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(2) HUD may direct the PHA to sub-
mit its complete operating budget if 
the PHA has failed to achieve certain 
specified operating standards, or for 
other reasons which in HUD’s deter-
mination threaten the PHA’s future 
serviceability, efficiency, economy, or 
stability. 

(b) HUD operating budget review. (1) 
The HUD Field Office will perform a 
detailed review on operating budgets 
that are subject to HUD review and ap-
proval. If the HUD Field Office finds 
that an operating budget is incomplete, 
includes illegal or ineligible expendi-
tures, mathematical errors, errors in 
the application of accounting proce-
dures, or is otherwise unacceptable, the 
HUD Field Office may at any time re-
quire the submission by the PHA of 
further information regarding an oper-
ating budget or operating budget revi-
sion. 

(2) When the PHA no longer is oper-
ating in a manner that threatens the 
future serviceability, efficiency, econ-
omy, or stability of the housing it op-
erates, HUD will notify the PHA that it 
no longer is required to submit a com-
plete operating budget to HUD for re-
view and approval. 

(c) Compliance with environmental re-
view requirements.—(1) General. Oper-
ating subsidy funds made available to a 
PHA to support the operation and man-
agement of public housing are gen-
erally for activities that are not sub-
ject to environmental review require-
ments. A PHA, however, may use pub-
lic housing program resources (includ-
ing operating subsidy funds, rental and 
nonrental income, and operating re-
serves) to carry out non-routine main-
tenance and capital expenditure activi-
ties that may require an environ-
mental review, as those activities are 
defined in HUD’s prescribed Chart of 
Accounts. 

(2) Initial operating budget. The ACC 
requires that operating expenditures 
may not be incurred except pursuant to 
an approved operating budget. Before 
the funding of non-routine mainte-
nance and capital expenditure activi-
ties may be incorporated into the 
PHA’s initial operating budget, and be-
fore the PHA may commit any funds to 
such activities, the PHA must obtain 
either: 

(i) An environmental review from the 
Responsible Entity and submit and re-
ceive HUD approval of a Request for 
Release of Funds under part 58 of this 
title, or, in cases where HUD has deter-
mined to do an environmental review 
under part 50 of this title, the PHA 
must obtain an environmental ap-
proval from HUD; or 

(ii) A determination from the Re-
sponsible Entity under part 58 of this 
title that the PHA’s proposed non-rou-
tine maintenance and capital expendi-
ture activities are exempt from envi-
ronmental review in accordance with 
§ 58.34(a)(12) of this title. 

(3) Revisions to operating budget. If 
subsequent to adoption of its initial op-
erating budget, a PHA determines to 
undertake a new non-routine mainte-
nance or capital expenditure activity, 
the PHA must obtain an environmental 
review and release of funds, HUD envi-
ronmental approval, or an exemption 
from such review, as described in para-
graph (c)(2) of this section, before the 
funding of the activity may be incor-
porated into a revised operating budget 
and before the PHA may commit any 
funds to such activities. 

(4) Determination of exempt activities. If 
the Responsible Entity documents that 
a proposed non-routine maintenance or 
capital expenditure activity is an ex-
empt activity, as described in para-
graph (c)(2)(ii) of this section, no fur-
ther action is required from the PHA 
and the activity may be incorporated 
into the PHA’s initial or revised oper-
ating budget, as appropriate.

§ 990.112 Payments procedure for op-
erating subsidy under the Oper-
ating Fund Formula. 

(a) General. Subject to the avail-
ability of funds, payments of operating 
subsidy under the Operating Fund For-
mula shall be made generally by elec-
tronic funds transfers, based on a 
schedule submitted by the PHA and ap-
proved by HUD. The schedule may pro-
vide for several payments per month. If 
a PHA has an unanticipated, imme-
diate need for disbursement of ap-
proved operating subsidy, it may make 
an informal request to HUD to revise 
the approved schedule. (Requests by 
telephone are acceptable.) 
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(b) Payments procedure. In the event 
that the amount of operating subsidy 
has not been determined by HUD as of 
the beginning of a PHA’s budget year 
under this part, annual or monthly or 
quarterly payments of operating sub-
sidy shall be made, as provided in para-
graph (a) of this section, based upon 
the amount of the PHA’s operating 
subsidy for the previous budget year or 
such other amount as HUD may deter-
mine to be appropriate. 

(c) Availability of funds. In the event 
that insufficient funds are available to 
make payments approvable under the 
Operating Fund Formula for operating 
subsidy payable by HUD, HUD shall 
have complete discretion to revise, on 
a pro rata basis or other basis estab-
lished by HUD, the amounts of oper-
ating subsidy to be paid to PHAs.

§ 990.113 Payments of operating sub-
sidy conditioned upon reexamina-
tion of income of families in occu-
pancy. 

(a) Policy. The income of each family 
must be reexamined at least annually. 
PHAs must be in compliance with this 
reexamination requirement to be eligi-
ble to receive full operating subsidy 
payments. 

(b) PHAs in compliance with require-
ments. Each submission of the original 
calculation of operating subsidy eligi-
bility for a fiscal year shall be accom-
panied by a certification by the PHA 
that it is in compliance with the an-
nual income reexamination require-
ments and that rents have been or will 
be adjusted in accordance with current 
HUD requirements. 

(c) PHAs not in compliance with re-
quirements. Any PHA not in compliance 
with annual income reexamination re-
quirement at the time of the submis-
sion of the calculation of operating 
subsidy eligibility shall furnish to the 
HUD Field Office a copy of the proce-
dure it is using to attain compliance 
and a statement of the number of fami-
lies that have undergone reexamina-
tion during the twelve months pre-
ceding the date of the Operating Budg-
et submission, or the revision thereof. 
If, on the basis of such submission, or 
any other information, the Field Office 
Director determines that the PHA is 
not substantially in compliance with 

the annual income reexamination re-
quirement, he or she shall withhold 
payments to which the PHA might oth-
erwise be entitled under this part, 
equal to his or her estimate of the loss 
of rental income to the PHA resulting 
from its failure to comply with those 
requirements.

§ 990.114 Phase-down of subsidy for 
units approved for demolition. 

(a) General. Units that have both been 
approved by HUD for demolition and 
been vacated in FY 1995 and after will 
be excluded from a PHA’s determina-
tion of Unit Months Available when va-
cated, but they will remain eligible for 
subsidy in the following way: 

(1) For the first twelve months begin-
ning with the month that a unit meets 
both conditions of being approved for 
demolition and vacant, the full AEL 
will be allowed for the unit. 

(2) During the second twelve-month 
period after meeting both conditions, 
66% of the AEL will be allowed for the 
unit. 

(3) During the third twelve-month pe-
riod after meeting both conditions, 33% 
of the AEL will be allowed for the unit. 

(b) Special case for long-term vacant 
units. Units that have been vacant for 
longer than 12 months when they are 
approved for demolition are eligible for 
funding equal to 20% of the AEL for a 
12-month period. 

(c) Treatment of units replaced with 
Section 8 Certificates or Vouchers. Units 
that are replaced with Section 8 Cer-
tificates or Vouchers are not subject to 
the provisions of this section. 

(d) Treatment of units replaced with 
public housing units. When replacement 
conventional public housing units be-
come eligible for operating subsidy, the 
demolished unit is no longer eligible 
for any funding under this section. 

(e) Determination of what units are 
‘‘replaced.’’ For purposes of this sec-
tion, replacements are applied first 
against units that otherwise would fall 
in paragraph (a) of this section; any re-
maining replacements should be used 
to reduce the number of units quali-
fying under paragraph (b) of this sec-
tion. 

(f) Treatment of units combined with 
other units. Units that are removed 
from the inventory as a result of being 
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