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EXECUTIVE SUMMARY

BACKGROUND TO THE STUDY

The pnmary function of Pubhc Honsing AgencIes (PHAs) is to ensure that essential

on-site operatmg services are provIded at the pnbhc housing development level. These

services include collectIon of rents, umt and sIte mamtenance, lease and occupancy

management, and management of baSIC servIces. In the complex regulatory and social

environment of public housmg, these basic services must be supported by adequate financial

management, informatIon systems, internal controls, and other systems and procedures.

The U.S. Department of Housmg and Urban Development is interested m improving

public housmg management through the use of Project-Based Accounting (P-BA) systems.

Through a competitive procurement, OKM ASSOCIates was retamed m 1989 to study P-BA

and to develop a P-BA GUIdebook for PHAs. The scope of the research consisted of eIght

tasks, and mcluded exarmnation of the accounting systems at 15 medium and large PHAs, of

which 9 were reported to have Implemented P-BA systems.

DEF1NITION OF A P-BA SYSTEM

A P-BA system is one WhICh mcludes an actual set of accounts (I.e. HUD Chart of

ACCOUlltS) for trackmg expenses and income at the project level. For purposes of

establishing P-BA cost centers, a project does not have to be based on a discrete HUD

project number; It nught also be an mdividual site locatIOn, subpart of a project, or

admimstratIve cost center. For each project, a P-BA system attempts to Identify all costs

that can be tracked to project activitIes. Not all costs can be tracked at the project level.

Some non-project-specific and central offIce costs must be allocated to project levels.

As observed through the sIte VISItS, the eXIstence of a project-level accounting system

alone IS not sufficient to have a fully operational P-BA system. The mfonnation must also be

recognized and used in internal deCISIon making. As a result, internal reportmg and use of

P-BA mfonnatIon are considered to be critical elements of a P-BA system.
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RESEARCH FINDINGS

Of the PHAs studied, all but one IS automated. Some PHAs adopted P-BA systems

prior to automation, and have found the system to operate more efficiently since automating.

Others adopted P-BA as part of automatlOn under the Pubhc Housing Urban Iniuauves

Program in the late seventies and early eighties. For these PHAs, P-BA appears to have

been secondary to the goal of automauon, but accounting software permitted project and cost

center tracking with IDlmmal addItional data entry. No PHA was able to report cost

information that separated P-BA ImplementatlOn from automaUon.

Most P-BA systems use the HUD Chart of Accounts enhanced WIth subaccounts, but

in general it was not found that PHAs with P-BA systems use subaccounts more than PHAs

without P-BA. The use of subaccounts appeared to be more drrectly related to whether or not

the PHA was automated. The selection of projects and cost centers for reporting varied

substantially among PHAs. Proration by umt count (l.e.,unit months aVailable) was the most

common method of allocaung costs which could not be directly assigned to the project level.

P-BA reportmg generally was limited to senior managers and functional area

managers. Other staff had access to the reports but were not the primary readers. The most

extenSIve reporting was in the area of maintenance, ostensibly because of the abIlity to track

labor and material costs tlrrough work order systems. Not all accounts were reported to site

level management staff; instead, reports contained only those accounts over which the staff

had some control.

In general, PHAs WIth P-BA systems have greater organizational capacity, to identify

the source of cost overruns and mismatches between available resources and true need at the

site level. All P-BA systems were deSIgned to permit trackmg operating expenditures

against budgets and tracing under-runs and over-runs to specific developments or clusters of

developments. Maximum benefit appears to have been derived by PHAs which have

multiple cost centers, expanded charts of accounts, links between capital and operaung

budgets, and operating standards monitored by internal audIt and control staff. However, no

PHA studied had all of these features.

The perceived utility of P-BA reporting varied depending upon the level of

decentralization and how informauon was tailored to the needs of various management staff.

Senior Managers appear to recognize the significant opportumties for increased accountability
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and problem Identification through the P-BA reporting capabilities. On the other hand,

project-level management staff wIth responsibilIties limited to lease enforcement and rent

collection tended to downplay the utility of P-BA.

The adoptIon of P-BA systems did not appear to lead to an increase of site-based

management responsIbilities. While PHAs with P-BA systems were more likely to operate

with decentralized management systems than the PHAs without P-BA mcluded in this study,

none of the PHAs visited significantly modified its organizatIonal model dIrectly as a result of

implementing a P-BA system. Judgmg from the research, P-BA appears to be neutral in that

it can be successfully Implemented in support of any existIng organizational structure,

regardless of the level of decentralizatIon.

While it did not directly cause a change in orgamzationa1 models at any of the PHAs

included in the study, P-BA appears to have led to analysis of operations and modification of

procedures that might not have occurred if only consolIdated mformatIon were available. It

also required some mmor changes in staff skIlls and responsibIlItIes, which were generally

addressed through retraining.

CONCLUSIONS AND RECOMMENDATIONS

There are certain accounts, allocatIon methods, and reports which can be specified as

mmimum requirements for a P-BA system. At a rrummum, the following Items are part of

those accounts whIch should be carned at the project level:

Income

Dwelling Rental (account 3110)

Excess UtilitIes (3120)

Nondwelling Rental (3190)

Interest on General Fund Investments (3610)

Other Income (3690)1

. 1 Other mcome can mclude mcome from laundry, vendmg machmes, damage fees, and other SImilar
mcome. NOle the PHA If apphcable, should mclude amounts atlnbutable to accounts 7110 and 7530
under OperatIng Receipts. For further mstructlOns, please see GUidebook.
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Expenses

Admimstrative Salaries (4110)

Adnnnistrative Expenses Other Than Salaries (4130, 4140, 4150, 4170, 4171,

and 4190)

Tenant ServIces (4210, 4220 and 4230)

Utilities (4310, 4320, 4330, 4340, 4350 and 4390)

Ordinary Mamtenance and Operations (4410, 4420 and 4430)

Protective Services (4460, 4470 and 4480)

General Expenses (4510 and 4590)

Non-routine Maintenance (4610, 7520 and 7540)

The reporting capabilities should cover hne Items or accounts whIch relate most

directly to operation of developments by field personnel or the activlUes of the agency's

departments. The baSIC report should consist of alllme Items up to line 620 of the HUD Form

52599. These mmimum requirements are dIscussed m greater <!etall m the P-BA Gmdebook,

and most of the accounts are reflected m the above.

P-BA systems can help to increase the accountability of staff for operations, but full

benefit can be denved only when operations, accounting, and mternal audit and control are

separate and distinct functions to provide appropriate checks and balances. The research

tealD reiterates, that accountability depends upon several thmgs: clear hnes of communication,

fully defined policies, speCIfIc objectives assigned to mdividual staff and departments,

operating procedures, documentation and reasonably defmed training programs.

P-BA is most effective when there IS a decentrahzed budgeting component to the

system, and m turn, project-based budgeting IS only sustamable and effective if there IS an

accoun!ing and reporting system in place to support it.

While automation is not required, P-BA systems seem to be greatly enhanced as a

result of automation. The use of automated data processing applications can dralDatically

increase the level of detail and the timeliness of mformation generated through P-BA wIthout

increased staff resources bemg needed. Most of the major providers of data processing

software offer the capabihty for PHAs to develop elaborate subaccounts utihzing the existmg

HUD chart of accounts codes and can use the finanCIal modules to develop cost centers at

most every level. Some applications use "explosion codes" whIch offer the capabIlity to
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undertake elaborate and detailed cost allocation methods It appears that PHAs who are

automating can at the same time take steps to unlize the full capabilitles of therr automated

systems by developmg a P-BA system.

Recommendatlons

The recommendations that are listed below are based pnmarily on the judgment and

observations of the research team.

•

•

•

•

The framework for formulating policy and setnng objectives must be built on

basic management systems and operanng procedures. Unless basic systems

and procedures are m place, large housmg agenc1es cannot expect to be able to

expand operatlOns. P-BA prov1des important data which can be used to help

set objecnves and to monitor agency performance m meeting the objectives.

PHAs are often being encouraged to develop mternal audtt programs by IPAs

(through audtt recommendatlOns) and HUD. P-BA can ass1st in the

development of mternal audit systems and can improve the ability of senior

, PHA management to examine the housmg programs they administer.

HUD should cons1der recommendmg P-BA to housing agencies that are taking

steps to develop such programs

In order to assist m the use of P-BA and to better ensure that it 1S used

effectively by PHAs, it is recommended that HUD staff be trained and fully

informed concernmg P-BA. In conducting reV1ews of PHA plans and requests

to automate, HUD ,staff need to be suffic1ently informed so as to ascertain

whether the PHAs plan to pursue P-BA along with automation. At a minimum,

the HUD F1eld staff could be mformed that they can provide the PHA with

copies of the P-BA Gmdebook for their review and consideration before a PHA

implements a new automated system or upgrades an existing system.

It should be noted that P-BA data can be used by HUD Field Office staff when

conductin& f1eld reV1ews of PHAs such as m cases where the protocol

contained in HUD Handbook 7460.7 REV I is used.
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•

•

•

•

•

•

There IS a need to assess how HUD and PHAs can use P-BA, along with the

products and information generated under this project. P-BA is a way to assist

HUD in assessing the resources needed to sustain and protect public housing.

The recently authorized CommissIOn on Severely Distressed Public HOUSIng

should benefit from the review and analysis of project-level operating and

financial information. The P-BA Guidebook should be of assistance in the

Commission's effort to assess dIstressed pubhc hOUSIng developments and to

develop action plans for ehminatmg unfit hving conditions.

The use of P-BA generated data may be the most effective way to measure the

costs of on-sIte operating services and changes in expenses in the delivery of

services. P-BA could have some use in revIewing PHA "appeals" of PFS

Allowable Expense Levels and in the development of Project FInancial

Forecasts required by HUD to be subIDltted wIth ClAP operations.

Automation or a system upgrade in tandem with Implementation of P-BA

should be strongly encouraged by HUD. As noted above, implementIng P-BA,

along WIth automation or modifIcatIons to eXIsting automated systems, enables

PHAs to take full advantage of data processing systems capabIlitIes.

PHAs should be reIDlnded that the development and installation expenses of

P-BA are an eligible CIAP Management Improvement Program Expense. It IS

recommended that the HUD Notice for the CIAP funding round anticipated to

occur next year specifically reference Project-Based AccountIng Systems and

the desirability of PHAs In pursuing the development and installation of these

systems.

A high level of effort on the part of HUD staff has been directed toward

establishing Allowable Expense Levels (AELs), under the Performance

Funding System (PFS) for Resident Management Corporations (RMCs).

Project-based accounting systems complement and support this effort. P-BA

should be promoted by HUD as part of the effort to estabhsh public housing

reSIdent-based management.
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•

•

•

•

It is important that HUD not limit its support of P-BA to promote only the

mmimum threshold requirements as defined in the Guidebook, but rather to

support illlplementing enhanced P-BA and other sIgnIficant internal

management systems.

HUD should take particular steps to promote the development and

implementation of P-BA systems at large illstressed PHAs, but also generally

encourage the implementation of P-BA at all PHAs.

The Memorandum of Agreement (MOA) process IS one whIch can be used by

HUD to provide specific dIrection to troubled PHAs. These PHAs may benefit

from the Implementation of P-BA and other critical management systems.

P-BA systems could be of importance to HUD and PHAs attemptmg to

develop improvement programs to address areas of concerns pertaining to

MOAs. The Guidebook should be provided to troubled PHAs.

It is recommended that PHAs be encouraged to undertake a more formalized

and structured process to develop and Implement a P-BA system, rather than

allow haphazard development of the system. A full range of P-BA features are

covered in the Guidebook in conjunction WIth defined mimmum reqUIrements.

HUD staff should be mformed of thIS Important component of the GUIdebook.

HUD should inform PHAs of the availabIlIty and usefulness of the P-BA

Guidebook.
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CHAPTER ONE - BACKGROUND TO THE STUDY

INTRODUCTION

The U.S. Department of Housing and Urban Development (HUD) is mterested in

improving public housing management through the use of ProJect-Based Accounung

(P-BA) systems. As delineated through the process below, OKM ASsocIates, Inc. was

awarded the contract for the aSSIgnment of studymg P-BA and developmg a P-BA Guidebook

and a Fmal Report. The Guidebook is a separate document WhICh addresses the minimum

requrrements for developing a P-BA system and the operation of such a system. This Final

Report is a synopSIS of the process undertaken throughout the contract to achIeve the stated

goals ThIS report discusses the background of the study and the research process, details

the fmdings of the data collection, and offers recommendations. The recommendations are the

opmlOns of OKM ASSOCIates and do not necessanly reflect those of the Department of

Housing and Urban Development

BACKGROUND TO THE REQUEST FOR PROPOSALS AND CONTRACT

Consolidated ,accounting for PHAs was adopted in the late 1950's to allow for

financially stronger pmjects to caJIY those projects that were less well off. The

combined resources helped ffilhgate the need for operahng subsIdies. Smce that hme,

all PHAs have been required to report in the consohdated fonnat.

Consolidated accounting, as it now stands, has served the government well as a

reportmg format. PHAs, as a government entity, have, met the report:l'Og cntena and have

followed the system as delineated in their Annual CoD!tributions Contract However, HOO is

interested in increasmg accountabihty and expandmg management decisions through the use

of a wIder mformation network. Project-Based Accounting goes beyond the consohdated

system and can generate mformatlOn on the project or cost center level. HUD's mterest is m

lillprovmg public housmg management by encouragmg PHAs to establish P-BA systems.

Two programs associated with Project-Based Budgeting and accounhng were

avaIlable to PHA's m the past fIfteen years. The Target Projects Program, a management

improvement demonstration, was undertaken in the ffild to late 1970's. The Target Projects
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program did support, to some extent, the development of "Project-Based Budgeting". A more

in-depth program came about a few years later. In the late seventies and early eighties

approximately 35 PHAs received grants to help start up Project-Based Budgeting under the

Public Housing Urban Initiatives Program. In 1983, as part of. the Program, a study on

Project-Based Budgetmg was conducted using data from the grantee PHAs. A HUD

guidebook, Project-Based BudgetmglManagement and SUIlIlortmg ADP Systems, was

produced. The HUD gUldebook was directed to the budgeting process and discusses

management as an important, though secondary use of the system. The HUD gUldebook

addresses the issues in a general way, WIthout determmmg dIfferent situational outcomes for

authorities based on size, organIzation, geographIc area, type of operation, etc. A symposmm

on Project-Based Accounting and Budgeting was conducted in 1984 to educate HUD staff and

share expenences and questions that PHAs had on the concept and issues of P-BB and

P-BA.

The Request for Proposals 'to Develop a Standard ProJect-Based Accounting System

for Public Housmg Agencies was issued m the late fall of 1988 by the U.S. Department of

Housing and Urban Development, the DiviSIOn of Housing and Commumty Studies. The

contract to OKM was awarded in July, 1989. The contract spoke to the Issues of consohdated

budgeting and accountmg systems as the reqUlred method of financIal reporting, versus

exploring proJect-based accounting as a management tool.

PROJECT OBJECTIVES

FlVe objectives were to be addressed m meeting the contract requrrements:

a. Develop minimum standards and procedures for a Project-Based Accounting

(P-BA) system for the Low-Rent Public Housing Program;

b. Develop cost estimates for convertmg from a consohdated to a P-BA system;

c. Develop cost estimates for the ongoing operation of a P-BA system relative to a

consolidated accounting system;

d. Compare the operations of P-BA and non P-BA systems; and
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e. Develop guidance materials for use by PHAs and the Department in evaluating

proposals to install a P-BA system.

A total of eight contract tasks, including preparing the Guidebook and Fmal Report,

were delineated to accomplish the contract objectives. The tasks are as follows:

Task 1 - Orientation

Task 2 - Management and Work Plan

Task 3 - Research Design

Task 4 - Data Collection and Analys1s Plan

Task 5 - Reconnaissance and Site Confirmatton

Task 6 - Data CollectlOn and Analys1s

Task 7 - ProJect-Based Accounting GUldebook

Task 8 - Final Report

Two major fmal dehverables are mcluded in the contract scope of work: a P-BA

Guidebook, and th1S Final Report. The two are very d1fferent m intent and scope and are

addressed accordmgly m the contract. The P-BA Guidebook is mtended to be used as a

gu1de nationally for PHAs seeking to leam about P-BA. The Fmal Report 1S a compan1on to

the Guidebook m that 11 legitimizes the research m the Guidebook and enables the OKM

team to offer unfettered recommendations not found m the Guidebook.

The Contract stated fourteen (14) research quest10ns that form the basis for the

research design and drive the collection of mformation needed to address the f1ve contract

objecttves. The onginal research questtons are:

1) What specific benefits are associated W1th ProJect-Based Accountmg, as opposed

to Consohdated Accounttng?

2) Since P-BA is not required of PHAs, why dld certam PHAs convert from

consolidated to P-BA?

3) What sigmf1cant differences exist among installed Project-Based Accounting

systems, and how do these d1fferences affect the operation of the Project-Based

Accounting system?
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4) What illfferences exist between the operations of consohdated and P-BA systems,

and what effect do these differences have on PHA admimstration?

5) What cost elements must be accounted for at the project level to prov1de a true

picture of the cost of operating a project?

6) How should costs be allocated when they cannot be broken down to the prOject

level?

7) How should central off1ce costs be allocated in a ProJect-Based Accountmg system?

8) How should "project level" costs for scattered-site units be accounted for in a

Project-Based Accounttng system?

9) How should a Project-Based Accounttng system account for "project level" costs

for developments which contam more than one housing type, such as h1gh-rise

elderly and low-nse family, at the same s1te?

10) What project-level reports should the P-BA system be capable of producmg?

11) What PHA-level reports should the P-BA system be capable of producmg?

12) What is the estimated cost of converting from a consohdated accounting system to

a P-BA system?

13) What 1S the estimated cost of admm1stenng a Project-Based Accountmg system

m contrast with a Consohdated Accounting system?

14) What procedures and cntena should be used in evaluating proposals to mstall a

Project-Based Accounting system?

As w1ll be discussed in Chapter Two, OKM expanded the research questions to

prov1de for a w1der exploration of the 1ssues. The answers to these questions are reflected in

the P-BA Gmdebook and the Final Report.
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The Contract specIfied that fifteen (15) sites were to be stndied to determme the

mformation needed to conduct a thorough analysIs of the fourteen (14) questions. Chapter

Two discusses the evolution of the final research questIOns. The site breakdown consisted of

nme PHAs with P-BA and SIX PHAs without P-BA.

THE OKM PROPOSAL

The OKM team consIsted of Jeffrey Lines as Project Drrector, Barbara Shaprro,

Assistant Project DIrector, PhIllIp MayfIeld, Monte Franke, Andrew DanIels, Gail Kendall,

and JudIth Katz. Two frrms partIcIpated in the Contract as subcontractors: W.A Jackson

CPA, a minority owned accountmg frrm, and Ernst and Young OKM has developed and

implemented a project-based accountIng and budgeting system for all of the propertIes

managed by the frrm. Jeffrey Lmes was mvolved m the development and ImplementatIOn of

project-based accountmg and budget systems at the Cambndge Housmg Authonty, The

ExecutIve Office of CommunItIes and Development (Massachusetts) and as the Assistant

Adtrnlllstrator for FIscal Affarrs (ChIef FinancIal OffIcer) at the Boston Housmg Authonty

dunng the implementatIOn of P-BA.

OKM's approach to the contract stems from a thorough understandmg of PHA

operations and management systems. All PHAs must take the steps necessary to ensure

that essential on-site operatIng services are prOVIded at the public housing development

level. The delivery of essential management and mamtenance servIces whIch result m the

collection of rents, the maintenance of publIc housmg, and management of basIc servIces must

be supported by adequate fmanclal management, mformatIon systems, mternal control and

other basic systems and procedures. It IS these basic systems requrrements whIch have

become more complex but cntical to a PHA's operations as the requirements of PHAs have

increased.

Given the limited resources available to public housmg, OKM stresses that It is

important that management systems be both effectIve and effICIent. WIthout an effective

management mformatIon system which covers such areas as budgetmg, expenditures, tenant

selection, rent collectIOn, procurement and contractmg, mamtenance, and mventory, It is

extremely difficult to identIfy problems m a PHA's operations. Automated mformation

systems also are needed to support policy formulatIOn and the settIng of objectives. PHAs

cannot hold staff accountable and provide mformation to support therr own actIVIties if they
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cannot produce current and reliable mformauon in a format that lends itself to interpretauon.

The dIfficulty in obtaining informauon has plagued many PHAs and has led a number of

housmg agenCles to adopt the use of automated data processing apphcauons for public

housing.

The Contract was awarded with a penod of performance of one year. Figure 1-1

details the outline of tasks contamed in the contract. A schedule of the timeframe for

completion of each task was prepared by the OKM team. The due dates and milestones are

displayed m Figure 1-2. Although internal timeframes were changed as the project

progressed, the contract ending date remained in the same month. Areas that warranted a

change in schedule from the imnal work plan included Data Collection and the P-BA

Guidebook.

ORGANIZATION OF THIS REPORT

The remamder of thiS report is organized mto 3 chapters. The next chapter, Chapter

Two, consists of brief explanations of the research activlUes undertaken by the OKM team.

All of the eight tasks are dlscussed as they were modified by HUD and OKM in the Research

Design, and descriptive narrative is apphed to the indiVidual issues associated with the

process. Chapter Three contains a detailed discussion of the findlngs as they pertam to the

14 research quesnons. Chapter Four presents OKM's recommendations for promoting the

use of Project-Based Accounting in the management of pubhc housing.
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FIGURE I-I OUTLINE OF TASKS

Outline of Tasks:

Task One - Orientation and KIck-off Meetmg

Task Two - DesIgn and Submit a Management and Work Plan

Task Three - Research DesIgn

Subtask 3.1 - Prepare a Draft Outline of the Research Process

Subtask 3.2 - Prepare an Outline of the ProJect-Based Accounting Guidebook

Subtask 3.3 - IdentIfy ImtIal List of Sites to be VISIted

Subtask 3.4 - Prepare Draft IntervIew Guides

Subtask 3.5 - Prepare A Draft LISt of Documents to be Collected

Task Four - Data CollectIon and AnalySIS Plan

Subtask 4.1 - Analysis Plan and Data Requirements

Subtask 4.2 - Presentation qf Draft Data Collection Instruments for ReVIew,

Pre-Test and finalIzation

Subtask 4.3 - Draft FIeldwork Plan

Task Five - Reconnaissance and Site Confirmation

Task Six - Data Collection and Analysis

Subtask 6.1 - Tram Data Collectors
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Subtask 6.2 - SIte VIsits

Subtask 6.3 - Data Analysis

Task Seven - Project-Based AccountIng GUIdebook

Subtask 7.1 - CompIle Data Needed to Prepare Guidebook

Subtask 7.2 - Develop a Model SolicItation Package for Procunng Technical

Assistance in Installing a P-BA System

Subtask 7.3 - Develop Step-by-Step DIScussIon Session Descnbing ConverSIOn to

P-BA

Subtask 7.4 - Develop a Description of the Adrmmstrative Changes WhIch May

Result from a ConverSIOn to P-BA

Subtask 7.5 - Descnbe the Acttvities a PHA WIll be Required to Perfonn on a

Regular Basis to MaintaIn an Installed P-BA System

Subtask 7.6 - Complete Draft of PrOJect-Based Accounting Guidebook

Subtask 7.7 - Revise FInal Draft and Submit to GTR

Task 8 - Final Report

Subtask 8.1 - Prepare Draft FInal Report

Subtask 8.2 - Submit FInal Report
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FIGURE 1-2

PROJECT-BASED ACCOUNTING SCHEDULE

TASKS TITLE PERIOD WEEK DUE COMMENTS
DATE

ONE ORIENTATION WEEKS 1-2 7/18/89 COMPLETE

TWO WORK PLAN WEEKS 2-8 WEEK 5 8/9/89 DRAFT

WEEK 8 8/30/89 FINAL

THREE RESEARCH DESIGN WEEKS 5-15 WEEK 10 9/13/89 DRAFT

WEEK 15 10/18/89 FINAL

FOUR DATA COLLECTION WEEKS 7-15 WEEK 10 9/13/89 DRAFT

PLAN WEEK 15 10/18/89 FINAL

FIVE RECONNAISSANCE WEEKS 17-26 WEEK 17 11/1/89 START

WEEK 26 1/3/90 FINISH

SIX DATA COLLECTION WEEKS 19-35 WEEK 19 11/15/89 START

WEEK 35 3{7/90 FINISH

SEVEN P-BA GUIDEBOOK WEEKS 28-51 WEEK 38 3/28/90 1ST DRAFT

WEEK 47 ?/5/90 2ND DRAFT

WEEK 54 7/20/90 FINAL

EIGHT FINAL REPORT WEEKS 28-52 WEEK 44 5/9/90 DRAFT

WEEK 52 7/5/90 FINAL
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CHAPTER TWO - RESEARCH ACTIVITIES

INTRODUCTION

This chapter describes the process the OKM team followed in addressing the eight

contract tasks. The fIrst six tasks entail the research and data collection activities that

yielded the necessary information to prepare the P-BA Guidebook and Final Repon. It is

important to note that the work plan developed for the contract was adhered to essentially m

its enurety throughout the contract period.

TASK 1 - ORIENTATION AND KICK-OFF

The orientation meeting took place on July 18, 1989 with selected OKM and HOO

staff. Those in attendance were: Jeffrey Lines, Project Director; William Jackson, of W.A.

Jackson CPA; John B. Carson, the Government Techmcal Representative; Nancy Mehenmck,

Government Techmcal Momtor; John Comerford and Peggy Magnum of the Financial

Management and Occupancy DiVIsion. Handouts and mformational Items were dIstributed

by the OKM staff. The objectives of the work plan were defIned, and timeframes and due

dates were discussed. The project time schedule was fInalized, as well as stated agendas

for the management and work plan.

The distribution of PHAs was proposed to be changed from the original contract. The

Contract called for three different levels of PHA sizes: small, medium and large. It was

determined that the PHA small category was to be dIscarded due to the limited number of

PHAs in that category which have P-BA systems in place. The fInal dIstrIbution was fIve

medium size PHAs (500-1,249 conventional federal units) consisting of three P-BA and two

non-P-BA, and ten large size PHAs (1,250 and more, conventional federal units), consisting

of sIX P-BA and four non-P-BA.

TASK 2 • MANAGEMENT AND WORK PLAN

The management and work plan consisted of two sections, narrative and attachments.

The narrative is a task-by-task analysis of the work undertaken throughout the course of the
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Contract to meet the objectIves of the contract and the study. The management and work

plan also refers to HUD Form 441.1, Project Management System Baseline Plan. ThIs

document serves as the mdlcator of the dollar value of each task and monthly costs. The

monthly progress reports, Form 661.1, IS based on the data generated from the Project.

Management System Basehne Plan.

A draft work plan was submItted fIrSt for HUD review. HUD comments and changes

were mcorporated Into the final plan. The work plan served as the bluepnnt for all actIVIties

carned out m conjunctIon with the contract. The tasks and subtasks mcluded m the work plan

were the same as listed in Chapter One and the Contract, although the sequence of tasking

for Tasks 3 and 4 was revamped to allow for the level of dIStInCtIon necessary between the

Research Plan (Task 3) and the Data Collection and AnalySIS Plan (Task 4). The revised

tasking IS as follows:

Tasks 1,2,5,6,7,8 - Remam the same as hsted m Chapter One

Task Three - Research DeSIgn

Subtask 3.1 - Prepare a Draft Outllne of the Research Process

SUbtask 3.2 - Prepare an Outhne of the Project-Based AccountIng Guidebook

Subtask 3.3 - Identify InitIal LISt of SItes to be ViSIted

Task Four - Data Collection and Analysis Plan

Subtask 4.1 - Prepare Draft IntervIew GUldes

SUbtask 4.2 - Prepare A Dr~ft LISt of Documents to be Collected

Subtask 4.3 - Analysis Plan and Data Requirements

Subtask 4.4 - Presentation of Draft Data CollectIon Instruments for Review,

Pre-Test and Finahzation

Subtask 4.5 - Draft FIeldwork Plan

The work plan also discussed the attempts that the OKM team would make in order

to include PHAs in Region I, so as to decrease travel costs. It is Important to note that this

activity was not at the expense of adequate representatIon, as the selected P-BA PHAs are

distributed throughout various states and regions. The management and work plan also
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described the method of delIvery for the final items, such as format and number of copies. The

work plan has been an Important guide m the preparation of the final deliverables.

The followmg charts and forms were included in the work plan:

1. Person Loadmg Chart

2. Allocation of Expenses by Month

3. Travel Assumptions by Task

4. TIme Schedule of Tasks Chart

5. Nanative Schedule of Tasks - Spreadsheet

6. HUD Form 441.1 - Project Management Baselme Plan

7. Summary and Description of Personnel Changes

TASK 3 - RESEARCH DESIGN

The research design consIsted of three areas: an outlme of the research process,

descnptlon of the P-BA GUIdebook and annotated outline, -and site selection critena.

The research process IS gUIded by the 14 research questions. A simple flowchart is

shown below to help visualize the mteractlOn:

.. Core Objectives

•
Interview GUides ... Research •

Queslions ~ Document Search

• Report Findings
....

~

. ,

, .
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The outline of the research process described the steps necessary to enable the OKM

project team to gather the informanon needed to complete the study. Without an iterative

format on which to focus the team's activities, the concept of a usable research design would

not be possible. The following steps were undertaken for the research process:

1. Review contract and research critena

2. Prepare Guidebook outline

3. Proceed with site identificatiOn

4. Develop interview process

5. Develop analysis and data strategy

6. Data collection - background

7. Prepare fieldwork plan

8. Conduct reconnaissance - site visits

9. Conduct data collection - SIte visits

The Guidebook outlme underwent various iteranons before the final chapter

configuration was determined. The research design onginally listed twelve chapters for the

Guidebook and four appendices. The final P-BA Guidebook consolidated the twelve chapters

into fIve chapters and four appendices. The basic informanon to be included was still reflected

in the [mal version. A full descripnon of the chapter history and a brief outline of the contents

can be found under Task 7 of this chapter.

Chapter One of this Final Report briefly descnbed the outreach for suitable P-BA

SItes. OKM staff utilized the followmg protocol m contacnng potennal sites.

1. Staff contacted the PHA, and spoke either to the Executive Director or the Chief

Financial OffIcer. They explained OKM's role, the components of the HOD-funded

project, what we were trying to determine at that nme, and the process of

developing a preliminary pool of ehgible SItes. The Imnal quesnon asked was

"Does your authority have a project-based accountmg system m place"? If they

responded positively, an indicanon of the degree of the use of the system was

determined through additional discussion with the PHA.
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2. All PHAs that indicated they had P-BA were sent a letter explaining what we

were trymg to accomplish, the objectives of the project, and the desIre to follow up

with threshold questions.

3. The PHA's were contacted as to their availability in having the Chief Financial

Officer respond to the threshold questions. The questions took approximately 20

minutes to answer.

4. Non P-BA PHAs received a letter explaining the project and our intentions and

requested their consideration in partIcipating m the project.

Following are the questions OKM staff asked over the telephone to determine if the PHA's

P-BA system was sufficient to pass the threshold requIrements needed to move to

reconnaissance:

1. I would like to get an overall picture of the PHA's housmg stock.

a. How many umts does the PHA own and operate?

i. How many are conventional federal public housing?

ii. How many are SubsidIzed by an entity other than HUD? (for example state

subsidized publIc housing)

b. How many projects does the PHA have, and what is the size range of these

projects (number of units)?

c. How many of the projects are family, how many are elderly?

d. What kinds of structures are the projects? (for example - high rise, low-rise,

row-house, scattered-site)

e. In general, what types of modernization activities are currently occurring or

planned?

2. Please describe your occupancy situation.

a. What is the PHA's overall occupancy rate?

b. If the occupancy rate is less than 97%, ask them if they have a HUD-approved

Comprehensive Occupancy Plan. (If so, ask them to very briefly describe the

major points of the plan).
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c. Do specIfIc projects have hIgh vacancy rates? (If so, and the PHA's overall

occupancy rate is 97% or lower, ask them If HUD reqUIred them to have a project

specific Comprehensive Occupancy Plan).

3. I would like to get an overall pIcture of the PHA's organizauonal structure.

a. How are projects grouped? For example, are all of the elderly projects m one

group? Are projects grouped by geographic area?

b. What is the management structure for the groups? Does the PHA have regional

offIces, and what staff are m those offIces?

c. Are Project Managers assigned to one project or do some have more than one

project?, Please descnbe in general how assIgnments are made to Project

Managers. .',
4. Briefly descnbe your P-BA system.

Staff supplIed the followmg defmiuon for P-BA. "A P-BA agency IS one which mcludes

an actual set of accounts for trackmg project-level expenses and mcome. ThIs IS what we

define to be a P-BA operatmg system. Please descnbe your system as it relates to this

definition."

a. When was it started?

b. Why was it started?

c. (If a. and b. do not get this answer - ask How was it started? (for example, as a

pliot program, with a speCIal grant from HUD or the state, etc.)

d. Is it automated or manual?

e. Does the PHA have project-based budgetmg?

f. Does the PHA have department-based accountmg? If yes, does the PHA have

department-based budgeung?

5. Are all projects included m the P-BA system? If not, how many are and how many are

not, and why?

6. What line items are accounted for under P-BA?

(As needed, discuss whIch Items are controllable at the project level vs. those not).
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7. What kind of reports are generated by- the P-BA system, and how often are they sent out.

, ,

8. ,Who receives the P-BA reports and what do they do with them?

As noted above, the research questions are the drivmg force behind the research

design and the data collection efforts. The original fourteen questions, as stated in Chapter

One, were expanded by OKM to enable a broader exammatlon of P-BA at the PHAs. In the

fIrst draft of the Data Collection and AnalySIS Plan, the OKM team expanded the original

fourteen questions to twenty-sIx. HUD commented on the appropnateness of enlarging the

original number of research questions, smce the contract was predicated on only fourteen. An

agreement was reached to reduce the number of research questions back to fourteen, but to

add addItional subsections. Following are the addItional areas of mqmry mcorporated mto the

original corresponding questions:

2a. What are the operational charactenstlcs and condmons which are best suited to

the installation and operation of P-BA systems?

4a. How are responsibilities for specifiC hne items m a Project-Based Accounting

system and the related budget management, assigned among staff members of

the PHA?

b. How have PHAs specifically altered their accountmg ,systems to accommodate

P-BA?

c. What other program and orgalllzatlonal considerations does the PHA make m

operating its accountmg system and m overall budget management?

d. Is P-BA enhanced by, or does it require automatIOn to be an effective

accounting system?

e. How is the accuracy of fmanclal and accounting mfonnatlon confrnned at the

project level?

Sa. How is operating data used to make deCISIons on capItal Improvements?

Should there be a link between capItal planning and operations?
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b. For some PHAs, in particular large PHAs, programs in addition to the federally

subsIdized low mcome public housing program may be providing resources to the

PHA for the provislOn of additional services to resIdents. How should the costs

of these programs be accommodated in a P-BA system?

lOa. Who uses reports generated by the P-BA system -- at a project, reglOnal,

central, and any other level-- and what do they.do with the information?

12a. What are the margmal (or "incremental") costs of upgradmg a consolidated

system to a P-BA system? How do eXIstmg manual vs. automated systems

affect the conversion or upgrade?

b. What type of training is reqUIred in the use of P-BA, and for whom - at all levels,

including project staff, regional staff, central fISCal staff, other staff in the central

office, and tenants involved in property management?

TASK 4 - DATA COLLECTION AND ANALYSIS PLAN

The data collection consisted of two types of informatlon: documents collected from the

PHAs, and structured oral intervIews with PHA staff All sHes received a copy of the

document requests dunng the reconnaIssance phase. Two document collectlon hsts were

generated, one for P-BA sHes and one for non P-BA SHes. The document collection list was

purposely developed to be all-inclusive, wIth the Idea that the more comprehensIve the list,

the better a chance of receIving a sigmficant portIon of the needed documents. The following

is the checklist for P-BA agencies.

FIscal Manal\ement

Organization Chart (Table of OrganIzation)

ComprehensIve Occupancy Plans

Relevant historical data

IPA audit report

Management & other Audit reports - latest

Copy of central warehouse allocatlon plan, forms, etc. - stock reqUIsItion or equivalent
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P-BA

Study(s) on P-BA system done for PHA

Training Manual & description of training procedures

Operations Manuals on P-BA

Internal cover memos on P-BA problems

Schedule of Personnel by TItles who are involved In generatIng P-BA information

Copy of each type of P-BA report - sample from one development

Copy of users manual or report descnption as they relate to P-BA

Copy of time sheet (filled out) & payroll distributIon

Copy of voucher cover sheet, or descnption of expense source documentation

Accountin~

Chart of Accounts

Explanation of expense account code system - what PHA does that is dIfferent than the

HUD chart of accounts

Copy of expense distribution ofJournal voucher

Narrative on General Ledger - how general ledger tIes mto budget and planmng process

Cost Allocation Plan

Financial Statements (ConventIonal Public Housmg Program)

Fixed asset forms

Copy of reports,& system flow chart (IFA-fIles if possible) as they relate to P-BA

system

Budget

Budget (Conventional Public Housmg Program)

Project Budgets - a sample

Budget narrative and flowchart of system

MIS - P-BA System

Narrative on MIS

Schedule of Hardware Cost, & software cost, WIth' source of fundmg

BId or rough cost of replacement system (PHA estimate)

Schedule of annual Maintenance cost, and admmistratIve cost of P-BA system - copy of

maintenance contract

RFP for SolicitIng P-BA Bids
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MaIntenance and OperatiQns

Narrative Qr flQW chart Qn maintenance cQntrQl dQcuments

CQPY Qf each maintenance fQrm used

CQPY Qf tenants charge fQrm

The document checkhst fQr nQn P-BA sites was essentially the same, items pertainIng

to P-BA were deleted. Task 6 Qf thIS chapter details the success In Qbtaining the documents

fQr both P-BA and nQn-P-BA sites.

Each site viSit WQuld Include at least tWQ OKM team members, Qne Qf which was a

SeillQr Team member. The structured interview gUldes were prepared fQr different PHA staff.

The questions were geared tQwards each emplQyee positiOn and therr CQntact with the P-BA

system. Many Qf the questions were the same so as tQ gauge respQnses to the issue from

varied perspectives. It was understQQd that not all agencies WQuld cQrrespQnd tQ the

breakout Qf staff. The staff identified fQr Interviews were as fQllows:

Local HUD Staff (Management Representative Qr Qther appropriate staff member)

Independent Auditor

Chief FInanCial Officer (and/or Fee AccQuntant)

Executive DirectQr (and If apprQpriate) designee

Budget Staff

DrrectQr of AccQunting

AccQuntIng Staff (GrQup Interviews where appropnate)

On-Site PrQject Staff

SeillQr PrQJect Management Staff

SeniQr Central Office Staff

SeniQr Central Office Staff were tQ be interviewed if the PHA had budgeting at the CQst center

level Qr the staff member was wQrking closely with the P-BA system.

A pre-test was cQnducted at a public hQUSIng authonty fQr the interview gUldes and

document collectlQn. Four OKM staff conducted the Interviews, pairing up fQr each interview

tQ be able tQ fully observe the responses and potential prQblems with the guides. All Qf the

individual interview guides were pre-tested, with the exception Qf the HUD Management

Staff and Independent Public AccQuntant guides.



Following the pre-test, the intervIew guides were revIsed accordmgly,_ and approved

by the GTR. The pre-test also enabled the OKM team to determine the length of the

interview guides and budget between 1-2 hours for each interview dependmg on the staff

position. The pre-test allowed the OKM staff to get a feel for the PHA staff posiuons that

would be able to answer the various lInes of questioning. The pre-test also helped train

jumor level staff on the methodology of gathering PHA site information. Language that may

have appeared awkward was changed.

As discussed in the next sectIOn, ReconnaIssance and Site ConfIrmation, the OKM

team based their trammg on the revised intervIew guides. Below is one example of new

questions added to an mterview gUIde followmg the pre-test.

Project Management Staff (both Semor and below) Interview GUIdes -

• Are reports prepared m a umely manner?

• What specific line items m the reports are the most important and their ranking?

• Do project managers have any mvolvement m the preparation of the development

budget?

• What is the relauonshIp between capital budgetmg and modermzauon planmng and

the P-BA system?

• What are the mcentives, or dlSlncenUves for project management staff to keep wlthm

theIr budget?

• Are there any Important questions we nussed, any addlUonal mformation you want

to add? (ThIS last quesuon was added to all of the mtervlew guides)

A FIeld Data Collecuon GUIde was prepared for each sIte to be used by the intervIew

team. All of the mformation gathered, both through mtervlews and document collecUon was

to be placed in a large sprral bmder for each site, by category. An outline for filing the

documents and intervIew gUIdes was prepared and was adhered to for each SIte. The purpose

of the data collection guide was to gather mformatlOn about the selected PHAs and to answer

the research questions. A complete sample of the data collection gUIde was sent to HUD for

therr comments.

The mformauon contained or fIled in the Field Data Collecuon Guide bmder was to be

collected both through mterviews and documents, assembled m the OKM office, and fIled by

the PHA. All team members were provided access to the matenals. The materials were fIled
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according to the topics listed m the collection guide per the document control checklist. The

exact issues to be categorized were dependent on the actual material collected from the sites

(See Chapter 3 for a presentation of the research fmdmgs).

TASK 5 • RECONNAISSANCE AND SITE CONFIRMATION

The OKM team underwent in-house traimng pnor to going out to the field. The

tralning was conducted by Jeffrey Lines, Project Director, and WIlliam Jackson. It was based

on the use of the FIeld Data Collection Guide and mterview and documentation techmques.

The first seSSIon of the tralning involved the use of the interview guides. All of the guides

were reviewed, with the comments and observations that arose from the pre-test

incorporated into the guides.

OKM team members were mstructed m the proper protocol for administenng the

interviews. It was stressed that not all PHA staff wIll be able to respond to a particular

question. The intervIewer should deternune from the respondent who in the organizanon can

answer the quesnon and follow up on the lead.

The second component of the tralmng consisted of what is referred to as FIeld

Confirmation Protocol (PCP), the collection and confrrmatlOn of documents. FCP IS the

system OKM generated for venfying all previous responses and documentation. ThIS

session was conducted by William Jackson, a CPA, as the methodology was SImilar to public

accounting auditing field work and techniques. All of the team members were present at the

traJ.mng and all members partICIpated in Reconnaissance.

The full hstmg of documents requested from the PHAs can be found in Task 4 of this

chapter. The team members were instructed to gather as many documents as possible from

the PHAs using a two-step procedure. All sItes receIved the document collection hst pnor to

the OKM team visit. Not all sItes were able to mail the documents to OKM before the visit.

OKM team members reviewed the documents, either mailed or presented upon arrival. This

gave the team the ability to identuy missmg items and track them down during the

intervIews. A discussion of the outcome of the document collection is found in Task 6 of this

chapter.
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The origlnal pool of sites for Reconnlllssance consIsted of six large P-BA sites and

one alternate, four medium P-BA sites, four large non-P-BA sites, and two medium non

P-BA sites. The Reconnaissance list was kept to a tmnimum through the use of the thteshold

questions described in Task 4. All of the sites chosen for Re<i0nnaissance remained in the

final site selection pool with the exception of one of the medIUm P-BA sites. This site was

eliminated in the early stages of Reconnaissance thtough phone reconfrrmatlOn and did not

necessitate field ReconnaIssance.

OKM performed both oral and wrttten outreach to ascertain which agencIes possessed

a P-BA system. The list of PHAs that received Public Housmg Urban Initiatives Grants m

the late 1970's served as one source PHAs and Fee Accountants WIth knowledge of

financial acuvlues also provided referrals. The NAHRO gUIde prOVIded general information

on PHA SIze, locauon and geographic area.

PHAs contacted by OKM responded to the baSIC quesuon of whether they had a

P-BA system. A follow up questionnaire directed to the ExecutIve Director and/or Director of

Finance, determined the threshold of P-BA at the agency. The threshold questions screened

out those agencies that would be unsuitable for reconnlllssauce. In the course of the site

selection work, it was determined that encountering P-BA systems at medium size P-BA

sites would be difficult. The P-BA systems at these sites are m the begmnmg stages and

less well developed. Therefore the thteshold for including the medium size PHAs was

lowered, to enable a dIstribution of PHA sizes.

The criteria for selecting a PHA to be a participant as a P-BA site included:

• Willmgness of the PHA to partIcipate

• Understanding of P-BA

• Use of P-BA as a management tool

• Use of P-BA throughout the entire conventional Federal Low Rent Housing Portfolio

• Existence of budgeting at the project level

The above critena dJ.d not apply to each site. It was deterrnmed that agencies with

weak P-BA systems could be of benefit to the study serving as comparisons to those PHAs

with a stronger use of P-BA. Even at this early stage of the study, it was clear that the range

of implementation of P-BA at the different PHAs varied considerably. All of the P-BA sites

underwent Reconnaissance, although some sites were subject to a more in-depth inspection



due to pnor knowledge of the sites and the amount of mfonnation gathered m the site

selection stage.

Non-P-BA sites participated in Reconnaissance by phone, as the criteria for selection

hinged not on P-BA but on general charactenstics. The cnteria for selecting a PHA to be a

partictpant as a non-P-BA site mcluded:

• WIllingness to particIpate

• Proxmtity to the OKM office

• SuffIcIent infonnation on operating systems and avatlabllIty of infonnation on

operating statistics

• Vaned umt confIgurations pertatnmg to dIfferent household types (Ie. large farrnlies,

elderly)

• Automation charactenstics

The Reconnatssance resulted in OKM's recommendation that all of the sites remain In

the stndy, with all PHAs electing to participate after bemg approved by the OKM team. All

of the large sIze P-BA sites were deemed to be appropnate to the study and met the P-BA

critena. The medium sIze P-BA pool posed a different set of issues for the team. One

medIum size P-BA was found to be m the begmmng stages of P-BA Implementation, whIle

one medIUm sIte had the capacity through a newly purchased automatIOn system to

implement P-BA but had not comntitted to P-BA. The thIrd medIum SIze P-BA site dId have a

functiomng P-BA system m place. Since the nationWIde pool of medIum sIzed PHAs with

P-BA IS very small, It was decIded to mclude all of the medIum P-BA sItes.

TASK 6 • DATA COLLECTION AND ANALYSIS

The positions defmed and Identified in Task 4 proved appropnate for the mterviews.

However, two additional posItions were added to the list - the Directors of MIS and

Matntenance. The DIrector of Mamtenance was considered to be Important since much of

P-BA revolves around accounting and distributmg mamtenance costs for the developments.

In addition, the eXIstence of decentralized versus centralIzed maintenance often is dIrectly

related to the Implementation of P-BA. In larger agencIes, the DIrector of MIS had a better

grasp of the automated system, the monetary costs, and pros and cons of the hardware and

software (all infonnation requested by the OKM team). At certatn other PHAs, the staff
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pnmanly consisted of a Drrector of Finance and no Budget staff, and the accounting staff

consisted more 'of bookkeepers, possessmg little input or knowledge of the system. The

HOD staff interviewed consisted pnmarily of Financial Analysts and Housing Management

SpecIalists for Public Housing.

The degree of document collection preciSIOn vaned considerably from agency to

agency. As noted in Task 4 of this chapter, OKM mtentionally asked for any documents

aVailable so as to cover as many Items as possible. The overall response to the data

collection instruments was favorable, with most PHAs supplymg a simIlar ~ange of

documents. There was a defmite pattern on what documents were not found throughout the

agencies. Some of the items that could not be (or were rarely gathered) Illcluded:

Management or other audit reports

Central warehouse allocation plan

Study on P-BA system done for the PHA

Training manual

Operations manual on P-BA

Internal cover memos on P-BA problems

System flow as It relates to P-BA system (generally IPAs dId not have or were

unwilling to provide thIS mformation)

PHAs that may have installed automated systems more than ten year~ ago had a

harder time accounting for costs of the system. They also had a diffIcult time describmg the

costs III relation to P-BA. In addItion, many of the PHAs could detaIl lump sum costs of the

automated system but could not break out training, installation, and maintenance costs.
"

Followmg is a bnef description of the project-based accountmg system at each of the

nine P-BA sItes. The mformatlOn described m the narratives, as well as addltlonal PHA

characteristics, can be found in Chapter Three. A matrix detailing the PHA characteristIcs IS

also presented in that chapter.

Site #1 - The P-BA System at this PHA has been m place for almost 10 years. The system. .
was undertaken mitially as a part of the HUD Pnblic Housing Urban Initiatives PrograIll and a

state supported grant. The agency was experiencmg slgillflcant management problems and

was on HOD's national list of financially troubled PHAs. Overall, there were few controls
, -

over expendItures and the agency felt there was a need to provide additional support for staff
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assigned to public housing developments. The Authonty dJ.d have a number of public housing

development-based cost centers, but many of these cost centers had never been used to

properly track costs. Many of the expenses were simply prorated or distributed.

During the early and nnd-1980's as a part of a major management Improvement

demonstration program, the agency upgraded its data processing system with the purchase of

modified packaged software and new hardware. The system IS designed to support a twenty

one (21) digIt chart of accounts numbenng structure which can accommodate a very

sophisticated PrOJect-Based Accounting System. The agency also has a fully functiomng

Project-Based Budgeting System. The cost allocation schem~s used by thIS agency cover a

variety of methods, including Full Time EqUlvalent's (FTEs), per unit prorations, use of time

spent, per bedroom distributions and percentage of dITect costs compared WIth overhead

expense. The use of the allocauon method varies conSIderably with the type of program and

cost element being treated.

To many at the agency and at HUD, the agency's P-BA and P-BB systems have had a

positive contribution to the improvement in the financial and operating condition of the public

housing program. The agency continues to acuvely use the P-BA in its budgeting and

continues to maintain and modify project-level reports as needed.

Site #2 - Project-based accounting has been in place at the agency for approXImately 12

years. The system began with the fITst development, and was kept in place with each

subsequent development. The executive staff and the financial staff which have been using

the system feel that this is the only way to account for a PHA's expenses and budget

accordJ.ngly. The agency does not contract out any work (except ClAP and CD), so they need

to keep a tight watch on expendItures relaung to m-house activitIes. Additional staff was not

necessary due to P-BA or automauon, but the PHA has experienced a general increase in

staff due to growth of the agency. The agency has been automated for approximately five

years, usmg NCR hardware and software. The PHA does not have in-house programming

capacity but It has hIred a former NCR employee famIliar WIth ItS system, as a consultant to

do the programnnng and updates. The PHA follows the HOO chart of accounts.

Property managers receive P-BA expense and income reports on a )I1onthly basis.

However, the managers do not prepare their own budgets and appear to be removed from the

budgeting function, as budgeung IS an executive level activity. Staff dJ.d not receive formal

training on the system, but ad hoc training, tailored to specific positions has been prOVIded



upon request. The agency bases a substantial amount of their development data on unit

allocations, but it should be noted that most of the developments are very sImilar in structure

and type.

Site #3 - The PHA implemented P-BA in 1977. Initially P-BA was done manually, then on

personal computers, and now is fully automated on the PHA's mainframe computer. The

agency dId have an operational maInframe computer before P-BA.was Instituted. The agency

participated In two HUD programs that addressed ProJect-Based Accounting and Budgeting.

The fIrst was the Target Projects Program in the mid 1970's. The agency also receIved an

Urban Initiatives grant to implement the process, in conjunction with a re-structuring of the

organization. The re-structuring consisted of decentralIzing its management and maIntenance

systems. The agency was having serious problems with rent collecuon and poor maintenance

services, and decentralization was seen as a response to the operaung problems. The cost

centers for the system are the developments. The P-BA system has been automated since

the late 1980's. The agency uses Wang hardware and word processing and Data Directions

Inc. software. All of the staff agree that in selecting a system, the degree of responsiveness

and assistance provided by the company IS crucial.

The proJect-based repons provide information on matenals and supplIes and non

routine maIntenance. However, the system does not prOVIde an administrative salary or

maintenance wage breakdown by development, and staff would like to have this informauon

available to them for planning and schedulIng purposes. The chan of accounts for a

development mirrors the HUD chan of accounts. The accounts can be broken down into

further detaIl if a staff member requests additional informauon. Staff did offer suggestions to

OKM regarding changes in the P-BA repons, but no one had ever directed the requests to

those in the agency capable of changIng the repons. The agency feels that central offIce costs

should not be allocated to projects. They are of no concern to managers and would not

improve on-sIte management and accountability. A central offIce cost center would make

more sense. The agency also has depanment-based accounting and budgeting. The overall

impreSSIOn of the staff is enthusIasm for P-BA and budgeting at the cost center level.

However, the reaction to department-based accountmg and budgeting is mixed.

Site #4 - The P-BA system at the PHA has evolved over the years since it was fIrst

implemented in the 1950's. The system became fully operational WIth the installation of their

present computer system (custom/package software, using IBM hardware). This system

does not have a fully integrated database, which often results In the inability to provide



nmely infonnatlOn. Due to the size of the PHA, the cost centers for the system are broken

into groups and subgroups. The groups consist of clusters of developments, while the

subgroups are the development numbers. The P-BA reports are generated by the 29 groups;

rather than over approximately 130 pubhc housmg developments. The PHA has expanded

reports based on the HUD chart of accounts to incorporate a significant number of

subaccounts for a greater level of reporting detail. This P-BA system has the greatest

number of subaccounts of any of the PHAs in the study.

The agency has a cost allocatiou plan whIch appears to be based on various

prorations. There are concerns regardmg the accuracy and completeness of items charged to

cost centers. Scattered-sIte umts, which are handled in the same manner as the rest of the

PHA stock, are dispersed throughout dIfferent groups, so any analysis of scattered-site units

is dIfficult to undertake. Project management staff receive mouthly mcome and expense

reports, along with comparanve reports. Since the PHA IS very large, staff feel that the costs

of P-BA m regard to accounting is minimal, and the costs are integrated mto the overall

accounting costs. The costs arise from the level of effort associated with the Housing

Management Budgeting Departlllent and the MIS area.

Site #5 - As it now stands, the PHA does not have project-based accounting, but It does

have the capacity to Implement It in the future. The agency IS undergomg automation WIth

CCS software. Some of the modules are up and rnnning, although the system IS not fUlly

integrated yet. The staff WhICh chose the automation package incorporated the ability to

provide P-BA as an important selecnon factor, so the system has a sufficient capacity to

accommodate a P-BA chart of accounts numbering structure. Reports are presently

generated by different categories, such as rent collecnon and vacancies culled from the Tenant

Accounts Receivable (TARS) module. The reports are not project-based, although the

categorical reports do break down infonnation (e.g. rent) by development. A new staff

position has been created to be in charge of the MIS system, and staff are already asking for

customized infonnation and reports. The Tenant Accounts Receivable module is functioning

and managers are using the infonnation for demographIc characteristics, income, collection

loss, vacancies, etc.

The senior staff at the agency have fundamental differences of opinion as to the pros

and cons of implementing an organizanon-wide P-BA system. The Executive Director is

looking to track factors that will reflect tenant accountabihty, while the Deputy DIrector is

interested in cost-benefIt analysis. Project-based statistics may then be distributed to
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departments for their own internal purposes. The maintenance department currently keeps a

manual ledger on maintenance operations for budgeting purposes, WhICh IS very similar to a

breakdown of fmancial activity generally found in a fully functiOning P-BA system.

Site #6 - The PHA development of P-BA is !Inked to the availabilIty of funding' in the late

1970s through HUD's Urban Imuatives Program. The PHA saw the funds which were

aVaIlable as a resource to accomplish the automation of the agency. The fact that the funds

were targeted for the design and installauon of what was known as project-based budgeting

(P-BB) had no impact on the decision to pursue funds. P-BB was seen as a reqUIrement of

the grant. While the requITed features had ObVIOUS benefIt for increased detail on agency

operations, there was no specIal internal use or program support for the system. Even now,

the system, WhICh can track cost detaIl for items such as maintenance or metered utilities

down to the unit level, is often used retrospectively. petailed statistics are often not used

except to analyze Issues identified at a more general level of reporting. The authonty budget,

which is broken down and tracked at the development level, is often used to investigate

indications of problems shown on an aggregated level, such as uulity expense.

The hardware system is a Data General rmm-computer. A deciSiOn was made to have

custom designed software, smce there was lIttle, If any, software designed for the umque

operating needs of a PHA. The major benefit of the' custom-desIgned software is that the

PHA has complete control of the source codes and does not need to protect itself against

industry changes and corporate absorpuon WhICh might lead to llifflculues with technical

support. The PHA has been able to refme the software for its needs without complex

coordmation WIth an outSIde vendor.

Site #7 - The agency started out using P-BA from ItS inception. It added the abilIty to

produce consolidated reports m the 1970's to correspond to HUD's consolidated ACC

reporting requirements. The agency receIved a Public Housmg Urban Initiatives grant m

1980. The cost center approach IS uulized by the PHA to track all of ItS different funlling

sources and allocations since it IS a housmg and redevelopment authority. The agency has

SOphIStiCated budgeting at the cost center level system. The agency was fully automated by

1981. The hardware was an IBM System 38, and the software was developed by a variety of

companies'as well as tlrrough in-house programrmng. The agency is in the process of'

upgrading ItS system to an IBM AS 400 as more capaCIty is needed. Each of the housing

sites will evenrually have its own computers. The new system WIll alleviate the' slow

response time of the current system.



The PHA has expanded the HOO chart of accounts to incorporate subaccounts for a

greater level of detail. The housing managers receive monthly income and expense reports as

well as a variety of topical reports. Certain staff indicated that m some cases too much

information is generated, and they would rather have targeted reports, although the MIS

Department is gearing more reports towards staff needs. In addition, reports showing

comparisons between developments were requested by staff. The use of the P-BA

information varies considerably by staff, even those within the same posiuon or job

classification.

The agency uses an allocation plan which divides all central costs that have to be

disaggregated to the project level, mto two pools. One pool is for fnnge benefits and the

other is for all other expenses. Expenses m both pools are based upon the distribution of

direct labor to developments (any labor which is tracked to or charged to the development).

The idea is that direct labor for a development will drive most of the central office costs.

Although this plan has proved accurate, a new allocauon study is being conducted by the

agency.

Site #8 - The PHA implemented P-BA in 1980, after participaung in the Public Housmg

Urban Iniuatives Program m the late 1970's. The system was run manually unul the late

1980's. The agency began automating in 1985 and automauon is still underway. The fuushed

system may take another year to be fully functional. The agency's project-based cost centers

are made up of four geographic regions, with the exception of the Resident Management

Corporauon (RMC) regiOn which functions as one entity. The regiOns were originally

organized based on project types.

The P-BA system lacks a consistent use in the organization, and commitment to using

the system is sporadic. There is a general consensus among staff that too much detail can be

disorienting. All maintenance staff time, matenals and supplies and contracts are tracked to

the site level. Scattered-site units are consolidated mto therr respective regiOns, as are

different structure types for all developments, so there is no breakdown on costs by types of

units. The agency does not generate P-BA reports on a regular basis, and most of the staff

do not receive any P-BA reports. One exception is the RMC regional cost center, which

receives monthly income and expense reports. The area Managers and Site Managers have

very little input into or knowledge of the budget process. The agency appears to be well

managed financially and seems to have good control over expenditures.



Site #9 - The PHA is now In the process of implementing a functional P-BA system. It

started the process m 1983 but wanted to be fully automated before advancing With the

system. The agency did attempt to create an effective system before the automation but was

hi1J.dered by the inability to track Inventory to developments..Automation began in 1987 and

IS on track, using CCS software. The traIning for staff on the system consisted of three days

for each staff member. The agency first converted from P-BA to enable a closer tracking of

project costs. The Executive Director believes the most important benefit is the ability to

track collection and vacancy losses by project. The automated system Will allow for the

needed coding system to track expenditures by project.

The agency uses umt distributiOn as the allocation method. Although the agency has

a high percentage of scattered-site units, (close to one-third), it does not have plans for

handling these units dlfferently In the system. It should be noted that the scattered-sites are

in one location. The agency is centrally managed for all activities, as opposed to the majonty

of the other study sites that are decentralized. BudgetIng is confIned to the executive level

staff. The agency feels that there are no incremental costs for P-BA if it is implemented at

the same time as automation. However, if time sheets were used, the agency may find an

increase in about one person day per year throughout the agency.

Comments on Non P-BA PHAs - The non P-BA agencies ranged from sites that are on

the verge of automating to sites that have the capacity to implement P-BA on short notice.

One site had previously used P-BA in a structured manner, but has discontInued the system,

although it continues to gather some items of information by proJect. The majonty of the non

P-BA sites do not have in-house programming capacity, as their operations are not geared to

the reporting and information functions of P-BA sites. For a further discussion of the non

P-BA sites, see Chapter Three.

In order to facllitate the exchange of information on the P-BA sites among OKM team

members, each senior team member prepared a succinct descnption of the Sites they visited.

A standard outline was developed (as described in Task 4) for the site write-ups. A sample

of one P-BA site write-up can be found as Appendix A of thiS Report. The sample was

prepared for internal use.
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TASK 7 - P·BA GUIDEBOOK

The P-BA Guidebook is the final product of the research activmes. The Guidebook is

a document for PHAs to use: (1) in considering whether to convert from a consohdated to a

proJect-based accounting system, and (2) in determining whether P-BA 1S the optimal

managenal and accounting system for their particular operauons and needs. Th1s Guidebook

is organized mto five chapters

Chapter One, Introduction to Project.Based Accounting, sets the context for

the Guidebook, its purpose, how 1t should be used and what information it holds. P

BA is defined, and the reasons to employ P-BA are suggested. The benefits of P-BA

and the relationships to the differences m PHA charactenstics are explored.

Chapter Two contains a mscusslOn of the Minimum Requirements for a

Standard Project-Based Accounting System. Mmimally required accounts,

cost allocation method, and reporung are mscussed.

Chapter Three descnbes Enhancements to the P~BA System Which

Supports Internal Management Needs. This chapter is the compamon piece to

Chapter II, and expands informauon on reports generated by the P-BA system, cost

center level of accounting, the use of subaccounts; alternative cost allocation methods,

and internal reporting. PrOJect-based budgetmg 1S also discussed.

Chapter Four offers advice regarding The Process for Designing, Implementing

and Maintaining a Project-Based Accounting System. It provides a step-by

step approach to evaluating automated P-BA systems and determ1mng the right

system and capabilities for individual PHAs. Information on evaluating proposals,

conducting negotiations, and monitoring installation 1S presented. The chapter also

addresses ongoing system maintenance, trainmg, organizational enhancements, and'

evaluation.

Chapter Five discusses Determining the Co;t to Convert to a P-BA System.

Printary categories of costs are delineated, mcluding hardware and software,

consultants, training, maintenance costs and opportunity costs. The methodology for

arriving at the costs is described.
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Supplementing the mformation contained in the five chapters are four appendices.

Appendix I provides Sample P-BA Report Formats. Appendix II offers a model Project-Based

SolicitatIOn Package for a PHA that wishes to obtaiu techmcal assistance in the development,

installation, and maintenance of a P-BA system; and a Request for Proposals (RFP) for

procuring an automated P-BA ~ystem. AppendIX III includes a Sample Checklist for Steps to

Follow In Evaluating P-BA Systems, and Appendix IV provides four PHA Case Studies

examining the process the PHA underwent to install a P-BA system.

SUMMARY

All of the aCtIVItIes of the OKM team were based on the Contract requirements and

were conducted as delmeated in the work plan. The research activitIes went according to

plan with the exception of the need to extend site vIsits to accommodate a slow start and

holiday schedules. As the data collection progressed, It became clear that P-BA serves a

WIde variety of functions depending on the organization. The next chapter, Chapter Three,

will detail the fmdmgs of the smdy gathered from the fIfteen SItes.

33



CHAPTER THREE . FINDINGS

INTRODUCTION

As described in Chapter Two, the pnmary research effort conSIsted of data gathenng

at fifteen public housing agencIes. The identities of the agencies have been masked for the

purposes of confidentialIty. ThIS chapter details the key findings of the site research. The

fIndmgs are also reflected throughout the P-BA GUIdebook.

Project-Based Accounting differs considerably from PHA to PHA. However, with few

exceptions, it is useful to the agency m tracking costs and managing developments. The

number of PHAs using project-based budgeung is low, but as an mfonnational tool it IS used

extensively. Monthly reports provide staff wIth a good overvIew of the acUvlUes of the

developments and help them focus on problems or idenUfy unusual trends.

DISCUSSION OF FOURTEEN RESEARCH QUESTIONS

The study of ProJect-Based Accounting was guided by the fourteen research questions

which were included in the contract. During the research deSIgn and development of the

analysis plan, these questions were reVIsed to clanfy and elaborate on the Issues which

fonned the basis for the questions For the benefit of the reader, the issue(s) WhICh

supplemented the questions are mcluded to provide addItional context.

Summary of PHA responses to the research questions are presented m thIS chapter.

There were a range of responses and opmions expressed by PHAs. Whenever appropriate,

specific aspects of the P-BA systems studIed are referenced to illustrate the range of

features, confIgurauon and use. It IS important to recogmze that each P-BA system was m

some manner unique. This uniqueness was only moderately due to the absence of standard

system requIrements or features, and mostly due to the fact that each P-BA system was

installed to support the unique orgamzational and management structure in place at the time.

No PHA had its operations orgamzed Idenucally; therefore no P-BA system had an overall

confIguration WhICh mirrored any other.
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1. What specific benefits are associated with P-BA, as opposed to

consolidated accounting?

Issue: It IS assumed that the availabillty of project-level cost data will Improve PHA

managers' ability to track funds and to identify high-cost projects How have PHA

managers used thiS information to improve their operatlons? What evidence exists

that P-BA has produced more effectlve PHA management?

In general, those PHAs With ProJect-Based Accountmg have found greater

orgamzational capacity to identify the source of cost overruns and mismatches between

available resources and true need at the site level. At many of the data collecuon Sites, site

based managers did not have budget oversight responsibilities, lid not oversee site-based

maintenance, and did not receive mformation on uUlity usage or other accounts that

represented controllable expenses. Through the site visits, it was observed that Senior

Managers benefited the most from the P-BA reportmg capaCity. In general, all P-BA

systems observed broken-out items in such a manner that any under-runs or over-runs

agaInst the operating budget could be traced back to speCifiC developments or proJect- level

cost centers Without excessive research or reconstrucuon of records.

In some cases, comments were made in lifferent organizauonal areas of the PHAs

that down-played the effectiveness of the P-BA system There appeared to be a lmk between

the comments and how effecuvely the P-BA reportmg system was tailored to the needs of

staff in that functional area. At one PHA, the project management staff reported no

significant benefit, but that PHA limited field managers to lease enforcement and rent

collecuon. Another and much larger PHA's project management staff felt that the P-BA

reports contained discrepanCies m terms of posungs and confusion between items included on

a cash baSiS and accrual, which m tum led to difficulty m determining exactly where therr

budgets stood.

SpecifiC supportive or critical comments aside, most semor managers recognized that

in theory P-BA system mcreased accountability and that a system deSigned to their unique

organizational needs would enhance problem idenufication beyond the capacity available

through a consolidated system.
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2. Since P-BA is not required of PHAs, why did certain PHAs convert
from consolidated to P·BA?

Issue: HUD requires only consolidated accounting of costs from PHAs. What

prompted some PHAs to switch to P-BA? What studies/analyses did these PHAs

perform to support the decision to adopt P-BA?

The decIsion to obtaIn P-BA capacity was in maJ.lY but not all cases, related to

automation. Many of the PHAs which were VISited had automated or upgraded thelt

automanon as a benefIt of the HUD Pubhc Housmg UrbaJ.l Ininanves Program in the late

1970s aJ.ld early 1980s. An objective of that program was to develop project-based budgenng

capacity at the PHAs. Some of the PHAs found that such systems aIded theIr internal

management needs, even though reports must stIll be submitted on a consohdated basis. It

should be noted that most Area Offices were not set-up to analyze the more detailed

information made available through the new system.

No studies or targeted aJ.lalysis of P-BA were undertaken by the PHAs prior to

installanon of the systems. In most cases, the converSIon to P-BA systems appeared to be a

secondary benefit of the automation process. In several cases, the establishment of P-BA

was a benefit of accountmg software that met the overall needs of the authority but also had

the capacity to track by cost center and the addinonal data entry steps were mlmmal once the

coding system for allocation was learned

3. What significant differences exist among installed P-BA systems?

How do these differences affect the operation of P-BA?

Issue: It is assumed that PHAs which have Installed P-BA generally have done so

independently ofone another, producing P-BA systems which may differ. Further,

PHAs which have installed P-BA possess different operating circumstances and

charactenstics. Are there particular PHAfeatures or P-BA approaches which are

aSSOCiated with the degree of benefits derived from P-BA?

Specific differences clustered around specific features How cost centers were defined

varied from PHA to PHA. The type and number of sub-accounts also vaned. The type of

reports aJ.ld theIr readership related directly to the unique organizational needs of each PHA.

Reporting varied based on the amount of decentralization in the maJ.lagement structure.
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Systems of cost allocation varied. The variety of cost allocation approaches was directly

related to how the cost centers were defined. One PHA had formally linked budgetmg at the

project level WIth capital planning. The use of a P-BA system for the purpose of internal and

quality control for the operations of the agency also varied from PHA to PHA.

It appears, and is the opimon of the OKM project team, that carefully defined cost

centers, with appropriately expanded chart of accounts (use of sub-accounts), budgets

prepared at the project cost center level, links between operating and capital budgets and the

establishment of operating standards through a mternal and qualIty control staff all enable a

PHA to maximize the usefulness of P-BA as a management tool. Absence of these features

or poor conceptualization of these features diminish the value of the system as a management

tool:

It appears that those agenCIes with strong and stable semor management have made

the best and most consistent use of their P-BA systems. In addition, the presence of at least

one individual on staff who was capable of modifying the system as the PHAs grew m SIze

and changed organizational structure was essential to keeping the system viable. In those

cases in which proJect-level management staff were allowed to utIlize the reports for their

decision-making, a higher sldllievel was required. WhIle in theory any PHA should benefit

from the detailed information available through a P-BA system, medium and larg~ PHAs with

multiple cost centers appeared to derive maximum benefit. Total units under management

was not, by itself, the key indicator of whether a PHA would receive maximum benefit from an

installed P-BA system. For a PHA to get the full benefit ofthe accountability P-BA

introduces, sufficient staffare needed to separate operations from accounting and both of

these from an internal control and audit function. Should a staff member's responsibilities

include tasks from more than one of these three areas, then the operational checks and

balances that a P-BA system can promote are diminished.

4. What differences exist between the operations of consolidated and P-BA

systems, and what effect do these differences have on PHA administration?

Issue: In order to understand the full ImplicatIOns of converting to, and maintaining,

a P-BA system, PHAs and the Department must be aware of: (l) the operational

differences that exist between consolidated and P-BA systems; and, (2) the extent to

which these operational differences Impact upon PHA administratIOn Does P-BA
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imply a change in staff skills and/or responsibillties? Does P-BA prompt a more de

centralized approach to PHA management?

Based on the sites which were visited as part of the study, there is not a strong

tendency to increase sHe-based management responsibilItIes. It appears that the installation

of P-BA did not lead directly to any PHA changing over to a decentralized management

system. P-BA is neutral in that it can be implemented to support any existIng organizational

structure. It should be noted that three of the PHAs wHh P-BA systems (including the

largest two in the study) did have decentralized management systems in place, but P-BA

was not the primary reason for decentralization as a management approach. The changes in

staff skills and responsibilities that might occur depend on changes in the reporting

distribution, which nught require additional traming should the staff person not be familiar

with the purpose and use of the report. Retraining for data entry staff would be necessary but

the add1tional coding, once learned, would not requITe new skIlls or added responsibilItIes.

a. How are responsibilities for specific line items in a Project-Based Accounting

system and the related budget management, assigned among staff members of the

PHA?

Issue: It is expected that project level financial information IS used to improve

accountability and to provide program and site staff with the mformation needed to

make deciSIOns which affect proJect-level management. How does a PHA accompllsh

thIS through the assIgnment of responsibility for expenditure activity and management

as It relates to P-BA?

As every operational area at a PHA has a related cost which is allocated to an

account or sub-account, it is possible to tie fluctuations in that account to the actual

performance and decisions of the manager(s) who oversee that operatIonal a:t:ea. PHAs were

visited in which a manager gets reports for operations under their control, and PHAs were

visited ill which only the most senior managers get the informatIon. No PHA visited

significantly modified its organizational model because ofP-BA being installed (though

other reasons may have led to a change in the Table ofOrganization orjob descriptions).

There is no specific method or reason to the assignment ofdirect responsibility that appears

to be directly related to P-BA.
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b. How have PHAs specifically altered their accounting systems to

accommodate P-BA?

Issue: It is expected (and is the direct experience of the project team members) that

in order to implement a P-BA system which fits the operational definttion being used

in this project, that some level ofalteration or change to the PHAs accounting

systems will have been necessary. How dId the PHA change its consolidated system

to provide project-level information? What accounts does It use or not use and why?

Even if the PHA has only replicated the HUD accounts on a project-by-project basis

which if any of these accounts does it not track? Finally, in comparison with its

original consolidated system what sub-accounts mIght It use or have added or

deleted?

Modifications of the Chart of Accounts vaned from PHA to PHA. All Chart of

Accounts used by PHAs contained at the least the basic accounts carried on the consolidated

chart specllied by HUD in Handbook 7501.1. Larger agencies tended to have more sub

accounts which are used to track informatIon within each cost center. Across PHAs,

maintenance and utIlitIes accounts have the most sub-accounts. For a more detailed

presentation on the Chart of Accounts at the PHAs see the summary matrix, Figure 3-2,

located on page #57. DependIng on the site, dIfferent sub-accounts are used, such as a site

that has only electrical usage and no gas or other fuel usage. The issue appears not to be the

accounts used or not used, but the level of detail that needs to be tracked relatIve to the

PHA's need for accountabIhty, planning, and internal control. It was observed that not every

account needs to be summarized in a report that is directed towards the site-level managers

if the account is not controllable by the actions of that manager.

c. What other program and organizational considerations does the PHA make in

operating its accounting system and in overall budget management?

Issue: P-BA systems are expected to provide financwl detml at a level sufficient to

better assess project operations. If a PHA has a P-BA system why should it not be

expected to have developed cost centers relating to departments, dIvisions or other

management or program clusters in order to improve information available on other

various aspects ofPHA operations? How has a PHA organized ItS Internal

operations In response to P-BA or has the PHA adapted its P-BA system to improve

or make better use of ItS organizational structure that was in existence prIOr to P-BA?
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---------------------------------------- - -

Many PHAs use their P-BA system to track all agency operatIng income and

expenses. This can include leased hOUSIng administration, modernization, and other

programs which are not federal conventional low income housing. It appears that the process

of defining cost centers has led several of these PHAs to become more conSCiOUS of the

individual functional areas and programs of the authority and how they use resources and

support each other. As mentioned above, no PHA stated directly that P-BA made them

change their organizational structure. However, many examples were cited as to how the

information available through P-BA has led to analysis of operations and changes in

procedures or modifications in the organizational structure that might not have occurred if
information was only available on a consolidated basis.

d. Is P-BA enhanced by, or does it require automation to be an effective
accounting system?

Issue: Many PHAs will use micro computers with spreadsheet and related standard

"over the counter" programs. In differentiating between automated and manual PHAs

and in assessing the PHAs' true financial systems capabiltty, the determination of

what constitutes automated and manual "dnven" systems at the PHA will be of

importance to the project. This is particularly significant when determining the

differences between operating systems in place at the PHA and the different size

categories ofPHAs, as well as whether they require similar levels of support to both

install and sustain P-BA

As the P-BA PHAs viSited had virtually no manual accounting systems at any level in

the organization, the major role that the field staff took in reVieWIng financial data or providing

additional or enhanced information seemed to be liffilted to reviewing reports generated by

P-BA to notice discrepanCies. No' PHAs had a site-based system of either a manual or

automated nature that tracked site-based data independent of the P-BA_system. However, in

several circumstances, indiVidual managers did maintain their own tracking so that they could,
review and provide quality control on the reports they received about activity at thep- sites.

, ,

e. How is the accuracy of financial and accounting confirmed at the project
level?

Issue: A PHA should have a mechanism for quality control, to accurately track the

information that is bemg generated by the system at the project level. Since much of
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the "source" information will form the basis for the larger allocation ofexpenses and

reporting of expenditure activity, accuracy is the key to a successful system. The

process for reviewing P-BA generated information to assess accuracy and the

integrity of source data being utilized by the PHA system is therefore, essential to

assessing the reliability of the entire P-BA system.

All PHAs practiced quality control in one fonn or another. The issue of quality control

appeared to be 1+ large concern of the managers whose perfonnance or available budgetary

authority was affected by what the P-BA system indicated was accrued or encumbered. The

issue of quality controlled managers at several PHAs to indicate that the practical aspects of

P-BA can be limited based on the confidence level of the infonnation reported and the proper

allocation of expenses in a manner that reflects the actual operations of the agency. While no

PHA had a staff person or group designated to investigate apparent errors carried on the

reports, site-based managers at several different PHAs thought that some fonn of an

ombudsman or independent quality control function was needed.

S. What cost elements must be accounted for at the project level to provide a

true picture of the cost of operating a project?

Issue: It is assumed that utilities, maintenance and custodial labor, and material and

supplies should be accounted for at the project level. What other items, consistent

with existing HUD accounting requirements, should be and could be accounted for at

the project level?

The inclusion of additional items besides utilities, maintenance and custodial labor,

and material and supplies depends on the exact division of responsibilities and functions at

the PHA. The OKM team would suggest the use of specific additional categories. One

category that could be added is the legal costs as they pertain to evictions or other cost

center or project ,specific issues. Employee benefits and certain type of insurances such as

automotive could also be accounted at the project or cost center level depending on the type

of benefits and the attribution of specific insurance. At a minimum the following items should

be carried:
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Income

Dwelling Rental (account 3110)

Excess Utihties (account 3120)

Nondwe1ling Rental (account 3190)

Interest on General Fund Investments (account 3610)

Other Income (account 3690)1

Expenses

Administrative Salaries (account 4110)

Administrative Expenses Other Than Sa1anes (accounts 4130, 4140,4150,

4170,4171, and 4190)

Tenant Services (accounts 4210, 4220 and 4230)

Utilities (accounts 4310,4320,4330,4340, 4350 and 4390)

Ordinary Maintenance and Operations (accounts 4410, 4420 and 4430)

Protective Services (accounts 4460, 4470 and 4480)

General Expenses (accounts 4510 and 4590)

Non-routIne Maintenance (accounts 4610, 7520 and 7540)

In regard to utilities, it is recommended that the PHA take steps to provide for all categories

of utilities expenses which are collected and reported on HUD Forms 52722A and 52722B.

a. How is operating data used to make decisions on capital improvements?
Should there be a link between capital planning and operations?

Issue: HUD does not require Project-Based Accounting systems, only consolidated

systems. It is up to the PHA to determine the mtegration of their financial

management and planning between programs. Does a closer link between operating

and capital programs Improve operations? How, or even do, the PHAs relate capital

improvement planning and financial activity with their conventional operating

program?

INote the PHA If applicable, should mclude amounts contnbutable to accounts 7110 and 7530 under
Operating Receipts. For further mstruClions please see the Gwdebook.
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Within a litnlted context, as noted from the sIte visits, It appears that capital and

operational planning are mtegrated at the PHAs. Unusual mamtenance costs at a

development were cited in several instances as the justification for deciding to modernize a

physical system. The ability to use P-BA to develop support!p.g documentation for funding

and grant requests was also cited. In fact, one of the larger PHAs WIth a P-BA system had a

capital planning process which required review of operational expenses to help identify capital

items and pnonties.

b. For some PHAs, in particular large PHAs, additional programs besides the

federally subsidized low income public housing program provide resources to the PHA

for the provision of additional services to residents. How should the costs of these

programs be accommodated in a P-BA system?

Issue: Many PHAs incorporate other program funding, especially related to social

services, into their operating and financial plans. As a component ofoperations,

additional sources offunds need to be addressed in order to convey a,complete

financzal pIcture. How do PHAs account for financial activity supponed by other

program funding and use thiS information to assess financzal data generated through

the P-BA system?

In several cases, departments other than those directly involved in conventional low

cost publIc housmg were accommodated m the P-BA system. They were treated as cost

centers no differently than a development might be treated as a cost center. These are

essentially. program-based cost centers.

6. How should costs be allocated when they cannot be broken down to the
project level?

Issue: There are expected to be instances when items which can normally be

accounted for at the project level are shared by several projects, creating the need to

pro-rate costs. For example, one utility system may serve several projects or one

project manager may be in charge ofseveral projects

In those cases in which these indivisible costs were not treated as their own cost

centers, prorations by unit counts was the most commonly used approach.
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7. How should central office costs be accounted for in a P-BA system?

. ,
Issue: In addition to overall administration and direction, there are a number of

, " <

functions that PHAs normally administer in a centralized fashion, such as insurance,

labor relations, purchasmg, eligibility determmations, and legal work. Is it desirable

to pro-rate these central office costs to .the proJef:t lew!,!? If yes, what would be the

best approach to pro-rating?

The PHAs did not express a clear ratIOnale for choosing one approach over the other.

Prorations by unit counts was by far the most common even if It skewe4 project .specific costs

for services a specific site might not have received. It IS om: experience, that proration by unit

count is likely the most common method because it requires no analysis of which cost

center(s) receives the spec!fic benefit or partial benefit of the service. Several of the PHAs

with P-BA did establish department cost centers wIth their own budgets in order to avoid the

need to allocate some or all central office costs to the developments.
, .

8. How should "project-level" costs for scattered-site units be accounted for in a
P-BA system?

Issue: Many PHAs have a relatively large number of scattered-site units. Although

counted as one "pr;oject': by HUD for ACC purposes, these units can be very different

.from one another, and are often scattered throughout the community. For management

purpos~s, it would be ideal to get actual costs for each scattered-site structure.

However, this may not be feasible for large PHAs with many scattered-site units.

During our site visits, no PHA provided an existing model as to how scattered-site

related cost~ can ,be tracked. Several of the systems have the c,apacity to track utility and

maintenance related costs by unit and therefore specific site, but other types of costs are

usually prorated by unit distribution, which is blind to whether a structure is a one-family or

multi-famIly structure. None of the P-BA systems seem to addr~ss locational issues which

can impact upkeep and service expenses.

9. How sho~ld a Projel?t-Based Accounting system account for :'project-Ievel":
costs for developments which contain more than one housing type, such as high-rise

elderly buildings and low-rise family at the same site?
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Issues: It is generally acknowledged that both structure type (high rise, low-rise,

etc.) and occupancy type (family, elderly) have an impact on the costs ofoperating the

properties. To get a true picture ofcosts, would it be desirable or useful to account for

costs by structure type or occupancy type ofbuildings within a project which includes

nwre than one structure or occupancy type? Would it be useful to PBA nwnagement?

To BUD for nwnitoring or research purposes? Would the costs ofaccounting to this

level outweigh potential benefits?

No P-BA system reported data on a structure-by-structure basis, which is what would

be required in order to make the distinctions for housing type. Interviewees acknowledged

that operating costs varied because of the mix of structural types at a development. Several

of the P-BA systems could even report maintenance costs and rental mcome by structure

because of unit addresses, but no PHA had cost centers based on structure type. If people

were to address the issue as a discrete cost center, it is the opinion of the OKM project team

that there would not necessarily be a greatly increased cost, but it would require more

elaborate coding of accounting data or greater use of proration of expenses.

10. What project-level reports should the P-BA system be capable of producing?

Issue: While it is anticipated that the PBAs will choose to specify the repons that

they want their own installed systems to produce, depending on their own perceived

management needs for information, the P-BA system should be capable ofproducing

cenaln standard project-level reports for BUD research and nwnitoring purposes.

Simply put, the research concurs with the opimon of the OKM p~oject team that the

reports should cover line items or accounts which relate most directly to the operation of the

developments by field personnel or the activities of the agency's departments. Reports

should be at least monthly and provide an account-by- account description of budget versus

expense items as well as income. It is proposed that the basic report for HOD should consist

of all items up to line 620 on HOD Form 52599.

a. Who uses reports generated by the P-BA system. at a project, regional,
central, and any other level- and what do they do with the information?

Issue: It is not enough to know if repons are generated; the flow of information and

the users of the documents are key to identifying any benefits to a functioning system.
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If the products are not universally understood, they will not be an effective instrument

for making management decisions. An examination of the link between what repons

are generated, who the reports are for, who uses them and how they are used is

critical to assessing whether a P-BA system IS effective at a PHA.

Except for the very largest PHAs visited for the study, reporting was found to be

limited to senior and functional area managers. Other staff had access to these reports but

were not the primary readers. Maintenance was one operational area that had the most

extensive reporting because of the ability to track labor and material costs, type of activity

(routine, emergency, and preventive) and location (unit or building) through an accurate and

complete work-order system. In the larger PHAs, the key to effective use of the reports was

an understanding of what information the reports were based upon so that factors like time

lags between obligation of funds and their appearance on the actual report could be

considered in the planning and decision-making process.

11. What PHA·level reports should the P·BA system be capable of producing?

Issue: HUD now requires PHAs to report financial and budget information on a

consolidated basis, i.e. covering all projects in one report. The Department does not

now contemplate changing this basic budgeting and reporting procedure. Therefore,

the accounting system must take into account the need to produce these consolidated

reports, such as the HUD-52599.

The research affirms that a P-BA system will not Impair a PHA's capacity to generate

consolidated reports in such a format as the HUD Form 52599. All P-BA systems which

were reviewed as part of thIS study pennitted all account and subaccount information by cost

center to be "rolled" into aggregate reports. It appears that all the systems currently online

at the PHAs have the capacity to assemble any grouping of accounts or subaccounts by any

group of cost centers should such tailored reports be required.

12. What is the estimated cost of converting from a consolidated accounting

system to a P-BA system?

Issue: It is necessary for PHAs and the Department to know the estimated costs of

converting from consolidated to P-BA systems in order to budget for these costs and to

make judgments about the rate of implementation. The contractor shall develop cost
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estimates for conversion which include not only the cost ofsoftware and hardware,

but also training and all other costs associated with instalhng a P-BA system.

The basic costs for converting to a P-BA system appear to be no different than the

costs of automating or upgrading an automation system. None of the PHAs visited could

provide cost data or analysIs which presented the incremental difference in costs for a P-BA

system versus a non-P-BA system. The cost of training appears to be no different than that

associated with the introduction of any new repornng system. Should a PHA determine to

decentrahze its management structure, it appears that the cost is no different whether or not

P-BA is included as a supporting system. Decentralization does appear to maximize the

benefit of P-BA and is readtly supported through ,the basic automation required to support

P-BA. Further, a decentralized management structure does appear to have a higher staff cost

associated with operation.

13. What is the estimated cost of administering a Project-Based Accounting

system, in contrast with a Consolidated Accounting system?

Issue: There may be additional specific costs associated with administering P-BA

systems which are not now incurred by PHAs operating consolidated accounting

systems. The Contractor shall identify costs assoCiated with operating a P-BA

system, and shallidentlfy the extent to which these are additional costs, or are a

substitute for other costs.

There appears to be no data available at the PHAs visited which can answer this

question. Based on interviewee comments, there appears to be an mitial greater effort in

implementing a P-BA system because of the need to establish cost centers and to change the

organizational approach from a consolidated basis to one that make distinctions between

services and their related costs and the specific recipients of those services. Also, for staff

without any conceptual framework to understand the differences between a consolidated and

cost center approach to accounting, there appears to be a longer leammg curve which can

translate into increased training costs or costs associated with quality control systems. As

described elsewhere, installing P-BA at the same time as automation or upgrading

automation appears to not have increased costs that can directly be attributed to P-BA.

Therefore, the costs of going to a decentralized management model from a centralized model

are not increased by the installation of P-BA at the same ttme.
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, 14. What procedures and criteria should be used in evaluating proposals to

install a Project-Based Accounting system?

Issue: The Department recognizes the need to provide assistance to PHAs In

Installing P-BA systems. Accordingly, the Contractor shall identify the key

considerations in selecting a system to be Installed, and in ensuring that vendor

sUpport for the system is adequate.

It was found that the'most effective use of a P-BA system was when it was modIfied

to match PHA organizational changes. Ease of system maintenance, the ability to create ad

hoc reports, and the abilIty to create new accounts or sub-accounts as needed, are"all of

benefit. It also appears that integrated databases and systems that require only one entry of

data into the system are also of value. User groups to design the system specifications are

important to making the system responSIve to user needs. Quality control features and ease

in addressing mcorrect data are also of benefit. Staff traming is another component of P-BA

which should be carefully considered with other aspects of implementation. For additional

information, see Appendix IT in the P-BA GUIdebook for specific proposal evaluation criteria.

CROSS·SITE ANALYSIS

All of the sites partIcipated in oral interviews, with the questions diffenng for P-BA

and non-P-BA sites. As with any research project, the degree of informanon differs according

to certain variables that eXIst at the sIte that are beyond the control of the research team -

number of respondents, respondents' degree of knowledge and interest in subject matter, and

overall PHA commitment to the pr?ject. It should be noted that all of the participating sites

were extremely helpful in their commitment to aiding the research team. All of the PHAs

provided the required staff members and worked to accommodate the schedules of the

research team.

It is interesting to note that although PHA senior management may feel that P-BA is

used throughout an agency, questioning lower level staff yielded different results. Many

managers at the project level felt that the concept on a whole was laudable, but they felt that

they were not involved enough. A large number of managers wanted more input into the

budgeting process, coinciding with greater control of their development. However, budget

staff often complained about territoriality and their opposition to excessive input by
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managers. Much of this disagreement stems from the basic issue of allocation of funding and

the different perspectives of the two positions. The managers are based on-site. They

determine the needs (whether justifiable or not) and look for timely results. The budget

staffs goal is to keep the PHA solvent and present a balanced budget.

Despite PHA staff representations to the contrary, the research team concurred from

direct observation that actual budgeting at the cost center level at most of the authorities

studied is a fairly closed process. The budgeting issue extends beyond the issue of P-BA

and non-P-BA, although those PHAs With P-BA Will be able to budget in a more meaningful,

and informed manner. The OKM project team believes that the mam problems are the lack of

training, the lack of setting of prionties, and often a lack of cohesiveness and communication

throughout an agency's activities. Again, Without a full understanding of the budget process

and the relationship between funding and management, managers and financiallbudgeting

staff fall prey to recurring problems. Most managers could not respond to the question, "Do

you know or understand how a subsidy is determined?"

Charts containing the information gathered at the sites can be found on pages #51 to

#60. There are two charts. The first chart, entitled Site Data P-BA and Non-P-BA (Figure

3-1), contains the responses to questions generated by OKM and are mtended to present an

overview of each site. The first section provides demographIc data and information on the

PHA. The second section addresses automation, type and costs. The last section is

directed to P-BA and operating statistics. The second chart, entitled Chart of Accounts

Companson (Figure 3-2), is a detailed breakdown of how PHAs group therr classification of

accounts. Please refer to Figure 3-1 and Figure 3-2 for information related to the following

discussion.

Only one site of the fifteen studied is not automated. This site is in the preliminary

process of procuring a system. Two frrms provide the bulk of computer hardware, McDonnell

Douglas and IBM, although three other companies are also listed as hardware providers.

The software distribution is more diverse. CCS is the only frrm providing software to more

than one agency. CCS accounts for one third of the software distribution among the agencies.

The cost of automation seems to be directly tied to the number of umts: the larger the agency,

the higher the cost.. Also, more recent systems are less expensive than the older

installations. The average length of automation for all of the Sites is 6 years, with a range of

3 to 10 years. Some of the sites are still in the process of installing different modules.
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Is there budgeting at the Cost Center Level?

Do they use P-BA in operatlonal planning?

Do they use P-BA in capital plannlng?

Are new operations planned?

How are report formats driven?

Any auditors findlngs in relation to P-BA?

Is the organizational model decentralized,

central 1zed or mixed?

How are cost centers dellneated?

P-SA /automatlon timing

What is the allocation method?

Does the staff receive monthly reports?

Are they targeted to individual staff needs?

Agency have in-house programming capacity?

Did installing P-BA require a reorganizatlon of

the PHA?

Is there Department-based budgeting?

Do the managers prepare actual budgets?

'.

FIGURE 3.1 - SITE DATA P-BA AND NON- P-BA
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FIGURE 3.1 - SITE DATA P-BA AND NON- P-BA
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What 1S the allocat1on method?

Does the staff receive monthly reports?

Are they targeted to indlvldual staff needs?
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Do they use P-BA in operational planning?

Do they use P-BA in cap1tal planning?

Are new operat10ns planned?

How are report formats driven?

Any auditors findings 10 relatlon to P-BA?

Is the organ1zational model decentral1zed,

central1zed or mixed?

How are cost centers delineated?

P~BA /automatlon tlmlng

FIGURE 3.1 " SITE DATA P"SA AND NON" P"SA

I #1~ IIQ1l-Hll IW, lJOlI-P-1lA I #is 1(Q!H'-II11

I:: I~:;'-A----I~::~---

No N/A No

Stlll installlng No Yes, m1nor

modules enhancements

User N/A MIS area

N/A N/A N/A

MIxed Cent ra II zed Central 1zed

Would be Project Development

develooment

Automat10n first Same tlme * Same time *
* Have unused P-BA caoacltv

Umts Umts Umts

No Yes No

No No

Yes Llmltecl Liml ted

f N/A N/A N/A

N/A Yes N/A

No Yes No



FIGURE 3.2 • CHART OF ACCOUNTS COMPARISON

11Ullt'tl\t C*I!:
3110 · Dwell mg lncome 1 subaccount Yes 1 subaccount Yes Yes Yes Yes 1 subaccount
3120 · Excess util,tles No Yes 1 subaccount Yes Yes Yes No Yes
3190 · Non dwelling rental Yes Yes 1 subaccount Yes No Yes No No

IIWlt lUlliUt llltl:ile
3610 · Interest 3 subaccounts Yes 2 subaccounts Yes Yes Yes Yes Yes
3690 • Other income 2 subaccounts Yes 3 subaccounts 1 subaccount Yes Yes 3 subaccounts 9 subaccounts

Additional Addltl0nal

IOPl1Itl\n..tl llXPllllSl!:S
4110 · Acin,n Salaries 4 subaccounts Yes 10 subaccounts Yes 1 subaccount Yes Yes Yes
4130 · Legal Expenses 4 subaccounts 1 subaccount 9 subaccounts Yes 1 subaccount Yes Yes Yes
4140 · Staff Traimng Yes 1 subaccount 11 subaccounts Yes Yes Yes Yes Yes
4150 · Travel 3 subaccounts Yes 9 subaccounts Yes No Yes Yes Yes
4170 · Accounting/Audlting Fees Yes Yes 4 subaccounts Yes Yes Yes No Yes
4180 · Office rent No No under 4190 5 subaccounts No (teleohone) No No (teleohone) No Yes
4190 - Sundry 33 subaccounts 21 subaccounts 28 subaccounts Yes 22 subaccounts Yes Yes 46 subaccounts

Adch tl0nal Adchtl0nal AdditIonal, 4160
Publications

1-mIlAM liJ,lW1Cl<S
4210 · Salaries Yes Yes 11 subaccounts Yes Yes Yes Yes Yes
4220 · Recreation/Publications Yes Yes 23 subaccounts Yes Yes Yes Yes 24 subaccounts
4230 · Contract Costs 7 subaccounts Yes 20 subaccounts Yes No Yes Yes 2 subaccounts

Additlonal, 4299 Additional, 4240 .
Total tenant ser. Cltv Tenant Org.

WTlt.llltS
4310 · Water Yes Yes 3 subaccounts Yes Yes 2 subaccounts Yes Yes
4320 · Electriclty Yes Yes 3 subaccounts Yes Yes Yes Yes Yes
4330 · Gas Yes Yes 2 subaccounts Yes 1 subaccount YeS No Yes
4340 · Fuel 4 subaccounts Yes 2 subaccounts Yes Yes Yes No No
4350 · Labor 3 subaccounts Yes 10 subaccounts Yes Yes Yes No No
4390 - Other util itles expenses Yes Yes 10 subaccounts Yes Yes Yes Yes Yes

Adchtional Additional, 4399 Additional
TotaL utilltles 4370 sewer

Key.
l'llS - foU_lIW CIIlOWlf!lllltl(lll
NO· ttaosHi""Uon 0_ Not Ellist

It lIIJJAC!:WIf{S - ~'" 01' l'WWl1'l\ll\W
ADllfllCllfd.· Ac"OlOlto (nat _tlMlt$) l<l\lcll Ill'<! not iMltded il> lIW tll8/'t <If M_s



FIGURE 3.2 - CHART OF ACCOUNTS COMPARISON

I
1000001~AAf lIA 1~11!IIAtIf:E

4410 · Labor 5 subaccounts Yes 138 subaccounts Yes 4 subaccounts 2 subaccounts Yes S subaccounts
4420 · Materials 31 subaccounts 2 subaccounts 30 subaccounts Yes 30 subaccounts 1 subaccount Yes 19 subaccounts
4430 · Contract Costs 16 subaccounts Yes 32 sub accounts Yes 28 subaccounts Yes 4 subaccounts 9 subaccounts

AddItional, 4400
Haint. & operat.

I'OO1'l!cflllE Sl!ll:\tltl!S
4460 · Labor 4 subaccounts Yes 6 subaccounts Yes Under acct 4800 Yes No No
4470 · Materlals 3 subaccounts Yes 9 subaccounts No Under acct 4800 Yes No No
4480 · Contract Costs Yes Yes S subaccounts Yes Under acct 4810 Yes No 4 subaccounts

Additional, 4499
Total crotective

IG~fillA~ ll)(l'I'ilISll$
4510 - Insurance 10 subaccounts Yes 51 subaccounts Yes Yes Yes Yes 7 subaccounts
4520 - PILOT Yes Yes 1 subaccount Yes Yes Yes Yes Yes
4530 - Terminal leave payments 1 subaccount Yes 2 subaccounts Yes No Yes No Yes
4540 - EmpLoyee benefit 4 subaccounts Yes 53 subaccounts Yes Yes 1 subaccount 3 subaccounts 6 subaccounts
4570 · CoLlectl0n losses Yes 1 subaccount 3 subaccounts No Yes Yes Yes Yes
4580 · Interest on Admin/Sundry No Yes 2 subaccounts Yes Yes Yes No Yes
4590 · Other general expenses Yes Yes a subaccounts Yes Yes Yes Yes Yes

Additional Addltl0nal

~ON·IlOOnNli MMlITl'ilI~Cll

4610 ~ Extraordlnary Malnt. Yes Yes Yes Yes 57 subaccounts Yes Yes 6 subaccounts
4610.1 - Lebor Yes Yes 111 subaccounts Yes Included In 4610 No No No
4610.2 - MaterIals Yes Yes 25 subaccounts Yes Included In 4610 No No No
4610.3 ~ Contract Costs Yes Yes 1 subaccount Yes No No No No
4620 ~ Casualty Losses Non Cap. Yes Yes Yes Yes No Yes No Yes
4620.1 · Labor No Yes 106 subaccounts Yes No Yes No No
4620.2 · Materials Yes Yes 24 subaccounts Yes No Yes No No
4620.3 - Contract costs Yes Yes 1 subaccount Yes No No No No
4620.4 - Proceeds from insurance Yes Yes 2 subaccounts Yes No No No No

Additional

IQl'liMHJj(l ll)(l'. 1'0It PllOl'~Tl

7540 - Property betterments Yes Yes Yes No Yes Yes Yes
7540.1 - Labor No Yes 109 subaccounts Yes No No No
7540.2 - Materials No Yes 25 subaccounts Yes No No No
7540.3 · Non expendable equlpment No Yes 17 subaccounts Yes No No No
7540.4 · Contract Costs No Yes 1 subaccount Yes No No No

Additlonal,7540.5
Insurance Droceed



FIGURE 3.2 • CHART OF ACCOUNTS COMPARISON

rRElitAl tltt~1t

3110 · Dwelling lncome Yes Yes 10 subaccounts 2 subaccounts 2 subaccounts 2 subaccounts Yes
3120 · Excess utilities Yes No 10 subaccounts Yes Yes Yes No
3190 · Non dwelllng rental Yes No Yes Yes Yes No No

Ackhtlonal

UIOlI R£IITAl lllC~£

3610 · Interest Yes No Yes Yes 1 subaccount Yes Yes
3690 - Other lncome Yes No 2 subaccounts Yes Yes 6 subaccounts 2 subaccounts

Addltl0nal, 4000 AdchtlonaL
Exoense control

1000e1iATlWil llXPElISltS
4110 · Admm Salarl es Yes Yes 1 subaccount Yes Yes 1 subaccount 2 subaccounts
4130 · Lega l Expenses Yes Yes Yes Yes Yes Yes Yes
4140 · Staff Training No No Yes Yes 2 subaccounts Yes Yes
4150 · Travel Yes Yes Yes Yes 3 subaccounts 4 subaccounts 2 subaccounts
4170 · Accountlng/Audlting Fees Yes No Yes Yes Yes Yes Yes
4180 · Offlce rent No (teleohone) No No No No No No
4190 · Sundry 11 subaccounts 2 subaccounts 18 subaccounts Yes 15 subaccounts 26 subaccounts 15 subaccounts

l11:tIi\NT SltRV1Cl<S
.210 · SalarJes No Yes 2 subaccounts No 1 subaccount No Yes
4220 · Recreatlon/Publlcations Yes No 7 subaccounts No No No 11 subaccounts
4230 · Contract Costs Yes No Yes Yes Yes Yes Yes

ftJTlllilES
4310 · Water Yes Yes 10 subaccounts Yes Yes Yes Yes
4320 · Electricity Yes Yes 10 subaccounts Yes Yes Yes Yes
4330 · Gas Yes Yes 10 subaccounts Yes Yes Yes Yes
4340 · Fuel Yes Yes 10 subaccounts Yes Yes Yes Yes
4350 · Labor Yes Yes 10 subaccounts No 1 subaccount Yes 1 subaccount
4390 · Other utilities expenses Yes No 10 subaccounts Yes, addltl0nal Yes Yes Yes

Add1tlonal 4360 . Additional Addltional Additlonal
4311 sewer Conservation



FIGURE 3.2 • CHART OF ACCOUNTS COMPARISON

IORlllllAllY HMMTllllAllt:!!
4410 · Labor Yes Yes 7 subaccounts Yes 1 subaccount 1 subaccount 46 subaccounts
4420 · Materials 19 subaccounts Yes 13 subaccounts Yes 16 subaccounts 1 subaccount 33 subaccounts
4430 · Contract Costs 9 subaccounts 5 subaccounts 16 subaccounts Yes 13 subaccounts 21 subaccounts 33 subaccounts

!J'I{OTJ:CTlVll 1>E!lVIt:!!S
4460 · Labor Yes No Yes No No Yes 3 subaccounts
4470 · Materials Yes No Yes No No No 12 subaccounts
4480 · Contract Costs Yes No Yes No Yes Yes B subaccounts

It:!!HElW. EllPEtlSlt.$
4510 · Insurance Yes Yes Yes Yes Yes 9 subaccounts 1 subaccount
4520 · PILOT Yes Yes Yes Yes Yes Yes Yes
4530 · Terminal leave payments Yes Yes Yes No Yes Yes No
4540 · E""loyee benefit Yes Yes S subaccQunts Yes 2 subaccounts 6 subaccounts 3 subaccounts
4570 · CoLlection Losses Yes Yes Yes No Yes Yes 1 subaccount
4580 · Interest on Admln/Sundry No No Yes No No No Yes
4590 · Other general expenses Yes No Yes No Yes Yes 3 subaccounts

INlm"R.«l'tllIE MINTlt.lIAIItE
4610 • Extraordinary Maint. Yes Yes Yes No Yes Yes Yes
461G.1 · Labor No 34 subaccounts 10 subaccounts No Yes No Yes
4610.2 • Mater,als No 34 subaccounts 10 subaccounts No Yes No Yes
4610.3 • Contract Costs No 34 subaccounts 10 subaccounts No Yes No Yes
4620 ~ Casualty losses Non Cap. Yes No Yes No Yes Yes Yes
4620.1 · Labor No No 11 subaccounts No Yes No Yes
4620.2 · Materlals No No 11 sub accounts No Yes No Yes
4620.3 · Contract costs No No 11 subaccounts No Yes No Yes
4620.4 · Proceeds from lnsurance No No 11 subaccounts No Yes No Yes

1000I1llM ING Ell!>. ~OR i>_R:TY
7540 • Property betterments Yes Yes 10 subaccounts Yes Yes Yes Yes
7540.1 · Labor No No Yes No No No Yes
7540.2 · Materials No No Yes No No No Yes
7540.3 · Non expendable equipment No No Yes No No No Yes
7540.4 · Contract Costs No No Yes No No No Yes



WHh respect to breaking out the costs of the system, most agencies are only able to

quote a lump sum fIgure that includes traimng and implementation as well as the basic

automatIon expenses. About two-thIrds of the sItes could quote annual mamtenance costs,

although some sites probably included the mamtenance contract cost in the lump sum cost.

One of the research questIons concerned scattered-sItes and the abIlIty to track their

costs m a P-BA system. Almost all of the PHAs have scattered-site units. However, the

majority of the P-BA PHAs group their scattered-sHes mto one cost center or development,

and they are accounted for in the same manner as other developments. Two other agenCIes

place their scattered-sHes mto the geographic cost center most appropnate for the placement

of the SItes. It was also found that the treatments of developments with mixed uses or

building types was not common for this sample. Therefore, no conclusive information can be

drawn.

Although budgetmg is carried out at the cost center level for the majority of the

P-BA sites, it does vary in its degree of agency-wide participation. Two of the medium size

PHAs do not have budgeting at the cost center level. One IS m the process of implementing

P-BA, and one has not implemented P-BA. The newer the P-BA system at the agency, the

less likely that it IS being used in operatIOnal planmng. Conversely, one smaller agency that

has used P-BA for many years is lIrmted m ItS application of P-BA to operational plannmg m

that the system seems to flow on its own accord. An agency that does not distribute monthly

reports and only adheres to P-BA for fmancial capacity is lackmg m the orgamzatIonal uses of

P-BA. Coincidentally, the Director of Management and Operauons at that PHA does not feel

that P-BA IS useful.

Our experience has confIrmed that a general problem with PHAs is limited

communicatIon between departments, therefore the fIndmg that P-BA is not used to its full

capacity in capital planmng IS not surprismg. AgenCIes did express mterest in further

developing a link from P-BA to capital planmng. Maintenance departments often use

information to some degree in capital planning, but it may not have been portrayed m that

manner to other PHA staff, or the other staff were not aware of the capital planning link.

In terms of new operations related to P-BA, most agencies expect to maintain the

starns quo. The highest degree of activity revolves around new or expanded automation.

One agency is completely overhaulmg theIr computer system, while the more newly

automated agencies are stIll addmg modules. One non-P-BA agency is reorganizmg ItS
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management and maintenance operations, as well as upgrading its automation. While the

rnajonty of the P-BA sites can provide custom reports to users, such is not the case With

every non-P-BA site. All of the large P-BA PHAs have in-house programming capacity, and

the only P-BA PHAs that are not equipped to program their reports are two mediUm

agencies. One of these two agencies has a consultant who is employed at the PHA on a

regular basis and attends to its programming needs.

Of the P-BA PHAs, the majority are either decentralized or a combinauon of

decentralized and centralized. Only two PHAs are categonzed as centralized. All of the non

P-BA PHAs are centrahzed, although one site did show characterisucs of both centralized

and decentralized. Two of the sites implemented P-BA m conjunction With the transiuon from

centralized operations to decentralIzed operauons. In addition, they received funding from the

Target Projects Program and the Public Housmg Urban ImtiaUves Program.

In looking at the methods that PHAs use to account for their P-BA cost centers,

accounung for costs by development is the most widely used. Two of the agencies choose

not to use developments. One PHA is very large, and staff felt accounting for costs by

development would be unWieldy and a logistical nightmare. ThiS large PHA accounts for

costs by groups consisting of a certain number of developments clustered geographically. The

groups have enabled the PHA to reduce the reportmg categories to about 22% of the actual

number of developments. The other PHA has clustered its housmg into four geographical

quadrants and one resident management cost center. This PHA feels that too much detail

would be counterproductive for their agency. During the search for P-BA sites, we contacted

a PHA which had used P-BA but abandoned It out of frustration with accounting for over 60

developments by discrete project numbers.

Over 50% of the P-BA Sites implemented P-BA before automating, but stated that the

system functions much more efficiently With automation. Two of the sites installed

automation at the same time as implementmg P-BA, and two automated first, one Without

having decided on the irnplementauon of P-BA.

The allocation methodology centers around unit distribution. As discussed in the

Guidebook, it is felt that this method does not capture the true picture of the agency. This is

one area where the findings of the research point to another course of action. The GUidebook

proposes bedroom size as the mimmum requirement for allocation of indirect and central office

costs.
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Five of the six large P-BA PHAs receive monthly reports. The two medium PHAs

with emerging P-BA systems do not utilize project reports as of yet, but the Executive

Director and Board members receIve monthly agency-wIde reports WIth some development

breakdowns where avaIlable. For non-P-BA PHAs, three receIve monthly reports, which are

not project-based, two do not receive any type of reports, and one agency distributes reports

only to the Executive Director and the Board. Most staff were satisfied with the P-BA

reports. There was Interest in taIloring information to specifIc needs, although very few staff

have requested new reports. One agency in particular disseminated volumes of informanon

that seemed to obscure the needed informatIon.

All of the P-BA agencies acknowledged that ImplementIng P-BA did not require a

reorganIzation of the agency m and of Itself. However, two PHAs reorganized their

operations concurrently WIth the implementation of P-BA. The deCIsions had been made to

reorganize because of internal operational issues, not due to any specific requirements of a P

BA system..

The splIt on the existence of department-based budgeting at the P-BA sites is about

even, with the majority of the large PHAs employing department-based budgeting. One

agency had department-based budgeting before project-based budgeting. It is our opinion

that department-based budgeting is espeCIally Important at agencies that function as housing

authonties and redevelopment authoritIes, in order to organize the different funding sources

for accurate reportmg and financial control.

As discussed earlier, managers have a varying degree of mput into the budgets, WIth

the bottom lme being that the budgets must fIt withm a certain cap determined by budget

departments and executIve staff. The range of manager input ranges from neglIgible input, to
•

preparing wish hsts, to filling out prepnnted PHA budget sheets that represent a reasonably

close facsitmle to budget needs. Almost all of the managers would like to have more input

mto the budget and learn how the system works; many are not asked to determine priorities.

Figure 3-2 indicates the variatIon in account claSSIfication structures throughout

agencies. The abIlIty to track costs to lower levels of detail enables an agency to have a

higher degree of control over the items. The categories that consIstently contain the largest

number of subaccounts are sundry and mamtenance materials and supplIes. This should not

be surpnsing in that they are categories that lend themselves to breakdowns, and are Items

that can be momtored and controlled.
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The agency with the largest number (46) of sundry subaccounts is one of the smaller

agencies. However, one of the largest agencies consistently employs subaccounts for all

classIficaTIons, and uses the greatest number of subaccounts overall. It does not follow that

P-BA PHAs use subaccounts to a greater extent than non-P-BA PHAs. The lone non

automated PHA does not use as many subaccounts as the automated PHAs. The percentage

of PHAs overall WhICh have subaccounts for five or more accounnng line items is 67% (10 out

of 15 PHAs). The percentage for P-BA sItes is 56% (5 out of 9 PHAs), and for non-P-BA

sItes the percentage is 83% (5 out of 6 PHAs).

OTHER DATA RESEARCHED

The mformaTIon presented m the Gmdebook and Final Report is derived almost

exclusively from the sIte interviews and document colleCTIon. However, the topic is so broad

as to warrlplt a smdy of some exisung literature on the subject. The amount of information

available on Project-Based Accounting is limited. Most of the PHAs did not possess

documentation as to why the change was made, nor did they conduct supporting studies to

warrant the implementanon of P-BA.

The OKM team did review existing literature on Project-Based Accounting provided

by HUD. The information covered the actiVIties aSSOCIated with the Public Housing Urban

IniTIanves Grants m the late 1970's. ThIrty-four PHAs initially receIved funding to improve

management by Implementing P-BB. In 1983, as part of the Public Housmg Urban InItiatives

Program, a study on Project-Based Budgetmg was conducted. A HUD Gmdebook, Project

Based Budgeting/Management and SUllportmg ADP Systems, was produced. The HUD

gUIdebook was drrected to the budgetmg process and discusses management as an

important, though secondary use of the system.

In 1984 the Office of Public and Indian Housmg sponsored a symposium on project

based accounung and budgeting. Five PHAs partlcipated along with representatives from

nationwide PHA organizations. The notes and discussion papers from the symposium were

reviewed by OKM. The focus of project-based activity was shifted from P-BB to P-BA,

although these are integrated acnvities. The major findings from the symposium were:

(P-BA was referred to as project-based cost accounting at this symposium)



• Project-based cost accounting is essential; project-based budgeung mayor may

not be useful depending on the PHA.

• Project-based cost accounting is useful at small PHAs as well as large ones.

• The primary management use of the project-level mformation developed from

project-based cost accounting is to control PHA costs.

• There are no serious impediments to implemenung proJect-based cost accounung,

other than those associated With automation.

• Issues associated with automation are the costs involved, and the lack of capacity

to assist PHAs in selecting software and vendors.

• Any HUD requests for project-level data should be lirmted to a sample.

CONCLUSION

This chapter summarizes the research fmdings generated during the course of the

contract. The analysis of the fmdings provided the information necessary to develop the

P-BA Guidebook. The wide range of applications of P-BA at the PHA sites made for a rich

discussion of the best methods which provide PHAs with the maximum benefits. Chapter

Four offers recommendations and next steps for expanding the use of P-BA in the PHA

environment.
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CHAPTER FOUR - RECOMMENDATIONS

This chapter discusses the major recommendations that result from the research at

both P-BA and non-P-BA sHes. The benefits and uses of P-BA are discussed along with

various recommendatIons resultIng from the study.

Below is a summary of the major recommendations Included in the text of this chapter.

The recommendations are the judgments and opinions of the authors, based on the research

results and knowledge of the operatIOn of P-BA systems and public hOUSIng. They do not

necessarily reflect the VIews of the U.S. Department of Housing and Urban Development.

Recommendations

•

•

•

•

•

It IS important that HUD not lllnit its support of P-BA to promote only the

mimmum threshold requirements as defined In the GUIdebook, but rather to

support ImplementIng enhanced P-BA and other SIgnificant mtemal

management systems.

The framework for formulating pohcy and setting objectIves must be built on

basic management systems and operatIng procedures. Unless basic systems

and procedures are in place, large housing agencies cannot expect to be able to

expand operatIons. P-BA proVIdes Important data which can be used to help

set objectives and to momtor agency performance in meetlng the objectives.

AutomatIon or a system upgrade m tandem with Implementation of P-BA

should be strongly encouraged by HUD. As noted above, implementIng P-BA,

along WIth automatlon or modifICatIOnS to existIng automated systems, enables

PHAs to take full advantage of data processIng systems capabilities.

HUD should take particular steps to promote the development and

Implementation of P-BA systems at large distressed PHAs, but also generally

encourage the Implementation of P-BA at all PHAs.

HUD should mform PHAs of the availability and usefulness of the P-BA

GUIdebook. PHAs should be reminded that the development and installation
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•

•

•

•

•

expenses of P-BA are an ehglble CIAP Management Improvement Program

Expense. It is proposed that one method of mfornnng PHAs of P-BA be

through the HOD notice covenng the procedures for applying for CIAP funds

during the upcommg Federal Fiscal Year.

It is further recommended that the HUD Notice for the ClAP funding round

anticIpated to occur next year specIfIcally reference ProJect-Based Accounting

Systems and the desirablhty of PHAs in pursuing the development and

installation of these systems.

PHAs are often bemg encouraged to develop mternal audit programs by IPAs

(through audIt recommendations), and HOD. HOD should consIder

recommendIng P-BA to housmg agencies that are takmg steps to develop such

programs. P-BA can assist m the development of mternal audit systems and

can help improve the abihty of senior PHA management to examine the

housing programs they adlnmister.

The use of P-BA to promote internal controls, quality controls and an internal

audit function should be recognized as an important management tool for

provIding infonnaUon on public housing operations. Further, It should be noted

that P-BA data can be used by HUD FIeld OffIce staff when conducung field

reVIews of PHAs such as in cases where the protocol contained in HOO

Handbook 7460.7 REV lIS used.

The Memorandum of Agreement (MOA) process IS one which can be used by

HUD to prOVIde speCIfIC direction to troubled PHAs. These PHAs would

benefIt from the Implementation of P-BA and other cnucal management

systems. P-BA systems could be of Importance to HOO and PHAs

attempting to develop Improvement programs to address areas of concerns

pertammg to MOAs. The GUldebook should be prOVIded to PHAs and HOD

with thIS potential use IdentifIed as one benefIt of the P-BA system.

It IS recommended that PHAs be encouraged to undertake a more fonnalized

and structured process to develop and Implement a P-BA system, rather than

allow haphazard development of the system. A full range of P-BA features are
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•

•

•

•

•

covered in the Guidebook in conjunctIon wIth defmed minimum requirements.

HUD staff should be mformed of this important component of the Guidebook.

In order to assist in the use of P-BA and to betJer ensure that it is used

effectively by PHAs, it is recommended that HUD staff be trained and fully

mformed concerning P-BA. In conducting reVIews of PHA plans and requests

to automate, HUD staff need to be sufficIently mformed so as to ascertam

whether the PHAs plan to pursue P-BA along with automatlOn. At a rrunimum,

the HUD FIeld staff could be informed that they can proVIde the PHA wIth

copIes of the P-BA GUldebook for their reVIew and conSIderatIon before a PHA

Implements a new automated system or upgrades an existing system.

There IS a need to assess how HUD and PHAs caD. use P-BA, along with the

products and mformatlOn generated under this proJect. P-BA is a way to assist

HUD in assessmg the resources needed to sustain and protect pubhc housing.

A high level of effort on the part of HUD staff has been directed toward

estabhshmg Allowable Expense Levels (AELs), under the Performance

Funding System (PFS) for ResIdent Management Corporations (RMCs).

Project-based accountmg systems complement and greatly support this effort.

Therefore P-BA should be promoted by HUD as part of the effort to establish

public housmg resident management.

The recently authorized Comrrussion on Severely Distressed Pubhc Housing

should benefit from the reVIew and analySIS of project-level operating and

fmanclal information. The P-BA Guidebook should be of assistance m the

Commission's effort to assess dIstressed pubhc housmg developments and to

develop actIon plans for eliminating unfit hvmg conditlOns.

The use of P-BA generated data may be the most effectIve way to measure the

costs of on-site operatIng services and changes m expenses <in the delivery of

services. P-BA could have some use in revlewmg PHA "appeals" of PFS

Allowable Expense Levels and in the development of PrOject Fmancial

Forecasts required by HUD to be submitted wIth ClAP applicatIons.



A P-BA SYSTEM DEFINED

A PHA with P-BA is defined as one which includes an actual set of accounts for

tracking project-level expenses and income. A project does not have to be based on a

discrete project number, an individual site location, or a subpart of a project or SIte. For

purposes of the P-BA defmltion developed as part of the research design and data collection

plan, a P-BA system could mclude a cost center estabhshed for a reasonable cluster of umts

or dIscrete project numbers at a PHA. It IS Important that a PHA have a sound management

basis for establishing cost centers where the cost center IS used for purposes of reportmg and

analyzing key mformatlOn required for the effectlve delivery of on-site operating services.

In the research design and data colleCtlon plan, a fully operatlonally P-BA system was

defmed as one which was used by a PHA as a management tool. The more effectively

P-BA was used as a management tool, the stronger the P-BA system was considered to be.

If the system mcorporated all controllable hne Items or accounts and covered the entire

housing portfolio at a PHA, it was considered a strong management tool.

It was further indicated as a part of the research design and data collectlon plan that it

was important for the PHA to have a well artlculated and sound baSIS for its selection of

accounts to be mcluded m the P-BA system. The use of the HUD Chart of Accounts through

llne 620 on HUD Form 52599 IS conSIdered to meet this basic cntena. An important feamre

that was looked for at the P-BA sites was whether the PHAs reported on financial actlvity as

being direct charged rather than as income or costs allocated m a pro-rata manner. This was

especially conSIdered to be Important if it reflects transactlOns which relate to controllable

accounts and "subaccounts" controllable by either on-site staff or other staff who have

responsibihty for on-site management and servIce deliverv

As a part of the study of controllable line items and the use of subaccounts, some

basis was sought at each PHA for the mclusion of income or expense accounts in their P-BA

reporting and costlmcome analysis process. PHAs were exarmned to determine whether

they could offer an explanatlon of the allocation for non-controllable expenses and how this

allocation related to actual project level activity. Fmally, there was an interest in

ascertaining whether the fmancial actiVIty traced through the P-BA system related to the cost

centers established by the PHA.
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It is important to note that the existence of an accounting system alone was not to be

the only criteria for a P-BA, but rather whether the informatIOn was recognized and is used in

internal decisIOn making. A feature that was looked for was non-project specific cost centers,

and whether these non-project specific cost centers were used III tandem w1th project level

cost centers to create a more thorough picture of financ1al acovity. The use of well developed

cost allocation schemes, and the eX1stence of department or division- based cost centers and

budgeting are considered to be important features of a well developed and fully operatlonal

P-BA. The use of automatlon 1S also considered to be an 1mportant element of having the

management systems capaclty to support a fully developed P-BA system.

One major observation 1S that P-BA seems to be greatly enhanced as a result of

automation. At most every PHA, a P-BA system can be implemented without the use of

automated data processing. However, the use of automation greatly assists in the des1gn,

development, and implementation of an effective P-BA system. Automation is particularly

important if the PHA intends to enhance its P-BA system and wants or needs the flexibility

to easily update or upgrade its system. The use of automated data processIllg apphcaoons

can dramatically Illcrease the level of detml and the omehness of mformation generated

through P-BA W1thout mcreased staff resources bemg needed.

As a part of the GUldebook, an append1x provides a model Request For Proposals

(RFP) to be used by PHAs m obtaming techmcal ass1stance to 1mplement a P-BA system.

Included is a d1Scussion of the process and components that could be mcorporated m a RFP

des1gned to meet the umque needs of a PHA. Common elements to all P-BA systems should

be 1denofied for PHAs, but spec1f1c and umque ltems affectmg the mternal reporting needs,

organizational structure, management obJecoves and capab1lioes of staff need to be reflected

in any RFP to obtmn automated Management Informaoon Systems. Th1S is particularly

important since OKM has found that some of the "vertical" market software providers in the

PHA marketplace tend to have therr own RFPs (that may favor the frrm which developed

them) which are in fact standardized. With its own staff or the aid of a techmcal ass1stance

provider, a PHA should custom momfy any RFP. HUD F1eld Off1ce staff should be sensitive

to th1S need and support th1S actlvity. A diScuss10n pertammg to management needs and

requrrements follows.
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P-BA AND IMPORTANT MANAGEMENT SYSTEMS

The recordkeeping requrrements of many PHAs (especIally larger agencies) IS

enormous. Most of the PHAs revIewed consIder therr basic mISSIOn to be the provIsion of

safe and sanitary hOUSIng to lower-Income family and elderly households Frrst and foremost,

it seems that PHAs must take the steps necessary to ensure that essential on-site operating

servIces are provIded at the publIc housing development level -- collectIOn of rents, unit and

site maintenance, lease and occupancy management, and management of basIc servIces. In

the complex regulatory and social environment of publIc housing, these basic services must

be supported by adequate fInancIal management, information systems, internal controls and

other systems and procedures. It is these basic systems needs whIch have become more

complex yet crttical to a PHA's operations as the activities of PHAs (very large PHAs in

particular) have increased. Any capital and operatIng servIce InItiatives must be supported

by the necessary management systems.

The accounting and other fInancial management needs of medium and large PHAs can

be quite demanding. The staff, materials and equipment can be dispersed over a wIde

geographic area, especIally SInce new public housing development programs and local

preference seem to favor the creation of scattered sIte publIc hOUSIng for large famIlies. There

are a large number of transactions generated, and the use of detaIled cost centers can help

facilitate improved budget momtoring and expendItlrre reporting. Some very large PHAs

control resources at the level and sIze of a small bank, yet they do not always have Internal

controls and information systems to meet that level of actIvity. GIven the reporting Issues

and momtonng concerns of PHAs as well as the need to maintain publIc confIdence, effective

management of resources can at times be more Important at a PHA than at privately held

companies.

The dIffIculty in obtaining timely and accurate Information has plagued many PHAs and

has spurred a number of housing agencIes to utilIze automated data processIng applications.

However, the data management requrrements of large public hOUSIng programs usually

reqlUfe an extensIve effort to mstall a fully Integrated data processmg system. Integrated

systems requrre that the PHA's operatIOnal methods be adapted to support the operation of

the systems. All too often, the manual systems of a PHA are operated Independently of one

another and data is also maIntained separately for each program or, In some cases, by

function. This lunits a PHA's ability to look at overall agency activities or even to assess a

single program or housing development. It is important that HUD not lirmt its support of
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P-BA to one WhICh only promotes the minimum threshold requirements as defmed in the

Gmdebook, but rather provIdes support for implementmg enhanced P-BA and other sigmficant

management systems.

Many PHAs have experienced dIffIcultIes m the mstallation of data processing

systems. Even when a PHA is purchasmg a "packaged" system designed to meet Its baSIC

requirements, PHAs often fmd the need to make custom modIfIcations. These

"packaged" systems then requIre detaIled specIfIcations of the changes to each application.

Further, if PHAs do not have an effective set of manual systems or procedures, or do not

adapt them to operate with the automated systems, then there IS lIttle likelihood that

automation WIll improve the effectiveness or effIciency of the housmg agency. Also, it IS

tmportant that documentauon, operating procedures, and modifIcations to the software be

developed in such a way so as to not dImimsh the performance or other operaung features of

the basic and enhanced automated applicauons.

Compltance and accountability wllhin the organIzatIOn must be a hIgh pnonty for public

housing providers. Accountability depends_ upon several thmgs: clear lines of communication,

fully defined policies, speCIfIC objectives assigned to indIVIdual staff and departments,

operating procedures, documentation, and reasonably defmed trammg programs P-BA IS an

important management system whIch can have a major role m a PHA's efforts to Improve

financial management and controls. The fraInework for formulaung policy and setting

objectives must be based on basic management systems and operaung procedures. Unless

baSIC systems and procedures are in place, large housing agencies cannot expect to be able to

expand operations, deliver social services, or participate m mnovauve programs relating to

publtc housing operations WIthout Impeding their abIlity to deliver essential servIces.

Beyond the levels of service deltvery and management systems, organIzational

controls and supports are necessary to ensure that the agency IS achIeving its objecuves and

safeguarding its resources. GIven the complexities of its operations and the tremendous

expectations on the large PHA, it must have internal controls and audit capacity to ensure

that limited resources are used properly and effiCIently.

Such internal controls and safeguards are consistent WIth the other functional aspects

of management systems. For example, the establIshment of cost centers, department

budgets, and project-level budgets enables PHAs to adequately assess expenditure acuvity

and to more easily Identify problems and take corrective action. This SaIne information can at
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times be used to detennine when resources may not be secure and changes in internal control

systems and procedures are needed.

P·BA AND AUTOMATION

As Indicated above, automatlOn provides an excellent opportumty for PHAs to

undertake a number of management changes whIch can enhance therr operations and

implement rrnportant management systems such as P-BA. In an earher dIscussion It was

mentioned that the P-BA Guidebook contaInS an appendix WIth a model RFP. It is important

that PHAs not use the RFP exactly as written, but as a guide in developing therr own RFP.

Moreover, it is Important that PHAs consIder accessing technical assIstance in developing an

RFP that meets their requrrements. The second scope of work whIch pertains to obtaming

help in developing a P-BA system should really only be VIewed as an illustration of the kinds

of services a PHA may wish to consider obtaining, and not one which is applicable to all

PHAs.

Even though a P-BA system does not require the use of automation, the utilization of

an existing automated system or the implementation of a n~wly automated system greatly

facilitates the use of P-BA. If an appropriate process IS followed in the development of an

automated MIS, the process can greatly assist the PHA in developing an effective P-BA.

ThIS IS especIally the case If user groups are used in desigmng a system. PHA staff Input at

each organizational level should be encouraged In the development and implementation of an

automated P-BA system. Overall, automation not only Improves the timeliness of

Infonnatlon at the project level but also greatly increases the capabihty of the PHA to track

infonnatlon and to allocate costs. For these reasons, automation or a system upgrade In

tandem WIth Implementing P-BA should be encouraged by HUD.

Overall, automation presents one of the greatest oppormmties for promoting and

implementing P-BA systems. It IS the experience of the OKM team that most of the major

providers of data processing software offer the capabIlity for PHAs to develop elaborate

subaccounts utilizing the existing HUD chart of accounts codes and can use the financIal

modules to develop cost centers at most every level. Moreover, some applications use

"explosion codes" whIch offer the capabIlity to undertake elaborate and detailed cost

allocation methods. There appears to be no reason why PHAs which are contemplating

automation or converting to a new system cannot conSIder the development of P-BA
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systems. Moreover, there is likely an opportunity for some PHAs to take steps to utilize the

full capabilities of their eXIsung automated systems in developing a P-BA system.

Clearly, the major beneficiaries of P-BA and automation will be medium and large

PHAs. Those in the large category wIll lIkely already have automated systems in some form.

Given that the total number of PHAs In the large and even the medIUm category is somewhat

small when compared to the total of all PHAs, BUD should consIder focusing ItS efforts on

promoting P-BA with larger size PHAs. It is recommended therefore that BUD take steps to

promote the development and implementation of P-BA systems at larger sIze PHAs. As

stated earlier and worth mentioning again, It is also at larger sIze PHAs where there IS a

greater likelIhood of automated systems capabIlIty whIch can be used to facilItate the

implementation and use of P-BA.

P-BA WITH BUDGET MONITORING AND EXPENDITURE REPORTING
CAPABILITY

BUD in the late 1970's and early 1980's took steps through the Public HOUSIng Urban

Iniuatlves Program (PBUIP) to promote ProJect-Based Budgeting (known as P-BB). Some

of the problems that BUD believes had an effect on limiung the success of thIs program were:

(I) there was no guide on how to implement and use P-BB; (2) there were no standards for a

P-BB system; and, (3) it was not required that there be an accounung and expenditure

reporting component to P-BB. It seems that each of these major ImpedIments have been

addressed under the contract to develop a Project-Based Accounting System.

The GUIdebook describes a standard system whIch is to be used as a mlmmum

threshold for P-BA. The mimmum is based on the BUD Chart of Accounts and includes all

income categories as well as all accounts (and line Items) contaIned on HUD Form 52599

through line 620. ThIs provides a well defined minimum threshold for a P-BA system.

However, what cannot necessarily, or at least easIly, be speCIfIed or reqUIred is the In-house

use of the system by the PHA. Throughout the proJect, P-BA has been defmed as a system

which IS designed to be used in deciSIOn-makIng and which under almost any interpretauon

would Include budgeting. Since P-BA IS to be operated at the project cost center level, this

should mean that P-BA should be used in conjunctIOn WIth ProJect-Based Budgeting by the

PHA wherever such a link IS feasible.
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The value of P-BA as a management tool is enhanced by the quality of the data and

the nmeliness of the data generated through the system. The Guidebook gives a strong

emphasis to both requrred (HOO 52599 format referenced above) and enhanced reporting

formats. Reporting on both mcome and expenses is cnncal to the development of a P-BA

system which IS used by PHA staff and IS to be perceived as a benefit in promoting improved

accountabihty throughout the organization. The use of strong reporung systems IS critical to

the success of a budgenng component of P-BA. In essence, P-BA IS most effecnve when

there is a decentrahzed budgeting component to the system, and in rum, P-BB IS only

sustamable and effectlVe If there IS an accounting and reporting system m place to support it.

Given the above, It is recommended that HUD take steps to inform PHAs of the

Guidebook, and that the development and implementanon of P-BA is an ehgible expense of

the management Improvement component of the Comprehensive Improvement Assistance

Program (ClAP). It is further recommended that the HUD Nonce for the ClAP funding round

anticipated to occur next year, specifically reference Project-Based Accounting Systems and

the desirability of PHAs in pursumg the development and mstallation of these systems. In

add1tion, HUD Field Office staff should be aware of how to review and evaluate any PHA

proposals for funding P-BA. It IS assumed that Field Offices Will be issued copies of the

GUidebook so that they can become fannhar with the nnmmum requirements and other

aspects of P-BA systems.

INTERNAL AND QUALITY CONTROL

A major area of concern which affects a number of housmg agencies is how to promote

systems which Improve mternal controls and afford supervisors a means for undertaking

quality control. P-BA systems provide an important mechanism for undertaking activities

which promote internal control and quality control In fact, It seems that P-BA can be used in

supporting an mternal audit funcnon whether such a funcnon is undertaken formally or

mformally at the PHA.

The development of an internal audIt functIOn seems rrnportant to many large PHAs

and to HUD. IPA aud1tors are now often recommending that large PHAs instirute a formal

internal aud1t program Recent experience by HUD in the area of decontrol and elsewhere

has also led to calls for promoting the development of an internal audit functIon at PHAs.
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------------------------,

P-BA data gives many agencies an opponumty to examine, monitor and evaluate activities at

the publIc housmg development level. By having a fully operational P-BA system which is

used by the PHA and whIch provides useful information at the public housing or project cost

center level, the PHA can faCIlitate the audIt of project-base~program activIties.

Management systems such as P-BA which promote the development of internal audIt and

Improve the abIlity of senior PHA management to examine the housing programs they

administer should be promoted by HUD.

In addItion to P-BA being useful in assistmg a PHA m undertakmg an mternal audIt

function, It is an excellent management tool for mamtamin~ internal control over the operation

of public housing. P-BA can provide fmancial and operational mformation whIch helps the

agency detect problems in the conduct of its programs. Regular P-BA reponmg can be used

for purposes of internal control to monitor performance, so that corrective actions can be taken

before circumstances become dIfficult, costly and time consuming to address.

Including a project-level budgeting component with a Project-Based Accounting

system will greatly assist an agency in improvmg its mternal controls. To the extent that a ,

PHA can identify activIties at the project level and have a system which promotes

accountability among staff with project-level responsIbilities, it will be easier to maintam a

higher level of internal control. For PHAs with decentralized management organIzations or

WIth a high level of project activity, the use of P-BA to mcrease the level of mternal control

over operations can be of enormous value to the organization.

Another area where P-BA can be of great assIstance to a PHA is m the area of quality

control. Program quality control is a method that is not often practiced at PHAs, but could be

of value to housing organizations involved in the operation of public housmg and which could

be complemented by a P-BA system. By proVIding detaIled financial and operating \,
,

information to staff, P-BA is a tool for conducting quality control. Through random samplmg,

qualIty control uses less resources to determine program error rates and to Identify cost

effective verification procedures. The results of qualIty control sampling are used to

determine corrective actions and targets where signifIcant problems are occurring. P-BA can

be an important resource for establishmg a database to perform quahty control for public

housing.

The use of P-BA to promote internal controls, quality controls and an mternal audit

function should be recognized by HOO. Further, It should be noted that P-BA data can be
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used by HUD Field Office staff when conductIng field reviews of PHAs such as in cases

where the protocol contaIned m HUD Handbook 7460.7 REV I is used. In addition,

P-BA data can also be used to provide a higher qualIty of information than is often currently

provided wIth "project fmancial forecasts" reqUIred by HUD of PHAs as a part of tlIe ClAP

application submission. An improvement in project finanCIal forecast data could enhance tlIe

review of modernization needs by both HUD and PHA staff.

OTHER HUD USES OF P-BA DATA IN EVALUATING PHAS

A number of undertakings in tlIe area of public housing have occurred In recent years

which increase tlIe value of using P-BA systems. Some of the more important initiatives

consist of tlIe policy and procedures In place for developing Memorandum of Agreements

(MOA) with troubled PHAs, which are deSIgned to encourage a PHA to take corrective

acnons to address problem indicators. As many would recognIze, tlIe indicators HUD uses to

determme distress are often symptoms of management and otlIer dIstress whIch require tlIe

Implementation of improved management systems. When developing MOAs, HUD takes a

much more direct role in workmg WIth a PHA to idennfy actions which can address

management concerns and result in improved performance.

The MOA process is one whIch could be used to provide specIfic dIrection to a PHA

which would benefit from the implementation of P-BA. The research and experience obtained

tlrrough this and sImIlar projects seems to mdlcate that large and troubled PHAs have tlIe

most to gain through the implementation of P-BA. Also, many PHAs find tlIat P-BA

complements their efforts to report on operational data (I.e. statisncs relating to UnIt

condItions, vacancy rate and UIrnover, etc.) when proJect-level finanCIal reporting is developed

and implemented along witlI reporting on operanonal statistics. Therefore, P-BA systems

could be of importance to HUD and PHAs attempting to develop Improvement programs to

address areas of concerns pertainIng to MOAs. The Guidebook should be provided to PHAs

and HUD WltlI this potennal use identified as one benefIt of the P-BA system.

Under tlIe 1987 Housing and Community Development Act Congress requIred that

HUD implement an "Appeals Process" which enables PHAs to appeal theIr Performance

Funding System Allowable Expense Levels. It seems tlIe appeals are to be based on

changes in operational circumstances whIch have occurred SInce establishing a PHA's Base

Year Expense Level. The major changes m operatmg services which are not already
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accounted for under other provisions of the PFS wIll likely effect the level of services required

to operate publIc hOUSIng developments. The most effectIve way to measure the costs of on

site operating services and changes in expenses In the delivery of services is through the use

of P-BA systems at PHAs. It is important to note that PFS is a cost-based system and

P-BA IS the system whIch tracks costs at the publIc hOUSIng development level.

P-BA is not only an effective method for tracking and assessIng cost data; it can also

be an effective method for determining the cost elements associated with changes in

operating services. This is particularly the case when PHAs use P-BA In conjunction wIth

Project-Based BudgetIng. SInce it seems that neither HUD nor the Congress have ever fully

defIned what is the precise level of operatIng services that PHAs are to provIde to public

hOUSIng developments, the Appeals Process and other steps to assess the costs of

appropriate levels of services wIll lIkely need to occur using "compansons". An appropriate

method of comparing the costs of project-level servIces could be through the use of P-BA.

Another imtIative included in the HOUSIng and Community Development Act of 1987

pertaIns to the creation and the provIsion of dIrect fInanCIal support to ReSIdent Management

Corporations (RMCs). A hIgh level of effort on the part of HUD staff has been dIrected

toward creating a process for establishIng Allowable Expense Levels (AELs) for RMCs.

The process for assessIng and assigmng the costs of project-level operations IS enhanced

where a P-BA system IS in place and operational at a PHA.

In effect, by separating RMC-managed projects from the other public hOUSIng

developments, the RMC, HUD and the PHA are takIng certain "de facto" steps to institute a

P-BA system. Rather than have this process create a partial or less well-defined PHA- wide

P-BA by happenstance, It is recommended that the PHA be encouraged to undertake a more

formalIzed and structured process to develop and Implement a P-BA system. The

implementatIon of P-BA In these CIrcumstances would likely be faCIlitated with both

finanCIal and technical support in the manner referred to in the above sectIOns of thIS chapter.

None of the above can occur without effectIve use of the GUIdebook, clear policy

directives and trarning of staff. There is a need to assess how HUD and PHAs can use

P-BA and the products and informatIon generated under thIS project. P-BA is a way to assist

HUD In assessing the resources needed to sustaIn and protect public housing and to help

ensure that thIS valuable national asset is safeguarded. Pending legIslation also affords HUD

with an opportunity to take steps to put P-BA training and support processes in place before
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a natIonal, standard P-BA system could become mandated by statute. The next section

covers certain other steps that HOD can cons1der takmg to fac1litate this process.

FURTHER STEPS AND INITIATIVES

The use of and understanding of the Guidebook will be one critical element to the

successful use of P-BA. The Guidebook, as specif1ed under the contract, 1S des1gned

primarily for use by PHAs and not necessarily by HOD staff. In order to assist in the use of

P-BA and to better ensure that it 1S used effectively by PHAs, 1t 1S recommended that HUD

staff be trained and fully informed concerning P-BA. Training in the use of P-BA and even the

development of a training guide and materials would be useful. Many PHAs seem mterested

in the use of P-BA. If ass1stance, guidance, and support were made available at the Field

Office level, 1t is likely that the use and apphcatlOn of P-BA systems w1ll be more successfuL

The uses and benefits described in the above sectIons would be better addressed through

trammg and the development of trainmg matenals.

For a number of PHAs, espec1ally larger PHAs, 1t may be useful and appropriate to

request that cost centers be based on a method other than one which 1S composed entirely of

dtsctete public housing development numbers. Some PHAs may find that certam cost centers

would be better based on a cluster of development numbers wh1ch relate to groupings defined

for public housing management purposes. Further, RMCs that seek to undertake self

management have found, and will likely continue to fmd, that the "resident commumties" they

serve will not recogmze the boundanes created by HOD's discrete pubhc housing

development numbenng system. Therefore, gUldance and support for the appropriate

defimtion and establishment of cost centers w1ll be needed. The concern is that a lack of

flex1b1hty m settIng the cost centers will discourage the tmplementation of P-BA systems.

This is due to the assumption that cost centers must equal the d1screte public housing

develop~ent numbers and does not always relate to how the PHAs manage their operations.

A management 1mprovement program such as P-BA would benefit from financ1al

support and encouragement. As has been indicated in an earher section of this chapter, P-BA

is an ehg1ble ClAP management improvement expense as defmed by HUD in Handbook

7485.1 REV 4. Moreover, it 1S an appropriate mechamsm for producmg realist1c and usable

project financ1al forecast reports on HUD Form 52823 wh1ch 1t 1S understood are subtmtted to

meet requirements m the ClAP leg1slatIon. For these and other reasons, 1t 1S recommended
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that the use of the GUIdebook and infonnation concemlllg the eligibility of P-BA as a ClAP

eligible management Improvement expense be dIssennnated by HUD through notice, in

partlcular, the BUD Notice covenng the procedures for applying for ClAP funds during the

upcoming Federal FIscal Year.

In the BUD Refonn Law passed by the Congress III the Fall of 1989, a CommissIOn on

Severely DIstressed Public Housing was created. This Commission is llltended to identify

public housing developments in a severe state of distress, assess strategIes for improving

conditions III these developments, and develop a national actIOn plan to eliminate unfIt livlllg

conditions III those projects by the year 2000. Assessing the financIal condiuon and operating

characteristics of distressed public housing developments is an Important component of

detenmning the causes of distress as well as remedies. It is believed that the use of Project

Based Accounung Systems will greatly assist the ComnnssIOn and others III assesslllg

important financial and operaung characterisucs of distressed public houSlllg developments

and in developlllg the aCllon plans requITed by the Congress. The Congress has recently

allocated $2 million to support the work of this Commission. It is proposed that the

Commission be encouraged to use P-BA and other project-level data in the reVIew and

assessment of public houslllg.

,

Finally, as dIscussed throughout the re,Port, automation appears to greatly hmIt

the cost and increase the capabIlity of PHAs to Implement P-BA. Many automauon

efforts are reVIewed and approved by HUD through the operating budget and ClAP

management Improvement approval process. In conducting theIr reVIews of PHA

plans and requests to automate, HUD staff should be suffIciently lllfonned so as to be

able to inquire as to whether the PHAs plan to pursue P-BA along with automallon.

At a minimum, the HUD FIeld staff could be lllfonned that they can prOVIde the PHA

WIth copies of the P-BA GUIdebook for their reVIew and consideration.

81



APPENDIX A



-------

APPENDIX A

SAMPLE INTERNAL SITE WRITE·UP

REPORT ON DATA COLLECTION AT THE HOUSING AUTHORITY

DATA COLLECTION TEAM:

CONTACT PERSON:

Dates of Interviews at:
PHA Staff Interviewed:
Executive Director
Non-PHA Staff Interviewed
Brief discussions wIth other staff

DOCUMENTS COLLECTED FROM HOUSING AUTHORITY

Fiscal Management

Organization Chart
ComprehenSIve Occupancy Plan
HIstorical data - Anmversary Report
IPA Audit
HUD Management Audit Report
HUD Mamtenance Review Report
Materials Requisltlon

Project-Based Budget preparation matenal sent to housmg managers
Department-Based Budget preparation matenal sent to department heads
The Annual Budget and Management Plan - chapter from the Operations Manual
PBA Monthly Reports - project-based and department based budget versus actuals for

current month and year-to-date
Timesheet for maintenance workers
Payroll distributIOn for admmlstrative staff
Purchase Requisition, Purchase Order, Recelvmg Memo

Accounting

Chart of Accounts
Accounts Payable Dlstnbution to General Ledger.
Overview of General Ledger package
Statement of Operatmg ReceIpts and Expenditures for the Fiscal Year endmg

1

l



March 31, 1989.
F1xed Asset Printout

Budget

FY1990 Operaung Budget
Pubhc Housing development-based budget
Budget Narrative and Flow Chart of System

MIS - P-BA System

Narrative on MIS
Schedule of Hardware Cost, and Software Cost (Totally funded under ClAP

Management Improvement)
Schedule of Annual Maintenance Cost (mamtenance contract)
RFP For Sohclting Computer system bids (includes references to project-level)

Mamtenance and OperatlOns

Narrative on maintenance control documents Mamtaming the Development chapter of
the Operations Manual and Appendix

Copy of each maintenance form used - Tenant Maintenance Charge, Mamtenance and
Repair Work Order, Work Order Log Purchase RequlSltion, Stock ReqUlsiuon

Development D1rectory

The following responses answer the 14 research quesuons.

1. What specific benefits are associated with P-BA, as opposed to
consolidated accounting?

It seems that staff are all Support1ve of proJect-based-budgeung and accounung.
Enthusiasm for department-based budgetmg and accounung is very mixed.

HUDStaff:
P-BA gives an understanding of mdtv1dual costs per development. It 1S a helpful tool
for plannmg for next year, to know what 1S going on at each spec1f1c development.

Ch1ef Fmanc1al Off1cer (Drrector of Fiscal Affairs):
P-BA prov1des detail for analyzing problem areas.

Executive Drrector:
P-BA forces considerations about staffing that take specif1c projects mto account.
Because of P-BA we tend to thmk of dismbuting thmgs based on charactensUcs of
each development, such as number of umts, size of grounds, etc. It enables me to f1X
accountabihty and responsib1lity on the Project Manager.

Budget Staff (Assistant D1rector of Fiscal Affairs):
P-BA prov1des mformatlOn used in prepanng f1scal year budgets.
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DIrector of Accounnn~:
P-BA tells you where your weaknesses are, If you are meetmg your goals (as
developed m the budget planning process), tells you who IS doing what - provides
accountabilIty. Project Managers are concerned about costs.

Deputy Director for FIscal Affairs'
Budgetmg IS an Important planmng dIsCIplIne. Housmg Managers have to anticipate
what they will need. Housmg Managers learn what they are spending, and on what
they are spendmg. P-BA informatIon elIminates the "unknown variable" m the next
round of budgeting.

Housin~ Mana~ers'

Budget process benefIts from proJect-level mput because fIeld staff are more falllilIar
with what needs to be done at the project They see the physical problems and
receive tenant complaints. Because they prepare and get an approved budget WIth
specIfIC amounts and specIfIc non-routme Items at the begmmng of the fiscal year, they
feel lIke they have control and do not have to ask the central office for every indIvIdual
thing. P-BA informatIon helps in plannmg and priontIzmg for the cOllling fISCal year.
Budgeting makes managers develop goals for their project. The P-BA reports help
them to see if they are going under or over theIr budgets; whether they need to slow
down or speed up. "The budget is the most important thing that the Manager does. If
you don't get It nght, you IlliSS it for the year".

DIrector of Mana~ement:
P-BA forces managers to plan. It allows for compansons of managers' performaIlce.
ProJect-level data IS useful in dealIng wIth tenant councIls; for example, to show how
vandalism hurts. The budget preparatIon process IS used as a "Illim-mod" planning
process for non-rounne maintenance. P-BA information shows managers what they
said they would do during the fIscal year vs. what they have actually done.

Department Head:
"It would be very diffIcult to function WIthout knowing department-based information."
P-BA helps to monitor expenses.

2. Since P-BA is not required of PHA's, why did certain PHA's convert from
consolidated to P-BA?

PHA started P-BA m 1977. Therefore, only those staff persons who were at the PHA
at that time felt comfortable discussing why PHA converted to P-BB/P-BA.

Executlve DIrector:
P-BB/P-BA occurred out of need The PHA was having operatlng problems. Rent
collection was bad and centralIzed maintenance services were not working. The PHA
developed the notlon of decentralIzmg operations to respond to the operating problems
It was havmg. Onginally P-BA aIld P-BB were done manually. P-BB aIld PHA
automation were two separate tracks, which eventually came together.
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3. What significant differences exist among installed P-BA systems? How do
these differences affect the operation of P-BA?

The options available to a PHA vary widely for hardware and software. PHA felt
more comfortable with hardware from a company that was geographically close. Every
interviewee with whom this issue was dlscussed agreed that the most lmportant
characteristic of the automated system is the degree of responsiveness and assistance
provided by the software company. They selected a PHA packaged software system which lS
installed on computer hardware manufactured and serviced locally.

Director of Flscal Affarrs:
Another firm appeared to have better software, but the PHA references all complained
about relations wlth the frrm and the lack of "custonuzmg".

Execunve Drrector: -
The PHA selected software that they felt was "straight forward" and "user friendly."
They chose a less sophisticated system; one wlth less "spiffy" reports and fewer
capabllines. They wanted to make sure that the staff would be comfortable in using It,
experimennng with it, and maxlnuzing the system's capablhties.

4. What differences exist between the operations of consolidated and P-BA
systems, and what effect do these differences have on PHA administration.

Decentrahzed Operations:
Some degree of decentrallzation lS likely to be necessary to maximlze the use of P-BA

infonnation. Although PHA conslders itself to have decentralized management, Senior staff
recognize that they are not completely decentrahzed, and they do not want to be completely
decentrallzed.

Executive Director:
Strict adherence to P-BB (P-BA) for the entire organization can be a problem If you
want to shde somebody around as needs change. P-BB can get a little cumbersome
Wlth lots of paper and fonns. There should be a contingency - a 10% "fudge factor" to
spread costs to deal with problems that don't lend themselves to a project basis. The
PHA does not want to be tied to standards such as the correct number of maintenance
staff per unit. Some projects need more help because of vandalism, etc. P-BA does
not account well for extraordinary and emergency situanons.

Decentralized Project Management:
Project management lS not fully decentralized. For example, while non-skilled and

semi-skilled maintenance staff are asslgned on a project level, and controlled by the Housing
Manager, all skilled trades are asslgned to, and deployed from one central offlce. Projects are
not charged for any maintenance labor or administrative salaries, so P-BA reports show no
costs for project staff.

Decentrallzed Department Management:
The Executive Director is not very supportive of Department-based budgeting and

accounting. The Director of fmance believes that without "top down" support, department
based budgeting and accounting will be fairly useless.
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Staff skillleve1s:
PHA project Managers need to be able to manage both adrmmstrative and

maintenance functions. They collect rent, enforce the lease, and oversee all general clean-up
and non-trades maintenance of the project.

Accounting Systems and Documents:
All of the PHA documents that contain informauon that IS entered mto the accounting

system require idenuficatlOn of the project. These documents mclude time sheets, work
orders, purchase requisItions, stock requisitions, etc. All informauon entered into the
accounung system IS coded by project When the PHA selected its computer system, it
requIred vendors to provIde an accounung system that could provide for project-level
accounting. The development of P-BA reports has been gradual. First they were done
manually, then on a PC, and now fmally on the authority-wide computer. The chart of
accounts for each project is almost the same as the chart of accounts for the PHA as whole.
Accounts can be broken down into finer detail, if someone requests it.

Mana~er of Accountin~:
A project's chart of accounts is almost a mirror Image of the HUD Chart of Accounts.
The fIrst four digits are based on HUD numbers. AddItional numbers can gIve further
breakdown. For example, if someone wanted a breakdown of sundry expenses they
would refer to account number 419090.

Quality Control:
Fiscal staff review of expense data, and review by project managers and department

heads, provide for quality control. The Director of Management and some Housmg Managers
revIew the P-BA reports, and ask accounung to provide an analySIS of certain expenditures
that seem to be wrong from the Housing Manager's perspecuve.

DIrector of FIscal Affairs'
Most Items go through an arduous revIew process before they enter the accountmg
system. On a monthly basIs, she revIews actuals vs. budget to locate any gross over
expenditures. All gross over expendItures are analyzed. On a quarterly basIs, she
and the Executive DIrector, with help from the Manager of Accounting, conduct a "hIgh
level scrutiny" of actual vs. budget discrepancIes, and where needed, analyze every
charge to the project.

AssIstant DIrector of Fiscal AffaIrS·
She reviews all Project P-BA reports before she sends them. Where she sees
problems, she hIghlIghts them m a transnuttal to the Director of Management.

Housin~ Mana~ers:

Use the monthly P-BA report to keep track of matenals and supplies and
extraordmary maintenance

Director of Maintenance:
He holds monthly meetmgs with each Manager. They dIscuss the P-BA report at
those meetmgs.
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5. What cost elements must be accounted for at the project level to provide a
true picture of the cost of operating a project?

Costs charged to proJects: PHA staff had vanous complaints about the content and
timelmess of P-BA reports that affect how well the PHA can maximize the benefits of P-BA.
Several people make concrete suggestions for what kind of mformauon they need and in what
format they would like it. Interesungly, they all said that they had never made these
suggesuons to anyone at the PHA.

All staff agree that only Items which fit into one of the followmg two categones should
be included in the project budget and charged to the project through P-BA

A. Items over WhICh Housing Managers have control - they supervIse the staff responsible
for the Items (such as uUhties labor, maintenance labor) and they are the approval
SIgnature on all purchases of materials, supphes, and servIces.

B. Items over which the Housing Manager does not have control, but WhICh can be charged
to the project based on the actual serYlces provided to the project.

Capital Budgeting:
Even though each Housmg Manager has a copy of their ClAP budget, and informal

discussions arise between FIscal, Management, and Planning regarding specIfic capital work,
there is no standard procedure to ensure mput from Planmng staff m the development of
project level budgets. Staff would hke to see more connecuon between P-BB/PBA and ClAP.

Drrector of Fiscal Affarrs:
There needs to be a prehminary reVIew between the FIscal Department and the
Planmng Department to see where money is avaIlable for certam types of work, dunng
the preparauon of project budgets. DIscussIOns happen mformally now, but she would
hke to have a formal process for determmmg how to fund extraordinary mamtenance
vs. ClAP Items

Executive Director:
He believes that P-BB/P-BA will be very important m capital planning If HUD
msUtutes a formula method for dismbuung ClAP fundmg to PHAs.

Accounting for other programs:
PHA treats all of its conventional pubhc housmg projects the same for P-BA purposes,

whether the projects are federally or state-subsIdIzed. Smce the state does not require
project-based accounting, the HUD chart of accounts forms the baSIS for accounts for all
projects - state and federal. No programs other than conventIOnal public housmg are
accounted for through the P-BA system.

6. How should costs be allocated when they cannot be broken down at the
project level.

PHA does not charge any "shared" costs to the proJects. Even though Housing
Managers and non-trades maintenance staff are specIfIcally assIgned to a project (or more
than one proJect) the PHA does not charge the project for these staff.
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7. How should central office costs be accounted for in a P-BA system?

Information on central offIce costs IS of no use to Housmg Managers. HUD needs to
deterrmne what the real purpose of P-BA IS. If it IS to Improve on-site management and
accountabIlity, then It does not make sense to charge the project with an allocatIOn of central
office costs. It would make more sense to establIsh a "central office cost center", just as each
project is a cost center. If HUD wanted to allocate total PHA costs to each proJect, they
could prorate the costs in the central offIce cost center on a per unit basis and add them to the
project's own cost center mformatIon.

8. How should "project-level" costs for scattered site units be accounted for
in a P·BA system?

PHA has a smgle ACC for scattered site units that are grouped in three locatIons
throughout the City. Smce the three sub-groups are geographIca~ly dIspersed, they have
separate Housing Managers and staff. In order to account for the costs separately, PHA
altered the project numbers to 3-14-01, 3-14-02, and 3-14-03. They can then "roll up" the
three sub-groups to look at 3-14 as a whole If they ever wanted to.

9. How should a- Project-Based Accounting System account for "project level"
costs for developments which contain more than one housing type, such as
high-rise elderly buildings and low-rise family at the same site?

PHA has one project with different structural types, although not drfferent tenant
types. One project is mostly 3-story walk-up buildmgs, but has one 6 story elevator building.
It treats both buildings as one cost center. It would be helpful If the P-BA report broke down
maintenance contract costs so that elevator contract costs could be analyzed separately.

10. What project-level reports should the P-BA be capable of producing?

PHA staff have defInite suggestions for additIonal (or more detailed) P-BA
information, and for how they would use the informatIon. In addItion to the suggestions listed
below, it should be noted that the Director of Fiscal Affairs, the Director of Management, and
the ExecutIve Director all review the project T.A R. reports in detaIl, so any P-BA system
should be able to produce T.A.R. reports qUIckly.

Housing Managers: They would like the follOWIng project-based informatIon:

•

•

•

a monthly breakdown of the expense that appears under extraordinary maintenance - a
specific lIst of items.
a year-end report or matenals and supplIes expenditures by vendor or by category
(such as paint supplIes)
a year-end report of all costs (by category) charged on stock reqUIsItions
a monthly report on maIntenance contract costs - broken down by type of maintenance
contract
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Other informatIon they would like mcludes:

• a "catalog" of how much stock items cost. Nmety (90) percent of materials and
supplIes are taken out of stock, but when they are ordering them, they don't know how
much they are spendmg.

DIrector of Management:
He would lIke to know how much skIlled trades tIme is spent at each project. He
would like thIS information broken down by trade. He also wants to see mamtenance
labor overtime budgeted separately from regular mamtenance labor, and reported on
separately, by labor category.

DIWartment Head:
She would lIke some guidelmes about where to charge things. For example, she
doesn't understand the dIfference between OffIce SupplIes/Sundry and
Supplies/Matenals.

DIrector of FIscal AffalfS:
She would like to use project-based utilities cost data to monitor the performance of
consumptIon and conservatIon efforts.

11. What PHA-level reports should the P-BA system be capable of producing.

The DIrector of Management saId that he would like to have a report on maintenance
overtime (separate from maintenance labor), both at the project level and PHA-wide. The
HUD-52559 does not provides for thIS type of detaIl. The HOO chart of accounts does
provide for this level of detail in 4410.35 and 4410.36.

12. What is the estimated cost of converting from a consolidated accounting
system to a P-BA system?

PHA developed Project-based-budgeting before proJect-based accounting. P-BA was
developed gradually - first manually, then on a PC, and finally tIed mto the automated general
ledger. The PHA feels it IS Impossible to separate out the cost of the P-BA capabIlities of the
PHA's computer system from all other costs of the computer system.

P-BB and P-BA were simply learned "on the job". (The Executive DIrector thonght
that some training may have come WIth the Urban Initiatives Grant, but he wasn't sure).
PHA's Operations Manual mcludes a whole chapter on preparing the budget, and the Fiscal
Department sends budget preparation packets to managers each year. With the new
computer system, PHA purchased a specIfic number of hours of help, but people Just learned
to use the system, with little help needed from the computer vendor other than for
progranIming.

13. What is the cost of administering a Project-Based Accounting System, in
contrast with a consolidated accounting system?

PHA staff had a lot of trouble answering this questIon. They could not quantIfy the
cost. Several people agreed that WhIle more staff tIme is needed to review reports for each
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project, a great deal of time is saved when fISCal staff need to analyze an account. They can
restrict their research to a specific proJect. They also beheve that they save money by being
more aware of what IS occurnng at each individual development.

The annual cost of mamtaining the computer system, whIch includes P-BA capabilities is:
Annual maintenance contract on the hardware: $16,308
Annual maintenance contract on the operatmg system: $ 2,076
Annual mamtenance contract on the software: $ 5,720

14. What procedures and criteria should be used in evaluating proposals to
install a Project-Based Accounting System?

PHA estabhshed a comnnttee of representauves from each department to discuss
what they need from a new computer system. They hired a consultant to help them develop a
RFP. The consultant also helped them review the vendor proposals. The committee called
and viSIted numerous PHA's to find out how happy they were with theIr installed systems.

Director of Fiscal Affairs:
She was part of a selection and criteria comnnttee whIch had a bottom lme of how
much they could spend through CIAP. They defined the needs of the PHA and did an
RFP invitmg vendors to propose how they would meet the PHA's needs. The
selection declSlon was "software dnven" They selected the software they wanted and
then looked at the hardware that would run It Comnnttee members made lots of
phone calls to PHAs to get references on various packages The committee narrowed
their choices down to three and then made site visits to PHAs to ask: How well does
the system meet your needs? How responsIve IS the vendor? One vendor appeared
to have had better software but reference PHAs all complained about relations with
the vendor, improper sizmg, and reluctance to do any customizing for the PHA. PHA's
had harmonious and supportive relauons with another vendor, and this vendor would
customize for the PHAs.

Executive Director:
He felt more comfortable with a product manufactured close by. The software vendor
seemed straight forward and user fnendly. He wanted staff to be comfortable in using,
experimenung with, and maxImizing use of the computer.
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APPENDIX B

FINAL GUIDEBOOK OUTLINE

PREFACE

CHAPTER ONE: INTRODUCTION TO PROJECT-BASED ACCOUNTING

Introduction
What is project-based accounting?
Management uses of proJect-based accounting?
What types of PHAs WIll benefit most from P-BA?
Con~ntsofGuidebook

Summary

CHAPTER TWO: MINIMUM REQUIREMENTS FOR A STANDARD PROJECT-BASED
ACCOUNTING SYSTEM FOR PUBLIC HOUSING

Introduction
Minimum reporting requirements
MInimum reqUIrements for accounts to be Included in a P-BA system
Cost allocation and distribution of income and expenses
Summary

CHAPTER THREE- ENHANCEMENTS TO A P-BA SYSTEM WHICH SUPPORTS
INTERNAL MANAGEMENT NEEDS

Introduction
Design and development of cost centers
Enhancements to accounts which can be controlled at the project-level
Cost allocation decisions under project-based accountmg
Enhanced reporting capabilities of a P-BA system
Project-based budgeting
Summary

CHAPTER FOUR: THE PROCESS FOR DESIGNING, IMPLEMENTING AND
MAINTAINING A PROJECT-BASED ACCOUNTING SYSTEM

Step 1: DefIne the process and goals
Step 2: Define the roles of key parties In the process
Step 3: ExamIne the current system and need for management changes
Step 4: Develop system specIfications
Step 5: Develop a request for proposals
Step 6: Selecting the system
Step 7: Install the System
System evaluation and maintenance
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The ongomg role of user groups
Ongomg training
Summary

CHAPTER FIVE: DETERMINING TIlE COST OF CONVERTING TO A P-BA SYSTEM

Introductlon
The components of cost
Design and procurement costs
Data conversion costs
Operational and staffmg changes
Training
Operating Costs
Costs and Sources of Fmancing
Summary
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