grant prograns.

By applying to these prograns, a participating PHA accepts
i npl enentati on requirenments attached to them Goals for these prograns are
devel oped by the PHA and should reflect realistic expectations of what the PHA
proposes to acconplish. The rule reflects some margin of flexibility in
gradi ng the percentage of goals achieved. Assessing PHAs on performance in
managi ng grant progranms is not new to PHVAP. PHAs are assessed under other
areas of their managenent, including performance in managi ng grant prograns
(competitive or formula) such as nodernization. In addition, the Depart nment
has revised the regulation to elimnate assessnent of the resident nanagenent
or TOP unless the PHA acts as the contract administrator for the resident

gr ant ee.

§ 901.45 Indicator #8, Security.

CGeneral Conments
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COWENT: There were fifteen commrents recommendi ng that indicator #8 not apply
to smaller PHAs, described variously as those PHAs with fewer than 500 units,
fewer than 250 units, and fewer than 100 units. One comment felt that al
PHAs, regardl ess of size, should be assessed under this indicator because
crime and drugs exists everywhere.
RESPONSE: I n response to the comments received, the Departnment has detern ned
that indicator #8 will apply to PHAs with 250 or nore units under nanagenent.
To avoid penalizing small PHAs with active prograns, PHAsS with fewer than 250
units can request to be assessed under the indicator at the tine of the PHVAP
certification subm ssion. However, PHAs with fewer than 250 units should be
keepi ng records of crinme, reporting it to I ocal |aw enforcenment, adm nistering
ri gorous screening criteria, evicting residents who engage in crimna
activity, and neeting the goals specified by categorical grants as good
managenent practices, even though they are not required to be neasured on this
activity.
COWENT: There were two coments specifically supporting "One Strike and
You're Qut" and screening and eviction policies through indicator #3. Two
commenters mentioned that constraints in existing State |aw or the | ocal court
system have made it difficult to conply with the intent of the one strike
policy. Two other comrenters indicated that PHAs should be required to submt
evi dence that they have inplenented eviction policies that could be nonitored
t hrough tracki ng systens.
RESPONSE: The Departnment is pleased that there is a positive response to its
one strike policies which are established pursuant to the "Housing Opportunity
Program Ext ensi on Act of 1996" and PIH inpl enenting gui dance (Notice PIH 96-
27), which provided additional guidance to PHAs in the areas of screening,
| ease enforcenent and eviction in order to help PHAs fight crine. The one
strike policy nust be inplenented within the context of the applicable State
| aws and court systens. PHAs will not be required to subnmit docunentation at
the tine of certification; rather, PHAs are required to maintain supporting

docunentation for all of the indicators it certifies to for HUD post review
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To assist PHAs in setting up and operating successful prograns, the Departnent
wi Il provide exanpl es of best practices in the forthcom ng revi sed PHVAP
Handbook 7460. 5.

COWENT: There were four comments that felt that this indicator would place
unnecessary admini strative burdens on a snall PHA that does not have a crine
problemand is already cooperating with the |ocal police departnment. In
addition, small PHAs do not have the resources (funds and personnel) to
performthe security nmeasures required by this indicator

RESPONSE: Current practices by PHAs show that the cooperation of PHAs and

| ocal |aw enforcenment for the collection and reporting of PHA crinme
information is not always a cost issue. Please note that the Extension Act
permts PHAs to request crimnal conviction records of adult applicants from
the National Crine Information Center (NCIC), police departnments and ot her |aw
enf orcenent agencies. The Public Housing Drug Elimnation Technica

Assi stance Program can be used to assist PHAs in devel opi ng appropriate

coll ection systens and data bases. The Departnent anticipates that the use of
NCI C and other data sources in addition to the technical assistance from HUD
will enable PHAs to obtain necessary information in a tinmely manner

COWENT: Three comments felt that there should be a policy designed for small
PHAs and one for large PHAs. It will be very difficult for a small PHA with
no security problemand no resident involvenment to make a passing grade in
this indicator.

RESPONSE: Rat her than have a separate security indicator for small and | arge
PHAs, the Department has determined that PHAs with fewer than 250 units shal
be exenpted fromthis indicator unless the PHA requests to be assessed under
the indicator at the tinme of the PHVAP certification subm ssion

COMMENT: Three comments stated that the criteria listed for this indicator
are neasures of process and not necessarily results. A nore appropriate
measure woul d i nclude actual crime data. Also, indicators of vacancy
percentage and financial managenent are directly related to the degree of

security in the devel opnents.
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RESPONSE: Thi s indicator has been revised to reflect the conments received
and its conmponents now nore accurately measure results. The Departnent agrees
t hat vacanci es and financial managenent are directly related to security in

t he devel opnents, but performance in these areas are neasured under indicators
#1 and #6.

COWMENT: One comment suggested that this indicator shouldn't apply until
adequate time is provided for PHAS to establish the proper docunentation,
reporting, and tracking criteria to successfully score in this indicator.

Anot her comrent strongly requested that HUD require data be provi ded begi nni ng
with the next fiscal year after the effective date of the provisions of this

i ndi cator because it would be very difficult to secure data from January 1,
1996, to the present.

RESPONSE: The Departnment has determined that the newrule will apply to PHAs
with fiscal years ending the quarter after the newrule is published in the
FEDERAL REQ STER.

COMMENT: One comment stated that this indicator conmbi nes several distinct
elements with the grading system requiring a PHA to score an A on each

el ement to score an A on the indicator. These elenents should be reorgani zed
as separate conponents within the indicator and the indicator grade should be
a conposite of the conmponent scores, as is the pattern in the other PHVAP

i ndi cators.

RESPONSE: The Departnment will grade this indicator as a conposite of the sub-
conponent scores, as is the pattern in other PHVAP indicators.

COWMENT: One comment felt that security is not a property nmanagement issue,
but a social issue related to PHAs, and was outside of the PHA's control.

Anot her coment stated that reducing crinme and drugs was an appropriate
property nmanagenent issue.

RESPONSE: I n both public and private property managenent, crine and drug
probl enms have a direct affect on property managenent. Because of this, the
Departnment has determined it is critical that this indicator apply to all PHAs

with 250 units or nore under nanagenent.
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COWMENT: One comment stated that this indicator will be very difficult to
grade objectively and consistently. The ternms "nechanismto track crime-

rel ated problens"” and "systemfor taking action" are vague and undefined and
need clarification. Two comments questioned the neani ng of "docunent results
in screening out"” various applicants. One comment felt the proposed neasure
of PHA actions to appropriately screen out applicants and evict residents who
engage in crimnal activity is the only appropriate nmeasure of PHA nanagenent
performance under this indicator.

RESPONSE: The Departnent has rephrased this conponent and the first two
phrases mentioned are no |longer included in the newrule. The third phrase
comment ed on has been revised to say, "can docunment that it successfully
screens out and denies admi ssion to a public housing applicant who...." and
"can docunent that it successfully evicts a public housing resident who...."
Thi s new | anguage nore clearly enbodies the intent of the one strike policy.
The Departnment agrees with the |last coment.

COMMENT: One comment felt that the term"crinme" should be defined to avoid
wasting tinme on crinmes that do not affect the safety/security of residents.
RESPONSE: The Departnent has not established one uniformnational definition
of crime, since different types of crine represent different threats, and vary
anong comunities. HUD believes each PHA shoul d deci de what constitutes
crimnal violations that are unacceptable to the Iocal conmmunity. In general
the crimes agai nst which PHAs should screen applicants are those that woul d
pose a threat to the health or safety of other residents or PHA staff, or a
financial risk to the PHA. These crines would be | ease violations. These are
the crimes agai nst which applicants should be screened and for which violators
be evi cted.

COWMENT: One comment stated that 8§ 901.110(e) should state that indicator #8
shoul d be excluded automatically for PHAS with 100 or fewer units.

RESPONSE: The Departnent agrees with this comrent and the rul e has been
changed to state that this indicator does not apply to PHAs with fewer than

250 units under managenent unless the PHA requests to be assessed under the
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i ndicator at the tine of the PHVAP certificati on subm ssion

COWMENT: One comment reflected that criteria #2 and #3 deal with screening
and evictions. If HUDis to allowa PHA to self-certify on this indicator,
the PHA should be required to submt evidence of policies and | eases to
support the certification.

RESPONSE: The Departnent disagrees and is requiring that a PHA nmaintain
supporting docunentation for all of the indicators it certifies to for post
review by HUD or the independent auditor rather than submit additiona
docunentation at the tine of certification

COWENT: One comment felt that too many conmunities al ready have police
departnments that avoid their responsibilities in public housing "projects" for
reasons that include the perception that public housing is a Federal rather
than |l ocal responsibility. This indicator plays into that mnd set, and
therefore, hurts the crine fighting goals PHAs and HUD share.

RESPONSE: The Departnent believes that the establishment of one strike

| easing, eviction and rel ated processes have already proven to be effective in
crime/drug reduction. This indicator has been designed to neasure the

i npl enent ati on of nechani sns that many PHAs have al ready used successfully in
devel opi ng safe and secure environnments for public housing residents.

COMMENT: One comment believes that this is the nost inportant indicator for

| arge PHAs where crine is a critical problem and should have a greater weight
t han x1.

RESPONSE: The Department agrees that this is a very inportant indictor. This
i ndi cator and indicator #7, resident involvenent, have a conbined total of 20
points in a 100 point scale. The Departnent feels that this is an equitable
di stribution when the inportance of all of the indicators are considered as a
whol e.

COWENT: One comment thought that PHAs shoul d request help fromthe HUD State
Coordi nator in getting assistance from | aw enforcenent agenci es.

RESPONSE: The Department recomends that a PHA first contact its State/ Area

Ofice for technical assistance in obtaining assistance from|aw enforcenent
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agencies, and to explore alternative solutions. HUD agrees that the State
Coordi nator and the Area Representative should be advised of unresol ved
difficulties in inplenmenting the one strike policy. The Department wll
provi de assi stance, as appropriate, to further the inplenmentation of the one
stri ke policy.

COWENT: One comment suggested that additional criteria should be considered
that woul d give recognition to PHAs that have made tremendous progress in
arresting crime and/ or have established resident patrols to assist in crine
reducti on.

RESPONSE: The Departnent appreci ates the suggestion, but feels that the
appropriate vehicle for such recognition is its Performance Awards Cerenony.
COWENT: One comment suggested there be a criterion that nmeasures a PHA' s
efforts to get resident involvenment in citizen patrols.

RESPONSE: The Departnent agrees that citizen patrols are very effective in
hel ping to reduce incidence of crinme in a conmunity, and this criterion is

i ndirectly measured under conponents #1 and/or #4 of this indicator.

Conmponent #1, Tracking and Reporting Crine Rel ated Probl ens

COWENT: Thirty coments felt that PHAs should not be held accountabl e under
i ndi cator #8 for cooperation with [ocal police departnments and ot her community
agencies, as this partnership was beyond their control. At |east one

comment er expressed concern about being able to access crimnal data. Another
comment er indicated that PHAs do not have the authority to address crine

pr obl ens.

RESPONSE: As a result of these concerns, the Departnent has determ ned that
PHAs will not be assessed for partnerships with the I ocal police departnents
and other | ocal agencies, with the exception of grade A° Gade A of this
conmponent has been revised to assess a PHA' s cooperative systemfor tracking
and reporting incidents of crine to local police authorities. G ades bel ow an
A assess only the reporting of incidents of crine to | ocal police authorities.
Al t hough PHAs will not be neasured under this criterion for grades bel ow an

A it is essential for PHAs to work closely with local and State agencies in
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order to operate effective crine and drug prevention prograns. Al so, while
PHAs do not specifically have the authority for arrests, they can utilize one
strike to deny admi ssion or evict known crimnal violators.

COWMENT: Five conments thought that docunentation fromlocal |aw enforcenent
agenci es m ght be a nethod of reporting crine in small housing authorities.
RESPONSE: The Department coul dn't agree nore. Al PHAs are encouraged to
devel op partnership relationships with | ocal |aw enforcenent entities, and al
PHAs shoul d be keeping records of crime, reporting it to local |aw
enforcenent, adm nistering rigorous screening criteria, and evicting residents
who engage in crimnal activity.

COWMENT: One comment stated that HUD shouldn't ask PHAs to try to require
their nunicipal police departnents to act beyond the scope of the Cooperation
Agr eenent .

RESPONSE: It is not intended that tracking and reporting crinme-rel ated

probl emrs would in any way nandate PHAs to require their rmunicipal police
departnments to act beyond the scope of the Cooperation Agreenent. A PHA
shoul d al ways act within the scope of the Cooperation Agreenent and shoul d
never require another agency to act beyond the scope of the Agreenent.
COWMENT: One comment stated that PHAs that conplain that they cannot

negoti ate obtaining nonthly calls for service confirmthat they have poor
relations with their | ocal police departnents.

RESPONSE: Al t hough this may be true, it is not necessarily through | ack of
trying. A PHA should continue to negotiate working relationships with |oca

| aw enforcenent entities.

Conponent #4, G ant Program Goal s

COWMENT: Five conments reflected that this indicator requires the
docunent ati on of achi evenment of a certain percentage of goals under resident
initiative progranms, but goals tend to be few and sonewhat unquantifi able.
Such program goal s shoul d not be neasured by PHVAP unl ess the goals had been
articulated with the understanding that they were to be quantifiable and

achievable within the grant term There is general concern that measuring
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performance in neeting grant goals may be difficult to evaluate and may not be
representative of performance. There is a clear incentive for PHAs to
establish easily attainable goals to protect a good PHVAP score. Four of
these comenters felt that sone other system of neasurenent shoul d be found,

or the indicator elimnated. One commenter proposed that the goals be set as
hi gh as possible and used as a target for achievenent. Seven comenters

i ndi cated that PHAs should not be rated on this indicator unless there was
specific funding for all PHAs, and therefore, this programarea was an
unfunded mandate. One comenter stated that PHAs should only be rated on
resident initiatives, not security. One commenter questioned why the goal did
not track progress in goal achievenment under the Drug Elimn nation program
RESPONSE: The Departnent believes that the establishment of one strike

| easing, eviction and rel ated processes have already proven to be effective in
crime/drug reduction. This indicator has been designed to neasure the

i npl enent ati on of nechani sns that many PHAs have al ready used successfully in
devel opi ng safe and secure environments for public housing residents. G ant
goals are part of the overall evaluation of an application for funding. If a
PHA has unrealistic goals, they are either renegotiated, or the PHA does not
recei ve fundi ng.

The Departnent has determ ned that security will continue to be a
separate indicator because it is integral to good nanagenent and can be
acconpl i shed w thout additional funding, or with operating subsidy and
conpr ehensi ve grant funds. PHAs shoul d nmake use of these or other allowable
fundi ng sources to address crine and security problens. The Departnent cannot
restrict factors to those in the Drug Elim nati on Program since crine problens
affect all PHAs, not only those that have successfully conpeted for drug
elimnation grants.

COWMENT: One comment stated that goal achi evenent should be neasured in terns
of programinplenmentation (which it is within the power of the PHA), not
i npact on crinme (which is beyond the control of the PHA). A range from85%to

100% shoul d be establish for achieving an A grade.
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RESPONSE: The Departnent has determined that a PHA will achieve a grade A for
this indicator if it is neeting at |east 90% of its goals under the

i npl enentation plan for any and all of these prograns.

Data Col |l ection - § 901. 100

COWENT: Thirty coments stated that 45 days to submt the certificationis a
concern because PHAs are busy conpleting their year end work. It would cause
a problemfor small PHAs that have limted human resources to conplete al

other fiscal year end reports required. The tinme to submt should remain 90
days. Two comments stated that 45 days to subnmit its certification would be
sufficient time as long as there was a quorum for the Board neeting, and as

I ong as the process works snoothly. Seven comments recomended t hat
certifications should be submtted 60 days followi ng the end of a PHA's fisca
year.

RESPONSE: HUD is attenpting to bal ance the need to nmake the PHVMAP scoring as
quick and tinely as possible, so that it nore accurately reflects a PHA' s
current status, with the additional year end burden it represents to both PHAs
and HUD itself. In light of the above comments, the Departnent has determ ned
that a better balance is achieved with a 60, rather than 45, day subm ssion
period, and the rule is anmended accordingly.

COWENT: Two comments pointed out that PHAs that request and receive an
extension to submt their fiscal year end financial reports should al so be
granted an extension to file their PHVAP certification. Large PHA' s nust
routinely ask for extensions to submit their year end financial statenents.
RESPONSE: The Departnment agrees with the conment. To satisfy administrative
requi renents, PHAs nust submit extension requests or waiver requests for both
their fiscal year end financial reports and their PHVAP certification

However, a State/Area Ofice may grant an extension for the subm ssion of year
end financial statements for a period of no nore than 90 cal endar days.
Requests for extensions for nore than 90 cal endar days, or requests for

extensions in addition to the initial 90 cal endar days, shall be approved by
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the Assistant Secretary, as well as waivers for the subm ssion of a PHA' s
PHVAP certification.

COMMENT:  Two comments felt that PHVAP should be nore flexible so as not to
di scour age ot herw se out standi ng performance due to | ate subm ssion of
required reports or a PHA' s inability to review and approve subm ssions nore
qui ckly. Lateness should not have the effect of decimating the perfornmance
ratings in all areas rated by PHVAP.

RESPONSE: The Department disagrees with this comment, and will retain the
option which permts State/Area Ofices to award a presunptive rating of
failure in all of the PHVAP indicators if required reports have not been
submitted to HUD in a tinely manner. HUD believes that outstanding
performance includes a PHA's ability to submit in a tinely manner required
reports that are used to calculate the PHA's PHVAP score.

COWENT: Two comments felt that the revisions to the rule may require major
changes in the systens used to maintain records related to PHVAP. Changes in
a PHA's information systens will be both costly and burdensone. It wll
require PHAs to focus inportant resources on adnministrative areas that wll
not inprove the manner in which quality housing is provided to | owincone
fam|lies.

RESPONSES: HUD recogni zes that, at least initially, the changes nmade by this
rule to inmprove PHVAP will inpose a burden on PHAs who will have to nake
necessary adjustments in their information systens. As was the case for the
previous rule, it is expected that as the collection and organization of the
data will becone nore routine followi ng the first subm ssion, the associated
burden will al so decrease.

COMMENT: One comment felt that the tine frame for submi ssion should relate to
the size of the PHA

RESPONSE: HUD di sagrees with this commrent. The Departnent has received
comments fromsmall PHAs citing small staffs and fromlarge PHAs citing | arge
adm ni strative burdens to justify changes in the tine frame for submni ssion.

The Departnment has concluded that, until experience denonstrates otherw se,
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the sane tine frame for subm ssions should apply to all PHAs.

COMMENT: One comment felt that the certification formis cunbersone and

i ncl udes requests for information currently available to HUD, specifically
financial data required to be provided to HUD by all PHAs, or nore information
than currently required. It appears to require inclusion of data necessary
for HUD to performor confirmthe cal cul ati ons made by the PHA, and this is
repetitive since PHA audits ensure accuracy in reporting. This is contrary to
HUD s intent to require PHAs to certify to information otherw se not

avai |l abl e.

RESPONSE: The wor ksheet and certification form have been redesi gned to nake
them nore user friendly, as applicable. HUD wel cones additional, specific
recomendations to i nprove these docunments further. The Departnment disagrees
that the certification formrequests information currently available to HUD
For exanple, the new certification formfinancial managenent question for

i ndi cator #6 requests the dollar amobunt of a PHA' s cash reserve avail able for
operations. The requested financial information is not reported on any other
required reporting subm ssion. The Departnment cannot rely totally on audit
report confirmation because audit reports are not normally avail able unti

after the PHVAP process has been conpleted for the assessed fiscal year. The
certification formrequires a PHA to state the raw data that are used to
calcul ate the score of specific indicators to ensure accurate cal cul ation
COWMENT: One comment stated that if the purpose is to shorten the tine it
takes for a PHA to learn its status/score, it may be nore appropriate to
reduce the anmount of tine that HUD has to respond. It should not take any
nore than two weeks to review the PHA subm ssion (one page) and to perform any
anal ysis or calculations for indicators that HUD scores.

RESPONSE: HUD is attenpting to bal ance the need to nmake the PHVMAP scoring as
quick and tinely as possible, so that it nore accurately reflects a PHA' s
current status, with the additional year end burden it represents to both PHAs
and HUD itself. In light of the above comments, the Departnent has determ ned

that a better balance is achieved with a 60, rather than 45, day subm ssion
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period. State/Area Ofices nonitor other programareas in addition to the
PHVAP, which is just one facet of the Departnent's overall affordable renta
housing efforts. In addition to the section 8 program State/Area Ofices
nmust adm ni ster such efforts as noderni zati on prograns, resident initiative
progranms, and drug elimnation progranms. The Departnent feels that 60 days
for State/ Area Ofices to conplete a PHVAP assessnment is equitable in view of
ot her wor Kkl oad requirenents.

COWENT: One comment reflected that in the preanble to the proposed rule, HUD
states that it will require State/Area Ofices to give PHAs their PHVAP scores
within 45 days fromcertification, but the proposed rule's text does not
contain that requirenent. The conmenter suggests that HUD incl ude that

requi renent in the text.

RESPONSE: State/Area Ofices will be required to neet the 60 day notification
period by an internal directive that will be as binding upon themas a

regul atory requirenent.

COWMENT: One comment observed that § 901.100(b)(5) stipulates that a PHA' s
certification will be post-reviewed by HUD during the next on-site review but
is subject to verification at any tine. What does this nmean? It suggests
that verification could be acconplished by sone neans other than on-site
review. It is critical to clearly stipulate in the rule a standard and

consi stent approach that nust be followed by all HUD State/ Area Ofices in
order to validate, document and justify a conclusion that a PHVAP score
certified by a PHA shoul d be changed.

RESPONSE: On-site reviews are usually conducted pursuant to ri sk managenent,
and 8§ 901.100(b)(9) sinply provides that certification verification can take
pl ace at any tine notwi thstanding the regularly schedul ed on-site reviews. 1In
addition, the rule does clearly stipulate a standard and consi stent approach
to validate, docunent and justify a conclusion that a PHVAP score certified by
a PHA shoul d be changed. The verification |anguage in 8 901.100(b)(9) is
related to the provision at 8§ 901.115(k), that permts, in exceptiona

ci rcunmst ances that constitute a standard and consi stent approach, a State/ Area
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Ofice to reinstate any review as necessary to address particul ar
deficiencies, or deny or rescind incentives or high perfornmer status, even
t hough a PHA has satisfied all of the indicators for high or standard
performer designation.
COWMENT: One comment asked exactly what information does HUD expect to derive
from"existing reporting and data forns?" As witten, only indicator #2 can
be scored by HUD without conplete and total reliance on PHA self-certified
data. This is an enornous flaw in any allegedly objective assessnment process,
i ncl udi ng PHVAP
RESPONSE: The assessnment process is the result of balancing the two
objectives of maximzing reliability and mnimzing the adm nistrative burden
The Departnent realizes that the extensive denmands upon both its own and
PHAs' resources linmt what nmay be appropriately inposed upon PHAs and
adequately nonitored by the Departnment. HUD s reliance upon PHA-certified
data is backed up by the admittedly small nunber of on-site reviews HUD is
able to conduct, but these reviews do indicate substantial, good faith
conpliance. HUD attenpts to target its nonitoring resources as efficiently as
possi bl e by focusing on troubled or near troubled PHAs or PHAs in which the
factors identified in § 901.115(k) of the rule are present. The required
suppl enent to the independent audit requires a PHA' s independent audit to
ascertain whether the PHA maintains the data necessary to support its PHVAP
certification and whether the PHVAP data are consistent with the PHA s ot her
records. HUD will continue to consider ways in which the reliability of PHVAP
may be inproved. In addition, the new rule has been revised to state that a
PHA may not appeal its PHVAP score to the State/Area Ofice if the reason the
PHA received a failing in any indicator or conponent was due to the fact that
the PHA did not provide justifying docunentation to the independent auditor
for the indicator(s) the PHA certified to.
COMMENT: One comment stated that the clause that allows PHAs to include in
their PHVAP certifications "any information bearing on the accuracy or

conpl eteness of the data being used by HUD in grading an indicator” is
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confusing. A PHA should certify to the correct data in exactly the manner
prescribed by the PHVAP process. |If a PHA believes that the data does not
fairly represent its performance, it should submit a "nodification" request,
but the data in the certification shouldn't be changed.

RESPONSE: The rule, at 8 901.100(b)(3), provides that a PHA may include such
information in its certification, rather than through an excl usion or

nodi fication request, and that HUD will consider the information in grading
the affected indicator. The intent is not to encourage a result that the
certified informati on woul d be changed, but to encourage a PHA to submt
corrected data, late reports, or previously omtted required data at the tine
it submts its PHVAP certification. This provision allows nore flexibility in
t he PHVAP process, and hel ps ensure that the nost recent data is available to
use in conpleting the PHVAP assessnent.

COWMENT: One comment felt that the provision that suggests a PHA could get a
presunptive F in all PHVAP indicators if the certification is not submtted on
time should be clarified. Does this nean all indicators or only those which
rely on the certification?

RESPONSE: The | anguage states all indicators. This provision at § 901.100
(b)(4) gives HUD a direct and tinmely way of enforcing the certification

requi renent. Al though conpliance with PHVAP is the norm anmong PHAs, if
failure to provide the certification would only result in failing grades for
the indicators subject to certification, a PHA may decide to forgo submtting
the certification when a passing grade could be achieved without it. This
woul d defeat the purpose of PHVAP to assess the performance of a PHA on all of

the indicators.

Conputi ng Assessnent Score - § 901. 105

COWENT: Two comments agree that the establishment of clear-cut adjustnent
guidelines is a good addition to PHVAP
RESPONSE: The comment is noted by the Departnent.

COWMENT: One comment stated that the physical condition of a project reflects
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not only the care and mai nt enance provided by the PHA it also reflects the
attitudes and behavior of residents in some conmunities. Those cases where

t he physical condition of the project does not inprove regardless of a PHA' s
efforts to inprove and maintain the project in safe and sanitary condition
shoul d be considered as a condition beyond the PHA's control, and a

nodi fication or exclusion should be allowed for this reason

RESPONSE: The Departnent disagrees with this corment. |[If a resident's
attitudes and behavi or cause mai ntenance or ot her physical problens, it then
beconmes a | ease enforcenent issue rather than automatic grounds for a

nodi fication or exclusion request due to conditions beyond a PHA' s control
However, HUD considers nodification and excl usion requests individually, and
on a case by case basis, and grants or denies them as appropriate.

COWMENT: One comment stated that the definition of neighborhood is based on
census tract and proposed that HUD pernits al so the option of census bl ock
groups. Census blocks allows for nore specific definition of denographic
characteristics.

RESPONSE: The Departnent agrees that PHAs may use census bl ocks as well as
census track data, as appropriate.

COWMENT: One comment stated that the proposed rul e excludes devel opnments t hat
recei ved conprehensi ve noderni zation within the past ten years fromreceiving
addi ti onal weight for the physical condition factor. Sone PHAs receive

conpr ehensi ve noderni zation for a portion of a larger community. When that
happens, some proportional additional weight should be allowed for the

physi cal condition factor

RESPONSE: The Departnent has determined that if only certain units or

devel opnents recei ved substantial rehabilitation, the additional weight would
be prorated to exclude the units or devel opnments with substanti al
rehabilitation. The revision to the PHVAP Handbook 7460.5 will include
exanpl es of proration

COWMENT: One comment suggested that an alternative for weighting could be to

provide extra credit for PHAs that, because of aggressive efforts to devel op
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joint prograns, are able to mtigate the adverse conditions in the genera
vicinity of the devel opnents as well as within them

RESPONSE: The Departnment may not provide an alternative to the physica

condi tion and nei ghborhood environment factors because they are statutory. A
PHA's efforts to mitigate the adverse conditions in the general vicinity of

t he devel opnents will be recognized by the resident involvenent indicator to
the extent the PHA involves residents in such efforts. 1In general, it is
expected that a well-managed PHA woul d have a positive influence on the
adverse conditions in its general vicinity, but the PHA's primary
responsibility is to conditions within its devel opments, and this remains the
focus of PHVAP

COWENT: One comment felt that adjustnents for physical condition and

nei ghbor hood environnent are too liberal and can result in artificially
inflated scores.

RESPONSE: The Department disagrees with this coment, since the adjustnents
for physical condition and/or their nei ghborhood environnent apply to the
following three indicators only: indicator #1, vacancy percentage and unit
turnaround; indicator #4, work orders; and indicator #5, annual inspection and
condition of units and systens.

COWENT: One comment reflected that 8§ 901.105(d)(3)(ii) states that

devel opnents that have recei ved conprehensi ve noderni zation within the past
ten years are not eligible for a weighted score for the physical condition
factor. Are these devel opnents eligible for the nei ghborhood factor?
RESPONSE: Yes, these devel opnments are eligible for the nei ghborhood

envi ronnent factor

COWENT: One comment reflected that § 901.105(d)(3)(iii) states that a PHA
that receives a grade of A under indicators #4 and #5 may not claimthe
addi ti onal weight for indicator #1 since the physical condition of its

devel opnents is not applicable. 1s a PHA eligible for the additional weight
for indicator #1 using the nei ghborhood environnment factor?

RESPONSE: Yes, such a PHA is eligible for the neighborhood environnent
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factor.

COWMENT: One comment disagreed that a PHA that receives a grade of A under

i ndicators #4 and #5 may not claimthe additional weight for indicator #1
since the physical condition of its developnents is not applicable. The
ability of managenent to | ease a vacant unit bears a direct relationship to
its age and nei ghborhood environment. A PHA's ability to market a unit and a
housi ng applicant's decision to rent a unit is influenced by the nei ghborhood
conditions and environnent in which the devel opnment is |ocated. Accordingly,
the additional weight for indicator #1 should be permtted. Another conment
stated that a PHA could be doing a good job of inspecting units and respondi ng
to work orders and still have a high vacancy rate at one or nore of its

devel opnents due to nei ghborhood environment (if not also physical condition).
A PHA has the right to qualify under either one or both.

RESPONSE: The Departnent di sagrees with this comment, and maintains that if a
unit is in good physical condition, the age of the unit has little bearing on
the ability to rent the unit. HUD believes that well nmaintained units, as

evi denced by an outstanding rating in the areas of work orders and the
condition of units and systens, are not eligible for the additional weight for
physi cal condition, since indicators #4 and #5 account for the physica
condition of a PHA's units. The additional weight based upon nei ghbor hood
environnent for indicator #1 is permtted in such a case

COWMENT: One comment stated that since PHAs al ready have the right to seek
nodi fications or exclusions, rewarding PHAS wi th bonus points seens | udicrous.
RESPONSE: The additi onal weight given the factors of physical condition and
nei ghbor hood environnent represents the Departnent's inplenentation of the
statutory nmandate to have the weights assigned to various indicators reflect
these factors. The use of exclusion and nodification requests inplenents the
statutory mandate that PHAs not be penalized as a result of circunstances
beyond their control

COWENT: One comment stated that the additional points nade avail able to PHAs

that denonstrate a significant nunber of units subject to adverse physica
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condi tions or nei ghborhood environment, seemsignificant. |If over 50% of a
PHA's units are subject to such conditions, a PHA may get no nore than one
additional point for each of the three indicators that can be adjusted under
the rule.

RESPONSE: This conment is correct, and the Department believes that this
represents a fair and equitabl e adjustnent for the physical condition and

nei ghbor hood environnent of a PHA' s devel opnents.

COWMENT: One comment stated that the proposed rul e al so excl udes

"devel opnents that have received conprehensive noderni zation funds within the
past ten year" fromeligibility for the adjustnment based on physica

condition. This should be revised to nake it clear that "conprehensive
noder ni zati on" does not sinply nean the use of any CGP noney, but

contenpl ates, for exanple, "significant capital investnents that addresses
nore than 80% of a devel opnent's assessed capital need.™

RESPONSE: The Departnment has defined nodernization to include not only the

Cl AP and CGP, but al so the Vacancy Reduction Program Hope VI Program and any
successor progran(s) to the CG or the CIAP. For indicator #2, nodernization
all conponents apply to both the CG and the CIAP. Only conponents #3, #4 and
#5 apply to fundi ng under the Hope VI Program and the Vacancy Reduction
Program for the assessnent of indicator #2.

COWENT: One comment thought this section should be nore explicit in order to
al | ow anyone to actually conpute a PHA's score follow ng the instructions, and
exanpl es shoul d be provided.

RESPONSE: The Departnment agrees, and exanples of how to conpute a PHA's score
will be included in the revision to the PHVAP Handbook 7460. 5.

COWMENT: One comment stated that the provision for "adjustnent for physica
conditi on and nei ghborhood environnment” nakes reference to units located in
devel opnents over 10 years old that require major capital investnent. HUD
needs to clarify how that applies to scattered-site projects where the age of
the units and buildings will vary greatly.

RESPONSE: For scattered site projects, where the age of the units and
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buil di ngs vary, the Date of Full Availability (DOFA) shoul d be applied.

Normal Iy, when a PHA purchases scattered site units, they are rehabilitated
prior to occupancy. DOFA also applies in cases where scattered site units are
built under new construction.

COWENT: One comment pointed out that HUD needs to define howto conpute the
5% (of the units) to which the limting conditions apply for the "adjustnent
for physical condition and nei ghborhood environment." |Is it individually
conmputed or cunulative (i.e., 5% of physical condition vs. 3% of physica
condition plus 2% of nei ghborhood environnent condition).

RESPONSE: The percent of units to which the limting conditions apply is
conputed as the total nunber for physical condition (PC) and nei ghborhood
environnent (NE) with each unit counted only once if both apply to it (so that
a PHA with 10 units both PC and NE + 5 units PConly + 5 units NE only woul d
have 20 eligible units that would be used for purposes of conputing the
percent applicable to indicators #1, #4 and #5; unless the PHA received a
grade of Ain indicators #4 and #5, then indicators #4 and #5 woul d have zero
eligible units, and indicator # 1 would have 15 eligible units for purposes of
conputing the percent). This procedure of adding the nunber of units to which
both conditions apply to the nunber of units to which only one condition
applies is foll owed because the rule reads, "Any PHA with 5% or nore of its

units subject to either or both of the above conditions shall, if they so

choose, be issued a wei ghted PHVAP score in addition to the regul ar score
based sol ely upon the certification of the PHA "

COWMENT: One comment stated that the provision for "adjustnent for physica
condi ti on and nei ghborhood environment” states that PHAs will certify to
"which of the indicators the extra scoring will be added.” Howis the PHAto
make this determ nation? Wat would preclude the PHA to add the points to al
three indicators? The sanmple certification formoffers no clarification of
this issue, nor does the rule. The PHA should be required to certify the data
used to claimthe "adjustnment."

RESPONSE: A PHA does certify to the adjustnment for physical condition (PC
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and nei ghbor hood environment (NE). It could and should add the points to each
of the three indicators to which the weights apply. Exanple: a 100 unit
(scattered site) PHA has 10 units both PC and NE + 10 units PC only + 10 units
NE only. In this case .8 is added to indicators #1, #4 and #5 (because both
or either conditions apply to at |east 30% but |ess than 40% of the units, and
.8 is the weight added for this percentage range), except if indicators #4 and
#5 get grades of A, zero is added to indicators #4 and #5, and .7 is added to
i ndi cator #1 (because PC does not apply for purposes of indicator #1 when

i ndicators #4 and #5 get grades of A and so the 10 units would not be counted
for indicator #1, leaving 20 eligible units, 20%of the total, for which .7 is
t he added wei ght).

COWMMENT: One comment suggested that 8§ 901.105(d)(3)(ii) should read: Units

i n devel opnents that have received conprehensive noderni zation within the past
ten years are not eligible to be included in the cal culation of total PHA
units subject to "managenment difficulties" due to physical condition only.
RESPONSE: The Departnent agrees and has rephrased that section to read

Units in devel opments that have received substantial rehabilitation within the
past ten years are not eligible to be included in the calculation of total PHA
units due to physical condition only.

COWMENT: One comment felt that 8§ 901.105(d)(3)(iv) should be clarified since
it is confusing.

RESPONSE: The Departnent agrees, and this has been clarified in the new rule
to state that a PHA' s score for indicators #1, #4 and/or #5, after any

adj ustment (s) for physical condition and/ or nei ghborhood environnent, may not
exceed t he maxi mum potential wei ghted points assigned to the respective

i ndi cator(s).

PHA Request for Exclusion or Mdification - § 901.110

COWMENT: Two comments stated that the previous interimrule pernmits a PHA to
submt a request if the PHA were to di scover and denonstrate "hi ghly unusua

circunstances.” The comrenters urge HUD to retain this nechanismto permt



120

consi deration of first-tinme exclusion/nodification requests at the appellate
level. It is recognized and expected that HUD woul d subject such requests to
strict scrutiny, but there is no reason why such matters cannot be sol ved by
State/ Area Ofice Directors of Public Housing as part of the appellate process
rather than at the Assistant Secretary |evel.

RESPONSE: This stipulation was elimnated because it restricted the grounds
for appeal

COWMENT: One comment reflected that this section requires that a request for
an exclusion or nodification be submtted at the tinme of certification. There
has been no understanding fromHUD on how it grades certain itens or what tinme
peri ods are considered for the indicators that HUD grades. PHAs should have
the right to request an exclusion or nodification on the HUD graded indicators
after HUD has announced the prelimnary grades on them

RESPONSE: The indicators scored by HUD are based on information that a PHA
submts to HUD on other reports. Therefore, a PHA should know what its HUD

graded scores are based on. The interimand proposed rules clearly state

"annual " and "i nmedi ate past fiscal year," except for conponents #2-1 and #2-

2, where they clearly state Federal fiscal year

PHA Score and Status - 8§ 901. 115

COWMENT: Seventeen comments felt that denying high performer status to a PHA
if it scores belowa C on any indicator is not a good change. It does not
make sense to punish a PHA for only one | ow score; the total numerical rating
shoul d be the only determ nation in high/standard/troubled performer. The
commenters noted that under the proposed rule, PHAs with the sanme overal

score could receive different ratings; this does not seemequitable. The
overal | performance of the PHA operation is being graded, not an indicator
Denyi ng high performer status to a PHA that gets less than a Cin any

i ndi cator should be dropped fromthe rule. Two other comments felt that a
systemthat really identifies and rewards outstandi ng performance is nmuch nore

desirabl e.
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RESPONSE: The Department believes that high perforner designation should

i dentify outstandi ng managenent performance, and thus stipulates that a PHA
shall not be designated as a high perforner if it receives less than a C for
any indicator. The intent in not to punish a PHA, but rather to recognize
PHAs for outstandi ng managenent performance. It has al ways been possible for
PHAs to have the sanme score, but a different designation, when high perfornmer
designati on was awarded or when troubl ed designati on was w t hhel d.

COWMENT: One comment notes that § 901.115(g)(1) stipulates that PHVAP

i ncentives or high performer status could be rescinded in the case of a PHA
that is operating under a special agreenment with HUD. The conmenter asks what
a special agreenent is and how does it bear on a PHA's actual performance
rati ng under PHVAP? Three additional comments strongly opposes sections

901. 115(g) (2) and (3), which would allow the State/ Area HUD O'fice to deny or
resci nd incentives or high performer status for PHAs either involved in
litigation that bears directly upon the nmanagenent of PHAs or are operating
under a court order. HUD should require that the "specific explanation”
referred to in 8§ 901.115(g) include, at least, a summary of proven fraud,

m sconduct, or substantial nonconpliance. PHAs that can achi eve high
performer status while operating under these conditions should not be
penal i zed by HUD for continuing to manage operations efficiently and
denonstrate positive effort to elimnate obstacles while inproving housing
conditions for famlies.

RESPONSE:  Section 901. 115(k) only delineates the exceptional circunstances
under which State/Area Ofices may deny or rescind initiatives or high
performer status. Such actions are not automatic when these exceptiona
circunstances are present, but are determ ned on a case by case basis with
consi deration of the specific circunstances involved. |In addition, these
determ nati ons may be appeal ed to the Assistant Secretary, providing an
addi ti onal safeguard that they will not be nade wi thout due deliberation
COWMENT: One comment suggested that HUD should submit a witten explanation

of any PHVAP score of C or below on any indicator not directly certified by
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t he PHA because PHAs are required to submt an Inprovenent Plan for indicators
wi th grades under C

RESPONSE: The indicators scored by HUD are based on information that a PHA
submts to HUD on other reports. Therefore, a PHA should know on what its HUD
graded scores are based. Inprovenent plans are only required for a grade of F
and a State/Area Ofice may require it for every indicator with a grade of D
or E.

COWMENT: One comment observed that in the preanble to the previous interim
rule, HUD stated that it would address how the State/Area O fices wll
determ ne at which PHAs it would conduct confirmatory reviews in handbook

gui dance. HUD should at |east provide handbook gui dance on the factors that
the State/Area O fice will consider to select a PHA for a confirmatory review
RESPONSE: The Departnent has provided such guidance in the Field Ofice
Moni t ori ng of Public Housi ng Agenci es (PHAs) Handbook 7460.7 REV-2.

COWMENT: One comment stated that 8§ 901.115(e) suggests that a "small" PHA
(100 units or less) will not be designated as nod-troubled, no matter how bad
their programis. This is not reasonable.

RESPONSE:  Section 901.115(e) of the proposed rule reads, "PHAs with nore than
100 units that achieve a total weighted score of |ess than 60% on indi cator
(2), nodernization, shall be designated as nod-troubled.” The Depart nment
agrees that these "small" PHAs shoul d al so be assessed on their nodernization
program and will amend this section accordingly.

COWENT: One comment stated that in 8§ 901.115(h), the reference to "paragraph
(e)" should be a reference to "paragraph (g)."

RESPONSE: HUD agrees and has anended 8 901. 115(1) to reference 8§ 901. 115(k).
Posti ng of PHA PHVAP Scor es

COWMENT:  Four conments felt that the posting of PHA PHVAP scores shoul d be
required at all offices, rather than in all devel opnents, since many

devel opnents are too small to have an office or any other building where such
noti ce could be posted, and it is virtually inpossible to do with scattered

site projects. Notice can be mailed to residents where it is inpractical or
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i nappropriate to post the notice.

RESPONSE: The Departnment agrees and has amended this section accordingly.
COWMENT: Three comments felt that it was not clear why the posting of PHVAP
scores i s necessary, or why are PHAs being singled out when reviews of other
public entities are not held up for public scrutiny. To post a score with no
explanation is silly and there would be no way to post an explanation. By the
same token, to publish in the FEDERAL REG STER is not really fair w thout
offering a PHA an opportunity to explain why they may have scored poorly in a
particul ar area.

RESPONSE: Thi s provi sion was recomended by the O fice of Managenent and
Budget in the course of its review of the proposed rule in accordance wth
Executive Order 12866. These requirenments are intended to make the conmmunity,
and tenants in particular, aware of their PHA's nmanagenent score and to

encour age di al ogue anong the PHA, residents and the conmunity.

COWENT: One comment felt that the rule should make clear that PHAs are only
required to post and report out final PHVAP scores and do not have to post and
report any score that is appealed in a tinely basis and is under consideration
by HUD.

RESPONSE: The Departnment agrees and has amended this section accordingly.
COWMENT: One comment observed that § 901.120(b) references a "handi capped”
score. This termis not used el sewhere in the rule. It should be changed to
"adj ustment for physical condition and nei ghbor hood environnent”.

RESPONSE: The Department agrees and will amend this section accordingly.
COWMENT: One comment stated that 8§ 901.120(c) should explicitly state that a
normal "confirmatory review' is to be conducted prior to the issuance of the
initial notification letter. This way, the statenent in paragraph (c)(1)
about "exceptional circunmstance” wll nake sense.

RESPONSE: The Department agrees and has added appropriate | anguage to the
rule.

COWENT: One comment reflects that § 901.120(c)(1) states that the results of

a confirmatory review should be explained in witing if the reviewis
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conducted after the issuance of the initial notification letter. The results
of confirmatory reviews shoul d al ways be explained in witing to the PHA
regardl ess of when conduct ed.

RESPONSE: The Department agrees and has added appropriate | anguage to the
rule.

Maki ng the Ri ght Deci sion

The Departnent specifically expressed its interest in receiving coments
concerni ng ways in which PHAsS can receive positive recognition within the
context of this regulation for making the right decision.

COWMENT: One comment stated that it is unreasonable to put forth an
assessnent system which rewards highly graded performance and not expect
actions to be guided by that system
RESPONSE: The Departmnent recogni zes that PHVAP scores should not be
interpreted as the sole determ nant of a PHA's performance, nor should actions
be solely guided by the PHVAP. (Good managenent recogni zes and bal ances al
variables in the day-to-day operations of a PHA
COWMENT: One comment agrees with a PHA doing the right thing. If doing the
right thing is inmportant for the PHA, then HUD should also do the right thing.
HUD shoul d ensure that PHVAP scores can be adjusted appropriately for any
situation that results in |lower grading of any indicator that occurs while
doing the right thing. Recognition is nice, but PHVAP shoul d be designed in
such a way as to actually reward PHAs for right decisions, not sinply
recogni ze them outsi de the programstructure
RESPONSE: The Departnent believes that the ability to request a nodification
or exclusion of any indicator will usually result in the appropriate
adjustnents for making the right decision. The Departnent will continue to
expl ore ways to provide incentives to PHAs for making the right decisions that
result in the long-terminprovenent of overall PHA operations and of a PHA' s
housi ng stock. In addition, the Departnment will recognize such PHAs at the

Per f or mance Awards Cer enony.
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State/ Area O fice Functions - § 901. 120

COWENT: One comment reflected that § 901.120(2)(c) states the purpose of on-
site confirmatory reviews but does not provide a standard applied circunstance
under which or manner in which they will be carried out. The new rule should
stipulate that an on-site confirmatory review is required before a State/ Area
O fice can decide to change the PHVAP score certified by a PHA, and shoul d

i ncl ude specifically what docunentation State/Area Ofices nmust review as a
basis for determining the validity of PHA performance certifications. The
confirmatory revi ew docunentation requirenments shoul d be adequate to neet

HUD s verification needs while at the sane tinme conply with the Paperwork
Reduction Act.

RESPONSE: State/Area O fices conduct confirmatory reviews on a risk
managenent basis, as discussed in the Field Ofice Mnitoring of Public
Housi ng Agenci es (PHAs) Handbook 7460.7 REV-2. The confirmatory review

gui debook and the revi sed PHVAP Handbook, which will be issued subsequent to
the publication of the newrule, will include appropriate guidance regardi ng

t he conduct of confirmatory reviews. The rule requires confirmatory reviews
of PHAs with 100 or nore units before renoving a designation of troubled or
nmod-troubled. In addition, the rule requires a confirmatory revi ew of any
PHA that scores |l ess than 60%for its total weighted score, or |less than 60%
on indicator #2, nodernization, before the designation of a PHA as troubled or
nod-troubl ed. Al though troubled or nod-troubl ed pre-designation confirmatory
reviews were not previously nmandatory, the Departnent has determ ned that such
reviews can be significant elenments of its risk managenent approach to PHVAP

and can nmaxim ze the efficient use of its limted resources.

Appeal s - § 901.125

COWMENT: One comment urged HUD to extend the deadline for appeals to the
State/ Area to the 30th cal endar day after the PHVAP initial notification
letter is received. The deadline in the proposed rule of 15 days after

mailing is not sufficient tine to file a carefully crafted appeal, nor should



126

the tine to appeal be neasured fromthe date of mailing. The losing party in
a Federal lawsuit has 30 days to appeal. HUD should provide no less tinme to a
PHA that contends it has not been fairly or accurately assessed.

RESPONSE: The Departnent has determined not to change the tinme frame for a
PHA to submit an appeal. The experience of HUD has been that appeals received
i n Headquarters are well thought out and presented. A PHA that submts an
appeal should not have to go through a |l engthy process in order to appeal; the
docunent ati on and i nformati on should be readily avail able since the PHA woul d
have researched the information in order to subnmit its certification

COWENT: One comment stated that the proposed rule does not specifically
permt an appeal froma State/Area Ofice rejection of a claimfor additiona
scoring adjustnent that is based on the physical condition or nei ghborhood
envi ronnent of housi ng devel opnents. Al though the proposed rule appears to
cover disputes over the analysis or accuracy of data submtted in support of
the claim it would not cover disputes over whether a PHA nmai ntai ned adequate
docunentation to support its claim The proposed rule covers this type of
dispute as it relates to denials of exclusion or nodification requests but
does not extend to a dispute over weighted scoring. This appears to be an
uni nt ended oversi ght and shoul d be corrected.

RESPONSE: HUD agrees and has anended this section accordingly.

COWENT: One comment urges HUD to reconsider the anorphous term "data errors”
that the proposed rule would carry over fromthe previous interimrule or in

t he PHVAP Handbook 7460.5. HUD s failure to explain the nmeaning of this term
could result in ad hoc, overly narrow interpretations by State/ Area Offices in
i ndi vidual ratings. HUD should revise this ground for appeal to enconpass any
di spute over the accuracy, calculation, or interpretation of data enployed in
t he gradi ng process that, if resolved in the PHA's favor, would affect its
regul ar or weighted score

RESPONSE: The Departnment has changed the | anguage to read, "any di spute over
t he accuracy, calculation, or interpretation of data enployed in the grading

process that would affect a PHA's PHVAP score.”
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COWENT: One comment stated that according to 8§ 901.125(a), a PHA could
appeal the denial of an exclusion/nodification request if that denial has any
effect on their total score. This is different fromthe 5%threshold in the
current rule. If this is the intent, it should be explicitly stated.
RESPONSE: The Department believes that it is stated explicitly: "A PHA may
appeal ...the denial of exclusion or nodification requests when their deni al

affects a PHA's total weighted score,... As stated previously, a PHA should
have the right to appeal its PHVAP score with as few restrictions as possible.
COWENT: One comment thought 8§ 901.125(a)(3) should specify how |l ong the
State/Field Ofices have to rule on an appeal

RESPONSE: State/Area Ofices will be required to nmeet the 30 day period for
responding to appeals by an internal directive that will be as bindi ng upon
them as a regul atory requirenent.

COWMENT: One comment stated that 8§ 901.125(a)(5) is duplicative of paragraph
(a) (1) (ii).

RESPONSE: The Department agrees and has deleted § 901.125(a)(5) fromthe new

rul e.

I ncentives - § 901.130

COWMENT:  Five conments stated that HUD shoul d specify the actual HUD
requirenents that it intends to waive for high and standard perforners and
supports the extension of any such incentives to standard perforners, as the
proposed rul e acconplishes. The proposed rule falls short of offering any
true incentives that would encourage nore PHAs to inprove their performance.
Besides a certificate, the only other incentives nentioned are being relieved
from unspeci fied procedural requirenents. But the rule also states that the
State/ Area Ofice has the discretion to continue to hold PHAs accountable for
t hose sane requirenments. HUD nmust grant additional flexibility, on the
record, to standard and hi gh perform ng agencies. |In the past, there seens to
have been recognition, but little or no actual relief fromadmnistrative

bur dens.



128

RESPONSE: The Departnment will cite specific incentives for high and standard
performers in the revision of the PHVAP Handbook 7460.5. Incentives are
presented in the handbook rather than the regul ation to enabl e the Departnent
to revise the incentives nore quickly as conditions and circunstances warrant.
COWMENT: One comment felt that the admi nistrative burden on PHAS is grow ng
and requested HUD to consider neasurable relief such as the elimnation of
Davi s- Bacon or project-based accounting for well-nmanaged PHAs.

RESPONSE: The Departmnent cannot elimnate adm nistrative burdens that are
separate statutory requirenments, such as Davis-Bacon and project-based
accounting (applicable to PHAs with 500 or nore units). However, the
Departnent's Labor Relations Ofice is intending to inplenent a provision that
will allow PHAs to obtain only one HUD determ ned wage rate determ nation for
a PHA's entire fiscal year

COWMENT: One comment suggested that HUD exenpt PHAs with three consecutive
years of standard or high perform ng determ nations fromhaving to cal cul ate
and certify their PHVAP indicators. Rather, the indicators could be subject
to the i ndependent public audit (I1PA). |If, and when, the IPA indicates that a
PHA i s experiencing significant managenent problens, it could agai n be subject
to yearly certifications.

RESPONSE: The Department di sagrees with this suggestion because the

i ndependent audit only checks the existence and consistency of a PHA's PHVAP
docunentation; it does not award a score. In addition, a well managed PHA
shoul d have little or no troubled certifying on an annual basis.

COWMENT: One comment proposes that PHAs designated as high performers for a
m ni mum of three consecutive years be required to certify to PHVAP only every
ot her year unless and until they are designated as sonething | ess than high
performers. 1In the event that their PHVAP score slips to standard perforner
or below, PHAs would revert to annual certifications until they, once again,
have established thensel ves as high performers for three consecutive years.
This would not only be a good incentive for PHAs, but al so would reduce

wor kl oad of the HUD offi ces.
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RESPONSE: As stated, above, a well nanaged PHA should have little or no
troubled certifying on an annual basis.

COWENT: One comment feels that HUD s proposal that representatives of high-
performng PHAs may be requested to serve on a Departnmental group working with
troubled PHAs is not of sufficient benefit to nmost PHAs. HUD nust be willing
to provide real cash incentive to the PHAs that performwell, not just pat
them on the back. For instance, if high-performng PHAs are able to enter
into ventures that provide nonies in excess of 100% PFS subsi dy, they should
be able to keep nost, if not all, of it. The ability of high-perform ng PHAs
to generate revenue should not be used to reward | ow perform ng PHAs.
RESPONSE: The Departnent already permts the retention of "other incone," as
stipulated in Notice PIH 96-24, Performance Fundi ng System Policy Revision to
Encourage Public and Indian Housing Authorities to Facilitate Resident

Enpl oynment and Undertake Entrepreneurial Initiatives, issued April 3, 1996.
COWMENT: One comment stated that the proposed rule limts incentives to nod
hi gh performers that are also overall high perforners. This appears to be a
change fromthe previous interimrule, and is unfair. Md high perforners
that are overall standard perforners should be able to benefit from nod

i ncentives.

RESPONSE: The Departnent di sagrees with this comment and believes that only
out st andi ng performance overall and in nodernization warrants the high
performer designation.

COWMENT: One comment encourages HUD to permt the State/ Area Ofices to add
incentives to the extent practical and as deemed appropri ate.

RESPONSE: The Departnent agrees and has anended the new rule to permt

State/ Area OFfices to add incentives to the extent practical and as deened
appropriate, with prior concurrence of such action by the Assistant Secretary.
COWENT: One comment stated that 8§ 901.130(g) of the proposed rule states
that the State/Area Ofice will have discretion to subject a PHA to any

requi renent that would otherwi se be omtted under the specified relief in

accordance with 8§ 901.115. Wsat does this nean? It reads |ike an attenpt to
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catch anything that the rule makers forgot w thout specifying what. Anything
significant that might be recognized at sonme |ater date as omtted should be
addressed as an anendnent to the rule for consistent application nationw de.
RESPONSE: This section refers to cases where the specified unusua
circunstances listed in 8 901.115 exist at a PHA and the State/ Area Ofice
determ nes the necessity of reinstating any review or requirenent.

COWENT: One comment stated that according to 8§ 901.130(a), both high
performers and standard performers will receive incentives. |If so, will these
i ncentives be different for each group? |If not, what is the advantage of

achi eving high performer status?

RESPONSE: The Department agrees, and will provide separate incentives for

both standard and hi gh performers.

Menor andum of Agreenent - § 901. 135

COWMENT: One comment stated that an i ndependent assessment teamis not
di scussed or defined anywhere else in the rule. Wiat is it? Wuat are its

functions? Howis it assenbled? The requirenent for an "independent
assessnment™ prior to "troubl ed" designation should be thoroughly di scussed
sonmewhere in the rule.

RESPONSE: The Departnment went through the procurenment process to contract
with the two consultants that conduct the independent assessnents. The
function of the two consultants is to conduct an assessnent of probl em areas

i ndependent of HUD, issue a report of findings, and perhaps participate in MOA
negoti ati ons. Since the independent assessnment is separate fromthe PHVAP

scoring process, the independent assessnment is addressed only in 8§ 901. 135,

Menor andum of Agreenent, in the new rule.

| mprovenrent Plan - § 901. 145

COWENT: One comment stated that the phrase, "...as well as other performance
and/ or conpliance deficiencies as may be identified as a result of an on-site

review of the PHA's operations..., is too broad and | oose. The | nprovenent
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Plan shouldn't try to cover everything; this nuddies the Inprovenent Plan and
t he PHVAP process. This section should specify that additional issues may be
added to the Inprovenent Plan only if HUD and the PHA agree that they are
directly related to PHA non-performance in the PHVAP defi ci enci es.

RESPONSE: The Departnent di sagrees with this suggestion and believes that the
rul e should provide the flexibility to permt identified deficiencies to be
addressed as soon as possible, whether they are related to PHVAP or not. This

provision allows all identified deficiencies to be addressed in one docunent.

PHVAP Public Record - 8 901. 155

COWMMENT: One comment raised several questions, such as: how do FO A

requi renents apply to PHVAP records, if at all; how do these requirenents
conpl ement each other; are all internal HUD records on the PHVAP assessnent
i ncluded in the "open public record,” including those that woul d be excl uded

fromthe normal FO A request? This should be clarified

RESPONSE: The FO A does apply to PHVAP. The itens listed in § 901. 155
("certifications, the records of exclusion and nodification requests, appeals,
and desi gnations of status based on physical condition and nei ghbor hood
environnent") are all public records, and do not make an excl usive or
exhaustive list. Also included would be such itens as the notification to the
PHA, and the State/Area Ofice scoring sheet. Exenptions authorized under
FOA by 5 U S.C 552(b) would still apply. This sectionis clarified to read
"...as open records, available for public inspection for three years
consistent with the Freedomof Information Act (5 U . S.C 552) and in
accordance with any procedures established by the State/ Area Ofice to

m ni mze disruption of normal office operations.”

Substantial Default - § 901. 200

COWMENT: One comment observed that § 901.200 requires HUD to determ ne a PHA
in "substantial default"” if that PHA has been designated as troubled and does

not show significant inprovenent (i.e., 10 point increase) in its PHVAP score
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within one year. The preanble notes that the rationale for this is that
"troubl ed PHAs have already had nore than adequate tinme to inplenent
corrective action, or will have at |east one year fromthe tinme of its initial
troubl ed designation.” This is not correct. Because of the PHVAP score
notification process, a PHA woul d have I ess than a year to correct
deficiencies once it is notified and before the next assessnent. The tine
frane established for inprovenent is arbitrary and too short for rea

i nprovenent to take place. It may be reasonable for some PHAs but not for
others. Inprovenent in performance is the function of many factors. This
time frame shoul d be changed.

RESPONSE: The rule is nodified to stipulate one year after fina

notification.

Noti ce and Response - § 901. 205

COWMENT: One comment stated that section (a) stipulates that if information
fromany other credible source indicates that there may exi st events or
conditions constituting a substantial breach or default, HUD shall advise a
PHA of such information. Before taking further action, except in cases of
apparent fraud or crimnality, and/or if emergency conditions exist posing an
immnent threat to the life, health or safety of residents, HUD shall afford
the PHA a tinmely opportunity to initiate corrective action. This provision
lends itself to unintentional abuse. The use of unidentified credible sources
as the basis for action on unverified conditions could | eave PHAs vul nerabl e
to becomng the victinms of political witch hunts. Even energency conditions
all ow 24 hours for corrective action. At mninum a PHA should be afforded 24
hours for emergencies and | onger as appropriate for non-energency conditions
to respond with verification that the condition does or does not exist. This
provi sion should be nodified accordingly.

RESPONSE: "Tinely opportunity” varies due to possible individual situations
and the Departnent will provide for a reasonable amount of tine for a PHA to

initiate corrective action. The Departnent will consider each situation
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i ndividually, and on a case by case basis, as appropriate.

Resi dent Participation in Conpetitive Proposals - § 901.220 and

Resident Petitions for Renedial Action - § 901.225

COWENT: One comment stated that 8§ 901.220(b) and § 901.225 require at | east
5% of the residents at a PHA in substantial default to indicate to HUD their
interest in participating in the conpetitive proposal process. This
percentage i s unreasonably low. There isn't a PHA in the country that doesn't
have at |east five people out of 100 eager to get rid of the current PHA
managenent. This doesn't necessarily mean that they know what they are

tal king about or are right. The Department needs to seriously consider a
threshold of interest that is high enough to ensure true interest by the

resi dent popul ation, not just a handful of disgruntled residents.

RESPONSE: The Departnment agrees, and has changed the percentage in the new
rule to require that 20% of the residents at a PHA in substantial default
indicate to HUD their interest in participating in the conpetitive proposa

process.

Techni cal Assistance - § 901. 235

COWMENT: One comment felt that this section is confusing and gives the
inpression that it is designed to limt HUD s ability to offer technica

assi stance and should be clarified.

RESPONSE: The Departnent di sagrees and thinks this section very specifically
states and aut horizes under what circunstances HUD may provide technica

assi stance to troubl ed or near troubl ed PHAs.

IIl. Findings and Certifications

Justification for InterimRul emaki ng. Although this rule could have

been published as a final rule because it was first published as a proposed
rule for prior notice and conment on May 6, 1996 (61 FR 20358), it is being

published as an interimrule to communicate HUD s intention to continue to
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revise and inprove the rule. Followi ng a period of inplenentation and
experience with this rule, HUD will again solicit public comment to further
refine the PHVAP process.

Paperwor k Reduction Act. The information collection requirenents for

t he Public Housi ng Managenment Assessnent Program have been approved by the

O fice of Managenent and Budget in accordance with the Paperwork Reduction Act
of 1995 (44 U.S.C. 3501-3520), and assigned OvVB control nunmber 2577-0156. An
agency may not conduct or sponsor, and a person is not required to respond to,
a collection of information unless the collection displays a valid control
numnber .

Unf unded Mandates Reform Act. Title Il of the Unfunded Mandates Reform

Act of 1995 establishes requirenents for Federal agencies to assess the
effects of their regulatory actions on State, local, local and tri bal
governnments and the private sector. This rule does not inpose any Federal
mandat es on any State, local or tribal governments or the private sector
wi thin the neani ng of the Unfunded Mandates Reform Act of 1995.

Envi ronnental Review. A Finding of No Significant Inpact with respect

to the environnent, in accordance with HUD regul ati ons at 24 CFR part 50,

whi ch inplements § 102(2)(C) of the National Environnental Policy Act of 1969,
was prepared for the proposed rule and remains applicable. The Finding of No
Significant Inpact is available for public inspection between 7:30 a.m and
5:30 p.m weekdays in the Ofice of the Rul es Docket d erk.

I mpact on Small Entities. The Secretary, in accordance with the

Regul atory Flexibility Act (5 U S.C. 605(b)) has reviewed and approved this
rule, and in so doing certifies that this rule will not have a significant
econom ¢ i nmpact on a substantial nunber of small entities, since the rule only
est abl i shes managenment assessnent criteria which will be utilized by
State/ Area O fices for nmonitoring purposes and the provision of technical
assi stance to PHAs.

Federalism The CGeneral Counsel, as the Designated O ficial under

Executive Order 12612, Federalism has determ ned that the policies contained
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inthis rule will not have substantial direct effects on States or their
political subdivisions, or the relationship between the Federal governnent and
the States, or on the distribution of power and responsibilities anong the
various |levels of governnent. The rule is intended to pronote good nanagenent
practices by including, in HUD s relationship with PHAs, continuing review of
PHAs' conmpliance with already existing requirenents. In addition, the rule
carries out, as unobtrusively as possible, a Federal statutory mandate. The
rul e does not create any new significant requirenments of its own. As a
result, the rule is not subject to review under the O der

Fam |y Inpact. The CGeneral Counsel, as the Designated Oficial under

Executive Order 12606, The Fam |y, has determi ned that this rule does not have
potential for significant inpact on famly formation, nmaintenance, and genera
wel | -bei ng, and, thus, is not subject to review under the Oder. The rule

i nvol ves requi rements for managenent assessment of PHAs. Any effect on the
famly would be indirect. To the extent famlies in public housing will be
affected, the inpact of the rule's requirenents is expected to be a positive

one.

Li st of Subjects in 24 CFR Part 901

Publ i ¢ housi ng, reporting and recordkeepi ng requirenents.

Accordingly, part 901 of title 24 of the Code of Federal Regulations is
revised to read as foll ows:
PART 901 - PUBLI C HOUSI NG
MANAGEMENT ASSESSMVENT PROGRAM
Sec.
901. 1 Purpose, program scope and applicability.
901.5 Definitions.
901. 10 I ndi cator #1, vacancy rate and unit turnaround tine.
901. 15 I ndi cator #2, nodernization

901. 20 I ndi cat or #3, rents uncol | ect ed.
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901.
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901.
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901.
901.
901.
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901.

901.
901.
901.
901.
901.
901.

901.

901.

901.

AUTHORI TY:

25
30
35
40
45
100
105
110
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I ndi cat or #4, work orders.

I ndi cat or #5, annual inspection of units and systens.

I ndi cator #6, financial nanagenent.

I ndi cator #7, resident services and comunity buil di ng.
I ndi cat or #8, security.

Data col | ection

Conputi ng assessnent score

PHA request for exclusion or nodification of an

i ndi cator or conponent.

115
120
125
130
135
140
145
150

155
200
205
210
215
220

225
230
235

PHA score and status.

State/ Area O fice functions.

PHA right of appeal

I ncenti ves.

Menor andum of Agreenent.

Rermoval fromtroubl ed status and nod-troubl ed status.

| mprovenent Pl an

PHAs troubled with respect to the program under section 14 (nod-
t roubl ed PHAS) .

PHVAP public record.

Events or conditions that constitute substantial default.

Noti ce and response.

I nterventions.

Contracting and funding.

Resi dent participation in conpetitive proposals to manage the
housi ng of a PHA

Resi dent petitions for remedial action

Recei ver shi p.

Techni cal assi st ance.

42 U S.C. 1437d(j); 42 U.S.C. 3535(d).
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§ 901.1 Purpose, program scope and applicability.

(a) Purpose. This part establishes the Public Housi ng Managenent
Assessnment Program (PHVAP) to inplenment and augnent section 6(j) of the 1937
Act. PHVAP provides policies and procedures to identify public housing agency
(PHA), resident managenent corporation (RMC), and alternative nanagenent
entity (AME) managenent capabilities and deficiencies, recognize high-
perform ng PHAs, designate criteria for defining troubled PHAs and PHAs t hat
are troubled with respect to the program under section 14 (Public Housing
Moder ni zati on Progran), and inprove the managenent practices of troubled PHAs
and nod-troubl ed PHAs.

(b) Program scope. The PHVAP reflects only one aspect of PHA

operations, i.e., the results of its managenent perfornance in specific
program areas. The PHVAP shoul d not be viewed by PHAs, the Departnent or
other interested parties as an all-inclusive and enconpassi ng vi ew of overal
PHA operations. When view ng overall PHA operations, other criteria,
including but not Iimted to, the quality of a PHA' s housing stock, conpliance
i ssues, Fair Housing and Equal Opportunity issues, Board know edge and

oversi ght of PHA operation, etc., even though not covered under the PHVAP, are
necessary in order to determ ne the adequacy of overall PHA operations. The
PHVAP can never be designed to be the sole nmethod of viewing a PHA's overal
operations. A PHA should not nanipul ate the PHVAP systemin the short-termin
order to achieve a higher PHVAP score, thereby delaying or negating |long-term
i nprovenent. Making a correct and viable | ong-termdecision (doing the right
thing) may hurt a PHA in the short-term(i.e., |lower PHVAP score), but wll
result in inmproved housing stock and better overall nmanagement of a PHA over
the I ong-term and a hi gher sustainable PHVAP score.

(c) Applicability. (1) The provisions of this part apply to PHAs and

RMC/ AMEs as noted in the sections of this part. The managenent assessnent of
an RMC/ AME differs fromthat of a PHA. Because an RMC/ AME enters into a
contract with a PHA to perform speci fic managenent functions on a devel opnent -

by- devel opnent or program basis, and because the scope of the nanagenent t hat
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i s undertaken varies, not every indicator that applies to a PHA woul d be
applicable to each RMC/ AME.

(2) Due to the fact that the PHA and not the RMJAME is ultimtely
responsi ble to the Departnent under the ACC, a PHA's score will be based on
all of the devel opments covered by the ACC, including those with managenent
functions assuned by an RMC or AME (pursuant to a court ordered receivership
agreement, if applicable). This is necessary because of the limted nature of
an RMC/ AME' s managenent functions and the regul atory and contractua
rel ati onshi ps anong the Departnment, PHAs and RMC/ AMES.

(3) Asignificant feature of RMC managenent is that 24 CFR 88 964. 225
(d) and (h) provide that a PHA may enter into a nmanagenent contract with an
RMC, but a PHA may not contract for assunption by the RMC of the PHA' s
underlying responsibilities to the Departnent under the Annual Contributions
Contract (ACC).

(4) Wen a PHA' s managenent functions have been assunmed by an AME

(i) If the AVE assunes only a portion of the PHA' s nanagenent
functions, the provisions of this part that apply to RMCs apply to the AME
(pursuant to a court ordered receivership agreenent, if applicable); or

(ii) If the AME assunmes all, or substantially all, of the PHA's
managenent functions, the provisions of this part that apply to PHAs apply to
the AME (pursuant to a court ordered receivership agreenent, if applicable).

(5) To ensure quality nanagenment results froma contract between an AVE
and a PHA, or between an AME and HUD, m ni mum performance criteria that relate
to the PHVAP indicators, as applicable, should be included in such contract.
Failure to nmeet the performance criteria would be a basis for term nation of
the contract. However, even in the absence of explicit contractua
provisions, this part applies to AVES in accordance w th paragraph (b)(4) of

this section, above.

8 901.5 Definitions.

Actual vacancy rate is the vacancy rate calculated by dividing the tota
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nunber of vacancy days in the fiscal year by the total nunber of unit days
available in the fiscal year.

Adj usted vacancy rate is the vacancy rate cal cul ated after excluding the

vacancy days that are exenpted for any of the eligible reasons. It is
cal cul ated by dividing the total nunber of adjusted vacancy days in the fisca
year by the total nunber of unit days available in the fiscal year

Al ternative managenent entity (AVE) is a receiver, private contractor

private manager, or any other entity that is under contract with a PHA or
that is otherw se duly appointed or contracted (for exanple, by court order
pursuant to a court ordered receivership agreenent, if applicable, or agency
action), to nanage all or part of a PHA' s operations. Depending upon the
scope of PHA managenent functions assunmed by the AME, in accordance with

§ 901.1(b)(2), the AME is treated as a PHA or an RMC for purposes of this part
and, as appropriate, the terns PHA and RMC i ncl ude AME

Assessed fiscal year is the PHA fiscal year that has been reviewed for

managenent performance using the PHVAP indicators. Unless otherw se
i ndi cated, the assessed fiscal year is the inmedi ate past fiscal year of a
PHA.

Assi stant Secretary means the Assistant Secretary for Public and Indian

Housi ng of the Departnent.

Available units are dwelling units, (occupied or vacant) under a PHA's

Annual Contributions Contract, that are available for occupancy, after
excluding or adjusting for units approved for non-dwelling use, enployee-
occupi ed units, and vacant units approved for deprogranmng (units approved
for denolition, disposition or units that have been conbi ned).

Aver age nunber of days for non-energency work orders to be conpleted is

calcul ated by dividing the total of the (1) nunber of days in the assessed
fiscal year it takes to close active non-enmergency work orders carried over
fromthe previous fiscal year; (2) the nunber of days it takes to conplete
non- energency work orders issued and cl osed during the assessed fiscal year

and (3) the nunber of days all active non-energency work orders are open in
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t he assessed fiscal year, but not conpleted, by the total nunber of non-
energency work orders used in the calculation of items (1), (2) and (3),
above.

Average turnaround tine is the annual average of the total nunber of

turnaround days between the latter of the legal expiration date of the
i medi ate past | ease or the actual nove-out date of the former tenant
(whenever that occurred, including in some previous fiscal year) and the date
a new | ease takes effect. Each time an individual unit is re-occupied (turned
around) during the fiscal year, the turnaround days for that unit shall be
counted in the turnaround tine. Average turnaround tine is calcul ated by
dividing the total turnaround days for all units re-occupied during the
assessed fiscal year by the total nunmber of units re-occupied during the
assessed fiscal year.

Cash reserve is the anmount of cash avail able for operations at the end
of an annual reporting period after all necessary expenses of a PHA or
devel opnent have been paid or funds have been set-aside for such paynent. The
cash reserve conputation takes into consideration both short-term accounts
recei vabl e and accounts payabl e.

Confirmatory review is an on-site review for the purposes of State/Area

Ofice verification of the performance | evel of a PHA the accuracy of the
data certified to by a PHA, and the accuracy of the data derived from
State/ Area Ofice files.

Correct nmeans to inprove performance in an indicator to a |l evel of grade
C or better.

Cyclical work orders are work orders issued for the performance of

routi ne mai ntenance work that is done in the sanme way at regular intervals.
Exampl es of cyclical work include, but are not Iimted to, nmopping hallways;
picking up litter; cleaning a trash conpactor; changing light bulbs in an
entryway; etc. (Cyclical work orders should not be confused with preventive
mai nt enance work orders.)

Defi ci ency means any grade below C in an indicator or conponent.
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Down tine is the nunber of cal endar days a unit is vacant between the
|ater of the | egal expiration date of the i mediate past | ease or the actua
nove-out date of the former resident, and the date the work order is issued to
mai nt enance.

Dnelling rent refers to the resident dwelling rent charges reflected in

the monthly rent roll(s) and excludes utility reinbursenments, retroactive rent
charges, and any other charges not specifically identified as dwelling rent,
such as mai nt enance charges, excess utility charges and | ate charges.

Dnelling rent to be collected means dwelling rent owed by residents in

possessi on at the begi nning of the assessed fiscal year, plus dwelling rent
charged to residents during the assessed fiscal year

Dwnel ling rent uncoll ected neans unpaid resident dwelling rent owed by

any resident in possession during the assessed fiscal year, but not collected
by the | ast day of the assessed fiscal year.

Dnelling unit is a unit that is either |eased or available for lease to

eligible | owincone residents.

Ef fective | ease date is the date when the executed | ease contract

becomes effective and rent is due and payable and all other provisions of the
| ease are enforceable.

Enmer gency neans physical work itens that pose an i mediate threat to
life, health, safety, or property, or that are related to fire safety.

Enmer gency status abated nmeans that an energency work order is either

fully conpleted, or the emergency condition is tenporarily elimnated and no
| onger poses an imediate threat. |If the work cannot be conpl eted, energency
status can be abated by transferring the resident away fromthe energency

si tuation.

Enmer gency work order is a work order, fromany source, that involves a

ci rcunstance that poses an immedi ate threat to life, health, safety or
property, or that is related to fire safety.

Enpl oyee occupied units refers to units that are occupi ed by enpl oyees

who are required to live in public housing as a condition of their job, rather
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than the occupancy being subject to the normal resident selection process.
HQS nmeans Housing Quality Standards as set forth at 24 CFR § 882.109 and
anended by the Lead-Based Paint regulation at 24 CFR § 35.

| mprovenent Plan is a docunent devel oped by a PHA, specifying the

actions to be taken, including tinetables, that may be required to correct
deficiencies where the grade for an indicator is a grade D or E, and shall be
required to correct deficiencies of failed indicators, identified as a result
of the PHVAP assessment when an MOA is not required

I ndi cat ors neans the nmaj or categories of PHA managenent functions that
are exam ned under this programfor assessnment purposes. The list of
i ndi vidual indicators and the way they are graded is provided in § 901. 10
t hrough 8§ 901. 45.

Lease up tinme is the nunber of cal endar days between the time the repair

of a unit is conpleted and a new | ease takes effect.

Local occupancy/ housi ng codes are the m ni nrum standards for human

occupancy, if any, as defined by the local ordinance(s) of the jurisdiction in
whi ch the housing is | ocated.

Mai nt enance plan is a conprehensive annual plan of a PHA' s mai nt enance

operation that contains the fiscal year's estimted work schedule and which is
supported by a staffing plan, contract schedule, materials and procurenent

pl an, training, and approved budget. The plan should establish a strategy for
nmeeting the goals and tinme frames of the facilities managenment pl anni ng and
execution, capital inprovenents, utilities, and energy conservation
activities.

Maj or systens include, but are not limted to, structural/building

envel opes which include roofing, walls, w ndows, hardware, flashing and
caul ki ng; mechani cal systens which include heating, ventilation, air

condi tioning, plunbing, drainage, underground utilities (gas, electrical and
water), and fuel storage tanks; electrical systens which include underground
systens, above ground systens, elevators, enmergency generators, door bells,

el ectronic security devices, fire alarns, snoke al arnms, outdoor |ighting, and
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i ndoor lighting (halls, stairwells, public areas and exit signs); and
transfornmers.

Make ready tine is the nunber of cal endar days between the date the unit

is referred to mai ntenance for repair by a work order and occupancy is
notified that the unit is ready for re-occupancy.

Menor andum of Agreenment (MOA) is a binding contractual agreenent between

a PHA and HUD that is required for each PHA designated as troubl ed and/or nod-
troubled. The MOA sets forth target dates, strategies and incentives for

i mprovi ng managenent performance; and provi des sanctions if performance does
not result.

Move-out date is the actual date when the resident vacates the unit,

whi ch may or may not coincide with the |egal expiration of the |ease
agr eenent .

Non- energency work order is any work order that covers a situation that

is not an imediate threat to life, health, safety, or property, or that is
unrelated to fire safety.

Percent of dwelling rent uncollected is cal cul ated by dividing the

amount of dwelling rent uncollected by the total dwelling rent to be
col | ect ed.

PHA means a public housing agency. As appropriate in accordance with
§ 901.1(b)(2), PHA al so includes AME.

Per cent age of energency work orders conpleted within 24 hours is the

rati o of energency work orders conpleted in 24 hours to the total nunber of
energency work orders. The formula for calculating this ratio is: tota
energency work orders conpleted (or emergency status abated) in 24 hours or
| ess, divided by the total nunmber of energency work orders.

PHA- generated work order is any work order that is issued in response to

a request fromw thin the PHA adm ni stration.

Preventi ve mai nt enance programis a program under which certain

mai nt enance procedures are systematically performed at regular intervals to

prevent premature deterioration of buildings and systens. The programis
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devel oped and regul arly updated by the PHA, and fully docunments what work is
to be performed and at what intervals. The programincludes a systemfor
tracki ng the perfornmance of preventive mai nt enance worKk.

Preventi ve mai ntenance work order is any work done on a regularly

schedul ed basis in order to prevent deterioration or breakdowns in individua
units or major systens.

Reduced actual vacancy rate within the previous three years is a

conpari son of the vacancy rate in the PHVAP assessnent year (the imediate
past fiscal year) with the vacancy rate of that fiscal year which is tw years
previous to the assessnment year. It is calculated by subtracting the vacancy
rate in the assessnent year fromthe vacancy rate in the earlier year. If a
PHA elects to certify to the reduction of the vacancy rate within the previous
three years, the PHA shall retain justifying docunentation to support its
certification for HUD post review

Reduced the average tinme it took to conpl ete non-enmergency work orders

during the previous three years is a conparison of the average tinme it took to

conpl ete non-energency work orders in the PHVAP assessnent year (the inmmedi ate

past fiscal year) with the average tinme it took to conpl ete non-energency work

orders of that fiscal year which is two years previous to the assessnent year
It is calculated by subtracting the average tinme it took to conplete non-

energency work orders in the PHVAP assessnent year fromthe average tinme it

took to conpl ete non-energency work orders in the earlier year. |If a PHA

elects to certify to the reduction of the average tinme it took to conmplete

non- energency work orders during the previous three years, the PHA shal

retain justifying docunmentation to support its certification for HUD post

revi ew.

Resi dent - generated work order is a work order issued by a PHA in

response to a request froma | ease holder or famly nenber of a | ease hol der

Resi dent managenent corporation (RMC) nmeans the entity that proposes to

enter into, or that enters into, a nanagenent contract with a PHA in

accordance with 24 CFR § 964.120. As appropriate in accordance wth
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§ 901.1(b)(2), RMC al so includes AME.

Routi ne operating expenses are all expenses which are normal, recurring

fiscal year expenditures. Routine expenses exclude those expenditures that
are not normal fiscal year expenditures and those that clearly represent work
of such a substantial nature that the expense is clearly not a routine
occurrence.

St andards equi val ent to HQS are housi ng/ occupancy i nspection standards

that are equal to HUD s Section 8 HQS.

Substantial default neans a PHA is determ ned by the Departnent to be in

violation of statutory, regulatory or contractual provisions or requirenents,
whet her or not these violations would constitute a substantial default or a
substanti al breach under explicit provisions of the relevant Annua
Contributions Contract (ACC) or a Menorandum of Agreenent.

Unit days avail able are the nunber of days that the available units were

avai l abl e for occupancy in a PHA fiscal year. Unit days available are
cal cul ated by adding the nunber of days that each unit was avail able for
occupancy in the year

Units approved for non-dwelling use refers to units approved for non-

dwel ling status for use in the provision of social services, charitable
pur poses, public safety activities and resident services, or used in the
support of econom c self-sufficiency and anti-drug activities.

Units vacant due to circunmstances and acti ons beyond the PHA's control

are dwelling units that are vacant due to circunstances and actions that

prohi bit the PHA from occupying, selling, denvolishing, rehabilitating,

reconstructing, consolidating or nodernizing the units. For purposes of this

definition, circunstances and actions beyond the PHA's control are limted to:
(a) Litigation. The effect of court litigation such as a court order

or settlenent agreenment that is legally enforceable. An exanple would be

units that are required to remain vacant because of fire/police

i nvestigations, coroner's seal, or as part of a court-ordered or HUD approved

desegregation effort.
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(b) Laws. Federal or State |aws of general applicability, or their
i npl enenting regulations. This category does not include units vacant only
because they do not neet m ni mum housi ng and buil di ng code standards
pertaining to construction or habitability under Federal, State, or |ocal |aws
or regul ati ons, except when these code violations are caused for reasons
beyond the control of the PHA, rather than as a result of managenent and/or
mai nt enance failures by the PHA. Exanples of exenpted units under this
category are: vacant units that are docunented to be uninhabitable for
reasons beyond the PHA's control due to high/unsafe |evels of hazardous/toxic
materials (e.g., |ead-based paint or asbestos), by order of the local health
departnment or directive of the Environnental Protection Agency, where the
condi tions causing the order are beyond the control of the PHA, and units kept
vacant because they becane structurally unsound (e.g., buildings damaged by
shrinking/swelling subsoil or simlar situations). Oher exanples are vacant
units in which resident property has been abandoned, but only if State | aw
requires the property to be left in the unit for some period of time, and only
for the period stated in the | aw and vacant units required to remain vacant
because of fire/police investigations, coroner's seal, or court order

(c) Changing market conditions. Exanple of units in this category are

small PHAs that are | ocated in areas experiencing popul ation | oss or econonic
di sl ocations that face a lack of demand in the foreseeable future, even after
the PHA has taken aggressive marketing and outreach neasures. \WWere a PHA

cl ains extraordinary market conditions, the PHA will be expected to docunent
the market conditions to which it refers (the exanpl es of changi ng popul ation
base and conpeting projects are the sinplest), the explicit efforts that the
PHA has nade to address those conditions, the likelihood that those conditions
will be mtigated or elimnated in the near term and why the narket
conditions are such that the PHA is prevented from occupying, selling,
denol i shing, rehabilitating, reconstructing, consolidating or nodernizing the
vacant units. In order to justify the adjustnent, the PHA will need to

docunent the specific market conditions that exi st and docunent narketing and
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outreach efforts. The PHA will need to describe when the downturn in narket
conditions occurred, the location(s) of the unit(s) effected, the likelihood
that these circunstances will be mtigated or elimnated in the near term and
why the market conditions are such that they are preventing the PHA from
occupyi ng, selling, denolishing, rehabilitating, reconstructing,
consol i dati ng, or nodernizing the vacant units.

(d) Natural disasters. These are vacant units that are docunented to

be uni nhabitabl e because of damaged suffered as a result of natural disasters
such as floods, earthquakes, hurricanes, tornadoes, etc. In the case of a
"natural disaster” claim the PHA would be expected to point to a proclanmation
by the President or the Governor that the county or other |local area in
guestion has, in fact, been declared a disaster area.

(e) Insufficient funding. Lack of funding for otherw se approvable

applications made for Conprehensive | nprovenent Assistance Program (Cl AP)
funds (only PHAs with [ess than 250 units are eligible to apply and conpete
for AP funds). This definition will cease to be used if CIAP is replaced by
a formula grant.

(f) Casualty Losses. Vacant units that have sustai ned casualty damage

and are pending resolution of insurance clains or settlenents, but only until
the insurance claimis adjusted, i.e., funds to repair the unit are received.
The vacancy days exenpted are those included in the period of tine between
the casualty loss and the receipt of funds fromthe insurer to cover the |oss
in whole or in part.

Vacancy day is a day when an available unit is not under |ease by an
eligible | owincone resident. The maxi mum nunber of vacancy days for any unit
is the nunmber of days in the year, regardl ess of the total amount of time the
unit has been vacant. Vacancy days are cal cul ated by adding the total nunber
of days vacant fromall available units that were vacant for any reason during
the PHA's fiscal year

Vacant unit is an available unit that is not under |ease to an eligible

| owincone fanmly
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Vacant unit turnaround work order is a work order issued that directs a

vacant unit to be nade ready to lease to a new resident and reflects all work
items to prepare the unit for occupancy.

Vacant unit undergoi ng noderni zation as defined in 24 CFR § 990.102. In

addition, the followi ng apply when conputing time periods for a vacant unit
under goi ng noderni zati on

(1) If awunit is vacant prior to being included in a HUD approved
noder ni zati on budget, those vacancy days that had accunul ated prior to the
unit being included in the nodernization budget must be included as non-
exenpt ed vacancy days in the cal cul ation

(2) The calculation of turnaround time for newy nodernized units
starts when the unit in turned over to the PHA fromthe contractor and ends
when the lease is effective for the new or returning resident. Thus, the
total turnaround tine would be the sum of the pre-nodernization vacancy tine,
and the post-nodernizati on vacancy tine.

(3) Unit-by-unit docunentation, showi ng when a vacant unit was incl uded
in a HUD approved noderni zati on budget, when it was rel eased to the PHA by the
contractor, and when a new | ease is effective for the new or returning
resi dent, nust be maintai ned by the PHA

(4) Units remaining vacant nore than two FFYs after the FFY in which
t he noderni zation funds are approved, may no | onger be exenpted fromthe
cal cul ation of the adjusted vacancy rate if the construction contract has not
been let. These units may be exenpted again, but only after a contract is
let.

Vacant units approved for deprogranm ng exi st when a PHA's application

for the denolition and/or disposition of public housing units has received
witten approval from HUD, or when a PHA's application to conbi ne/convert has
received witten approval from HUD.

Wbrk order is a directive, containing one or nore tasks issued to a PHA
enpl oyee or contractor to performone or nore tasks on PHA property. This

directive describes the location and the type of work to be perforned; the
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date and time of receipt; date and tinme issued to the person or entity
performng the work; the date and tine the work is satisfactorily conpl eted;
the parts used to conplete the repairs and the cost of the parts; whether the
damage was caused by the resident; and the charges to the resident for

resi dent-caused damage. The work order is entered into a | og which indicates
at all tines the status of all work orders as to type (energency, non-
energency), when issued, and when conpl et ed.

Wbrk order conpleted during the i medi ate past fiscal year is any work

order that is conpleted during the PHA's fiscal year regardl ess of when it may
have been received.

Work order deferred for nodernization is any work order that is conbined

with simlar work itens and conpleted within the current PHVAP assessnent
year, or will be conpleted in the following year if there are less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the work order was
generated, under the PHA s nodernization program or other PHA capita

i nprovenents program

§ 901.10 Indicator #1, vacancy rate and unit turnaround tine.

Thi s indicator exam nes the vacancy rate, a PHA's progress in reducing
vacancies, and unit turnaround tinme. Inplicit in this indicator is the
adequacy of the PHA's systemto track the duration of vacancies and unit
t urnaround, including down tine, nmake ready tinme, and |lease up time. This
i ndi cator has a wei ght of x2.

(a) For the calculation of the actual and adjusted vacancy rate (and,
if applicable, unit turnaround tine), the following three categories of units
(as defined in the rule at § 901.5), that are not considered avail able for
occupancy, will be conpletely excluded fromthe conputation

(1) Units approved for non-dwelling use.

(2) Enpl oyee occupied units.

(3) Vacant units approved for deprogranmng (i.e., denolition

di sposition or units that have been conbi ned).
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(b) For the calculation of the adjusted vacancy rate and turnaround
time, the vacancy days for units in the followi ng categories (fully defined in
the rule at 8§ 901.5) shall be exenpted:

(1) Vacant units undergoi ng noderni zation as defined in § 901.5.

(i) Only vacancy days associated with a vacant unit that neets the
conditions of being a unit undergoi ng noderni zation will be exenpted when
cal cul ating the adjusted vacancy rate or, if necessary, the unit turnaround
time. Neither vacancy days associated with a vacant unit prior to that unit
nmeeting the conditions of being a unit undergoi ng noderni zati on nor vacancy
days associated with a vacant unit after construction work has been conpl et ed
or after the time period for placing the vacant unit under construction has
expired shall be exenpted.

(ii) A PHA nust maintain the foll ow ng docunentation to support its
determ nati on of vacancy days associated with a vacant unit that neets the
conditions of being a unit undergoi ng noderni zation

(A) The date on which the unit met the conditions of being a vacant
unit undergoi ng noderni zati on: and

(B) The date on which construction work was conpleted or the tine
period for placing the vacant unit under construction expired.

(2) Units vacant due to circunmstances and actions beyond the PHA' s
control as defined in 8 901.5. Such circunstances and actions may i ncl ude:

(i) VLitigation, such as a court order or settlenment agreenment that is
| egal | y enforceabl e.

(ii) Federal or, when not preenpted by Federal requirements, State |aw
of general applicability or their inplenmenting regul ations.

(iii) Changi ng market conditions.

(iv) Natural disasters.

(v) Insufficient funding for otherw se approvable applications nmade for
CIAP funds. This definition will cease to be used if CIAP is replaced by a
formula grant.

(vi) Vacant units that have sustained casualty damage and are pendi ng
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resol ution of insurance clains or settlenents, but only until the insurance
claimis adjusted. A PHA nust mamintain at |east the foll owi ng docunentation
to support its determ nation of vacancy days associated with units vacant due
to circunmstances and acti ons beyond the PHA' s control

(A) The date on which the unit nmet the conditions of being a unit
vacant due to circunstances and actions beyond the PHA' s control

(B) Docunentation identifying the specific conditions that distinguish
the unit as a unit vacant due to circunstances and actions beyond the PHA s
control as defined in 8§ 901.5;

(C The actions taken by the PHA to elimnate or mtigate these
condi tions; and

(D) The date on which the unit ceased to nmeet such conditions and
becane an avail able unit.

(E) This supporting docunmentation is subject to review and may be
requested for verification purposes at any tinme by HUD

(c) Conponent #1, vacancy percentage and progress in reduci ng

vacanci es. A PHA may choose whether to use the actual vacancy rate, the
adj usted vacancy rate or a reduction in the actual vacancy rate within the
past three years. Thi s component has a wei ght of x2.

(1) Gade A The PHA is in one of the follow ng categories:

(i) An actual vacancy rate of 3%or |ess; or

(ii) An adjusted vacancy rate of 2% or |ess.

(2) Gade B: The PHA is in one of the follow ng categories:

(i) An actual vacancy rate of greater than 3% and | ess than or equal to
5% or

(ii) An adjusted vacancy rate of greater than 2% and | ess than or equa
to 3%

(3) Gade C The PHA is in one of the follow ng categories:

(i) An actual vacancy rate of greater than 5% and | ess than or equal to
7% or

(ii) An adjusted vacancy rate of greater than 3% and | ess than or equa
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to 4% or

(iii) The PHA has reduced its actual vacancy rate by at |east 15
percentage points within the past three years and has an adj usted vacancy rate
of greater than 4% and | ess than or equal to 5%

(4) Gade D0 The PHA is in one of the follow ng categories:

(i) An actual vacancy rate of greater than 7% and | ess than or equal to
9% or

(ii) An adjusted vacancy rate of greater than 4% and | ess than or equa
to 5% or

(iii) The PHA has reduced its actual vacancy rate by at |east 10
percentage points within the past three years and has an adj usted vacancy rate
of greater than 5% and | ess than or equal to 6%

(5) Gade EE The PHA is in one of the follow ng categories:

(i) An actual vacancy rate of greater than 9% and | ess than or equal to
10% or

(ii) An adjusted vacancy rate of greater than 5% and | ess than or equa
to 6% or

(iii) The PHA has reduced its actual vacancy rate by at |east five
percentage points within the past three years and has an adj usted vacancy rate
of greater than 6% and | ess than or equal to 7%

(6) Gade F: The PHA is in one of the follow ng categories:

(i) An actual vacancy rate greater than 10% or

(ii) An adjusted vacancy rate greater than 7% or

(iii) An adjusted vacancy rate of greater than 6% and | ess than or
equal to 7% and the PHA has not reduced its actual vacancy rate by at | east
five percentage points within the past three years.

(d) Conponent #2, unit turnaround tinme. This conponent is to be

conpl eted only by PHAs scoring bel ow a grade C on conmponent #1. This
conmponent has a wei ght of x1.
(1) Gade A: The average nunber of cal endar days between the tine when

a unit is vacated and a new | ease takes effect for units re-occupied during



the PHA' s assessed fi scal to 20 cal endar

(2)

is vacated and a new | ease takes effect for

year, is less than or equa

Grade B: The average nunber of cal endar days between the
a unit units re-occupied

the PHA's assessed fiscal year, is greater than 20 cal endar days and

or equal
(3)

is vacated and a new | ease takes effect for

to 25 cal endar days.
Grade C. The average nunber of cal endar days between the
a unit units re-occupied

the PHA's assessed fiscal year, is greater than 25 cal endar days and

or equal
(4)

is vacated and a new | ease takes effect for

to 30 cal endar days.
Grade D: The average nunmber of cal endar days between the
a unit units re-occupied

the PHA's assessed fiscal year, is greater than 30 cal endar days and

or equal
(5)

is vacated and a new | ease takes effect for

to 40 cal endar days.
Grade E: The average nunber of cal endar days between the
a unit units re-occupied

the PHA's assessed fiscal year, is greater than 40 cal endar days and

or equal
(6)

is vacated and a new | ease takes effect for

to 50 cal endar days.

Grade F: The average nunber of cal endar days between the

a unit units re-occupied

the PHA's assessed fiscal year, is greater than 50 cal endar days.

8 901.15 Indicator #2, nodernization

This indicator is automatically excluded if a PHA does not
noder ni zati on program
three Federal fiscal

over years (FFY) ol d,

t he adequacy of contract administration, the quality of the physica

t he adequacy of budget controls. Al conponents apply to both the

Conpr ehensi ve Grant Program (CGP),
Program (Cl AP) and | ead based pai nt
any successor

#5 apply to fundi ng under the Hope VI

ri sk assessment funding (1992-1995),
program(s) to the CGP or the CIAP. Only conponents #3,
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days.
ti me when
during

| ess than

ti me when
during

| ess than

ti me when
during

| ess t han

ti me when
during

| ess than

time when

during

have a
Thi s indicator exam nes the anount of unexpended funds

the tineliness of fund obligation

wor k, and

t he Conprehensive | nprovenent Assi stance

and

#4 and

Program and the Vacancy Reduction
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Program for the assessnent of this indicator. This indicator has a wei ght of
x1.5.

(a) Conponent #1, unexpended funds over three Federal fiscal years

(FFYs) old. This conponent has a weight of x1.

(1) Gade A:- The PHA has no unexpended funds over three
FFYs old or is able to denonstrate one of the follow ng:

(i) The unexpended funds are |l eftover funds and will be recaptured
after audit;

(ii) There are no unexpended funds past the original HUD approved
i npl enent ati on schedul e deadl i ne that allowed | onger than three FFYs; or

(iii) The PHA has extended the tinme within 30 cal endar days after the
expendi ture deadline and the time extension is based on reasons outside of the
PHA's control, such as need to use l|leftover funds, unforeseen delays in
contracting or contract adm nistration, litigation, material shortages, or
ot her non-PHA institutional delay.

(2) Gade F: The PHA has unexpended funds over three FFYs old and is
unabl e to denonstrate any of the above three conditions; or the PHA requests
HUD approval of a tine extension based on reasons within the PHA's control

(b) Conponent #2, tineliness of fund obligation. This conmponent has a

wei ght of x2.

(1) Gade A:- The PHA has no unobligated funds over two FFYs old or is
able to denmonstrate one of the follow ng:

(i) There are no unobligated funds past the original HUD approved
i npl enent ati on schedul e deadl i ne that allowed | onger than two FFYs; or

(ii) The PHA has extended the tine within 30 cal endar days after the
obligation deadline and the tine extension is based on reasons outside of the
PHA's control, such as need to use |leftover funds, unforeseen delays in
contracting or contract adm nistration, litigation, material shortages, or
ot her non-PHA institutional delay.

(2) Gade F: The PHA has unobligated funds over two FFYs old and is

unabl e to denonstrate any of the above two conditions; or the PHA requests HUD
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approval of a tinme extension based on reasons within the PHA's control

(c) Conponent #3, adequacy of contract administration. For the

pur poses of this conmponent, the term"findings" means a violation of a
statute, regulation, Annual Contributions Contract or other HUD requirenent in
the area of contract adm nistration. This conponent has a weight of x1.5.

(1) Gade A: Based on HUD s | atest on-site inspection and/or audit,
where a witten report was provided to the PHA at | east 75 cal endar days
before the end of the PHA's fiscal year, there were no findings related to
contract admnistration or the PHA has corrected all such findings.

(2) Gade C Based on HUD s | atest on-site inspection and/or audit,
where a witten report was provided to the PHA at | east 75 cal endar days
before the end of the PHA's fiscal year, there were findings related to
contract administration and the PHA is in the process of correcting all such
findi ngs.

(3) Gade F: Based on HUD s | atest on-site inspection and/or audit,
where a witten report was provided to the PHA at |east 75 cal endar days
before the end of the PHA's fiscal year, there were findings related to
contract administration and the PHA has failed to initiate corrective actions
for all such findings or those actions which have been initiated have not
resulted in progress toward renedying all of the findings.

(d) Conponent #4, quality of the physical work. For the purposes of

this component, the term "findings" nmeans a violation of a statute,
regul ati on, Annual Contributions Contract or other HUD requirenent in the area
of physical work quality. This conponent has a wei ght of x3.

(1) Gade A:- Based on HUD s | atest on-site inspection, where a witten
report was provided to the PHA at | east 75 cal endar days before the end of the
PHA's fiscal year, there were no findings related to the quality of the
physi cal work or the PHA has corrected all such findings.

(2) Gade C Based on HUD s |l atest on-site inspection, where a witten
report was provided to the PHA at |east 75 cal endar days before the end of the

PHA's fiscal year, there were findings related to the quality of the physica
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work and the PHA is in the process of correcting all such findings.

(3) Gade F: Based on HUD s | atest on-site inspection, where a witten
report was provided to the PHA at | east 75 cal endar days before the end of the
PHA's fiscal year, there were findings related to the quality of the physica
work and the PHA has failed to initiate corrective actions for all such
findings or those actions which have been initiated have not resulted in
progress toward renedying all of the findings.

(e) Conponent #5, adequacy of budget controls. This conponent has a

wei ght of x1.

(1) Gade A® The CG PHA has expended noderni zation funds only on work
i n HUD- approved CGP Annual Statements, CGP Five-Year Action Plan, excluding
energenci es, or Cl AP Budgets, or has obtained prior HUD approval for required
budget revisions. The Cl AP PHA has expended noderni zation funds only on work
i n HUD- approved Cl AP Budgets or related to originally approved work or has
obt ai ned prior HUD approval for required budget revisions.

(2) Gade F: The CG PHA has expended noderni zation funds on work that
was not in HUD approved CGP Annual Statements, CGP Five-Year Action Plan,
excl udi ng emergencies, or Cl AP Budgets, and did not obtain prior HUD approval
for required budget revisions. The Cl AP PHA has expended noderni zati on funds
on work that was not in HUD approved Cl AP Budgets or was unrelated to
originally approved work and did not obtain prior HUD approval for required

budget revi sions.

8 901.20 Indicator #3, rents uncoll ected.

This indicator examnes the PHA's ability to collect dwelling rent owed
by residents in possession during the inmedi ate past fiscal year by neasuring
t he bal ance of dwelling rents uncollected as a percentage of total dwelling
rents to be collected. This indicator has a weight of x1.5.

(a) Gade A: The percent of dwelling rent uncollected in the i mediate
past fiscal year is less than or equal to 2% of total dwelling rent to be

col | ect ed.
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(b) Gade B: The percent of dwelling rent uncollected in the i mediate
past fiscal year is greater than 2% and | ess than or equal to 4%of tota
dwelling rent to be coll ected.

(c) Gade C The percent of dwelling rent uncollected in the i mediate
past fiscal year is greater than 4% and | ess than or equal to 6%of tota
dwelling rent to be coll ected.

(d) Gade Di The percent of dwelling rent uncollected in the i mediate
past fiscal year is greater than 6% and | ess than or equal to 8% of tota
dwelling rent to be coll ected.

(e) Gade E: The percent of dwelling rent uncollected in the i mediate
past fiscal year is greater than 8% and | ess than or equal to 10% of tota
dwelling rent to be coll ected.

(f) Gade F: The percent of dwelling rent uncollected in the i mediate

past fiscal year is greater than 10% of total dwelling rent to be collected.

8 901.25 Indicator #4, work orders.

Thi s indicator exam nes the average nunmber of days it takes for a work
order to be conpleted, and any progress a PHA has made during the preceding
three years to reduce the period of time required to conplete maintenance work
orders. Inplicit in this indicator is the adequacy of the PHA's work order
systemin terms of how a PHA accounts for and controls its work orders, and
its tinmeliness in preparing/issuing work orders. This indicator has a wei ght
of x1.

(a) Conponent #1, energency work orders conpleted within 24 hours or

less. Al enmergency work orders should be tracked. This conponent has a
wei ght of x1.

(1) Gade A: At |least 99% of emergency work orders were conpl eted or
t he emergency was abated within 24 hours or less during the PHA's i medi ate
past fiscal year.

(2) Gade B: At |east 98% of enmergency work orders were conpl eted or

t he emergency was abated within 24 hours or less during the PHA's i medi ate
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past fiscal year.

(3) Gade C At least 97% of emergency work orders were conpl eted or
t he emergency was abated within 24 hours or less during the PHA's i medi ate
past fiscal year.

(4) Gade D0 At |east 96% of enmergency work orders were conpl eted or
t he emergency was abated within 24 hours or less during the PHA's i medi ate
past fiscal year.

(5) Gade EE At |east 95% of enmergency work orders were conpl eted or
t he enmergency was abated within 24 hours or less during the PHA's i medi ate
past fiscal year.

(6) Gade F: Less than 95% of energency work orders were conpl eted or
t he emergency was abated within 24 hours or less during the PHA's i medi ate
past fiscal year.

(b) Conponent #2, average nunber of days for non-energency work orders

to be conpleted. Al non-energency work orders that were active during the

assessed fiscal year should be tracked (including preventive mai ntenance work
orders), except non-energency work orders fromthe date they are deferred for
noder ni zation, issued to prepare a vacant unit for re-rental, or issued for
t he performance of cyclical maintenance. This conponent has a wei ght of x2.

(1) Gade A Al non-emergency work orders are conpleted within an
average of 25 cal endar days.

(2) Gade B: Al non-enmergency work orders are conpleted within an
average of greater than 25 cal endar days and |l ess than or equal to 30 cal endar
days.

(3) Gade C The PHA is in one of the follow ng categories:

(i) Al non-enmergency work orders are conpleted within an average of
greater than 30 cal endar days and |l ess than or equal to 40 cal endar days; or

(ii) The PHA has reduced the average tinme it takes to conplete non-
energency work orders by at |east 15 days during the past three years.

(4) Gade D0 The PHA is in one of the follow ng categories:

(i) Al non-enmergency work orders are conpleted within an average of
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greater than 40 cal endar days and |l ess than or equal to 50 cal endar days; or

(ii) The PHA has reduced the average tinme it takes to conplete non-
energency work orders by at | east 10 days during the past three years.

(5) Gade EE The PHA is in one of the follow ng categories:

(i) Al non-enmergency work orders are conpleted within an average of
greater than 50 cal endar days and |l ess than or equal to 60 cal endar days; or

(ii) The PHA has reduced the average tine it takes to conplete non-
energency work orders by at |east 5 days during the past three years.

(6) Gade F: The PHA is in one of the follow ng categories:

(i) Al non-enmergency work orders are conpleted within an average of
greater than 60 cal endar days; or

(ii) The PHA has not reduced the average tine it takes to conplete non-

energency work orders by at |east 5 days during the past three years.

§ 901.30 Indicator #5, annual inspection of units and systens.

Thi s indicator exam nes the percentage of units that a PHA i nspects on
an annual basis in order to determ ne short-term maintenance needs and | ong-
term noderni zati on needs. Inplicit in this indicator is the adequacy of the
PHA' s inspection programin terns of the quality of a PHA' s inspections, and
how a PHA tracks both inspections and needed repairs. Al occupied units are
required to be inspected. This indicator has a weight of x1.

(a) Units in the follow ng categories are exenpted and not included in
the cal culation of the total nunber of units, and the nunber and percentage of
units inspected. Systens that are a part of individual dwelling units that
are exenpted, or a part of a building where all of the dwelling units in the
buil ding are exenpted, are also exenpted fromthe cal culation of this
i ndi cator:

(1) GCccupied units where the PHA has made two docunented attenpts to
i nspect, but only if the PHA can docunent that appropriate |legal action (up to
and including eviction of the legal or illegal occupant(s)), has been taken

under provisions of the |lease to ensure that the unit can be subsequently
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i nspect ed.

(2) Units vacant for the full imediate past fiscal year for the
foll owi ng reasons, as defined at § 901.5:

(i) Vacant units undergoi ng nodernization; and

(ii) Vacant units that are docunmented to be uninhabitable for reasons
beyond a PHA' s control due to:

(A) High/unsafe |l evels of hazardous/toxic materials;

(B) By order of the Iocal health departnment or a directive of the
Envi ronnental Protection Agency;

(C© Natural disasters; and

(D) Units kept vacant because they becanme structurally unsound.

(b) Conponent #1, annual inspection of units. This conponent refers to

an inspection using either the | ocal housing and/or occupancy code, or HUD HQS
if there is no |local code or the local code is less stringent that HQS. This
conmponent has a wei ght of x1.

(1) Gade A:- The PHA inspected 100% of its units and, if repairs were
necessary for |local code or HQS conpliance, either conpleted the repairs
during the inspection; issued work orders for the repairs; or referred simlar
work itens to the current year's nodernization program or to next year's
noder ni zation programif there are less than three nonths remaining before the
end of the PHA fiscal year when the inspection was conpl et ed.

(2) Gade B: The PHA inspected | ess than 100% but at | east 97%of its
units and, if repairs were necessary for |ocal code or HQS conpliance, either
conpleted the repairs during the inspection; issued work orders for the
repairs; or referred simlar work items to the current year's nodernization
program or to next year's nodernization programif there are |less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the inspection was
conpl et ed.

(3) Gade C The PHA inspected | ess than 97% but at |east 95% of its
units and, if repairs were necessary for |ocal code or HQS conpliance, either

conpleted the repairs during the inspection; issued work orders for the



161

repairs; or referred simlar work items to the current year's nodernization
program or to next year's nodernization programif there are |less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the inspection was
conpl et ed.

(4) Gade Do The PHA inspected | ess than 95% but at |east 93%of its
units and, if repairs were necessary for |ocal code or HQS conpliance, either
conpleted the repairs during the inspection; issued work orders for the
repairs; or referred simlar work itenms to the current year's nodernization
program or to next year's nodernization programif there are |less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the inspection was
conpl et ed.

(5) Gade E: The PHA inspected | ess than 93% but at |east 90% of its
units and, if repairs were necessary for |ocal code or HQS conpliance, either
conpleted the repairs during the inspection; issued work orders for the
repairs; or referred simlar work items to the current year's nodernization
program or to next year's nodernization programif there are |less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the inspection was
conpl et ed.

(6) Gade F: The PHA has failed to inspect at |least 90%of its units;
or failed to correct deficiencies during the inspection or issue work orders
for the repairs; or failed to refer simlar work itenms to the current year's
noder ni zati on program or to next year's nodernization programif there are
| ess than three nmonths remai ni ng before the end of the PHA fiscal year when
t he i nspection was conpl et ed.

(c) Conponent #2, annual inspection of systenms. This conponent

exam nes the inspection of buildings and sites according to the PHA' s

mai nt enance plan, including perform ng the required maintenance on structures
and systens in accordance with manufacturer's specifications and established
| ocal / PHA standards, or issuing work orders for maintenance/repairs, or
including identified deficiencies in this year's nodernization program or in

next year's nodernization programif there are | ess than three nonths
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remai ni ng before the end of the PHA fiscal year when the inspection was
performed. This conponent has a wei ght of xI1.

(1) Gade A The PHA inspected all mmjor systens at 100% of its
buil di ngs and sites, according to its mai ntenance plan. The inspection
i ncl uded perform ng the required nmai ntenance on structures and systens in
accordance with manufacturer's specifications and established | ocal/PHA
standards, or issuing work orders for maintenance/repairs, or including
identified deficiencies in the current year's nodernization program or in
next year's nodernization programif there are | ess than three nonths
remai ni ng before the end of the PHA fiscal year when the inspection was
per f or med.

(2) Gade B: The PHA inspected all mmjor systens of at |[east a m nimum
of 90% but | ess than 100% of its buildings and sites, according to its
mai nt enance plan. The inspection included perform ng the required mai ntenance
on structures and systens in accordance with manufacturer's specifications and
est abl i shed | ocal / PHA standards, or issuing work orders for maintenance/
repairs, or including identified deficiencies in the current year's
noder ni zati on program or in next year's nodernization programif there are
| ess than three nmonths remai ni ng before the end of the PHA fiscal year when
t he i nspection was perforned.

(3) Gade C The PHA inspected all mmjor systens of at |east a m nimum
of 80% but |less than 90% of its buildings and sites, according to its
mai nt enance plan. The inspection included perform ng the required mai ntenance
on structures and systens in accordance with manufacturer's specifications and
est abl i shed | ocal / PHA standards, or issuing work orders for mnaintenance/
repairs, or including identified deficiencies in the current year's
noder ni zati on program or in next year's nodernization programif there are
| ess than three nmonths remai ning before the end of the PHA fiscal year when
t he i nspection was performned.

(4) Gade D0 The PHA inspected all major systens of at |east a m nimum

of 70% but less than 80% of its buildings and sites, according to its
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mai nt enance plan. The inspection included perform ng the required mai ntenance
on structures and systens in accordance with manufacturer's specifications and
est abl i shed | ocal / PHA standards, or issuing work orders for maintenance/
repairs, or including identified deficiencies in the current year's
noder ni zati on program or in next year's nodernization programif there are
| ess than three nonths remai ning before the end of the PHA fiscal year when
t he i nspection was performned.

(5) Gade E: The PHA inspected all mmjor systens of at l[east a m ni mum
of 60% but |less than 70% of its buildings and sites, according to its
mai nt enance plan. The inspection included perform ng the required mai ntenance
on structures and systens in accordance with manufacturer's specifications and
est abl i shed | ocal / PHA standards, or issuing work orders for maintenance/
repairs, or including identified deficiencies in the current year's
noder ni zati on program or in next year's nodernization programif there are
| ess than three nmonths remai ning before the end of the PHA fiscal year when
t he i nspection was performned.

(6) Gade F: The PHA failed to inspect all major systens of at |east
60% of its buildings and sites and performthe required mai ntenance on these
systens in accordance with manufacturers specifications and established
| ocal / PHA standards, or did not issue work orders for maintenance/repairs, or
did not include identified deficiencies in the current year's nodernization
program or in next year's nodernization programif there are |less than three
nmont hs remai ni ng before the end of the PHA fiscal year when the inspection was

per f or med.

§ 901.35 Indicator #6, financial managenent.

Thi s indicator exam nes the anount of cash reserves avail able for
operations and, for PHAs scoring bel ow a grade C on cash reserves, energy/
utility consunption expenses. This indicator has a weight of xI1.

(a) Conponent #1, cash reserves. This conmponent has a wei ght of x2

(1) Gade A: Cash reserves available for operations are greater than
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or equal to 15% of total actual routine expenditures, or the PHA has cash
reserves of $3 nillion or nore.

(2) Gade B: Cash reserves available for operations are greater than
or equal to 12.5% but |ess than 15% of total actual routine expenditures.

(3) Gade C Cash reserves available for operations are greater than
or equal to 10% but less than 12.5% of total actual routine expenditures.

(4) Gade Di Cash reserves available for operations are greater than
or equal to 7.5% but less than 10% of total actual routine expenditures.

(5) Gade E: Cash reserves are greater than or equal to 5% but |ess
than 7.5% of total actual routine expenditures.

(6) Gade F: Cash reserves available for operations are |less than 5%
of total actual routine expenditures.

(b) Conponent #2, energy consunption. Either option A or option B of

this component is to be conpleted only by PHAs that score bel ow a grade C on
component #1. Regardless of a PHA's score on conponent #1, it will not be
scored on component #2 if all its units have tenant paid utilities. Annua
energy/utility consunption expenses includes water and sewage usage. This
conponent has a wei ght of x1.

(1) Option A, annual energy/utility consunption expenses.

(i) Gade A- Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have not
i ncreased.

(ii) Gade B: Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have not
i ncreased by nore than 3%

(iii) Gade C Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have
i ncreased by nore than 3% and | ess than or equal to 5%

(iv) Gade D. Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have

i ncreased by nore than 5% and | ess than or equal to 7%
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(v) Gade E: Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have
i ncreased by nore than 7% and | ess than or equal to 9%

(vi) Gade F: Annual energy/utility consunption expenses, as conpared
to the average of the three years' rolling base consunption expenses, have
i ncreased by nore than 9%

(2) Option B, energy audit.

(i) Gade A The PHA has conpleted or updated its energy audit within
the past five years and has inplenmented all of the recommendations that were
cost effective.

(ii) @Gade C. The PHA has conpleted or updated its energy audit within
the past five years, has devel oped an inplenentation plan and is on schedul e
with the inplementation plan, based on avail able funds. The inplenentation
plan identifies at a mninmum the itenms fromthe audit, the estimted cost,

t he pl anned fundi ng source, and the anticipated date of conpletion for each
item

(iii) Gade F: The PHA has not conpleted or updated its energy audit
within the past five years, or has not devel oped an inplenentation plan or is
not on schedule with its inplenmentation plan, or has not inplenented all of

the recommendati ons that were cost effective, based on avail abl e funds.

§ 901.40 Indicator #7, Resident Services and Community Building. This

i ndi cator exanmines the PHA's efforts to deliver quality customer services and
to encourage partnerships with residents, resident organizations, and the

| ocal community, including non-PHA service providers, that help inprove
managemnment operations at the PHA; and to encourage prograns that pronote

i ndi vidual responsibility, self inprovenent and community invol venent anong
resi dents and assist themto achi eve econonmc uplift and devel op sel f-
sufficiency. Also, if applicable, this indicator exam nes PHA perfornmance
under any special HUD grant(s) adm nistered by the PHA. PHAs can get credit

for performance under non-HUD funded prograns if they choose to be assessed
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for these prograns. PHAs with fewer than 250 units or with 100% el derly

devel opnents will not be assessed under this indicator unless they request to
be assessed at the tinme of PHVAP certification submission. This indicator has
a wei ght of x1.

(a) Conponent #1, economic uplift and self-inprovement. PHAs will be

assessed for all the progranms that the PHA has HUD funding to inplenent.

Al so, PHAs can get credit for inplementation of prograns through partnerships
wi th non-PHA providers, even if the prograns are not funded by HUD or the PHA,
if they choose to be assessed for them PHAs nust select either to be
assessed for all or none of the non-HUD funded prograns. This conmponent has a
wei ght of x1.

(1) Gade A:- The PHA Board of Conmi ssioners, by resolution, has
adopted one or nore economic uplift and self-inprovenment prograns, exanples
i nclude but are not limted to, the Section 3 program honeownership, PHA
support for resident education, training, child-care, job-placenent prograns,
Head Start, etc., and the PHA can docunent that it has inplenented these
progranms in devel opnments covering at |east 90%of its famly occupied units,
either directly or through partnerships with non-PHA providers, and the PHA
nmoni tors perfornmance under the progranms and issues reports concerning
progress, including residents receiving services and residents enpl oyed, under
t hese prograns.

(2) Gade C The PHA Board of Conmi ssioners, by resolution, has
adopted one or nore econonic uplift and self-inprovement prograns, including
but not Iimted to, the prograns described in grade A above, and the PHA can
docunent that it has inplenmented these prograns in devel opments covering at
| east 60% of its famly occupied units, either directly or through
partnershi ps with non-PHA providers, and the PHA staff nonitors perfornmance
under the programs and issues reports to the Board concerni ng progress,

i ncluding residents receiving services and residents enpl oyed, under these
progr ans.

(3) Gade F: The PHA Board of Conmi ssioners, by resolution, has not
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adopted one or nore econonic uplift and self-inprovement prograns, including
but not limted to, the prograns described in grade A above, or the PHA has
not inplenmented these prograns in devel opnents covering at |east 60%of its

famly occupied units, either directly or through partnerships w th non-PHA
provi ders.

(b) Conponent #2, resident organization. This conmponent has a wei ght

of x1.

(1) Gade A- The PHA can docunent formal recognition of, a system of
conmuni cati on and col | aboration with, and support for resident councils where
t hese exist, and where no resident council exists, the PHA can docunent its
encour agenent for the formation of such councils.

(2) Gade F: The PHA cannot docunent formal recognition of, or a
system of communi cati on and col |l aboration with, or docunment its support for
resi dent councils where these exist, or where no resident council exists, the
PHA cannot docunent its encouragenent for the formation of such councils.

(c) Conponent #3, resident involvenment. Inplicit in this conponent is

the need to ensure a PHA's delivery of quality customer services to residents.
Thi s component has a wei ght of x1.

(1) Gade A:- The PHA Board of Commi ssioners, by resolution, provides
for resident representation on the Board and comm ttees, and the PHA has
i mpl enent ed neasures that ensure the opportunity for regular resident input
into plans and the evaluation for ongoing quality of |ife and housing
managemnment conditions, including but not limted to, nodernization and
devel opnent prograns, screening and ot her occupancy matters, relocation, the
operating budget, resident prograns, security and mai nt enance prograns.

(2) Gade C The PHA Board of Conmmi ssioners, by resolution, provides
for resident representation on the Board and comm ttees, and the PHA has
i npl enent ed neasures that ensure the opportunity for regular resident input
into plans and the evaluation for ongoing quality of |ife and housing
managenent conditions in the nodernization and devel opnent prograns and at

| east three of the remaining six areas described in grade A, above.
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(3) Gade F: The PHA Board of Conmi ssioners, by resolution, did not
provide for resident representation on the Board and conmittees, or the PHA
has not i npl emented neasures that ensure the opportunity for regul ar resident
i nput into plans and the evaluation for ongoing quality of |life and housing
managenent conditions in the nodernization and devel opnent prograns and at
| east three of the remaining six areas described in grade A above.

(d) Conponent #4, resident prograns managenent. Thi s conponent

exam nes a PHA' s nanagenent of HUD funded resident progranms. However, PHAs
can also get credit for performance under non-HUD funded progranms if they
choose to be assessed for them PHAs nust select either to be assessed for
all or none of the non-HUD funded prograns. This conmponent has a wei ght of
x1.

(1) Gade A If the PHA has any HUD funded special prograns that
benefit the residents, including but not limted to, the Fam |y | nvestnent
Center (FIC, Youth Sports (YS), Food Banks, Health Cinics, Youth
Apprenticeship Program (YAP), Fanmily Sel f-Sufficiency (FSS), or a Resident
Managenment (RM) or Tenant Qpportunity Prograns (TOP) where the PHA is the
contract admnistrator, the PHA can docunment that it is neeting at |east 90%
of its goals under the inplenentation plan for any and all of these prograns.

(2) Gade C If the PHA has any HUD- funded special prograns that
benefit the residents, including but not limted to, the prograns described in
grade A, above, the PHA can docunent that it is neeting at |east 60%of its
goal s under the inplenmentation plan for any and all of these prograns.

(3) Gade F: If the PHA has any HUD- funded special prograns that
benefit the residents, including but not limted to, the prograns described in
grade A, above, the PHA cannot docunent that it is neeting at |east 60%of its

goal s under the inplenmentation plan for all of these prograns.

§ 901.45 Indicator #8, security.

This indicator evaluates the PHAs perfornmance in tracking crine rel ated

problens in their devel opnments, reporting incidence of crime to |local |aw
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enf orcenent agenci es, the adoption and inplenmentation of tough applicant
screening and resident eviction policies and procedures, and, as applicable,
PHA perfornmance under any HUD drug prevention or crinme reduction grant(s).
PHAs can get credit for performance under non-HUD funded progranms if they
choose to be assessed for these prograns. PHAs with fewer than 250 units will
not be assessed under this indicator unless they request to be assessed at the
time of PHVAP certification submi ssion. This indicator has a weight of x1.

(a) Conponent #1, Tracking and Reporting Crinme Related Problens. This
conponent has a wei ght of x1.

(1) Gade A:- The PHA Board, by resolution, has adopted policies and
the PHA has inpl enented procedures and can docunent that it (1) tracks crine
and crinme-related problens in at |east 90% of its devel opments, and (2) has a
cooperative systemfor tracking and reporting incidents of crinme to |oca
police authorities to inprove | aw enforcenent and crinme prevention

(2) Gade C The PHA Board, by resolution, has adopted policies and
the PHA has inpl enented procedures and can docunent that it (1) tracks crine
and crine-related problens in at | east 60% of its devel opnents, and (2)
reports incidents of crime to local police authorities to inprove |aw
enforcenent and crime prevention

(3) Gade F: The PHA Board, by resolution, has not adopted policies
and the PHA has not inplenented procedures or cannot document that it (1)
tracks crinme and crime-related problens in at |east 60%of its devel opnents,
or (2) reports incidents of crime to local police authorities to inprove |aw
enforcenent and crime prevention

(b) Conponent #2, Screening of Applicants. This conponent has a wei ght
of x1.

(1) Gade A:- The PHA Board, by resolution, has adopted policies and
the PHA has inpl enmented procedures and can docunment that it successfully
screens out and denies admi ssion to a public housing applicant who:

(i) Has a recent history of crimnal activity involving crines to

persons or property and/or other crimnal acts that woul d adversely affect the
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health, safety or welfare of other residents or PHA personnel

(ii) Was evicted, because of drug-related crimnal activity, from
housi ng assi sted under the U. S. Housing Act of 1937, for a minimumof a three
year period begi nning on the date of such eviction, unless the applicant has
successfully conpl eted, since the eviction, a rehabilitation program approved
by the public housing agency;

(iii) The PHA has reasonable cause to believe is illegally using a
control | ed substance; or

(iv) The PHA has reasonabl e cause to believe abuses al cohol in a way
t hat causes behavior that may interfere with the health, safety, or right to
peaceful enjoynment of the prem ses by other residents or PHA personnel

(2) Gade C The PHA Board, by resolution, has adopted policies and
the PHA has i npl enented procedures, but cannot docunment results in
successfully screening out and denying adm ssion to a public housing applicant
who neets the criteria as described in grade A, above.

(3) Gade F: The PHA has not adopted policies or has not inplenmented
procedures that result in screening out and denying adm ssion to a public
housi ng applicant who neets the criteria as described in grade A above, or
t he screening procedures do not result in the denial of adm ssion to a public
housi ng applicant who neets the criteria as described in grade A above.

(c) Conponent #3, Lease Enforcement. This conponent has a wei ght of
x1.

(1) Gade A:- The PHA Board, by resolution, has adopted policies and
the PHA has inpl enented procedures and can docunment that it appropriately
evi cts any public housing resident who:

(i) The PHA has reasonabl e cause to believe engages in any crimna
activity that threatens the health, safety, or right to peaceful enjoynent of
the prem ses by other residents or PHA personnel

(ii) The PHA has reasonabl e cause to believe engages in any drug-
related crimnal activity (as defined at section 6(1) of the 1937 Act (42
U S.C 1437d(l)) on or off the PHA's property; or
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(iii) The PHA has reasonabl e cause to believe abuses al cohol in such a
way that causes behavior that may interfere with the health, safety, or right
to peaceful enjoynent of the prem ses by other residents or PHA personnel

(2) Gade C The PHA Board, by resolution, has adopted policies and
the PHA has inpl enented procedures, but cannot docunment results in
appropriately evicting any public housing resident who neets the criteria as
described in grade A, above.

(3) Gade F: The PHA has not adopted policies or has not inplenmented
procedures that docunent results in the eviction of any public housing
resi dent who neets the criteria as described in grade A, above, or the
eviction procedures do not result in the eviction of public housing residents
who neet the criteria as described in grade A above.

(d) Conponent #4, Gant Program Goals. This conponent exam nes a PHA's
managenent of HUD-funded drug prevention or crinme reduction prograns.

However, PHAs can al so get credit for perfornmance under non-HUD funded
prograns if they choose to be assessed for them PHAs nmust select either to
be assessed for all or none of the non-HUD funded prograns. This conponent
has a wei ght of x1.

(1) Gade A: If the PHA has any special drug prevention program or
crime reduction program funded by any HUD funds, the PHA can document that the
goals are related to drug and crine rates, and it is neeting at |east 90% of
its goals under the inplenentation plan for any and all of these prograns.

(2) Gade C If the PHA has any special drug prevention program or
crime reduction program funded by any HUD funds, the PHA can document that the
goals are related to drug and crine rates, and it is neeting at |east 60% of
its goals under the inplenentation plan for any and all of these prograns.

(3) Gade F: If the PHA has any special drug prevention program or
crime reduction program funded by any HUD funds, the PHA does not have a
system for docunenting or cannot docunent that the goals are related to drug
and crinme rates, or cannot document that it is nmeeting 60%or nore of its

goal s under the inplenentation plan for any and all of these prograns.
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8 901. 100 Data collection

(a) Information on sone of the indicators will be derived by the
State/ Area Ofice fromexisting reporting and data forns.

(b) A PHA shall provide certification as to data on indicators not
col l ected according to paragraph (a) of this section, by submtting a
certified questionnaire within 60 cal endar days after the end of the fisca
year covered by the certification

(1) The certification shall be approved by PHA Board resolution, and
signed and attested to by the Executive Director

(2) PHAs shall maintain docunmentation for three years verifying al
certified indicators for HUD on-site review

(3) APHA may include along with its certification subm ssion, rather
than t hrough an exclusion or nodification request, any information bearing on
t he accuracy or conpl eteness of the data used by HUD (corrected data, late
reports, previously omtted required reports, etc.) in grading an indicator
HUD wi Il consider this assertion in grading the affected indicator

(4) If a PHA does not submt its certification, or submts its
certification |late, appropriate sanctions may be inposed, including a
presunptive rating of failure in all of the PHVAP indicators, which may result
in troubled and nod-troubl ed designati ons.

(5) A PHA that cannot provide justifying docunentation to HUD during
the conduct of a confirmatory review, or other verification reviews), for any
i ndi cator(s) or conponent(s) certified to, shall receive a failing grade in
that indicator(s) or conponent(s), and its overall PHVAP score shall be
| ower ed.

(6) If the data for any indicator(s) or conponent(s) that a PHA
certified to cannot be verified by HUD during the conduct of a confirmatory
review, or any other verification reviewm(s), the State/Area Ofice shal
change a PHA' s grade for any indicator(s) or conponent(s), and its overal

PHVAP score, as appropriate, to reflect the verified data obtained during the
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conduct of such review.

(7) A PHA that cannot provide justifying docunentation to the
i ndependent auditor for the indicator(s) or conponent(s) that the PHA
certified to, as reflected in the audit report, shall receive a grade of F for
that indicator(s) or conponent(s), and its overall PHVAP score shall be
| ower ed.

(8) A PHA's PHVAP score for individual indicators or components, or its
overal | PHVAP score, may be changed by the State/ Area Ofice pursuant to the
data included in the i ndependent audit report, as applicable.

(9) A PHA s certification and supporting docunentation will be post-
reviewed by HUD during the next on-site review as determ ned by risk
managenent, but is subject to verification at any tine. Appropriate sanctions
for intentional false certification will be inposed, including suspension or
debarment of the signatories, the |oss of high perfornmer designation, a |ower
grade for individual indicators and a | ower PHVAP total weighted score.

(c) For those devel opnents of a PHA where managenent functions have
been assumed by an RMC, the PHA's certification shall identify the devel opnent
and the managenent functions assuned by the RMC. The PHA shall obtain a
certified questionnaire fromthe RMC as to the managenent functions undertaken
by the RMC. The PHA shall submit the RMC s certified questionnaire along with
its own. The RMC s certification shall be approved by its Executive Director

or Chief Executive Oficer of whatever title.

§ 901.105 Conputing assessment score.

(a) Gades within indicators and conponents have the foll owi ng point

val ues:
(1) Gade A = 10.0 points;
(2) Gade B= 8.5 points;
(3) Gade C= 7.0 points;
(4) Gade D= 5.0 points;
(5 Gade E= 3.0 point; and
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(6) Gade F = 0.0 points.

(b) If indicators or conmponents are designated as having additiona
wei ght (e.g., x1.5 or x2), the points in each grade will be nultiplied tines
t he additional weight.

(c) Indicators will be graded individually. Conmponents w thin an
indicator will be graded individually, and then will be used to determne a
single grade for the indicator, by dividing the total nunmber of conponent
points by the total nunber of conmponent weights and rounding off to two
deci mal places. The total nunber of conmponent weights for this purpose
i ncl udes a one for conponents that are unweighted (i.e., they are weighted x1,
rather than x1.5 or x2).

(d) Adjustnment for physical condition and nei ghborhood environnent.

The overall PHVAP score will be adjusted by addi ng additional points that
reflect the adjustnent to be given to the differences in the difficulty of
managi ng devel opnments that result from physical condition and nei ghbor hood
envi ronnent :

(1) Adjustments shall apply to the followi ng three indicators only:

(i) Indicator #1, vacancy rate and unit turnaround;

(ii) Indicator #4, work orders; and

(iii) Indicator #5, annual inspection and condition of units and
syst ens.

(2) Definitions of physical condition and nei ghborhood environnment are:

(i) Physical condition: refers to units |ocated in devel opnents over

ten years old that require major capital investnment in order to neet |oca
codes or m ni mum HQS st andards, whichever is applicable. This excludes
devel opnents that have been conprehensively nodernized.

(ii) Neighborhood environnent: refers to units located within

devel opnents where the i medi ate surroundi ng nei ghborhood (that is a majority
of the census tracts or census block groups on all sides of the devel opnent)
has at |east 51% of famlies with incomes bel ow the poverty rate as docunent ed

by the | atest census data.
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(3) Any PHA with 5% or nore of its units subject to either or both of
t he above conditions shall, if they so choose, be issued an adjusted PHVAP
score in addition to the regular score based solely upon the certification of
the PHA. The adjusted score shall be calculated as foll ows:

Percent of Units Subject to

Physi cal Condition and/or Extra
Nei ghbor hood Envi ronnent: Poi nt s
At | east 5% but |ess than 10% .5
At | east 10% but I ess than 20% 6
At | east 20% but I ess than 30% 7
At | east 30% but I ess than 40% . 8
At | east 40% but I ess than 50% 9
At | east 50% 1.0

(i) These extra points will be added to the score (grade) of the
i ndicator(s) to which these conditions may apply. A PHA is required to
certify on form HUD- 50072, PHVAP Certification, the extent to which the
conditions apply, and to which of the indicators the extra scoring points
shoul d be added.

(ii) Units in devel opments that have received substanti al
rehabilitation within the past ten years are not eligible to be included in
the cal culation of total PHA units due to physical condition only.

(iii) A PHA that receives a grade of A under indicators #4 and/or #5
may not claimthe additional adjustnment for indicator #1 based on physica
condition of its devel opnents, but may cl aimadditional adjustnment based on
nei ghbor hood envi ronnent.

(iv) A PHA that receives the maxi mum potential weighted points on
i ndicators #1, #4 and/or #5 may not clai many additional adjustment for
physi cal condition and/ or nei ghborhood environnent for the respective
i ndi cator(s).

(v) A PHA s score for indicators #1, #4 and/or #5, after any

adj ustment (s) for physical condition and/or nei ghborhood environnent, may not
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exceed t he maxi mum potential wei ghted points assigned to the respective
i ndi cator(s).

(4) If only certain units or devel opments received substanti al
rehabilitation, the additional adjustment shall be prorated to exclude the
units or devel opments with substantial rehabilitation

(5) The Date of Full Availability (DOFA) shall apply to scattered site
units, where the age of units and buil dings vary, to determ ne whether the
units have received substantial rehabilitation within the past ten years and
are eligible for a adjusted score for the physical condition factor

(6) PHAs shall maintain supporting docunentation to show how t hey
arrived at the nunber and percentage of units out of their total inventory
that are subject to adjustnent.

(i) If the basis was nei ghborhood environment, the PHA shall have on
file the appropriate maps showi ng the census tracts or census bl ock groups
surroundi ng the devel opnent(s) in question with supporting census data show ng
the I evel of poverty. Units that fall into this category but which have
al ready been renpved from consi deration for other reasons (permtted
exenptions and nodifications and/ or exclusions) shall not be counted in this
cal cul ati on.

(ii) For the physical condition factor, a PHA woul d have to naintain
docunent ati on showi ng the age and condition of the units and the record of
capital inprovenents, indicating that these particular units have not received
noder ni zati on funds.

(iii) PHAs shall also docunent that in all cases, units that were

exenpted for other reasons were not included in the calcul ation

§ 901.110 PHA request for exclusion or nodification of an indicator or

conponent .
(a) A PHA shall have the right to request the exclusion or nodification
of any indicator or conponent in its managenent assessnent, thereby excl udi ng

or nodi fying the inpact of those indicator's or conponent's grades in its
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PHVAP t ot al wei ghted score

(b) Exclusion and nodification requests shall be submtted by a PHA at
the tine of its PHVAP certification submission to the State/ Area Ofice al ong
wi th supporting docunmentary justification, rather than during the appeal
process.

(c) Requests for exclusions and nodifications that do not include
supporting docunmentary justification will not be considered.

(d) Indicator #2, nodernization, shall be automatically excluded by the
State/ Area Ofice if a PHA does not have an open nodernization program

(e) Indicator #7, resident services and comunity building, shall be
automatically excluded by the State/Area Ofice for PHAs with fewer than 250
units, or with 100% el derly devel opnents, unless they request to be assessed
at the tinme of the PHVAP certification subm ssion.

(f) Indicator #8, security, shall be automatically excluded by the
State/ Area Ofice for PHAS with fewer than 250 units unless they request to be

assessed at the tinme of the PHVAP certification subm ssion.

8 901.115 PHA score and st atus.

(a) PHAs that achieve a total weighted score of 90% or greater shall be
designated high perforners. A PHA shall not be designated as a hi gh perforner
if it scores below a grade of C for any indicator. High performers will be
af forded incentives that include relief fromreporting and other requirenents,
as described in § 901. 130.

(b) PHAs that achieve a total weighted score of 90% or greater on its
overall PHWVAP score and on indicator #2, nodernization, shall be designated
nod- hi gh perforners.

(c) PHAs that achieve a total weighted score of |ess than 90% but not
| ess than 60% shal |l be designated standard. Standard perforners will be
af forded incentives that include relief fromreporting and other requirenents,
as described in § 901. 130.

(d) PHAs that achieve a total weighted score of |ess than 60% shall be
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desi gnated as troubl ed.

(e) PHAs that achieve 60% of the maxi mum cal cul ati on for indicator #2,
noder ni zati on, shall be designated as nod-troubl ed.

(f) Each PHA shall post a notice of its final PHVAP score and status in
appropriate conspi cuous and accessible locations in its offices within two
weeks of receipt of its final score and status. In addition, HUD will publish
every PHA's score and status in the FEDERAL REGQ STER

(g) A PHA that cannot provide justifying docunentation to HUD during
the conduct of a confirmatory review, or other verification review(s), for any
i ndi cator(s) or conponent(s) certified to, shall receive a failing grade in
that indicator(s) or conponent(s), and its overall PHVAP score shall be
| ower ed.

(h) If the data for any indicator(s) or conponent(s) that a PHA
certified to cannot be verified by HUD during the conduct of a confirmatory
review, or any other verification review(s), the State/Area Ofice shal
change a PHA' s grade for any indicator(s) or conponent(s), and its overal
PHVAP score, as appropriate, to reflect the verified data obtained during the
conduct of such review.

(i) A PHA that cannot provide justifying docunentation to the
i ndependent auditor for the indicator(s) or conponent(s) that the PHA
certified to, as reflected in the audit report, will receive a grade of F for
that indicator(s), and its overall PHVAP score will be | owered.

(j) A PHA' s PHVAP score for individual an indicator(s), component(s) or
its overall PHVAP score may be changed by the State/ Area Ofice pursuant to
the data included in the independent audit report, as applicable.

(k) I'n exceptional circunstances, even though a PHA has satisfied al

of the indicators for high or standard perfornmer designation, the State/ Area
O fice may conduct any review as necessary, including a confirmatory review,
and deny or rescind incentives or high performer status, as described in

par agraphs (a) and (b) of this section in the case of a PHA that:

(1) 1Is operating under a special agreenent w th HUD
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(2) Is involved inlitigation that bears directly upon the managenent
of a PHA

(3) 1s operating under a court order;

(4) Denonstrates substantial evidence of fraud or m sconduct, including
evi dence that the PHA's certification of indicators is not supported by the
facts, resulting fromsuch sources as a confirmatory review, routine reports
and reviews, an Ofice of Inspector General investigation/audit, an
i ndependent auditor's audit or an investigation by any appropriate |egal
aut hority; or

(5) Denonstrates substantial nonconpliance in one or nore areas
(i ncluding areas not assessed by the PHVAP). Areas of substanti al
nonconpl i ance i nclude, but are not limted to, nonconpliance with statutes
(e.g., Fair Housing and Equal Opportunity statutes); regulations (e.g., 24 CFR
§ 85); or the Annual Contributions Contract (ACC) (e.g., the ACC, form HUD
53012A, Section 4, Mssion of the PHA). Substantial nonconpliance woul d cast
doubt on the PHA's capacity to preserve and protect its public housing
devel opnents and operate them consistent with Federal |aw and regul ati ons.

(1) Wen a State/Area Ofice Public Housing Director acts for any of
the reasons stated in paragraph (k) of this section, the State/Area Ofice
will send witten notification to the PHA with a specific explanation of the
reasons. An information copy will be forwarded to the Assistant Secretary for
Publ i c and | ndi an Housi ng.

(m A PHA may appeal denial of high performer status in accordance wth

§ 901.125.

8 901.120 State/Area Ofice functions.

(a) The State/Area Ofice will assess each PHA within its jurisdiction
on an annual basis:

(1) The State/ Area Ofice will make determ nations for high-perform ng,
standard, troubled PHAs and nod-troubl ed PHAs in accordance with a PHA's PHVAP

wei ght ed score.
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(2) The State/Area Ofice will also make determ nations for exclusion
and nodification requests.

(b) Each State/Area Ofice will notify each PHA of the PHA's grade and
the grade of the RMC (if any) assum ng managenent functions at any of the
PHA' s devel opnents, in each indicator; the PHA' s nanagenent assessment tota
wei ghted score and status, and if applicable; its adjustment for physica
condi ti on and nei ghborhood environnment; any determ nati ons concerni ng
excl usion and nodification requests; and any deadline date by which appeal s
must be received. PHA notification should include offers of pertinent
techni cal assistance in problem areas, suggestions for means of inproving
probl em areas, and areas of relief and incentives as a result of high
performer status. The PHA nust notify the RMC (if any) in witing,

i medi ately upon receipt of the State/Area Ofice notification, of the RMC s
gr ades.

(c) An on-site confirmatory revi ew nay be conducted of a PHA by HUD
The purpose of the on-site confirmatory reviewis to verify those indicators
for which a PHA provides certification, as well as the accuracy of the
information received in the State/Area Ofice pertaining to the remnaining
i ndi cators.

(1) \Whenever practicable, a confirmatory revi ew shoul d be conducted by
HUD prior to the issuance of a PHA's initial notification letter. The results
of the confirmatory review shall be included in the PHA's initial notification
letter.

(2) If, in an exceptional circunstance, a confirmatory reviewis
conducted after the State/ Area Ofice issues the initial notification letter
the State/ Area Ofice shall explain the results of the confirmatory review in
witing, correct the PHA's total weighted score, as appropriate, and reissue
the initial notification letter to the PHA

(3) The State/ Area Ofice shall conduct a confirmatory review of a PHA
with 100 or nore units under nanagenent that scores |less than 60%for its

total weighted score, or less than 60% on indicator #2, nodernization, before
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initially designating the PHA as troubled or nod-troubled. The results of the
confirmatory review shall be included in the PHA' s initial notification
letter.

(4) The State/ Area Ofice shall conduct a confirmatory review on a
yearly basis of all troubled and nod-troubl ed PHAs.

(5) The State/ Area Ofice shall conduct a confirmatory review of a PHA
with 100 or nore units under nmanagenent prior to the renoval of troubled or
nod- t r oubl ed desi gnati on.

(6) Independent confirmatory reviews (team nenbers from other State/
Area Ofices) shall be conducted of troubled PHAs with 1250 or nore units
under managenent prior to the renoval of troubled designation

(d) A PHA that cannot provide justifying docunentation to HUD during
the conduct of a confirmatory review, or other verification reviews), for any
i ndi cator(s) or conponent(s) certified to, shall receive a failing grade in
that indicator(s) or conponent(s), and its overall PHVAP score shall be
lowered by the State/ Area Ofice. The State/Area Ofice shall explain to the
PHA t he reason(s) for the change(s) in witing, correct the PHA's grade for an
i ndi vi dual conponent (s) and/or indicator(s) and total weighted score, as
appropriate, and reissue the initial notification letter to the PHA

(e) If the data for any indicator(s) or conponent(s) that a PHA
certified to cannot be verified by HUD during the conduct of a confirmatory
review, or any other verification reviewm(s), the State/Area Ofice shal
change a PHA' s grade for any indicator(s) or conponent(s), and its overal
PHVAP score, as appropriate, to reflect the verified data obtained during the
conduct of such review. The State/Area Ofice shall explain to the PHA the
reason(s) for the change(s) in witing, correct the PHA's grade for an
i ndi vi dual conponent (s) and/or indicator(s) and total weighted score, as
appropriate, and reissue the initial notification letter to the PHA

(f) A PHA that cannot provide justifying docunentation to the
i ndependent auditor for the indicator(s) or conponent(s) that the PHA

certified to, as reflected in the audit report, will receive a grade of F for
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that indicator(s), and its overall PHVAP score will be |lowered by the
State/ Area Ofice. The State/ Area Ofice shall explain to the PHA the
reason(s) for the change(s) in witing, correct the PHA's grade for an

i ndi vi dual conponent (s) and/or indicator(s) and total weighted score, as
appropriate, and reissue the initial notification letter to the PHA

(g) A PHA's PHVAP score for an individual indicator(s), component(s) or
its overall PHVAP score may be changed by the Area/State Ofice pursuant to
the data included in the independent audit report, as applicable. The
State/ Area O fice shall explain to the PHA the reason(s) for the change(s) in
witing, correct the PHA's grade for an individual conponent(s) and/or
i ndicator(s) and total weighted score, as appropriate, and reissue the initial
notification letter to the PHA

(h) Determ nations on appeals and on petitions to renove troubled or
nod-troubl ed status will be nmade by the State/Area O fice.

(i) Determnations of intentional false certifications will be made by
the State/Area Ofice. State/Area Ofices shall consult with the local Ofice
of I nspector CGeneral for guidance in cases of determ nations of intentiona
fal se certification.

(j) 1In exceptional circunstances, the State/Area Ofice may deny or

rescind a PHA's status as a standard or high perfornmer, in accordance wth
§ 901.115(i), so that it will not be entitled to any of the areas of relief
and incentives.

(k) The State/Area Ofice will maintain PHVAP files for public

i nspection in accordance with 8§ 901. 155.

§ 901.125 PHA right of appeal

(a) A PHA has the right to appeal its PHVAP score to the State/ Area
Ofice, including a troubled designation or a nod-troubl ed designation. A PHA
may appeal its nanagenent assessment rating on the basis of data errors (any
di spute over the accuracy, calculation, or interpretation of data enployed in

t he gradi ng process that would affect a PHA's PHVAP score), the denial of
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exclusion or nodification requests when their denial affects a PHA's tota
wei ghted score, the denial of an adjustnent based on the physical condition
and nei ghbor hood environment of a PHA' s devel opnents, or a determ nation of
intentional false certification

(1) A PHA may appeal its nmanagenment assessnment rating to the State/Area
Ofice only for the reasons stated in paragraph (a) of this section

(i) A PHA may not appeal its PHVAP score to the State/ Area Ofice
unless it has submtted its certification to the State/ Area Ofice.

(ii) A PHA may not appeal its PHVAP score to the State/Area Ofice if
the reason the PHA received a deficient grade in any indicator or conponent
was due to the fact the PHA did not submt a required report in a tinely
manner or w thout an approved tinme extension

(iii) A PHA may not appeal its PHVAP score to the State/ Area Ofice if
the reason the PHA received a failing grade in any indicator or conponent was
due to the fact that the PHA did not provide justifying docunentation to the
i ndependent auditor for any indicator(s) or conponent(s) the PHA certified to.

(2) The appeal shall be submtted to the State/ Area Ofice and shal
i ncl ude supporting docunentary justification of the reasons for the appeal

(3) The State/Area Ofice will nmake determ nations on initial appeals
and will transmt the determ nation of the appeal to the PHA in a notification
letter that will also include the date and place for submitting any further
appeal

(4) Appeals submitted to the State/ Area Ofice without appropriate
docunentation will not be considered and will be returned to the PHA

(b) Appeals of rescission of high perforner designation shall be nmade
directly to the Assistant Secretary for Public and Indian Housing.

(c) A PHA may appeal the denial of an initial appeal by the State/Area
Ofice to the Assistant Secretary for Public and Indian Housing for the
foll owi ng reasons:

(1) Initial appeals denying high performer designation

(2) Initial appeals denying the renoval of troubled designation
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(3) Initial appeals denying the renoval of nod-troubl ed designation

(4) The denial of an appeal of a determination of intentional false
certification,

(5) Data errors;

(6) The denial of exclusion or nodification requests when their denial
affects a PHA's total weighted score

(7) The denial of an adjustnent based on the physical condition and
nei ghbor hood environnent of a PHA' s devel opnents;

(8) The refusal of a petition in accordance with 8§ 901.140 to renove
troubl ed or nod-troubl ed designati ons.

(d) A PHA may appeal its managenent assessnment rating to the Assistant
Secretary for Public and Indian Housing only for the reasons stated in
par agraph (c) of this section

(e) A PHA may not appeal its PHVAP score to the Assistant Secretary
unless it has submtted its certification to the State/ Area Ofice.

(f) Appeals submitted to the Assistant Secretary for Public and Indian
Housi ng wi t hout appropriate docunmentation will not be considered and will be
returned to the PHA

(g) The date and place by which any appeal nust be submitted will be
specified in the letter fromthe State/Area Ofice notifying the PHA of any
determ nation or action. For exanple, the State/Area Ofice initial
notification letter or denial of initial appeal letter will specify the date
and pl ace by which appeals nust be received. The date specified will be the
15th cal endar day after the letter is mailed, not counting the day the letter
is muiled. |If the 15th day falls on a weekend or holiday, the date specified
will be the next day that is not on a weekend or a holiday. Any appeal not

recei ved by the specified tine and place will not be considered.

8 901. 130 Incentives.

(a) A PHA that is designated high perforner or standard performer will

be relieved of specific HUD requirenents, effective upon notification of high
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or standard performer designation.

(b) A PHA shall not be designated a nod-high perforner and be entitled
to the applicable incentives unless it has been designated an overall high
per f or mer.

(c) High-performng PHAs, and RMCs that receive a grade of A on each of
the indicators for which they are assessed, will receive a Certificate of
Commendation fromthe Departnment as well as special public recognition.

(d) Representatives of high-performng PHAsS may be requested to serve
on Departnental working groups that will advise the Departnment in such areas
as troubled PHAs and performance standards for all PHAs.

(e) State/Area Ofices may award incentives to PHAs on an indivi dual
basis for a specific reason(s), such as a PHA making the right decision that
i npacts | ong-termoverall managenment or the quality of a PHA' s housi ng stock,
with prior concurrence fromthe Assistant Secretary.

(f) Relief fromany standard procedural requirenments does not mnean that
a PHA is relieved fromconpliance with the provisions of Federal |aw and
regul ati ons or other handbook requirements. For exanple, although a high or
standard performer may be relieved of requirenents for prior HUD approval for
certain types of contracts for services, it must still conmply with all other
Federal and State requirenments that remain in effect, such as those for
conpetitive bidding or conpetitive negotiation (see 24 CFR 85. 36):

(1) PHAs will still be subject to regular independent auditor (IA)
audits.

(2) Ofice of Inspector CGeneral (O G audits or investigations wll
continue to be conducted as circunstances may warrant.

(g) In exceptional circunstances, the State/Area Ofice will have
di scretion to subject a PHA to any requirenment that woul d otherw se be onm tted

under the specified relief, in accordance with § 901.115(i).

§ 901.135 Menorandum of Agreenent.

(a) After consulting the independent assessnent team and review ng the
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report identified in section 6(j)(2)(b) of the 1937 Act, a Menorandum of
Agreenent (MDA), a binding contractual agreenent between HUD and a PHA, shal
be required for each PHA designated as troubl ed and/ or nod-troubled. The
scope of the MOA may vary dependi ng upon the extent of the problens present in
the PHA, but shall include:

(1) Baseline data, which should be raw data but nmay be the PHA's score
in each of the indicators identified as a problem or other rel evant areas
identified as problematic;

(2) Annual and quarterly performance targets, which nmay be the
attai nment of a higher grade within an indicator that is a problem or the
description of a goal to be achieved, for exanple, the reduction of rents
uncol l ected to 6% or | ess by the end of the MOA annual period

(3) Strategies to be used by the PHA in achieving the performance
targets within the tine period of the MOA

(4) Technical assistance to the PHA provided or facilitated by the
Departnment, for exanple, the training of PHA enpl oyees in specific nanagenent
areas or assistance in the resolution of outstandi ng HUD nonitoring findings;

(5) The PHA's commitment to take all actions within its control to
achi eve the targets;

(6) Incentives for neeting such targets, such as the renoval of
troubl ed or nod-troubl ed designati on and Departnmental recognition for the nost
i nproved PHAs;

(7) The consequences of failing to neet the targets, including such
sanctions as the inposition of budgetary limtations, declaration of
substantial default and subsequent actions, limted denial of participation
suspensi on, debarnment, or the inposition of operating funding and
noder ni zati on threshol ds; and

(8) A description of the involvenent of |ocal public and private
entities, including PHA resident |eaders, in carrying out the agreenent and
rectifying the PHA's problens. A PHA shall have primary responsibility for

obt ai ni ng active local public and private entity participation, including the
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i nvol venent of public housing resident |eaders, in assisting PHA inprovenent
efforts. Local public and private entity participation should be prem sed
upon the participant's knowl edge of the PHA, ability to contribute technica
expertise with regard to the PHA's specific problem areas and authority to
make prelimnary/tentative commitnents of support, financial or otherw se.

(b) A MA shall be executed by:

(1) The PHA Board Chairperson and acconpani ed by a Board resol ution, or
a receiver (pursuant to a court ordered receivership agreenent, 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 agreenment, if applicable) or other AME-designated
Chi ef Executive Oficer;

(3) The Director, State/Area Ofice of Public Housing, except as stated
in (d) of this section; and

(4) The appointing authorities of the Board of Comm ssioners, unless
exenpted by the State/ Area Ofice.

(c) The Departnent encourages the inclusion of the resident |eadership
in MOA negotiations and the execution of the MOA

(d) Upon designation of a large PHA (1250 or nore units under
managenent) as troubled, the State/Area Ofice shall make a referral to HUD
Headquarters for appropriate recovery intervention and the execution of an MOA
by the Assistant Secretary for Public and Indi an Housi ng.

(e) APHAwW Il monitor MOA inplenentation to ensure that performance

targets are nmet in terns of quantity, tineliness and quality.

8 901. 140 Renpval fromtroubl ed status and nod-troubl ed status.

(a) A PHA has the right to petition the State/ Area Ofice for the
renoval of a designation as troubled or nod-troubl ed.

(b) A PHA may appeal any refusal to renove troubled and nod-troubled
designation to the Assistant Secretary for Public and Indian Housing in

accordance with § 901. 125.
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(c) APHA with fewer that 1250 units under nanagenment will be renoved
fromtroubled status by the State/ Area Ofice upon a determ nation by the
State/ Area Ofice that the PHA's assessnment reflects an i nprovenent to a | evel
sufficient to renove the PHA fromtroubled status, or nod-troubled, i.e., a
total wei ghted managenent assessnent score of 60% or nore, and upon the
conduct of a confirmatory review for PHAs with 100 or nore units under
managenent .

(d) A PHA with 1250 units or nore under nanagenent will be renoved from
troubl ed status by the Assistant Secretary for Public and Indian Housi ng upon
a recomendation by the State/ Area Ofice when a PHA's assessnent reflects an
i nprovenent to a level sufficient to renove the PHA fromtroubled or nod-
troubled status, i.e., a total weighted nmanagenment assessment score of 60% or
nmore, and upon the conduct of an independent confirmatory review (team nmenbers

fromother State/ Area Ofices).

§ 901.145 |nprovenent Pl an.

(a) After receipt of the State/Area Ofice notification letter in
accordance with 8 901.120(b) or receipt of a final resolution of an appeal in
accordance with 8§ 901.125 or, in the case of an RMC, notification of its
i ndi cator grades froma PHA a PHA or RMC shall correct any deficiency
indicated in its managenent assessnent wi thin 90 cal endar days.

(b) A PHA shall notify the State/Area Ofice of its action to correct a
deficiency. A PHA shall also forward to the State/Area Ofice an RMC s report
of its action to correct a deficiency.

(c) If the State/Area Ofice determnes that a PHA or RMC has not
corrected a deficiency as required within 90 cal endar days after receipt of
its final notification letter, the State/Area Ofice may require a PHA, or a
RMC t hrough the PHA, to prepare and subnit to the State/ Area Ofice an
| mprovenent Plan within an additional 30 cal endar days:

(1) The State/Area Ofice shall require a PHA or RMC to submt an

| mprovenent Pl an, which includes the information stated in (d) of this
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section, for each indicator that a PHA or RMC scored a grade of F.

(2) The State/ Area Ofice may require, on a risk managenent basis, a
PHA or RMC to submit an Inprovenent Plan, which includes the information
stated in paragraph (d) of this section, for each indicator that a PHA scored
a grade Dor E, as well as other performance and/or conpliance deficiencies as
may be identified as a result of an on-site review of the PHA s operations.

(d) An Inprovenent Plan shall:

(1) Identify baseline data, which should be raw data but may be the
PHA's score in each of the indicators identified as a problemin a PHA's or
RMC s managenent assessnent, or other relevant areas identified as
probl emati c;

(2) Describe the procedures that will be followed to correct each
defici ency; and

(3) Provide a tinmetable for the correction of each deficiency.

(e) The State/Area Ofice will approve or deny a PHA's or RMC s
| mprovenent Pl an, and notify the PHA of its decision. A PHA nmust notify the
RMC in witing, imediately upon receipt of the State/Area Ofice
notification, of the State/Area Ofice approval or denial of the RMC s
| mprovenent Pl an.

(f) An Inprovenent Plan that is not approved will be returned to the
PHA with recommendati ons fromthe State/Area Ofice for revising the
| mprovenent Plan to obtain approval. A revised |Inprovenent Plan shall be
resubmtted by the PHA or RMC within 30 cal endar days of its receipt of the
State/ Area Ofice recomendati ons.

(g) If a PHA or RMC fails to submt an acceptable |Inprovenent Plan, or
to correct deficiencies within the tine specified in an I nprovenent Plan or
such extensions as nmay be granted by HUD, the State/Area Ofice will notify
the PHA of its or the RMC s nonconpliance. The PHA, or the RMC t hrough the
PHA, will provide HUD its reasons for lack of progress in submtting or
carrying out the Inprovenment Plan within 30 cal endar days of its receipt of

t he nonconpliance notification. HUD will advise the PHA as to the
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acceptability of its reasons for |ack of progress and, if unacceptable, wll
notify the PHA that it will be subject to sanctions provided for in the ACC

and HUD regul ati ons.

§ 901.150 PHAs troubled with respect to the program under section 14 (nod-

troubl ed PHAs).

(a) PHAs that achieve a total weighted score of |ess than 60% on
i ndi cator #2, nodernization, may be designated as nod-troubl ed.

(b) PHAs designated as nod-troubl ed may be subject, under the
Conprehensive Grant Program to a reduction of formula allocation or other
sanctions (24 CFR 8§ 968, Subpart C) or under the Conprehensive | nprovenent
Assi stance Programto di sapproval of new funding or other sanctions (24 CFR

§ 968, Subpart B)

§ 901.155 PHWVAP public record.

The State/Area Ofice will maintain PHVAP files, including
certifications, the records of exclusion and nodification requests, appeals,
and desi gnations of status based on physical condition and nei ghbor hood
envi ronnent, as open records, available for public inspection for three years
consistent with the Freedomof Information Act (5 U . S.C 552) and in
accordance with any procedures established by the State/ Area Ofice to

m ni m ze disruption of normal office operations.

8 901.200 Events or conditions that constitute substantial default.

(a) The Departnent may determ ne that events have occurred or that
condi tions exist that constitute a substantial default if a PHA is determ ned
to be in violation of Federal statutes, including but not limted to, the 1937
Act, or in violation of regulations inplenmenting such statutory requirenents,
whet her or not such violations woul d constitute a substantial breach or
default under provisions of the rel evant ACC

(b) The Departnent may determne that a PHA's failure to satisfy the
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terns of a Menorandum of Agreenent entered into in accordance with § 901.135
of this part, or to nmake reasonable progress to neet tinme franes included in a
Menor andum of Agreenent, are events or conditions that constitute a
substantial default.

(c) The Departnent shall determine that a PHA that has been designated
as troubl ed and does not show significant inprovenent (10 percentage point
increase) in its PHVAP score within one year after final notification of its
PHVAP score are events or conditions that constitute a substantial default:

(1) A PHA shall be notified of such a determ nation in accordance with
§ 901. 205(c).

(2) A PHA may waive, in witing, receipt of explicit notice fromthe
Departnment as to a finding of substantial default, and voluntarily consent to
a determnation of substantial default. The PHA nust concur on the existence
of substantial default conditions which can be renedi ed by technica
assi stance, and the PHA shall provide the Departnment with witten assurances
that all deficiencies will be addressed by the PHA. The Departnent will then
i medi ately proceed with interventions as provided in § 901. 210.

(d) The Departnent may declare a substantial breach or default under
the ACC, in accordance with its terns and conditions.

(e) The Departnent may determ ne that the events or conditions
constituting a substantial default are linmted to a portion of a PHA's public
housi ng operations, designated either by program by operational area, or by

devel opnent (s).

§ 901.205 Notice and response.

(a) If information froman annual assessnent, as described in
§ 901.100, a managenent review or audit, or any other credible source
i ndicates that there may exist events or conditions constituting a substanti al
breach or default, the Department shall advise a PHA of such information. The
Departnent is authorized to protect the confidentiality of the source(s) of

such information in appropriate cases. Before taking further action, except
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in cases of apparent fraud or crimnality, and/or in cases where energency
conditions exist posing an inmnent threat to the life, health, or safety of
residents, the Departnment shall afford the PHA a tinely opportunity to
initiate corrective action, including the renedies and procedures available to
PHAs desi gnhated as "troubled PHAs," or to denonstrate that the information is
i ncorrect.

(b) In any situation determned to be an energency, or in any case
where the events or conditions precipitating the intervention are determn ned
to be the result of crimnal or fraudulent activity, the Assistant Secretary
is authorized to intercede to protect the residents' and the Departnent's
i nterests by causing the proposed interventions to be inplenented w thout
further appeals or del ays.

(c) Upon a determination or finding that events have occurred or that
condi tions exist that constitute a substantial default, the Assistant
Secretary shall provide witten notification of such determ nation or finding
to the affected PHA. Witten notification shall be transmtted to the
Executive Director, the Chairperson of the Board, and the appointing
aut hority(s) of the Board, and shall include, but need not necessarily be
[imted to:

(1) Identification of the specific covenants, conditions, and/or
agreements under which the PHA is determ ned to be in nonconpliance;

(2) ldentification of the specific events, occurrences, or conditions
that constitute the determ ned nonconpli ance;

(3) Citation of the conmunications and opportunities to effect renedies
af forded pursuant to paragraph (a) of this section

(4) Notification to the PHA of a specific time period, to be not |ess
than 10 cal endar days, except in cases of apparent fraud or other crimna
behavi or, and/or under emergency conditions as described in paragraph (a) of
this section, nor nore than 30 cal endar days, during which the PHA shall be
required to denonstrate that the determination or finding is not substantively

accurate; and



193

(5) Notification to the PHA that, absent a satisfactory response in
accordance with paragraph (d) of this section, the Departnment will take
control of the PHA, using any or all of the interventions specified in
§ 901. 210, and determ ned to be appropriate to renedy the nonconpliance,
citing § 901.210, and any additional authority for such action

(d) Upon receipt of the notification described in paragraph (c) of this
section, the PHA nust denonstrate, within the tine period permitted in the
notification, factual error in the Departnent's description of events,
occurrences, or conditions, or show that the events, occurrences, or
conditions do not constitute nonconpliance with the statute, regulation, or

covenants or conditions to which the PHA is cited in the notification

8 901.210 Interventions.

(a) Interventions under this part (including an assunption of operating
responsibilities) may be limted to one or nore of a PHA's specific
operational areas (e.g., maintenance, nodernization, occupancy, or financial
managenent) or to a single developnment or a group of devel opnments. Under this
l[imted intervention procedure, the Departnment could select, or participate in
the selection of, an AME to assune managenment responsibility for a specific
devel opnent, a group of devel opnments in a geographical area, or a specific
operational area, while permitting the PHA to retain responsibility for al
prograns, operational areas, and devel opnments not so designated.

(b) Upon determ ning that a substantial default exists under this part,
the Departnment may initiate any interventions deemed necessary to naintain
decent, safe, and sanitary dwellings for residents. Such intervention may
i ncl ude:

(1) Providing technical assistance for existing PHA managenent staff;

(2) Selecting or participating in the selection of an AME to provide
techni cal assistance or other services up to and including contract managenent
of all or any part of the public housing devel opnents adm nistered by a PHA

(3) Assumi ng possession and operational responsibility for all or any
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part of the public housing adm nistered by a PHA;, and

(4) The provision of intervention and assi stance necessary to renedy
ener gency conditions.

(c) HUD may take the actions described in this part sequentially or

si mul taneously in any conbi nation

§ 901.215 Contracting and funding.

(a) Upon a declaration of substantial default or breach, and subsequent
assunption of possession and operational responsibility, the Departnent may
enter into agreenents, arrangenents, and/or contracts for or on behalf of a
PHA, or to act as the PHA, and to expend or authorize expenditure of PHA
funds, irrespective of the source of such funds, to remedy the events or
conditions constituting the substantial default.

(b) 1In entering into contracts or other agreenments for or on behal f of
a PHA, the Departnent shall conply with requirenments for conpetitive
procurenent consistent with 24 CFR 85. 36, except that, upon determ nation of
public exigency or energency that will not permt a delay, the Departnment can
enter into contracts or agreenents on a nonconpetitive basis, consistent with

t he standards of 24 CFR 85.36(d)(4).

§ 901.220 Resident participation in conpetitive proposals to nmanage the

housi ng of a PHA

(a) Wen a conpetitive proposal to nanage the housing of a PHA in
substantial default is solicited in a Request for Proposals (RFP) pursuant to
section 6(j)(3)(A) (i) of the 37 Act, the RFP, in addition to publishing the
selection criteria, wll:

(1) Include a requirenment for residents to notify the Departnent if
they want to be involved in the sel ection process; and

(2) Include a requirenment for the PHA that is the subject of the RFP to
post a notice and a copy of the RFP in a prom nent |ocation on the prem ses of

each housi ng devel opnent that would be subject to the managenment chosen under
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the RFP, for the purposes of notifying affected residents that:

(i) Invites residents to participate in the selection process; and

(ii) Provides information, to be specified in the RFP, on howto notify
the Departnment of their interest.

(b) Residents nust notify the Departnment by the RFP's application due
date of their interest in participating in the selection process. 1In order to
participate, the total nunber of residents that notify the Departnent nust
equal at |east 20 percent of the residents, or the notification of interest
must be from an organi zati on or organi zati ons of residents whose nenbership
must equal at |east 20 percent of the PHA' s residents.

(c) If the required percentage of residents notify the Departnent, a
m ni mum of one resident may be invited to serve as an advisory nmenber on the
eval uation panel that will review the applications in accordance wth
appl i cabl e procurenment procedures. Resident advisory nmenbers are subject to

all applicable confidentiality and disclosure restrictions.

§ 901.225 Resident petitions for renedial action

The total nunmber of residents that petition the Departnment to take
renedi al action pursuant to sections 6(j)(3)(A) (i) through (iv) of the 1937
Act must equal at |east 20 percent of the residents, or the petition nmust be
froman organi zati on or organi zati ons of residents whose nmenbershi p nmust equa

at least 20 percent of the PHA' s residents.

§ 901. 230 Receivership.

(a) Upon a determination that a substantial default has occurred and
wi thout regard to the availability of alternate renedies, the Departnent may
petition the court for the appointnent of a receiver to conduct the affairs of
the PHA in a manner consistent with statutory, regul atory, and contractua
obligations of the PHA and in accordance with such additional ternms and
conditions that the court may provide. The court shall have authority to

grant appropriate tenporary or prelimnary relief pending final disposition of
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any petition by HUD

(b) The appointment of a receiver pursuant to this section may be
term nated upon the petition to the court by the PHA the receiver, or the
Departnment, and upon a finding by the court that the circunstances or
conditions that constituted substantial default by the PHA no | onger exist and
that the operations of the PHA will be conducted in accordance with applicable
statutes and regul ati ons, and contractual covenants and conditions to which

the PHA and its public housing prograns are subject.

8 901.235 Technical assistance.

(a) The Departnent may provide technical assistance to a PHA that is in
substantial default.

(b) The Departnent may provide technical assistance to a troubled or
non-troubled PHA if the assistance will enable the PHA to achieve satisfactory
performance on any PHVAP indicator. The Departnent may provide such
assistance if a PHA denonstrates a commitnent to undertake inprovenents
appropriate with the given circunstances, and executes an |Inprovenment Plan in
accordance with § 901. 145.

(c) The Departnent may provide technical assistance to a PHA if w thout
abat ement of prevailing or chronic conditions, the PHA can be projected to be
designated as troubled by its next PHVAP assessment.

(d) The Departnent may provide technical assistance to a PHA that is in

substantial default of the ACC
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(e) The Departnent may provide technical assistance to a PHA whose
troubl ed desi gnati on has been renoved and where such assistance i s necessary
to prevent the PHA from bei ng designated as troubled within the next two

years.

Dat e:

Kevi n Emanuel Marchman, Acting
Assi stant Secretary for Public and
I ndi an Housi ng



