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applicable to the properties assisted or 
insured that are listed in § 200.853. 

(b) Entity responsible for inspection of 
property. The regulations that govern 
the programs listed in § 200.853, or regu-
latory agreements or contracts, iden-
tify the entity responsible for con-
ducting the physical inspection of the 
property which is HUD, the lender or 
the owner. For properties with more 
than one HUD insured loan, only the 
first mortgage lender is required to 
conduct the physical inspection. The 
second mortgage lender will be pro-
vided a copy of the physical inspection 
report by the first mortgage lender. 

(c) Timing of inspections. (1) For a 
property subject to an annual inspec-
tion under this subpart, the inspection 
shall be conducted no earlier than 9 
months and no later than 15 months 
from the date of the last required in-
spection. In no event, however, shall 
the physical inspection be conducted 
after the end of the calendar year fol-
lowing the one year anniversary date 
of the last required inspection. 

(2) For a property subject to an in-
spection every two years under this 
subpart, the inspection shall be con-
ducted no earlier than 21 months and 
no later than 27 months from the date 
of the last required inspection. In no 
event, however, shall the physical in-
spection be conducted after the end of 
the calendar year following the two 
year anniversary date of the last re-
quired inspection. 

(3) For a property subject to an in-
spection every three years under this 
subpart, the inspection shall be con-
ducted no earlier than 33 months and 
no later than 39 months from the date 
of the last required inspection. In no 
event, however, shall the physical in-
spection be conducted after the end of 
the calendar year following the three 
year anniversary date of the last re-
quired inspection. 

(4) For a newly endorsed multifamily 
property, the first inspection required 
under this subpart will be conducted no 
earlier than 21 months but not later 
than 27 months from the date of final 
endorsement. In no event, however, 
shall the inspection be conducted after 
the end of the calendar year following 
the two year anniversary date of final 
endorsement. 

§ 200.857 Administrative process for 
scoring and ranking the physical 
condition of multifamily housing 
properties. 

(a) Scoring and ranking of the physical 
condition of multifamily housing prop-
erties. (1) HUD’s Real Estate Assess-
ment Center (REAC) will score and 
rank the physical condition of certain 
multifamily housing insured properties 
listed in § 200.853 in accordance with 
the procedures described in this sec-
tion. The physical condition inspection 
of the property, upon which REAC 
bases its score and ranking, is con-
ducted by the responsible entity in ac-
cordance with § 200.855. 

(2) Depending upon the results of its 
physical condition inspection, a multi-
family housing property will be as-
signed one of three designations— 
standard 1 performing, standard 2 per-
forming and standard 3 performing—in 
accordance with the ranking process 
described in paragraph (b) of this sec-
tion. 

(b) Methodology for Ranking. (1) Mul-
tifamily housing properties will be 
ranked in accordance with the method-
ology provided in this paragraph (b). 
Multifamily housing properties are 
scored on the basis of a 100 point scale. 
Because scores may include fractions, a 
score that includes a fraction below 
one half point will be rounded to the 
next lower full point and a score that 
includes a fraction of one half point or 
higher will be rounded to the next 
higher full point (e.g., 89.4 will be 
rounded to 89, 89.5 will be rounded to 
90). 

(i) Standard 1 Performing Property. If a 
property receives a score of 90 points or 
higher on its physical condition inspec-
tion, the property will be designated a 
standard 1 performing property. Prop-
erties designated as standard 1 per-
forming properties will be required to 
undergo a physical inspection once 
every three (3) years. 

(ii) Standard 2 Performing Property. If 
a property receives a score of 80 points 
or higher but less than 90 on its phys-
ical condition inspection, the property 
will be designated a standard 2 per-
forming property. Properties des-
ignated as standard 2 performing prop-
erties will be required to undergo a 
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physical inspection once every two (2) 
years. 

(iii) Standard 3 Performing Property. If 
a property receives a score of less than 
80 points, the property will be des-
ignated a standard 3 performing prop-
erty. Properties designated as standard 
3 performing properties will continue 
to undergo an annual physical inspec-
tion as currently required under cov-
ered HUD programs. 

(2) Owners of multifamily housing 
properties scoring in a standard 1 or 
standard 2 range which have been cited 
by the REAC as having a Exigent 
Health and Safety (EHS) deficiency(s) 
must resolve the deficiency(s), as re-
quired by paragraph (c)(2) of this sec-
tion, to be classified as standard 1 and 
standard 2 properties. 

(3) Regardless of the performance 
designation assigned to an owner’s 
property, an owner is obligated to 
maintain its property in accordance 
with HUD’s uniform physical condition 
standards as required by 24 CFR part 5, 
subpart G, the Regulatory Agreement 
and/or the Housing Assistance Pay-
ment (HAP) Contract. Good manage-
ment principles require an owner to 
conduct routine inspections of its 
projects, develop improvement plans, 
and again, maintain its property to 
meet the standard of decent, safe, sani-
tary and in good repair. 

(c) Owner’s review of physical inspec-
tion report and identification of objec-
tively verifiable and material error. (1) 
Upon completion of a physical inspec-
tion of a multifamily housing property, 
the REAC will provide the owner or 
owner’s representative, on the date of 
the physical inspection, notice of any 
items classified as EHS deficiencies. 
REAC also will provide the owner with 
the entire physical inspection report 
(electronically through the internet or 
by mail approximately 10 working days 
from the date of the report), which pro-
vides the physical inspection results 
and other information relevant to the 
inspection, including any items classi-
fied as EHS deficiencies and already 
provided to the owner, on the date of 
the inspection (EHS deficiencies are re-
layed by the inspector on the date of 
the inspection). 

(2) The owner must carefully review 
the physical inspection report, particu-

larly those items classified as EHS. 
The owner is also responsible for con-
ducting its own survey of the total 
project based on the REAC’s physical 
inspection findings. The owner must 
mitigate all EHS items immediately, 
and the owner must file a written re-
port with the applicable Multifamily 
Hub Director within 3 business days of 
the date of the inspection, which is the 
date the owner was provided with the 
EHS notice. The report filed by the 
owner must provide a certification and 
reasonable evidence that the EHS 
items have been resolved. 

(3) If, following review of the physical 
inspection results and score, the owner 
reasonably believes that an objectively 
verifiable and material error (or errors) 
occurred in the inspection, which, if 
corrected, will result in a significant 
improvement in the property’s overall 
score (‘‘significant improvement’’ is 
defined in paragraph (d)(4) of this sec-
tion), the owner may submit a written 
request for a technical review. The 
technical review request must be re-
ceived in writing no later than 30 cal-
endar days (as established by the post-
mark, if applicable) from the date the 
physical inspection results are trans-
mitted to the owner by REAC, whether 
the results and score are transmitted 
to the owner via the Internet or by 
hard copy via certified mail. 

(d) Technical review of physical inspec-
tion results. A request for a technical 
review of physical inspection results 
must be submitted in writing to REAC 
and must be received by REAC no later 
than the 30th calendar day, as applica-
ble under paragraph (c)(3) of this sec-
tion, following submission of the phys-
ical inspection report to the owner, as 
provided in paragraph (c)(1) of this sec-
tion. 

(1) Request for technical review. The 
request must be accompanied by the 
owner’s reasonable evidence that an 
objectively verifiable and material 
error (or errors) occurred which if cor-
rected will result in a significant im-
provement in the overall score of the 
owner’s property. A technical review of 
physical inspection results will not be 
conducted based on conditions that 
were corrected subsequent to the in-
spection. Upon receipt of this request 
from the owner, the REAC will review 
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the physical inspection and the owner’s 
evidence. If the REAC’s review deter-
mines that an objectively verifiable 
and material error (or errors) has been 
documented and that it is likely to re-
sult in a significant improvement in 
the property’s overall score, the REAC 
will take one or a combination of the 
following actions: undertake a new in-
spection; correct the original inspec-
tion; or issue a new physical condition 
score. 

(2) Burden of proof that error occurred 
rests with owner. The burden of proof 
rests with the owner to demonstrate 
that an objectively verifiable and ma-
terial error (or errors) occurred in the 
REAC’s inspection through submission 
of evidence, which if corrected will re-
sult in a significant improvement in 
the property’s overall score. To support 
its request for a technical review of the 
physical inspection results, the owner 
may submit photographic evidence, 
written material from an objective 
source such as a local fire marshal or 
building code official, or other similar 
evidence. 

(3) Material errors. An objectively 
verifiable material error must be 
present to allow for a technical review 
of physical inspection results. Material 
errors are those that exhibit specific 
characteristics and meet specific 
thresholds. The three types of material 
errors are as follows. 

(i) Building data error. A building data 
error occurs if the inspection includes 
the wrong building or a building that 
was not owned by the property, includ-
ing common or site areas that were not 
a part of the property. Incorrect build-
ing data that does not affect the score, 
such as the address, building name, 
year built, etc., would not be consid-
ered material, but is of great interest 
to HUD and will be corrected upon no-
tice to the REAC. 

(ii) Unit count error. A unit count 
error occurs if the total number of 
units considered in scoring is incorrect. 
Since scoring uses total units, the 
REAC will examine instances where 
the participant can provide evidence 
that the total units used is incorrect. 

(iii) A non-existent deficiency error. A 
non-existent deficiency error occurs if 
the inspection cites a deficiency that 
does not exist. 

(4) Significant improvement. Signifi-
cant improvement refers to the correc-
tion of a material error, asserted by 
the owner, which causes the score for 
the owner’s property to cross an ad-
ministratively significant threshold 
(for example, the property would be re-
designated from standard 3 performing 
to standard 2 performing or from 
standard 2 performing to standard 1 
performing), or to result in an increase 
of 10 points or more. 

(5) Determining whether material error 
occurred and what action is warranted. 
Upon receipt of the owner’s request for 
technical review of a property’s phys-
ical inspection results, the REAC will 
evaluate the owner’s property file and 
the evidence provided by the owner 
that an objectively verifiable and ma-
terial error occurred which, if cor-
rected, would result in a significant 
improvement in the property’s overall 
score. If the REAC’s evaluation deter-
mines that an objectively verifiable 
and material error (or errors) has been 
reasonably documented by the owner 
and if corrected would result in a sig-
nificant improvement in the property’s 
overall score, then the REAC shall 
take one or a combination of the fol-
lowing actions: 

(i) Undertake a new inspection; 
(ii) Correct the inspection report; or 
(iii) Issue a new physical condition 

score. 
(6) Responsibility for the cost of a new 

inspection. If a new inspection is under-
taken by the REAC and the new inspec-
tion score results in a significant im-
provement in the property’s overall 
score, then HUD shall bear the expense 
of the new inspection. If no significant 
improvement occurs, then the owner 
must bear the expense of the new in-
spection. The inspection cost of a new 
inspection, if paid by the owner, is not 
a valid project operating expense. The 
new inspection score will be considered 
the final score. 

(e) Adjustment of physical condition 
score based on considerations other than 
technical review and reinspection. (1) 
Under certain circumstances, HUD 
may find it appropriate to review the 
results of a physical inspection which 
are anomalous or have an incorrect re-
sult due to facts and circumstances af-
fecting the inspected property which 
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are not reflected in the inspection or 
reflected inappropriately in the inspec-
tion. These circumstances include, but 
are not necessarily limited to, incon-
sistencies between local code require-
ments and the HUD physical inspection 
protocol; conditions which are per-
mitted by variance or license or which 
are preexisting physical features non- 
conformities and are inconsistent with 
the HUD physical condition protocol; 
or cases where the owner has been 
scored for elements (e.g., roads, side-
walks, mail boxes, resident owned ap-
pliances, etc.) that it does not own and 
is not responsible for maintaining. 

(2) To seek a score adjustment on the 
basis of these circumstances as pro-
vided in paragraph (e) of this section, 
the owner must submit a request for an 
adjustment to REAC with appropriate 
proof of the circumstances that re-
sulted in the incorrect physical condi-
tions results. This process may result 
in a reinspection and/or rescoring of 
the inspection after review and ap-
proval of the owner’s submission of ap-
propriate proof of the anomalous or in-
appropriate application. 

(3) An owner may submit the request 
for this adjustment to REAC either 
prior to or after the physical inspec-
tion has been concluded. If the owner 
submits a request for adjustment after 
the physical inspection has been con-
cluded, the owner must submit its re-
quest to REAC within 45 days following 
the submission of the physical inspec-
tion report, as provided in paragraph 
(c)(1) of this section. HUD may, but is 
not required to review a request made 
after this period has expired. 

(4) This adjustment process, provided 
in this paragraph (g), may result in a 
reinspection and/or rescoring of the in-
spection after review and approval of 
the owner’s submission of appropriate 
proof of the anomalous or inappro-
priate application. 

(f) Issuance of final score and publica-
tion of score. (1) The physical condition 
score of the property is the final score 
if the owner files no request for tech-
nical review, as provided in paragraph 
(c) of this section, or for other adjust-
ment of the physical condition score, 
as provided in paragraph (e) of this sec-
tion. If the owner files a request for 
technical review or score adjustments 

in accordance with paragraphs (c) and 
(e) of this section, the final physical 
condition score is the score issued by 
HUD after any adjustments are deter-
mined necessary and made by HUD at 
the conclusion of these processes. 

(2) HUD will make public the final 
scores of the owners through posting 
on HUD’s internet site, or through 
FEDERAL REGISTER publication or other 
appropriate means. 

(g) Owner’s responsibility to notify resi-
dents of inspection; and availability of 
documents to residents—(1) Notification to 
residents. An owner must notify its 
residents of any planned physical in-
spections of their units or the housing 
development generally. 

(2) Availability of documents for review. 
Once the technical review and database 
adjustment periods have expired, as 
provided in paragraphs (d) and (e) of 
this section, respectively, the owner 
must make its physical inspection re-
port and all related documents avail-
able to its residents during regular 
business hours upon reasonable request 
for review and copying. Related docu-
ments include the owner’s survey plan, 
plan of correction, certification and re-
lated correspondence. 

(i) Once the owner’s final physical 
condition score is issued and published, 
the owner must make any additional 
information, such as the results of any 
reinspection, appeal requests, available 
for review and copying by its residents 
upon reasonable request during regular 
business hours. 

(ii) The owner must maintain the 
documents related to the physical in-
spection of the property, as described 
in this paragraph (g)(2), available for 
review by residents for a period of 60 
days from the date of submission to the 
owner of the physical condition score 
for the property in which the residents 
reside. 

(3) The owner must post a notice to 
the residents in the owner’s manage-
ment office and on any bulletin boards 
in all common areas that advises resi-
dents of the availability of the mate-
rials described in paragraphs (g)(2) of 
this section. The notice should include 
the name, address and telephone num-
ber of the HUD Project Manager. 

(4) Residents are encouraged to com-
ment on this information provided by 
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the owners and submit any comments 
directly to the applicable Field Office. 
Should residents discover the owner 
provided HUD with a false certification 
during the review they are encouraged 
to notify the Hub or Program Center 
where appropriate inquiry and action 
will be taken. 

(h) Administrative review of properties. 
The file of a multifamily property that 
receives a score of 30 points or less on 
its physical condition inspection will 
be referred to HUD’s Departmental En-
forcement Center (DEC) for evaluation. 
The files of any of the multifamily 
housing properties may be submitted 
to the DEC or to the appropriate HUD 
Multifamily Hub Director (MFD) for 
evaluation, or both, at the discretion of 
the Office of Housing. 

(1) Notification to owner of submission 
of property file to the MFD and DEC. The 
Department will provide for notifica-
tion to the owner that the file on the 
owner’s property is being submitted to 
the MFD and/or the DEC for evalua-
tion. The notification will be provided 
at the time the REAC issues the phys-
ical inspection report to the owner or 
at such other time as a referral occurs. 

(2) 30–Day period for owner to provide 
the DEC with supporting and relevant in-
formation and documentation. The owner 
has 30 calendar days, from the date of 
the REAC notification to the owner, to 
provide comments, proposals, or any 
other information to the DEC which 
will assist the MFD and DEC in con-
ducting a comprehensive evaluation of 
the property. A proposal provided by 
an owner may include the owner’s plan 
to correct deficiencies (corrective ac-
tion plan). During the 30-day response 
time available to the owner, the DEC 
may encourage the owner to submit a 
corrective action plan. The corrective 
action plan, if timely submitted during 
the 30-day period (whether on the own-
er’s initiative or at the request of the 
DEC), may serve as additional informa-
tion for the DEC to consider in deter-
mining appropriate action to take at 
the conclusion of the evaluation pe-
riod. If not submitted during the 30-day 
response time, a corrective action plan 
may be required of the owner at the 
conclusion of the DEC’s evaluation of 
the property. 

(3) Evaluation of the property. During 
the evaluation period, the DEC will 
perform an analysis of the multifamily 
housing property, which may include 
input from tenants, HUD multifamily 
officials, elected officials, and others as 
may be appropriate. Although the MFD 
will assist with the evaluation, for in-
sured mortgages, the DEC will have 
primary responsibility for the conclu-
sion of the evaluation of the property 
after taking into consideration the 
input of interested parties as described 
in this paragraph (h)(2). The DEC’s 
evaluation may include a site visit to 
the owner’s property. 

(4) Continuing responsibilities of HUD 
Multifamily Program Offices and Mort-
gagee. During the period of DEC evalua-
tion, HUD’s multifamily program of-
fices continue to be responsible for rou-
tine asset management tasks on prop-
erties and all servicing actions (e.g., 
rent increase decisions, releases from 
reserve account approvals). In addition, 
during this period of evaluation, the 
mortgagee shall continue to carry out 
its duties and responsibilities with re-
spect to the mortgage. 

(i) Enforcement action. If, at the con-
clusion of the evaluation period, the 
DEC determines that enforcement ac-
tion is appropriate, the DEC will pro-
vide notification to the owner of the 
DEC’s decision to formally accept the 
property for enforcement purposes. 

(1) DEC Owner Compliance Plan. (i) 
After notification to the owner of the 
DEC’s decision, the DEC will produce a 
proposed action plan (DEC Compliance 
Plan), the purpose of which is to im-
prove the physical condition of the 
owner’s property, and correct any 
other known violations by the owner of 
its legal obligations. The DEC Compli-
ance Plan will describe: 

(A) The actions that will be required 
of the owner to correct, mitigate or 
eliminate identified property defi-
ciencies, problems, hazards, and/or cor-
rect any other known violations by the 
owner; 

(B) The period of time within which 
these actions must be completed; and 

(C) The compliance responsibilities of 
the owner. 

(ii) The DEC Compliance Plan will be 
submitted to the MFD for review and 
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concurrence. If the MFD does not con-
cur, the DEC Compliance Plan will be 
submitted to the Deputy Assistant Sec-
retary for Housing and the Deputy Di-
rector of the DEC for review and con-
currence. If the DEC Compliance Plan 
remains unapproved, a final decision on 
the plan will be made by HUD’s Deputy 
Secretary in consultation with the 
General Counsel, the Assistant Sec-
retary for Housing, and the Director of 
the DEC. 

(iii) Following submission of the DEC 
Compliance Plan to the owner, the 
owner will be provided a period of 30 
calendar days to review and accept the 
DEC Compliance Plan. If the owner 
agrees to comply with the DEC Compli-
ance Plan, the plan will be forwarded 
to the appropriate Multifamily Office 
for implementation and monitoring of 
completion of the plan’s requirements. 

(2) Counter compliance plan proposal by 
owner. The owner may submit an ac-
ceptable counter proposal to the DEC 
Compliance Plan. An owner’s counter 
proposal to a DEC Compliance Plan 
must be submitted no later than the 
30th day following submission of the 
DEC Compliance Plan to the owner. 
The DEC, in coordination with the 
MFD, may enter into discussions with 
the owner to achieve agreement to a 
revised DEC Compliance Plan. If the 
owner and the DEC agree on a revised 
DEC Compliance Plan, the revised plan 
will be forwarded to the appropriate 
Multifamily Office for implementation 
and monitoring of completion of the 
plan’s requirements. 

(3) Non-cooperation and Non-compli-
ance by owner. If at the conclusion of 
the 30th calendar day following submis-
sion of the DEC Compliance Plan to 
the owner, the DEC receives no re-
sponse from the owner, or the owner 
refuses to accept the DEC Compliance 
Plan, or to present a counter compli-
ance plan proposal, or if the owner ac-
cepts the DEC Compliance Plan or re-
vised DEC Compliance Plan, but re-
fuses to take the actions required of 
the owner in the plan, the DEC may 
take appropriate enforcement action. 

(4) No limitation on existing enforce-
ment authority. The administrative 
process provided in this section does 
not prohibit the Office of Housing, the 
DEC, or HUD generally, to take what-

ever action may be necessary when 
necessary (notwithstanding the com-
mencement of this process), as author-
ized under existing statutes, regula-
tions, contracts or other documents, to 
protect HUD’s financial interests in 
multifamily properties and to protect 
the residents of these properties. 

(j) Limitations on material alteration of 
physical inspection software. HUD will 
not materially alter the physical in-
spection requirements in a manner 
which would materially increase the 
cost of performing the inspection. 

[65 FR 77240, Dec. 8, 2000, as amended at 72 
FR 54517, Sept. 25, 2007] 

Subpart R [Reserved] 

Subpart S—Minimum Property 
Standards 

§ 200.925 Applicability of minimum 
property standards. 

All housing constructed under HUD 
mortgage insurance and low-rent pub-
lic housing programs shall meet or ex-
ceed HUD Minimum Property Stand-
ards, except that this requirement 
shall be applicable to manufactured 
homes eligible for insurance pursuant 
to § 203.43f of this chapter only to the 
extent provided therein. The Minimum 
Property Standards may be waived to 
the same extent as the other regu-
latory requirements for eligibility for 
insurance under the specific mortgage 
insurance program involved. 

[58 FR 60248, Nov. 15, 1993] 

§ 200.925a Multifamily and care-type 
minimum property standards. 

(a) Construction standards. Multi-
family or care-type properties shall 
comply with the minimum property 
standards contained in the handbook 
identified in § 200.929(b)(2). In addition, 
each such property shall, for the De-
partment’s purposes, comply with: 

(1) The applicable State of local 
building code, if the property is located 
within a jurisdiction which has a build-
ing code accepted by the Secretary 
under § 200.925a(d); or 

(2)(i) The applicable State or local 
building code, and 

(ii) Those portions of the codes iden-
tified in § 200.295c which are designated 
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