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CHAPTER 1: I NTRODUCT! ON
SECTI ON 1: I NTRODUCT! ON
1-1 PURPGCSE.

The purpose of this Quidebook is to provide guidance to Area Ofices
on nmonitoring the financial managenment activities of Public Housing
Agencies (PHAs). This guidance provides for a nore proactive approach
in recogni zing and addressi ng problematic PHA finance and budget

i ssues. This guidance also serves to delineate the key finance and
budget responsibilities of PHAs and the Departnent of Housing and
Urban Devel opnent (HUD) Area O fices.

1-2 OVERVI EW

A. The functional area of finance and budget focuses on the
financi al managenent activities of a PHA. Finance and budget is
i nked closely to other functional areas, both at HUD and at the
operational level of the PHA. Financial nanagenent is a key
conponent of a PHA' s operation because it provides the basis for
a PHA to effectively plan and nmanage resources. It is also vita
to management because it enables the PHA to make i nformed/ sound
managenment deci si ons.

B. The PHA's financial information is inportant to its overal
operation. This information can draw the PHA s organi zati on
cl oser together and can support nutual organizational goals.
Therefore, financial reporting nmust be readily available to
managenent and be up to date, accurate and in useful formso that
the PHA can bal ance projected i ncone and expenditures for both
current and | ong-range needs.

C.PHAs are the "caretakers" of housing funds and nust ensure that
the funds are properly handled. PHA Executive Directors are
accountabl e for the soundness and validity of budget estinmates as
well as for the inplenentation and adm nistration of the
Operating Budget. This responsibility should not be del egated
outside of the PHA. Al though PHAs nay choose to contract with
out si de experts for accounting services and assistance with the
Operating Budget and Cal cul ati on Perfornmance Fundi ng System

Oper ati ng
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Subsi dy (PFS) preparation, the responsibility for the tineliness
and accuracy of the information remains with the PHA. Effective
policies regarding clear lines of responsibility and interna
control procedures need to be devel oped and inplemented to
prevent statutory and/or regulatory violations, fraud, waste and
m smanagenent. I n order to evaluate the effectiveness of these



controls PHAs shoul d have established witten policies and
procedures which require the periodic review of finance and
budget .

D.In addition to the PHA nonitoring its own finance and budget
controls, the HUD Area O'fice also has the responsibility of
noni toring PHA conpliance with requirenents and ensuring that
effective controls are in place which may prevent potenti al
problems. The Area Ofice will nonitor PHA performance in two
ways, renotely in the Area Ofice and on-site at the PHA. The
Area Ofice finance and budget staff work as a teamwi th other
HUD functional groups and the PHA in evaluating the capacity of a
PHA to oversee its resources. This problem solving partnership
wor ks together to identify and resolve financial managenent
concerns, thereby safeguardi ng assets, reducing risk, and
i mproving performance as evidenced in hi gher Public Housing
Managenent Assessment Program ( PHVAP) scores. The team approach
to problemsolving is results oriented in order to utilize staff
resources to the maxi mum extent possi bl e.
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