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Part I: Recommendations

1.   Streamline CFP Budgeting, Accounting and Reporting associated with the PHA Plan.
A.  Budget Consistency.
 

Section 5A(d)(7) of the U.S. Housing Act of 1937 requires that a PHA submit as part of its Annual Plan, the following:

“With respect to public housing projects owned, assisted, or operated by the public housing agency, a plan describing the capital improvements necessary to ensure long-term physical and social viability of the projects.”  
The statute does not require detailed Capital Fund grant budgets and forms, as are currently required, in the PHA Plan. The focus group recommends, instead, that the capital portion of the Agency Plan be changed to a narrative description of the needs of each project.  This would meet the statute’s requirement for a “plan describing” the necessary capital improvements.  Thus, the Capital Fund budget would be treated in a way that is parallel to the Operating Fund budget.  The appropriate forms would still be completed by the PHA, subject to Board approval, and made available to residents and the public. However, they would not be submitted for HUD review unless a PHA was troubled, as is the case now for the Operating Fund budget.
This change would reduce the administrative burden on PHAs and HUD staff of producing and reviewing, respectively, the Capital Fund forms in the PHA Plan process.  It is also more consistent with the limited role HUD is supposed to have, pursuant to Section 5A(i) of the 1937 Act, in reviewing and approving an annual plan.  Further, it will help to bring the Capital Fund Program more in line with the implementation of asset management, where the regulatory focus is property-by-property rather than on a single agency-wide capital budget.  

B.   Reform CFP Accounting Procedures.
HUD regulations, at 24 CFR Part 5, have required PHAs to submit financial statements in accordance with Generally Accepted Accounting Principles (GAAP) since 1997.  The Capital Fund accounting pre-dates issuance of Part 5 and was never updated to be in compliance with GAAP.  Capital Fund accounting and budgeting should be converted to GAAP and coordinated with the FDS to have a single chart of accounts.  The resulting conversion to GAAP would significantly simplify and reduce the administrative burden associated with CFP budget preparation and accounting.
C.   Reduce the Number of Budget Line Items (BLIs) in Line of Credit Control System (LOCCS).
In conjunction with recommendations #1A and B, the focus group felt that most of the line items that PHAs now report on in LOCCS for CFP purposes could be eliminated if Capital Fund accounting were converted to GAAP.  Only those BLIs that were linked to a statutory requirement or to a very strong policy requirement should be retained.  These would include, for example, (1) keeping a separate BLI for CFP funds that are used for Operating Fund purposes pursuant to the statute, (2) a line item for CFP funds that are pledged to debt repayment in a Capital Fund Financing Program transaction, (3) a line item for management improvements, and (4) a line item for administration. The remainder of the funds could be shown on a single line item for capital improvement activities.
There was also some discussion about the need to produce for Congress, sometimes on an ad hoc basis, information about how CFP funds were being used by PHAs.  However, the point was made that the program should not be managed based on assumptions about what information Congress or others might ask for at some point in the future.  
2.  On-Line Submission of PHA Plans and CFP Submissions.
As with the recommendation of other focus groups, this working group strongly recommends on-line preparation and submission of PHA Plans, CFP budgets and reports.  The on-line system contemplated would be very similar to the current FASS and MASS systems. Submissions would be timed to coincide with PHAS submissions.  Such a system would be a major step in reducing administrative burdens on PHA and HUD staff.  It would also better facilitate HUD monitoring and reduce the burden as well as the cost on both PHAs and HUD by having needed data on line.  Significant monitoring could be done in the office, allowing HUD staff to prioritize travel to those PHAs truly in need of direct HUD oversight.
Depending on the design of the on-line systems which reflect recommendation #1 above, it is conceivable that HUD could eliminate the current Capital Fund Performance and Evaluation Reports (P/E) which the working groups strongly recommends.  Pending full implementation, the focus group makes several interim recommendations for streamlining the current CFP P/E Report, as follows: 

A. Eliminate Part III entirely, since the dates are fixed in LOCCS anyway.

B. Eliminate the “Status of Work” column.

C. Eliminate the requirement for the PHA’s Executive Director to sign the CFP tables.  There is some confusion about whether the applicable forms require this, and also why HUD should need such signatures.  Instead, this could be combined with the other certifications the PHA is required to make for the CFP program.

3.  Expand the Use of Existing Statutory Authorities.

A.
Plan “Updates”.  Section 5A(b)(2) of the 1937 Act provides that:

“For each fiscal year after the initial submission of an annual plan under this subsection by a public housing agency, the public housing agency may comply with requirements for submission of a plan under this subsection by submitting an update of the plan for the fiscal year.”

The focus group recommends that HUD modify the PHA Plan regulation to more fully implement this provision so that a PHA does not have to prepare and HUD does not have to review material that does not change from year to year.  An on-line PHA Plan system, as recommended above, would facilitate this and make the PHA Plan process much easier to complete.
B. Exemptions from HUD Review of Plan Elements.  Section 5A(i)(2) of the 1937 Act provides that:

“The Secretary may, by regulation, provide that one or more elements of a public housing agency plan shall be reviewed only if the element is challenged, except that the Secretary shall review the information submitted in each plan pursuant to paragraphs (3)(B) [deconcentration policies], (8) [demolition/disposition plans], and (15) [civil rights certification] of subsection (d).” 
The focus group recommends that HUD modify its regulations to fully implement exemptions from review contemplated in the statute.  The focus group believes that this would provide for a more focused and efficient process for HUD review, and consistent with the purposes of the PHA Plan, would rely more on the local process involving residents and other stakeholders and less on HUD submission and review processes.  
Part II: Summary of Focus Group Discussions
1.  PHA Plan
Usefulness of Current PHA Plan.  A number of task force members, especially the representatives of small housing authorities and some HUD staff, expressed the view that the current PHA Plan is not a useful planning tool for PHAs and does not give HUD staff much useful information about PHA activities.  Much of the problem was attributed to the “checkbox” format of the Plan, since it simply does not permit very much information to be communicated.  In addition, it was pointed out that the data in the Plan are about 6 months old by the time the Plan is approved, reducing the Plan’s usefulness further.  There were also concerns that the forms themselves are difficult to use. Overall, there was a sense among PHAs that the 5-Year Plan was more useful than the Annual Plan.  Others expressed that the annual plan allows for notification to residents and the community of matters such as demolition and disposition.  Participants were not opposed to the Plan in concept, but felt that it serves little purpose in its current form.  As a result of these concerns, there was some strong discussion about simply abolishing the PHA Plan, although the group recognized that this would require a statutory change.
Expanding the Plan.  There was also a suggestion to consider making the Plan a more useful tool by incorporating into it some additional HUD reporting requirements and approvals and also by emphasizing local process and review more than the HUD submission and review process.  This might relieve PHA and HUD staff from some other administrative burdens. This approach would also be consistent with the original intent of QHWRA that the Plan should to some degree centralize PHA planning and reporting requirements.  However, because some approvals must now be obtained separately, but must also be included in the Plan, there is a sense that PHAs have to do things twice.  An example of this might be the Section 18 demolition/disposition requirements.
Further Streamlining of the Plan.  Overall, however, the majority of the group seemed to come out more on the side of reducing Plan requirements as much as possible, whether through statute, regulation, or administratively.  One major idea would be to pull the CFP planning and reporting process out of the PHA Plan as much as possible.  In particular, the point was made that there is a significant timing problem between the PHA Plan process and the CFP appropriations cycle, such that PHAs must develop a capital plan for a fiscal year many months in advance of knowing how much in CFP funds they will receive for that year.  Separating the capital plan from the PHA Plan would also be more consistent with how HUD treats a PHA’s annual operating budget, which is only submitted to HUD when an agency is troubled. 

Burden on Small Agencies.  There was a very strong feeling that smaller PHAs are unduly burdened by the Plan and need relief, especially given current funding levels, and apparently despite the fact that there is a streamlined Plan for small agencies.  HUD field office staff also expressed the view that their time was not well spent reviewing Plans from smaller agencies.  All of the PHA members of the focus group were from small PHAs, while some other members were consultants or advocates who work with agencies of all sizes.  It was suggested that since only small PHAs were actually present, that the group’s recommendations should focus only on PHA plans for small agencies.  However, this was not agreed to by the group.
Resident Input.  There was significant disagreement between some of the PHA representatives and representatives of some of the advocacy organizations on the degree to which residents participated in and valued the PHA Plan process.  These advocates felt that the Plan is an important tool for giving residents a voice in PHA planning and operations.  However, PHA representatives shared their experiences that resident involvement was helpful when it occurred, but that residents often did not participate when given the opportunity to do so.  The advocates also expressed the view that the streamlined plans (which can be used by PHAs that are small, high-performing, or voucher-only) have become too streamlined and that elements should be added back into these Plans.  
2.  Capital Fund Program
Relationship to Asset Management.  There was a wide ranging discussion about the future of the CFP program.  A number of participants pointed out that CFP does not now fit into the asset management model very well.  All other PHA functions are moving toward a property-based system, but CFP stands outside of that as one of the few remaining portfolio-wide programs.  
Block Grant.  Given this situation, the group discussed a proposal to simply combine CFP funds with Operating Funds so that PHAs would have a single, property-based funding source.  The assumption was that eventually CFP funds would have to be folded into asset management, with the possibility that CFP funds awarded for a particular property (or AMP) under the formula would have to be spent at that property.  There was discussion that combining operating and capital funds into a single grant is generally consistent with how other assisted housing programs are structured, in which there is a replacement reserve rather than a separate capital grant program.  The group acknowledged that this change would require other statutory and regulatory changes.
Existing Flexibility.  The group mentioned, but did not discuss in detail, the fact that QHWRA now gives PHAs some flexibility to use capital funds and operating funds interchangeably.  The group also did not discuss transition issues that would arise from this approach, since some of a PHA’s developments would have already been modernized while others had not been modernized yet.
Funding.  Nearly all participants made the point that regardless of how the program is structured, current funding levels are inadequate.
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