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April 8, 2019 

Hon. Brian Montogmery 
Acting Deputy Secretary   
U.S. Department of Housing and Urban Development 
451 Seventh Street, SW 
Washington, DC 20410 
Attn: Mr. Lamar Seats, Deputy Assistant Secretary, Multifamily Housing 

Ms. Dominique Blom 
General Deputy Assistant Secretary, Public and Indian Housing 
U.S. Department of Housing and Urban Development 
451 Seventh Street, SW 
Washington, DC 20410 
Attention: Mr. Donald J. Lavoy, Deputy Assistant Secretary, Real Estate Assessment Center 

Dear Acting Deputy Secretary Montgomery, Ms. Blom, Mr. Seats and Mr. Lavoy: 

On behalf of Stewards of Affordable Housing for the Future (SAHF), we write to provide feedback on 
HUD’s recent proposals to improve Real Estate Assessment Center (REAC) physical inspections and 
themupdated policy on postponing inspections during rehabilitation.  We applaud HUD’s efforts to 
develop an inspection model that aligns with housing quality and appropriately identifies conditions that 
impact the health and safety of residents of HUD assisted properties. Although SAHF and its members 
share HUD’s sense that the inspection model could be improved to better reflect the true operating 
condition of properties, we believe that improvements will better achieved by aligning inspection 
criteria with HUD’s expectations for housing quality and using existing enforcement tools to address bad 
actors than by broadly implement rigid inspection timelines on the full portfolio. 

SAHF is a collaborative of thirteen exemplary multi-state nonprofits who collectively own, operate, and 
manage more than 138,000 affordable rental homes in 2,000 properties across the country.  At least half 
of these properties are subject to REAC inspections and the average REAC score, even including troubled 
properties acquired for rehabilitation, is approximately 90. SAHF members are committed to providing 
quality affordable housing to all residents and carefully manage operating funds and replacement 
reserves to ensure that their properties are in good repair.  In many cases, SAHF member organizations 
are partners to residents, local governments and HUD and are trusted to rehabilitate troubled 
properties. Even with the benefit of great expertise and a strong mission focus, our members must 
balance the needs of their properties with the reality of limited operating budgets and diminishing 
federal resources.  These constraints drive careful prioritization of repairs and management of major 
capital projects to maximize resources like the low income housing tax credit (LIHTC). SAHF members 
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have generally balanced these constraints very successfully and it is based on this experience that we 
offer the following comments. 
 

1. Notice of Inspection 
We understand HUD that has reduced notice and flexibility in scheduling inspections with the goal of 
gaining a more accurate assessment of a property’s physical condition, however as implemented under 
PIH 2019-02/H 2019-04 the new scheduling policy is unlikely to have that effect.  The rigid scheduling 
system outlined in PIH 2019-02/H 2019-04 fails to account for a number of factors in the operation of 
high quality affordable housing.  We have outlined these considerations below and urge HUD to 
consider withdrawing or modifying this notice to permit owners in good standing notice of at least 30 
days and reasonable flexibility in scheduling inspections. HUD should consider providing greater 
scheduling flexibility for properties that scored a 90 or higher on recent inspections or for owners that 
have high average scores across their portfolio.  
 

a. Availability of Regional and Onsite Property Management and Other Key Staff 
With just 14 days’ notice of an inspection and no ability to mutually agree upon an alternate date, 
owners will frequently be faced with dates when on-site or regional managers may be unable to attend 
inspections. Scheduled inspections at other properties, inclement weather, religious observances, 
planned annual leave or other competing priorities could prevent key staff from participating in 
inspections.  Key staff availability is important not only to answer inspector questions but also to help 
management and owner representatives understand and respond to the deficiencies cited and improve 
processes for the future. This rigid scheduling could have a particularly negative impact on smaller 
owners and properties in more remote areas.  We understand that if the inspection cannot be inspected 
on 14 days’ notice, a second attempt will be made 7 days later, but this does not seem to be an 
adequate safeguard against unfairly disadvantaging diligent owners. Given how close it is in time to the 
original inspection, this further rigid timeframe may offer little relief from the scheduling issues that 
prevented the first inspection. Further, the logistics of scheduling a second attempt at inspection are 
unclear. If all inspections are scheduled exactly 14 days out as contemplated under the notice, if an 
owner has to cancel or postpone the first appointed inspection date more than 7 days after that first 
inspection was scheduled, the inspector will have presumably scheduled all of its inspections for the 
date that is 7 days after the original inspection date.  This inflexible approach not only fails to support 
good property and asset management, but also seems impractical for HUD’s contract inspectors.  An 
alternative would be for HUD to provide greater flexibility for owners and/or properties with histories of 
higher scores and to authorize inspectors to offer owners multiple potential inspection dates, each in a 
different week no less than 14 days out.  This would mitigate some, but not all scheduling challenges. 

 
b. Preinspeciton of units 

HUD expects owners to inspect 100% of the units in a property, as well as the common areas, before an 
inspection. Diligent owners attempt to inspect units throughout the year, but clearly want to ensure that 
tenant controlled areas such as units are free of deficiencies before an inspection.  Pre-inspecting units 
requires notice to tenants and scheduling takes time, particularly for households that may have health 
or other special needs.  Fourteen days provides very little time to provide tenants notice.  Further, 
multiple owners report that their on- site staff can conduct 10-12 unit inspections per day, meaning that 
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with only 14 calendar days of notice, staff may be unable to inspect all units, particularly in larger 
properties and those serving a high number of households with special needs. 

  
 

c. Planned Capital Repairs 
Owners and management agents committed to operating high quality rental housing carefully manage 
operating and replacement reserve funds to address ongoing repair and capital needs at their 
properties. This means assessing property needs and planning foreseeable repairs and replacements 
over a multi-year period. Owners obtain bids for repair work to obtain the best price and schedule work 
at the appropriate time of year.   Repairs like elevator maintenance, roof repairs, systems maintenance 
and upgrades may be scheduled months in advance and could easily conflict with an inspection time 
assigned just 14 days in advance.  While we understand the intent to assess the condition of the 
property as it is currently operating, inspecting while a significant repair is in progress is not reflective of 
the true condition of the property and disadvantages owners who routinely make improvements.  REAC 
recently issued updated guidance on the documentation required for post-inspection database 
adjustments for modernization work in process.  Requiring a separate submission that may then 
requires REAC to conduct further follow up with contractors does not efficiently use REAC or owners’ 
limited resources.   This is particularly true in cases where repairs were scheduled before the inspection 
date was assigned. If the inflexible assignment of inspection dates outlined in PIH 2019-02/H 2019-04 
continues, HUD is unlikely to see more accurate inspections, but is likely to see an increase in database 
adjustment requests.  A more reflective and less burdensome inspection process could be achieved by 
allowing owners in good standing greater flexibility in scheduling. 

 
d. Misalignment of Scoring Model  

HUD has acknowledged that the current REAC scoring model is not aligned with HUD’s own expectations 
about housing quality. SAHF members would agree that the current model puts a disproportionate 
emphasis on deficiencies that are more cosmetic and don’t impact the safety or functionality of a 
property. HUD has publically expressed concern owners contract with consultants to help prepare 
properties for REAC inspection and that this practice contributes to scores that don’t reflect the quality 
of the property.  However, the misalignment in the current scoring system drives even the highest 
quality owners to engage consultants or conduct significant internal preparation for inspections since 
the current inspection model can easily result in a score that doesn’t reflect the safe, high quality homes 
that an owner provides. Implementing a rigid scheduling system that is designed to limit or deter 
preparation immediately before an inspection without addressing the underlying misalignments in the 
scoring model puts the cart before the horse and will not provide HUD the greater understanding of 
quality that it seeks. Instead, it will push many scores downward and drive owners to spend more on 
short notice preparation to ensure that their scores continue to be reflective of their overall 
commitment.  
 

2. Inspection Where Rehabilitation is Underway 
In both the current protocol and the proposed pilot, it is critical for the Office of Multifamily Housing 
and REAC to the establish and communicate to owners and management agents a clear process for 
requesting that inspections be postponed while rehabilitation work is underway. Multifamily assisted 
housing provides vitally needed affordable rental homes and it is essential that it be preserved.  
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Preservation requires periodic physical rehabilitation of this aging housing stock.  SAHF’s member 
organizations frequently acquire assisted housing properties with the intent of preserving them through 
physical rehabilitation. In some cases, the properties have been operated as high quality affordable 
housing prior to the acquisition, in other cases, properties have not been well maintained and the 
acquiring organization intends to restore the property to good condition through physical rehabilitation 
and other operational changes.  Preservation and rehabilitation of these properties should be 
encouraged, but appointing inspection times while rehabilitation is ongoing or immediately after a new 
owner has taken control of a property may disincentivize preservation purchasers from taking on more 
challenging properties since they could risk low inspection scores not reflective of their practices or 
commitment to high quality housing. 
 
When a significant rehabilitation is underway, particularly one with tenants in place, owners, 
management agents and contractors work closely to conduct work in phases to minimize disruption to 
tenants, but that does not mean that the impact of the rehabilitation is compartmentalized to one area 
of a property that can easily be excluded from inspection.  For instance, on a given day, plumbing and 
carpentry work may be taking place in units that are temporarily offline.  While the units could easily be 
excluded, that work could also involve a short water outage during the day, elevators that are reserved 
for construction use, hallways and lobby areas covered in protective materials that block inspection, 
impact on the grounds from delivery of supplies, even in wet weather and other impacts.  These may be 
very short term impacts, but they would impair the ability to conduct a meaningful inspection 
throughout the property.  Further, the presence of a REAC inspector would require attention from 
property management and ownership staff who should be especially focused on addressing tenant and 
building needs during construction.  Attempting to conduct an inspection during an active rehabilitation 
is also disruptive to the ongoing work, which could be costly. 
 
We understand that in the past, some owners and/or management agents have acted in bad faith to 
delay and cancel inspections based on pending rehabilitation that never occurred or that purportedly 
continued for many years, leaving HUD without an accurate assessment of the quality of the housing.  
Clearly, HUD policy should attempt to preclude the bad faith and indefinite postponements, however 
HUD policy should also acknowledge that the vast majority of multifamily owners conduct capital repairs 
and major rehabilitation as part of their commitment to maintaining quality housing. A time-limited 
postponement of REAC inspections would allow HUD to conduct a more meaningful inspection. The risk 
to overall quality and safety is relatively low during substantial rehabilitation since lenders and investors 
conduct regular inspections of the property and HUD’s Office of Multifamily Housing can also choose to 
conduct a routine asset management visit, which is more appropriate in these circumstances. 
 
We support the Office of Multifamily Housing’s policy communicated in the March 21, 2019 memo 
“Approving the Delay of Physical Inspection Beyond New Real Estate Assessment Center Notification 
Timelines,” however based on member experience we feel that a more flexible definition of major 
rehabilitation may be appropriate.  The $15,000 per unit threshold identified in the March 21st memo 
applies very unevenly across geographies, project sizes and building types.  An overly rigid definition of 
major rehabilitation for which inspections may be postponed will only increase the number of database 
adjustments and appeals, creating costly and unnecessary administrative burdens for owners and HUD. 
HUD should continue its practice of considering requests for postponement on a case by case basis. 
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Criteria for when a postponement should be granted for rehabilitation in progress should include but 
not be limited to: 

a. Major recapitalization transactions such as a refinance or an allocation of Low Income Housing 
Tax Credits (LIHTC) where the total cost of the rehabilitation is $15,000 per unit or more the 
$15,000/unit standard in the memo. 

b. Where the owner has an executed construction contract for work includes that includes two or 
more major systems or exceeds $6,000 per unit. 

c. Rehabilitation work with a total cost that exceeds 5% of the value of the property as established 
by an owner submitted appraisal.  
 

Postponements should continue to be available for properties impacted by natural disaster, damaged by 
fire or other catastrophe and for those properties with HUD approved physical improvement plans, as 
outlined in the memo.  HUD should clarify that postponements for physical improvement plans will also 
be granted to recent preservation purchasers of properties with prior scores below 60 to the extent that 
the inspection would fall within the timeframe for repair and financing that was approved in the 
Transfer of Physical Assets or Housing Assistance Payments Contract assignment process. Preemptive 
and post-inspection database adjustments for capital repairs addressing single systems or discreet areas 
of the property should also be permitted as indicated in the memo. 
 

3. National Standards for the Physical Inspection of Real Estate (NSPIRE/Pilot) 
SAHF and its members were pleased to see that HUDs responses to the recommendations of GAO report 
19-254 “Real Estate Assessment Center: HUD Should Improve Physical Inspection Process and Oversight 
of Inspectors” included continuing its work to design new standards, protocols and scoring approaches 
as part of a pilot. We offer the following comments for your consideration as you finalize the design of 
the pilot and conduct the comprehensive review recommended under the GAO report. 
 

a. Self-inspection  
In general, submittal of a self-inspection should be a helpful tool for owners and HUD, provided that the 
inspection form reflects objective criteria that owners can use and that relate both to the REAC 
inspection and good asset management practices. This self-inspection should be used as more than just 
a tool to ensure that owners are generating work order throughout the year.  It should be part of a more 
holistic look at the condition of the property throughout the year and should be considered in the 
context of the property’s budget for funding repairs and replacement reserve expenditures over the 
same period. Self-inspection reporting should not be required for properties using software/electronic 
systems for generating work orders until the systems can be integrated.   
 

b. Increased Focus on Units and Function/Quality 
SAHF members support the proposed increased weighting of unit conditions, as well as the proposed 
new categories of safety and health, function and operability, and condition and appearance.  We 
strongly urge HUD to significantly reduce or eliminate the scoring weight assigned to appearance-
related deficiencies.  While SAHF members invest significant financial and human resources in creating 
welcoming communities where residents can flourish, they have found that overweighting cosmetic 
findings drives onerous preparation for inspections including use of consultants, which detracts from the 
regular maintenance that improves housing function and quality.  As noted above, this shift away from 
cosmetic deficiencies in favor of a focus on quality and function should be implemented before 
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inspection timeframes or other changes become effective.  Examples of such cosmetic deficiencies are 
landscaping and exposed tree roots in areas away from walking paths, worn paint or stains in 
maintenance storage closets (not tenant or common areas) and similar issues that do not impact health, 
safety or functionality.   
 

c. Tenant controlled deficiencies 
Under the current scoring model, owners are cited for deficiencies in units that can be caused by 
tenants and may be outside of owner control. Examples cited by SAHF members are i) deficiencies for 
blocked egress where a tenant has moved furniture in front of doors and windows, even after owner or 
its agent has requested that the item be moved and verified that it was moved; ii) resident installed fans 
and air conditioning units; iii) improper storage of items in the oven by residents; and iv) condition of 
tenant owned appliances over which the owner has no control.  To the extent that greater weight will be 
placed on units and that owners will receive less notice of inspections which may further limit their 
ability to request that tenants take action, it is appropriate that such items not be treated as deficiencies 
that negatively impact scores. 

 
d. Deficiencies for recent and immediately addressable conditions. Broken glass, trash, 

fresh graffiti 
As HUD considers a scoring model that is reflective of the true quality of the housing, we encourage it to 
consider whether and how to weight minor deficiencies that were created within a short period of time 
before the start of the inspection and that can be immediately corrected or corrected the same day.  
Owners, particularly owners of properties in more challenging communities that they are working to 
stabilize, report deductions for things like broken glass from a bottle discarded on a sidewalk within 
hours of the inspection, trash that was dumped over a fence overnight or graffiti that appeared in the 
hours before an inspection.  Items like broken glass and trash that can be immediately removed should 
not result in a scoring deficiency if there is evidence that these conditions arose shortly before the 
inspection and will be immediately addressed.  For instance, if a property is otherwise free of debris and 
there is trash along a fence line that appears recent or a broken bottle with liquid or other evidence of 
that bottle was not there at the last walk through, the property should not be penalized for bad timing.   
 

e. Ponding -  Move to 48 hours should be considered for ground conditions too 
Weather is a significant factor in the daily condition of any property.  While we find it appropriate to 
note deficiencies for conditions like ponding on roofs and soil erosion, it is equally important that these 
standards reflect the impact of weather.  Ponding and erosions deficiencies should not apply if there has 
been precipitation in the last 48 hours. The past five years have brought 100-year flood events and 
record rainfall to nearly every region of the country at some point.  Weather conditions like these 
provide innumerable examples where a 48-hour time period is more appropriate. 

  
f. Non-Industry Standard 

REAC’s 2017 update to its Compilation Bulletin to address non-industry standard repairs has created 
some confusion for inspectors and owners.  We fully support HUD’s guidance that repairs should be 
made with the appropriate materials and methods, however the assessment of what is appropriate 
should be made in the context of the property’s budget, location and design. SAHF members have 
reported deficiencies for non-industry standard repairs when a small siding patch was not an exact 
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match for the rest of the building.  The alternative would have been to re-side an entire face of the 
building.  This is a cosmetic, not quality issue and the alternative would be cost prohibitive.  Other 
members have reported non-industry standard deficiencies in historic properties where the historic 
designation of a building may preclude the most common materials or approaches.  As HUD refines its 
guidance it should be clear that the focus of industry standards is first on safety and quality and that any 
cosmetic variance must be considered in the context of affordable housing properties with constrained 
operating budgets. 
 
We appreciate your team’s hard work to safeguard valuable affordable housing assets.  We look forward 
to working with you as you refine the inspection protocol.  Please feel free to contact me at (202)737-
5973 or aponsor@sahfnet.org with any questions about our comments above. 
 
 
Sincerely, 

 
Andrea R. Ponsor 
Chief Operating Officer/Executive Vice President, Policy 
 
 
 
  


