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| NTRODUCTI ON

Backgr ound The U.S. Housing Act of 1937, as anended,
aut hori zes the Departnent of Housing and Urban
Devel opnment (HUD) to assist Public Housing Agencies
and | ndi an Housing Authorities (HAs) in the
devel opnment and operation of |ower income housing
projects and to provide financial assistance in the
formof grants and annual contributions. The Code
of Federal Regulations Title 24 inplenments the
Housi ng Act of 1937, as anended. To effectively
i npl emrent the Housing Act of 1937, HUD nust have
certain accounting information. The Annua
Contri butions Contract (ACC) provides that an HA
mai ntain current, conplete, and accurate books of
account in such a manner as to permit preparation
of statements and reports required by HUD, and to
permit tinely and effective audit.

Pur pose The purpose of this Quide is to:

provi de general information and gui dance on
fi nancial operations and accounti ng,

identify the types of information the HA needs to
report to HUD, and

prescribe the uniformchart of accounts the HA nust
use to ensure consistency in reporting.

The accounts described in this Quide are the nini num
requirenents for an HA and rmay be suppl enented by

addi tional accounts as needed. |f the HA establishes
addi ti onal accounts, the accounts nust be established as
subdi vi sions of prescribed accounts and nust be

mai ntai ned in such manner that they can readily be
combined into the prescribed classifications for uniform
reporting purposes.

The Gui de does not attenpt to provide advisory material
on the establishment and mai ntenance of an accounting
system
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Scope This Quide is applicable to all HAs that adninister
proj ects/ prograns under the terns of an ACC with HUD.
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Note: The term HA is used throughout the Guide to
i ncl ude both Public Housing Agenci es and | ndi an Housi ng
Aut horities because the accounts and procedures

generally apply to both types of organizations. 1In the
i nstances where the accounts and procedures apply to
only one type of organization, the text will identify

the organi zati on.

The foll owing are exanpl es of progranms which an HA
adm ni sters, using the chart of accounts in Chapter |V
of this Cuide.

0 HA- owned renta
0 Devel opnent
o] Managemnent
o] Moder ni zat i on

0 HA-| eased rental (Section 23/10(c) prograns)
0 HA- owned homeowner shi p

0 Tur nkey |1

0 Mut ual Hel p
0 PIH Section 8
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For additional information on Section 23/10(c)
see "Low Rent Housi ng Leased Housi ng Handbook
7430.1."

For nore information on Section 8 accounting
see "Housing Assi stance Paynents Program
Account i ng Handbook, 7420.6."

HA It is the responsibility of an HA to maintain
compl ete
Responsibilities and accurate records of all financial

managenent functions. These records nust be
mai ntained in such a way that wll:

provi de an effective systemof interna
control to safeguard cash and other
assets,

provi de budgetary control over the
various prograns,

provide tinely, accurate, and conplete



Enpower nent

financial information for nanagenent
deci si on nuki ng,

provide the HA with financial data
needed to prepare required HUD reports,
and

permit a tinmely and effective audit.

The government-w de effort to streanline
practices has resulted in the enpowernent of
the HA. Policies are |l ess prescriptive in
nature and allow the HA to establish its own
pr ocedures.
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Contracts for
Cut si de

Managenent

An HA is empowered to prescribe its own
systens for financial nanagenent and record
keeping. An HA has flexibility as |ong as
it:

0 provides HUD with required information,
0 mai nt ai ns adequate records, and
0 has internal controls in place

The focus of this Guide is to identify the
financial information that the HA nust

mai ntain in order to report to HUD, and the
fi nanci al managenent standards the HA nust
meet to conply with statutory and regul atory
requirenents. The HA has the flexibility to
sel ect and use any financial managenent
systemthat neets those requirenents.

The material in this Quide may be used

wi t hout change by the HA to neet the
reporting requirenments of HUD, or may be
expanded by the HA to neet additional State
or local reporting requirenents.

Housi ng Authorities may enter into
managenment contracts

with outside entities to nmanage individua
proj ects, or

groups of projects, owned by the HA These
entities may be either private managenent
compani es or tenant organi zations, such as
Resi dent Managenent Corporations. Although
t he day-to-day managenent of the project is
performed by outside managenent, the HA
still maintains its responsibilities for the
proj ect under the terms of the ACC

The HA must nonitor the entity's perfornmance
under the contract to ensure that the
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overal | operation of the project is in
conpliance with applicable Federal, State,
and | ocal requirenents, and that
expenditures are consistent w th program
aut hori zati ons.
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The nmanagenent contract nust clearly
indicate the duties and responsibilities of
each party in the day-to-day operation of
the project, including any division in the
responsibilities for accounting and
financi al managenent. The contract nust al so
i nclude specific reporting formats and
timeframes to be adhered to in transmitting
i nformati on between the entity and the HA
The contract should state that the HAis
permitted access to financial and accounting
records, including the audit report and
audit working papers, pertaining to the
managed proj ect.

The nmanaged project mnust be audited annually
under the provisions of the Single Audit

Act, OMB Circular A-128, even though the
managenent entity itself may not be subject
to A-128. The nmanagenent contract shoul d
provide for audit of the project either (a)
as part of the HA audit, or (b) as part of
the entity audit with specific provision for
a conpliance audit and internal contro
review in accordance with A-128. In the
latter case, the HA auditor will reviewtest
the entity's audit report and worki ng papers
and will either rely on the entity audit, or
if not satisfied with the audit, will expand
the HA audit to include the project managed
by the entity.

For additional information on Resident
Management Corporations see "A GQuide to

Fi nanci al Managenent for RMCs, Part One:
Budgeti ng and Qperating Subsidy; and Part
Two: Accounting Systens and interna
Controls,” Novenber, 1991. (Hud User-1322-
PDR)
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