Housing Choice Voucher Program —
VMS, 2010 Update and Cost Savings
Measures

October 8, 2009



Broadcast Topics

VMS Enhancements and Reporting
VMS/PIC Data Review for 2010 Funding
“Get Ready” for 2010 Letter

Program Utilization

Cost Saving Strategies



Voucher Management System — Enhancements
and Reporting Notice

September Release Enhancements

--PHA POC will receive an e-mail when HUD
has acted on a hard edit response —
approved or disapproved

--Comment field at the end of the form is
converted to memo format, enabling PHA
to enter as many characters as needed



Voucher Management System — Enhancements
and Reporting Notice

September Release Enhancements

System will lock all records until the open
record is completed = PHA can work in one
record at a time — supports edit process

Error messages are added to fields for DHAP
to HCV conversion vouchers



Voucher Management System — Enhancements
and Reporting Notice

September Release Enhancements

--Total HAP Expenses display is corrected to
include all needed fields (HAP After the First
and FSS Deposits)

-- October: new fields for 2008 and 2009
Family Unification and Non-Elderly Disabled
Vouchers



Voucher Management System — Enhancements
and Reporting Notice

HAP expenses after first of the month -

--Intended to capture only HAP costs for contracts
effective after the first of the month

--Does not include checkf cut or issued after the
first for contracts in place on the first

--Does not include manual payments unless they are
for contracts after the first of the month

--The method and timing of the payment is not the
determinant; it is the period it covers



Voucher Management System — Enhancements
and Reporting Notice

Goal: To capture all HAP expenses for the first of
the month in the individual categories and the
balance of the month in this category

Examples
Why is this important?



VMS and FASS Reporting Requirements and
Sanctions Notice

Reiterates reporting requirements for both
systems

Clarifies type of reporting entity and
requirements

Sanctions for non-reporting:
FASS — 16™ of 3" month
VMS — 1% of month after reporting period



Voucher Management System — Frequent
Questions

* Reporting Fraud Recovery Receipts

-- Fraud recovery receipts are a component of the
NRA, but HUD has not included it to date

-- PHAs should commence reporting in this field only
that portion of the recovery that accrues to HAP/NRA

> PHA retains the greater of 50% of the amount
recovered or the actual and reasonable costs of
recovery



Voucher Management System — Frequent
Questions

* Reporting Fraud Recovery Receipts

>Balance to be recorded as fraud
recovery

-- PHAs do not need to revise prior reporting
now

-- Amount recorded as HAP expenses is not
adjusted for the recoveries



Voucher Management System — Frequent
Questions

* Reporting Fraud Recovery Receipts

-- Examples:

> PHA recovers $1000 at a cost of $S300;
PHA records $500 fraud recovery

> PHA recovers $1000 at a cost of S700; PHA
records $300 fraud recovery



Voucher Management System — Frequent
Questions

e SO HAP Participants

— Active participants at SO HAP are counted for
purposes of UMLs and HAP costs

* Itis accurate to include these in total and PUC
— Participants who are terminated or transferred to

a different housing assistance program are not
counted in either UMLs or HAP costs



Voucher Management System — Frequent
Questions

* Eligible Sources for HAP Costs

— HAP Budget Authority, NRA (HAP equity), NUA
(administrative fee equity / reserves)

— Funds not tied to another rental assistance
program

— HUD will collect data on use of NUA to support
HAP costs via VMS

* Ineligible Sources: Funds from other rental assistance
programs (HOME)



Voucher Management System — Frequent
Questions

* Reporting Abated HAP

— A unit where the PHA has abated the HAP is still
under HAP contract and lease

— PHA reports the UML and reports SO HAP during
the abatement period

— PHA ceases reporting UML if contract is
terminated

— If HAP is abated for HQS violations, HAP is not
restored for abated period upon correction



VMS and PIC Data Review for 2010 Funding

 HUD plans to use VMS data for mid-month
costs

-- Reporting should now be consistent in this field
-- Reporting should be virtually complete (rate)
 VMS data must be deemed reliable to be used

-- Data will be compared to PIC database for
reasonableness and consistency



VMS and PIC Data Review for 2010 Funding

e Process

-- Each PHA will receive a letter concerning VMS-PIC
Data Validation

-- Letter will include a spreadsheet for first 11
months of FFY 2009, identifying for each month
(Table 1):

>VMS reported mid-month HAP costs
>Mid-month HAP costs derived from PIC
> Monthly variance (percentage)



VMS and PIC Data Review for 2010 Funding

e Process

-- Variances that exceed 10 percent (maximum
compared to minimum) will be highlighted

> deemed reasonable variance due to PIC
reporting rates and overlay of data

-- PHA to review the highlighted variances and enter
to VMS any adjustments that are needed or verify
that VMS is accurate



VMS and PIC Data Review for 2010 Funding

e Process

--PHA to also review any case where the data for a
month is S0 in either system

--Spreadsheet will also provide a comparison of VMS
mid-month reported costs to VMS first-of-month
reported costs (Table 2)

-- Mid-month HAP costs will be highlighted where
they are 3 percent or more of the first-of-month total
HAP costs



VMS and PIC Data Review for 2010 Funding

e Process

— PHA to review the highlighted data and enter to
VMS any adjustments thatare needed or verify
that VMS is accurate

-- PHAs are encouraged to review all months’ data
for accuracy, but highlighted data must be
reviewed to enable a decision on data to use



VMS and PIC Data Review for 2010 Funding

e Decision Process:

— If VMS/PIC monthly variance is less than or equal
to 10%, VMS data will be used

— If VMS/PIC monthly variance is greater than 10%
and VMS is less than PIC, VMS will be used

— If VMS/PIC monthly variance is greater than 10%
and VMS is greater than PIC, mid-month costs as a
percentage of first-of-month costs will be
reviewed (Table 2)



VMS and PIC Data Review for 2010 Funding

e Decision Process:

> If mid-month HAP costs are 3% or less of first-of-
month costs, VMS value in Table 1 will be
accepted — VMS data deemed reasonable

> If mid-month HAP costs are greater than 3% of
first-of-month costs, PIC value in Table 1 will be
accepted -- suggests an unusually high level of
mid-month costs



VMS and PIC Data Review for 2010 Funding

e Additional Notes:

-- Deadline for PHAs to complete Initial data reviews
will be no earlier than November 6

-- Highlighted data is not necessarily in error, but is
outside expected ranges so it must be reviewed
and confirmed or corrected

-- Data will be re-analyzed after review and updated
to include Sept 2009



VMS and PIC Data Review for 2010 Funding

e Additional Notes:

-- PHAs with worst case variances or ranges will then

be called by their FMC analysts to review the data
and process

-- HAs will provide confirmation of data to e-mail
address: HCV2010Funding@hud.gov

-- If PHA does not confirm that data is correct, and it
remains outside norms, decision rules will apply


mailto:HCV2010Funding@hud.gov

VMS and PIC Data Review for 2010 Funding

e Additional Notes:

-- Same data will be provided for FFY 2008 for
PHA review for NRA purposes

-- Deadline does not apply for FFY 2008 data



Looking Back at 2009

» 2009 was a year of increased program
utilization

 Since low point in 2006 of 89% of
UMLs vs. UMASs, increase to 94.75% In
June, 2009

« Some reasons for the increases:
— Reduced attrition rates

— Higher HAP needs (local economic
conditions)

— Higher voucher utilization



» As a result of increased costs, many
PHAs found the need to begin
expending Net Restricted Assets (NRA)

« Some PHAs have faced shortfalls
— Set aside funds

—FMC review of PIC and VMS Data
—QAD review
— Triage team technical assistance



In an effort to assist PHAS to
prepare for 2010:

— Utilization Spreadsheet and examples
on website

—"Preparing for 2010” letter

— Broadcast

—VMS/PIC validation coming

— PIH Notice on Cost Savings Measures



= With little time left in 2009, leasing
and utilization is largely decided.

= Decisions made between now and
year-end should be made based on:

= Remaining HAP available

= Remaining Unit Months

= Net Restricted Assets

= Desired 2010 starting point



= PHAs have two major funding
sources to support programs in 2010

= CY 2010 Renewal funding; and
= Available Funding in NRA

= Successful PHAs recognize the
budget based nature of the program



2010 HCV Renewal Funding

 HUD anticipates final
Appropriations Act before CY 2010

 Both House and Senate bills
provide for benchmarking

 Benchmarking appears to be
based upon PHA’s actual eligible
HAP expenses during FFY 2009



» Unless changed before enactment,
HUD will determine renewal
funding based upon a PHA’s actual
leasing and cost data

—Qctober 1, 2008 through September
30, 2009

e Adjustments to HAP include:
—New units

—FSS escrow deposits
—Annual Adjustment Factor (AAF)



 HUD’s renewal formula does not
include:

—New special purpose vouchers
-5 Year Mainstream
—Moderate Rehabilitation

(These are funded separately.)



e Accurate and up-to-date PHA
reporting in VMS through
September 30, 2009 is critical.

* PHAs are urged to take immediate
steps to ensure that 2010 funding
reflects actual FFY 2009 expenses



 Review all HAP expenses and leasing Iin
VMS for each month between October
2008 and August 2009.

— Recommend this review and any
revisions be completed by due date
of September 2009 data submission

 Ensure that September VMS submission
IS completed accurately and by due
date of October 28, 2009



e Ensure that:

—all costs for HAP contracts in effect
on the first day of each month are
recorded In the correct category for
that month; and

—The one-time pro-rated HAP cost for
any HAP contracts effective on any
day after the first of the month for
the reporting period are recorded in
"HAP Costs After the First of the
Month.”



» Review your PIC data to ensure that
submissions are up-to-date

— Be sure to include 50058s for new
participants and for those who have
moved to a different unit and have a new
HAP contract

— HUD intends to use VMS data; however, if
unreliable, PIC or other HUD systems’
data may be used.



 Review PIC and VMS data to ensure all
Family Self-Sufficiency escrow deposit
amounts have been entered

e [If your PHA was awarded
extraordinary fees, you are reminded
that these have specific reporting
requirements



HAP Net Restricted Assets (NRA)

In addition to estimated renewal funding
eligibility, your total CY 2010 funding
includes your NRA balance at the start of
the year.

Unlike the past two years, the House and
Senate bills do not require offsets against
CY 2010 funding.



* NRA balance may be used for any
eligible HAP expenses (leasing or
homeownership assistance, FSS
escrow deposits, URPS)

* Decide whether your PHA is going to
hold back a portion of NRA to have as
a resource for unexpected costs



» To estimate your PHA's total NRA
available for CY 2010, start with the
balance from your latest financial
statement submitted to FASS

e Adjust NRA forward by adding:
— HAP Budget Authority received

e And subtracting:
— HAP expenses incurred

From the period of the Financial Statement
until 12/31/2009



NRA Example #1

 End date of Financial Statement 3/31/09
 NRA balance $100,000

e HAP Budget Authority April-December, 2009 =
$200,000

 HAP expenses April-December, 2009 = $195,000

 NRA balance at start of CY 2010 estimated at
$105,000 (+ $5,000)



NRA Example #2

 End date of Financial Statement 3/31/09
 NRA balance $100,000

e HAP Budget Authority April-December, 2009 =
$200,000

 HAP expenses April-December, 2009 = $205,000

 NRA balance at start of CY 2010 estimated at
$95,000 (- $5,000)



How Much NRA to Retain?

The decision on how much NRA to retain as a
“safety net” is one for local consideration now,
not later.

Your agency will want to consider variables that
could impact your actual HAP costs in 2010, and
maintain an NRA that allows you to absorb
unexpected costs.




Funding Issues

* Once the 2010 Appropriations Act has
passed, PHAs will be contacted with
deadlines for data review.

* A PIH Notice will be issued detailing the
Act and its implementation.



Things to keep in mind:

» Congress has re-benchmarked over the past
several years based on leasing and costs.

— Most PHAs are not funded for 100% of their
authorized units.

— Instead, funded based on average utilization
for the prior year.

— Therefore, aim for a leasing level (based on
average projected HAP for the coming year)
that your funding will support.




2010 Leasing Example:

PHA has 200 ACC units

VMS shows HAP spending and unit months
leased for 10/1/2008 to 9/30/2009 was
$1,170,000 spent for 2,340 UMLs. (Avg.
PUC $500/month and 195 UMLs/month)
PHA is funded based on this for CY 2010.
(adjusted for AAF, etc.)

PHA anticipates an increase in CY 2010 of
$50/month per unit based on recent
months’ trend analysis



2010 Leasing Example (cont.)

How many units can the PHA support in CY
20107

e [f just counting HAP:
$1,170,000 / 12 months = $97,500/mo.
$97,500 / $550 PUC = 177 UMLs/month

e [f a PHA has NRA, it may use it to retain or
maximize program size as desired

$50 x 18 (up to 195) = $900 x 12 = $10,800
$550 x 5 (up to 200) = $2,750 x 12 = $33,000



 HUD is not permitted to provide
renewal funding outside the formula
set for in the Appropriations Act.

* This means HUD cannot provide
additional renewal funding to enable a
PHA to reach their authorized level of
leasing.



« A PHA does not need to reach 98%
leasing of vouchers to achieve
maximum points in the SEMAP
utilization category (Indicator 13).

 Points are awarded on higher of:
— Voucher utilization percentage; or
— Budget authority utilization percentage



[In Summary:

 Now is the time to review and/or
correct your data in PIC and VMS

e Get in a good position for CY 2010
based on FFY 2009 leasing and

expenses

e Contact HUD field office or FMC staff
with any questions or need for further
technical assistance



Voucher and Funding Utilization

e Utilization report previously presented will assist
HUD staff and PHAs to assess funds and units
available for the balance of the year

* Report updated through July currently

e Report format on the web at
www.hud.gov/offices/pih/programs/hcv

* Report can be updated by adding data for later
months — it will automatically re-calculate values


http://www.hud.gov/offices/pih/programs/hcv/

Voucher and Funding Utilization

Report identifies UMAs and UMLs to date and the
leasing percentage

Report identifies BA and HAP expenses to date and
the utilization percentage

Projects PHA's potential leasing and costs for the
balance of the year (at fixed rate) and compares to
funds available (BA and BA plus NRA)

Informs PHA of the level of leasing the PHA can
afford or is permitted to achieve under the cap for
the year and as monthly average



Voucher and Funding Utilization

* Data entry on blank format:

Enter CY Eligibility and CY Months Remaining;
Remaining CY Eligibility and Monthly CY Eligibility
Remaining will calculate (for both BA only and BA
plus NRA)

Enter Unit Months Available CY; all other fields on
the form will calculate



Voucher and Funding Utilization

* Data Explanations:
UMASs and UMLs are as of the first of each month

BA and HAP expenses should include all funds
available for the month and all HAP expenses
incurred

Renewal BA is 1/12 per month; other BA is pro-rated per
the funding increment term

BA includes renewal funding and any other HAP
funding, and the 2009 offset



Voucher and Funding Utilization

* Data Explanations:

HAP expenses recorded by HUD include first of
month expenses from VMS and mid-month
expenses from PIC

HAP expenses and leasing should not include 5 Year
Mainstream, DVP, VASH or DHAP to HCV costs



Voucher and Funding Utilization

e Report displays:
Funds expended and funds remaining for the CY
(both BA and NRA)

Voucher UMs leased and voucher UMs remaining
for the CY (available and affordable)

Target leasing level for each month of the year
based on funds and unit months available



Voucher and Funding Utilization

* Example 1:

PHA is utilizing less than 100% of vouchers but more
than 100% of funds available

PHA's rate of funds utilization is increasing (note
that projections only consider current YTD PUC)

PHA cannot afford to lease the total remaining
number of unit months available — cannot lease to
baseline



Voucher and Funding Utilization

* Example 1:

PHA cannot afford to maintain the current leasing
level, even utilizing all BA and NRA

PHA must reduce leasing to the level that remaining
funds can support



Voucher and Funding Utilization

* Example 2:

PHA is utilizing slightly less than 100% of vouchers
and slightly less than 100% of funds available

PHA can afford to lease the total remaining number
of unit months available — can lease to baseline
for the CY

PHA can afford to lease above baseline, but is
limited to baseline



Voucher and Funding Utilization

e Please note !!:

HAP expenses recorded by HUD are based on VMS plus PIC; if
PHA has different expenses, values should be adjusted

NRA balance as of 1/1/09 is based on HUD calculations; if
PHA has a different balance, for any reason, value should
be adjusted

BA is pro-rated as described; it does not represent the rate at
which funds are being disbursed for 2009; if PHA was over-
disbursed through May, later disbursements will be less
than BA indicated



Cost-savings Measures

* In anticipation of the coming funding cycle,
HUD will publish a new cost-savings notice to
identify measures a PHA can take to reduce
costs if it anticipates a shortfall in funding for

the calendar year.

 PHAs should carefully monitor expenses and
trends on a monthly basis.



Cost-Savings Measures

 Some measures in the notice are good business
practices even if cost savings is not an issue.

e Other measures create an additional burden on
families and should only be taken after careful
consideration and a determination by the PHA that
all other viable options have been exhausted.



Cost-Savings Measures

 Some actions may only be taken if the PHA
can document a projected shortfall for the
calendar year
— Denying portability and other moves to higher

cost areas/units. In the case of portability, cannot
deny if receiving PHA will absorb.



Cost-Savings Measures

e Request waiver to implement lower payment
standards prior to family’s second annual
reexamination (during the term of the HAP

contract)

* Waiver requests must:

— Include PHA's calculation of a shortfall in funding
for the calendar year

— Identify cost-savings measures PHA has taken or
will take



Cost-Savings Measures

e Termination of Assistance for Insufficient
Funding

— Policies must be detailed in PHA’s administrative
plan

— PHA must notify HUD field office and FMC prior to
any termination actions



Cost-Savings Measures

* PHA Plan Requirements

Any cost-savings measures or changes to the
administrative plan that constitute a
significant amendment or modification to the
PHA Plan may be subject to a public hearing
and comment period.



Question after this broadcast?:

pih.financial.management.division
@hud.gov
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