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(9:07 a.m)

M5. LEAR Can we get started? You
all can take your seats. W're not sure how many
nore stragglers are comng in on the big storm
that actually didn't happen down here.

| just wanted to take care of a few
adm ni strative things before we start. The
| ocation of the restroons, when you wal k out the
door to your right, they're right by the el evator
banks. W have a cafeteria upstairs if, during a

break, you need a cup of coffee, during lunch as
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We've also provided a list, which is
out on the table, of all the restaurants in the
area. Wien | cane in, it started to snow, so |I'm
not sure how far you want to venture, but the
list should be hel pful.

We have al so provided a copy of the
agenda, as well as a question record. Wat we're
asking you to do is we will be going through
various topics today. |If there are things that
we don't cover, that you still have questions
about, please wite themdown. W wll get back
to you on those.

We al so have sonebody who's recording
this neeting, so we wll have a transcri pt
created for those that couldn't make it here due
to weat her or other scheduling conflicts. W
woul d ask of you if you do have a question
because it is being recorded, that you state your

name and your organization. That would be
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PARTI Cl PANT:  Speak | oudly.

M5. LEAR  And speak loudly. W have
t hese m crophones, but these m crophones up here
we can't pass back to you. They apparently have
to stay up front here. So you can always cone up
front with us.

PARTI Cl PANT: There are m kes on the
wal I's there (indiscernible).

M5. LEAR. O her than that, the day
is going to be, we hope, very, very producti ve.
We have great people to provide information.
After each presentation, if you have any
guestions, we want to entertain those.

As you well know, this is our first
focus group neeting. W're really excited.

We're glad that anybody is even in the room
today, since we weren't quite sure and Patty
Slate -- and Patty, where are you?

M5. SLATON: Right here.
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M5. LEAR Patty gets the award. She
cane in from New York, so there you go Patty.

M5. SLATON: Thank you.

M5. LEAR At any rate, today we're
goi ng cover sone nmmjor areas, subjects like the
contract assignnment process and REMS, in terns of
usage. We know that there have been sone
probl ens, so we really want to share with you
information that we have in terns of updates.

And you all, since you are out there,
on site, working with these things, |I know that
we probably really aren't aware of all the issues
that are out there. So we're relying on you to
share with us things that are happeni ng out
there, to see if we can work on those and get a
fix to those, and nmake it work better for all of
us.

W will also be tal king about the
Section 8 renewal policy. Pete will be down.

Eileen will be down as well, to tal k about the
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new changes effective April 1, and the year end
st at ement s.

Fred will be here later on this
afternoon, as well as in a few mnutes, to talk
about general conmunication policies and an
open- ended di scussion at the end of the day.

Wthout further ado, Fred, who's
carrying anot her new hat here, as well as his old
one -- Fred is now, and | have to wite these
down; the titles are |longer than the offices.
Fred is now going to be the Acting Deputy
Assi stant Secretary for the Ofice of the Deputy
Assi stant Secretary for Multifam |y Housing.

However, in welcomng us, we still
consider himour Director of Housing Assistance

Contract Oversight.

MR TOMBAR |I'mjust Fred. Good
morning. First of all, thank you all for being
here, and thank you all, as |I always say, for

bei ng out there and doing what you're doing for
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us.
| want to take a few mnutes just to
tal k about the idea of a contract adm nistration
focus group, and give credit where credit is due.
| s Denise here? There she is, in the back.

Deni se Muha went to Sean Donovan, the
person who left nme with all this responsibility
several nonths ago, and said "You know, | think
that we ought to get together every so often to
tal k about contract adm nistration, and how wel |
it's working. Let the owners, the let the
contract admnistrators, |let HUD get al
together, put the issues on the table and see if
we can cone up with some conmon resolution to
t hose things."

It was an idea that, we thought was a
wonderful one. It took some tinme for us to get
here, but we are here today with that purpose in
m nd, to discuss those issues that are inpacting

our ability to be as successful as we want to be
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inthis effort, and cone up with common
resolutions, things that we all agree can work,
and we all can live wth.
| know sonetines it m ght be
difficult to get to sonething that we all
unani nously agree with, but if we all can live
with the resolution and the solution to the
issues that are identified. Hey, we've got folKks
com ng down fromthe Northeast. New Jersey just
stepped in the room so sonething is happening.
Anyway, that's the goal of today.
W're going to try to do this regularly. W'l
call it quarterly now, we'll see if that works,
if that even nakes sense. But as regularly as
necessary, to make sure that have that constant
fl ow of conmunication and information comng in.
As you all know, you have your CAOVs
out there in the field, your CAOVs that are here
with us today. The CAOMs are the first point of

contact and conmuni cati on on these issues. They
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get themto headquarters when they can't deal
with them and we do our best to be as responsive
as possible in getting back to you all.

But there are sone things that we
recogni ze that are nore systemc, that are | arger
in focus and in inport than the individual issues
that you' re dealing with on a particul ar
contract. So we're looking to deal with those
globally, nationally, systemcally here in this
particul ar event.

Now. What are some reasonabl e
expectations for the day? Well, reasonable
expectations for the day, | think, are to cone
away knowi ng sonet hing that you didn't know
before. But in order to do that, you have to
share and teach and give fol ks sonet hi ng t hat
t hey hadn't known before.

So it's providing sone sense of
perspective about what's going on, what your

experience has been with this, so others can
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learn fromit, others can benefit fromthe
experience that you all have had.

There are things that are issues in
sone places that | know were issues in other
pl aces but have been resol ved, and nobody even
t hi nks about them anynore. So rather than
re-creating the wheel and having fol ks sort of
gnashing their teeth to try to resolve sone of
t hose i ssues, we hope that we can bring those to
the fore, bring the issues to the fore and bring
up what the resolution was in one place, and get
that inplenented in another place.

One of the challenges that we had in
the early going is that we recogni zed t hat
contract adm nistration, before the
i npl enmentation of the performance-based effort,
and to sonme extent even in the inplenentation of
t he performance-based effort, had sone
inconsistencies in different parts of the

country. That doesn't work.
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The answer that you get to a
question, Mary Ellen, in Mchigan, should be the
sane one that you get in New Jersey, Mchael. It
shoul d be the very sane answer -- if the question
cones in the sane way, it should be the sane
answer comng every tinme, the way that you al
are doi ng things.

But the way that you do things, the
general practices and policies, should be the
same that we followin every place. W need that
consistency in order to nmake sure that things are
working well. W need that consistency in order
to make sure that when we go to resol ve issues,
when we go to change policy, that we can effect
things the sanme way in common, in every place in
the country.

So this forumalso will give us an
opportunity to get at sone of that consistency.
So that's another expectation that you should

have for today, is to | eave here helping us to
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foster sonme consistency in the way that we treat
contract adm nistration across the country.

One of the final expectations that
you all should have is that you'll be involved in
fixing some of this stuff. Not everything that
on the table today will be resol ved today.

So sone things we'll have to take
forward and we'll have to get together and figure
out and follow up in subsequent neetings, in
subsequent discussions. So we're going to enlist
sone of you all in the resolution of sone of
t hose i ssues.

|"ve said it, Bill Apgar, the
out goi ng assi stant secretary used to say to us
that the price of criticismis constructive
alternative. So you can criticize; you can bring
the issues on the table, but we're going to ask
you "Okay, how do we fix that?" So that's a part
of your role and function here today and one of

t he expectations that you all can have here
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t oday.

Now, will we know the answer to
everything? O course not. But will we give you
t he best and nost honest answer we can? Yes, we
will, and that answer sonetines will be no, we
don't know or we can't do it. W'Ill have to live
with that. This is the Federal governnent, and
we are constrai ned by sone things.

But we'll get as creative as we
possi bly can within the confines of things; we'll
get as creative as we possibly can given our
limted resources, given the fact that we only
have authority to go but so far in sone of the
t hings that we have to resolve.

We ask you all to help with that
creativity, to help us get there. This has
wor ked only because we have worked in the spirit
of partnership since day one.

| know since | stepped in on this and

was i ntroduced to the National Council of State
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Housi ng Agencies, | renmenber Garth and what was
the woman's nanme -- Ellen. Yes. Ellen More
Hof f man canme in, and they talked to ne about

i ssues that you all had, as we were witing the
request for proposals.

We took sonme things out, we left sone
things in, but we tried as best as possible to
come to a common understanding that this is the
way it's going to be. That's the spirit of
cooperation that we want to keep with this.

We have Col | een Bl oom here, who
represents sonme of the owners and agents, and
Deni se, as you know, represents themas well. W
al so have invited in NAHVA, so one of their board
menbers will be here with us today. | think the
weat her has deterred her getting here earlier
t hi s norni ng.

But at any rate, we're hoping to have
owners, contract admnistrators, HUD, sitting

down at the table figuratively speaking, to
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resol ve sone of the issues. That's what today is
about; that's what the contract adm nistration
focus group is about.

|"mgoing to | eave you all with that,
and let you get on with the rest of the program

Again, | just want to thank you all for the work
that you're doing out there.

We recogni ze that not all the tine
has there been clear direction; not all the tine
have we had answers right. W'Ill say "Oh, we got
that wong. W neant to say this" fromtine to
time. So that mantra that | live with, the
flexibility one, is one that I'mgoing to | eave
you with here, right now, and I'll say it again
several tines today when | cone back this
afternoon, that we need to be flexible.

As you well know, we've nade sone
changes that have gone into effect just this
mont h, and there may be others that will be

forthcomng, all with the intention of bettering
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this effort for everybody invol ved.

So again, thank you for the
partnership, thank you for your being here, and
t hank you for being out there.

(Appl ause)

MS. LEAR  Thank you, Fred. As you
can see, things are in novenent, as Fred is
going. Wth the changes that we've had, in terns
of Fred being the deputy assistant secretary, we
al so have anot her change.

Cyndy, who -- Cyndy Zemtis, who wll
be presenting the contract assignment process, is
actually now Fred. So Cyndy is now the acting
director of the Ofice of Housing Assistance
Contract Adm nistration. And with that, Cyndy.

M5. ZEMTIS: First of all, as |I |ook
out in the audience, | just want to say it's
great to see a lot of really famliar faces, and
people that | think are nmy friends, that have

becone friends over the |ast year or couple of
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years that |1've been involved in this initiative.

There's a ot of faces that aren't
famliar to me, but |I ook forward to getting to
know you and working with you in the com ng
months. | just want to |l et you know that our
doors are open here and, as Fred said, this is a
partnership, and we really need all of us working
together to make it successful.

In saying that, 1'd like to talk a
l[ittle bit this norning about the contract
assi gnnment process. The contract assignnent
process is really a vital part of this whole --
and |'mgoing to use the word "PBCA, "
per f or mance- based contract adm nistration
initiative.

The assignnment of the contracts
affects the adm nistrative fees attached to the
properties in the PBCA's portfolio. Therefore,
it's crucial that a conprehensive analysis of the

contracts to be assigned is perforned at the
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field level. 1'mgoing to wal k you t hrough how
we go about doing the assignnent.

The performance-based RFP did not
include the follow ng projects: Section 8 nod
rehab, including single famly occupancy program
Section 8 project-based certificate program
Section 8 projects assisted under the Section 8
proj ect - based voucher program HUD owned
projects; projects in foreclosure pipelines;
projects classified as nortgage-in- possession;
projects that have been referred to the
Enf orcenment Center or OHVAR, projects where the
owner has advised that they intend to opt out or
in which the field office has begun the opt-out
process; projects with expiring contracts.

As you recall, for those of you that
are PBCAs, you are not to receive any contracts
that were going to be expiring within that first
three nonths, your start-up period.

We have projects excluded by the
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field office for other considerations, such as
trouble, and I'lIl go into trouble in a few
m nut es.

We have been in operation for the
past nine nonths, we started our first PBCAs in
June. So basically for the |ast nine nonths, we
have been assigning contracts to the PBCA under
t he annual contributions contract, the ACC, and
it's Exhibits B and C.

The contracts assigned during the
initial phase included contracts that will not --
again, will not expire during the first three
nmont hs after assignnment; contracts that have been
not referred to DEC, the Enforcenent Center or

OHVAR: and contracts that are not troubl ed.

Again, | want to just spend a nonent
to talk to you about "troubled.” W have
found -- believe ne, we've gotten numerous

questions. How do you define "troubled," and

"1l go running around Miultifam |y and say "How
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do you guys define" -- asset managenent, the

O fice of Asset Managenent -- "How do you guys
define "troubled ?" Well, they'd give ne a
definition. Then I'd go to REM5. Well, they'd
have another definition. So it was getting very,
very confusing.

So basically, what we have finally
said was that we provided a list of exclusions;
the property was MP or in foreclosure pipeline
or in bankruptcy, and then we really called upon
the field to make that determ nation. W really
believe that the project managers knew their
projects well enough to know if they were
troubled, if they were troubled in the sense that
they felt it really -- HUD needed to keep these
contracts, or if they could be assigned over to
t he PBCA.

So that there's been a little
confusion as we've been out there assigning this

at the region level. W're trying to get a
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little bit nore clarification.

The assi gnnent docunent really
functions as a tool to provide the PHA with the
|l egal right to act on HUD s behal f, to perform
all related activities referenced in the ACC, and
associated with the contracts that are included
in Exhibit A of the assignnent.

Let nme just stop for a nonent.
Hopefully, wthin the |last few days, the PBCAs
recei ved the assignnment docunent. D d you al
recei ve an assi gnnent docunment? If you did not,
see ne afterwards, after | speak, and I'll be
glad to get you a copy or send you an el ectronic
one.

We have been working with our
attorneys to get the final |anguage. That's why
it's taken so long to get this. W have got the
| anguage, and when you do get that assignnment
docunent, the Exhibit Athat is there will |ist

all contracts that have been assigned to you,
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okay? And again, I'mgoing to go back with the
ones that canme up earlier |ast sumer.

You may during that tinme have had
contracts nmaybe because the owner -- the contract
was term nated, or for whatever reason, we
wi thdrew that contract. That contract wll show
on that assignnent, Exhibit A But later, we'll
tal k about how that will be withdrawn and what's
used.

But | just want to give you a
heads-up. |If you don't have that, cone see ne.
You shoul d have a copy of that assignnent
docunment with Exhibit A

The assi gnnent docunent, as | was
saying, along with the HUD anendnent noti ce,
which 1"l talk about, is used to transfer the
PBCA' s portfolio, additional contracts, after the
effective date of the ACC and the initial
portfolio assignnent.

| want to wal k you through what our
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process is, and then you can see maybe why it
takes us -- | know a lot of you said "Gee, you
know, 1'd like to have nore contracts, and could
you give themout to nme about two nont hs ahead of
time, and I can get nyself prepared and

everyt hing."

| want to tell you what we go through
here and why it's not as easy; we would like to
be able to say "Yes, we wll give you a two
nmont hs' heads-up,” but it's not quite that
si npl e.

First of all, it begins here at
headquarters. There is a list of those contracts
whi ch we believe are eligible, that we send out
to the field, to the CAOM The CAOM in turn,
sends it to their perspective project managers to
review, and we've asked the project managers --
these are sonme of the steps they need to go
t hrough when they get this Iist.

They need to check to see if there

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

39

are any contracts that should not be on the
eligibility list, due to program excl usions.
Thi s woul d i ncl ude PAC/ PRAC, Service Coordi nator
conflict of interest with the CA

If there is anything like that, then
t he project manager needs to go into REMS and
make that change. That nmeans that those
contracts were identified incorrectly in REMS.
So we need to nake that correction.

Then they need to check the data and
update in the appropriate systens the follow ng:

property address, including the MSA code or the

county code, because this picks up the fair
mar ket rents.

The assisted units; we need to know
t he exact nunber of assisted units. The owner
and the managenent agent information; we need to
know the correct nanme and address.

And then lastly, and |I'm sure sone of

you can appreciate this, they need to check
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TRACS, to see if all the vouchers have been paid,
before assigning the contracts.

Now | know we' ve had probl ens out
there, and we're still having problenms and we'll
probably be tal king about that today.

But | think also, for those of you
t hat have been -- previously been CAs or even if
you're new to this, you're finding out that
sonetimes the owners don't necessarily voucher or
have special clainms just exactly when things
happen.

So we're going to work together to
resol ve these problens. That's one of these
itens that Fred was tal king about.

Wiy is this so necessary for the --
well, we call them PMs -- the project managers to
do? Well first of all, the assignnent of the
contracts, again, affects the admnistrative fees
that are attached to the PBCA' s portfolio.

The correct property address w |
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wrong PBCA. W did cone across one that was
assigned to a wong state, so you've got to
doubl e check that and make sure that that should
be assigned to a particul ar PBCA

Al so, the correct information on the
names and addresses of the owners and agents is
critical, because we, headquarters sends out a
letter, letting the owner-agents know, hey no
| onger will so-and-so be adm nistering this
contract, but the new PBCA

We'd like to get that information out
to the right people the first tinme, but it
doesn't necessarily happen that way. So we need
to make sure that this information is correct.

After the PMreviews and updates
their list by checking a box to assign, then they
forward this information electronically to the
CAOM and the CAOM then queries the updated

necessary information. Then this information is
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reviewed by a supervisor, that then -- after
that, the CAOM then forwards that information on
here to headquarters.

Once headquarters gets that, we take
a quick look too, to see if there's anything that
may stand out in our mnd or sonething that we
may have | earned about.

Let's say, for exanple, the project
burned down, okay, which we had one of those
happen too before the contracts got assigned. W
want to make sure we try to pull that one before
we'd go around to the assignnent.

Currently, headquarters then devel ops
Exhibit B and C, which I know you all have had,
since you've all received and have had contracts
assigned to you, as well as, as | nentioned, we
do the owner-agent letters.

Also, initially when you first cone
on board, you also received an electronic file,

that had information about the 12 nonth history
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paynment, for you to start working on setting up
your files.

We send this out to the field, and we
ask that no changes be nade. There's a reason
for that, and I'Il get into that in a nonment too,
why what ever headquarters says goes because it
mat ches with our systens and how we're going to
be generating that information as tine goes on.

In the neantine, you' re maybe
wondering well, how does the nobney get set aside
for these contracts? Well, our financial
operations division then facilitates the
obligation and the reservation of funds, so we
make sure there is noney associated with the
contracts for that PBCA

Qur headquarters systens group, which
you'll be hearing fromsone of theml ater today,
t hen post assigned contracts to the Section 8
contract adm nistration on our website, and then

provides this list to the key systens, that being
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LOCCS, REMS and TRACS. Until those systens,
those three systens are updated, you as PBCAs
cannot access any of that information on those
contracts.

| think sonme of you nay have gone
t hrough that, have experienced that, not only
initially but when additional contracts have been
assigned to you, we get these calls "But ny PBCA
says | can't see this." Wll, it hasn't been
updated yet to the systens. This takes a day or
two. Ckay?

Sonetinmes we find there is alittle
glitch, and we want to nmake sure everything is
wor ked out. \What we have done to help with this
process is that once we have sent out Exhibits B
and Cto the CAOM we ask that they -- once
t hey' ve received word from headquarters, that
this information's been posted on the web, and
you all are aware of where it's on the web,

hope?
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W ask the CAOMto go out, to use
their Exhibit B and say "Ckay, match up. Do you
have any on your electronic copy that don't match
what's out on the web?" Then we ask in a few
days for themto contact the PBCA and ask themto
do the sane thing. W want to nake sure we're
all working off the sanme list. [It's critical for
t hat .

| just want to wal k through the
process of the initial assignnment process.
However, you may be aware that since June of
2000, we now have 37 performance-based contract
adm ni strators.

A large magjority of these have
received additional contracts since their initial
start period. 1'd like to just go through how we
do the additional assignnents. |It's very simlar
to what | was just saying, what | just went
t hr ough.

The addi ti onal assignnent of
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contracts begins again with headquarters sendi ng
out alist to the field, having themreviewthat.

Is this contract -- as they |look through it, is
this contract ready to be assigned? Perhaps it
was goi ng through the renewal process and naybe
it's through now. So maybe it can be sw tched
over and be assigned.

Agai n, after the program-- or excuse
me, project managers have reviewed all the data
that | nentioned previously, and have updated
that, they send a list back to the CAOM Then
it's reviewed by the CAOM signed off by a
supervi sor and then sent on in here.

We al so go through a process -- we
can do it at the tinme of assignment or now we're
starting to do it on a nonthly basis, to see if
there are any contracts that should be w t hdrawn.

Again, | touched upon that. It could
be a withdrawal because of term nation; there

coul d be sone reason why it needs to be
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and we need to w thdraw.

W wi il be doing withdrawal s of
contracts on a nonthly basis, okay? So that's
sonet hing that we have decided on that. Excuse
me, |I've got to get a drink. I'mgetting a
l[ittle dry nouth.

(Pause)

M5. ZEMTIS: Wien | tal k about the
anendnent | anguage, | know none of you have seen
the -- have received anything officially of the
amendnent docunent, the reason being it's stil
Wi th our attorneys.

W were hoping to have that finalized
by last week, so | could share it wth you today,
but again |I'mhoping within the next few days,
we'll have that finalized and you will get that.

Many of you will receive this
anendnent | anguage, and it basically will tell

you the contract has been w thdrawn; maybe units
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been changed. There's a reason. There will be a
little box that will be checked off, that will be
associ ated w th whatever changes have occurred.

When you get this anmendnent docunent,
you will also get new Exhibits B and C. These B
and C -- this is going to be critical -- will be
a cunmul ative of all the contracts that have been
assigned to you, that have been w t hdrawn, okay,
and by date. So again, this will be a mechani sm
that you can use to check to see exactly what is
in your portfolio.

So again, not to confuse you, the
assi gnnent docunent on that exhibit is all the
contracts that have been assigned. So let's say
initially you were assigned 50 contracts. A few
months | ater, you nmay have picked up anot her 25,
okay? Let's say in June we assign ten nore.
You'll get a new assignnent docunent with those

ten nore.
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But whenever you get an anmendnent
docunent, it wll tell you why action has been
taken, why you're getting this, and then the
Exhibits B and Cw Il be cunulative of all your
contracts that you are responsi ble for, and then
t hose that have been w thdrawn, and the reason
why, why there's been changes, okay? 1| think
that will help you with your record keeping.

M5. PAYTON: (i ndiscernible)

M5. ZEMTIS: Yes. |1'mglad you
brought that up. That is sonething that is on
our "to do" list. W need to also, as we send
out letters to the owers to say, "XYZ is now
your new PBCA, " we al so need to nmake sure that
letters are sent out to the owners to say "This
contract has been w thdrawn," whatever.

Now if it's been w thdrawn because
they opted out or termnated, yes. But if there
was anot her reason, we do need to do that. [|I'm

gl ad you brought that up. That's sonething
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that's on our "to do" list. W need to do that.
Staff, make sure you wite that down. W have
several of those things. Ckay.

PARTI Cl PANT: We didn't hear the
guesti on.

M5. ZEMTIS: You didn't hear her
guestion. GCkay. Can you cone up and use the
m ke, and identify yourself, too.

You see, when you ask questions, you
have an opportunity to stretch, get around, nove
and everything. So keep that in mnd as the day
goes on.

M5. PAYTON: M nane is Carol Payton

|'"'mw th Kentucky Housing. M question was,
woul d they notify the owner in advance if their
contract had been pulled fromthe CA so not to

have a problemw th the HAP paynent ?

M5. ZEMTIS: Okay. | want to just
revi ew. |'ve tal ked about the various docunents
VI TAL SI GNS
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that you' ve received or will be receiving. |

just want to review them one by one here. This

one, the ACC, and hopefully you all have the ACC
| f you do not, see ne, okay?

The ACC is the contract between the
PHA and HUD, awarded pursuant to a proposal
submtted in response to HUD s RFP for PHAs to
provi de contract adm nistration services for
units receiving project-based Section 8 housing
assi st ance.

Exhibit A of the ACC lists the PHA
responsibilities, outlining PBCA s duties under
the ACC, all the tasks that the PBCAis to
perform It includes the IBPSs; tells you al
about how things -- well, anyhow. | think you
all know Exhibit A It's pretty nuch a repeat of
t he RFP.

Exhi bit B, one of your attachnents,

lists all covered units under the ACC, including
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property nanme, contract nunmber and the nunber of

assisted units. Exhibit Clists budget authority
for current fiscal year for all contracts listed

in Exhibit B. Renenber, the budget authority is

only for one year.

Exhibit D, the Public Housing Service
Area that includes state where the contract is
| ocated. So basically, that's easy. |If you're
the Del aware PBCA, it's Delaware. |It's one
sheet; it just says "This is for Delaware."

Exhibit E, and this is the one al
the PBCAs are the nost interested in, provides
the PHA adm nistrative fee per unit, per nonth,
for each fair market rent area.

The assi gnnment docunent and Exhibit A
gives the PHA | egal authority to perform contract
adm ni stration services outlined in the ACC. It
only lists contracts assigned to the PBCA

Then t he anendnent docunent, which
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you will be seeing shortly, and this anmends
Exhibit B and C which you received previously, is
the official notice anmendi ng, adding or

wi t hdrawi ng contracts.

You al so, at your initial, received a
12-nmont h paynent history, that showed what the
previ ous paynents had been to the owner -- | nean
to the owner-agent. Wiy don't you get the -- why
don't we provide that later on? Carol?

M5. PAYTON: (i ndiscernible)

M5. ZEMTIS: Ckay, it's in the
LOCCS. Yes. You have -- by that tine, once you
cone on board, you should have access and you are
able to retrieve that information. So after
that, we don't really need to provide you with
that i nformation again.

And the last thing that we do with
thisis -- and it's certainly not the last thing

we do; it's just last on ny list here, is sending
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the letters to the owner-agents, notifying them
of the change.

Alittle bit ago | nmentioned that we
will be doing wthdrawals on a nonthly basis,
okay? Now, the next question |I'msure you're
going to be thinking, "Well how often are they
going to be doing assignnments?”

We have contenplated this. There are
several reasons, as | hope you've gathered as |
went through the steps, it's rather tedious at
tinmes. It's very tinme-consum ng, going through
t hi s whol e process.

The other thing is when we do assign,
that three-nonth period kicks in again for you
all. You start doing your baselines; you do the
1199s, the whole nonitoring for that three nonths
starts. W have to consider our CAOVs, and think
how much work that is for them that they may

have 250 contracts that maybe are in their fourth
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mont h and they have 175 that are in the first
nmonth, and it gets really crazy.

We al so think about the CAs, do you
have the capacity to do additional, to take on
additional contracts? W take a |ook at how we
t hi nk you' re doing, before we make any
assignnments. | can't -- I'll be honest. | can't
say we're going to do another big assignnent next
month. It hasn't really been decided at this
poi nt when we will do that.

The good news is, of the 37 PBCAs
that we have up and running, that represents a
total of 8,690 contracts, which for the majority
of our PBCAs, that's nost of the contracts that
they're going to be getting. | nean nost of you
have, | would say, three-fourths or nore of the
contracts that you are going to be getting.

| f you have a question of how many

nore are out there, please see ne today. | do
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have sone figures that were generated about a
mont h ago. These nunbers change constantly, but
at least | can tell you what it |ooked |Iike as of
about a nonth ago.

| f you don't catch up with ne today,
contact your CAOM Again, |ike Fred kept saying,
and we want to stress that today, PBCAs, cal
your CAOM Don't call headquarters. Call your
CAOM okay?

Now. In saying about the contracts
that are going to be assigned, there's sone
others out there, and if any of you happen to
catch the satellite broadcast that was done about
a week and a half ago about the renewal s of
Section 8 contracts, you know that questions cane
up about what's happening with contracts that are
expiring, and | want to just wal k you through
sonme of the different scenarios, and what we're

pl anni ng on doi ng.

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

For contracts that are expiring, that
are currently under PBCAs that were the fornmer
CAs -- okay, you were doing contract
adm ni stration before you were awarded this
PBCA -- we plan to nove those contracts to the
PBCA. That's the new good news. For those
contracts expiring that are under the old CAs,
that were not selected or do not apply to the
PBCAs, we plan to nove those to the PBCAs.

For contracts that may be with HUD
right now, that we are admnistering, we plan to
nmove themto the PBCA. Now why | say plan, is
because as many of you may know, those contracts
are sitting in HUDCAPS, which is a different
system The system you use is PAS/ LOCCS, and we
are now finalizing the details of how we're going
to be nmoving those contracts from HUDCAPS over to
LOCCS

It's not that easy, just noving the
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contracts. W also want -- the big thing that we
worry about is to nake sure that the owner and
agents receive their HAP paynents.

Now we don't think it wll be as
difficult. Again, we're |ooking for your
cooperation, kind of a heads-up for you all that
may have had contracts under the old way, that
wi Il be noving over, okay, because you will have
that history. You'll have a |lot of the
i nformati on. Because agai n, renenber what you' ve
gone through these three nonths, your first three
mont hs of start up, what you had to do to get
that information in order to nmake that first HAP
payment .

So we're trying to work out those
details. For sone of you, you nmay be call ed upon
to be a pilot, in trying to transfer those. The
sanme thing, if there are any in the audi ence now

that may be part of the old CAs, that when those
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contracts expire will be noved over to the
per f ormance- based, we also ask -- we'll be com ng
to you, to work with you to pilot how we nove
t hese contracts. Now we have --

MR. STRONG Cyndy, do you have --
Eric Strong, Jefferson County Assisted Housing
(indiscernible). Do the existing contract
adm nistrators who are going to | ose those
contracts now know that they're going to |ose
t hose contracts?

M5. ZEMTIS: Very good questi on.

We have been very frank about this, in nmeetings
like this. | know when Fred has gone out and
spoken, he has announced that. Have they
received sonmething in witing? No, not at this
point. W are in process of getting sonething
out to them

| would have liked to have said yes,

that letter went out |ast week, okay? | work for
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t he governnent, okay? Wat can | say? Anyhow,
t hi ngs have changed. Wth the change in

adm ni stration, we've gone through a |ot of
changes lately on this.

" m not saying you all haven't, but
just to kind of give you a perspective, yes, we
w Il be getting sonething out to everyone, okay?

And we do realize that it's going to affect a
| ot. However, in saying that, everyone had the
opportunity to bid on an RFP

The other thing that we would like to
say, because we | ook at this whole initiative as
such a partnership, is if you have a -- and |
don't nean old, old, but a former, old CA that
is interested in continuing to service those
contracts, that there would be sone kind of an
agreenent worked out with the PBCA. Many of you
have subcontractors that are working with you in

doing this admnnistrative services. So that's
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anot her alternative for you.

We al so have contracts out there that
may be adm ni stered by public PAEs. Under the
OHVAR, they had private PAEs and they had public
PAEs. Private PAEs, once they had finalized the
deal , properties cane back, it was over

Wth the public PAEs, they were told
that they could becone a perfornmance-based
contract admnistrator, except |I think in the
| anguage, actually because it was before we cane
up with this initiative, that they could becone a
CA.

It has been determ ned by the
Department that these contracts wll be com ng
over, will be under the performance-based ACC
So in order for themto be assigned to the PAE,

t he public PAE, that public PAE nust cone in and
qualify as a PBCA. The other thing is, they

must -- their ACCw Il only be for two years, and
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then it's gone. So there's a little difference
t here.

So we are currently working with the
public PAEs. There are -- quite frankly, many of
you were -- the PBCAs, I'msorry, and | hope |I'm
not confusing all of you. But nmany of you al so
served as PAEs, okay. So again, it makes it

easier to transfer.

The deci sion was nade -- as you nay
know too, the RFP states -- and you can go back
and | ook at the original |anguage -- when we

started up this initiative, we were striving to
sel ect one PBCA per state and territory.

So we're tal king a nmaxi num of 52,

because previously we had -- | was told |ike over
400, which was just -- the nonitoring was
i npossi ble, which you can see, | nean, as you can

i mgine. And as Fred alluded to, we found as we

were preparing this initiative, when we go out to
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visit, that naybe one -- certain people were

handl ing themthis way and sonebody el se was

handling themthis way and this one was here.
W're trying to pull you all into a group and
come up with sonme consi stency.

W're not there yet, | won't fool you
all, but I think we're getting there. So that's
one of the reasons on that. | think | pretty
much covered what | wanted to cover on the
assignnent. | hope | haven't totally confused
you. I'Il be glad to take any questions that you
have. Lucie.

M5. DU. | don't know if you can hear
me. Can you hear ne?

M5. ZEMTIS: You're in the front.
cone on up, Lucie.

M5. DU Lucie Du. Wen you do the

assignnments, when -- | know you're going to do it
whenever -- whether it's quarterly or whatever
VI TAL SI GN\S
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you determ ne you get, but what kind of notice do
we get? | nean, | knowit's not 60 days, but
what kind of notice do we get? Do we get it |ike
on the 5th day of the nonth, when Exhibit A cones
in, or, | mean, do we have a lead tinme, so we
could kind of prepare for it?

M5. ZEMTIS: Ckay, two days.
know. | can appreciate. Look initially, this
|ast tinme, when we did the ones in February, we
were going to do it in January, and we said "Hey,
who' s ki ddi ng who?"

First of all, I nmean I don't know how
your offices |ook, but I know what this
departnent | ooks like in the nonth of Decenber.
| mean you're lucky to find very many peopl e
around, and I'm seeing a | ot of nodding, so you
must go through the sane thing.

W would love to, as | started to

say, we would love to give you six weeks' notice.
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| would hope and I will strive to let you know
ahead of tinme, that we're going to be assigning.
Say, we're going to do another one in -- | can
tell you, we're not doing another one in April.

Let's say we do one in June, okay,
that we would give you a heads-up that we're
going to do it now Can | tell you how many
contracts? Probably not. But | can give you an
i dea today, if you want to see ne, how nmany
contracts we show that |ooks |ike m ght be out
there, to be noved over to you. So that should
hel p you.

You know again, the mgjority of you
have nost of the contracts you're going to be
getting at this point. | don't see another
really big dunp of contracts. No.

MR. PILLA: Ceorge Pilla, State of
Chio. Wen you get rid of the non-PBCAs and when

you transfer themto the PBCAs, will you do it at
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one tinme, all of them or are you going to adhere
to an ACC expiration date, and then trickle them
over the next five years?

M5. ZEMTIS: W wll be using the
expiration of the HAP. The ACC, | have been told
by our attorney, because this was a question that
cane up on the satellite broadcast about a week
and a half ago, what if the ACC has a |onger term
than the HAP, and our attorney said "No way.
There should be none of those out there; that the
HAP | anguage states when the HAP ends, the ACC
ends. "

So to answer your question, George,
when the HAP expires, then that's when we woul d
like to nove themover. Yes, you're correct. It
may be the next five years, rolling these over.
There is sonme di scussion that we would give an
option to the old CAs, if they find that they

only have a |limted anount of contracts they're
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doing, performng admnistrative services, that
they may just say they would like to end their
agreenent with the Departnent, and we woul d rol
those over. That's an option.

But that's not -- we're still in the
tal king stages of that. That has not been sent
out inthis letter or if it will be -- |I'"m not
even sure if it's going to be included in the
letter. This is nore of a talking thing where we
are right now

MR. KANIS: Les Kanis, PHFA (sp).
The question | have is, since we're getting
(i ndi scerni ble) on assigned basis
(i ndiscernible), for one year during the
managenent occupancy review, does it start from
t hat date?

M5. ZEMTIS: It starts fromthe
assi gnnent date, yes. You see, that's the other

thing, like | was saying. It's not only the
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start-up period, that three nonths of getting HAP
paynments. Everything starts over again. So you
have a year, then, to do the managenent occupancy
reviews for those contracts that you get

assigned. GCkay? So it's the tracking of that.

O course, your work plan's going to have to
reflect that, which neans --

MR. KANI'S: (indiscernible)

M5. ZEMTIS: That's correct, that's
correct. So it's not just -- it's additional
work on everyone's part. So that's why we're
trying tolimt this alittle bit, and as Lucie
mentioned, quarterly. Yes, | think quarterly
makes a | ot of sense, but it's kind of |ike what
part of the quarter to do it. That's what we
found in January. It's like "No, this doesn't
wor k. "

MS. PHLLIPS: H . |1'mNina

Phillips (sp) fromOhio's agency, and |'m
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(i ndiscernible). One of the problens that we're
running into now are a |lot of our constituents
are not sending us offers, because they have
gotten letters fromHUD stating that they have
been reassigned to the PBCA. However, the
contracts have not expired.

So one of our concerns is how are
t hese constituents getting paid? There's not
budget authority for the PBCA to pay them so how
are they to be paid?

M5. ZEMTIS: So you're saying that
owners that have not been -- | mean the
properties that have not been included in the
contracts to go over to the PBCA --

MS. PH LLIPS: Have been assigned,
and letters have gone to the owners, and now
they're calling us saying (indiscernible); what
are we supposed to do? At that point, we're

(i ndiscernible) to you. W don't know.
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We're | ooking at (indiscernible). |If
we go on the web, we're seeing that the new
proj ects have been assigned to the PBCA but we
are still in the contract period. So how are we
going to (indiscernible) that?

M5. ZEMTIS: Okay. You need to

contact us, and we need to sort that out. [|I'm
sorry. |If | understand your question correctly,
residents are receiving -- excuse ne, owners are

receiving letters saying that they have been
assigned to the new PBCA, but you are still
responsi bl e for thenf

M5. PH LLIPS: Yes, yes.

M5. ZEMTIS: COkay. W definitely
need to nmake sure we clear that up. Any nore
guestions? GCkay. |[|'ll be around all day today,
so feel free and like |I said, | ook forward to
getting to know you, and | keep | ooking at faces

and | want to put some nanes to them Tony.
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M5. WALLACE: M name is Ton
Wal lace. |I'mfromthe Boston office, up here in
Bost on.

M5. ZEMTIS: And she's here. She
didn't fly in today. Tony's here.

M5. WALLACE: We have a situation in
Boston where if we're going to be creating new
(i ndiscernible) contracts, and they're going to
be goi ng under the perfornmance-based, do we have
a procedure for that?

M5. ZEMTIS: Yes. These are from
the -- okay. W're going to be tal king about
that tonorrow, actually Toni. 1'd really rather
not get involved wwth that today in this
di scussion. This is another one of our pilot
projects. These are contracts that have been --
that HUD has been the adm ni strator of.

M5. WALLACE: Well, they're brand

new.
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M5. ZEMTIS: Yes. So that's
another -- we're really starting out on this, al
this newterritory. Let me tell you folks. |
mean if we can get through the next few nonths
doing this, but I know what you're talking about,
and we'll tal k about that tonorrow.

Because what we're trying to do is
then they' Il be brought under a PBCA, what she's
tal king about. Another (indiscernible). Again,
like Fred said, you learn to be flexible in this
area, so any nore? Ckay. Let ne turn it back to
Debbi e, then. Thank you.

MS. LEAR. Thank you, Cyndy. | guess
we're going to have to punt. W have a little
bit of tinme here. Okay, there he is. Steve. W
have Steve Martin down here, and it seens they
have tag team It's our WAF of headquarters.

They're going to talk and touch on
sone of the issues with REMS access news, which

we're aware there have been probl ens throughout
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this initiative. | apologize, Steve. W're
runni ng ahead of schedule. Okay, Steve. Take
t he podi um

MR MARTIN. At least | can get
closer to the door. Nassemis going to be
joining me in a mnute, but he went to call the
third menber of our tag team since she didn't
know we were going to be early, and she's the one
that knows a lot of this stuff.

Let nme start by babbling through a
few m nute introduction as to where we cane from
where we are now, and where we hope to be headed.

Let's see, where we cane from

Fred canme in, |ooking worried one
day, telling us that he had been forced to commt
to bringing some phenonenal nunber of contract
adm nistrators up and had the foll owm ng needs for
an automated system and the nore he tal ked, the
nor e nervous everybody got.

Then he told us his schedule for
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doing it, and when we stopped | aughing, we
agreed, okay | ook, we can't do that that fast,
but we'll do the best we can, do whatever it
takes to get stuff going, know ng that the nost
inportant thing is to get people up and
functioni ng, and people generally are reasonably
synpathetic with this. It's a start-up; it's not
perfect, but it's working for now, and wll get
better and better as it goes al ong.

The things that were identified as
nost critical obviously was first identifying the
contracts that were to be assigned, and then
begi nning the process of assigning the contracts.

Second, giving the contract
adm ni strators, since they'd be doing a | ot of
the work that HUD staff had normally done, at
| east sonme | evel of access to our systens, and at
| east sone level of ability to get information,
as nmuch as we could, as fast as we could, know ng

that we were al ready behind schedul e.

VI TAL SI GNS

(301) 254- 2542

74



10

11

12

13

14

15

16

17

18

19

20

75

Ch, and by the way, of course we had
no nmoney, so Fred spent nost of his tinme running
around trying to find noney, to pay for what it
was we were al ready working on.

The process has worked about -- well,
actually it's worked nuch better than | thought.

My expectation, and especially the idea of
bringing so many agencies all in at once, was it
was going to be an absolute disaster. |In |arge
part because of the efforts of fol ks here and few
others, the process turned out to be nmuch nore
organi zed than | had expected.

But those of you in the room here who
participated know that it didn't happen snoothly,
efficiently and transparent to the user, as they
say. W have continued to learn from our
begi nni ng m st akes.

| think the process is working a | ot
better now than it did at first, and the

encouraging part is we know now where we're
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headed, which is -- for exanple, in order to do
busi ness with us, you have to cone in through the
secure systens connection.

| assune -- | can't renenber the nane
of this agency that just got into it in
February -- but assune ot her than them
potentially having trouble, nost of the agencies
now are able to get in. Hawaii and the TIN
nunber changi ng, or uncertainty. One day, people
were in and then they got disconnected, et
cet era.

| think we've solved nost of the
probl ens of the agencies being able to establish
a relationship wwth HUD, and the ability to get
i nto our systens.

There were a | ot of problens with
peopl e not understandi ng that once you got in,
the contract adm nistration adm nistrator, the
security admnistrator had to then assign

contracts to people, in order to be able to get
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into REM5, and they could start doi ng busi ness.
But | think we're reasonably okay on that.

The paynent process. Those of you
who are inside know the nunber of changes that
were made to the accounting system in order to
accommodat e the new RFP. There were a phenonena
nunber of changes, and the fol ks who worked on
the accounting system | think, did a narvel ous
j ob of getting a new system up and runni ng and
avai |l abl e.

We are now nmeki ng paynents. The
process of approving requisitions, getting paid,
is working, although |I'm sure each of you has at
| east one instance where you know of sonethi ng
that isn't working right.

Let me rem nd you that there's a
di fference between systens and funding. But HUD
continues to have probl ens, because of the need
to go find noney first and then pay.

But many of those are not currently
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systemrel ated, and the remai ni ng probl em
there -- since we currently have adequate new
money to use for now, the renmaining problens are
achi eving enough recaptures, in order to nmake
nmoney avail able, so that the paynents can be nmade
on a flow basis.

The remaining dilema that | saw when
Fred outlined where -- what we needed to do, was
as soon as he tal ked about the CAs doing a | ot of
data entry indoor systens is ny perception, and |
know it was Lucie's fromthe start, that "Well
this is nice that we feed you all this
information, but |ike when are we going to get to
see it, when are we going to get it back on a" --
ot her than the proposal, which was bring up a
screen, take a Polaroid, bring up a screen, take
a Polaroid, put that into a scanner, you know,
and it wouldn't work.

We are currently working on two

possi bl e alternative ways, either of it -- part
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of it's going to be the technol ogy, part of it's
going to be dealing with firewall issues, et
cet era.

But the bottomline is sone tine
within the next three, four nonths, give or take,
we expect to have the ability to give you back,
in a large clunp of information, the type of
information that you need to keep track of what
you have been doing in your system as opposed to
sinply entering data into ours.

In order to figure out a way to do
that better, one of the things I'mgoing to be
doing -- we're going to be doing and then sendi ng
t hrough your folks is a survey of sorts, to find
out -- ny expectation is that there's a w de
range of systens sophistication anong the
di fferent CAs.

There are sonme -- well, | know, for
exanple, who could literally take a copy of our

entire database and they're al ready designed
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their systemto match ours.

There are others | suspect who are
not at that level, and if we sinply say "Here's
all the data," would then say "Well gee, this is
a great, but could you give ne alittle help as
to what | do with it now "

We're trying to get sone sense or
we're designing a survey that will attenpt to
enable to hel p us know a good m ddl e ground, of
where the CAs who run the programgreat, but are
not confortable with massive anmounts of
el ectroni c data dunps, that they don't know what
to do with.

We anticipate what we're going to
need to do is develop reports in various formats,
and then essentially provide you wth out put
reports, that you can then either read or put
into a dat abase.

Anot her possibility that we' ve tal ked

about is providing access databases for
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everybody. But again, in order to know whet her

t hat woul d work, we need to know your capacity
and type of -- the size, type of data that you're
used to dealing with, preferences, et cetera.

We are currently attenpting to figure
out the right questions. |'m guessing probably
within a couple of weeks, we will, through you
guys and probably, and | assune through the
CAOVB, send information out to you, asking nore
techni cal information.

This is so that we can then decide
the nost efficient way of sharing the data that
you have been nice enough to feed into our
systens, so that you can actually then use it and
not have the problemof having to maintain, |
presunme, two different systens, ours, as well as
yours.

Let's see. |Is Marilyn on her way?
Let me field questions on problens that you' ve

had usi ng REMS or other questions. Nassem or
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will attenpt to make up answers, and then Marilyn
shoul d be joining us in a mnute, and anything
that I don't know, I'll prom se that she'l

answer, so that she has the sane pl easant
experience of wal king in the door and finding

out -- oh, here she is right now. Questions.

M5. CONSTANCE: Vi Constance (sp)
with the Texas contract adm nistrator. Wen we
will be getting access to the (indiscernible)
financial statenments? W don't have access to
t hat .

MR. MARTIN:. Well, our expectation --
PARTI Cl PANT: Repeat the question.
MR MARTIN. OCh, I'msorry. The
access to the financial statenents in REM.
Ckay, Cyndy is our technical expert here.
M5. ZEMTIS: That one | do know,
and | think Marilyn can address it a little bit

nmore when she gets here, but | understand that
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there's been a problemfor you to get in, to
actually see the financial statenents and al so
t he physical inspections.

This is a corruption that the
contractors are working on, to nake sure that you
can get access. In the neantinme, you can contact
your CAOM who can ask the project manager to
take a snapshot of what you need, and they can
fax it.

We're going to have to nmake do right
now. They're working on it; there's just a
glitch in the system But you will be able to
see that.

MR. MARTIN: The physical inspection
one | was aware of, and that was literally -- the
intent had been all along that you' d see it, and
there's just sonething wong with the software
that they're | ooking at.

The FASS, | just wasn't sure whether
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the expectation was that it would be avail abl e.

MS. CONSTANCE: How | ong do you
expect it to take?

MR MARTIN:. If you don't mnd, |et
me hold that one for Marilyn. Normally, the team
working on REMS is really good when they know a
specific problem and do research
(indiscernible), we'll find out what causes it,
for exanple.

PARTI CI PANT: (i ndiscernible) It says
"No project actions available for current
property.”

M5. ZEMTIS: M understanding is,
you just can't go to the (indiscernible).

MR. MARTIN:. Then you won't be able
to see the (indiscernible).

(Si mul t aneous di scussi on)

MR. MARTIN: | know this isn't the

answer that you want. The good news is yes,
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these are problens that the team al ready knows
about and is doing research and fixing, and the
assunption is -- the good news, from our
perspective, is it's definitely supposed to be
working and is not. So that it's not sonething
that, we have to say "Ch well, six nonths from
now, we'll develop a nodule to do this."

It's just something that is broken,
and normally once the teamfigures out -- as we
feed data back and forth froma gazillion
different systenms in HUD, and one little comm
somewhere in the extractor or the feed can throw
everything off. It literally is a case of, go
check this, go check that, and eventually you
find "Oh, no wonder it doesn't work."

Internally, we're having sone of the
same problens with our data display, and it
turned out that the whole thing was built using a

nore recent version of one of the software
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products and worked fine. Marilyn. H . cone on
up.

And the rel ease date now for the
production version, having the newer software, |
think, is sonme tine later this nonth. Things
t hat everybody who has been testing has said "Oh,
this works perfectly,"” suddenly fell apart in
production. But we know for sure it wll be
working in the future. | just don't know on the
physi cal inspection and FASS reports.

First, let me introduce Marilyn
Stegman. For any of you -- don't worry. | won't
enbarrass you too nmuch. But any of you who have
had problems with getting in through physical --
in through PASS, who have talked to Marilyn, you
know that she is a person who is incredibly
hel pful and responsive, and has supported a
nunber of you, at |east getting into the systens.

Adm ttedly, when you get in and you
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find that there's no data, that's not her fault.

But she has been very, very good and we've

gotten a lot of conplinments froma nunber of

fol ks about how hel pful she is.

| nmentioned your nane, in terns of as

t hey have questions, that there m ght be sone you

knew the status of. W just finished doing the

one about the known glitch, where the CAs can't

see the physical inspection or the financial

st at enent .
"Oh, yes.
one."

And Cyndy cane to ny aid and said

They're definitely working on that

M5. ZEMTIS: Steve, you have a

guestion out there.

MR NELSON: d arence Nel son,

Bi r m ngham Housing Authority. W had a question

about a user |ID assignnment. W had one person

t hat worked for another housing authority. She

had a user

| D there and unfortunately, we haven't
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been able to assign her one from our agency
(i ndiscernible), and we're running into a
pr obl em
MR. MARTIN:. Ckay, |'ve heard that

guestion. Let nme start, and then Marilyn wl|
junp in with anything you want to add.

The way our secure system-- this is
a departnent-w de system individuals are
associated to firnms or conpani es or agencies or
whatever. |If that same individual conmes in, and
unl ess the people associated with a new agency,
the | osing agency or let's say the | osing
nort gagee, or whatever, has to delete themfrom
their list of enployees, before the other conpany
can add them

That gets around, say, a |loan officer
attenpting to feed data for 12 different
nort gagees, for exanple. The dilemm here was an

enpl oyee who had been on -- worked in another
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agency, and the other agency hasn't yet del eted.

If 1'"mnot mstaken, until the -- | had a
vol unt eer.
M5. STEGVAN. |I'mthe interpreter
here. | can't bother with this. GCenerally
speaki ng --

MR. MARTIN: Use the m ke on the
podi um

M5. STEGVAN. COkay. Generally
speaking, if they have a user |ID already, they do
not need to get a new one or cancel the old user
ID. Wiat really needs to happen is what we call
t hose business rel ationships. So they would
di sconnect the business relationship with who
they used to work for, and establish it wth you.
And go ahead --

MR. NELSON:. The problemis --

MR. MARTIN: Your nane sir?

MR NELSON: d arence Nel son,
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Bi r m ngham Housi ng Authority. W did that, and
now the problemis that we can't assign her an
ID. W actually canceled it, and then --

M5. STEGVAN. Onh, they did delete her

MR, NELSON:  Yes.

M5. STEGVAN: Then she woul d want to
re-register for a new ID.

MR. NELSON: W attenpted to do that.

M5. STEGVAN: And it said "Sane
soci al security nunber. I'msorry, it's a
duplicate"?

MR. NELSON:  Yes.

M5. STEGVAN. Wiy don't you call ne,
and we'll talk offline.

MR. MARTIN. Those are the types of
questions that Marilyn has been fielding, not
that this is a career choice. But as we bring
new entities into HUD, in order to get through

the first system whenever there are unusual
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things like this -- | nmean everybody expects A B
and Cto be in the right order, and when they're
not, sonebody has to literally call 27 different
people within the agency to say "Wl |, how do |
fix that?"

Marilyn has voluntarily taken on that
role, in helping to get the fol ks through the
| ast system | nean the systemitself is
actually very effective, and the purpose behind
it, if it works right, is that you have one
rel ati onshi p, one password, one everything to do
busi ness with HUD, which | think everybody
recogni zes i s where we want to be.

But it's just that as we bring on new
people, with new relationships, it takes a little
bit of a learning curve. But she's been very
hel pful and we really appreciate that help.
Questions in the back. Yes.

MR. STANTON: M chael Stanton from

New Jersey Housing. 1In regards to the year end
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settlenments, do we -- are contract adm nistrators
capabl e of performng that particular report?
know a coupl e of nonths ago and as recent as |ast
nmonth, we were not. But has that been resolved?
M5. LEAR Eileen will be around,

|ater on this afternoon, to discuss that. It
won't be a systens piece at this point. W're
still working with (indiscernible), and so, as
she will advise you, they're working on revising
the existing form to make it work for this
pr ogr am

Until then -- and we'll obviously
gr andf at her any PBCAs that those statenents are
due. You would not be penalized, due to not
being able to submt it in 45 days, as required
by the ACC and (i ndiscernible).

M5, STEGVAN. WAy back when we
started tal king about this initiative, we asked

(indiscernible) if there was a way we can do an
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el ectronic interface between our autonated

wor kf | ow systens and REMS, so that we weren't
having to enter dates tw ce, one for our purposes
and one for yours.

He alluded then that that was a
feasible way to go, that it mght be in the near
future, and ny questionis, is it?

MR. MARTIN. He gave you a correct
answer, but not for HUD. | nean, that is in any
| ar ge conpani es, that technology at the cutting
edge today enabl es al nost anyt hi ng.

The problemis, when you' ve got half
a dozen different old | egacy systens and you' ve
got varying degrees of effective or ineffective
infrastructure, knowi ng that the technol ogy could
enabl e the two-day data fl ow doesn't necessarily
mean you could pull it off any tinme soon.

In fact, all that we're tal ki ng about

now, in the short term three nonths, six nonths
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the max for being able to do stuff, and actually
deliver clunps of data, would be a one-way fl ow.

In other words, you'd enter
information in REMS, and then woul d get sonething
back in a format that woul d enable you to use
that in your system

| don't think -- and Nassem or
Marilyn, junp in if you don't agree -- but |
don't think we're tal king about a two-way dynam c
flow, any tinme this year at |east.

MR. SAAB: It's not just the data
that you've entered in the system but other data
that m ght be of benefit to you. For exanple,
physi cal inspections that have been conpl et ed.
This is the REAC data avail abl e t hrough RENS.

So it's not that you've entered it
physically in there, and you' re going to get it
back electronically in a data dunp. |It's just

data of benefit to you and of use, that you need
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to get access to, and as such, should be able to
get .

PARTI CI PANT: |'mtal ki ng about going
t he ot her way.

MR. SAAB:. | understand your
guesti on.

PARTI CI PANT: |I'mtal ki ng about
going the other way. Wen we try to enter dates
into REM5, our dates in our system may be
different than the date the action gets entered
i nt o REMS.

So when our CAOM | ooks at a report,
they' re | ooking at our reports that say we
finished the managenent review on the 15th, but
the data entry didn't really happen into REMS
until the 16th or the 17th, all wthin the
appropriate tine periods. This is problematic
sonetinmes, and also we're doing data entry tw ce.

My question is, why can't we have a
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way to dunp our data into your systenf

MR. MARTIN: You know, again, if we
didn't have existing systens, existing
infrastructure, and started clean, the right way
to design would be -- well, of course, in
addition, if we knew we were going to be doing
business with partners, et cetera, we would have
desi gned an exchange, where it could flow in both
di rections.

At this point, the short-term answer
is that dual entry has to continue. The way we
can avoid the dual entry in the future would be
to the extent the information is entered in REMS,
we can feed it back to your system

Now part of that, though, is a
training i ssue, because in REMS, you have both
the date the event occurred, as well as the date
of entry into the system So if sonething was

done on the 15th and not entered until the 20th,
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you have the capacity to enter that it was indeed
done on the 15th. So the report should be in
sync, if it was done properly.

Having said that, that's sort of the
m nor good news. The real bad news is, as | said
inny intro when we first started, the first
thing I warned Fred about is as soon as we get up
and running -- | nean everybody's going to focus
on the up and runni ng because obviously that's
the nost critical thing -- but as soon as that
goes, then that big question's going to be,
"Okay, now when do | get whol esal e | evel
informati on rather than screen by screen,
printout by printout?"

The dual entry of data is just one
ot her manifestation of that problem It's one
that we're working on, and the only positive
thing I can say is until about three nonths ago,

we were so busy focusing on how do we nmake this
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thing actually get paid, that no one was focusing
on it.

Now we have a whol e team doi ng
not hi ng but focusing on how we can get this
information to the CAs, and in some cases our
field offices, because our field offices are not
as bad off as you are. But in REMS, it still is
very heavy on entering data in a screen by screen
di splay, rather than a whole panoply of really
useful reports.

We're now at that second generation,
where we're saying "Okay, we have all this
informati on. Now how do we use it?" And you
guys will be ultimately benefiting by that. It's
just apologies for it taking this |ong.

M5. ATKINSON: Joan Atkinson, the
Maryl and Departnent of Housing and Conmunity
Devel opnment. | have two questions, actually.

One, we had a problemw th HUD staff
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overriding our information in REMS, and is there
any way to put sone security on our side so that
doesn't happen?

MR, MARTIN. Ckay. This is going
to be a joint answer, because |I think partly it's
going to involve an ongoi ng di al ogue between the
CAOM and project managers, et cetera.

From the system point of view, we
don't currently have -- we have -- for exanpl e,
within the Enforcenent Center, we have the system
set up so that the Enforcenent Center staff are
the only people that can update certain things,
and in fact, in certain areas, they are the only
peopl e that can see certain things.

Q her than that, generally if you are
a project manager assigned to a project, you have
the rights to update. Except for the field
of fices that have nore than one enpl oyee, or nore

t han one person serving different roles, they are
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able to update that information

We haven't designed -- we gave joint
update rights to the CA and field office staff.
We didn't design it to be separate.

Let me ask the following. At sone
point, | think there needs to be a discussion of
who's doing what and clarifying roles, et cetera.

If it is a problemof a field office not
understanding their role, perhaps the right
solution is enforcenent of training at our end.

If it looks Iike a continuing
probl em because in sone sense it's legitimate --
we ran into a simlar problemw th REAC on
addresses, where we woul d enter addresses and
they'd do an inspection and overlay, and then
we'd overlay and they'd overlay. It got real
busy.

Utimately, we were forced to prevent

their ability to overlay. Let us -- the person
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have the conversation internally, and then let us
tal k about whether it would be needed to do.

Mechanically, it can be done; it's
just that would be a significant change to the
system sonething that at best would take, I'm
guessi ng, maybe three, four nonths to achieve.

M5. ATKINSON: My other question is,
|"mthe security coordinator for the Departnent,
and we do several different things. W're also
required to do the nortgagee inspections, and
we're having a problem accessing that end of the
(indiscernible). | can't assign a schedule. |
mean |'m having a real problem

MR. MARTIN: Marilyn has contacts

t hroughout the entire world, and she has |ots of
friends on the REAC side, and | --

M5. ATKINSON: Well, this is -- yes.
The FHA screens.

MR MARTIN: Yes, because REAC is the
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(i ndiscernible). The nortgagee inspection is
relatively new. It then becones -- the

nort gagees doi ng the inspections on behalf of HUD
is relatively new, and it may be a probl em of

(i ndi scerni ble) our software.

What we can do is take note of the
probl em and do sone research, and pass on the
i ssue to them

M5. ATKINSON: |Is there soneone | can
call in the interin? W still need to do the
i nspections on behalf of HUD, as FHA
(1 ndi scernible).

M5. STEGVAN. Ceneral ly speaking, you
shoul d be contacting the REAC Hel p Desk. It's on
their Internet page. | think they have -- |
t hi nk you can contact them by e-nmail or by phone,
if you're comng in as the lender's
representative on physical inspections.

MS. ATKINSON. Well, yes, and | did
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that, and it didn't work out.

MR. MARTIN. But before | get to
Lucie, and | promse to do that in just a second,
can | ask a nore general question of the group,
and |'msort of nervous asking this question.

W have attenpted to have various
ways of hel pi ng peopl e, including various help
desks. W al so obviously have attenpted to do
training of the CAOM so that they would know
certain things and be able to handle them et
cet era.

It's a sort of generic question.

We're not terribly sensitive and won't break into

tears or anything. What, if anything, is the
nost frustrating part of the conmunication? O
just sinply, there is none?

M5. ATKINSON: They can't help. The
hel p desk.

M5. STEGVAN: G ve ne the nane of

sonebody.
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MS. ATKINSON. Qur problem has been
that they don't understand the conplexity of what
we do, and |I've tried to convey that we do nore
than one thing. W're nore than a CA. W have
PHAs, you know.

M5. STEGVAN.  They're nore
Pl H-f ocused on that help desk, than they are
multi-famly, and as Steve said, the nmultifamly
physi cal inspections by lenders is fairly new, so
you're correct. They're in a |earning curve.

Why don't you, | guess, |ike Steve
said, if you want to report it to the help desk
nunber that you do CA stuff, and then they can
ki nd of coordinate, making it get over to REAC
Pl ease tell nme that you are asked to give this to
them because they may not -- they nmay say "This
is not ny problem"™ But |like Steve said, we can
at least facilitate getting you to the right
person over there.

MR. MARTIN. The other thing we can
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do is as we |learn of problens that are inpeding
our prograns, Marilyn is a conduit; here are
probl ens that seemto be cropping up
consistently, to |like the managenent |evel, so
that they can make sure there's better
instruction given to the hel p desk.

In fairness to the general help desk,
when you get hired as soneone to answer the
phones and answer technical system conputer-type
guestions, and sonebody cones in and says "H,
I'mthe CA that handles old ACCs and has a new
per formance- based; |'m al so a nortgagee, and |
handl e physi cal inspections under
bl ah- bl ah- bl ah-bl ah, and I've got a 203(b) here
t hat needs refinancing. Can you help ne, tell ne
what system | use to do bl ah-bl ah-bl ah," at sone
point 1'd hang up.

The problemthat HUD faces is we are
attenpting to better coordinate a | ot of things

that used to be totally separate, and bring in
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busi ness partners to do the things that we
normal Iy never did well ourselves.

So there isn't, sonetines, the body
of know edge that you can just sinply hand to

sonebody and say "Here. Here's a docunent. Just

read this and then you'll know how to answer it."

A lot of tinmes when they ask the
gquestion, the poor person on the hel p desk, even
if they're extrenely conscientious, could spend
an entire day calling HUD saying "Wl |, do you
know anybody | can talk to about this?" | nean
we have a lot of internal work to do to get our
act together, so we can be nore responsive.

So | just -- a couple of nore -- if
you don't mnd, before |I get to Lucie, a couple
nmore feedback in ternms of problens you see.

PARTI Cl PANT: (i ndi scernible) One of
the (indiscernible) that we had is that when
needed (i ndiscernible), we never (indiscernible)

in getting through (indiscernible).
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The second -- the other issue that we
had in Lancelot, there were sone technica
i ssues, and we put out (indiscernible) phone
calls as well as e-mails, desperately trying to
(i ndiscernible) the situation and get expert
assi stance (indiscernible). And that just
happened (i ndi scernible).

M5. STEGVAN: Yes. As Steve said,

the hel p desks are nore junior people and the
ki nd of questions that are comng up are at tines
beyond their know edge base.

| think the procedure that we're
supposed to use -- nunber one, the hel p desk
shoul d be responsive and we'll work on that. [|I'm
not trying to dodge that issue. But | think the
procedure is if you' re not getting a response or
an adequate satisfactory response fromthe help
desk, | think you' re supposed to contact the

CAOM and then the CAOM i s supposed to coordinate
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and ultimately it ends up back around to ne. But
| think you' re supposed to coordinate this
t hrough the CAOM and don't be hesitant to do
t hat .

MR. MARTIN. Let nme, if you don't
m nd, go back to your first question, and I"'|
ask Nassemto nod or giggle when | answer this,
so I'l'l know whether I'ml heading in the right
di rection.

It's relatively easy to test the
i ntranet when you are having problenms com ng
through the Internet. |It's real tricky to know
where the problemexists, so that in fact our
system including the web server and everything,
could be functioning perfectly, saying "Cee, it
must be sl ow today. Nobody's calling nme," when
sonet hi ng conpl etely unconnected i s not
functioning. Additional comments?

MR SAAB: This could be related to
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the clinbing issue, in which there was server
probl ens, and there was an upgrade within the
| ast week of the server. So you were not the
only one experiencing a dead end, in which you
all had a database problem and the screen will go
into an error nessage. All field offices
experienced the sane thing.

My understanding right now is there
was a server upgrade of the software within the
| ast week, and as such, this probably hopefully
woul d be resol ved. That doesn't take away the
i ssue of the lack of responsiveness fromthe help
desk, but this could be just -- could be going
t hrough the sane period of problens that we
faced.

MS. DU, Lucie Du. Just general
issues. | know this is sonething that we brought
up in the last CA neeting also, just the general

sl owness of the REMs. | know it's because of the

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

110

traffic, but Fred last tinme alluded to getting
funding to upgrade it, so that it would be able
to handle nore traffic. | just want to know what
your timng is |ike, because we kind of spend an
i nordi nate amount of tinme trying to wait for the
systemto get up and put this stuff in.

The second issue is this has happened
before and this has happened again here recently,
is that we put information -- our staff has been
putting information into the system and then when
HUD | ooks at the information, it's not there.
Then we look it up in the REM5, and it's not
there. W put it in.

| know you have this -- | think the
last tinme, the way | understand it, it's not a
direct entry to the REMS, but we put it into this
REMS that's out there, and then it gets refreshed
every night or sonething. But sonehow, the

i nformati on di sappears, and | don't know if

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

111

that's still a problemthat you guys know t hat
exists or --

MR MARTIN Yes. Let ne attenpt to
answer bot h.

PARTI Cl PANT: Steve, could you repeat
t he question, because we can't hear back here.

MR MARTIN. No. |I'mgoing to just

give the answer and then you have to guess what
the question was. kay, yes. The questionis --
| promse I'll be (indiscernible) for a mnute --
t he sl owness of REMS, and at the previous neeting
that you guys had, Fred had said we're | ooking
for noney to try to fix it.

Sl owness can be a nunber of different
t hi ngs, each of which is being attacked right
now. The last | heard, REMS was being m grated
to a bigger box, a bigger server, sone tine this
month. Mary knows when, but within the next

coupl e of weeks.
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Oten it's not a case where it's a
box problem The server is sitting there with a
gi gantic anount of capacity, and there's
essentially clogged arteries since that day now.

Sorry about that. [It's not that just the
tel ecomuni cations lines, but it can also be the
software that handl es the comruni cati ons.

When we first brought REMS up, no one
could figure out why it was as slow as it was,
and it turned out that the software that handl ed
t he connections woul d get one connection and then
say, boy, I'mtired. I'mgoing to rest for a
while. So, you had all these calls in and one
was getting through. And, it was getting
processed real fast when it got there. O
course, the people that were still held up were
pretty nmad.

We continued to -- as the industry,

the Internet, web-based major processing
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applications is still relatively new and the
software continues to inprove, we continue to
upgrade the software for managi ng the
t el ecommuni cations as well as get bigger and
bi gger servers. There have been -- |'m guessing
about a nonth or two ago -- a significant
upgrade, at least in terns of our own internal
survey, we've seen inprovenents. But, the plus
i's, again, noving to another server sonetine
this -- within the next couple of weeks. They
al so spent noney to buy, to the extent that they
are avail able, the tools for diagnosing what's
causi ng the del ays.

In this -- ny first experience
wi t hout knowi ng what | was doing was on a
mai nfrane project. In mainfranmes they have so
many sophisticated tools to be able to identify
how t hi ngs are processed and where the

bottl enecks are, that it becones al nost
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effortless to say, oh, you have to re-wite line
twel ve of your code or sonmething. This doesn't
exist yet in the Internet side, so as new
products conme out we becone nore and nore
sophi sticated, but we're still sort of -- yet, it
still seenms to have gotten this far and it's
doi ng okay here, but sonewhere in this area
there's a problem go play until you figure out
what's causing it.

Any additions or --

MR. SAAB. On your question as to
whet her you're updating live or whether it's
going to go through another round of del ay,
you're updating live. [|If you have the access
right, and you' ve been given the access right to
work on any contract or any property, when you
hit you the save button that information goes
directly to the live server. So, whether you

refresh the screen within a second after that or
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a field office refreshes the information or | ooks
at that screen a couple of seconds after that,
they will see the updated data.

MR. MARTIN: This is the second
question. I|I'msorry. Having to enter data and
you know it's there and then you go in the next
day and it disappears or the field office says,
well, I can't see it. Lucie's' part of the
question was, well, do we feed data sonewhere and
then it doesn't show up yet.

In terns of the application itself,
the screen, everybody's got the sanme, they're
updating the sane database. For the field office
that has access to the reporting database, that's
updat ed overnight. So, if they were doing
reports that they ran agai nst the database, it
woul d be day old information.

We have found this on occasion in the

field offices as well. The only thing | can
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suggest is when that happens, if you can notify
the help desk with as nmuch detail as possible,
because what they have to do is try to identify
exactly what happened and what m ght have caused
it because we don't know -- it happens
periodically, but we haven't found any systemc
problemand so it literally beconmes a detective
gane of seeing what m ght have caused an instance
of where suddenly what was there di sappear ed.
There was a period where it was
fairly common. | don't know that it's that
wi despread now, but we do occasionally have
peopl e calling up saying, what did you do | ast
ni ght, you just wi ped out all the stuff I
entered. In sone cases, it is literally human
error of they didn't save or sonething, but there
are still puzzles occasionally. Again, the only
way we can deal with that is with individua

cases to see what m ght be causing it.
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MR. ANTHONY: (Indiscernible) famly
owners are going to be submtting a | ot of
financial statenents on their property is Mrch,
April. Is that going to have an effect at all on
our access in, for instance, your systemto REMS?

MR MARTIN.  Well, Marilyn is
shaki ng her head no. | renenber |ast year when
there was a -- I"'msorry. Owner's submtting
financial statenments, a big peak comng in the
March, April period, and whether or not that
woul d af fect performance. | know | ast year there
was, generally speaking, because we were all in
this same box and goi ng through the sane |ines,
there was a sl ow down during this period.

Now, Marilyn you're shaking your head
no -- (indiscernible). Marilyn's had second
t houghts and said, nyah, you nay be right.

W were aware of it last year and

part of the reason why, at one point we actually

VI TAL SI GNS

(301) 254- 2542

117



10

11

12

13

14

15

16

17

18

19

went through a separate server as an attenpt to
recogni zi ng that peak volume was to insulate the
rest of the departnent, as we've all noved to
bi gger servers, it's possible that the server
size is much better

The overall ability -- the bandw dth
is bigger, but as | said, if the connecting
software can still only handle four connections
per second or sonething, there is still the
possibility. Marilyn's curiously taking a note,
and what we'll do is rem nd everybody of what
happened | ast year so that the IT fol ks can track
that and at least nonitor to see if that happens.

MR. ANTHONY: -- inaccessible and
this is the tine when those things are going to
start really cracking.

MR. MARTIN: That's a good point,
t hank you. Yes.

M5. O SULLI VAN: Ruth O Sullivan
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New York State. W have the problens entering
REMS adj ustnents sonetinmes. |[|s that sonething

(i ndiscernible) so nmaybe it could change the | ast
week or coupl e of weeks?

MR. MARTIN: No. Just to nmake sure
|"ve got it, this isn't during the real -- the
real nodule, right?

M5. O SULLI VAN: No, not contacting
(i naudi bl e), just regular annual strategizing.

MR. MARTIN: You nmean into the REMS?

MS. O SULLI VAN.  Yeah. REMS, TRACS
wher ever.

M5. STEGVAN. You don't enter in
TRACS, you enter in (inaudible).

M5. O SULLI VAN Were do you enter?

M5. STEGVAN: Your field contact does

M5. O SULLIVAN: Right. That seens
silly, but that's the answer still? Send it to

the field office. W have no ability to do that?

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

120

MR MARTI N  Yes.

PARTI Cl PANT: \What was the answer?

MR MARTIN: Oh, I'msorry. Thank
you all for getting a good answer. Probl ens of
the CA, inability or having problens entering
normal annual rent increases into REMS or TRACS

Let me also nention in terns of our
si x- to eight-nonth wi ndow, we hope to be noving
a nunber of things that are nowin TRACS into
REMS so that any -- the fol ks doing the business
can enter the information directly so that when
t hat happens, and it hasn't happened yet, it
isn't going to happen in the next couple of
weeks, but over the next six nonths to a year.
Whereas now if you're doing a contract renewal,
you can enter the new renewal rent in REMS, the
sane people could do all rent entries in REMS and
not have to rely on the process of calling the

field office, get themto do things, wait for it
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to be done and show up, et cetera.

M5. O SULLIVAN: That was ny
guestion. So, that's the answer. GCkay. In
several nonths?

MR, MARTIN:  Yes.

M5. O SULLI VAN:  Ckay.

MR, MARTIN. |Is the tradeoff, they
have nore questions or get a break? (Laughter)

MS. LEAR. Are there any nore
gquestions?

(No verbal response)

M5. LEAR That's the tradeoff.
Before we take a break though, the next presenter
is going to be Pete and he's going to be tal king
about Section 8 contract renewal policy. He has
prepared, and is prepared, to provide you copies
of the gui debook, however | just need to see a
show of hands of who would actually like to carry
that copy back to their office with them

We did do a mass mailing this week,
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and obviously it's available on the website, but
we are certainly nore than happy to provide you
with a copy and if you do, | will go up and ask
himto bring dowmm as many as we need. And |I'm
not seeing a show of hands.

PARTI Cl PANT:  Yes.

M5. LEAR (One?

PARTI Cl PANT:  Yes.

M5. LEAR  There we go.

PARTI Cl PANT:  Three-hol e punched,
right?

PARTI Cl PANT:  Yes.

M5. LEAR. That, | can't prom se you
but I think so.

PARTI Cl PANT: It is three hole
punched.

PARTI Cl PANT: I'"Ill need four of them

M5. LEAR We will have Pete bring
t hose down.

MR MARTIN. | know I finished ny
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presentation, but | had guilty thoughts. Let ne
give you nmy e-mail address. | say that w thout
the promse that all -- that wwthin ten m nutes
"1l get back and answer all your technical
gquesti ons.

VWhat 1'd like to do, perhaps, is in
i nstances where you've tried the help desk or
different things have been attenpted and you're
still frustrated, let me know so that we can | ook
into what m ght be causing, or what we can do, to
hel p serve you better. |In sone cases, as | said,
it maybe just sinply thanks for keeping ne up to
date, I'lIl -- we're looking into it.

It's not going to be Iike I can give
you, enter -- type, backslash, backsl ash, such
and such and the whole systemw || work. But,
when you get frustrated, and sonmething isn't
wor ki ng, or alternatively, just as you have ideas
of , boy, it would be nuch better if we could get

to do this or that.
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Generally, what I'll do is stockpile
them It's like -- we'll enter into a discussion
about what's needed and what we'll be doing over

the next six nonths or so. So, sonetimes it'll
be a longtinme before you see a result, but just
in terms of sonebody to get in contact with if
you' re upset, or if you have positive suggestions
of things that you'd like us to work on.

It's the normal standard format.
It's the first letter capitalized, Stephen,
S-T-E-P-H E-N, underscored, A-, as in Anthony,
dot, underscored, Martin, MA-R-T-1-N, at HUD
dot, GOV. kay, one nore tinme. Stephen,
S-T-E-P-H E-N, underscored, A-, dot or period,

underscored, Martin, MA-R-T-1-N, at HUD dot GOV.

Thanks.
M5. LEAR.  Thank you, Steve. And
thanks for tenpting like that. | appreciate
t hat .

Before we take a quick break, a
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couple of things that we need. For those people
who cane in and weren't on our list and signed
in, if you could stop by the desk at sone point
today and | et the people know what organization

you're with. Also, we had sone people here on

the list that we did not check off and if | could

just go through a quick role call to see if
you're here or not. Jill D ckerson.

M5. DI CKERSON:  Her e.

M5. LEAR Ckay. Bill Howe. Here.
Daphne Mallory. Linda Newport. Rich Reich.
Fred Rupp. Ed Strause. John Ward. Roxie Minn.

Marybeth -- | apologize if | m spronounce

this -- Carragher. Katherine Papp. M ke
Di Napoli. George Pilla. A Smth. Kate
Brennan, | saw Kate.

I f you want coffee, you can go up to
the cafeteria. Actually, we won't be starting
back until, | think, eleven fifteen according to

the schedule. So you actually have tine, if you
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want to, wal k across L' Fant Plaza. O course, if
you |l eave the building you still have to go

t hrough the same ritual of com ng back in the
front door. There's also a snack bar on the
third floor if you want to take the el evator up.

(Wher eupon, a break was taken from
10:45 a.m to 11:21 a.m)

M5. LEAR. And here she is, so we'll
just let her go ahead and present the piece that
she wants to and then we'll nove onto Pete.

M5. ZINNO appreciate the tine. |
know this was kind of at the |ast m nute, but the
reason why |I'mhere is because you're going to be
getting sone projects already assigned to you
that may have rents that are above market, and as
you know, in Pete's guide they have to cone in
and you have to refer those projects back to the
proj ect manager in HUD

W' ve done sone things working with

the HUD staff, helping you try to determ ne which
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proj ects maybe over-market. W have what is
call ed a new busi ness report that each of the
field offices get -- the HUD field offices get,
that we will also be e-mailing to you which wll
tell you those projects that will be expiring in
the next two to three nonths. It wll tell you
what their rents are now, what we have as a node
whi ch we use to hel p guide you and determ ne
whet her or not these projects should be com ng
into OHVAR or not for restructuring so that you
wi |l have an idea.

The nodel is not perfect. It is the
best thing that we have avail able at the nonent.
The report breaks it up in two categories. The
first category is those projects that have cone
into OHVAR where we' ve al ready nade a conparabl e
rent determnation which will tell you by zip
code what the rent, the market rent, is in that
particular zip code area. It is not a perfect

science as you well know, but it gives you a
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The other part of the report tells
you the projects that have not cone into OHVAR
t hey haven't expired yet, they are about to
expire and you can match themup on the zip codes
to see where they are vis' ®a vis the nodel to
see if they look like they're above market or
per haps at market or bel ow

Again, if they are above market, |
bel i eve you have to fill out -- they're going to
do the contract, right? Then just send it on to
the program manager. There is -- | think it's
Attachment 14 and 15 that has the interim
contracts for lights and poles, | don't if you're
famliar with OHVAR |ights, where we just do a
reduction in the rents and financing then the
debt is able to handle it.

The ot her one would require a total
restructure of the financing and that is called a

full debt restructuring. That usually is twelve
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nmont hs that you would give themon the interim
contract. The interimlights, it is six nonths.

| f you have any questions, there are
two people who are working on this, nyself and on
t he housing side it's John Pentacost. Let ne
gi ve you ny phone nunber because | w il be
e-mailing out the reports to you. It is

708- 0001, plus area code 202, extension 3517.

John Penacost's nunber -- | did have it here --
is -- 1 don't have it. Does anyone have it?
apol ogi ze for that. | thought it was obvious.

PARTI CI PANT: Can they get it by
dialing the thirty-three hundred nunber?

M5. ZINNO You can get it fromthe

HUD | ocator. It's John Pentacost, but in ny
e-mail | wll also add his tel ephone nunber in
t here.

VWhat we do is, | don't know if they

have access, if they an activity in their

systens, but what we ask the field offices to do
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is to update these reports. Once we send them
out to you, you can, on your own, update them
each nonth through the system |[f you can't do
that, then we'll be able -- we'll have to just
send it out to you nonthly and I et you just take
a look at the reports.

| f you have any questions as to what
you need to do, if there are state or | ocal bond
financing in any of these projects that that
still does not prohibit themfromcomng into
OHVAR. W& woul d have to | ook at the financing
docunents. We would have to look at the state
applicable law to see whether or not there are
any restrictions for OHVAR debt restructuring.
If there's not, they are still also eligible for
OHVAR.  Yes.

PARTI Cl PANT: Excuse ne. | didn't
get your nane.

M5. ZINNO It's Alberta,

A-L-B-E-R-T-A, Zinno, Z- as in zebra, |I-NNO
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I"'mw th the OHVAR headquarters office,
multi-famly coordinator. So, if you don't have
any further questions | thank you for the tine.
|"ve interrupted Pete, | didn't mean to do that,
but | thank you very nuch.

M5. LEAR  Thank you, Alberta. Pete
says he has no jokes. |If anybody was on the
satellite broadcast, you've heard Pete's snow
j okes a week and a half ago, but he says he's
out. At any rate --

MR J AGUINTO Well, you all enjoyed
the East Coast's stormof the century yesterday,
right? (Laughter) I1'min the wong |line of
wor k. Good afternoon or good norning, everyone.

Can | see a show of hands of how many
of you did see the satellite broadcast training
that we did on the 22nd? GCkay. Wll, then sone
of this is going to be repetitive. It's probably
good that you're hearing it a second tine for

just the osnosis effect that you'll get if you

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

132

keep hearing it often enough it mght actually
sink in.

Have any of you, before issuance of
the Section 8, user guide saying previous HUD
notices that we issued on contract renewal s? For
exanpl e, on page ninety-nine thirty-six, could I
see a show of hands? Okay. So, you're all -- is
anyone in the roomnot famliar at all with how
we renew contracts under MAHRA since the statute
was passed in 1997? Have absolutely no clue
about the new renewal policy? Onh, this is great.

Okay. Well, it's been nice seeing you all.

VWhat | think would be best for ne to
do, right up front, would be just to |l et you know
in some of the things that we've done to make it
easier for HUD staff and contract adm nistrators
to keep up with the guide and what we're doing
with the guide. As Shawn nentioned in the
di stance | earning broadcast, the whol e purpose

behi nd the guide was to have a |iving docunent.
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Sonet hi ng that can be changed as policies change.

M. Apgar signed the guide on the
ni neteenth of January and since that tinme, we've
found through folks |ike Carol Varucci (ph) in
the Hawaii office and nunmerous others, noticing
errors, mstakes that were not caught when the
gui de was published. So, what we've done is, we
have a web page that's noted on the | ast page of
Chapter 16 of the user guide where we provide the
different addresses for the frequently asked
guestions site that you can go to.

It's got a nulti-famly hone page web
site. Wiat we've done on that nulti-famly hone
page now is we've created a separate link to a
page that just relates to the Section 8 user
guide and | think that all of you will find that
very, very useful

l'"d like to give you the address to
that right now while I"'mthinking of it. What

we've got is at HTTP sem col on slash sl ash WWW
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dot HUD dot GOV slash FHA sl ash MFH, for

mul ti-famly housing, slash EXP slash GUI DE
GUI-DE slash S, as in Sam eight, the nunber,
QU DE, all one word, dot HTM.. Wat did we ever
do wi thout the Internet?

What you do is, if you go to the site
it will take you to the Section 8 Renewal Policy
Gui debook. On that hone page what we've got is a
description of any changes that have cone up
since issuance of the guide. W've got the
frequently asked questions that relate to the
guide in the Section 8 renewal s.

At the bottom of the page, we've got
all of the actual attached chapters or appendices
t hat have changed. |If you go to that docunent
that you' re looking for -- for exanple, the first
itemthat's listed on the change page is
Attachnent 3. W had to make a coupl e of changes
to Attachnment 3. So what we did is, we posted it

to the web. W dated it at the bottomwi th the

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

revised date. If you go to this page and you
click on that chapter, you'll pull it up, you'l
be able to print it and just insert it into your
copy of the guide, and you'll have the nost
current gui dance that we've got out there. That
was a nmaj or request that we had from fol ks and
we' ve done that to help you out.

What we' ve al so got avail abl e, but
it'"s on the HUD intranet -- but do the contract
adm ni strators have access to the HUD intranet,
does anybody know?

CHORUS: No.

MR. G AGUINTO. They don't. Ckay.
Then, never mnd. \Wat we' ve got on there,
actually is -- and what we've been requested to
have on there, were the Wrd files of the
contracts that are Attachnents 11 through 17. A
| ot of folks were saying they'd like to have
t hose contracts as Word files.

We can do that. However, legally we
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cannot put anything out that's available to the
general public in a format that can changed by
t he general public. So, the problemwth us
putting the contracts in a Wrd format on the

I nternet woul d be that anyone could go to that
site and pull it up as a Wrd file and nmake
changes to the contract | anguage.

So, if you don't have access to the
intranet, then unfortunately this little revision
that we've done isn't really going to help you
But, the project managers in the field offices
should be able to find a way to get to you the
revised contracts as they're issued. Sorry.

That didn't go over as well as |I'd hoped it was
goi ng to.

We currently have also listed on the
web page all of the chapters that have changed to
date. Do you all have copies of the user guide?

Show of hands.

PARTI CI PANT: Does anyone el se need
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t henf

MR. G AGUINTO |If anyone el se needs
them Art can provide themto you. There are
388- page bundles of joy that will fit nicely in a
bi nder that you can just change as needed. Right
now we do have several changes that are on there
t hat when you do have access to the website you
should go to it imrediately and pull down the
changes.

Ckay. Wiat | would like to dois, to
kind of like find out fromyou what you prefer nme
to do. Wuld you like ne to give you just the
basi ¢ changes that have conme about as a result of
t he user guide and how they related to what we
had previously issued in 99-36, or do you want ne

to wal k you through the guide? Gven ny tine

constraints it would be a -- Just the mgjor
changes? ay. That's fine. | don't m nd doing
t hat .

kay. The first major change for
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this year under the guide as opposed to previous
gui dance is that we have cone up with a new term
called multi-year rent adjustnments. These
multi-year rent adjustnents are covered Chapter
Two of the guide. Primarily what that is, is
when we first came up with the guide to 98- 34,
99-36, we had initial renewals and we had
subsequent renewal s, but we didn't have any way
to identify the anniversary dates of a nulti-year
contract.

So -- for exanple, if you have an
owner that enters into a five-year contract, that
five-year renewal, the first renewal under MAHRA
is the initial renewal. It doesn't have a
subsequent renewal until the expiration of that
five-year period. W didn't have anything to
call, or anyway to delineate in REMS, or anypl ace
el se for that matter, what happened at the odd
years two, three and four of that contract.

So, what we've done is we've cone up
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with the termrent adjustnent -- rent adjustnents
for a multi-year contract. At that rent
adj ust nent period, what the owner can get is OCAF
rent adjustnment or a budget based rent
adjustnment. It depends on the options they
renewed under and what the owner is requesting
for a rent adjustnent. The guide is fairly
specific under each of the options as to what the
owner has to submt to request the rent
adj ust nent .

| will say to you that what we've
done is in Attachnent 3, which is conprised of
four different sub-attachnments, we have
conpletely nodified the owner -- what was
attachnment four, and we now have as the owner
request for contract renewal, we've got the OCAF
wor ksheet that's been broken out separately, and
we' ve got instructions that have been broken out
for both the renewal sheet and the OCAF

wor ksheet .
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At initial and subsequent renewal s,
regardl ess of term the owner has to submt the
owner renewal request form and the OCAF
wor ksheet, and a budget if the particular option
requires it. For these multi-year contracts,
when the owner is comng in for the request for a
rent adjustnment in years two through whatever the
termof the contract is, the only thing the owner
has to submt, and they do have to submt it, is
t he OCAF wor ksheet. Ckay? O their budget based
rent adjustnment request. The OCAF wor ksheet has
to be submtted. They do not have to submt the
owner request renewal sheet again, until the
project has its subsequent renewal.

The other item| want to nove onto
now is covered in Chapter 3, which is the mark-up
to market option, which is option one of the
guide. Under the mark-up to market option, what
we've done is in 99-36 there was only one way to

renew under option one, and if a project failed

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

to meet the eligibility criteria, they could cone
in for a waiver of the criteria in mark-up to
mar ket if the project net one of three criteria.
That was, it had to serve the --
primarily elderly, it had to be in a | ow vacancy
area, and there had to be a denonstration of
community and | ocal support for the project.
What we' ve done in the user guide is we' ve broken
option one into two options. There's an Option
1A, which is the statutory mark-up to market,
whi ch was the same mark-up to narket that was
covered in 99-36 and previous guidance. Wat is
newis Option 1B, that is the discretionary
mar k-up to market.
Now, the discretionary mark-up to
mar ket is the sane thing that we had in place for
the wai ver request. |In other words, the project
has to neet the sane -- one of the sane three
criteria that they had to neet to get the waiver,

but it's very inportant -- it's a very inportant
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point that I want to make to you. A waiver isS no
| onger required. So, if you have an owner that
is not eligible under 1A, that owner can apply
under 1B, provided it neets one of the three
criteria, and that request does not have to cone
to headquarters. There is no waiver that's
required in that case. That's a mmjor change
that I want to point out to you.

Al so under option 1, previously the
requirenent for eligibility was that the project
had to have rents that were at or above a hundred
a ten percent of FMR to be eligible. What the
departnent has done is, we've notified Congress
that we believe that that threshold needed to be
| owered and we have lowered it to a hundred
percent of FMR  So, that's a big change al so
covered in Chapter One of the guide.

The tenant notification issue, which
tends to change as frequently as the weather in

Washi ngton, is back to one-year notification to
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the tenants. HUD, and |I'mnot quite sure how
this works out with the contract adm nistrators,
because | know it's part of your -- what is the
word |I'mlooking for here -- responsibilities
under the contract that HUD in the past

provided -- we provided in the guide a sanple
letter to HUD and the contract admnistrators to
rem nd the owners that they needed to send out
the notification letter to the tenants.

Oten tines, not oftentines, but
primarily this rem nder letter was sent fifteen
nont hs before the contract was going to expire.
W elimnated that sanple letter in the user
guide. So, we no longer provide our field
offices or the contract admnistrators with that
rem nder letter to the owners. However, the
owners are still required to send that
notification letter, one-year notification
letter, to the tenants. So, while we no | onger

have it as a sanple letter, the requirenent
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remains in place that the owners do have to send
that notification letter to the tenants and that
it would be best if they are rem nded that they
have to do so.

Anot her maj or change this year is
that the tenants also are entitled, when an owner
chooses to opt out, to remain in the project with
enhanced vouchers. W've gotten a |lot of --
what's the word I'"mlooking for -- we've gotten a
| ot of conflicting opinions as to whether or not
HUD is legally able to enforce that requirenent,
and our position to this point is that HUD has
the legal authority to tell owners that they have
to accept enhanced vouchers so long as the
tenants are eligible. However, enforcenent of
that requirenent is left to the tenants.

So, if you have a tenant that's got
an owner who refuses to accept their enhanced
voucher, it's going to be up to the tenant to

take the | egal action against that owner. HUD
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will not be a party -- wll not take the lead in
a lawsuit. So, it's one of those requirenments
t hat says you have to do it, but there's very
little teeth behind it. So, that's an issue that
you' re probably going to hear fromboth from your
t enant organi zations and from owners. Any
gquestions so far on that? Yes.

M5. PAYTON: Carol Payton from
(i ndi scerni bl e) Housi ng.

MR G AGUINTO Hi, Carol

M5. PAYTON: W have an owner that's
opting out that has three bedroom houses and
they're wanting to sell those houses to
i ndependent owners. So, what you're saying is if
they do that, and a Section 8 famly is living
there, that new owner of this house would need to
know that there is a Section 8 contract stating
that it's attached to that, or there is sone

responsibilities to this tenant famly?
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MR. G AGUINTO They're single famly
homes?

M5. PAYTON:  Yes.

MR, Gd AGUI NTO  Yes.

PARTI Cl PANT: (1 naudi ble) -- new
construction that were like single famly hones,
if that's what she's tal king about.

M5. PAYTON:  Yes.

(Si mul t aneous di scussi on)

MR. G AGUINTO | know our policy
applies to nulti-famly units that consist of
five units or nore. |I'mnot sure if that would
fall into that category, but --

PARTI Cl PANT: It's treated as
mul ti-famly.

MR G AGUNTO It's treated as
multi-famly. So, in that case, if the owner is
choosing to opt out of the project based Section
8 contract. If the housing is going to remain

Section 8, tenant based assi stance, then those
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tenants that were living in the housing before
the owner decided to opt out are entitled to stay
there with their voucher.

M5. PAYTON: But the new owner
doesn't this to be a rental home. They want to
l[ive in them |Is there sone --

PARTI CI PANT: (I ndi scerni ble) they
want to sell it to them

(Si mul t aneous di scussi on)

MR. G AGUINTO They want to just
sell the property and not have any Section 8 in
it at all? | wuld say it's the -- yeah. |
woul d say he's opting out and that if the housing
is no longer going to be provided as affordable
housi ng, then the tenant would be able to take
their voucher and go el sewhere.

M5. PAYTON: (I ndiscernible) --
these famlies would not be allowed to stay there

if they're not paying with their vouchers?
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MR. G AGUINTO | honestly think we
woul d have a problem Quite frankly, |I'm not
versed well enough on the tenant issues to be
able to sit here and tell you that absolutely

those tenants are going to be able to stay,

because as a home owner, | can certainly see the
argunent that, okay, | don't want to accept
voucher holders, | want to charge, and rent to
who | want.

On the other hand, the -- right. But
on the other hand, the new owner should be nmade
aware of what the circunstances are, is
surrounding the project and that HUD | aw -- HUD
law -- that the HUD policy is that the tenants
that were previously living in that assisted
Section 8 Housing are entitled to remain there
wi th a voucher

| f the new owner is going to be

renting out that single famly house anyway,
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they're going to be getting the market rents.
So, | would -- the nore | think about it, the
nmore | would say that the tenants currently
residing in the houses would be allowed to stay
there. They could certainly take the owner, even
the new owner, to Court to fight them |'m not
sayi ng how that would conme out, but | think the
way current policy is witten, that's -- any
ot her questions?

MR. HERNANDEZ: | have a question on
1B.

MR. G AGUINTO  Your nane, please.

MR. HERNANDEZ: |'m I siah Hernandez
(i ndi scernible).

MR G AGUINTO Hi.

MR. HERNANDEZ: On 1B, as |
understand it, requires that if it goes up to the
HUD field office and there's a conparabl e

anal ysis done at that level, than it would go
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(i ndi scerni ble) headquarters. But, | thought I
heard you just say sonething differently.

MR. G AGUINTO No. Under 1B, |et
me just pull it up to nake certain. Under 1B of
the guide, if the project neets one of the three
criteria under 1B, which is the vacancy rate,
whi ch has to be under three percent. | want to
clarify that because on the distance |earning
training the question canme up as does that nean
three percent qualifies, and the answer is no.

It has to be under three percent to be considered
a very | ow vacancy ar ea.

It has to have fifty percent or nore
of the population as elderly or it has to have
the community support. The subm ssion of a
di scretionary mark-up to market to Wllie
Spearman after the request to review to determ ne
whet her the criteria has been net. The request

submtted to HQ nust be acconpani ed by supporting
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docunentati on and a recommendation fromthe HUD
di rector program center manager, stating why the
request shoul d be approved.

It's still -- we still get notified
in headquarters that this is being done, but a
wai ver is not necessary. Under previous
gui dance, the subm ssion had to cone to M.
Spearman with a waiver being requested and then
we had to respond. WlIllie's office had to
respond with a nmeno fromthe assistant secretary
granting a waiver. The waiver is no |onger
required, but M. Spearman still does have to be
notified that we are getting in a discretionary
mar k- up to market.

MR. HERNANDEZ: A coupl e of issues
about a potential problem especially in
(1 ndi scerni ble) housing market, | think that's
really, right now, you need sone of the Texas

areas at best, that process could sonetines take
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a while and when you' ve got an owner | ooking at
sone rents that he's way bel ow market on, they're
going to opt out quickly. So, I'd kind of like
to encourage or voice a little bit of opinion
there that we m ght --

MR. G AGUINTO  Just put it all in
t he hands of the HUD director.

MR. HERNANDEZ: Yeah. Because it's
taking quite a bit of tinme and we're | osing sone
pretty substantial inventory. Owners just
throwing their hands up in the air and novi ng on.

So, at least just voicing that concern isn't
enough.

MR. G AGUINTO It nmakes sense, and
| know this is in here for a reason. | think the
reason behind it was just to make sure that
headquarters knew what was happeni ng and bei ng
able to nonitor and track the nunber of contracts

that were having that are renewi ng under 1B. But
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del ays.
So, I'lIl note that and --
MR. HERNANDEZ: And al ong t hose
lines, | think 1Bis a great initiative. | think

that taking the word waiver out of it nakes it
really | ooked upon nore as a process that you
coul d be | ooked at evenly rather than an
excepti on.
MR. G AGUINTO Yes. And we were
having a ot of problenms with the waiver request.
W were getting a |ot of requests in that
weren't follow ng procedures. In other words,
here this project wants a waiver with no
docunentation to support it, giving us no
i nformati on, which further del ayed the process.
PARTI Cl PANT: Coul d you repeat the
gquestion? Thank you.

MR QAGQUNTO OCh, I'msorry. | was
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supposed to do that, wasn't I. Can we repeat the
guestions? Yes, we can. Any other questions?
Yes.
MR. STRONG Eric Strong

(i ndiscernible). Can we go back to the tenant
enhanced vouchers, because there's a | ot of
confusion out there about the enhanced vouchers.

If | understood you correctly, sonebody who's
opting out, a tenant has the right to stay in
that property with an enhanced voucher, but HUD
is not going to take any enforcenent action if
t he owner doesn't want to do that.

MR. G AGUINTO Correct. Now, did
everybody hear that question? The question was
on enhanced vouchers and whether or not HUD is
going to enforce when owners refuse to accept.

MR. STRONG Typically, would that
be the basis for a fair housing conplaint? No?

| nean, | don't know? |'mjust asking. W
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question would be, if that would be the answer
since HUD is not going to take any enforcenent
action, we need to tell these tenants don't waste
your time in filing a fair housing conplaint.

VWhat |'mtrying to get to --
practically, what are we to tell tenants and
owners about this situation? Because we've got
peopl e opting out all the tine.

MR. G AGUINTO | know. And trust
me, Eileen Hearty was ny office mate, who I m ss
in nore ways than one, who took care of all of
the tenant notification issues and the tenant
resident issues period, struggled with this with
our attorneys and the issue made it all the way
up to the departnent's general counsel. | nean,
t he highest person in the building in terns of
who makes | egal decisions around here, gave us
this I anguage. W all |ooked at it and said,

what the hell does that nean. Ckay?
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Unfortunately, the answer is what the
answer is. W wanted to be able to put HUD on
record as saying that tenants nust accept the
enhanced vouchers. That is our policy. The
statute specifically says on the tenant
notification issue that the secretary my
determine -- the tenants are required to get
one-year notification, and other requirenments as
determ ned by the secretary.

W interpreted the statenent, and
other requirenents as determ ned by the
secretary, as neaning that the secretary can
determ ne that owners nust accept enhanced
vouchers. That's where we put our eggs, in that
basket. W're certainly going to be challenged
on it. But, the general counsel for the
departnment said that we basically can't enforce
it. It's going to be up to the tenants to

enforce the requirenent that the owner accept the
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enhanced voucher. Now, does that nean an FHEO
conplaint? | don't know | don't know enough
about FHEO. | really don't.
(Si mul t aneous di scussi on)
PARTI Cl PANT: | f they've opted out,
there's no legal basis to nmake them keep it.
(Si mul t aneous di scussi on)
M5. MEYERS: There's a |ot of
different things that we --
MR. 3 AGUINTO Your nane, please.
Nanme, please.
M5. MEYERS: What?
MR. 3 AGUINTO Your nane, please?
" m sorry.
MS. MEYERS: Margaret Meyers, OHS
(ph). Part of that relates to whether or not
under your state laws as well, you can validly
term nate your |ease at that tinme. Sone states

al so have in their fair housing requirenents,

VI TAL SI GNS

(301) 254- 2542

157



10

11

12

13

14

15

16

17

18

19

they will not let owners discrimnate or take
action on the basis of incone of the tenant,
whi ch m ght cone into play. Gkay?

The other thing is that if you are
concerned about this having the owners in, again,
| don't know what kind of resources you have in
your area, but in Mchigan we have an awful | ot
of legal aid offices. W can try to educate
people in those offices as far as what's goi ng
on.

One of the big things you see when
you go into landlord tenant court is that judges
don't know that nuch about the Section 8 program
and don't know that much about the federal
regul ations. To the extent that you can educate

the other |egal services in your state about what

t hese things and the existence of these rules and

show them that they can get the judge to | ook at

this and help the judge understand that this
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maybe overrides the state -- what this landlord

i s doing under normal state |law, you can help the

tenant to that.
MR G AGUNTG | don't have to
repeat that, do I?

M5. PAYTON: | think you're right
about state | aw having (indiscernible), but the
j udge woul d have to be | ooking at state | aw and
not federal, because the federal |aw doesn't
protect the (indiscernible).

M5. MEYERS: That's not necessarily
so. | mean, there are certain -- and the other
thing is, is | don't know what kind of |eases

peopl e are using, but if you put -- | nean, in

our state, first of all the program says you have

to use a certain | ease that has certain rights of

tenants and it has certain | anguage in that

lease. Once it's in the lease, it's enforceabl e

in court. GCkay? So, in our state we can approve
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certain sections or certain nodifications, but
again, as long as the | anguage exists in the
| ease, which is again, to make sure that this is
happeni ng, than the tenant can rely on it and the
judge can enforce it.

M5. PAYTON. | agree about the |ease.

MR. G AGUINTO Ckay. Let's not turn
this into a debate. The problemis, as | stated,
we don't really have any enforcenent nmechani sns
available to us, and as witten in the user
guide, we're telling owners that as long as the
housing's going to remain as affordable and
rental housing, that they are required to accept
t he enhanced voucher. That -- whether or not
that can be enforced is obviously sonething that
you all have to deal with a lot nore intimately
than we do sitting here witing the policy. |
apol ogi ze for that, but --

MR. HERNANDEZ: (I ndi scernible).
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| si ah Hernandez. The enhanced vouchers actually
encourages owners to opt out because it's going
to get added rent from-- so, it kind of --

MR. G AGUINTO But, only fromthat
tenant as long as that tenant remains. As soon
as that tenant |leaves, it reverts to a regul ar
voucher, a standard choi ce voucher.

MR. HERNANDEZ: Right, but nost
owners woul d opt out and accept the fair market
val ue, but it encourages themto opt out even
nore so because they can get above market even if
t hey --

MR. G AGUINTO No, the rentals --
no, no. Because we also stated in the guide that
the rents have to be determ ned reasonable by the
PHA. | nean, that owner's not going to be able
to get two thousand dollars a nonth on a thousand
dol l ar a nonth apartnment unless the PHA

determ nes that two thousand dollars a nonth is a
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reasonabl e rent.

MR. HERNANDEZ: Right. But it adds
a percentage above that to that, to that
reasonabl e anmount.

MR G AGUINTO O the paynent
standard? That just has to be reasonable. |
mean, | wasn't -- |I'mnot aware of any percentage
that's out or above that rent.

MR. HERNANDEZ: | understand
(1 ndi scerni bl e) because what is the term nol ogy
bei ng used there? | understand it to add a
per cent age above what the |local PHA --

MR G AGUINTG  No.

MR. HERNANDEZ: Ckay.

MR. G AGUINTO Wthout getting into
a di scussion on what a regul ar voucher and an
enhanced voucher is, it basically allows the
tenant that hol ds an enhanced voucher to reside

in the unit that has a higher rent than would
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normal ly be permtted and still only have to pay
thirty percent. |Is that correct?

PARTI Cl PANT: (I ndi scerni bl e)

MR. G AGUINTO Al right. Moving
along, | just also wanted to point out the fact
that the contracts in the guide, which are
Attachnments 11 through 17, wth the exception of
those interimlight and the interimfull OHVAR
contracts, can have terns now that go up to as
long as twenty years. You'll notice that the
contracts thensel ves do not have a contract term
specifically that says 20-year contract, 15-year
contract. But, the basic renewal contract, which
is Attachnment 11, which is going to be the bulk
of the contracts that you all are probably
dealing with, is going to be used for any term
contract. So, if you have an owner that wants to
do a five-year, that basic renewal will be in the
contract. So, you're not going to find the

five-, ten- or fifteen-year contract that you're
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The mark-up to market contract, which
is attachnent twelve, does require a m ni mum of
five-year contract term The other contracts, as
| mentioned, are OHVAR contracts. They are used
for an interimlight and interimfull.

A full mark to market and a new
contract this year, which is the potentially
trouble contract. That potentially trouble
contract is going to be used for owners where
OHVAR makes a determ nation that the rent has to
be reduced or the debt has to be restructured,
and the owner says, no, | don't want to do it.
The question canme up, well, how s that contract
going to be renewed? What are we going to do
with that contract? Wll, we're going to renew
it using the potentially troubled contract, which
is Attachnent 17. 1It's going to be renewed for
one-year and then it's going to be placed on a

watch list. GCkay? At the end of that year,
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dependi ng on what kind of condition or shape the
project or the contract -- or the project is in,
that will determ ne how that project gets
subsequent |y renewed.

There is an attachnment that | want to
go over in the guide, specifically which is
Attachnent 10, which will help you a great deal
in determ ning which contract needs to be used at
what tinme. It specifically spells out, for
exanpl e, when the basic renewal contract is used
and what attachnment it is at the guide. That's a
very hel pful attachment.

Attachnment 3 -- |'mjunping around
just a bit -- but Attachnent 3 is probably nost
i nportant attachnent and probably the nost
i nportant part of this guide, because it's the
guts of the renewal process. As we've done in
t he user guide, Attachnment 3Al provides the
instructions that you'll need for filling out the

contract renewal request form It takes you
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t hrough option-by-option the worksheets and how
to fill out the worksheets and what it is you're
supposed to be looking for in the owner's
subm ssi on
Attachnment 3A2 is the actual contract
renewal request formitself. This is the form
t hat the owner needs to submt a hundred and
twenty days before the contract expires. It's
where he | ays out what option he's electing and
whether it's a subsequent or an initial renewal,
and then it has the actual worksheet that the
owner fills out to determne the rent |evels and
the certifications. |It's very inportant that the
certifications are signed when these option
el ections cone into you. |If they're not, they
have to be returned to the owner and told that
they have to sign the certification and resubmt.
Attachment 3B is the OCAF rent
adj ust rent wor ksheet. That's the worksheet that

| mentioned earlier that needs to be subntted at
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initial, at subsequent and at rent adjustnent.
This is the only formthat has to conme to you for
every action on a rent adjustment. Attachnent
3B1, are step-by-step instructions on howto fill
out that OCAF wor ksheet.

Primarily, that's it. That's the
hi ghlights. Do we have any questions at this
poi nt on just about anything that you'd care to
di scuss? GCkay. | saw that hand go up first.
Don't forget, when you stand up and ask your
guestion, say your nanme and speak |oudly.

M5. BOKEL: Dorli Bokel, New York
(i ndiscernible). There was a | ease addendum for
tenants that was in 99-36 and | didn't see any
gui de book in here (inaudible)?

MR. Q AGUINTO Qur attorneys told
us that we didn't need that |ease addendum
anynore, and it was elimnated. Apparently,
everything that's supposed to be covered in the
HAP contract -- but, | understand what you're
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saying. Right, | know what you're saying. The
tenant doesn't sign the HAP contract. The tenant
gets a | ease addendum | don't know what to tel
you at this point other than we don't have the

| ease addendum avai | abl e.

MS5. BOKEL: (I naudi bl e)

MR. G AGUINTO | can't nake that
suggestion to you because I'mnot -- | nean, it
woul d make sense if it's sonmething that we really
have to have.

M5. BOKEL: Well, there are only
three ways to termnate the current (i naudible)
| eases, one is non-conpliance, other is due
cause, (inaudible) -- that's the only way that
the owner can currently not (inaudible) tax
comm tnment on the cost. \Wat that | ease addendum
is (inaudible) when this contract expires
there -- the | ease becones null and void. That

allows themthen to opt out or whatever
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(i naudi bl e).

MR. G AGUINTO Let nme | ook back into
that and find out, because this isn't the first
time that the issue has cone up with a | ease
addendum and ny standard response is the response
that was given to ne and that is that we don't
need it. Let nme look into it, but if what you' re
saying proves to be the case, then | don't see
any reason why we wouldn't use the sane thing
that was in 99-36, but | will get sonmething out
on the frequently asked questions and have it
posted to the hone page when we get a resolution
to it.

| saw anot her hand right here.

M5. SANCHEZ: Pilar Sanchez,
(i naudi bl e).

MR G AGUINTO Yes. |'msorry.
Can | explain the reasons behind getting rid of

speci al adjustnents. Special adjustnents were
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specifically related to rent renewal s or rent
adjustnents that utilize the annual adjustnent
factor method, AAF. There are no special rent
adjustnments with a MAHRA renewal. The statute is
specific in that it allows for rent adjustnent at
contract renewal only. W do not have, at this
poi nt, established policy on when we will permt
rent adjustnments during the termof the five,
twenty-four contract.

If in the case of the energy problem
that we're having right now, for exanple, many
projects are experiencing increased utility
costs, that their current budgets either didn't
prepare them for or that an OCAF rent adj ustnment
that they received was insufficient to address.
We are working on a policy to address that
particul ar issue, the energy crisis, quote,
unquot e, issue.

In terns of rent adjustments during
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the termof a five twenty-four contract that's
not related to an energy issue, Chapter 16 of the
gui de does tal k about other rent increases, but
we don't really have many opportunities where
we're allowing folks to cone in for adjustnents
during the termof the contract.

Let me just flip through it one quick
second and nmeke sure it's still there before |
refer you to it. (Pause) Tal k quietly anbngst
your sel ves, but make sure you give your nane SO
he can --

Budget phase, rent increase requests,
rent increase requests for the two thirty-sixes
and other rent adjustnents. Normally, all rent
adj ust ment requests should remain on an annual
basis, a hundred twenty days. On a case-by-case
basis the field office will permt a rent
adj ustmrent nore than annually due to unusual

ci rcunstances. HUD Handbook 4350. 1, supposedly
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defines what those unusual circunstances woul d
be. Don't ask nme to tell you what they are,
because | don't know.

| would venture to guess it's
sonething |ike increased taxes and iInsurance
because of a fire. | would also assune that it's
basically the sane things that were covered by
the special rent adjustnents for AAF that we
don't have for MAHRA, but don't hold ny feet to
the fire on that one.

kay. Additional -- I"'msorry?

PARTI Cl PANT: (1 naudi bl e)

MR QAGQUINTO It's a special
adjustnent that's not called a speci al
adj ustnent. The ot her problem we have now t hough
is our contracts, the five twenty-four contract
has very specific language in it that says no
other rent adjustnents will be permtted during

the termof the five twenty-four contract. So,
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it gets rather touchy. Yes, sir?
MR. KANI'S: You've indicated that --
MR. G AGUINTG  Your nane, sir?
MR. KANI'S: Les Kanis. You had
i ndi cated that on one of the broadcasts that you
have corrected the exanple three point seven?
MR. G AGUNTG Yes. That's been
done.

MR. KANI'S: That's been done?

MR G AGQUNTO Yes. |If you goto
that web page that | referred you to earlier, the
mul ti-famly home page, the new Chapter 3 that's
there has the new | anguage.

What | did was, it was just way too
much trouble to try to change one page, because
everything's front and back, and if you make j ust
one change to just one -- even if it's one |ine,
it throws the whole darn thing off. So, what |

do is, when I'mrevising sonething in a Chapter,
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" m posting the whole chapter and revising the
whol e thing. And I'mnoting on the change page
where specifically that Chapter has been changed.
M5. SANCHEZ: Is it in color?
MR G AGQUNTIG Is it in color?
Who are you? No wonder she didn't give her nane.

M5. SANCHEZ: That was very hel pfu
when the user guide changed (indiscernible) to
color. It was very hel pful

PARTI Cl PANT: No, we red lined it.

MR. G AGUINTO. Oh, oh. Actually,
they canme out in color. That was a m stake,
because when we do our revisions at headquarters
before the docunent actually gets published,
goi ng between U ysses and nyself or us and Shawn,
we'll wite it out one way and then it'll get to
Shawn, Shawn Donovan who is the DAS, and he'l
say, well, | don't like the word approving here,

|'d rather it be so-and-so. So, he will scratch
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through it and he wll wite his new word. Wen
we get the docunent back, it highlights the
changes that Shawn nekes.

So basically, what you saw was
sonet hing that should not have been posted. So,
no. It's not going to be in color.

M5. LEAR We -- for our guide books,
you -- Pilar's referencing our gui debook.

MR G AGQUINTO OCh, I'msorry. |
don't read that stuff.

M5. LEAR We do, when we nmake
changes we redline themso they know what --

MR. G AGUINTO.  Ch, okay.

M5. LEAR SO --

MR G AGUNTG | know how to do it.
The answer's still no. Yes.

M5. DU |'m Lucie Du.

MR. G AGUINTO Hi.

M5. DU On 1B, does it mean now,
I"'mstill trying to kind of (inaudible) in the
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gui debook. Do we still need, | know we don't
need a wai ver request to process, but do we still
need approval of the field offices?

MR. 3 AGUINTO Under 1B, the way
it's witten, and U ysses Bridges, who is ny
division director and who hel ped ne a great deal
with this particular chapter, | see her in the
room and she doesn't have to stand up and help ne
on this if she doesn't want to -- The gui dance as
it's witten says, we submt the discretionary
mar k- up request to WIllie Spearman. So, even

though it's not a waiver, the discretionary

request still has to come to Wllie. Are we
going to approve it? Do we still have to approve
it or not?

M5. BRI DGES: (I naudible).
MR. 3 AGUINTO U ysses Bridges,
everyone, the division director for policy.

M5. BRIDGES: Wll, actually, one of
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things the guide (indiscernible) it could
actually be rejected based on HUD apprai sers

t hought were -- 1'd have sonme concern about that
because the state certified appraiser is comng
and certifying to that affect --

MR. G AGUINTO  But under Option 1,
what woul d has to happen is the owner has to be
eligible for the option, and to determne -- to
determine initial eligibility, the owner submts
a rent conparability study. That doesn't
necessarily nmean it's the full-fl edged rent
conparability study that's outlined in Chapter 9.

A conparability study that shows that they think
that they're initially eligible. Wat that does
is that gets themin the door. At that point, HUD
would do it's conparability study wwth the third
party appraiser. But, before we even get to
that, if the contract isn't -- if the project

isn't eligible under 1A, it would have to cone in
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for the discretionary 1B. Okay?

If it neets one of the three criteria
under the Option 1B, that discretionary request
has to cone to Wllie. At that sane tine that
request cones in, there's nothing that says the
field office shouldn't go ahead or the contract
adm ni strator shouldn't go ahead and order the
third party RCS. And that, in fact, | think, has
been our guidance on that. So, these things can
happen si mul t aneously.

Because, | nean, if you are sending a
request to headquarters that clearly showed that
this project lives in a vacancy area of 2.5
percent, you know it neets the criteria and it's
going to be approved.

W' ve added that |ayer of having it
cone to headquarters, as | said earlier, so we
can track and nmake sure, because theoretically,

t he Congress asked us -- we're supposed to be
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tracki ng the nunber of dollars we're spending on
these mark-up to narket renewals. So, we have to
have sone kind of a reporting nmechani smt hat
allows us to tell the Congress how many of these
contracts we have doing this.

So, that's a drawn out answer to your
guestion, but it doesn't necessarily add anot her
| ayer to the review before anything can happen.

MR. HERNANDEZ: | don't read it, but
| think that there is sone | anguage on here,
don't know which page it is, said that if the PM
did not (indiscernible) at this level, then it's
got to be this.

MR G AGUNTO Ch, yeah. That's
when there's differences in the rent
conparability study. That's after the
determ nation's been nade that it's eligible.
That doesn't have anything to do with the 1B

eligibility.
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What that, you're tal king about,
which is on page seven of the chapter, talks
about differences in conparability studies. |If
the owner study conmes in at X and the HUD third
party appraisal is Y, then you -- this is the
procedure that you do.

MR. HERNANDEZ: \What |'m speaking to
is the (inaudible) where they' re way bel ow t hat
| evel to begin with. That can still cause us to
deny (inaudible) --

MR G AGUNTO It wn't go to be
denied. It wll establish the rent |evel.

Ei ther the hundred and five percent, and | never
did nmenorize all of these different things.

PARTI Cl PANT: (1 naudi bl e) request to
headquarters with the intention to establish
eligibility. Everything else is done at the
field office level, all the contract

adm ni stration | evel.
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MR. G AGUINTO. Ckay. Thank you.
O her questions? No other questions? Yes.

M5. DU On the --

MR. G AGUINTO.  Lucy Liu.

M5. DU Du.

(Laughter)

MR G AGQUNTO Du. I'msorry. Lucy
Liu, wasn't that the woman that's Ally MBeal ?

M5. DU | forgot ny question in all
this.

MR. G AGUINTO  Ckay. Next question.

M5. DU |I'mthinking that
(indiscernible) is really nore geared to over 65
percent elderly. But, the situations we're in
it's caused by the market being (indiscernible)
is the guidance market survey, or is the guidance
i ke the OHVAR public (indiscernible)?

MR. 3 AGUINTO W have accepted
all kinds of docunentation. As |long as the owner
subm ts sonething that shows the market area and
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the vacancy rate for the area where the project
is located, we'll accept that. W don't
specifically say it has to be the OHVAR study or
t he CRS.
Yes.
M5. SANCHEZ: Pilar Sanchez. \What
is the (indiscernible) --
MR. 3 AGUINTO  Suspended or
di sbarred? 1'Il be honest, that's in here
somewhere. The website is in here, and it's
probably under Chapter 13 or 14. | know we used
to provide it in the old, in 99-36, Chapter of
(i ndiscernible) condition of the property -- | do
know we al so cover it in the guide. | know we
did give that address in the guide somewhere.
Chapter Four? |Is that where it is,
in Chapter 47
PARTI CI PANT: I n Chapter Four or

Fi ve.
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MR. 3 AGUINTO Good. Sonebody is
actually reading the guide. (Pause) Yep. There
it is, ww.arnet.gov/epls/.

M5. ZEMTIS: Could you repeat that,
it didn't get to these people in back.

MR G AGQUINTO OCh, I"'msorry. I'm
sorry. The section in the guide to find the
address is Section 4-5. |It's on page four of the
guide. | can repeat the address, let ne do that,
www. ar net . gov/ epl s/ .

Yes.

M5. DU. (Indiscernible) one point
about that is, when we turn in the EPLS
sonetinmes, we've got |ike sone comon nanes and
(1 ndi scernible).

MR. G AGUINTO That's probably w se.

M5. DU. Do you think this m ght be
t he person or --?

MR. G AGUINTO That's a probably a
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good idea. Wirk with the field office on that,
because, the information may not be all there.
Any ot her questions? OCkay. Well,
it's 12:15 and | guess you guys are hungry.
Thank you and enjoy the rest of your day.
M5. LEAR  Thank you, Pete. Before
we break for lunch, Linda Gvens, | have a
message for you. Also, Cyndy has assignnents for
Al abama, M chi gan, Maryl and and WAshi ngton, if
you want to conme up and get it. W'Ill start back
at, let's say -- we ran a little over, how about
1:15 and Eil een Wal ker will be down at that tine.
(Wher eupon the lunch break was taken

from12:17 p.m until 1:31 p.m)

A-F-T-EERRNOON SESSI-ON
M5. ZEMTIS: |If you all would like

to conme in and sit down and we'll get started
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here. First of all, we realize that -- | passed
Debbie in the hallway and she said, | never did
i ntroduce nyself. | said, well, that's okay. |

can introduce you. So, this is Debbie Lear, and
Debbi e cane to us fromthe Denver office. She
was a nenber of what we called SCAIT, in fact, we
have several nenbers in the audi ence here that
served on SCAI T, which was the Section 8 Contract
Adm ni stration | nplenentation Team

Anyhow, Debbi e has stayed on now in,
very shortly, she's going to be a permnent
menber of our staff here in Washington. You'l
be hearing and see a | ot nore of Debbie.

Before | turn it over, | have one
thing that | just want to nention. One of the
PBCAs cane up to nme, and | thought it was a good
i dea and before |I forgot it | wanted to pass it
along to you all. W do have a website, as nost
of you know. Qut there, we do have frequently

asked questions. W do try to post them and |
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have to be honest, and as | said to this

gentl eman, by the tinme we get the questions and
we think they're ready to be posted, it's like,
oh, people already know that. Well, we're
presum ng that because we've been dealing with it
for so | ong.

VWhat would really help us if that if
you had questions that you would |ike to see
posted on the frequently asked, could you pl ease
send those to your CAOM and they, in turn, wll
send themin here to the desk officers and we
w Il make sure they get posted. So, if you have
any questions that you feel that the other PBCAs
woul d like to know the answers or it took you a
while to get themor whatever, that you want to
share or that should be shared throughout the
country, please let us know. That would really
hel p us in deciding what questions should get
post ed.

Okay. That's all 1'mgoing to say
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now. |'Il turn it back over to Debbie.

M5. LEAR  So nmuch for ny effort in
remai ni ng anonynous here. | don't know what that
was this norning, but at any rate.

W' ve got Eil een WAl ker here, which
"' m sure everybody recogni zes her nane, but this
afternoon she is actually going to tal k about the
new paynent process of the owner with the recent
meno you all should have received, as well as the
ot her type of financial processing that wll
i npact what you do, such as the year end
st at enent .

Eileen is the director of financial
operations division. Eileen.

M5. WALKER:  Good afternoon,
everybody. To those of you who | know and those
of you that | hope to neet. | really don't have
a presentation, as nuch as | would have |oved to
have been prepared for this neeting, the matters

of the day have prevailed. Primary anongst them
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getting your paynents nade for those that are in
arrears, where we are late. So, | don't have a
very good presentation, but we will do the best

we can.

VWhat | did is bring down extra copies
of the attachnents to the nmenorandumthat we're
goi ng to di scuss which outlines the new paynent
procedures which go in for effect -- for paynent
effect on April first for the full processing
effect as of the first of this nmonth. |'m going
to go over that this afternoon.

So, if any of you -- that's February
seventh nmeno from Fred Tonbar. |[|f any of you al
don't have that with you, we do have sone extra
copies of the attachments, which is basically
what |'mgoing to go through the flowharts of
t hese changes. So, if you need a copy, Debbie
Gordon, | think is here --

PARTI Cl PANT: She's getting extras.

M5. WALKER:  Mbst of them probably
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al ready have it, but if you need extra copies we
can get them

O course, you're aware of the
current procedures whereby when you' re assigned a
HAP contract on your perfornmance based ACC, then
you establish a requisition schedule in the LOCCS
system \Wen it's approved by the CAOM then
LOCCS begins to automatically di sperse those
anounts according to the schedul e.

You then have to receive the detailed
voucher data fromthe owner, validate that data
and make the actual authorized paynent to the
owner, which is hopefully covered by the
requi sition, though it may or nmay not be. So,
then there may have to be adjustnents to the
requi sitions throughout the year to acconmobdate
i nstances where the anticipated paynent -- anount
on the requisition, which is, of course,
anticipates the owner's actual subsidy --

aut hori zed subsi dy was underestimated or for
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ot her reasons concerning the offset for those
(i ndiscernible) where we actually support any
nort gage paynent with the subsidies.

So, there's the whole reconciliation
process, not only with -- between the requisition
schedul e and the actual paynents that you are
making to the owner, but as | nentioned al so,
with the offsets to the | oan accounting system
for those contracts where the subsidy is actually
supporting the nortgage. Those are the primarily
202s.

So, it was in the course of
attenpting to define a year end settlenent which
adequately accounted for all those scenarios that
t he decision was nmade that we really shoul d be
payi ng agai nst the actual paynent. W already
have the requirenent to submt the actual subsidy
paynment to us, so that that could be reconciled
internms of not only budgeting, but also the

nmoni toring of the advances that we are naking,
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because, of course, we are ultimately accountabl e
for those advances that we are nmaking. So, we

al ways needed the actual HAP paynents that you
are making to the owners for various reasons.

That was al ready a requirenent.

So, what we did was, if you have the
flow chart, instead of LOCCS automatically making
the paynents on the first of the nonth, and
paynments being adjusted for unfunded or shortfal
projects, as in the current process flow.

Whereas you still need to establish a requisition
in the LOCCS accounting system because we w ||
continue to use that for budget and funding

pur poses, instead of LOCCS automatically making a
paynment agai nst that schedule, now on a nonthly
basis, you will receive a voucher fromthe owner
as you currently do, review it for accuracy, no
changes there.

You will transmt the approved

voucher to TRACS, which you are currently
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required to do. However, that TRACS transm ssion
W Il becone the basis for the subsidy paynent
that's nmade out to you

Now, that nmeans that you will only
get paid for those contracts where you' ve been
able to approve the voucher and send the
transm ssion to TRACS but it wll also resolve
the instances where -- you will know -- in other
words, you will know what you got paid for and it
wll be the amount of subsidy that's due to the
owner .

Al of this information will continue
to be available to you in your LOCCS screen
because I'msure -- hopefully, that's been
beneficial to you in terns of the information
t hat we've been able to provide for you over the
Internet. Then, we are still working on the
[imted year-end settl enent procedures that we
hope to have firmed up within the next couple of

weeks and out to you. | know that there are
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sonme, we have about six or seven contract
adm ni strators whose fiscal years expired in
Decenber.

VWhat we're thinking about in terns of
the year-end settlenent is to just do it at the
contract level, at the ACC contract |evel and not
have you to submt the -- a settlenent formfor
each HAP

The data in the system should be
adequat e where you can reconcile that data, and
therefore can nake a paynment to you that
ultimately represents, of course, the differences
in the actual HAP. The paynent, the settlenent
paynment that we would nmake to you wll break down
into paynents for individual HAPs. But, we are
still exploring how we can account for those
di fferences.

Utimately, | suppose they woul d have
to be posted to the individual subsidy account

and | admt, we have not thought this all the way
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through. But, we're going to try to nmake it as
sinple a process as possi bl e.

What we woul d have to do no matter
what, is to go back and resol ve those
di screpancies with the | oan system That w ||
have to be done. The assistance that we wll
need fromyou, we will try to make that m ni mal
because we shoul d have the actual HAP subsidy
that was paid to the owner as reported to you
t hrough TRACS

We al so know what the requisition
was -- requisition anount was that we paid
t hrough LOCCS, and therefore, we should be able
to reconcile the differences and know what is
due -- what adjustnents are due to the |oan
system and therefore, those turn into
collections. Hopefully, we will be able to
handl e that on our own w thout having to ask for
your assistance, but the exercise of actually

gathering that data and going through it has not
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commenced yet. One issue that wll inpact that
exercise is the incidences in which we have not
recei ved actual HAP paynent anounts through TRACS
correspondi ng to the advances on the requisitions
t hat have been made automatically through the
LOCCS system

Now, |'m not going to nane nanes, but
| do have a report here of sone fifteen hundred
ni nety-ei ght vouchers where we are -- for HAP
contracts, where we advanced paynent in January
and have not received the actual HAP assi stance
anount. Fifteen oh seven in February advances,
and then twenty-four hundred forty-two of the
advances we nmade for March we do not have the
correspondi ng HAP actual paynents through TRACS

So, there are sonme contract
adm ni strators where your nunbers are excellent,
and there are sone who have the nunbers are not
too excellent. O course, March, for March, it

m ght be reasonabl e that those haven't cone in
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yet because we really haven't established a tinme
line for it. So, that m ght be a reasonable --
it mght be reasonable to expect that this nunber
wll go down in the next few days, but | bet you
it'"s going to land at around fifteen hundred
since that's the nunber for January and February.

So, | raise that issue for two
reasons. First of all, these twenty-four hundred
contracts would not have been paid under the new
system because we will only pay -- cone the
conversion in April, we wll only pay against the
actual voucher anpbunt set or received. So, this
is a good way to denonstrate the difference
bet ween the old system and t he new.

Al so, as far as the year-end
settlenment and the reconciliation of the amounts
to the I oan system and also to the contracts for
whi ch we owed you additional paynent, these
non-recorded actual will inpact that process as

wel | because we were able to make the assunption
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that for every advances made, we had a hard
fundi ng actual HAP paynent, we'd know that we'd
be able to reconcile the two.

Now, what has probably happened is
that many of you said this is we've advanced
paynents for which you' ve not been able to nake
an actual HAP paynent, but that's another issue.

So, the new process will resolve all of that.
You will not be accountable for the noney in
terms of your nmonthly adm n fee and the standard
t hat has been inposed in terns of your advances
recei ved not exceedi ng the anobunt you' ve been
able to pay out by a certain anmount, and wll
automatically resolve the issue and it would only
be i ncunbent upon you to send the actual voucher
when you were able to determ ne the actual anmount
t hat was owed.

Now, we can go over the changes if
you' d like, the specific changes. First of all,

the first one on the list is the entry of the
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annual requisitions. R ght now the official
procedures say that you have to do that at | east
ni nety days ahead of tinme. Ninety days prior to
t he begi nning of your fiscal year -- of the
Housing Authority fiscal year. 1In conferring
with the fiscal analyst, the programmers for the
LOCCS system they actually interpreted that as
no nore than ninety days ahead of tinme. And in
an automated environnent, that makes sense.

When we were in a manual node, you
needed the ninety days, |I'msure. There was
ni nety days needed for the accounting office to
set up those budgets and enter them manual |y and
get ready to start naking paynents by the first
of the fiscal year. But, now the ninety days
|l ead tine should be perfectly adequate.

So, sonetines fromninety days, let's
say between sixty and ninety days before the
begi nni ng of the Housing Authority year we'l]l

expect to have a requisition schedule entered for
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each one of the halves. That would be your
estimate for us of what you think the subsidy
woul d be for that contract for the upcom ng year

Ri ght now, that initial schedul e has
to be approved by the CAOM That w |l conti nue
to be the case as HAP are assigned to you under
t he performance based ACC, but once the
initial -- the way we've programed t he change,
once the initial requisitionis in there and the
CAOM accepts it and approves it as a valid HAP
contract for which we're maki ng paynents under
the ACC, then it will no longer -- the
nodi fication of that requisition and the annual
update of the requisition will not require CAOVs
approval .

So, we're just saying that you need
to have it in there because what the systemwl|
do is, say we're going into your next Housing
Aut hority year and there's not -- and a budget

has not been entered in LOCCS for year 2002, for
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exanple. Then LOCCS will therefore not pay the
HAP entry that you send in through TRACS for the
first nonth. Really, the first nonth of the
Housi ng Authority year, because it will check to
see whether the requisition has been entered,
al though it's not I ooking for the CAOMto have
approved it. Ckay?

The next one, paynent to contract
adm ni stration or made according to the schedul e.
Those paynents are nade whether or not you're
able to approve the current funding HAP fundi ng
to the owner. In this case, you would submt --
in the case of the new procedure, you would
submt the HAP requisition when you were able to
approve it. The system should be able to turn it
around within three business days.

Now, what we are currently working on

with the accounting staff, and we needed for them

to be able to have this -- to work this into

their schedule. W have begun di scussions with
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t hem al t hough we haven't gotten far enough al ong
to actually know the details. |If Fred wants to
of fer anything, | would be happy to have him
interject. W are working with the accounting
staff so that we can release the funds prior to
the first of the nonth. W expect, at sone point
in the near future, that although you will still
have to send the actual HAP paynent, if that
paynment is received, say by the second day before
the first, then we would be able to rel ease the
funds as of that day.

So, what we would do is, anything
t hat had been received by that advance rel ease
date would go out on that date, say one or two
days, | don't know exactly what it would be, one
or two days before the first of the nonth.
Anything that's received after that date, of
course, would be turned around within the three
day working -- work day.

It should al so assi st because you'l
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know exactly what you're anticipating to receive
and you should be able to expect that the funds
that you do receive will be able to cover the
anount owed to the owner

The next one. Your CAs are required
to submt subsidy anmounts approved for paynment
via TRACS. So, you are already to submt them at
thirties. W tal ked about those of you who are
subm tting, sone of you are submtting them and
sone of you aren't, and I'msure there are
various reasons for that, but like I said, LOCCS
goes ahead and di sperses against that requisition
schedul e currently w thout regard to whet her
we' ve received an actual HAP paynent. This, of
course, will -- the new procedure, of course, as
| explained, will not do that. It will not
rel ease the paynment until we've actually received
the HAP, but this should help both your staff and
ours in terns of reconciling what has been paid

and what hasn't been paid. It should | essen the
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burden across the board.

M5. LEAR (I naudible).

M5. WALKER:  Yeah. Wy don't we go
t hrough the chart, and then there wll be
guestions. Ckay.

O course, currently you're reviewed
on a quarterly basis against the cumul ative
paynments that have been nmade agai nst the
requisition, requiring that the amobunts that have
been advanced to you do not exceed the actual HAP
paynments to your owner by nore than five percent.

| have gotten the question rather
frequently, well, what do we do because we
recei ve the advance on the requisition schedul e,
but for various reasons we cannot pay the owner,
we're not in a position to approve a paynment to
the owner. | know that has been an issue for
sone of you. Right now, that issue -- that wll
not be an issue except at the very end of the

year.
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W are going to ask you to nake what ever
adjustnents in the requisition schedule are
necessary so that we have a representative anount
in the schedule as of the end of the year, but
only at the end of the year will we do the five
percent test.

So, only after the last quarter of
your fiscal year would we | ook at the paynents
t hat have been made under the HAP contracts for
that year and conpare themto the anpunts that
had been entered in the requisition schedule in
LOCCS. That would be the only point in tine
during the year that we would | ook to see that

t he amounts were in alignment.

Now, | hope that you wouldn't just --
| nmean, | hope that all through the year the
anounts woul d be representative because, |ike |
said, we will be using the anmobunts on the -- when

| say representative, that they wll be

reasonable in terns of what your expectations are
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for paynents of that subsidy, because we will be
usi ng them for budgeting purchases.

But, because we're not having them
approved, we will probably do a secondary
anal ysis of what the paynent history has been on
the HAP so that if you enter -- say on a HAP
that eventually will be paid a hundred thousand
dollars and you've got a mllion dollar
requisition in there, we're not going to fund you
for a mllion dollars. W wll have a second
check on board that lets us know that that is far
and ahead of what the historical HAP paynents
have been on that contract. W wll be utilizing
your dat a.

O course, all the reviews and
reconciliations is what nost of the rest of this
refers to. Both on the part of your staff and on
the part of the HUD staff and the CAOM as
mont hly they have to approve those paynents.

When the CAOVE are approving your fee paynents,
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they are, in effect, saying |I've |ooked at the
data that we've advanced to you, of the paynents
that we've advanced to the CA, and |'ve | ooked at
the actual HAPs that have cone through TRACS, as
well as the anmounts that have been paid out from
the bank to those particular owners and they do
seemto be consistent.

That's quite a burden to have to do
that manual ly, and that should be -- at |east the
first half of that will be elimnated. There's
still maybe sone review of the actual wre
transfers fromthe bank.

Finally, the year end settl enent
woul d be nmuch nore el aborate and cunbersonme under
the current procedure, and we hope to be able to
streanline that requirenent. Under the new
procedure -- |I'mexpecting that it will be al nost
a non-requirenent because we should have all of
the actual paynents, and therefore the settl enment

shoul d be pretty nuch limted to the audit costs
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and the interest, any interest that's been earned
on accounts.

We have nodified the vouchers so that
any interest earned agai nst individual HAP
contract accounts can be posted directly to the
voucher. The TRACS voucher currently
accommodates a request fromthe submtter, or the
one that submts the voucher for non-paynent of a
portion of the subsidy.

So, if the regular HAP assi stance was
ten thousand doll ars, already, a request can be
made that two thousand of that not be paid for
m scel | aneous reasons. There are various reasons
for that.

We have added to the new 201B
requi renents an option that only contract
adm ni strators can exercise, and that would be to
wi thhold a portion of that regular HAP
assi stance, or the total HAP voucher that woul d

be for the reason of offsetting interest. So, we
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expect that that's howit would be handled at the
HAP | evel .

| do understand that there is stil
interest earned at the master contract -- you
probably have master accounts where you receive
the funds at the begi nning of the nonth, and
there maybe sone interest involved there. W'l
have to figure out howto deal with that. But, |
do expect that the year end settlenent procedure
under the new process wll be streamined from
the current requirenent.

Now, because we're just making the
change this nonth we still, probably everybody
wi |l have to go through at |east one round of
year end settlenents that reflect the old
procedure, but after that.

Now, |I'Ill take questions on that now.
Oh, but let ne say beforehand, if they get too
techni cal, because | don't have the TRACS staff

here today, and we are going to have the TRACS
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nmeeting tonmorrow, what | would want you to do if
it's sonething | have to defer to the TRACS
nmeeti ng, we have these nice question records.
So, | would ask you to fill one of those out and
then | can get it to the TRACS team and they can
be well prepared to answer those questions for
you t onorr ow.

MS. LEAR Eileen, before you take
any questions can you repeat then? W have a
sound problemin the back, so once sonebody asks,
we can't get these m crophones passed to the
front. And also for the recorder, if you al
coul d renenber and pl ease state your nanme and
organi zation. That way he won't junp up and ask
you everyt hi ng.

M5. PAYTON: Carol Payton with

(i ndi scerni ble) Housing Corporation. Eileen, ny

gquestion is, when we send in a TRACS file and

we -- say it's for the nonth of April, if there's

for some reason that we do not get paid, let's
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say there was an expired contract or sonething
that we were not sure of at that tinme, would we
need to resubmt that April voucher again or is
once a nonthly voucher is submtted, is that it?
M5. WALKER: The question was, if

you submt a voucher and for sonme reason it
cannot be paid, insufficient funds, the contract
hasn't been renewed, those seemto be the primary
reasons. Wuld it be required that you resubmt
t he voucher. The answer is no. The systemwl]|
now hol d the voucher until that situation is
resolved, and then it will resubmt the voucher
to TRACS -- | nean, to LOCCS

In the case of expired contracts,
that will happen when the renewal date is entered
in the system It wll automatically send over
that voucher. If it's for insufficient funds
because TRACS doesn't know when LOCCS is actually

going to obligate the funds, what we do is send
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t hose over once a week.

So, anytine in between a HUD staff
person can go in and see the specific vouchers
and can rel ease them on a case-by-case basis.
Ckay. So, if you had one that hadn't been paid,
and you know, you think it's been over a week or
what ever, or maybe you can't wait a week, then
you can get the support of a HUD staff. They can
go in and rel ease those paynents.

M5. SANCHEZ: Pilar Sanchez, Texas
CA. What's going to happen to the noney that we
have for contacts we haven't been able to pay?
Qur fiscal year ends at the end of March. So, we
have Decenber, January, February and March
paynments in our account waiting for the owner to
submt their baselines or whatever the problem
may be. During the year end settl enent process,
are we giving that noney back and t hen what

happens when they finally submt their baselines?
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How are we going to get it back?
M5. WALKER: Ckay. The question

was, they received advances out of the
requi sition schedule on contracts that have not
submtted their baselines, or for sone other
reason they have not been able to nake their HAP
paynment. Their year end settlenent is com ng up.
Those of you who have al ready had your fisca
years expire, |I'msure you have sonme exanpl es of
those as well. She asked, what woul d happen to
those funds in the year end settlenent. WII
t hey be turned back to HUD and then how will they

get them back?

| don't know. | don't know. That's
sonet hing that we've pondered. I'mwlling to
t ake suggestions. W would have to -- | nean,

the whol e rational e behind the year end
settlenment is based on the assunption that you

can match each advance to an actual HAP paynent.
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So, if that is an assunption, then the
reasonable thing to do would be to send the noney
back. That m ght be the way to go. Then, when
you actually do get -- are able to approve the
voucher, then it would just go through the norma
process at that tine.

| nmean, that would be ny i nmedi ate
answer. And, of course, if we can figure out how
to do these settlements that will be docunented
and they certainly will be addressed.

Ckay. | think | saw --

M5. GREATHOUSE: Debora G eathouse,
(indiscernible). M question is along the sane
lines as Carol's. | have a handful of
(i ndiscernible) now that | under requisitioned
for based on their voucher. In one case, | owe
probably three thousand dollars from March. How
am| going to get that noney next nonth when you

pay based on the voucher only? |In other words,
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the three thousand dollars, they're not going to

wait until the end of June for year end
settlenment, July, August and year end settlenent.
They're going to want the noney now, August is
still several nonths away, how can | have gotten
that noney to catch everybody up and even with

t oday?

M5. WALKER  Well, ny i medi ate
answer would be to say that that would need to be
submtted as an adjustnment on the April voucher.

In other words, the three thousand dollars would
appear on the adjustment line. ['ll have to go
back and | ook to see if there's any reason in the
rules that preclude that, but that woul d be what

| woul d expect you' d want to do.

If I find out differently, 1"l let
you know. But that would be, | think, the way to
go.

Wait a mnute. | saw sone hands back
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her e.
M5. JEANETTE CLAUS: Jeanette d aus,
CMCS (i ndi scernible).

As a consultant in the industry, |
think there is alittle bit of confusion of
perhaps a di sconnect that we need to clarify
regarding the MAT thirties.

You keep referring to MAT thirties
bei ng used as the neasurenent against the
requi sition through this new paynent process.

The confusion is based around the fact that the
CAs that are forwarding the MAT thirties up -- to
this point intime and in sone instances, and

(i ndi scernible) instances, just in submtting the
MAT thirty, that has been submtted to the CA

It does not represent the approved
amount of the voucher the CA has, and because
201B is not in place yet, there is not that

mechani smfor the CA to give you that approved
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voucher. So, we have that as a first issue.

Ckay, the MAT thirties you received
into TRACS do not represent the approved
vouchers. There are sone states out there that |
have worked with that | know have been told by
their CA not to submt the MAT thirties. So,
many of the nunbers that you are m ssing are
because they were told they didn't have to submt
the MAT thirties, because again, it didn't
represent the approved anount of the voucher.

There are other states out there,
again as part of the service crew that we run
that are telling us, | don't have to submt to
TRACS because it's only ny database that matters.

So therefore, not only are the MAT thirties but

al so the MAT tens, being represented to the
certifications, and the 50059 forns that support
t hose vouchers, those aren't being submtted.

So, what's happening nowis there is
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a kind of a major disconnect here. For April,
you're asking us to submt the approved vouchers,
whi ch where many of the software vendors out
t here probably necessitate sonme reprogranm ng.
|f the CAs who aren't here, and | know sone of
themthat |1've worked with aren't, and they're
not aware of the fact that there's been this
change, and they've automatically continued to
submt the MAT thirties that don't represent
approved anounts, they have no nmechanismto issue
a MAT thirty-one to void those vouchers. And now
we have no | eeway here because this was in effect
March first, it doesn't necessarily correct the
si tuation.

So, HUD is going to need to be aware
that for the nonth of April you nay see a rea
m xed bag of information and the ability of the
CAs to performconpliance. That was exposed to

us, but it's -- not only was it exposed to us,
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that's (indiscernible). So, we knew it was
comng, but it was never presented

(i ndiscernible). So, you have to cone up with a
(i ndiscernible) March first?

M5. WALKER. W actually sent the
menmo out for all the CAs, to the contact point
for all the CAs.

M5. JEANETTE CLAUS: Not all of them
have received them Roger Stubin has -- he has
t he mandate. Yeah.

(Si mul t aneous di scussi on)

MR WRRICK: Can | weigh in here a
second?

M5. WALKER: Ckay. Hold on a m nute.

Let nme just --

MR WRRICK | don't want to
pi ggyback. | mean, she's absolutely right. This
was given to us as proposal back in February,
February seventh. W submtted coments. W

haven't heard back fromthose coments. Now, al
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of a sudden you're saying that it's actually
happening April first? Now, you may not be
prepared to do that, because we haven't directly
back to HUD. O her than being in this neeting
here today, | wouldn't have known that fact, so
|"mreally surprised that you're inplenmenting.

know that in the conference that we had back in

February, we had asked that maybe, perhaps, you'd

consi der postponing it to sone later tinme in this

year, especially with 201B com ng on |line and we
haven't heard back fromyou on that as well.

So, | think the timng of it is stil
an issue, very nmuch so an issue. I|I'mreally

surprised that you' re considering inplenmentation

April first.
PARTI Cl PANT: \What's your name, sir?
MR WRRICK Jeff Wrrick with
FI SCTA (ph).
M5. WALKER Ch, I'msorry. | was
supposed to --. | know what he said.
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MR. TOVBAR  Thank you for those who
did submt questions. W did send an e-nail,
sorry it didn't get to you and this is getting
ahead of nyself a little bit, but we're going to
tal k about communications a little bit later.
So, I'mseeing that in one area, the e-mail did
not get there. So, we're having a problemwth
regard to communi cation

We considered the comments. There
wer e about four or five organizations that cone
in specifically on this, and Jeff is right. He's
alluding to a neeting that we had back |ast nonth
with the National HUD state housing agencies,
when just before nmy going into that neeting there
was a suggestion to wait until after 201B to nove
forward with this paynment process. | suggested
at the tinme that that was a good recommendati on
to us, and that we would consider it.

| did consider it. W did consider

it. W got back here, and to be quite honest

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

221

with you the inpact of waiting until after 201B
both of you, Jeff, yourself included in here, who
know about TRACS and TRACS rel eases, know t hat
they get extended for quite a bit of tine as
we've seen it in the past. The inpact of that
woul d nean that -- the thing that nost concerns
us here would still be a present issue. And that
is, we were making paynents to ourselves in the
case of the 202-8 offsets which is a really
serious financial control issue for us.

You know, as we are sitting there
thinking, |'ve just arrived on ny desk today
sitting, reading the IGs latest audit and they
tell us that we still have problens with regard
to financial controls and systens. |It's
sonething that, just in the context of everything
el se that was going on in the departnent, |
wasn't willing to allowit to sit and fester,
because it was a present problem we were seeing.

It was getting worse as the days went on, and we
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were in February.

We had just nade an additional
assignment | know. Cyndy shared wth you al
earlier how many contracts we have out there, now
add in the additional assignnment of contracts.

So this issue was grow ng by the day, quite
literally.

So, for less -- it was sonething that
we couldn't put off, even by the recomrendati ons
that we had there. But here's the thing, this is
how we figured the recomendation that we have --
the coments that we had, how we can mtigate
sone of the issues that were there.

One is, as | said, were TRACS new
rel eases. W recogni zed that they attended
problens all the tinme, with owners changing their
systemin order to nake sure that the vouchers
get through, that always happens. One of the
things that we are ready to put on the table and

we are going to consider, we were saying that we
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were going to release the 201B in June or July,
and then the absolute cut-off date would be a few
nmont hs | ater.

We always can, and likely will, if
we're having issues with the owner's getting up
to speed in changing their software, extend that
so we don't have those issues, extend the
absolute cut-off tinme. That was one thing that we
saw as a way to sort of mtigate the issue around
t he new TRACS r el ease.

There were other things that canme in
as suggestions or as coments then. 'l tell
you, nost of themwere favorable in a |ot of ways
because you all didn't want to deal with the
changi ng of the budgets on a regular basis, and
there was sone other things that we saw that were
favorabl e comments. But this one, | think, was
the biggest one. So | thought to deal with that,
that we would ook at it. [If we had to,

extendi ng the absolute cut-off date for the 201B

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

rel ease until then

| apologize if the e-mail didn't get
to everybody here at this session that we're
having is the first that you' re hearing about
this decision to change the paynent process.

M5. JEANETTE CLAUS: To clarify what
you' re saying -- Jeanette Claus, again -- by
doi ng that, you have to understand that the year
end settl enent does not go away. Now, we have an
accounting nightmare because if the CA cannot
submt the approved MAT thirty, and they submt
sonething to you to get paid which is comng from
the site, they'll go over the ballpark. The
vouchers --

M5. WALKER: Are you sayi ng that
you change the anmount that you receive fromthe
owner? Your software won't permt you to change
the year end?

M5. JEANETTE CLAUS: Every software
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vendor is different. Sone don't need -- sone of
themw || create --

M5. WALKER: |'mtal ki ng about the CA
sof t war e.

MS. JEANETTE CLAUS: Right. But
there are several different software vendors out
there. They all created a voucher
(i ndiscernible) and they don't all trade in MAT
thirty, nor do they all have the ability to
change -- | nean, sone don't offer the mechani sm
to do what you're asking.

So, what you're going to receive,
per haps, fromthose that have software that's not
conpliant, you will receive a MAT thirty fromthe
owner agent. So, they've paid sonething. The CA
has to -- now you've got an accounting ni ghtmare
because (indiscernible) --

M5. WALKER: Those adjustnents wll

be made agai nst those individual vouchers,
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t hough. That's how that can be handl ed.
However, the requirenent in accepting this
contract was that you could transmt the MAT
thirties. W nade that very clear and specific.

M5. JEANETTE CLAUS: It's the sane
for 201B.

M5. WALKER: I n 201B, not only are
you required to send what the owner sent, but you
are actually required to enter what was approved.

So, those are two discreet amounts in 201B
What Fred was sayi ng about the extension of the
201B requirenents, you know that whenever we do a
TRACS change, we accept both formats for a period
of time. So, if it turns out that there are
difficulties wwth the conversion to 201B, than we
can extend the tinme under which we accept both

formats. That's what we are contenpl ati ng doi ng.

So, like | said, rather than making
it a year end settlenent issue, | would prefer to
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make it an issue of having to adjust the voucher.
If there are indeed cases, and I'd like to

di scuss this probably at the TRACS neeting
tomorrow, but if there are indeed cases of
contract adm nistrator software that preclude you
from meki ng changes to the voucher anmount before
they are submtted to HUD, because it's al ways
been -- and | admt to you, | amnot a TRACS
expert. M/ nane has probably been associ ated
with the TRACS quite a bit, but I amnot a TRACS
expert.

But, it had been ny assunption that
the data that a contract adm nistrator sends to
HUD, whether it be MAT tens, for tenant

certification, or MAT thirties for voucher

anounts, are corrected data. And -- that's what
it is supposed to be though. | do know that is
what it's supposed to be. | wouldn't be

surprised if it has not been, but |I do know that
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is what it's supposed to be.

MR. WRRICK: You could probably
check with folks fromEPS tonorrow just to verify
my statenent here, but I'mpretty certain that
what we approved at initial level is the MAT
thirty that's being sent to TRACS. So, | don't
think there's a difference on our end. W're
basing it, this recomendati on, we approved in
that particular anount in the MAT thirty you sent
directly to TRACS. Wen we follow that up with
what we approve, with what's on the TRACS
website. So, | guess | don't -- that --

M5. WALKER: Say that again. | mean,
t he anbunt that you are sending is the anount you
approved, right?

MR WRRICK: Exactly. Yes.

M5. WALKER And that's the way it
shoul d be.

MR WRRICK: |'mhoping that's the

case everywhere el se, but what we approved
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i n-house at FISCTA is the anount that's being
sent by the MAT thirty to TRACS

M5. WALKER Right. W wll have to
deal with whether they are software that CAs --
you see, there's project |level software and
there's CA |l evel software. So, if they are CA
| evel software or software that the CA is using
to do their function, that does not accommvodate
t hat approved anount being captured, then that is
a bona fide issue that nmust be addressed with
that software vendor, or it mght be software
t hat was done in-house or whatever

That is an issue that nust be
addressed, because that is a correction that
woul d have to be all owed, because the requirenent
is that you send the correct data. | nean,
that's part of the reason for having a contract
adm ni strator and having the data fl ow through
the contract admnistrator is so that when the

data Cones to TRACS from a contract
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adm ni strator, we can nmake the assunption that
it's right.

MR. TOMBAR | prom se you, | won't
take anybody's adm nistrative fee right now, but
how many of you all are sending in anounts that
haven't been approved to us by way of TRACS on
the MAT thirty? O think you maybe doi ng that?
You said it, right there.

MS. CONLEY: Patricia Conley,
Del aware. (Indiscernible) to the electronic
subm ssion, but we allow thema thirty day --
(indiscernible) allowed themthirty days. They
pay on late recert for thirty days. So, we
continue that process to say you have thirty days
to make that correction. |[If you don't nake that
correction with your next subm ssion, we're not
paying. W' re not paying --

M5. WALKER:  You nean on the

certification data?
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M5. JEANETTE CLAUS: But, you're
tal ki ng i ndi vi dual s.

M5. WALKER: Are you tal king about
the certifications?

MS. CONLEY: Yes. |'mtalking about

the certification, because we don't pay anything

at all.

M5. WALKER: Well, let ne
clarify -- you don't pay them anything at all,
and therefore you wouldn't be submtting -- if

you're not going to pay them then you woul dn't
submt it to us until you were ready to pay them
So, that would also correct that kind of,

i nconsi stency in timng.

M5. CONLEY: It's still a nonth later
t han what they're talking.

M5. WALKER:  \Whenever you send it, we
will send it back to you in the anobunt that was
sent. And let nme make one other clarification,

because | have had this question.
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Ch, I'msorry. | was supposed to
repeat the question. |I'mbad at follow ng
directions, | guess. The question was that, what

happens because they allow the owners thirty days
to make corrections when they've found errors in
their subm ssions. And, they don't pay the owner
until they get the correctionin. AmIl right?

M5. CONLEY: We pay themthe first
time, and then we hold the second one.

M5. WALKER. Ckay. They pay themthe
first tinme, but they won't allow a second paynent
until the data are corrected. That would be the
sane thing that you woul d do.

In other words, if you are paying the
owner, that, under the ACC is your agreed -- |
mean, that's another issue as to whether it was a
valid reason for paying the owner, whether the
owner was paid properly or not. | think it's one

hundred percent, and | don't know if you al
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requi renent, however, if that's what you --

MR. TOVMBAR: W did not back off that
at all.

M5. WALKER: Ckay. So, don't quote
Ei | een Wal ker as saying, it was okay for you to
pay an anount over -- pay an amount that you
couldn't approve, but if that were the practice
and if that were established as a valid practice,
than that's the sanme thing that you would do
because | would assune that any adjustnents that
had to be made as a result of corrections woul d
be reflected on future vouchers. Yeah.

That's the sanme thing that |I'm
saying, that if the software has to catch up in
tinme, then it's behind time -- the catch up is
behind tinme, but you would have to keep track of
t hat and make the adjustnments on the subsequent

vouchers.
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MR. TOMBAR Let me say this, that
the assunption and the expectation is that you
all were review ng the vouchers before they --
when they were submtted, approving the anmount
that the owners had requested, sending that
approved anount onto us. That was the basis for
this change, that we knew exactly how much t hat
owner earned on a particular nonth based upon
your review and your subm ssion to us. So, then
we could pay you all the actual anobunt earned on
behal f of that owner for the given nonth there,
and of fset against the actual anpbunt earned where
we have a 202-8 offset. So, that is the
assunption that we have now, and it's based upon
t he annual contributions contract that we have
with you all. So, again, we won't take any
adm nistrative fee away retroactively, but get it
strai ght because this is the expectation going
forward

M5. WALKER: And there's one ot her

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

235

clarification, these vouchers comng in froma
contract admnistrator are not subject to the
normal TRACS edits. W w Il take what you send
us and we will pay you. Those vouchers comng in
fromowners are subject to all kinds of edits,
and that could cause those vouchers to be held.
If it conmes in froma contract adm nistrator and
if it's assigned to that performance based ACC,
we w il pay that amount just so long as the
budget authority, of course, is available for it
to be paid.
Ckay. Next question.

M5. BLOOM  Col | een Bl oom Anmerican
Associ ates for Honmes of (indiscernible), on the
owner onsite. | do not to pretend to even begin
to understand the conplexities of the
transm ssi ons between these parties, |et alone
the allegations. |If this is targeted towards, as
| understand it, inproving the flow of funds to

the property in a tinely fashion, | greatly
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you' re headed.

My question is fromthe owner
perspective of the raised issue of the 202, wll
the owner then be -- beginning with this new
process beginning with April first, receiving the
exact amount of the full contract or will you be
drawi ng back the anount of the debt service
paynents so that they'll only be receiving the
rental assistance portion that would not be
returned to HUD? | just want to clarify which
we' re supposed to be getting.

M5. WALKER: First of all, | thank
you for that support in terns of noving in the
right direction so that everybody gets what they
need when they need it, and on tine.

| think the principle part that was a
guestion is, what woul d the owner be receiving?

Is it the difference between the HAP assi st ance
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as offset by the nortgage paynent, or would it be
the entire amount? |In that under this procedure
the system woul d be offsetting the nortgage
paynment, but agai nst the actual HAP, but not
against the requisition. That is what has caused
us the problens in handling, and the need to have
to do a whole lot of reconciling right now with
the | oan system because what it's doing nowis
where the contract adm nistrator has estimated a
t housand dol | ar HAP paynent, the systemis

of fsetting the nortgage paynent based on a

t housand dol I ars of subsidy. Were if the owner
doesn't realize a thousand dollars of authorized
subsidy and it's only eight hundred, now we have
an adjustment with the | oan system So, getting
the eight hundred dollars inis what's going to
correct that issue, and the offset wll be nade
agai nst the eight hundred.

Now, of course, if the nortgage
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paynment were actually nine hundred or twelve,
then the requirement for the owner to make up the

difference in order to be in good standing with

the |l oan systemis still a requirenent. All
those -- see, there's another set of adjustnents
i nvol ved because even -- if the paynent was

twel ve hundred, the requisition was a thousand,
the authorized HAP paynent was ei ght, then not
only is there a reconciliation between the eight
and the thousand, there's also the reconciliation
wi th what the owner has had to send in to nmake --
and it is a -- bear.

MR, TOVBAR In that exanple, |
shoul d say, in that exanple, our field office and
not the contract adm nistrator would be
responsi ble for going and getting in contact with
the owners to get the two hundred dollars or so
back to the departnent.

M5. BLOOM (I ndiscernible) basis,
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per haps we could have a di scussi on on how we can
facilitate the information to those owners who
maybe in arrears or overages, or whatever, in
terms of straightening out receipts and
(1 ndi scernible).

M5. WALKER We woul d definitely
wel conme that, and that is on an off-line basis
working with the owner representatives to work
out how we actually carry out those
reconciliation and |I definitely do wel cone that
col | aboration, definitely.

Ckay. | think this was the next hand
| saw, and then maybe second questions. Ckay.

MS. PAULHUS: Cheryl Paul hus,

Paul ston and Associ ates, PHFA

| actually have two questions.
Question nunber one is, TRACS in the past has
al ways accepted the dollar off. That's always

been acceptable for TRACS in the roundi ng.
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Qoviously, | can't deal wwth a dollar off, I'm
doi ng a hundred percent reconciliation on the
properties. So, ny assunption at that point is
being a dollar out, |I'madjusting ny voucher to
go ahead and deal with their one dollar, either
that or you know, they've sent out |ease
amendnents and | eases to the tenant and the -- as
t he anobunt they're paying. Nunber one, is that
accept abl e?

And, the second question that | have
is, I like holding all of the vouchers until the
twenty-fifth of the nonth and give you all of
themat once. Wuld you prefer that or on a
staggered basis, does it nmatter?

M5. WALKER. The first question was
TRACS has -- and I'mnot quite sure | understand
the first one -- TRACS has al ways accepted a
dollar off. A dollar off of what?

M5. PAULHUS: Rounded. In doing the
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50059, the rounding.

M5. WALKER: I n the 50059, it's
accepted rounded nunbers. This -- hopefully,
this procedure wouldn't be effected by it,
because the certification is one thing, the 50059
is one thing and the voucher. W don't check.
We're not at the point where we're generating the
voucher from the 50059.

M5. PAULHUS: But see, our software
does check the 50059s. It is doing the
calculation internally, checking the cal cul ations
of the 50059. So, if our software is saying that
no, the rounding is of this anount, they're --
MAT ten is comng in at a different anount.

M5. WALKER: Ckay. So, your software
is making the cal culation precisely to the to the
penny. |If the owner is submtting it so that the
result is a dollar different, then you' re saying,

do you have to nmake the adjustnent or are you
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just telling us you' re going to nmake the

adj ust nent ?

M5. PAULHUS: No. |'m asking you
whet her you find it acceptable. | contacted the
support desk and they had no idea at all. | was

on the phone wth them an hour, and they had no

i dea how to handle that. So, because of that,
what we ended up doing was adjusting their -- our
voucher to match their voucher, but because our
sof tware does the cal culati on of each 50059 as it
conmes in --

M5. WALKER: That would be a
t renmendous manual effort.

M5. PAULHUS: Yes. On one particular
property, it was twelve dollars off. There were
twel ve folks that were a dollar different.

M5. WALKER: Now, you're talking
about a dollar on each househol d.

M5. PAULHUS: Right, exactly. So,

after a while -- right.
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M5. WALKER: Fred, help ne out. It's
the first I've heard about this.

MR, TOVBAR | thought it was just a
doll ar per project, | was going to tell you --
(simul taneous di scussion) but a dollar per
househol d's a different matter.

Sam you have sonething to offer on
this one, because this is alluding ne.

MR, AUSMUS: Sam Ausnus, of | PAM ( ph)
Sof tware. Because of this issue of conputing
bot h adj ustments and roundi ng i ssues, the
i ndustry software providers started a process of
talking to one another to cone up with the
correct -- excuse ne, a common set of fornulas.
Not correct, we'll call thema comon set of
formul as, so that when the CA' s grade the 50059,
the MAT ten record, they conme to the sane
calculation that the site based software conputed
so that we don't have these issues of a dollar

being in the rental adjustnent for both nove-ins,
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M5. WALKER: Yeah. There's a whole
host of things that can --

MR, AUSMUS. W started that dial ogue
this nonth, and we're hoping to talk about it
tonmorrow and the next day. But it will be nonths
before it's fixed, probably 201B (ph) --

M5. WALKER: Right -- who will fix
it, because in 201B, there will be two discrete
amounts there; what the owner submtted and what
you approved. And if that's $12 difference, then
you' re approving --

MS. PAULHUS: W have roundi ng issues
on everything. W have rounding issues from
special clainms, fromadjustnents, to the 50059
(ph). And when you have software that's doing
all of those cal cul ati ons and now you have all of
the Mat 10s Coming in, the Mat 30s Com ng in, al
of a sudden, you've got a property that's off

23-, $26. But it all deals with each 50059
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i ndi vi dual |y.

What Sam said is correct: we do need
that. But, in the neantinme, how would you guys
like it (indiscernible).

M5. WALKER: Sam sai d that the
software vendors that support the project owners
are now com ng together to conme up wwth a common
set of conputations that will be consistent with
the Contract Adm nistrator software, to attenpt
to mtigate those kinds of discrepancies into the
future.

But, as for now, it would be a
matter, | guess, of entering the difference.
mean, at what point is it substantial enough,
Fred?

| think we all agreed that one doll ar
per contract was not a significant departure.

MR. AUSMUS: But HUD has delivered
one dollar per 50059 in the past.

M5. WALKER: Well, that's what I'm
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saying: if that results in a thousand-unit
project of being a thousand dollars difference,
that clearly is not acceptable. But at what
poi nt does it becone acceptable in between a
dol lar and a thousand?

MR. AUSMUS: But you've been |iving
with that since the begi nning of TRACS

M5. WALKER: What you're saying is
t he owner has been submitting it to us $12 off.

M5. PAULHUS: And you've been paying

M5. WALKER.  But now we have you
That's why we hired you.
(Laughter)

MR. TOVBAR  This is obviously

sonmething we'll have to get back to you all on
Quite soon, we wll. Unfortunately, this is new
to me and, | think, nost of us up here.

But it sounds like there's already a

precedent. And if that's so, we m ght be | eaning
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heavily on the precedent. But | just want to ask
sone fol ks, who aren't here, a couple of
guestions before we make a deci sion.

MS. PAULHUS: And how | ong do you
think it would be, Fred, before you could get
back to us on that?

MR. TOMBAR | would inmagine that by
sonetime on Thursday.

M5. PAULHUS: Thursday. All right.
Thank you.

M5. WALKER: Are you going to stay
with us for those neetings?

M5. PAULHUS: | will.

M5. WALKER: You're going to stay
with us tonorrow and Thursday?

M5. PAULHUS: Yes, | wll.

M5. WALKER.  We' Il have answer by
t hen.

We did put out on the web page that

t hose subm ssions of the 2018 woul d have to be
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adjusted -- the amount woul d have to be adjusted
to the extent that what the owner submtted to
the CA and what is passed on to HUD is different.
We saw, at sonme point, the need to nmake that
clarification.

Al though, like I said, fromny
i npression, | thought that's the way it was all
along. But we did nmake that clarification when
we posted the announcenent on the web page.

Now, | amway over time in terns of
t he schedule. However, we started |ate.

There's actually a whole other thing
| was supposed to be addressing.

What do you think | should do? Do
you think I should continue on or cone back after
the break? Let's continue on and just get --
let's take these two questions.

M5. PAULHUS: Eileen, could you just

answer the second half: does it matter on the

TRAC transm ssions -- do you care one way --
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M5. WALKER No. As to whether -- okay. The
second question was she could hold the
transm ssions and do themall on the 25th or she
could submt them as they are approved.

It doesn't matter.

Ckay. The two questions -- one right
her e.

PARTI CI PANT: | wanted to ask you

(i ndiscernible) funding to go through the year.
And | don't know how you're handling that

(1 ndi scerni bl e) because there are no funds.

M5. WALKER  Right. | have a list
here --
PARTI CI PANT: | m ssed the question.
M5. WALKER:  Ch, |I'msorry.
She' s asking what are we doing on the
under fundi ng contracts; those where -- actually,

there's really two | evels of this question: one

where a budget has been approved that exceeds the

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

250

anmount of funds that are available on the
contract. 1'll address that.

Secondly is the nore urgent one,
where you have paynents that are due -- best
case, this nonth; worst case, Decenber or
January -- that were due and there are not enough
funds in the contract to pay them

W did get an increase in our
all otment for anmendnents, on Thursday of |ast
week. That's really the primary reason |'m not
prepared for this denonstration; because we've
been given that priority in terns of turning that
around to get you the funds.

We have been sl ow because none of our
routi nes were designed to address specific
contracts that had rejected vouchers. And that's
what we've been trying to give priority to. And
there are funds currently in process -- the

accounting office has them-- that should nmake
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whol e; hopefully, a large nunber of them very
shortly.

| have a fresh |list, this norning,
that gives ne a conprehensive report on which
vouchers are on hold in the system waiting for
addi ti onal funds, and guaranteei ng you that by
the end of this week, we should have all of those
made whol e and, to the extent that the additional
al l ocation we received can be applied to future
paynents, those reservations will be prepared and
forwarded to accounti ng.

So | do expect that in a relatively
short period of time -- and | would say by the
end of next week, hopefully -- we will have nade
whol e any paynents that are past due or are
currently due for March.

One thing I do want to point out is

that as many contracts as | have here that are on

VI TAL SI GNS

(301) 254- 2542

251



10

11

12

13

14

15

16

17

18

19

hold for insufficient paynent, there are as many
or nore that are being held for expired contract.

And that's the subject of the other
issue that I want to go over with you, so | can
try to make sure that we are all at |east com ng
to consensus on what we have to do in order to
make sure that renewal funds are avail abl e.

And that's what | wanted to say about
a deficit budget being approved. A budget is for
t he Housing Authority fiscal year. |If the
contract expires during that period, it may be
reasonabl e that the budget be approved in deficit
because the renewal has not been funded.

And we didn't want you to have to go
back -- we didn't want you to have to do a
partial requisition that you would then have to
go back and revise when the renewal cane, and
along with all the other adjustnents that you

woul d have to do, ongoing. That's why we set up
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a requisition schedule for the entire year.

So we've got two issues. |It's not
just insufficient funds that result in
nonpaynents; but | want you to be aware that it's
al so the renewal process that is inpacting the
nonpaynent issue. And we do want to go over
those steps to try to make sure that those
contracts -- that paynents conmence on those
contracts, just as soon as possible.

Now, from | ooking at the statistics
that we've done over the entire portfolio, it is
i ndeed the nonrenewal s that are the majority of
t he nonpaynents. They out nunber the insufficient
funds nonpaynent sonething like three to one.

So you just need to be aware that it
may not be a matter of not having enough noney,
but needing to get through the renewal process.

And that could be a matter that is directly
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related to what the owner has not done, as well
as to the new process that Peter just went over,
et cetera, et cetera.

The second question?

MS. REYNCLDS: Julie Reynol ds,
Jefferson County.

This kind of segues in to the
guestion that | had. W' ve got six contracts
that we were not paid for, for February and
March. Can't figure out why. They were not a
shortfall, they were not a contract renewal.

Long story, short: CQur field office
said that, no, we don't know why these things
have not been paid. Any idea on who can tell us
why they haven't been pai d?

M5. WALKER. The question was --
they' ve got six or eight contracts that were not
paid for February and March and nobody seens to

know why they weren't paid.

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

255

|'"'m sure we can figure out why they
weren't paid. |If the paynent was (indiscernible)
there will be a reason associated with it.

Now, we've run in to a few -- |'ve
got a list of the insufficient funds here, and
there's another list that | didn't bring down of
the expired contracts.

So, get with us after the neeting.

We can at |east establish whether it's on one of
those two |ists.

Now | have encountered a few
i nstances where, for reasons unbeknownst to us,

t he paynents were not being nade by

(i ndi scernible) when firms were there. And we
made sone adjustnents. We worked with

(1 ndi scernible).

One of the reasons was that when a
requi sition schedul e was approved, because we had

allowed it to be approved for the entire Housing
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Authority fiscal year, if there was a nonth there
that represented tine after -- in other words,
that were associated with a need for renewal
funds -- so, say, six nonths into the Housing
Aut hority fiscal year, the contract needed to be
renewed, what (indiscernible) was doing was tying
down what ever noney was there and not all ow ng
current paynents to be nade. W fixed that. So,
hopefully, that's not the case. W fixed that a
coupl e of nonths ago.

But, at any rate, get with ne after

the neeting and we'll find out why you didn't get

pai d.

M5. REYNOLDS: And ny ot her
guestion -- I'msorry -- | amone of the 12/31
fiscal year ends. | have been told that |I have

an additional 45 days to do ny settlenent
statenent. But you're telling nme, now, that I

still may be butting up against that.
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The last thing | was told is | need
to do a sheet on every, single one of ny
properties and nodify it. |Is that not --

M5. WALKER. That's the way we
t hought we woul d have gui dance out by now. You
will not be penalized for the delay. Whatever
time we took, in addition, we will allow you.

My only concern is where there's a
deficit and an owner is not being paid because of
the need to do the reconciliation.

M5. REYNOLDS: So | just need to hold
off until you all --

M5. WALKER:  Yeah. And then you'l
be given 30 to 45 days to finish the process.

PARTI Cl PANT: Can we have a copy of
that list?

M5. WALKER  Well, | hesitate to give
the whole list out to everybody. Wat |'m going
totry to get Sean to do for nme is to dunp this
data into a database where we can sort it by
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Housing Authority, and give you your list. W
may not be able to nake good on that today. WII
nmost of you be with us for tonorrow and the next
day? So we'll have that avail able, and then
we'll just give them out.

PARTI Cl PANT: (I ndi scernible.)

M5. WALKER: Ckay. We'll pass that
along to your CAOM Cet it fromthe CAOM W'l
get those reports configured and out to the CAOVs
and you can get themthat way.

The other thing we'll be providing
are the actual increases that have been nade
agai nst these particular paynents, so you'll know
whet her sonmething is in process and what it's in
process for.

Okay. Well, | think that was
supposed to be the | ast question on that.

Let me quickly get through this
renewal procedure. Then, at the tail end, if

there are any other questions left, I'll try to
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stay around.

Now, the other issue that we need to
deal with is when the contracts under the new
Section 8 policy are prepared, we need to get
t hose obligations recorded in the accounting
system And, wthout the budget authority on the
contract, now, our accountants don't have a way
of recording that information.

So we do have a menorandumin draft
that we've prepared for you that attenpts to
address the major issues that woul d have Cone out
of the transition fromthe old Section 8
policy -- the 99-36 -- to the new Section 8 user
gui de.

So we just briefly try to recap what
the renewal requirenents are. | guess we nostly
have PBCAs in here, so we don't have to so nuch
deal with the termlink (ph).

This menorandumis for all CAs. So,

for the non-performance-based CAs and for those
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of you all who still have contracts that are not
per f or mance- based contracts, we do clarify that
the termof the ACC and the termof the HAP are
now conpl etely mutual ly exclusive; so, for a
non- perfor mance- based ACC, that ACC renewal is
separate from HAP renewal .

So, if the owner is due five years or
20 years or whatever, at the discretion of the
director, the HAP woul d be renewed. For the ACC
or that non-performance-based ACC, it woul d be
only one year.

| believe there still is an issue
with a docunent that |'ve been trying to get
clarified, and we need to get finalization of
what that ACC docunent should be. But we will be
doi ng that.

The budget authority is another
i ssue, whereby we have estimates in the system
for each renewal that is anticipated for the

fiscal year, and that's what field offices use
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for HUD adm ni stered contracts. Now that
contract admnistrators are responsible for the
renewal processing and for entry of the data into
REMS, the field offices are now dependent upon
those REMS entries to get the data on the new
rent.

VWhat |'ve done in the neno is try to
outline for you so you can understand what the
conputation is. |If we had enough noney, we'd
just fund the contracts based on the rent
potential. But we don't have those kinds of
funds. And the differences -- when you talk
about a dollar, nowthat we're up to the point of
havi ng 100- to 200,000 units expired in a year,
that could becone a substantial amount if we are
not attenpting to fund them based on our
expectation of what the subsidy paynents are.

So, for clarity, | wanted you to
understand what the fornmulas are that we're using

for the conputation of funding for both contract
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amendnments and renewal s.

Basically, what the systemwl|
provide for our field office is an estimate of
t he fundi ng requirenents, based on historical
paynments. They'll take the anount that's been
paid on that contract over the nunmber of units
that it's been paying for. So it conmputes an
average for the billed units and then applies
that to the total nunber of units under contract.

That usually provides an adequate cushion in
terms of any special clains and what-have-you.

W have done that anal ysis and found
that this forrmula pretty nmuch works w t hout
having to make an adjustnment for the anticipation
of special clainms. At that point, what we would
want to do is take the difference in the rent
potential that has resulted fromthe renewal rent
going into place.

So it would be the gross rent

potential on the old rent, subtracted fromthe
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rent potential fromthe new rents -- whether that
woul d be an increase or decrease -- and that
anount woul d be applied to the original estimte
of what the subsidy is on the historical
payment s.

Now the Iimtation that the field
office has, now, is that they have to rely on you
to know what the new rents are. \Wereas, we had
anticipated -- and, actually, | thought we had it
automated -- there has been sone difficulty with
the systembeing able to identify the new rents
as they reside in the REMS renewal nodule. And
that's what we're relying on

| understand there are al so sone
issues with the entry of the data and
avai lability of the data. So we're continuing to
try to resolve those issues. Eventually, the
systemw || be able to conpute the difference
between the old rent potential and the new rent

potenti al .
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VWhat | plan to ask you -- the nmeno,
as it's current witten, doesn't ask you to do
it, but some conversations |'ve had wth the
field in the past few days, | think it mght be a
good idea to ask you to provide to the field
of fice what the change in the rent potential is.

Screamif that's a bad idea and ||
make the field office deal with it. But | know
it would be helpful to themif, in the course of
renewi ng a contract, that you could provide them
with the conputation of what the changes in rents
are.

VWhat 1'Il do is provide a worksheet
with the nmeno and sonething that you coul d just
quickly fill in and send to the field office. It
woul d serve a couple of purposes. It wll
benefit you, in that you will know that the field
office is aware that funding needs to be
processed on that project.

Then, it would benefit the field
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office in having ready -- wthout having to go to
REMS and print the new rents and nake the
conputation and get the old rents out of TRACS
and make the conputation. It will probably
facilitate their being able to expedite the
renewal .

So that's the nodification in the
meno that 1'mgoing to make. To follow, part of
t he conputational course would then be to
mul tiply that, times the nunber of nonths in the
renewal termor in the funding period, which is
going to be limted to 12 nonths, regardl ess of
what the renai nder of the termof the contract
iS.

So, once the field office has that
information, they'll go ahead and reserve the
funds in the systemand provide to you a revision
inthe ACC -- in Exhibit C of the ACC that
identifies all of the additional anmpbunts that are

bei ng provided in conjunction with contract
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renewal s.

VWat we' ve asked in the neno is that
field offices provide you with a copy of the
TRACS report that's produced at the point that
the reservation of funds are going into the
system And that wll give you sone advance
notice as to what the actual funding anounts are.

It will also be confirmation to you that that
process i s proceedi ng.

So that would cone from your CAQV
It wll be alist of anbunts. [It's called the
TRACS ARAMS Reservation for Approval Report.
We're providing that to you as a courtesy so you
can proceed with the preparations of the
docunents that are associated with the budget
authority.

However, we would ask that you
woul dn't execute the HAPS -- execute the funding
docunent, | should say, until you get the actual

revision to the ACC. | won't call it an
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anendnent, for Cyndy's sake. But we're calling
the revisions that actually augnent amounts in
Exhibit C-- they don't actually give you a
recapitulation of the entire portfolio, but just
the projects that are being funded and the
anmount s.

Exanpl es of those docunents will be
provided for in the Menorandum | wish | could
have provided a draft for you today. W are very
close to getting a draft -- | nean, to getting
the final done but I didn't think it was at the
point that we would -- | didn't want to cause
further confusion.

VWhat we will be asking you to do, in
addition to preparing the docunents for the
renewal of the HAP, as stipulated in Peter's neno
on the Section 8 Renewal User Guide, we'll be
asking you to prepare a one-page docunent that
basically identifies for the owmer -- it's a

notification to the owner and al so for Fort
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Worth, of the anount of budget authority that's
bei ng provided for the renewal .

And that will be the docunent that
Fort Worth will use while it's incunbent upon
themto still nake those entries into the system
until we actually obligate the budget authority
and make those anpbunts avail able for paynent.

So | wanted you to be aware that that
could be the reason that sone of these projects
are in the systemw th a status of non-renewal ;
wher eas, you may have conpl eted the renewal
process, the funding may have been reserved by
the field office.

But if that final step of the HAP
getting back to Fort Worth with the anpunts that
they can obligate hasn't been conpleted, then
that m ght be the only thing that has to be done.

| just want to say one nore thing:
and that's to discuss the difference between the

initial subsequent renewal s, where a docunent
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with a HAP contract is actually required in order
to conplete the renewal. Because, in those
cases, we would have you just attach this
one-page notification to the owner of the budget
authority to that contract; but that both of
t hose docunents, together, is what constitutes
t he renewal docunent.

Where we're tal king about a
mul ti-year contract and we're beyond the first
year -- so it's the second year of a five-year
contract or whatever -- the only thing that's
required is the notification form

So, as long as you have the funds
t hat have been provided by the field office and
you have confirmation that those funds have,
i ndeed, been reserved and obligated in the
system then at that point, all that is required
is preparation of notification to the owner that
these funds are being nmade avail able for that

addi tional one-year period. And then that would
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be the docunent, stand-alone, by itself, that the
accounting center would need in order to obligate
t he funds.

So that's basically what the nmeno is
going to say. Like |I said, we're providing
exanpl es of all of these docunents. W even
di scussed the adjustnent to the effective date
that is necessary for the markup to market cases
where the owner was | ate.

The notification docunent does
provide for a separate effective date for the
renewal rents, as opposed to the budget
authority. They're different. And | prom se
you, between now and the tine that | send out
this nmeno, I'Il figure out where I"mgoing to ask
you to repeat the rent.

We designed this docunent to serve
several purposes. |If there's just a regular rent
i ncrease and you want to notify the owner of the

new rent and the funding associated with it, it
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can serve that purpose.

O course, when you're doing the
second, third, or fourth year, there are going to
be rent increases, (indiscernible) increases, and
what - have-you. This one docunent wll facilitate
the notification to the owner, so there is a
pl ace for rent on there.

When it's an initial or subsequent
renewal -- | think | need to think about that a
little bit nore; as to whether you would be
required to put the rent on the notification
docunent. R ght now, we're not requiring the
field offices to do it.

The only instance where it would
becone an issue is where the effective date of
the rents would be different fromthe date of the
renewal. So I'll think about that and try to
make that clear in the neno.

Any questions, quickly? And I'l

take a couple of quick ones and then we'l | break.

VI TAL SI GNS

(301) 254- 2542

271



10

11

12

13

14

15

16

17

18

19

272

W' ve got to break.
MR. HERNANDEZ: | siah Hernandez.

One issue is the rising -- we're required, under
the terns of our contract, to review utility
al | omance schedules. W' re finding that the vast
maj ority have not been reviewed or updated in
years -- years upon years.

That's becom ng a concern that,
obvi ously, there are residents out there who are
at a nmuch | ower anount than they probably should
be. In our dialogue with sone of the field
staff, they're questioning our recomendations
and what's happening out there. So there's
probably a funding issue, in the future, that's
going to rise out of the recomendati ons, that
you need to be aware of.

Secondly, probably nore field staff
work mght be a notive in ternms of that utility

al | ownance requirenent and what's going to be
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happeni ng.

M5. WALKER. The question was --
utility allowances have not been reviewed for a
nunber of years with these contracts that you're
getting. W are doing the utility allowance
reviews at this tinme and, apparently, there's
sone disagreenent with the field office as to
what ?

MR. HERNANDEZ: No, No. | don't
think they are aware that we're review ng these
things, and we're comng up with a lot of active
recommendati ons to update sone of these utility
al l owances that are quite outdated and need to be
revi ewed.

So there's probably -- again, there's
been sone di scussi on about funding not being in
place. That's fine. But we have an obligation
to review and make recommendations. | don't want

this to be a continuation of holding back on the
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renewal -- because that is occurring.

M5. WALKER: Ckay. Well, one thing,
we' ve renoved the utility all owance fromthe
schedul e that appears on the contract or on the
notification. So the only thing that you' d have
to agree on, | guess, is the contract rent.

We have to nmake sure there's a
mechani smin place so that the utility allowances
can be properly recorded and refl ected and
approved and what - have-you.

If the contract goes into place and
the renewal is approved and there is additional
fundi ng needed, then that's going to be reflected
in the HAP. So the only issue is whether the
renewal is being held up. And | believe you get
to approve the renewals. | don't think that's
subject to field office approval, is it?

PARTI Cl PANT:  No.

M5. WALKER: So the renewal is not
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subject to field office approval.

MR. HERNANDEZ: That's not al ways the
case. | think that maybe there are sone people
that are doing that. But the contract renewals
are often being sent there (ph).

M5. WALKER: The contract renewal s
are often being reviewed by the field office?

MR, HERNANDEZ: Ch, yeah.

PARTI Cl PANT: (I ndi scerni bl e)
transition period.

M5. WVALKER: Is it the transition
peri od?

MR. HERNANDEZ: Well, | think so. |
think that's probably the biggest --

M5. WALKER.  So, officially, the
field office is responsible for the renewal. |'m
sure we can work that out.

PARTI Cl PANTS:  No.

M5. WALKER:  Uh-oh. |'mout of ny

arena, obviously.
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M5. LEAR  You're right: during the
transition period, the field office is taking a
sanpling to review contract renewals. But, de
facto, they should not be renewi ng every, single
contract renewal that you do. That was not the
intent of the transition period.

We specifically referenced them just
pulling a sanpling. And the sanpling was only
for a quality assessnent process. It was not to
revi ew your processing in ternms of approving or
not approvi ng.

All we were | ooking at and all we
want the field staff to do is to | ook at the
contract renewal to nmake sure that you are
processing themin accordance with the
requi renents for the contract renewal. That's
all there is. It should not be holding up -- and
| guess | have to preface that by saying, unless
there's sonething fairly egregious in there, that

we have to stop it, it is only for quality
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assessnment. Only.

And if it is sonething that is going
beyond that, then, obviously, we do need to be
aware of it so we can nmake sure we're clarifying
that to field staff.

M5. WALKER: But we've taken the
utility allowance off of the actual docunents
that you'll be processing for the renewals. So,
of course, if there are additional anounts that
i npact the funding, then that will be reflected
in the HAP paynents that you' re seeing.

MR. HERNANDEZ: It is a good idea to
have them revi ewed because, really, they are very
outdated and I think in resident (indiscernible),
| think it's inportant.

M5. WALKER.  1'Il nention it could be
at this point.

Ckay. One nore.

M5. DU. | have one and then |I'm

tal ki ng about the others.
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M5. WALKER:  Ckay.

M5. DU One is, on the budget --

M5. WALKER:  Your nane and
affiliation.

M5. DU. Lucie Du, from HFA

On the budget authority, we've been
actually actively been working with the field
offices as to setting the funding authority and
ever yt hi ng.

You were tal king about -- what we've
been doing is we've been getting the average of
the historical paynents and then we've been
appl yi ng whatever factor; whether it's price
percent factor or three percent or four percent
factor, depending on the rent increase nunbers
and what it wll allow us.

When you were tal king about the
differential between the gross rent potential,

ol d versus new, are you tal king about adding that
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differential -- actual differential or is what
we' re doi ng based on the percentages?

M5. WALKER. The question was --
she's been actively working with the field office
in ternms of establishing the budget authority
anounts. \What you' ve been doing is conputing the
average and applying a percentage increase based
on the percentage increase in the rent potential.

The question was is the difference between the
old rent potential and the new rent potenti al
going to be an addition to that.

We had al ways -- even when we were
usi ng the percentages, we had always wanted to --
actually, what the difference in the old
potential versus the new potential does is it
guarantees that the entire amount of the change
inthe rent is reflected in the formula. W had
al ways wanted to do that.

It's just, when field offices are
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having to do it manually, sonetines it was

easier -- especially since we were allowi ng a
five percent automatic increase -- to just use
the five percent. Because when they knew that
the rent increase was |less than the five percent,
then they just applied the five percent.

| would think that that technique
woul d still be acceptable. However, the
preferred way would be that if we know that, in
aggregate, the rents are going up by $50, 000,
that we get that $50,000 fully reflected and
l[imted to that amobunt. So that's the rationale
behi nd t he change of formul a.

Ckay. |1'mgoing to get out of the
way. And I'll let these people, who are much
better than | at sticking to schedules, deal wth
what cones next.

| thank you all for your tine.

M5. LEAR.  Thank you, Eil een.
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(Appl ause)

M5. LEAR. Are you going to stick
around for a little bit? So Eileen will be out
t he door.

A couple of things: W'Ill go ahead
and take a break.

If it's okay with Fred, we'll just
col l apse his two pieces to the end of the day.

If we could be back by 3:20 -- let's
say, a 15-m nute break.

Al so, the other thing is --

PARTI Cl PANT:  3:15.

M5. LEAR  3:15? Ckay. 3:15.

The question records -- we have |eft
bl anks out there. |If you have any questions, at
all, about things that we've uncovered today that

you would like to see a response for, if you
could just drop themoff at this front table,
we'll take themw th us.

Wth that, we'll see you back at
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3:15.

(Pause for break)

M5. LEAR. W're going to go ahead
and get started again. |f everybody could take

their seats. W're going to go ahead and
col | apse both of Fred' s pieces, schedul e-w se,
due to time constraints.

MR. TOVBAR  There are a few things
t hat have conme up during the day that | want to
reiterate before we get started on the things I
wanted to tal k about this afternoon.

One is -- as | was saying, the
| nspector Ceneral just conpleted the annual
departnental audit. |In it, there are two things
that they still point as material weaknesses for

us. One is in the area of financial control.

The other is in the area of systens. You all are

right in the mddle of both of those because you
use our systens and you handl e a whol e bunch of

our noni es.
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There's one thing that | heard
earlier that gave nme heartburn: and that is that
there may be sone vouchers that are com ng
through fromyou all with the assunption that we
have that they've been approved -- the anobunts on
t hose vouchers have been approved. That is not,
in fact, the case.

Fortunately, the process that we have
now, | think, deals with it all, works it all out
at the end of the year when we do a year-end
settlenment. But going forward, obviously, that
won't be the case. What we pay on a nonthly
basis w il be based upon that assunption that
what you all send to us is an approved anount
that's actually earned by the owner on the
particul ar nont h.

So we ask you to pay attention to
that to nake sure that what you're sending to us
is, in fact, the anmount that's earned by the

owners.
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The other thing is that Eileen said
of the budget -- the annual budget that you al
prepare, that you'll have sonmewhere between 60
and 90 days. The nunmber, | think, is 90 days.
It has to be in 90 days before the start of your
fiscal year

That requirenent hasn't changed.
Eileen hasn't -- |like some of the rest of us --
menori zed every | BPS and thought of its
inplications in every part of the country. So
she just stays in the details of what she deal s

with; and that's the noney.

But the requirenment -- the individual
performance standard is still 90 days in advance
of the end of the fiscal year -- start of the

fiscal year

PARTI Cl PANT:  Prior to --

MR. TOVBAR  The start. GCkay. The
start.

At any rate, that was one thing |
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wanted to clarify, to make sure that we didn't
have any m sunderstandi ng there.

Ei l een asked nme to speak to the issue
of the advance di sbursenent to you all on HAP
contracts. | know that |'ve been saying -- at
| east four, probably Iike six nonths, now, to
t hose who wanted to hear it -- that we were
working on this and it was sonething that -- and
| said February or March, at the | atest.

| always say that Pat Tonbar didn't
rai se her sons to be liars, but HUD has nmade ne
one. | give dates all the time and, for
ci rcunst ances, beyond the control of anybody,

that take place, the dates are m ssed and they

slip.

One of the things I'll tell you
all -- just a short story. But one of the first
experiences | had in comng to HUD -- and | cane

to HUD froma consulting firm As a consultant,

you live and die by your deadlines. You either
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make them or you don't eat -- you don't get paid.
So deadlines were sacred to nme. They were |like
Sunday. They were sacred.

Here, | m ssed one deadline that was
really inportant. And it was inportant to a | ot
of you all here because it was the first deadline
that we had for getting the Request for Proposals
out of the door. And | was told, as | cane in
one norning, we're not going to be able to get it
out on that date because we have to go up on the
H Il and have a neeting with sonmeone about this
RFP, and we can't do the neeting until sonetine
after the end of next week.

My heart dropped. | said, "What?"
And then the attitude: "OCh, yeah, we forgot to
tell you that we had to do this neeting, anyway."

So it was sonething that we controlled, too.

Anyway, | left that day, as upset as

| possibly was and probably as cl ose as |

probably was to wanting to | eave because this had
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vi ol ated sonething that was a principle for ne.
| realized that deadlines actually were
suggestions -- deadlines at this place are
suggestions and they're certainly not the |aw
And it's not because folks don't --

(I'ndi scerni bl e audi ence di al ogue)

MR. TOMBAR But the interesting
thing is that -- what | recognized is that the
deadl i nes were suggestions, because operating in
this place is so incredibly conplex. It is
difficult to get al nbost anything done, and so
much happens that is nmerely unforeseen and beyond
the control of those who are involved init.

Havi ng said that, though, we are
still commtted to the idea that you all -- that
the owners want their noney on the 1st. They're
used to getting it, even though the contract says
that we will give the noney to them-- | think
it's on or about the 1st or sonmewhere around the

1st or sonething like that. But it doesn't say
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"on the 1st."

PARTI Cl PANT: (I ndi scernible.)

MR TOMBAR No, no, no, no. |I'm
saying that the contract that we have with the
owners does not guarantee the noney there on the
1st of the nonth.

But, heretofore, historically, we' ve
paid the owners on the first of the nonth.

That's been, culturally, what they've cone to
expect fromus. So, with you all involved, they
don't have any expectations of anything other
than that, especially since we told them we were
going to nmake this as seanl ess and as transparent
to themas possible. So the expectation is stil
t here.

We realize, though, that if we get
the noney to you all on the 1st, that sone of
your banks, although they probably can, they wll
say that they can't because they want to get

float on the governnment's noney. They will say
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they can't turn it around in the sane day.

We have, heretofore, said | et us know
how much time it wll take your bank to turn that
nmoney around. And that will be the requirenent
that we'll have for you

To elimnate the need for that, what
we had hoped to do, starting this nonth or | ast
nmont h, was to advance the noney to you all for
requi sitions that had been approved. Now, in
this case, it would be for vouchers that have
actual ly been approved.

We gave an advance of the 1st of the
nmont h, so that you would have that noney sitting
i n your bank. The bank woul d be happy because
they get three days' worth of float, and you al
woul d be happy because you've got a guarantee
that the noney was there, and the owners woul d be
happy because they had a guarant ee.

Because there was a pretty good

chance, if you all did what you were supposed to
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do and the bank did what it was supposed to do,
that the noney would be there on the 1st, which
t hey have become culturally accustoned to.

W're still commtted to that. The
only problem-- the problem-- not the only
problem but the problemin this case was, the
very same people who changed the paynent process
for us in terms of the systens coding -- the very
sane people who were working on the year-end
settlenment that gave rise to the change in
paynment process, and the very sanme people who,
before that, were working on the audit, settling
all the books so that the 1G could finish the
audit are the sane people who need to do the
coding to do the three-day advance.

They can't do it all. As nuch as we
try, we only get 24 hours in our day around here
and fol ks don't work too nuch nore than ten of
t hose, anyway.

At any rate, that's where we are.
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But we're still working with it. In fact, we're
meeting with the CFO s office the last week to
di scuss this. W're going to have a foll ow up
nmeeting, sonetine; probably not this week --
given the fact that you all are here and we have
to entertain you and answer your questions -- but
the followi ng week, to finish up the requirenents
for that particular thing.

Wth that, I"mgoing to nove on to
talk, just a little while, about comrunications.

| have an hour left. There's a neeting | need

to run to that starts at 4:30. But we're going
to spend an hour -- a brief period of that tine,
tal ki ng on comruni cati ons.

But then | want to open it up.
think you all have been here, sitting patiently,
listening to us all day. And we want to hear the
things that are issues to you all, and then talk
about next steps and where we go fromthere.

communi cation. It's not worKking.

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

292

You didn't get the e-mail that says the paynent
process was going to change. W recognize that.

It's not working, in some ways. But
"1l tell you that | see that it is working in
sone ot her ways, and here's one indication: Fred
Tonbar doesn't get as many e-nails from contract
admnistrators, directly, as he did about five
nmont hs ago.

It means that you all are getting in
touch with sonebody el se to get the questions
answered. They nmay be going to Cyndy, now, |
don't know. But | think that they' re actually
going to the CAOM

One of the things, when we started
this effort, that we recogni zed was that we
needed sonebody on-site, neaning in the field
of fice, who would be the direct, day-to-day
contact with you all. For several nonths, during
the transition and inplenentation, we actually

didn't have those people in place, and certainly
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didn't have themtrained and brought up to speed
in the way that they needed to be to actually do
t he work.

| think many of our CAOMs in the room
can attest to the fact that we did the best we
could; sort of building the train as we were
riding onit. But we stopped in a station a
coupl e of weeks ago and actually provided sone
detailed training, had an opportunity to refocus
and | ook at where we are and retool.

The CAOM as you all know, can be a
tremendous asset for you all in terns of
communi cation; getting questions to them getting
i ssues to them because they ultimtely have the
pen that will sign and authorize your
admnistrative fees. So if they're issues that
i npact your ability to do your job, the CAOM
shoul d know about it. [If they are issues that
t he CAOM cannot resolve that are large in inport,

we have our desk officers here to resol ve those.
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The comruni cation that you all have
had between the CAOVsE, |'m going to encourage you
all. And I think | didit in the neeting that we
had | ast nonth with the National Council State
Housi ng Agencies. But |I'mgoing to encourage it
agai n, here.

There are a few states, | know, where
there are regular neetings going on with the
people in the field office -- CAOM supervisory
proj ect managers, and | think sonetines the
operations offices and hub directors even get
i nvol ved in these neetings -- regular neetings to
di scuss issues and to resolve them

| think they're inportant,
especially -- we're less than one year into this
thing. It provides, | think, a really good forum
for the discussion of issues and the resol ution
of issues. 1'll encourage you all to do that.
|'ve al ready encouraged our CAOVs. And if they

haven't taken the initiative to cone to you al

VI TAL SI GNS

(301) 254- 2542

294



10

11

12

13

14

15

16

17

18

19

20

295

and say, let's set up a regular one of these, bug
t hem because they shoul d be bugged and they
shoul d be doing this.

VWere it's happening, it works quite
well. Can | get hands that will attest to that?

Al right.

Talk to these folks if you need sone
nore proof of the fact that it works, and works
wel | .

W recogni ze -- again, | always say
it: your success is our success. So, in order
for you all to be successful, we need to know how
we can hel p you and what the issues are and have
a regul ar and constant way to resol ve probl ens.
That's one thing, in the way of communi cati ons,
that | encourage.

The other is -- and | apol ogi ze --
whil e there are frequently-asked questions, there
are not frequently-answered questions; at |east

not in a public forum
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So there are questions that conme in
that either fall into one or two categories. One
is that they are frequently asked, which neans
that we hear about themnore than three tines a
month. I n ny book, if nore than three folks are
asking these three questions, out of 36 contract
adm ni strators --

PARTI Cl PANT: (I ndi scernible.)

MR. TOMBAR  -- 37 contract
admnistrators, then we've certainly got an issue
there: alnost ten percent of our contract
adm nistrators are asking a question. That's
frequently enough to | et everybody know about the
answer .

The other category is the
sel dom y- asked damm good questions. Folks aren't
asking them naybe just because they haven't had
to deal with them But they are things that we
want to get out to everybody.

W started out with the best of
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intentions, to use a facility on our contract
admnistration web site, to put those questions
and their answers out there on a regul ar basis.
| amglad to see that we have nore than we had
two nont hs ago, but not nore than we had | ast
nont h.

So that neans that we're doing --
it's taken us about a couple of nonths to update
them That's changi ng.

| know, already, that | spent sone
tinme this weekend readi ng a subm ssi on of
about -- there were about six or seven questions
that came in with answers. Qher fol ks have cone
to me and said, hey, do you think this would nmake
a good frequently-asked question or a damm good
sel dom y- asked question, and | answer yes.

When you get the answer to it, and it
i nvol ves sonme research and things |ike that and
talking to folks in other offices around here --

li ke the one-dollar-off issue, those are the
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everybody on that web site that we have for
frequent| y-asked questi ons.

| commt to you that we will do a
better job of it because we have fol ks who are
taking it seriously, who are assigned to it. So
that's one way to nmake sure that happens.

The final thing that I'll offer in
the way of communication -- and then I'"mgoing to
open it up and ask you all what will you offer in
the way of communications -- is actually this:
Soneone suggested -- we had sort of a test case
in this thing.

Sone of you all canme in, back in
Novenber or Cctober it was, for a neeting that we
had to discuss the Section 8 paynent process and
sone of your issues with that process and sone of
your recomrendations to inprove it.

Well, that was the agenda on the

tabl e that day, but it got into |arger issues of
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contract adm nistration and what we could do to
i nprove the contract adm nistration effort.

And | appreci ate those suggestions
that canme in. W have considered sone of those.
They' ve actually been incorporated into sonme of
t he recommendati ons that we have to inprove the
Section 8 paynent process. But others were, as |
said, alittle bit beyond the bounds and scope of
that particular effort, that particular thing
that we were working on at that tine. Still,
we' re keeping those -- we have those and we're
consi dering those and noving forward with sone of
t hose as recomendati ons.

But this forumis a place for regular
communi cation and -- well, irregular
communi cation, | should say. Because irregular
Comruni cation is for your CAOM But this forum
is an opportunity for us to bring up issues that
have | arger inmport, that aren't just particular

to an Al abama situation or M chigan situation;
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inmport and | arger inpact.

So | encourage you all to continue to
cone here, but to help us to know how to make it
better. One suggestion |I've got already -- and
l"mgoing to take nore -- is to notify you al
sooner, so that you can get cheaper rates on your
tickets and better hotels. W got that one;
don't need to hear it again.

| thought that by saying it the
nmeeti ngs that we have, that you all would know.
But we'll do our best to actually -- 1 think to
tie themto the TRACS neetings, as well.

Because, in so doing, you all only have to buy
one ticket to cone out here, unless you want to
conme to Washi ngton

PARTI Cl PANT: While you're in such a
good nood, could you order warner weather, next
time for us fromthe South, anyway?

MR TOVBAR Well, let ne tell you.
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| was in the South this week and was very
worried -- | flew back yesterday. | was very
worried about not being able to get here today.
So | took the first thing that was junping out of

the city this weekend to get back over here.

But, yeah, I'ma Southern boy at
heart. |1'ma Southern boy, period. | grew up in
New Orleans, so I'mtired of this stuff. | can

deal with a week of winter and then I'mready to
nove on to spring.

M5. LEAR  Fred, the transcript --
the availability of the transcript in terns of
communi cati on?

MR, TOVBAR Ch, yes. There's a
gentl eman back here who is here because he is
transcribing -- or will have sonmeone transcribe
all of what we said here today.

We recogni ze that there were sone
fol ks who couldn't nmake it because of the short

timeframe that we gave you all to cone out here.
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things in these neetings that end up becom ng
policy, and folks hear it differently. So, to
make sure that we get it all down and get it
consistently --

| hope we have the opportunity to
review this and edit it before it goes out.

M5. LEAR  Yes. And, Fred, what we
woul d |i ke to propose is having it posted to the
web site.

MR. TOMBAR W certainly can put it
out on the web site, so everyone can have access
toit.

Yes?

M5. GREATHOUSE: Debora, West
Virginia Housing. TRACS has an announcenents
page which is where | find out about the TRACS
nmeeti ngs and other inportant information. The

contract adm ni strator page does not have an
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Wth an announcenents page, you could
have posted the neno that you handed out | ast
month -- | was there last nonth and got that --
and any other inportant announcenents. Rather
than trying to e-nmail everybody, just the
announcenents page, |ike the TRACS page has.

MR TOMBAR Geat. W'Il |ook and
see what the announcenents page |ooks like in
that. |If they have it, we can have it, too.

PARTI Cl PANT: Then you have to e-nai
themand tell themto nmake sure they go there and
read it.

MR. TOMBAR  You all check the
contract admnistration web site every day,
right? 1t's bookmarked.

M5. DU | actually did have a
suggestion on -- if the timng of the neeting
for the next neeting would be after the reporting
period. W have ten business days to put
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t oget her our reports --

(Si mul t aneous di scussi on)

MR. TOVBAR  Very good point. The
suggestion was for the timng of the neeting; to
make them sonetines outside of the reporting
peri od.

As you all know, contract
adm ni strators only have ten business days to get
us the report on their previous nonth's
activities. R ght now, we're in the mddl e of
that timeframe. And we'll pay nore attention to
that, going forward

(I'ndi scernible) attracts people
because if we have the things running sonewhat
concurrently, then theirs is going to inpact
t hat .

M5. PAULHUS: Fred, on the suggestion
Lucie just made: It was a great suggestion. The
problemis, if you |look at the entire cycle that

needs to be done for housing finance agency --
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like, if her report is not getting done, then I'm
trying to get TRACS out, and if TRACS isn't being
done -- so there's like a portion that | don't
think there's time in any nonth that's really
good.

MR TOVBAR So we can only do it,
like, on --

MR AUSMUS: We voted back here.

M5. PAULHUS: Samsaid, if she
doesn't get her part, none of us get paid. So
we'll let Lucie have her way.

MR, TOVBAR  Ckay. Good. W
recogni ze that business happens, of course, al
month long, so it is difficult to get those two
or three days where nothing is going on. |If
there's nothing going on, you |l et us know and
we'll find sonme other requirenents for you.

MR. KANI'S: (Indiscernible) on the
physi cal inspections directly from REAC?

Because, now, it goes in to the field office and
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they've got to then dissem nate the information
and those kinds of things. |If sonebody is away,
we may not get it.
MR. TOMBAR  The question is:

Coul d the contract adm nistrators get the
i nformati on on the REAC physical inspections
comng directly to them

It doesn't come fromREAC. | think
that we mght be able to get it directly to you
all if we have (indiscernible).

(I'ndi scerni bl e di scussion.)

M5. ZEMTIS: Nowit's on. Ckay.

Fred's right. It goes out -- there's
a gentleman, Robert Norman, that works in our
systens who now sends it directly to the CAOM.
What we could do -- in fact, one thing |I've
jotted down, already, today is to ask the CAOWs
to give us an updated; not only e-mail address

but also a mailing address for all of you.
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Because we've noticed that addresses have
changed, you've noved, so forth, since we first
got in touch

We could add this to the list; that,
perhaps, if you could give us a nane of a person
that should be getting these physical
i nspections, |I'msure we could have that
transmtted.

MR. TOVBAR And | should say, on a
physi cal inspection report, one of the other
things that we're hoping to do wth that report
is toidentify -- nowit just lists for the
entire state, all of the flags that we' ve had.
You've got to sort of find out which ones bel ong
to you.

M5. ZEMTIS: Actually, Fred, | think
it goes out for the entire nation.

MR. TOVBAR  Yeah. It goes out for
the entire nation but what it does is, for a
particular state, it lists all of the
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devel opnments that have had a flag on a physica

i nspection. Wat we're trying to do is revise
the report so that we could put sone type of mark
or identifier that these have been assigned to a
per f or mance- based contract adm ni strator

PARTI CI PANT: I n last Thursday's
report, the last colum that is now added shows
that this is CA --

MR. TOMBAR Look at that. W did
it, already. So, last Thursday's report -- if
you haven't gotten it yet, you'll probably have
it when you get back. But it's the very |ast
colum. So you have to go to the last colum to
see if it cones out to a CA

M5. HARRI SON: | have one problem --

MR. TOVBAR  Your nane?

M5. HARRI SON:  Sarah Harrison from
Chi cago. W have sone physical inspections that
REAC has done, but they never have come over on

Robert Norman's report. | have sent e-nai
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messages -- and they just aren't anywhere.
They're gone. They're in REMS (sp) and show ng
rel ease (ph). They've never cone over on the
report. Wat do we do with those?
MR. TOMBAR  The question was --

t hey' ve had sonme devel opnents that have had
physi cal inspections, but the information has
never showed up on one of the reports that we
have.

| f those -- the contract nunbers --

M5. HARRISON: | sent thema couple
of times and we're just waiting.

MR TOVMBAR We'll follow up on it.
Thank you, Sarah.

PARTI Cl PANT: (I ndiscernible) from
New York State. | was wondering if it would be
al so possible to get sone sort of direct
notification for things that are put in the

enforcenments, and particularly for those that are
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not goi ng because they have | ow physi cal
i nspection scores. |If there's a financial
reason, you really don't have a way of
recogni zing that, other than going to every
project and | ooking at the REMS system
MR. TOMBAR So the questionis, is

there sone way to get direct notification on
contracts in your portfolio that have been
assigned -- or accepted by the enforcenent center
(ph)? Wichis it?

PARTI Cl PANT: Well, actually, both.

But just |like they were tal king about
getting notification for physical inspection
reports, periodically. Because what happens is,
if it goes for other than the physi cal
i nspection -- if it goes for financial, we really
don't knowit. And we'd |ike to get sone sort of
reporting nmechanism that we would find that out

i mredi ately, instead of down the road sonetine.
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MR. TOVBAR  Ckay. So the suggestion
is to get sonething fromus on contract
devel opnents where we have contracts that have
been referred to the enforcenent center. And the
reason?

PARTI Cl PANT: Well, actually, if they
could give us a report with any of it, it would
be hel pful. But we can't see the physical
i nspection score -- if it's below 30, it
automatically goes. Those that go for financial
reasons, that they don't have reserves, that
there's whatever, we really don't have any way of
recogni zing that. W don't get any notification.

So what happens is -- right now,
we've got 747 contracts. W have to go into
every one, periodically, and see if anything was
checked off on the (indiscernible). If we could
get a report generated, it would tell us, wthout
having to go through the six mllion people and

CAOM
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MR. TOMBAR  And, actually, what this

speaks to is -- at one point, we were talking
about -- and still have, at |east on the plans
for the future -- developing a report server that

you all woul d have access to be able to generate
sone of these types of reports on your own, out
of REMS.

It's an infrastructure issue and an
expensi ve proposition for us here. But it's
sonet hing that we recogni ze would definitely have
value. But, in the neantinme, we need to conme up
with sonmething, a stop gap to solve this issue.

O her questions. Yes, ma'am

MS5. REYNCLDS: Julie Reynol ds,
Jefferson County. W're having a hard tine. A
(i ndiscernible) our MORs. W go out -- we've got
a couple of different scenarios. One, we go --
if property has had an unsatisfactory or bel ow
average five, six, seven tines in arow, we'll go

out there. Wen we go out there, we basically
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have no stick; is that correct?

| mean, you can -- this is ny point:
We've talked to the field office about what they
want us to do with these properties and what our
responsibility is to these properties. W're
supposed to assign risks to these properties,
saying how risky they are, in the portfolios.

Once we go through all of that --

(I'ndi scerni bl e si nmultaneous
di scussi on)

M5. REYNOLDS: We do for our
portfolios.

M5. DU If you do, it's not because
it's a requirenent under these RFPs.

M5. REYNOLDS: It's a requirenent for
our departnent.

PARTI CI PANT: It's not under the
contract.

M5. REYNOLDS: | understand that.
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We can support an unsatisfactory? Do
we just walk away until next year? | guess
that's ny question.

MR. TOVMBAR: Not at all.

M5. REYNOLDS: Tell us what our
responsibility is and tell us what we can do.

MR. TOMBAR  Ckay. One stick that
you do have is that you can abate Section 8
paynments right away. And you don't need --
al t hough they may want you to do it, you don't
need the approval of anybody in a | ocal HUD
office to do that.

PARTI Cl PANT: Yes, they do.

PARTI Cl PANT: Yes, they do.

M5. REYNOLDS: | wouldn't do it
wi t hout approval of nmy HUD offi ce.

MR. TOVBAR  Who said you do?

PARTI Cl PANT: They need to work with

the HUD offi ce.
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M5. REYNOLDS: We do work with the
of fice.

MR. TOMBAR | would say work with
the HUD office, but --

M5. REYNOLDS: We do. We work with
them every day. And | would never do it wthout
t heir approval but --

PARTI Cl PANT: Do they have to
approve? That's a question. Do they have to
approve it or not, Fred?

MR. TOMBAR | f | renenber
correctly, and -- I'"mnot going to recommend - -
(Si mul t aneous di scussi on)

M5. MEYERS: This is Margaret from
(indiscernible). The ACCis very poorly witten
on that aspect, and it gives us no clear guidance
on what we can do and can't do, and you al
refuse to change it.

M5. LEAR Let ne see if | can try
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and help you here. Wth unsatisfactory or bel ow
averages -- actually, with any managenent review,
our expectation is that, in witing it up,

obvi ously, these are not arbitrary and capri ci ous
ratings. They are supported by what you're
witing up.

Then our expectation is that you wll
foll ow up, to ensure that the owner is taking the
corrective action, as stated in the managenent
revi ew.

Al so, by the sane token, because they
are bel ow average and unsatisfactory, those are
required to go into the HUD field office. The
HUD field office needs a heads-up because,
technically, what's going to happen wth that
property if it is going down the wong road
because of the findings that you' re maki ng and
the ratings you're giving, it could very well be

that we, HUD, as an agency, wll also have to
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work with you because we may have to take, if you
will, legal action for cause, whether it's a
regul at ory agreenent or not.

So, no, we do not want you wal ki ng
away. The preposition is that you are our eyes
and ears out there; you will docunent it; you
will be the beginning of our adm nistrative
trail, should we have to take aggressive action
wi th that owner.

M5. REYNOLDS: But that trail has
been there.

M5. LEAR  Well, that may be the
case.

We, also -- | can tell you | know,
fromwhere | cone from because of |ack of trave
noney, we have properties that haven't been seen
inl can't tell you how long. And just because
t hey' ve been operating and operating poorly does
not nmean, fromthis day forward, when you perform
t hat managenent review, that that was okay.
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Al it's saying is that it was done.

It's water under the bridge, going forward. |If
you are finding things that are problematic, they
have to be docunented, and we wll follow
t hrough; "we" being you, the PBCA. And if it
is -- if the problens are extrene enough that HUD
has to becone involved, in terns of having to
take action agai nst those contractual agreenents
that we have responsibility for, such as the
regul atory agreenent, we wll.

We actually expect -- and | think
this al so goes back to the issue in New York with
not being apprised of things that are going to
the enforcenent center. This is a partnership
between the HUD field office and the
per f or mance- based contractor. None of these
happen excl usi vely, beside thensel ves.

Qur expectation is that you are
working directly with that HUD field office,

especially when you hit a situation like you're
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t al ki ng about, where these people have to be
noni t ored even nore so because there are, |'m
assum ng, just a whole array of problens that
need to be resol ved.

And if we have an owner -- if you' ve
said it's been unsatisfactory, year after year,
and it's been habitual and he has not cured, it
seens to me that he's not going to cure it this
time, either, so you will have to work with the
field office.

MR. KANI'S: Five years of
unsati sfactory. Wiy would we even get turned
over that property?

PARTI Cl PANT: Isn't there
(i ndi scernible) that they would recomrend
(i ndiscernible) Section 8 abatenent?

PARTI Cl PANTS:  No.

(I'ndi scerni bl e sinmultaneous
di scussi on)

VMR, TOVBAR: | think | remenber this
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issue -- in spite of what the |lawers m ght be
sayi ng.

We've tried to be clear on this one
in that, for abatenent, that you would not have
to get the approval of the HUD office; but,
certainly work with the HUD office. Notify them
that you intend to do it. | nean, it's just a
CYA t hi ng.

PARTI Cl PANT: (I ndi scerni bl e)
recomrend that first because --

PARTI CI PANT: O course, you
recomend, first. But the issue is, do you have
to wait to get approval. And there's a
di fference between working with them and waiting
to get approval.

M5. LEAR. The issue on the
abatenment -- what | renenber very vividly when
we were doing the RFP, because there was a
guestion whet her or not we woul d have PBCAs do

that -- is that if it is abated, you wll
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continue to receive your admnistrative fees for
those units. And that seened to be the big
concer n.

But you were to work with the field
office on the abatenent. You coul d abate.

MR. TOMBAR  Yeah, but the issue is,
do they need field office approval in order to
abat e.

PARTI CI PANT: If the field office is
not respondi ng, can we take action w thout
speci fic approval ?

MR. TOMBAR We will check that one
and get back to you.

My understanding -- and | haven't
read that particular section, however poorly
witten it may be.

PARTI CI PANT: It doesn't give us very
much aut hority --

MR TOMBAR | will grant you that
the only enforcenent authority that you do have
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is the ability to abate. | nean, beyond
threatening very loudly and scream ng through the
phone, it's abate. |It's to hold back the noney.

And | do renmenber that, as we were
going through -- | think I remenber, at |east, as
we were going through the drafting of the
Requests for Proposals, that we didn't want to
encunber this process, sort of the one stick that
you all had, by having multiple | ayers of HUD
review -- and any |ayers of HUD review, if I
remenber correctly.

There may have been soneone who

i npressed differently on the issue, so sonething

el se cane out of the resolution. | apologize.
don't renenber the details that well. But we'll
check it and we'll certainly get back with you

all soon; maybe Thursday.
M5. LEAR. Fred, there's one nore
thing I want to add. When they conme into the

office wwth those kinds of ratings, we also flag
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the 2530. So there are things that start kicking
inimediately. 1t's not nothing happens.

MR. TOVBAR  Karen.

MS. ANDERSON:. If you're not getting
good help fromyour field office, perhaps your
director can go to the HUD director and say --

M5. REYNOLDS: W talk to our HUD
director every day. W have great comruni cations
with our field office. It's not that we're not
communi cating with them and they don't understand
what the problem properties are.

From what our understanding is -- and
we' ve never been told this. But it's kind of our
understanding that they live in the political
climate and their political climate is, it's a
l[ittle bit better for themnot to do it but it's
alittle bit better for us to do it because we
don't have the political climte they do. Now,
they have not said that. That's the

understanding that | get fromit. That's ny
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under st andi ng.

MR. TOMBAR Here's the thing --

we'll check to see where the authority is.
The issue was -- that Karen raised --
and that's Karen from M nneapolis -- was you need

to work with your HUD director to work with the
field office on these issues.

Certainly, that's -- but, | nean,
we're saying here that -- | don't know if you
have to talk to the HUD director every day,
but -- and there is, indeed -- we do operate in a
political climate here. But the bottom of that
(indiscernible) at its base, what's inportant
about this is making sure that we're protecting
the rights of the tenants in those devel opnents.

And if there is an owner who is not
doing right and you go out and you
(indiscernible) and it's unsatisfactory, then we
shoul d not be paying the good governnent's noney.

| know, | just finished doing ny taxes and, |

VI TAL SI GNS

(301) 254- 2542



10

11

12

13

14

15

16

17

18

19

20

325

don't want ny noney going to pay sonebody who's
not doing right with the prograns.

We certainly should -- you al
certainly should be able to abate and we shoul d
certainly support you all in that. |If that's not
happeni ng (indiscernible) bring it up. It's a
big issue systemcally. W'Ill deal with it and
we'l | put sone backbone in sonme of our fol ks on
the local level to nake sure that we get it done.

Dave?

MR. BARRICS (sp): | wanted to --

MR. TOVBAR  Your nane?

MR BARRICS: It's David Barrios from
San Francisco. | wanted to throw sone caution on
the use of the words "abatenent"” and "suspensi on”
in Section 8 because we've had sonme bad
experiences on those things.

Wen we abate, we basically cut off
(indiscernible). And we cannot put it back.

When we suspend, we can put the Section 8 back
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in, the issues are resolved (ph).

Because it happened to us in San
Francisco -- | don't know about the rest of the
country -- where we used the word "abatenent."”
And once the project is repaired and we're ready
to put the Section 8 back in, they canme in with
this | egal argunent that you can't restore the
Section 8 because you've abated it.

(I'ndi scerni bl e sinmultaneous
responses)

MR. TOVBAR W don't have suspension
as even an option.

But let me just say this, and we'll
nove on fromthis issue. Abatenent is the only
stick that we've given to the contract
adm nistrator in the way of enforcenent. | do
not have a problemw th not paying and never

goi ng back to pay for housing that the owner is

not providing -- that the owner is providing that
doesn't neet Housing quality standards. |If
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there's an issue, we shouldn't be paying for it.
That's sinply it.

PARTI Cl PANT: \What about late
recerts, Fred? Now we're being told by TRACS
that 14 nonths in, if we don't have recerts -- if
they're nore than 13 nonths old, we're going to
have to abate -- "abate" is the termthat's been
used by the TRACS fol ks -- the paynent for that
unit for however long it takes to get the recert.

MR TOVBAR W're not there yet,
but we're getting there. W certainly are -- |
mean, |I'Il tell you, this is after having fought,
for the past six weeks, with the 1 G on these
things. They are requiring us to get tough. |If
the owner is not doing what they're supposed to
be doing, they're saying, you shouldn't be paying
them And they're right.

PARTI Cl PANT: |'m not di sagreeing

wth them [|'mjust saying, we're supposed to be
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doing that, right?

MR TOMVBAR Right.

PARTI Cl PANT: The term that HUD uses
for us to do that is called abatenent, and it

does get turned back on to that unit, in spite of

what - -

MR TOMBAR |I'mgoing to tell you
all, over the past three weeks, |'ve probably
dealt with -- and it's not abatenents; it's

actually to contract adm ni strators'
adm nistrative fees. W wthheld adm nistrative
fees -- and it wasn't any perfornmance-based
contract admnistrators; it was for
non- per f or mance- based contract adm nistrators.
We withheld adm nistrative fees because they
weren't Conplying with sonme ternms of the
contract.

Sonebody said, "Oh, they fixed it.
You can go back and pay themnow. " |I'm |I|iKke,

"Not no; but hell, no." You know, if you didn't
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do what you were supposed to do, you don't get
paid. That's just basic -- help ne, Lawyer:
isn't that basic contracting stuff?

M5. MEYERS: |'msorry. Say that
agai n, please.

MR. TOMBAR If you're not neeting
your end of the contract, then we have no
obligation to neet our end of the contract,
right? |If you' re not doing what you're supposed
to do, we don't have to pay you for it, right?

M5. MEYERS: | guess | would say that
if you find yourself in court, where both parties
are in breach of contract, it's not necessarily
all that clear.

What you woul d prefer to have in your
contract is sonething that says, if you do not
conply, | do not have to pay you. It's much
better that way. You wll automatically get the
right for you not to performwhen soneone el se

fails to perform
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MR. TOMBAR | hope that our |awers
were a little bit nore clear on those sections in
that particular -- they weren't.

M5. MEYERS: A suggestion m ght be
that if you do issue sonething, a guidance on
whet her or not we can use abatenent process is to
make sure that you give clear definition of what
you consi der abatenent to be and whet her or not
those funds are sinply being held and can be
restored or not. So that, if we choose to take
sone action, we're clear about what the inpact
wll be on the project.

M5. BROMN: Diana Brown. It mght be
hel pful, if abatenment is the way that we can go
as an enforcenent tool, that guidance woul d be
given to the CAs so that we know what we woul d
have to do before the abatenent is actually
i ssued. Because if we just take that step,

W thout consulting with HUD, if it hasn't gone

all the way to CGeneral Counsel's Ofice for |ega
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review, then it could be a problem Because |
know, in the field offices, when they do it, it
has to have a |l evel of legal review before it's
actual ly issued.

MR, TOVBAR Here's the thing. The
suggestion was, once we get it clear, we put it
out there and let you all know.

She pointed out that, in the past
when the field offices have been involved with
abat enent actions, they had to undergo sone |eve
of legal review before we would actually pay.

| appreciate that. You're right. W
need to: one, get clear about this and |let you
all know, clearly, what the guidance is going to
be on this one; two, that we need to nake sure
that we have all the i's dotted and t's crossed
on this one when we get to this.

Because it is a stick and it is the
bi ggest one that you all have, and it's one of

t he bigger ones that we have. It does have
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political inpacts, as some have nentioned up in
here, that we have to deal with and we need to
make sure that we're on firmlegal standing and
ground when we do it.

Having said all that, here's the
thing: The basic thing is that we don't you al
to be soft on the owner. W don't want you to be
excessively hard on the owners, unnecessarily.

You' re there because we can't be
there. We weren't there because we didn't have
the resources to be there. You're out there,
you're finding out some things that we didn't
know, and rightly so. Now, we're saying, fix it.

Let's work together. Let's get it done.
Hopefully, we'll get cooperation fromthe owners
and all it takes is a notification that sonething
isn't quite right.

But if it takes nore than that and
they're being recalcitrant in sonme ways, we have

sonmething to work with. |If they're going to be
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stubborn, then we're going to be stubborn right
back.

So, that's it. 1'mnot saying, as
soon as you go out and you have an unsatisfactory
manager that the next thing you do is abate. It
may be that a really good docunentation of it --
the person puts together a well-thought-out plan,
they're neeting every mlestone that they have on
that plan, they' re doing what they need to do,
and the issue is being resolved. Hopefully,
that's the way we can approach these things.

But there are sone fol ks who just --
| nmean, we have them unfortunately, out there;
bad owners that just don't care. And where they
don't care, we don't care about w thhol ding the
money fromthem So that's the issue.

MR. KANIS: (Indiscernible) letters.

We have some owners that won't respond on the
physi cal inspections with EH&S itens and where

they haven't responded to resident conplaints.
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We just dictated two | ast week on
sone that went out like that. And we told them
we have to consult with HUD about the
possibilities of abatenment or termnation if you
don't respond. This is after we've witten them
and called themand witten them and call ed them
and witten themand called them | don't know
where we are on them today.

MR. TOMBAR  FEric?

MR. STRONG Still sone issue,
(i ndi scernible) problens. From what |
under st and, when our folks go out for a
managenent review, | nmean, we're certainly not
doi ng a physical inspection. W' re doing
observations. And we have found properties that
had great REAC inspections, but sone that | ooked
i ke nothing any of us would want to live in or
want any of our residents to live in, but they

had scored a 95.
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It's ny understanding -- | just
wanted to confirmthis -- that, really, in that
sort of situation, about all we can do is to,
through the field office or directly -- and I'm
not sure which -- request a REAC confirmatory
i nspection; is that correct?

MR. TOMBAR Fromthe field office,
you can call and request it.

Sonetines, you may |l ook at it and say
t he person either went to the wong address or --

(I'ndi scerni bl e sinmultaneous
di scussi on)

MR. TOMBAR Certainly, go to the
field office. In that case, when you go out and
do a managenent and occupancy review, and you say
there's no way possible the person was alive that
coul d have given this one a 95, let the field
of fice know and they'll put it in to REAC to have

it reinspected.
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I n the back
M5. ATKINSON: Joan Atkinson
Maryl and Departnent of Housing. Wen is the
revised 9834 Com ng out?
M5. LEAR It's not out. The
mar ked up one is out.

MR. TOVBAR  The question was from
Joan Atkinson in Maryland: Wen is the revised
9834 Com ng out.

M5. LEAR It's in OVMB. There's no
way of know ng. Wat we've been sayi ng and what
we'll continue to say is you, unfortunately, have
to live with the narked up 9834. It's going to
be out for comment, ny understanding is, fairly
soon.

M5. ATKINSON: Gkay. And then to
pi ggyback that -- because, based on the
handbooks, there's a percentage of units,

technically, that you' re supposed to inspect.
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But the revised 9834 kind of elimnates that
requirenent. So should we inspect the units or
just stick to the files?

M5. LEAR  You won't be inspecting
units, per se. That's a REAC function. W have
had to keep very clear lines of protocols on who
i's responsible for what.

However, | wll also say that because
of what we need you to |look at -- | nean, we need
you to look at things |ike what they're doing in
terms of unit readiness. In terns of unit
readi ness, you would probably I ook at a vacant
unit because there's questions you have to ask
that you have to respond to on the form So, in
terms of unit inspection; no, you' re not doing
t hat .

However, | will also say that if
t here has been a physical inspection, you're

required to do followup with the owner: the
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owner has provided you follow up information; you
happen to go out and be on site for a managenent
review, and everything that he has said, as an
owner, that he's done, you go out and find out he
hasn't done anything. So it's no unit

i nspections, per se.

WIl you be |ooking, in general, at
the property? Yes. WII you be |ooking at
certain things in order to answer how they're
operating at the property? Yes, you will. And
because of that, the owner will have to still
give notice that you could be looking in units,
but not for an inspection.

(I'ndi scerni bl e si nmultaneous
di scussi on)

PARTI Cl PANT: Can we go into
occupi ed units?
M5. LEAR. Again, it depends on the

intent of what you're trying to do. If you're
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followi ng up on physical inspection and it
happens to be -- I'"'msorry -- on a REAC

i nspection and the sites happen to be in occupied
units and you want to nake sure what the owner
said he did, in terns of foll owup, yes, you can.

PARTI Cl PANT: Okay. Assunme no
physi cal follow up; just a nmanagenent review.

MS. LEAR | can't see -- well, you
still could go into occupied units if you're
trying to determ ne how the owner/agent is
managi ng the property in terns of maintenance --
| mean, you're going to have questions you have
to answer on that managenent review formthat
require a certain anount of information
collection. And you can't do it by just doing a
tenant file review It can't be done.

M5. DU I'malittle confused
because | don't know -- where, in the marked up

9834, does it say you don't need to do unit
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i nspecti ons?
M5. LEAR. REAC is doing the
i nspections, period.

M5. DU No, no; but as a part of the

M5. LEAR  The managenent occupancy
review does not require you to do unit
i nspecti ons.

M5. DU How could you assess
their --

MR TOVBAR It's a term nol ogy
t hi ng.

M5. LEAR Yes. It's semantics,
totally. W' re tal king about physical
i nspections. You will not be doing physical
i nspections because REAC does it.

MR. TOVBAR But will you be going
into the unit and observing things? Yes.
Reviewing things? Yes. But will you be

i nspecting? No.
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M5. DU. Not froma REAC sense.
(I'ndi scernible) the units, occupied and vacant,
to see how they --

(I'ndi scerni bl e sinmultaneous
di scussi on)

MR. THOVAS: Francis Thomas of New
Jersey Housing. In the ACC contract, they
specify -- there's a section in there which
(i ndiscernible) -- that specifies, for every
hundred units, we have to go in and inspect, say,
five. (Indiscernible.)

(I'ndi scerni bl e si nmultaneous
di scussi on)

MR. TOVMBAR: There's a table on
page -- on the third page of Section 3 of the
RFP, Section 3, Exhibits A and B, that deals with
the file review

MR. THOVAS: Tenant files review --

MR. TOVMBAR  Yeah. That's about

files.
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MR. THOVAS: -- not units.

(I'ndi scerni bl e sinmultaneous
di scussi on)

MR. TOVBAR O her questions?

M5. SANCHEZ: Pilar from Texas.
Just a suggestion -- since we've been talking
about things that we need gui dance on fromyou --
is sonme utility all owance recommendati on
procedures. The ACC only says we are to
recommend i ncreases or decreases. Then | hear
that some CAOMs are really looking for us to make
deci sions and approvals on increases. So it's
not clear on what steps to take on utility
al | onances.

Wen we nmake a recommendati on, who
actually approves it? Wat do we submt to the
field office? Wen is it approved and when is it
i npl enent ed? Because the utility all owance CAOM

has been taken off the rent schedule form so
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where is it ever reported now? So, we need
gui dance.

MR, TOMBAR | think Ei|leen was
saying that that was part of sonething that
she'll prepare to give to you all. W'l
certainly follow up with sonme instruction on
utility allowances, how the process is supposed
to work.

O her issue?

MR. HERNANDEZ: | think the great
work that you did on the revision of the voucher
process got a little overshadowed by the
nullification or lack thereof. But it was great
wor k, and thank you.

MR TOMBAR |I'Il take the credit but
| didn't do anyt hing.

Al right. Let nme speak to another
issue. And it's not a conmmunications issue. |
don't know what to call it but it's sonething
that |'ve becone aware of and | would be rem ss
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if I didn't nention it here.

| recognize that in sonme of our field
of fices, we have overzeal ous project nmanagers and
supervi sory project managers in sone places that:

one, the project managers have done what you al
are doing for sone tine, and still feel really
tied to the particular properties that are now in
your portfolios. | think they are |ooking for
opportunities to instruct you on howit should be
done because that's the way they did it for the
past years.

Then we have supervi sory project
managers who think that the goal here is to catch
you all in making a m stake. So they're out
there to put pitfalls in front of you, so you can
fall in them and tell you "I told you so" when
you do.

| hope that we've done sone things to
mtigate that and, really, elimnate it

altogether. But if it's still happening, it is
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sonet hing that you need to conmmuni cate to your
CAOM In fact, let your CAOM know, but let nme
know, directly. | want to know about that.

|'ve spoken to our field | eadership

about this. | don't think that attitude, in any
way, helps you to do well, helps us to do well,
as a unit here. | call it the whack-a-nole
mentality, where -- the ganme where the nol e pops

its head up and you hit it over the head. It
doesn't work. It only |leaves you with a
headache.

This i s performance-based
contracting, so we will hold your feet to the
fire. 1In the perfornmance-based contracts -- in
spite of what the lawers in this room m ght
say -- we're explicit about what the requirenent
are, and we're going to hold your feet to the
fire there.

But we want you to succeed. Your

success IS our success, again. | nean, it's
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to use it.

So, where you nmake your m stakes, we
want to provide technical assistance and foll ow
up, to nake sure that you don't make those
m st akes again in the next nonth and the
subsequent nont hs.

So that's where we are. But to the
extent that we have the overzeal ousness going on
inour field offices, let us know about it,
directly, here, so we can do sonmething to contro
it. Because | think it's sonething that serves
to the detriment of this effort rather than the
betterment of it.

Gene?

MR. RAICA: Cene Raica from
(indiscernible). It mght be easier if you pass
out directives to be passed on to the overzeal ous
seni or property nmanagers. W tell them but

unl ess they get sonething that originates here,
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they still think that they have undue control
It could be informally. The CAOMis doing
everything else. They could pass that on to
them as well.

PARTI Cl PANT: (I ndi scerni bl e)
pr ot ocol thing.

MR, TOVBAR W'Ill do sone foll ow up

W started with the directors in the | ast

conference call. W have a bi-weekly conference
call. W have another one com ng up this week.
"1l mention it again. And we'll put out

sonmet hing that doesn't seem overbearing, in the
way of an e-mail, to remnd fol ks about it. If
it will help, we'll do that.

| know, in sonme places it's nuch

worse than others. Werever it is, | don't think
it really helps us at all. So |let us know about
that and we'll take sonme steps to try to

elimnate it.

Eric?
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MR. STRONG Fred, | just want to
say, fromthe way the RFP was done in the ways

that inplenment a transition --this has been a

] oy.
(Appl ause)
MR. TOVMBAR | appreciate that.
| remenber when | first started

meeting wth sonme of you al

conf erences and what not .

from ot hers experience and m stakes. But |

appreci ate that.

And it's a testament, | think,

only to what we're trying to do here;

al | .

| know, sonetines we've had sone rea

difficulties with it -
The last ti me she was

a pl easant experience,

- and Margaret cane back

inthis building, it wasn't

| don't think.

W have resilient folks in all

corners of the state.
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PARTI CI PANT: It was a year ago.

MR. TOMBAR | always told the
folks -- and | think these are the roons where we
have the systens training. | always say to the

fol ks who cane to the latter sessions of the
systens training that "You all have got it so
much better because you're starting after the
first fol ks. ™

|'"'man ol dest child and ny parents
experinmented on nme. | think, to sone extent, we
experinmented on M chigan and Massachusetts and
|l owa and other folks that started in the first
couple of nonths. And you all benefited greatly
fromit.

The very first kickoff conference
that we had was a | earni ng experience -- a
pai nful |earning experience, at tines. But we
got through. W prevail ed.

Jessica Gantling who sonme of you may

have nmet -- she's ny program assistant. She's
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been the one who's been getting the ACCs that,
for sonme reason, were stuck in here and coul dn't
get out. And, again, |'ve been nmade out a liar
because | prom sed you'd get themtonorrow or get
them the next day. And, for sonme reason, they
just didn't get out of here.

Anyway, she was asking ne, "Wiat's
the deal with these ACCs?" | said, "How nuch
time have you got?" She said they're probably
the sane for every organization. Al you' ve got
is a signature page (indiscernible). But it
wasn't quite there.

But, at any rate, through it all,
think we've gotten to a place -- if | had to give
us a grade, | think, back in Septenber in San
Franci sco when were at the National Conference of
St ate Housi ng Agencies Meeting, | left there,
feeling that we were doing a Bto B+. In spite of
sonme of the things that | heard, | felt pretty

confort abl e.
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Then, the next time -- and | can't
remenber when that was -- that | talked to a
bunch of you all, I felt like we had | ost sone

footing; that we had noved down to the B- range.

For some reason, |I'mstarting to fee
a whole lot better about things. | think we're
getting back to the B to B+, recognizing that we
have work to do.

My hope is that we can |l ook at this
thing a year-and-a-half out and that we' ve got
nmont hs and nonths of A s going.

| told you -- | didn't lie in this
case -- that the transition was going to be
difficult, that it was going to require
flexibility, but we were going to get through it,
and that all we needed to do was work through it
in the spirit of partnership.

| thank you all for that. | thank
you for being here. More inportantly, | thank

you for being out there. Thanks for com ng.
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concl uded.)

(Appl ause)

(Wher eupon, the focus group was

CERTI FI CATE OF TRANSCRI BER
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|, Magaret Caraway, Tape
Transcriptionist, do hereby certify that the
foregoi ng pages are a true and accurate
transcription, made by ne to the best of ny
ability, froma copy of tape recording produced
by Vital Signs; that any inaudible or
unintelligible tape segnents are parenthetically
indicated within the body of the transcript; that
t he proper designations of speakers were not
al ways clear fromthe given materials; and that |
am nei ther counsel for, related to, nor enployed
by any of the parties to the action in which this
proceedi ng took place; and, further, that | am
not a relative or enployee of any attorney or
counsel enployed by the parties thereto, nor
financially or otherwise interested in the

out cone of the action.
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CERTI FI CATE OF TRANSCRI BER
|, Laurie Knisley, Tape

Transcriptionist, do hereby certify that the
foregoi ng pages are a true and accurate
transcription, made by ne to the best of ny
ability, froma copy of tape recording produced
by Vital Signs; that any inaudible or
unintelligible tape segnents are parenthetically
indicated within the body of the transcript; that
t he proper designations of speakers were not
al ways clear fromthe given materials; and that |
am nei ther counsel for, related to, nor enployed
by any of the parties to the action in which this
proceedi ng took place; and, further, that | am
not a relative or enployee of any attorney or
counsel enployed by the parties thereto, nor
financially or otherwi se interested in the

out cone of the action.
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LAURI E KNI SLEY, Transcri ber
CERTI FI CATE OF TRANSCRI BER

|, Lori Gerhardt, Tape
Transcriptionist, do hereby certify that the
foregoi ng pages are a true and accurate
transcription, made by ne to the best of ny
ability, froma copy of tape recording produced
by Vital Signs; that any inaudible or
unintelligible tape segnents are parenthetically
indicated within the body of the transcript; that
t he proper designations of speakers were not
al ways clear fromthe given materials; and that |
am nei ther counsel for, related to, nor enpl oyed
by any of the parties to the action in which this
proceedi ng took place; and, further, that | am
not a relative or enployee of any attorney or
counsel enployed by the parties thereto, nor
financially or otherwi se interested in the

out cone of the action.
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LORI GERHARDT, Transcri ber
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