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Learning Objectives

 Understand HUD’s definition of asset management
 Understand the roles of the key participants
 Understand the five building blocks of asset 

management
 Understand the typical responsibilities of a Site 

Manager
 Understand the benefits of asset-based 

management
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Introduction

 In September 2005, HUD issued a new rule requiring public housing 
authorities (PHAs) that own more than 250 units or more to convert 
to asset management

 PHAs must monitor and report on the financial, physical and 
management performance of individual asset management projects 
(AMPs).

 Asset management is intended to improve public housing as a whole 
by holding PHAs accountable for the success of each property (AMP) 
they own. 

 The conversion to asset management signals a major shift in the way 
many PHAs will be organized and in how HUD will monitor public 
housing.



“PHAs shall manage their properties according to an 
asset management model, consistent with the 
management norms in the broader multi-family 
management industry. PHAs shall also implement 
project-based management, project-based 
budgeting, and project-based accounting, which are 
essential components of asset management.”

Revisions to the Public Housing Operating Fund Program; Final Rule
HUD, September 19, 2005

Central Tenet of Asset Management

Presenter
Presentation Notes
One of the fundamental reforms that was recommended by the Harvard Cost Study, subsequently embraced by negotiated rulemaking, and then included in the final rule on the Operating Fund program, was the shift to asset management.

As stated in the rule: “PHAs shall manage their properties according to an asset management model, consistent with the management norms in the broader multi-family management industry. PHAs shall also implement project-based management, project-based budgeting, and project-based accounting, which are essential components of asset management.” 

The goal of this transition is to move the public housing program closer to the broader multifamily housing industry in terms of business practices.
This transition moves PHAs from an agency-based model of operations to a project-based model of operations. 
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A Look at 
Entities, Roles and Functions

PIH
Field Offices

PHA Staff 
or Mgmt

Company

PHA Board 

Entity Role Function

Owner

Regulator

Operator
Property

Management

Oversight 
and 

Monitoring

Asset 
Management

Presenter
Presentation Notes
We talked about investment decisions, owner objectives, and so forth. But who is making these investment decisions? Who is the owner?  Who plays what role performs what functions?  

With respect to public housing:
<advance 1> PHA Boards of Commissioners assume the role of owner, with the primary function of asset management.  Boards make strategic decisions regarding the acquisition, disposition, and repositioning of properties.  They also approve budgets and set policy.
<advance 2> PHA staff, or in certain cases, private management companies, perform the operations function. In other words, they carry out the investment decisions and policies of the Board. 
<advance 3> PIH Field Offices assume the role of regulator, responsible for oversight and monitoring compliance with all applicable public housing laws, regulations, and rules.

An important note to remember as we go through the training is that asset management and property management are functions, not roles.







PHA Mission

 The PHA’s mission is critical to making 
organizational design as well as long-term 
investment decisions. Major mission questions for 
PHAs include:
 Who to serve?
 Quality of housing desired?
 Standard of affordability?
 Housing or services?
 Financial viability of properties vs portfolio?
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Presenter
Presentation Notes
Each of the previous strategies must be compared against the agency’s mission and goals to determine the most appropriate asset plan.  The key is to make a conscious  decision about each project, even if the strategy is to defer repairs. 

A PHA’s mission may vary in terms of:

Who to Serve: Although all admissions to Public Housing must be low-income, and while at least 40% of a PHA’s admissions must be below 30% of area median income (extremely low), beyond those requirements, there can be great variance in the residents PHAs choose to admit. Some PHAs choose to serve the most needy; others prefer a mix of low-income. 

Quality of Housing: Some PHAs may decide that adequate housing is sufficient; others may desire an even higher quality. 

Standard of Affordability: Although PHAs possess less flexibility in setting rent levels than other multifamily properties, PHAs do have some options for establishing minimum rents. PHAs may establish permissible income deductions, but they are not reimbursed for such efforts.

Social Goals: Some PHAs believe strongly that they should also provide social services in addition to basic housing; others believe that Public Housing is more bricks and mortar.

Financial Viability:   Is the goal that each property must be financially viable or will the goal be that the overall portfolio is financially viable since HUD allows fungibility among projects whereby one with more financial resources may support one with less.

Clearly, PHAs will not have the same mission. 

One of the factors that distinguishes Public Housing asset management from more traditional real estate asset management is that the goals are not simply about maximizing return on investment. PHAs have a somewhat different bottom line, which is to provide housing opportunities for low-income families. Thus, while Public Housing will adopt more of the business practices associated with managing and overseeing its assets, the purpose is to use these instruments to expand and preserve affordable housing, not realize profits. 



Creating an Asset Management Plan for Each Property

 Current conditions
 Long term plan 

(sometimes called an 
investment plan) with link 
to mission and goals
 Hold and defer
 Repair and hold
 Upgrade (rehab) and hold
 Reposition
 Replace/Dispose

 Tie plan to physical needs 
assessment (PNA)

 Identify financial 
resources, including 
capital fund

 Immediate plan (next 3 to 
5 years), linked to the 
annual budget
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Presenter
Presentation Notes
What types of asset strategies are available to a PHA?

One strategy is to defer capital needs.  This is a legitimate strategy if funding is not readily available and the improvements are of a nature that they can be delayed. Given the large backlog of capital needs in public housing vis-à-vis annual appropriations for the Capital Fund, this strategy is actually the most common.

Another strategy is to make the repair or replacement. This is also one of the most common strategies.  Few public housing projects need to be sold or disposed.  Most can continue to be used for their current purpose, provided they are repaired, commonly through the Capital Fund. However, PHAs are getting more creative about alternative funding sources, e.g., the Capital Fund Financing Program.

A third strategy is to reposition the asset, which might mean redesigning it and/or converting it into mixed-finance housing. 

A forth option is to sell, dispose, or demolish the project.  Such a decision may be made when there is no feasible financing strategy.  Such a decision may also be made because the value of the asset is such that the PHA could better use the proceeds to invest in other projects.
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Initial Priorities/Building Blocks

Project-based funding

Project-based budgeting

Project-based accounting

Project-based management

Project-based 
performance assessment

Presenter
Presentation Notes
In Public Housing, we can’t jump immediately to asset management without first building a proper foundation. Consequently, as the conversion toward asset management continues over the next five years, the primary focus will be on the following: 
Project-based funding;
Project-based budgeting;
Project-based accounting;
Project-based management; and
Project-based performance assessment.
These building blocks need to be in place to form a solid foundation that builds upon the strategic aspects of asset management. Let’s take a look at each building block individually.



Project-Based Funding

 Subsidy calculated and awarded 
for each project

 Project Expense Level (PEL) is a 
major component in determining 
a project’s subsidy

 Ensures appropriate resources 
are allocated to each AMP

Project-based funding

Presenter
Presentation Notes
In contrast with funding PHAs at the entity level, the final rule establishes a system of project-based funding, the first building block. 

<advance 1> Under project-based funding, PHAs will complete a separate subsidy form for each project. �<advance 2> A major component of a project’s subsidy calculation will be its Project Expense Level or PEL. The PEL is a model-generated estimate of the cost to operate the project, excluding utilities and taxes. It is based on the costs of operating other federally-assisted housing projects with similar characteristics.
<advance 3> One of the biggest benefits to project-based funding is that it ensures appropriate resources are allocated to each AMP based on its unique characteristics (e.g. occupancy, type, average number of bedrooms. location).  



The Flow of Funds

• Property Management Fee

• Asset Management Fee 

• Bookkeeping Fee

• Program Management Fees

• Fee-for-Service

HUD PHAOLD
$

HUD

AMP

NEW PHA/COCC

$ Subsidy $ Fees

Presenter
Presentation Notes
The COCC earns income in the public housing world through the receipt of fees for services it provides. Recall the flow of funds diagram from Slide 14. In the new model, the operating subsidy is accounted for at the AMP level. The AMP then pays fees to the COCC.

<advance 1> Under the final rule, this payment comes in the form of: the property management fee, the asset management fee, the bookkeeping fee, fee-for-service, and program management fees (e.g. Housing Choice Voucher Program, Capital Fund Program, etc.). This is the income of the COCC in the public housing world. 



Project-Based Funding

 Funding at the project level
 Improves the operational efficiency and 

effectiveness of managing public housing 
assets
 Provides appropriate mechanisms for 

monitoring performance at the property 
level
 Better preserves and protects each asset
 Is consistent with the management norms 

in the broader multifamily industry
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Presenter
Presentation Notes
The flow of funds to properties, instead of Public Housing programs, is a fundamental asset management building block.  Prior to asset management, it was difficult to evaluate the property to determine whether it was self sustaining or depended on, for instance, a disproportionate share of the PHA’s operating fund.  Project level funding provides a full picture of the project’s income and expenses, as is done in the broader multifamily industry.  This information can be used to improve the efficiency and effectiveness of each project, preserve and protect each asset, and provide information for monitoring performance at the property level.  



Project-Based Budgeting

 Ensures financial resources are 
allocated at the project level

 Provides an itemized projection 
of income and expenses over a 
specific period for better control

 Provides a measuring tool for 
staff performance

Project-based funding

Project-based budgeting

Presenter
Presentation Notes
Along with project-based funding, PHAs will be required to do project-based budgeting, the next building block.
Essentially, project-based budgeting means that budgets will now be completed at the AMP-level as opposed to the PHA entity-wide level. 

<advance 1> Primarily, project-based budgets will be used for internal PHA planning and monitoring purposes. 
<advance 2> Project-based budgets must be approved by the PHA’s board prior to the start of each fiscal year.
<advance 3> However, these budgets will not be subject to HUD approval, except in the case of non-performing projects.
<advance 4> HUD will not prescribe a specific budget format, but the budget should reconcile to the updated Financial Data Schedule or FDS.




HUD’s Project Based Budgeting 
Requirements

 A budget is required for each project
 Budgets must be approved by the PHA’s 

board before the start of the fiscal year
 Approved Board Resolution must be 

submitted annually to HUD
Only one board resolution approving
all project-based budgets is required
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Presenter
Presentation Notes
HUD allows PHAs a great deal of latitude with regard to the budget process and has not been overly prescriptive.  However, HUD has established some guidelines.  The next few slides will cover some of these guidelines.

PHAs are required to prepare a budget for each project that was established in PIC; individual budgets are also required for mixed finance projects and projects using asset repositioning fees.  These budgets must be prepared and approved by the PHA’s board prior to the beginning of the fiscal year.  



Learning Activity # 1

Do you have a household budget?  

Do you think your household finances would be in 
better shape if you did have a budget? Why?

Presenter
Presentation Notes
Let’s suppose you own a group of restaurants.
<advance 1> Would you have a budget for each one? Yes! You would do this because it is critical to forecast income, expenses, and overall performance of each restaurant.
<advance 2> Would you hire a manager for each restaurant? Yes! You would want an onsite staff person to be responsible for the day-to-day operations of the business.
<advance 3> What roles would you assign to onsite staff? What roles would you assign to central staff? For example, perhaps onsite staff would be responsible for purchases up to a certain amount, while central staff would approve larger purchases, such as a new piece of equipment for the restaurant.  The onsite manager might hire the new dishwasher, but the owner (or designated central staff) would hire the manager for each restaurant.

The same is true of project-based management.



Why Budget?

 Budgets provide an itemized projection of income and 
expenses over a specific period of time

 Budgets guide staff in operating a project on a 
day-to-day basis

 Budgets are a plan to ensure a project’s financial health
 Budget performance creates a benchmark for similar 

kinds of properties
 Budgets are an expression of how financial resources 

will be allocated
15

Presenter
Presentation Notes
The financial imperative for investing in real estate, as well as general business ownership, is that the entity must at a minimum generate sufficient revenue to meet its operating expenses.  An operating budget is not only a guideline for anticipated performance over a specific period of time but it also provides an income and expense version of the Board and PHA’s goals as it pertains to the operation of their housing stock.  Although not specifically mentioned in the slides, budgetary concepts and processes equally pertain to the guidelines for operating the COCC.






Budgeting at the Program Level
vs. the Project Level

 Traditionally PHAs have prepared public housing 
operating budgets at the program level
 The entire budgeting process has typically been a top 

down approach 
 In many cases site staff were not aware of budgeted 

resources for a property nor were they involved in the 
actual preparation of a property budget
 Staff were not held accountable for the financial 

performance of a property
16

Presenter
Presentation Notes
Creating operating budgets at a program level meant the PHA used total operating expenses from a prior period spread across the portfolio rather than using specific expenses incurred at individual projects.  This method of budgeting provided information about how financial resources were going to be used at the program level and whether the program could support the level of planned expenditures.  However, program level budgeting does not provide information about how financial resources will be used at the property level and whether individual properties have adequate financial resources. 

Budgeting at the program level was typically a “top down” process in which upper management defined how financial resources would be used.  Site staff usually had little involvement in the budget process and in some cases may not have even been aware of how resources would be used at a property level.  There was also little accountability for budget management at the site level. 






Preparing a Budget – the Steps
 Preparing a budget involves the 

following steps:
 Meeting with management to define 

property goals for the year
 Identifying project level revenue
 Determining project level expenses
 Determining if the plan is feasible
 Presenting the budget to management
 Obtaining board approval
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Presenter
Presentation Notes
Although each PHA will have developed its own budgeting process, the following steps are common regardless of the process adopted by the PHA:

Define the property goals for the year;
Identify income sources
Determine expenses
Determine if the plan is feasible;
If feasible, present the budget to executive management for approval; and
Once approved internally, present to the board for final approval.

We will now discuss each of these steps.




Project Income Consists of the Following
 Tenant (Dwelling) rent is one of the two major sources of 

income for a property.  This can be budgeted directly 
from the rent roll.

 Operating subsidy is the other significant revenue  
(national average 54%).  Beginning with CY 2008, each 
project’s operating subsidy is calculated individually.

 Other revenue averages about $36 PUM, including: late 
fees, other tenant charges, excess utilities, fraud 
recovery, investment income, and non-dwelling rent.

 CFP Funds Used for Management Improvements
18

Presenter
Presentation Notes
The starting place for determining project income is estimating dwelling rental income.  The rent roll will typically be the source document to determine dwelling rental income.  

During the year the project may have new units coming on line because of development or other reasons such as completed rehabilitation.  New units will not have historical data about rental income.  In this case the property manager will have to make an estimate about the amount of dwelling rental income they will generate based on an average for the project in total or perhaps units of similar characteristics. 

The amount of dwelling rental income a project will generate is directly related to the number of occupied units. Normal turn-over of units and the duration of rehabilitation activities will impact the project’s vacancy and its dwelling rental income.



Occupancy is Key, so Fill those Vacancies!       

 Once the rent and subsidy have 
been determined, gross potential 
income must be adjusted for 
expected vacancy
 The vacancy rate should reflect both 

recent history and expected levels in 
the coming period
 A key concept to understand is: the 

higher the vacancy percent the less 
dwelling rental income will be earned.

19

Presenter
Presentation Notes
In addition, the property manager will have to have an idea about the vacancy rate for its project.  The higher the vacancy the lower will be dwelling rental income.  Although we will talk about this in more detail a bit later, another important concept to keep in mind is that operating subsidy does not just make up the difference of lost dwelling rental income.  In many cases, not only will the project be losing dwelling rental income for vacant units, but also operating subsidy.



Two Types of Vacancy
 Structural Vacancy
 Weak Market
 Highly Competitive Market
 Changing Demographics

 Turn-Over Vacancy
 Too Many Move-outs
 Slow Intake/Processing/Leasing
 Slow Unit Make-Ready
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The Impact of Slow Turn-Over

 If a PHA averages 25% turn over per year, and if it 
takes 90 days on average to fill a vacancy due to 
slow processing and unit turn-over, then the overall 
vacancy rate will be 6.7%, meaning that occupancy 
can never exceed 93.3%.

 If the same PHA improves turn-over time to 15 
days, then overall occupancy will rise to 98%.
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Determining Project Expenses
 The typical operating expense 

categories are: 
 Administrative, including management 

and bookkeeping fees
 Tenant services
 Utilities
 Maintenance 
 Protective services
 Insurance
 General expenses
 Asset management fees

22

Presenter
Presentation Notes
Once all revenue for a project has been estimated the next step is to estimate its expenses.  It was pointed out earlier that the property manager may either be using historical data about the project and or benchmark data to make estimates about expenses, or zero based budgeting.  In some cases, the property manager may be using a hybrid method in which some expenses are based on historical data and others are based on building the expense based on actual need (zero based budgeting).  An example of using historical data may be for insurance, another might be utilities.  An example for using zero based budgeting might be maintenance expense.  In either case, also comparing estimates against appropriate benchmark data will aid the property manager in determining how realistic are the estimates for the project.



Evaluating the Project Budget

 Does the budget break even?  If 
not, what are the options?
 Reduce expenditures
 Use project reserves, if available
 Use CFP funds to increase 

operating subsidy
 Increase income
 Receive transfers from other 

projects that have excess cash
 Defer/Reduce/Forgive fees charged
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Presentation Notes
Once we have determined the income and expenses for the project its time to find out the bottom line.  This is known as the net operating income.  You might also see this referred to on the operating budget as “cash flow from operations”.  How is this determined?  It is simply the difference between project income and project expenses.  For example:

Total Project Income:              $ 500,000
Total Project Expenses          -    480,000
Cash Flow from operations:     $   20,000

If the project budget is showing positive cash flow from operations, its time to move to the next step, meeting with management to secure their approval.  If it does not cash flow more work is needed.



Using the Budget as a Management Tool

 Once the budget is finalized and approved by both 
senior management and the board, the property 
manager will then need to monitor how the project 
is performing against budget
 This is done by reviewing actual-to-budget reports that 

are typically provided to the property manager by the 
accounting department
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Presentation Notes
Once the budget is completed the process doesn’t end there.  The property manager must now monitor how the project is performing against the budget.  This is done by reviewing what are called actual-to-budget operating statements.  These statements are typically provided to the property manager by the accounting department by a set time each month for the previous month’s activity. By reviewing budget information to actual financial data, it will be possible for the property manager to quickly identify areas where improvements are needed or when the property is not performing well so adjustments in operations can be made.




Project-Based Accounting
 Income & expenses are reported at 

the project level
 Project financial statements are 

submitted to HUD at year end
 Can only charge projects for 

services actually received
 Fees must be 

reasonable

Project-based funding

Project-based budgeting

Project-based accounting

Presenter
Presentation Notes
The next building block is project-based accounting. Project-based accounting tracks financial performance at the AMP-level. Ultimately, this provides the necessary information to make more effective decisions at the AMP level. 

 As with other federally-assisted housing programs, PHAs will be required to submit to HUD year-end financial statements on each project. These financial statements will include revenue, expense, and balance sheet items. 
 Further, PHAs will only be able to charge projects for services actually received. For example, in accounting for project costs, PHAs will not be permitted to spread the cost of central maintenance across projects equally. 
Lastly, any overhead fees and any fees for centrally-provided property management services, must be considered reasonable. This means that the fees must not exceed what other efficient operators would incur for those same services in the local market.
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Project-Based Accounting
 For conventional properties, the financial 

performance of each project is tracked 
individually and reported to the owner

 This allows the manager and owner to 
make the best possible decisions for 
each individual project

 Under asset management this concept is 
being applied to PHAs

 Income and expense will be collected and 
reported by each AMP 

Presenter
Presentation Notes
Project-based accounting provides very valuable information about the financial performance of each project managed by an owner, such as net operating income, which is important for determining whether the asset is generating positive income or losing money.  Unlike a project-based budget, project-based accounting, or financial reporting, is not a plan.  Project-based accounting measures actual financial performance as opposed to forecasted or planned financial performance for a given period of time; typically the asset’s fiscal year.  

Specifically, project-based accounting involves:
<advance 1> For conventional properties, the financial performance of each project is tracked individually and reported to the owner.  If you recall our restaurant example in Section 4, if we owned a group of restaurants, we agreed that we would want a budget for each restaurant. Similarly we would want to track the actual financial performance of each restaurant at the end of each month, quarter, or year.  
<advance 2> Project-level financial reports allow the manager and owner to make the best possible decisions for each individual project.  Using the restaurant example again, financial reports for each restaurant would tell us if our restaurants were profitable and operating efficiently.  If one restaurant were generating more net operating income than the other restaurants, we would want to know why and apply this information to operating the other restaurants if possible.  

These financial reports would also tell us if our budgets, or plans, for these restaurants’ financial performance were accurate.  If the actual financial performance of these restaurants differed substantially from our budgets, either positively or negatively, we would want to know why and apply this information to future budgets.  




What Is An Operating Statement?

 It presents income and expense 
data for the current reporting 
period (usually monthly)

 It presents income and expense 
data for the year-to-date

 It shows how a property is 
doing financially
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Presentation Notes
When an airplane flies across the country, it is almost never exactly on course. Before the flight takes off, the pilot plots a course. In Property Management, we  call this preparing the budget.  After take-off, the plane may only be on-course 5% of the time.  Luckily, every commercial jet has a feedback mechanism to guides it back on course whenever it strays.

The Operating Statement is a feedback mechanism for Property Managers.  Successful Property Managers use the important financial information on an Operating Statement to keep them on course. 

Without accurate and immediate feedback, airline pilots and property managers would be flying blind.  






What Data Does An Operating Statement 
Include?

 An Operating Statement shows the budgeted amount of 
income and expense by category

 An Operating Statement shows the actual income and 
expenses by category

 An Operating Statement shows the variance between the 
budget and actual amounts

 An Operating Statement shows the data in total amounts.  
 It can also include per unit per month amounts
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Presentation Notes
The feedback mechanism on an airplane tells the pilot whether the plane is too high or too low, too far north or south, east or west.  It does this by comparing the airplanes exact location against the flight plane that was set before take-off.
An Operating Statement does the same thing.  It shows us what the budgeted income and expenses are, and then compares this to the actual financial performance.




 To be effective, the Operating Statement must be 
as current as possible. 

 In the private sector, monthly Operating 
Statements are produced within 15 days of the 
end of the month.
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Project-Based Management

 Property management 
services are arranged in 
the best interests of the 
project

 Assign management 
personnel to each 
project

Project-based funding

Project-based budgeting

Project-based accounting

Project-based 
management

Presenter
Presentation Notes
The project-based management building block allows projects to operate using a conventional multifamily property management approach.

<advance 1> For example, PHAs will arrange property management services “in the best interests of each project.” In other words, a project must receive the same level of service from a central landscaping crew as could be obtained through the market or by handling the work with on-site staff. 
<advance 2> Additionally, PHAs may assign management personnel, such as a housing manager, to each project. The primary responsibility of this staff person will be the day-to-day operation of that project.  Depending on the size of the PHA, it may not make sense for every AMP to have its own housing manager.. Site-based staffing decisions will depend on individual AMP characteristics. Typically, AMP-based staff is the norm in project-based management. 

An important note to mention at this point is that the projects may elect to retain services either from the PHA or a property management firm, based upon what is most efficient and cost effective to the project. For example, if make-readies are consistently delaying unit turnaround time, the PHA may decide to contract for this function. Another example would be to pay for skilled plumbing and HVAC repair instead of retaining a centralized maintenance technician.  This is why it is important for PHAs to fully understand their role and how they can provide beneficial services to the projects.



Project-Based Management (PBM)

“The provision of property management services tailored to 
the unique needs of each property, given the resources 
available to that property...Under PBM, these property 
management services are arranged, coordinated, or 
overseen by management personnel who have been 
assigned responsibility for the day-to-day operation of that 
property and who are charged with direct oversight of 
operations of that property.”

24 CFR 990

Presenter
Presentation Notes
24 CFR 990 = The Final Rule

It is important to note that in conventional multifamily real estate management, project-based management is the same thing as property management.



Why Practice PBM?

 Maximizes performance at all levels
 Local staff are closer to market changes and 

community issues
 Onsite staff can monitor the project
 Response to resident issues is faster and more 

personal

Presenter
Presentation Notes
Why practice project-based management? 
<advance 1> First, it gives a high level of responsibility to those closest to the asset.  This maximizes performance at all levels. This approach allows the on-site staff to manage the project operations and the supervisory staff to supervise several assets at once.
<advance 2> Also, within any market, you may find different sub-markets. Onsite staff members are closer to the issues affecting the local community. Localized staff can make decisions and give recommendations based on their personal experience with and knowledge of the local market.
<advance 3> Onsite staff are able to monitor the project more effectively than remote staff. Allowing the onsite staff to make decisions affecting the project without having to wait for the supervisor or home office improves response time which is particularly beneficial to residents.
<advance 4> Customer service is better performed at the site level. Residents would rather speak with onsite decision-makers face-to-face. Immediate action can be taken by onsite staff regarding resident issues.  Also, it is often a significant inconvenience, and in some cases a hardship, to have to travel to a central PHA location to handle matters that must be done in person, such as interim and annual income recertifications.



Learning Activity # 2

You own a group of restaurants.
 Would you have a budget for each restaurant?
 Would you hire a manager for each restaurant?
 What roles would you assign to onsite staff vs. 

central staff? 

Presenter
Presentation Notes
Let’s suppose you own a group of restaurants.
<advance 1> Would you have a budget for each one? Yes! You would do this because it is critical to forecast income, expenses, and overall performance of each restaurant.
<advance 2> Would you hire a manager for each restaurant? Yes! You would want an onsite staff person to be responsible for the day-to-day operations of the business.
<advance 3> What roles would you assign to onsite staff? What roles would you assign to central staff? For example, perhaps onsite staff would be responsible for purchases up to a certain amount, while central staff would approve larger purchases, such as a new piece of equipment for the restaurant.  The onsite manager might hire the new dishwasher, but the owner (or designated central staff) would hire the manager for each restaurant.

The same is true of project-based management.



Common Characteristics of PBM

 Each project has an operating budget to be 
approved by the owner

 The project is assigned dedicated management and 
maintenance personnel who frequently work on site 
and have direct responsibility for project 
performance and resident satisfaction

 If a project is too small to afford full-time staff, the 
project may have part-time or shared staff



Common Characteristics of PBM (Continued)

 Site personnel have significant authority and 
responsibility over the day-to-day operations

 Most project management tasks are handled or 
coordinated by the onsite staff

 Procurement is done by onsite management and 
reviewed by supervisor

 The person primarily in charge of the project on a 
day-to-day basis, including maintenance, is the site 
manager

Presenter
Presentation Notes

While project-based management does not require that all project management services be performed onsite, a decentralized model will often best serve the interests of the project. As a consequence, project-based management frequently introduces an organizational model different from what many PHAs may operate under presently. 

Staff in particular may be suspicious of an organizational model that eliminates some existing positions, but creates new ones that are not identical to those with which they are familiar. Some staff may be reluctant to work at a project rather than at a central office.  Some may relish it.   Maintenance technicians, some of whom have worked at the PHA for many years reporting to a centralized foreman, are now reporting to a property manager. Many positions may require training.  Some positions may have different salaries.  Some staff will resist change, others will embrace it.  Some staff will leave.  Some PHAs may have civil service or collective bargaining agreements that create specific challenges in adopting the staffing changes necessary to carry out project-based management.

One of the most significant adjustments PHAs must make in their transitions to asset management is introducing and making effective an organizational design that best serves its agency, its projects and, consequently, its residents. 





Arranging Services in the Best Interests
of the Property

24 CFR 990 - Section 990.275
“Property management services may be arranged or 
provided centrally; however, in those cases in 
which property management services are arranged 
or provided centrally, the arrangement or provision 
of these services must be done in the best interests 
of the property, considering such factors as cost 
and responsiveness.”

Presenter
Presentation Notes
24 CFR 990 Revisions to the Public Housing Operating Fund Program, or the final rule, establishes asset management and property management norms consistent with the broader multifamily housing industry.  In the multifamily industry, many property management services associated with the day-to-day operation of the property, including marketing, intake, routine and preventive maintenance, landscaping and security are performed by site-based staff or third party vendors.  The final rule seeks to establish the same norms for public housing.





Arranging Property Services

 The best interest of the property can be defined 
in terms of:

37

Property
Services

Cost

QualityTimeliness
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Presentation Notes
PHAs are required under program rules at 24 CFR 990.275 to arrange property services in the best interests of the properties

PHAs have traditionally delivered property management services from a centralized location rather than at the project level or by contract.  For example, many PHAs operated a central maintenance department or a central tenant reexamination office.

Nonetheless, HUD does allow PHAs to provide many property management services centrally, provided they are provided in the best interests of the property, considering such factors as cost and responsiveness.





Arranging Property Services

 Property services can be arranged such that they 
are:
 Provided at the project level
 Shared between projects
 Provided centrally to the project (i.e., allocated or 

prorated)
 Provided by contract to the projects 

(either by a third-party or the COCC)
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So long as they are provided in the best
Interests of the properties

Presenter
Presentation Notes
PHAs are required under program rules at 24 CFR 990.275 to arrange property services in the best interests of the properties

PHAs have traditionally delivered property management services from a centralized location rather than at the project level or by contract.  For example, many PHAs operated a central maintenance department or a central tenant reexamination office.

Nonetheless, HUD does allow PHAs to provide many property management services centrally, provided they are provided in the best interests of the property, considering such factors as cost and responsiveness.





Shared Resources

HUD allows projects to share 
administrative or maintenance staff 
where reasonable
Generally, staff are shared between 

2-3 projects 
Often occurs in response to the fact 

that, separately, projects cannot 
afford full-time staff
 Shared Resources in all instances 

must be reasonable, necessary, and 
based on services provided to 
the project 39

Presenter
Presentation Notes
Technically, Shared Resource costs are defined as personnel costs between a few projects.

Shared Resources are generally found when a small number of properties or projects (typically two or three) share the same staff.  As an example, a PHA may decide to share a Manager and Maintenance staff between two similarly populated and located properties, neither of which could reasonably support the cost of full time employees due to the size of the property(s).






Centrally Provided Services
 HUD allows PHAs to provide some services centrally and 

pro-rate the cost to the projects as a direct cost (front line 
cost).

 Pro-rated costs include direct labor, supplies and equipment.
 Allowable activities are:
 Waiting List Management (including supervisory staff)

 Intake/Resident Screening (including supervisory staff)

 Rent Collection
 Work Order Intake
 Social Services/Resident Services (including supervisory staff)

 Security Services (including supervisory staff)

 504 Coordinator (including supervisory staff)
40
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Presentation Notes
Another alternative to full-time on-site staffing or shared resource staffing is centralizing an administrative task and pro-rating it across projects. Centralized, prorated front-line property administrative functions must not cost more than what the property would incur if the functions were performed on-site. A PHA cannot prorate centralized maintenance. All centralized maintenance services must be performed as a fee-for-service (next course).
 
In all instances, front-line prorated costs must be reasonable, necessary, and based on the services provided.  

The ONLY supervisory costs that can be included in prorating centralized services to the sites are: 
   a.  Central waiting list
   b.  Resident services
   c.  Security/protective services



Centrally Provided Services
Any pro-rated cost must be in the best interest of 

the project.  Two important points:
 A PHA cannot pro-rate centralized maintenance
 The cost cannot exceed what the property would incur 

if the functions were performed onsite.
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Another alternative to full-time on-site staffing or shared resource staffing is centralizing an administrative task and pro-rating it across projects. Centralized, prorated front-line property administrative functions must not cost more than what the property would incur if the functions were performed on-site. A PHA cannot prorate centralized maintenance. All centralized maintenance services must be performed as a fee-for-service (next course).
 
In all instances, front-line prorated costs must be reasonable, necessary, and based on the services provided.  

The ONLY supervisory costs that can be included in prorating centralized services to the sites are: 
   a.  Central waiting list
   b.  Resident services
   c.  Security/protective services



Pro-rating Staff Costs

Examples of reasonable methodologies for pro-
rating central office staff that are performing 
allowable front-line activities include:
 percentage of units
 bedroom distribution
 amount of unit turnover
 other reasonable method based on how the activity 

is delivered
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Presentation Notes
Example—if a central work order system is used at the PHA, the PHA would be likely to have a central call in number for residents to call in work orders. Work orders might be assigned a number of ways.  Here are a couple:   Work orders might be assigned by property to specific individuals in a centralized fee-for-service maintenance department. In the case of a site- based maintenance delivery system, the work orders might be simply faxed to the site to be performed by the site-based maintenance staff.  

A reasonable method of billing back the cost of the centralized work order intake process would be to bill the expense based on which property each work order came from.  So, for example, if there are 100 work orders and 25 of them come from Project 1 in one month, Project 1 would be billed 25% of the total monthly employee cost, including benefits, for receiving, delivering and, perhaps, monitoring the work orders.

Note that the cost of the maintenance staff who perform the work orders is not included in this example.  The centralized staff, in this example, would be charged on a fee-for-service basis to the respective properties where they performed the work orders.  The payroll expense of the site-based staff would be charged directly to the site on a shared or full-time basis, depending on the property.



Contractual Services

 In some cases services will be proved to the project using 
contractual services.

 These contractual services can either be provided 
(purchased) from a third-party vendor or the COCC 
(centrally provided for a fee).

 Typically contract services will be used when there is a lack 
of skills needed at the project or it doesn't make economic 
sense for the project to provide these services itself.

 Regardless of the source, the cost must be in the best 
interest of the project considering timeliness and quality as 
well.   43
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Presentation Notes
For example, at Washington Park, the costs of the centralized intake person, who’s time is prorated, would appear under the Administrative Labor line item on the project’s financial statements to HUD (rather than broken out separately from other on-site staff). 



Contractual Services

Examples of contractual services include:
 Skilled maintenance (i.e., HVAC, Electricians, Plumbers)
 Unit inspections
 Lawn and landscaping services
 Snow removal
 Legal services for evictions
 Elevator and boiler maintenance
 Janitorial services
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For example, at Washington Park, the costs of the centralized intake person, who’s time is prorated, would appear under the Administrative Labor line item on the project’s financial statements to HUD (rather than broken out separately from other on-site staff). 



Learning Activity # 3:  Project-Based Management
Assignment of Common Tasks

 The table on the following slide list tasks commonly 
associated with managing public housing

 As a group, determine whether each task should be 
performed onsite or centrally under project-based 
management

Presenter
Presentation Notes
\. 
<advance 1> The table on the following slide lists a number of tasks commonly associated with managing public housing.
<advance 2> As a group, determine whether each task should be performed onsite or centrally under project-based management. 



Project-Based Management
Where Tasks Are Typically Performed

Task On-Site Central

Leasing units and enforcing the lease

Processing families for admission and submitting 
50058 forms as required

Grant writing and other predevelopment activities

Reviewing project-level budgets and reports

Inspecting units, structures, and systems on a 
frequent basis

Taking applications for admission

Interacting with local government and HUD

Overseeing the portfolio including tracking occupancy 
trends

Preparing budgets for the property

Purchasing and ordering goods/services

Deciding when a property needs revitalization, 
demolition, or disposition

Presenter
Presentation Notes
The chart above identifies a list of tasks PHAs routinely perform.  “Central “may mean central staff directly employed by the PHA or a third-party management company hired by the PHA. It is important to note that the answers provided on this slide reflect the practices generally seen in the broader multifamily industry. However, there may be situations in which it makes sense to perform certain functions that are classified as “onsite” in this example centrally, and vice versa. 

Leasing units and enforcing the lease: Onsite. The leasing of units and enforcement of leases is generally site-based. Certain situations may arise regarding the enforcement of leases that require central staff involvement, but the general day-to-day work should be performed on-site. 

Processing families for admission and submitting 50058 forms as required: Onsite. The 50058 form contains information on families residing at a specific AMP, so intake and submission of 50058 forms may be best performed onsite. However, costs for centralized waiting list administration (including supervision) can be allocated back to the AMPs. If each site administers its own waiting list, it’s imperative that site staff understand fair housing laws and regulations, and eligibility and admission regulations.

Grant-writing and other predevelopment activities: Central. As grants are often awarded to PHAs as entities, these activities should be performed by central staff.

Reviewing project-level budgets and reports: Central. While each project is required to create a budget, the review of the budget against goals should be the focus of the central staff. Site managers would also report on the budget, manage to their budget, and provide recommendations. 

Inspecting units, structures, and systems on a frequent basis: Onsiite. Inspecting units, structures, and systems on a frequent basis is the responsibility of on-site staff. Each AMP should have dedicated maintenance staff that can inspect the premises on a regular basis.

Taking applications for admission: Onsite. Taking applications for submission from potential tenants is generally completed onsite in the multifamily program. Again, costs for centralized waiting list administration (including supervision) can be considered a frontline allocated cost. 

Interacting with local government and HUD: Central. As it is the PHAs, and not the individual AMPs, that ultimately report to HUD and work with the local government, interaction with government entities should be handled by central staff.

Overseeing the portfolio including tracking occupancy trends: Central. As PHAs are responsible for the portfolio as a whole, reviewing occupancy percentages and overseeing the portfolio is the responsibility of the central staff, and ultimately the Board.

Preparing budgets for the property: Onsite. Developing budgets for each project primarily involves the site manager, but would also involve central staff.

Purchasing and ordering goods and services: Onsite. Purchasing and ordering goods and services is generally done onsite. The site manager essentially purchases all goods and services for the project, with approval from the regional manager when the amount exceeds established thresholds. Some PHAs might require that any purchase over $500 be approved by the regional manager; others might not require any approval provided the item was included in the approved operating budget. However, once approval is received from the regional manager (if required), the site manager then completes the purchase – not a centralized purchasing agent. At many PHAs, site staff will need to be trained in procurement and contract management.

Deciding when a property needs revitalization, demolition, or disposition: Central. It is up to central management to decide if and when a property needs revitalization, or should be disposed of to construct a new property.




Under The Multifamily Model 
 Day-to-day property management functions  

are generally handled on-site 
(rents, reexaminations, work orders, etc.)

 The property manager is the “Captain of the Ship”
 Maintenance personnel are multi-skilled (generalists) and 

are based on-site or shared between sites
 The level of on-site staff is designed for a normal 

(non-peak) workload
 Contract assistance is used for specialized or non-routine 

work (elevator maintenance, trash removal, evictions, etc.)
47
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In multifamily housing, the tendency is for most day-to-day property management functions to be handled by project staff, i.e., a decentralized model. Under this model, the maintenance staff are “generalists” who are capable of handling a wide range of routine maintenance work. Typically, a project is staffed at a level sufficient for normal needs. At times of peak demand – say, a sudden increase in move-outs – contract support is obtained. Contracts are also used for specialized or non-routine work, e.g., elevator maintenance or trash removal. 



Responsibilities of a Site Manager
 Budgeting – development, implementation and performance
 Financial management – approve payments, manage fixed 

assets, rent collection, tenant accounting
 Purchasing
 Property inspections
 Site-based Maintenance
 Leasing, lease enforcement and marketing
 Rent calculations and reexaminations
 Resident Relations
 Security
 Update data in information systems
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Presentation Notes
The roles and responsibilities of a property manager will depend upon how the PHA establishes its organization for asset management.  If all responsibilities were determined to be in the best interest of the property, these responsibilities are examples of what would likely be part of the manager’s daily activities.  In some cases, these functions may be centralized.



Hypothetical Staffing 
for a 150 Unit Family Project

Site Manager

Assistant
Manager

Maintenance
Lead worker

Maintenance
Assistant
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Presentation Notes
Of course, projects come in all sizes, shapes, and characteristics. For a hypothetical 150 unit family project, there might be a total of 4 staff: a site manager, assistant site manager, and two maintenance workers. This particular project might still contract out lawn maintenance, trash collection, miscellaneous electrical, plumbing or HVAC, and any extraordinary vacancy preparation. 



Project-Based 
Performance Assessment

 PHAS will be revised to 
emphasize project-based 
monitoring

 Each project will be 
evaluated on financial, 
managerial, physical 
condition, and 
Capital Fund

Project-based funding

Project-based budgeting

Project-based accounting

Project-based management

Project-based 
performance assessment

Presenter
Presentation Notes
The last building block is project-based performance assessment.

<advance 1> Public Housing Assessment System (PHAS) examines mostly PHA-wide activities, not project-specific activities. However, HUD is revising PHAS to emphasize project-based performance monitoring and evaluation. 
<advance 2> Each project will be evaluated on its financial and management performance in addition to its physical condition, which is measured at a project level by a physical inspection. A central part of this new performance measurement structure will be a system of onsite management reviews of each project. PHAs will also be assessed on the obligation and expenditure of Capital Fund dollars.

Although the formal review process will be completed through PHAS, performance should also be monitored by PHA staff throughout the year.  






HUD Oversight and the Public Housing 
Assessment System (PHAS) 

 Each project will be evaluated on financial, 
managerial, and physical aspects

 PHA will as a whole will be evaluated on  use of 
Capital Funds 

 New system will:
 Be consistent with the norms in multifamily housing
 Avoid PHA self-certifications
 Rely on existing data sources
 Emphasize onsite management reviews

Presenter
Presentation Notes
<advance 1> Each project will be evaluated on its financial and management performance in addition to its physical condition, which is measured at a project level by a physical inspection. A central part of this new performance measurement structure will be a system of onsite management reviews of each project. PHAs will also be assessed on the obligation and expenditure of Capital Fund dollars.
<advance 2> PHAS will rely on existing data sources where possible. For example, projects will continue to receive physical inspections.
<advance 4> PHAS will emphasize onsite management reviews to assess managerial performance. 
 



Management Operations
 PHAS Measures
 Vacant unit turnaround time 
 Work orders 
 Inspections 
 Energy Consumption
 Security  
 Economic self-sufficiency

 Other Key Areas of Performance
 Occupancy
 Rent Collections
 Appearance and Market Appeal 52



Management Operations -
Vacant Unit Turn-around Time

 Significance
 Vacant unit turn-around directly affects income
 Vacant units do not help households needing 

housing
 What to Track?
 Turnaround reports
 Move-out inspections and move-in inspections (and 

lease) for dates in the turnaround report
 Rent registers

53



Management Operations – Work Orders
Emergency work orders

 Complete or abate within 24 hours
 Includes EH&S deficiencies from HUD REAC 

inspections
Regular work orders

 Close out as soon as possible
 Track repeated problems

 Track # of days work orders are open at each project by:
 Tenant generated work orders
 Inspection generated work orders
 Nonemergency work orders - number of days to complete 

– establish standards 54



Management Operations –
Preventive Maintenance

 Significance 
 Preventive maintenance is an important element in 

maintaining the physical condition of a property and is 
part of a comprehensive maintenance plan
 Performing preventive maintenance reduces the long-

term costs for the project by dealing with issues before 
they become major defects or failures
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Management Operations –
Energy Conservation

 Significance
 Energy conservation is important because utilities 

are a big cost of the project
 The PHA should take measure to conserve energy, 

and document  its progress towards conserving 
energy.

 Total utilities expended in public housing amount to 
around $2.0 billion:
 $1.6 billion in project-paid utilities (paid directly by the PHA)
 $430 million utility allowances (paid by residents)

56



Occupancy & Rent Collection 

 Significance
 Keeping units occupied and collecting the rent are key to 

management success
 Income is the primary resource available for assuring that quality 

service can be provided.
 Ways to Improve
 Process Applications Efficiently
 Turn Units Quickly
 Enforce rent collection and eviction policies
 Conduct proper screening
 Make it easy for residents to pay rent

57

Presenter
Presentation Notes
EXAMPLE: 

Total amount collected in August = $10,000
Total arrears from July =  ($2,000)
Net = $8,000
Total amount billed in August = 7,500
CR = 1.06 or 106%

Didn’t pull this info from the Quick Reports for PMC portfolio reports on Collection Loss.  Many were 0%.  However, when I eyeballed the collection rates they were not all 100% so I wasn’t sure that the information was all there or accurate. 



Appearance & Market Appeal
Significance

Curb Appeal Affects Marketing
Appearance is important to the residents

Ways to improve
 Project manager and Superintendent should walk the 

property on a routine basis paying attention to:
 Is the project entrance attractive with appropriate signage?
 Is the landscaping well-maintained ?
 Are the building exteriors neat and graffiti-free?
 Are the sidewalks and parking lots in good repair
 Is the property free of trash, debris, clutter, and 

abandoned vehicles?
 Are dumpster areas clean? 58



Making Use of the Information Collected
 Once you have decided on your property performance 

monitoring program, management should: 
 Establish a reports time table listing frequency of all reports 

(annual, quarterly, monthly, weekly, daily)
 Require agreed-upon reports be produced timely
 Distribute reports to the appropriate parties so that conversations 

can be held to review the results:
 Board
 Executive Director
 Regional Manager(s)
 Property Managers
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Benefits of Asset Management

 Improved services provided to each AMP
 Organizational structure allows for greater efficiency
 Onsite staff provide greater service to tenants
 System enhancements will allow PHAs to operate 

more efficiently
 What else?

Presenter
Presentation Notes
.What can the board, residents and staff expect in terms of the benefits of asset management? 
<advance 1> First of all, the project-level focus of asset management allows PHAs to provide services in the best interest of each individual project, taking cost and responsiveness into consideration. Additionally, asset management paves the way to provide more direct and responsive  housing services at the project level. 
<advance 2> The bottom line is that asset management enables PHAs to operate more efficiently. However, this won’t happen overnight and it may be necessary to examine various organizational models and adjust them to accommodate a more project-based management approach. Remember that HUD is measuring results rather than process so it will not dictate how PHAs should be organized, except where performance is unsatisfactory. As a result, each PHA has the flexibility to determine appropriate organizational models that best meet the needs of each project.  
<advance 3> With more activities performed at the project level, onsite staff will take on more meaningful responsibilities and activities. This will create more knowledgeable staff members, who will be in a better position to both better assist the tenants at each project as well as maintain and operate each project more efficiently. HUD realizes that training will be required to achieve this goal, but this shift will foster true accountability and opportunity. HUD has already provided substantial training in the completion of AMP-level subsidy forms and AMP-level financial reporting, which began last summer and is ongoing.  
<advance 4> Finally, due to the nature of project-based accounting and financial reporting changes related to asset management, changes may need to occur in management information systems such as accounting and IT. These new systems will provide the necessary information to make decisions in the best interest of the project. 




Questions?

 What questions do you 
have regarding any of 
the materials we have 
covered?
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