§902.30

Subpart C—PHAS Indicator #2:
Financial Condition

8§902.30 Financial condition

ment.

(a) Objective. The objective of the Fi-
nancial Condition Indicator is to meas-
ure the financial condition of a PHA
for the purpose of evaluating whether
it has sufficient financial resources and
is capable of managing those financial
resources effectively to support the
provision of housing that is decent,
safe, sanitary and in good repair.

(b) Financial reporting standards. A
PHA'’s financial condition will be as-
sessed under this indicator on the basis
of the annual financial report provided
in accordance with §902.33.

assess-

§902.33 Financial reporting require-
ments.
(@) Annual financial reports. PHAs

must provide to HUD, on an annual
basis, such financial information, as re-
quired by HUD. The financial informa-
tion must be:

(1) Prepared in accordance with Gen-
erally Accepted Accounting Principles
(GAAP) as further defined by HUD in
supplementary guidance;

(2) Submitted electronically in the
electronic format designated by HUD;
and

(3) Submitted in such form and sub-
stance prescribed by HUD.

(b) Annual financial report filing dates.
The financial information to be sub-
mitted to HUD in accordance with
paragraph (a) of this section, must be
submitted to HUD annually, no later
than 60 days after the end of the fiscal
year of the reporting period, and as
otherwise provided by law.

(c) Reporting compliance dates. The re-
quirement for compliance with the fi-
nancial reporting requirements of this
section begins with PHAs with fiscal
years ending September 30, 1999 and
thereafter. Unaudited financial state-
ments will be required 60 days after the
PHA'’s fiscal year end, and audited fi-
nancial statements will then be re-
quired no later than 9 months after the
PHA'’s fiscal year end, in accordance
with the Single Audit Act and OMB
Circular A-133. (See 24 CFR 84.26). A
PHA with a fiscal year ending Sep-
tember 30, 1999 that elects to submit its
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unaudited report earlier than the due
date of November 30, 1999 must submit
its financial report as required in this
section. On or after September 30, 1998,
but prior to November 30, 1999 (except
for a PHA with its fiscal year ending
September 30, 1999), PHAs may submit
their financial reports in accordance
with this section.

§902.35 Financial
and thresholds.

(a) Scoring. Under PHAS Indicator 12,
REAC will calculate a score that relies
on the key components of financial
health and management as well as
audit and internal control flags.

(1) The key components of PHAS In-
dicator #2 include:

(i) Current Ratio—current assets di-
vided by current liabilities;

(i) Number of Months Expendable
Fund Balance—number of months a
PHA can operate on the Expendable
Fund Balance without additional re-
sources; Expendable Fund Balance is
the portion of the fund balance rep-
resenting expendable available finan-
cial resources; unreserved and undesig-
nated fund balance;

(iii) Days Receivable Outstanding—av-
erage number of days tenant receiv-
ables are outstanding;

(iv) Vacancy Loss—loss of potential
rent due to vacancy;

(v) Expense Management/Energy Con-
sumption—expense per unit for key ex-
penses, including energy consumption,
and other expenses such as utilities,
maintenance, security; and

(vi) Net Income or Loss divided by the
Expendable Fund Balance—measures
how the year’s operations have affected
the PHA'’s viability.

(2) Additional components. Additional
components may be used to identify
circumstances in which there exists
the possibility of higher risk of waste,
fraud and abuse. These components
will be used to detect fraud and will be
used to generate ‘“‘flags’ that will sig-
nal field staff, Enforcement Center
staff, or fraud investigators to take ap-
propriate action. These components
will primarily relate to financial man-
agement, but may also be used to pro-
vide a PHA with benchmarking infor-
mation to allow the PHA to measure
its own performance against its peers.

condition scoring
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