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CHAPTER 1. | NTRODUCTI ON

PROCRAM OVERVI EW The purpose of this Guidebook is to assist
the Departnment's State/ Area Office staff in the performance
of an on-site reviewto confirmthe validity of a Public
Housi ng Agency's (PHA) annual Public Housi ng Managenent
Assessnent Program (PHMAP) certification as to its
performance during the PHA's preceding fiscal year. It
shoul d al so be utilized by PHAs as gui dance for the types
and quality of performance information that they are
expected to maintain (for a mninmumof three years) in order
to support their annual PHVAP certifications.

A Because PHVAP scores are the primary basis the
Departnment uses to assign risk priorities, it is
crucial that the programis maintained with the utnost
integrity.

1. The on-site confirmatory reviewis the prinary
met hod the Departnent has for ensuring the
continuing integrity of the program O her
met hods i nclude, but are not linmted to, the

fol |l owi ng:
a. I ndependent auditor audits of a PHA;
b. Moder ni zati on i nspections conducted by the

Cor ps of Engi neers (COE);

c. I ndependent assessnents conducted in
accordance with Sec. 6(j) of the Housing Act
of 1937; and/or

d. O her technical assistance contracted for by
the Departnment to assist in inproving the
managenent performance of a PHA

2. There are several nethods that a PHA may use to
ensure the integrity of its PHVAP process. Such
met hods i nclude, but are not limted to, the
fol | owi ng:

a. Monthly reports to the Board of Conmi ssioners
that include all aspects of the PHVAP;

b. Periodic reports to the appointing
authority(s) of the Board of Conmi ssioners
that include all aspects of the PHVAP;
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c. An internal PHA audit teamthat reviews all
aspects of the PHVAP, on a periodic basis;



d. An audit of all or selected aspects the
PHVAP, conducted by various |ocal governnent
departnents, of a PHA' s operations, focusing
on specific aspects of the PHVAP; and/or

e. Peer assistance froma neighboring PHA in the
conduct of an internal audit of a PHA

B. The Departnent is placing extra enphasis on the
i mportance of a PHA s mai ntenance of docunentation to
support the PHVAP certification. Wthout
docunentation, an on-site confirmatory reviewis
i npossi ble and a PHA's PHVAP certification is
wor t hl ess.

C. Ideally, an on-site confirmatory revi ew should be
conducted during the sixty day period between the PHA s
annual certification subm ssion and the issuance of the
initial notification letter by the State/ Area Ofice.
The results of the review can then be included in the
initial notification letter. However, on-site
confirmatory reviews may be conpleted by the Departnent
at any other time deemed appropriate by the State/ Area
Ofice.

1. It is recomended that an on-site confirmatory
review include all of the PHVAP indicators and
conponents.

2. Alimted on-site confirnmatory review nay be
conducted by a State/ Area Ofice in cases where:

a. An on-site confirmatory review is conducted
by the State/ Area Ofice as part of another
schedul ed review, or

b. Only Iimted and specific problem areas are
identified at a PHA

3. A State/ Area office shall not change a PHA' s
certification without at |east one of the
foll owi ng circunstances present:

a. The State/ Area office has on file
docunentation that justifies a change in a
PHA's PHVAP certification, including a
revised certification formsubmtted by the
PHA, as appropriate; and/or
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b. An on-site confirmatory review is conducted
by the State/ Area Ofice.

D. A PHA's score will be based on all of the devel opnents
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covered by the Annual Contributions Contract (ACC),

i ncluding those with managenent functions assuned by a
resi dent managenent corporation (RMC) or an alternative
managenment entity (AME) (pursuant to a court ordered
receivership agreenment, if applicable). This is
necessary because of the limted nature of an RMJ AME' s
managenent functions and the regul atory and contractua
rel ati onshi p anmong the Departnment, PHAs and RMC/ AVE' s.
A PHA may enter into a managenent contract with an

RMC/ AME, but a PHA may not contract for assunption by
an RMC/ AME of the PHA's underlying responsibilities to
the Departnent under the ACC

E. Thi s Gui debook is designed to serve as genera
gui dance, and although it presents specific exanples
for the several indicators and conponents, it is not
i ntended to nmandate exact nethods of docunenting or
confirm ng performance

1. The @ui debook shoul d be used as a genera
framework for State/Area Office personnel to
prepare for and conduct an on-site confirnmatory
revi ew.

2. A State/ Area O fice should tailor each on-site
confirmatory reviewto fit the specific
ci rcunst ances of each individual PHA

3. The @ui debook should al so be used as an aid to
PHAs in their maintenance of good and reliable
docunentati on of their performance.

REQUI REMENTS FOR AN ON- SI TE CONFI RVATORY REVIEW State/ Area
offices are required to conduct an on-site confirmatory
review when it is apparent fromthe certification that a PHA
with 100 or nore units under nanagenent will score bel ow 60
percent on its overall assessnent, or bel ow 60 percent on

i ndi cator #2, nodernization (nod-troubl ed designation)
before initially designating a PHA as troubl ed or
nod- t r oubl ed.

A An on-site confirmatory review shall be conducted on a
yearly basis of all troubled or nod-troubl ed PHAS

B. An on-site confirmatory review shall al so be conducted
of a PHA with 100 or nore units under nanagenent prior
to the renoval of troubled or nod-troubl ed designation
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C. There are several State/Area Ofices of Public Housing
that do not have any troubled or nod-troubl ed PHAs
within their jurisdictions, or have only one or two
PHAs in such categories. Public Housing Ofices are
required to conduct a mninmum of three on-site
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confirmatory reviews per year if there are fewer than
three troubled or nmod-troubled PHAs in the Public
Housing O fice's jurisdiction

1

If a Public Housing Office has two troubled or
nmod-troubl ed PHAS, on-site confirmatory revi ews
shal |l be conducted in the foll ow ng manner

a. Two PHAs designhated as troubled or nod
troubl ed; and

b. One PHA desi gnated as standard.

If a Public Housing O fice has one troubled or
nmod-troubl ed PHA, on-site confirmatory revi ews
shal | be conducted in the foll ow ng manner:

a. One PHA designated as troubled or nod
troubl ed;

b. One PHA designated as standard; and

C. One PHA designated as high perforner

If a Public Housing Office has no troubled or

nmod-troubl ed PHAS, on-site confirmatory revi ews

shal | be conducted in the foll ow ng manner

a. Two PHAs desi ghated as standard; and

b. One PHA designated as high perforner.

Furthernore, if resources (travel funding and

personnel ) permit, a Public Housing office shal

conduct a m ninum of five on-site confirmatory
reviews per year, as follows:

a. Three PHAs designated as troubled or nod
troubl ed in accordance with subparagraphs
1-2C1, 1-2C2 and 1-2C3, above, related to the
conduct of a minimumof three on-site
confirmatory reviews; and in addition

b. One PHA designated as standard; and

c. One PHA designated as high perforner.
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Wth the exception of the categories |isted above, the
conduct of an on-site confirmatory reviewis left to
the discretion of the State/ Area Ofice.

1

State/ Area office discretion should take into
consi deration such factors as:



a. PHA PHVAP scores that are just above 60
per cent age points;

b. Previously submitted inaccurate PHVAP
certification;

c. Downward trending in a PHA's PHVAP score over
the past three to five years;

d. Significant increases in PHVAP scores;

e. Cases where a PHA does not submt its PHVAP
certification; or

f. Cases where a PHA cannot provide justifying
docunentation to the independent auditor for
the indicators and/ or conponents that a PHA
certified to, as reflected in the audit
report.

State/ Area O fices should also take into

consi deration those factors detailed in The Field
of fice Monitoring of Public Housing Agencies
(PHAS) Handbook 7460.7 REV-2, Chapter 3, dated
Novenber 1994.

1-3 STATE AREA- OFFI CE PREPARATI ON FOR AN ON- SI TE CONFI RVATORY

REVI EW

A
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In preparation for conpleting the on-site confirmatory
review, HUD staff should review the foll owi ng docunents
fromState/ Area Ofice files prior to going on-site.

1

2.

For m HUD- 50072, PHMAP Certification

Print-outs fromthe Integrated Business Systens
(I1BS) PHVAP nodul e (or the PHVAP SM RPH nodul e
whi chever is applicable) detailing how each

i ndi cat or was scored;

overal |l scoring report indicating overall PHVAP
score; and

1-5

Revi ewers shoul d al so exam ne ot her sources of

i nformati on such as audit reports, annua
financial statenments, tenant accounts receivable
(TAR) reports, nodernization reports and news
clippings. The broader and deeper the field of
information, the better the context in which to
conduct the on-site confirmatory review.

Some PHMAP i nformation, such as that |isted above, can
be verified using data in HUD files; other data nust be
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conpil ed and validated on-site. 1In sone cases, it wll
be necessary to use PHA data to update HUD s files

Sone PHAs may use the optional PHVAP wor ksheets in
order to conpile the data for ease in preparing the
PHVAP certification. Data collection for other PHAs
may be |less organized. Utimtely, it is the
responsibility of the PHVAP confirmatory review teamto
be ready for any eventuality.

ON SI TE- METHODOLOJ ES. It is essential that prior to
visiting the PHA for the review, the PHA be advised in
witing of the general process the HUD staff will follow and
what is expected of the PHA. In brief, HUD should convey to
the PHA that HUD will be reviewi ng docunmentation that
supports the data on the PHVAP certification form The
letter to the PHA should go to the Executive Director and to
the PHA Board Chairperson, at the Chairperson's hone
address. The steps discussed, below, represent a |ogica
path to take in the review of each indicator

A In accordance with 24 CFR 9 901. 100(b)(2), PHAs shal
mai ntain docunentation for three years verifying all
certified indicators for HUD on-site review If the
data-for any indicators) or conponents) that a PHA
certified to cannot be verified by HUD during the
conduct of an on-site confirmatory review, or any other
reviewm(s), the State/Area Ofice shall change a PHA' s
grade for any indicators) or components(s), and its
overall PHVAP score, as appropriate, to reflect the
verified data obtained during the conduct of such
review (24 CFR Sec 901.100(b)(6)).

B. Trace data on form HUD-50072 (and/or on other reports
submitted to the State/ Area Ofice) back to supporting
internal PHA reports, and then still further down to
the original source docunents.

1. This sinmply seeks to validate that the numbers in
the certification and other reports are in fact
supported in docunents relating to the actua
performance, and that these docunents support the
cal cul ations that produced the
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nunbers entered on the certification. Such a
review wi || sonetines reveal
a. Lack of underlying support;
b. Qobvi ous variations in the quality of

supporting documentation; and/or

C. Wde variations in performance that lead to
the need for further validation at various
devel opnents or managenent entities within
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the PHA that stand out as exceptions.

2. For exanple, a review of the TAR indicator (this
was a former PHVAP indicator, but the principles
are relevant) was undertaken through detail ed
exam nation down to rent |edger records at the
project level for a representative sanple of PHA
devel opment s.

a. Thi s reveal ed i nconsi stenci es between report
data shown on sumary reports (upon which the
final TAR reports were based) and the
supporting accounting | edgers. This
triggered further exam nation of actua
source docunments: rent statenents, rent
receipts, etc.

b. VWhat was revealed, in part, was that project
| evel staff communication of data was highly
varied qualitatively, and that there were
unusual |y high levels of on-site acceptance
of rent at a few devel opnents which resulted
in variant and del ayed reporting to the
accounti ng di vi sion.

c. As a result, the accounting division caused
the PHA' s performance to be understated
because, although rent was paid by the end of
the month (as validated through bank
receipts), the rents uncollected were posted
at the begi nning of the next nonth.

d. The financial records systemdated rent
receipt at time of posting rather than actua
recei pt by the nanager on-site, thereby
maki ng rents appear as delinquent when they
were not. In this case, the PHA' s
performance was actually better than had been
reported by the PHA on form HUD- 50072
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Map out the process that is being neasured in the

i ndi cator to determ ne key steps, key players and key
points in the process where data is assenbl ed and
aggregated into reports that support the certification.
Internal control deficiencies at the PHA may result in
managenent bei ng unaware of significant differences
between the way the process is actually working and the
way the process has been designed to work.

1. For exanple, the |local code/Housing Quality
St andards (HQS) equival ent work order system
performance was reviewed to determ ne the accuracy
of the PHA's certification that all |ocal code/ HQS
deficiencies were corrected within an average of
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thirty days. The PHA' s inspection work order
origination, conpletion and reporting process was
mapped out and key players interviewed. Source
docunentati on was then tested at key high risk
poi nt s.

In this case, the PHA had a centralized inspection
function. 1t was highly, organi zed and
meti cul ously docunented, with an inspection form
for each unit filed in project binders. The head
of the PHA's inspection unit was interviewed as
was an inspector. Local code/ HQS equi val ent
deficiencies were clearly identified on the

i nspection formand enmergency itens were

hi ghl i ght ed.

A copy of the inspection formwent to the project
manager who was responsi ble for having staff enter
the | ocal code/ HQS equivalent iteminto the work
order system assigning work to mai ntenance staff
and entering conpletion status when the work was
done.

In the case of energencies, the PHA' s inspection
di vision woul d get the manager to sign off on
acceptance of the inspection formto verify
recei pt of an energency deficiency.

Ri sk of process breakdown is hei ghtened at points
of organizational hand-off, i.e., when different
sections nmust coordinate. In this instance, the
process of identifying deficiencies and getting
those deficiencies into the
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system constituted a hand-off fromthe inspection
section to project |evel managenent.

a. To test the efficacy of this, a substantial
sanpl e of inspection forms for a cross
section of devel opments were revi ened.

b. A sub-sanpl e containing | ocal code/HQS
equi val ent deficiencies was sel ected and
cross-checked with the PHA's work order
printout to determine if project |eve
managers were in fact creating automated work
orders in the systemfromthe fail itens
identified on the inspection forns.

C. If there is failure at this point, it is
because upper-1evel nanagenent is
concentrating on the conpletion of what is in
the system wi thout checking to see that the
systemis, in fact, capturing the work that
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needs to be addressed.

The analysis revealed that nearly one-third of the
| ocal code/ HQS equi val ent defici enci es were never
entered into the system

a. Interestingly, all emergency work orders were
ent ered because managers had to sign off on
recei pt of them While PHA | eadership in good
faith reported what they believed to be the
conpletion of all work, lack of sufficient
internal controls failed to alert themof a
breakdown of the process in time for the
problemto be corrected.

b. In this case, the PHVAP score was |lowered to
a grade of F because the PHA failed to have a
reliable systemfor tracking the average tinme
it took to complete |ocal code/HQS equi val ent
wor k orders.

Revi ew historic or trend data in supporting
docunentati on to detect unusual activity. Were
detected, further detail may warrant review to
determne the reasons for the variation. This may
reveal issues relevant to performance validation

Conmuni cate thoroughly with those involved in the
processes related to the indicator under review
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Focus explicitly on indicator criteria, formulas,
and definitions to ensure that PHA staff and

| eadershi p have a thorough and commmon
under st andi ng of the indicator, and that they
under stand the key assunptions and nuances
surroundi ng neasurenent.

As appropriate, on-site confirmatory review team
menbers shall provide technical assistance to a
PHA that is focused on correcting identified
deficiencies, whether such deficiencies were
identified as part of the on-site confirmatory
review or prior to the on-site confirmatory

revi ew.

In sone cases, the provision of technica
assi stance may entail:

a. Further visits to the PHA by the review t eam

b. Assi stance fromthe review teamin arrangi ng
peer assistance from a nei ghboring PHA
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c. Assi stance fromthe review teamin issuing a
Request for Proposals (RFP) for managenent
i mprovenents;

d. Assi stance fromthe review teamin the
devel opnment an | nprovenent Pl an; and/or

e. Active participation by the review team and
the State/Area Ofice in the devel opnment of a
Menor andum of Agr eenent .

4, During the conduct of the on-site confirmatory
review, a PHA shall be given every opportunity by
the review teamto produce docunentati on necessary
to verify any and all indicators and conponents.

It is not unusual for PHA staff and |eadership to
assune an understandi ng of the indicator criteria, but
to later discover key differences or gaps.

1. Ideally, clarity on these issues would have been
achieved prior to certification and the on-site
confirmatory review, but in reality this often
doesn't happen until the tine of the on-site
confirmatory review |If this nust happen during
the on-site confirmatory review, it is best to
surface them
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early. |If there are disagreenents over
interpretation, it gives PHA staff and | eadership
the opportunity for further research

2. If newinformation reveals to the PHA a need to
recal cul ate performance, re-research, re-count,
etc., it will pernmit nmore time to do so. PHAs

will particularly benefit if detailed indicator
criteria and docunentation issues are fully
communi cated within the PHA to those involved in
the processes related to the indicator. It is
very comon that PHVAP know edge at the PHA is
limted to those who prepare the PHVAP
certification and supporting worksheets.

3. Many surprises to upper nmanagenent during the
on-site confirmatory revi ew process can be averted
if everyone involved in the perfornmance is
intimately fanmiliar with PHVAP. Many PHA
personnel do not know the significance of their
rol es.

Optional check lists to assist the reviewers are
contained in the Appendices to this Quidebook
Appendix 1 is a sanple scoring report to be used to
calculate a.PHA's overall score and a listing of the



i ndi cators by grade. Appendices 2-9 are optional check
lists for the respective chapters and the indicators
di scussed within each chapter

1-5 DOCUMENTI NG THE RESULTS OF THE ON- SI TE CONFI RVATORY REVI EW

A
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Results of the on-site confirmatory revi ew shall be
docunented in a letter to the PHA, including the
Executive Director and the Chairperson of the Board of
Conmi ssioners. It is recommended that the State/ Area
Ofice also transnit the results of the on-site
confirmatory review to the appointing officials of the
Board of Commi ssioners.

1. If the on-site confirmatory review is conducted in
the interimbetween certification and the initia
notification letter, the results shall be reported
to the PHA in witing as an enclosure to the
initial notification letter

2. If the on-site confirmatory review is conducted at
a tinme other than during the 60 day period between
certification subnission and the initial
notification letter, the results of the on-site
confirmatory review shall be transmitted in
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a letter to the PHA, as an enclosure, and the
| etter shall contain the revised scoring report
and desi gnati on.

The on-site confirmatory review final report should be
organi zed by indi cator and:

1. St ate what docunmentation was revi ewed on-site and
the met hodol ogy used to review the docunentation

2. State the conclusions drawn fromthe review, i.e.
was the docunentation sufficient, |acking,
erroneous, etc.;

3. State the grade for each indicator and conponent;

4. State what technical assistance was provided by
the on-site confirmatory review team whil e onsite;

5. Provi de pertinent conments on the PHA's operations
and systens; and

6. Provi de gui dance/ recommendati ons on what the PHA
could do to inprove the reliability of its
managenment information system and for inproving
managenent perfor mance.

1-6 CONTI NUED DEVELOPMENT AND REFI NEMENT OF THI S GUI DEBOCK. The



goal of this Quidebook is the achievenent of an objective
instrument for use by State/Area Ofices and PHAs that is
capabl e of accurately determning the quality of a PHA' s
managenent performance. As appropriate, this Gui debook will
be revised to reflect continued refinement of the procedures
outlined in this Cui debook.
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