§990.113

(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) Awvailability 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
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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 wvacant
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 wunits 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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combined with other units are not con-
sidered to be demolished units for this
purpose.

§990.116 Increases in dwelling rental
income.

(a) General. As described in
§990.109(b)(1), PHAs shall be allowed to
retain 50% of any increases in dwelling
rental income, so long as the PHA uses
the increased income for the provision
of resident-related improvements and
services. The retained income will not
be recognized in the PHA’s calculation
under the Operating Fund Formula.

(b) Eligible uses for increased rental
revenue. The uses for the retained in-
come must be developed with front end
resident participation and ongoing
input and shall be made part of the
PHA plan submission. (See 24 CFR part
903). Examples of eligible uses for the
retained income include, but are not
limited to:

(1) Physical and management
provements that benefit residents;
(2) Resident self-sufficiency services;

(3) Maintenance operations;

(4) Resident employment and train-
ing services;

(5) Resident safety and security im-
provements and services; and

(6) Optional earned income exclu-
sions.

im-

§990.117 Determining actual and re-
quested budget year occupancy per-
centages.

(a) Actual occupancy percentage. When
submitting Operating Fund Formula
calculations for Requested Budget
Years, the PHA shall determine an Ac-
tual Occupancy Percentage for all
Project Units included in the TUnit
Months Available. The PHA shall have
the option of basing this option on ei-
ther:

(1) The number of units occupied on
the last day of the month that ends 6
months before the beginning of the Re-
quested Budget Year; or

(2) The average occupancy during the
month ending 6 months before the be-
ginning of the Requested Budget Year.
If the PHA elects to use an average oc-
cupancy under this paragraph (a)(2),
the PHA shall maintain a record of its
computation of its Actual Occupancy
Percentage.

§990.120

(b) Requested budget year occupancy
percentage. The PHA will develop a Re-
quested Budget Year Occupancy Per-
centage by taking the Actual Occu-
pancy Percentage and adjusting it to
reflect changes up or down in occu-
pancy during the Requested Budget
Year due to HUD-approved activities
such as units undergoing moderniza-
tion, new development, demolition, or
disposition. If after the submission and
approval of the Operating Fund For-
mula calculations for the Requested
Budget Year, there are changes up or
down in occupancy because of mod-
ernization, new development, demoli-
tion or disposition that are not re-
flected in the Requested Budget Year
Occupancy Percentage, the PHA may
submit a revision to reflect the actual
change in occupancy due to these ac-
tivities.

(c) Documentation required to be main-
tained. The PHA must maintain and,
upon HUD’s request, make available to
HUD specific documentation of the oc-
cupancy status of all units, including
long-term vacancies, vacant units un-
dergoing modernization, and units va-
cant due to circumstances and actions
beyond the PHA’s control. This docu-
mentation shall include a listing of the
units, street addresses, and project/
management control numbers.

§990.120 Audit.

PHAs that receive financial assist-
ance under this part shall comply with
the audit requirements in 24 CFR part
85.26. If a PHA has failed to submit an
acceptable audit on a timely basis in
accordance with that part, HUD may
arrange for, and pay the costs of, the
audit. In such circumstances, HUD
may withhold, from assistance other-
wise payable to the PHA under this
part, amounts sufficient to pay for the
reasonable costs of conducting an ac-
ceptable audit, including, when appro-
priate, the reasonable costs of account-
ing services necessary to place the
PHA'’s books and records into auditable
condition. The costs to place the PHA’s
books and records into auditable condi-
tion do not generate additional subsidy
eligibility under this part.

693



