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mandatory or other adjustments based
on procedures prescribed by HUD.

(2) HUD may direct the PHA to sub-
mit its complete operating budget if
the PHA has failed to achieve certain
specified operating standards, or for
other reasons which in HUD’s deter-
mination threaten the PHA’s future
serviceability, efficiency, economy, or
stability.

(b) HUD operating budget review. (1)
The HUD Field Office will perform a
detailed review on operating budgets
that are subject to HUD review and ap-
proval. If the HUD Field Office finds
that an operating budget is incomplete,
includes illegal or ineligible expendi-
tures, mathematical errors, errors in
the application of accounting proce-
dures, or is otherwise unacceptable, the
HUD Field Office may at any time re-
quire the submission by the PHA of
further information regarding an oper-
ating budget or operating budget revi-
sion.

(2) When the PHA no longer is oper-
ating in a manner that threatens the
future serviceability, efficiency, econ-
omy, or stability of the housing it op-
erates, HUD will notify the PHA that it
no longer is required to submit an op-
erating budget to HUD for review and
approval.

[61 FR 17541, Apr. 19, 1996]

§ 990.112 Payments procedure for op-
erating subsidy under PFS.

(a) General. Subject to the avail-
ability of funds, payments of operating
subsidy under PFS shall be made gen-
erally by electronic funds transfers,
based on a schedule submitted by the
PHA and approved by HUD, reflecting
the PHA’s projected cash needs. The
schedule may provide for several pay-
ments per month. If a PHA has an un-
anticipated, immediate need for dis-
bursement of approved operating sub-
sidy, it may make a informal request
to HUD to revise the approved sched-
ule. (Requests by telephone are accept-
able.)

(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 these PFS regulations, annual or
monthly or quarterly payments of op-
erating subsidy shall be made, as pro-

vided in paragraph (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 determine to be appropriate.

(c) Availability of funds. In the event
that insufficient funds are available to
make payments approvable under PFS
for operating subsidy payable by HUD,
HUD shall have complete discretion to
revise, on a pro rata basis or other
basis established by HUD, the amounts
of operating subsidy to be paid to
PHAs.

[41 FR 55676, Dec. 21, 1976. Redesignated at 49
FR 6714, Feb. 23, 1984, and amended at 50 FR
47376, Nov. 18, 1985. Redesignated at 61 FR
17542, Apr. 19, 1996]

§ 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 is compliance with re-
quirements. Any PHA not in compliance
with annual income reexamination re-
quirement at the time of Operating
Budget submission 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
proceding the date of the Operating
Budget submission, or the revision
thereof. If, on the basis of such submis-
sion, or any other information, the
Field Office Director determines that
the PHA is not substantially in compli-
ance with the annual income reexam-
ination requirement, he or she shall
withhold payments to which the PHA
might otherwise be entitled under this
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part, equal to his or her estimate of the
loss of rental income to the PHA re-
sulting from its failure to comply with
those requirements.

(Approved by the Office of Management and
Budget under control number 2577–0026)

[50 FR 47377, Nov. 18, 1985. Redesignated and
amended at 61 FR 17542, Apr. 19, 1996]

§ 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 FFY 1995 and after will
be excluded from an HA’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 percent of the AEL will be allowed
for the unit.

(3) During the third twelve-month pe-
riod after meeting both conditions, 33
percent of the AEL will be allowed for
the unit.

(b) Special case for long-term vacant
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 units 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 ‘‘re-
placed.’’ For purposes of this section,
replacements are applied first against
units that otherwise would fall in para-
graph (a) of this section; any remaining
replacements should be used to reduce
the number of units qualifying under
paragraph (b) of this section.

(f) Treatment of units combined with
other units. Units that are removed
from the inventory as a result of being

combined with other units are not con-
sidered to be demolished units for this
purpose.

(g) Retroactive effect. This section is
to be applied retroactively for units ap-
proved for demolition during Federal
Fiscal Years 1995 and 1996. HAs affected
by this provision may submit a revised
calculation of operating subsidy eligi-
bility for the subject fiscal year(s).

[61 FR 51183, Sept. 30, 1996]

EFFECTIVE DATE NOTE: At 61 FR 51183,
Sept. 30, 1996, § 990.114 was added. This sec-
tion contains information collection and rec-
ordkeeping requirements and will not be-
come effective until approval has been given
by the Office of Management and Budget.
When approval is obtained, HUD will publish
notice of the effective date in the FEDERAL
REGISTER.

§ 990.116 Three-year incentive adjust-
ments.

(a) Applicability. For the period of
Federal Fiscal Year 1996 through Fed-
eral Fiscal Year 1998, the provisions of
this section apply to permit HAs to re-
tain certain sources of income that
would otherwise be offset by a reduc-
tion of subsidy. The combined amount
retained in accordance with the provi-
sions of this section may not exceed
the amount of the PFS subsidy short-
fall applicable to an HA in the subject
fiscal year.

(b) Increases in earned income. HAs are
permitted to retain any increase in
dwelling rental income realized after
April 1, 1996 as a result of increased
resident earned income, where the
Board of Commissioners of the HA has
certified that the HA is making signifi-
cant efforts to increase the earned in-
come of existing residents by adopting
the optional earned income exclusion
and not just taking actions regarding
new admissions. To implement this
paragraph (b), the HA will compare the
rental income per occupied unit result-
ing from earned income from April 1,
1996 to the rental income per occupied
unit resulting from earned income on
the date of the rent roll used for PFS
calculation. If an HA does not have the
April 1, 1996 data available, HUD may
approve the use of data from a later
month.

(c) Increases in other income. HAs are
permitted to retain any increase in
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