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information shall be required to be sub-
mitted to HUD in a manner and time 
prescribed by HUD. 

§ 990.290 Compliance with asset man-
agement requirements. 

(a) A PHA is considered in compli-
ance with asset management require-
ments if it can demonstrate substan-
tially, as described in paragraph (b) of 
this section, that it is managing ac-
cording to this subpart. 

(b) Demonstration of compliance 
with asset management will be based 
on an independent assessment. 

(1) The assessment is to be conducted 
by a professional familiar with prop-
erty management practices and costs 
in the region or state in which the PHA 
is located. This professional is to be 
procured by HUD. 

(2) The professional review and rec-
ommendation will then be forwarded to 
the Assistant Secretary for Public and 
Indian Housing (or designee) for final 
determination of compliance to asset 
management. 

(c) Upon HUD’s determination of suc-
cessful compliance with asset manage-
ment, PHAs will then be funded based 
on this information pursuant to 
§ 990.165(i). 

(d) PHAs must be in compliance with 
the project-based accounting and budg-
eting requirements in this subpart by 
FY 2007. PHAs must be in compliance 
with the remainder of the components 
of asset management by FY 2011. 

Subpart I—Operating Subsidy for 
Properties Managed by Resi-
dent Management Corpora-
tions (RMCs) 

§ 990.295 Resident Management Cor-
poration operating subsidy. 

(a) General. This part applies to all 
projects managed by a Resident Man-
agement Corporation (RMC), including 
a direct funded RMC. 

(b) Operating subsidy. Subject to para-
graphs (c) and (d) of this section, the 
amount of operating subsidy that a 
PHA or HUD provides a project man-
aged by an RMC shall not be reduced 
during the three-year period beginning 
on the date the RMC first assumes 
management responsibility for the 
project. 

(c) Change factors. The operating sub-
sidy for an RMC-managed project shall 
reflect changes in inflation, utility 
rates, and consumption, as well as 
changes in the number of units in the 
resident managed project. 

(d) Exclusion of increased income. Any 
increased income directly generated by 
activities by the RMC or facilities op-
erated by the RMC shall be excluded 
from the calculation of the operating 
subsidy. 

(e) Exclusion of technical assistance. 
Any technical assistance the PHA pro-
vides to the RMC will not be included 
for purposes of determining the 
amount of funds provided to a project 
under paragraph (b) of this section. 

(f) The following conditions may not 
affect the amounts to be provided 
under this part to a project managed 
by an RMC: 

(1) Income reduction. Any reduction in 
the subsidy or total income of a PHA 
that occurs as a result of fraud, waste, 
or mismanagement by the PHA; and 

(2) Change in total income. Any change 
in the total income of a PHA that oc-
curs as a result of project-specific char-
acteristics when these characteristics 
are not shared by the project managed 
by the RMC. 

(g) Other project income. In addition to 
the operating subsidy calculated in ac-
cordance with this part and the 
amount of income derived from the 
project (from sources such as rents and 
charges), the management contract be-
tween the PHA and the RMC may 
specify that income be provided to the 
project from other legally available 
sources of PHA income. 

§ 990.300 Preparation of operating 
budget. 

(a) The RMC and the PHA must sub-
mit operating budgets and calculations 
of operating subsidy to HUD for ap-
proval in accordance with § 990.200. The 
budget will reflect all project expendi-
tures and will identify the expenditures 
related to the responsibilities of the 
RMC and the expenditures that are re-
lated to the functions that the PHA 
will continue to perform. 

(b) For each project or part of a 
project that is operating in accordance 
with the ACC amendment relating to 
this subpart and in accordance with a 
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contract vesting maintenance respon-
sibilities in the RMC, the PHA will 
transfer into a sub-account of the oper-
ating reserve of the PHA an operating 
reserve for the RMC project. When all 
maintenance responsibilities for a resi-
dent-managed project are the responsi-
bility of the RMC, the amount of the 
reserve made available to a project 
under this subpart will be the per-unit 
cost amount available to the PHA op-
erating reserve, excluding all inven-
tories, prepaids, and receivables at the 
end of the PHA fiscal year preceding 
implementation, multiplied by the 
number of units in the project oper-
ated. When some, but not all, mainte-
nance responsibilities are vested in the 
RMC, the management contract be-
tween the PHA and RMC may provide 
for an appropriately reduced portion of 
the operating reserve to be transferred 
into the RMC’s sub-account. 

(c) The RMC’s use of the operating 
reserve is subject to all administrative 
procedures applicable to the conven-
tionally owned public housing pro-
gram. Any expenditure of funds from 
the reserve must be for eligible expend-
itures that are incorporated into an op-
erating budget subject to approval by 
HUD. 

(d) Investment of funds held in the 
reserve will be in accordance with HUD 
regulations and guidance. 

§ 990.305 Retention of excess revenues. 
(a) Any income generated by an RMC 

that exceeds the income estimated for 
the income categories specified in the 
RMC’s management contract must be 
excluded in subsequent years in calcu-
lating: 

(1) The operating subsidy provided to 
a PHA under this part; and 

(2) The funds the PHA provides to the 
RMC. 

(b) The RMC’s management contract 
must specify the amount of income 
that is expected to be derived from the 
project (from sources such as rents and 
charges) and the amount of income to 
be provided to the project from the 
other sources of income of the PHA 
(such as operating subsidy under this 
part, interest income, administrative 
fees, and rents). These income esti-
mates must be calculated consistent 
with HUD’s administrative instruc-

tions. Income estimates may provide 
for adjustment of anticipated project 
income between the RMC and the PHA, 
based upon the management and other 
project-associated responsibilities (if 
any) that are to be retained by the 
PHA under the management contract. 

(c) Any revenues retained by an RMC 
under this section may be used only for 
purposes of improving the maintenance 
and operation of the project, estab-
lishing business enterprises that em-
ploy residents of public housing, or ac-
quiring additional dwelling units for 
lower income families. Units acquired 
by the RMC will not be eligible for pay-
ment of operating subsidy. 

Subpart J—Financial Manage-
ment Systems, Monitoring, 
and Reporting 

§ 990.310 Purpose—General policy on 
financial management, monitoring 
and reporting. 

All PHA financial management sys-
tems, reporting, and monitoring of pro-
gram performance and financial report-
ing shall be in compliance with the re-
quirements of 24 CFR 85.20, 85.40, and 
85.41. Certain HUD requirements pro-
vide exceptions for additional special-
ized procedures that are determined by 
HUD to be necessary for the proper 
management of the program in accord-
ance with the requirements of the 1937 
Act and the ACC between each PHA 
and HUD. 

§ 990.315 Submission and approval of 
operating budgets. 

(a) Required documentation: 
(1) Prior to the beginning of its fiscal 

year, a PHA shall prepare an operating 
budget in a manner prescribed by HUD. 
The PHA’s Board of Commissioners 
shall review and approve the budget by 
resolution. Each fiscal year, the PHA 
shall submit to HUD, in a time and 
manner prescribed by HUD, the ap-
proved Board resolution. 

(2) HUD may direct the PHA to sub-
mit its complete operating budget with 
detailed supporting information and 
the Board resolution if the PHA has 
breached the ACC contract, or for 
other reasons, which, in HUD’s deter-
mination, threaten the PHA’s future 
serviceability, efficiency, economy, or 
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