§972.218
CONVERSION ASSESSMENTS

§972.218 Conversion assessment com-
ponents.

The conversion assessment contains
five elements, as described below:

(a) Cost analysis. A PHA must con-
duct a cost analysis comparing the cost
of providing Section 8 tenant-based as-
sistance with the cost of continuing to
operate the development as public
housing for the remainder of its useful
life. The cost methodology necessary
to conduct the cost comparisons for
voluntary conversions has not yet been
finalized. PHAs may not undertake
conversions under this subpart until
the effective date of the cost method-
ology, which will be announced in the
FEDERAL REGISTER. Once effective, the
cost methodology will be codified as an
appendix to this part.

(b) Analysis of the market value. (1) A
PHA must have an independent ap-
praisal conducted to compare the mar-
ket value of the development before
and after rehabilitation. In both cases,
the market value must be based on the
use of the development as public hous-
ing.

(2) In addition, the appraisal must
compare:

(i) The market value of the develop-
ment before rehabilitation, based on
the use of the development as public
housing, with the market value of the
development after conversion; with

(ii) The market value of the develop-
ment after rehabilitation, based on the
use of the development as public hous-
ing, with the market value of the de-
velopment after conversion.

(3) A copy of the appraisal findings
and the analysis of market value of the
development in the conversion assess-
ment must be provided in the conver-
sion assessment.

(c) Analysis of rental market conditions.
(1) A PHA must conduct an analysis of
the likely success of using tenant-
based assistance for the residents of
the public housing development. This
analysis must include an assessment of
the availability of decent, safe, and
sanitary dwelling units rented at or
below the applicable Section 8 payment
standard established for the jurisdic-
tion or designated part of the FMR
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area in which the development is lo-
cated.

(2) In conducting this assessment, a
PHA must take into account:

(i) Its overall use of rental certifi-
cates or vouchers under lease and the
success rates of using Section 8 tenant-
based assistance in the community for
the appropriate bedroom sizes, includ-
ing recent success rates for units rent-
ing at or below the established pay-
ment standard; and

(ii) Any particular characteristics of
the specific residents of the public
housing which may affect their ability
to be housed (such as large household
size or the presence of an elderly or dis-
abled family member).

(d) Impact analysis. A PHA must de-
scribe the likely impact of conversion
of the public housing development on
the neighborhood in which the public
housing is located. This must include:

(1) The impact on the availability of
affordable housing in the neighbor-
hood;

(2) The impact on the concentration
of poverty in the neighborhood; and

(3) Other substantial impacts on the
neighborhood.

(e) Conversion implementation. If a
PHA intends to convert the develop-
ment (or a portion of it) to tenant-
based assistance, the conversion assess-
ment must include a description of any
actions the PHA plans to take in con-
verting the development. This must in-
clude a general description of the
planned future uses of the develop-
ment, and the means and timetable for
accomplishing such uses.

§972.221 Timing of submission of con-
version assessments to HUD.

(a) Submission with PHA Plan. A PHA
that wishes to convert a public housing
development to tenant-based assist-
ance must submit a conversion assess-
ment to HUD with its next PHA An-
nual Plan.

(b) Updated conversion assessment.
Where a PHA proposes to convert a de-
velopment to tenant-based assistance,
it must submit an updated conversion
assessment if the conversion assess-
ment otherwise would be more than
one year older than the conversion
plan to be submitted to HUD. To up-
date a conversion assessment, a PHA

562



Office of the Assistant Secretary, HUD

must ensure that the analysis of rental
market conditions is based on the most
recently available data, and must in-
clude any data that have changed since
the initial conversion assessment. A
PHA may submit the initial cost anal-
ysis and comparison of the market
value of the public housing before and
after rehabilitation and/or conversion
if there is no reason to believe that
such information has changed signifi-
cantly.

§972.224 Necessary conditions
HUD approval of conversion.

for

(a) Conditions. In order to convert a
public housing development, the PHA
must conduct a conversion assessment
that demonstrates that the conversion
of the development:

(1) Will not be more expensive than
continuing to operate the development
(or portion of it) as public housing;

(2) Will principally benefit the resi-
dents of the public housing develop-
ment (or portion thereof) to be con-
verted, the PHA, and the community;
and

(3) Will not adversely affect the
availability of affordable housing in
the community.

(b) Evidence—(1) Relative expense. The
relative expense of continuing oper-
ation as public housing or conversion
to tenant-based assistance may be
demonstrated by the cost analysis and
market value analysis.

(2) Benefit to residents, PHA, and the
community. (i) The benefit to residents,
the PHA, and the community may be
demonstrated in the rental market
analysis, the analysis of the impact on
the neighborhood, the market value
analysis, and the proposed future use of
the development. In determining
whether a conversion will principally
benefit residents, the PHA, and the
community, HUD will consider whether
the conversion will conflict with any
litigation settlement agreements, vol-
untary compliance agreements, or
other remedial agreements signed by
the PHA with HUD.

(ii) In making the determination of
whether a conversion would principally
benefit residents, the PHA, and the
community, the PHA must consider
such factors as the availability of land-
lords providing tenant-based assist-

§972.227

ance, as well as access to schools, jobs,
and transportation.

(iii) To determine the benefit to resi-
dents, the PHA must hold at least one
public meeting with residents of the af-
fected site (including the duly elected
Resident Council, if any, that covers
the development in question). At the
meeting, the PHA must:

(A) Explain the requirements of sec-
tion 22 of the United States Housing
Act of 1937 and these regulations, espe-
cially as they apply to residents of af-
fected developments;

(B) Provide draft copies of the con-
version assessment to the residents;
and

(C) Provide the residents with a rea-
sonable period of time to submit com-
ments on the draft conversion assess-
ment.

(iv) The conversion assessment sub-
mitted to HUD must contain a sum-
mary of the resident comments, and
the PHA responses to any significant
issues raised by the commenters.

(3) Impact on affordable housing. The
impact on affordable housing may be
demonstrated in the rental market
analysis and the analysis of the impact
of conversion on the neighborhood.

CONVERSION PLANS

§972.227 Public and resident consulta-
tion process for developing a con-
version plan.

(a) A conversion plan must be devel-
oped in consultation with appropriate
public officials and with significant
participation by residents of the devel-
opment.

(b) The requirement for consultation
with public officials may be satisfied
by obtaining a certification from the
appropriate state or local officials that
the conversion plan is consistent with
that jurisdiction’s Consolidated Plan.
This may be the same certification as
is required for the PHA Annual Plan
that includes the conversion plan, so
long as the certification specifically
addresses the conversion plan.

(c) To satisfy the requirement for sig-
nificant participation by residents of
the development, in addition to the
public participation requirements for
the PHA Annual Plan, a PHA must:
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