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be permitted under State law, when 
using non-1937 Act funds. 

§ 943.142 In what types of operating 
organizations may a PHA partici-
pate? 

(a) A PHA may create and operate a 
wholly owned or controlled subsidiary 
or other affiliate; may enter into joint 
ventures, partnerships, or other busi-
ness arrangements with individuals, or-
ganizations, entities, or governmental 
units. A subsidiary or affiliate may be 
a nonprofit corporation. A subsidiary 
or affiliate may be an organization 
controlled by the same persons who 
serve on the governing board of the 
PHA or who are employees of the PHA. 

(b) The purpose of any of these oper-
ating organizations would be to admin-
ister programs of the PHA. 

§ 943.144 What financial impact do op-
erations of a subsidiary, affiliate, or 
joint venture have on a PHA? 

Income generated by subsidiaries, af-
filiates, or joint ventures formed under 
the authority of this subpart is to be 
used for low-income housing or to ben-
efit the residents assisted by the PHA. 
This income will not cause a decrease 
in funding provided under the public 
housing program, except as otherwise 
provided under the Operating Fund and 
Capital Fund formulas. 

§ 943.146 What impact does the use of 
a subsidiary, affiliate, or joint ven-
ture have on financial account-
ability to HUD and the Federal gov-
ernment? 

None; the subsidiary, affiliate, or 
joint venture is subject to the same au-
thority of HUD, HUD’s Inspector Gen-
eral, and the Comptroller General to 
audit its conduct. 

§ 943.148 What procurement standards 
apply to PHAs selecting partners 
for a joint venture? 

(a) The requirements of part 85 of 
this title are applicable to this part, 
subject to paragraph (b) of this section, 
in connection with the PHA’s public 
housing program. 

(b) A PHA may use competitive pro-
posal procedures for qualifications- 
based procurement (request for quali-
fications or ‘‘RFQ’’), or may solicit a 
proposal from only one source (‘‘sole 

source’’) to select a joint venture part-
ner to perform an administrative or 
management function of its public 
housing program or to provide or ar-
range to provide supportive or social 
services covered under this part, under 
the following circumstances: 

(1) The proposed joint venture part-
ner has under its control and will make 
available to the partnership substan-
tial, unique and tangible resources or 
other benefits that would not other-
wise be available to the PHA on the 
open market (e.g., planning expertise, 
program experience, or financial or 
other resources). In this case, the PHA 
must maintain documentation to sub-
stantiate both the cost reasonableness 
of its selection of the proposed partner 
and the unique qualifications of the 
partner: or 

(2) A resident group or a PHA sub-
sidiary is willing and able to act as the 
PHA’s partner in performing adminis-
trative and management functions or 
to provide supportive or social services. 
This entity must comply with the re-
quirements of part 84 of this title (if 
the entity is a nonprofit) or part 85 of 
this title (if the entity is a State or 
local government) with respect to its 
selection of the members of the team 
and the members must be paid on a 
cost-reimbursement basis only. The 
PHA must maintain documentation 
that indicates both the cost reason-
ableness of its selection of a resident 
group or PHA subsidiary and the abil-
ity of that group or subsidiary to act as 
the PHA’s partner under this provision. 

§ 943.150 What procurement standards 
apply to a PHA’s joint venture part-
ner? 

(a) General. A joint venture partner is 
not a grantee or subgrantee and, ac-
cordingly, is not required to comply 
with part 84 or part 85 of this title in 
its procurement of goods and services 
under this part. The partner must com-
ply with all applicable State and local 
procurement and conflict of interest 
requirements with respect to its selec-
tion of entities to assist in PHA pro-
gram administration. 

(b) Exception. If the joint venture 
partner is a subsidiary, affiliate, or 
identity of interest party of the PHA, 
it is subject to the requirements of 
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part 85 of this title. HUD may, on a 
case-by-case basis, exempt such a joint 
venture partner from the need to com-
ply with requirements under part 85 of 
this title if HUD determines that the 
joint venture has developed an accept-
able alternative procurement plan. 

(c) Contracting with identity-of-interest 
parties. A joint venture partner may 
contract with an identity-of-interest 
party for goods or services, or a party 
specified in the selected bidder’s re-
sponse to a RFP or RFQ (as applica-
ble), without the need for further pro-
curement if: 

(1) The PHA can demonstrate that its 
original competitive selection of the 
partner clearly anticipated the later 
provision of such goods or services; 

(2) Compensation of all identity-of- 
interest parties is structured to ensure 
there is no duplication of profit or ex-
penses; and 

(3) The PHA can demonstrate that its 
selection is reasonable based upon pre-
vailing market costs and standards, 
and that the quality and timeliness of 
the goods or services is comparable to 
that available in the open market. For 
purposes of this paragraph (c), an 
‘‘identity-of-interest party’’ means a 
party that is wholly owned or con-
trolled by, or that is otherwise affili-
ated with, the partner or the PHA. The 
PHA may use an independent organiza-
tion experienced in cost valuation to 
determine the cost reasonableness of 
the proposed contracts. 

§ 943.151 What procurement standards 
apply to a joint venture itself? 

(a) When the joint venture as a whole 
is controlled by the PHA or an identity 
of interest party of the PHA, the joint 
venture is subject to the requirements 
of part 85 of this title. 

(b) If a joint venture is not controlled 
by the PHA or an identity of interest 
party of the PHA, then the rules that 
apply to the other partners apply. See 
§ 943.150. 
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Subpart A—General 

§ 945.101 Purpose. 
The purpose of this part is to provide 

for designated housing as authorized by 
section 7 of the U.S. Housing Act of 
1937 (42 U.S.C. 1437e). Section 7 provides 
public housing agencies with the op-
tion, subject to the requirements and 
procedures of this part, to designate 
public housing projects, or portions of 
public housing projects, for occupancy 
by disabled families, elderly families, 
or mixed populations of disabled fami-
lies and elderly families. 

§ 945.103 General policies. 
(a) Agency participation. Participation 

in this program is limited to public 
housing agencies (PHAs) (as this term 
is defined in 24 CFR 913.102) that elect 
to designate public housing projects for 
occupancy by disabled families, elderly 
families, or disabled families and elder-
ly families, as provided by this part. 

(b) Eligible housing—(1) Designation of 
public housing. Projects eligible for des-
ignation under this part are public 
housing projects as described in the 
definition of ‘‘project’’ in § 945.105. 
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