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Fi nanci al Operations and Accounting

HUD does not provide a specific financial
managemnment or

accounting systemfor the HA to follow. The HA
has the

responsibility to establish such systens that
meet basic

standards as stipul ated by Federal
rements in 24 CFR

Part 85 for all grantees. The follow ng are
the basic standards the HA nust take into
consi derati on when devel oping its financia
managenment and accounting system

Fi nanci al reporting

Accounting records

Internal contro

Budget control

Al | owabl e cost

Sour ce docunentation

. Cash managenent

A description of each standard |isted above is
provi ded on the foll ow ng pages.

Noukwnk

1. Financial The HA nust provide to HUD accurate, current,
and
Reporting compl ete di sclosure of the financial results

of HUD-assisted prograns. The reports nust be
made in accordance with the financial
reporting requirenents of the specific program
ar eas.
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The reports required by HUD are intended to
determine if funds expended during the period
were used for the programactivities

aut horized by HUD i n accordance with approved
budgets and programregul ati ons. The financia
reporting requirenents of HUD are based on
recognition of revenues and expenditures on a
nmodi fi ed accrual basis of accounting.

The essential financial information needed by
HUD program offices to nonitor the use of HUD
fundi ng by HAs for HA-owned

rent al / honeowner shi p progranms and Section 8
progranms is prinarily reported by the HA in



the follow ng reports:

0 St at ement of QOperating Receipts and
Expendi tures (HUD 52599) for HA-
owned/ | eased rental / honeowner shi p
proj ects, which supports the Bal ance
Sheet Surpl us-Qperating Reserve accounts,
2820- 2823.

0 Year - End Settl ement Statenent (HUD 52681)
for HA Section 8 projects, which is used
to calcul ate and reconcil e annua
contribution payments and whi ch supports
the Bal ance Sheet Surpl us-
Progranf Oper ati ng Reserve accounts 2824-
2827.

0 Devel opment and noderni zati on statements
whi ch support the Bal ance Sheet account
1400. 2, Devel oprent/ Moder ni zati on Cost s,
and t he Actual Devel opnent/ Mder ni zation
Cost Statements which are used to
reconci | e financing.

0 Fi nanci al Status Report (SF 269A, Short
Form which is used to report on the
status of conmunity invol venent program
grants.
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In these areas of financial informtion, HUD
staff uses the HA reports to nonitor HA
performance and to enter data into HUD
conmputeri zed systens. Therefore, it is
important that the data be reported in the
uni form account classifications and in the
specific formats required by HUD

Refer to Chapter IIl of this @uide, Financial
Reports and Supporting Data, for a sample of
each of the forms |isted above.

Refer to Chapter |V of this Quide, HUD Chart
of Accounts, for a conplete listing of account
classifications and prescribed accounts.

Pl H Gui debook, 7460.7, Rev-i (4/25/95), Area
Ofice Mnitoring of Public Housing Agencies
(PHAs) Gui debook: Finance and Budget -

Oper ating Subsidy Program

2. Accounting The HA must have records which adequately
identify the
Records source and application of funds provided for



HUD- assi sted activities. These records nust
contain information pertaining to program
awar ds and aut hori zations, obligations,
unobl i gat ed bal ances, assets, liabilities,
outlays or expenditures, and incone.
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The HA may maintain its own accounting records
or it may contract for accounting services. In
either case, it is the responsibility of the
HA to maintain financial records which:

0 adequately identity the source and
application of all program funds and HUD
f unds,

0 provi de the basis for budgetary contro

and nonitoring of financial activities
and the financial position of prograns,

0 contain the information necessary to
determi ne conpliance with budgetary and
| egal / contractual requirenents,

0 provi de supporting docunentation for
transacti ons and an adequate audit trail
and

0 provide the basis for preparation of
required financial reports on a tinely
basi s.

Books and accounts nust be conpl ete and
accurate. The books of original entry nust be
kept current at all times, and postings nust
be made at least nonthly to | edger accounts.
Al'l records and files must be stored
appropriately and all supporting docunentation
must be maintained in a safe and accessible

| ocati on.

Internal controls are the nmethods by which an
organi zation nmanages its activities to
acconplish its intended goals. In addition
effective control and accountability nust be
mai ntai ned for all cash, real and persona
property, and other assets. The HA nust
adequat el y safeguard all such property and
must assure that it is used solely for

aut hori zed purposes.

January, 1996 PIH Low Rent Technica
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Internal control nmethods utilized by the HA
shoul d cover two key areas:

1. Accounting controls: needed to ensure
that transactions are properly recorded,
financial reporting is accurate, and
assets are safeguarded agai nst | oss from
unaut hori zed use.

2. Managenent activities: required to
establish controls to nonitor operations
to ensure that prograns are carried out
in an efficient and econom cal manner and
to guard agai nst fraud, waste, and abuse.

The | evel of reliance that outsiders and
auditors place on the information generated by
the HA depends on the internal controls
established to assure the integrity of the
program operations and the accuracy of the

i nformati on reported.

Three key internal controls are:

0 a wel | -desi gned managenent system

0 ef fective supervisory review of
operations, and

0 audits to nonitor operations.

The control techniques used to establish and
mai ntain the systemof internal controls
i ncl ude such things as:

0 clearly defined staff responsibilities
and job accountability,

0 separation of duties so that no one staff
menber has compl ete control over an
asset,

0 a managenent information system which

provides an internal flow of data for
moni toring, forecasting and policy
deci si ons,
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0 an effective personnel selection policy
so that conpetent staff are hired,

0 a supervisory review systemto assure
routine nmonitoring of enpl oyee/contractor
conmpliance with procedures and
tinmeliness/quality of conpleted work



4. Budget Contro

0 conpetitive procurenent procedures,

0 accurate inventory systens,
0 security of property and records,
0 wel | - pl anned, organi zed, and supervi sed

mai nt enance prograns, and

0 a tinely, annual independent audit of
operati ons.

Detailed, witten policies and procedures for
internal control are essential for the snooth
operation of the HA. Such controls al so ensure
that all property and assets associated with
the HA are safeguarded from unaut horized
access.

For additional information on interna
controls see the PIH "Internal Controls Desk
Ref erence Quide," Septenber 1992

The primary purpose of budgeting is to
establish objectives and to allocate avail abl e
resources for individual prograns and for the
HA as an organi zation. Al though certain
categori es of expense may cross HA
programmati c and organi zati onal lines, the HA
must prepare a separate budget for each HUD
assi sted program ar ea.
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The program area budget is based on the

obj ectives of the program and the projected
availability of finds for program outl ays.

Si nce funds provided by HUD for a particul ar
program or purpose nmust be used only for that
program or purpose, the budget constitutes the
approved plan for expenditure of those funds.

HUD prescribes standardi zed cat egories of
revenue and expense for operating budgets and
standardi zed categories of cost for

devel opment and noder ni zati on budgets. This
all ows HUD to review and eval uate budget
proposal s for conpliance with regul atory
requirenents and to nonitor actua

expendi tures agai nst approved budget
estimates.

The HA must use the HUD- prescribed categories
for the budget estinmates and for subsequent
financial transactions. The line item



identification of the costs defines the
approved use of the HUD funds to be provided,
and t he approved spending level for the HA in
that program area

Once approved, a budget becones both a
blueprint for action and a control mechani sm
It is inportant that the budget be nonitored
to neasure the actual performance against the
plan. At a mininum the accounting system used
by the HA should be able to produce reports
that conpare actual vs. budget by major
account groups on a quarterly basis. The HA
anal ysi s of actual performance agai nst the
budget will provide assurance that budgetary
variances will be identified and investigated
before the year-end cl osing and preparation of
financial statenments.

The typi cal causes of variances include:
0 over spendi ng,

0 classification errors between budgeting
and accounting data,
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Al | owabl e Cost

0 unrealistic spending targets, and
0 unreal istic income projections.

The HA accounting, budgeting, and program
managers shoul d be working together to ensure
that funds are spent legally, that budget and
accounting terns used to identify revenues,
spendi ng, and cash resources are consi stent
and that conplete information is presented on
spending to date, future clainms on program
resources, and the bal ance of program funds
avail abl e.

Funds are provided by HUD to the HA for a
particul ar program or purpose. In each

i nstance, the use of those funds is governed
by the programregul ati ons, the program budget
whi ch constitutes the approved plan for
expenditures of those funds, and the
applicable cost principles of OMB Crcular A-
87. In general, to be allowable, costs nust
meet the follow ng criteria:

0 be necessary and reasonabl e for
adm ni stration of the program



0 be aut horized or not prohibited by State
or local |aw,

0 be either a direct cost of the program or
an indirect cost (for exanple, shared
adm ni strative costs) which is proper for
the program and allocated to the program
on an equitabl e basis,

0 conformto any linmtations set forth in
the regul ati ons governing that type of
cost for the program

0 be consistent with the policies,
regul ati ons, and procedures that apply
uniformy to both the HUD program and
other activities of the HA, and

0 not be included as a cost of any other
Federal |y financed program

I1-8 January, 1996 PIH Low Rent Technica

Accounting Cuide

1. Financial Operations and Accounting

6. Source

Document ati on

7. Cash Managenent

Pr edet er m ned
HUD

The HA must maintain source docunments and
files that

support the financial transactions recorded in
the books of account, and that provide an
adequate audit trail. This includes such itens
as docunents identifying the source of cash
recei pts, cancelled checks, paid bills,
payrolls, tine and attendance records, tenant
rent rolls, Housing Assistance Paynent (HAP)
regi sters, investnent registers, insurance
policies, inventory records, contracts, grant
award docunents, and the approved program
budget s and revi si ons.

CGood cash nmanagenent requires the HA to

antici pate cash needs. Federal regul ations
require all grantees receiving Federal funds
to mnimze the time el apsing between the
drawdown of Federal funds and the di sbursenent
of those funds. An independent auditor's

eval uation of the HA's conpliance with this
Federal requirenent is a provision of the
Single Audit Act.

To help the HA nmeet the Federal requirenents,
HUD has devel oped special procedures to allow
the HA to electronically drawdown HUD funds on
either a predeternined schedule or on an as-
needed basi s.

A predeterm ned schedule is used to requisition



Schedul e operating subsi di es because operating
subsi dies are provided to suppl enent HA
operating receipts, not to provide funds for
speci fic expenditures. A predeterni ned
schedul e may provide for equal cash paynents
by HUD to the HA over a period of tine, or for
a schedul e of varying cash paynents based on
an HA estimate of fluctuating expenditure
requirenents.

As- Needed Basis An as-needed basis for advancing funds applies
to HUD grant prograns for devel opnent,
nmoder ni zati on, and community invol venent. The
HA nmust requisition funds from HUD based on
actual HA di sbursenent needs for specific
expendi tures.
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For HUD advances requisitioned on an as-needed
basis, HUD has established the maxi mumtine
bet ween HA drawdown of grant funds and the

di sbursenment of those funds to be generally
three working days. The formused to
requisition finds on an as-needed basis is
Form HUD 50080 (see Exhibit Ain this
chapter).

I nstructions on the HUD procedures for
requisitioning finds are included in the
vari ous program agreenents and/or budget
approval forns.
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ACCQUNTI NG FOR CASH

Cash is an asset which is easily converted to
i mproper use in the absence of program
controls. Therefore, cash nust be properly
accounted for and adequately safeguarded. The
responsi bility for safeguardi ng and accounti ng
for cash rests primarily with the executive
director and the chief accountant or financi al
manager of the HA and the individuals

recei ving, recording, depositing, and

di sbursi ng cash.

As indicated previously in this chapter,
accounting records nust identify the source
and application of funds, adequate interna
control s nust be naintai ned, and cash
managenent steps nust be taken to assure a



positive cash flow. This section outlines the
particular HUD requirenments that an HA nust
meet with respect to the financial depository
used for the General Fund, the investment of
General Fund nonies, the programmtic
accountability for cash, and procedures for
pool i ng of funds.

The General Fund The General Fund of an HA is derived fromfive
primary sources
1. rental receipts,
2. devel opnment and/or noderni zation funds
f rom HUD,
3. operating subsidies fromHUD for HA-owned
units,
4. annual contributions fromHUD for Section
8 and Section 23 prograns, and
5. special comunity involvenment grants from
HUD.
Pl H Low Rent Technical Accountlng Guide January, 1996
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Al'l program funds received for projects under
an ACC are considered to be part of the
General Fund.

More specifically, financial sources for

devel opnment and operation of public and I ndian
housi ng prograns are funds received fromthe
fol |l owi ng sources

0 HA Operating | ncone:
Tenant rent paynents, security
deposits, and fees for excess
utility usage and danmge charges

Rental paynments for units used for
nondwel | i ng purposes.

Interest incone from general fund
i nvestments.

I nsurance proceeds for |osses or
damage to insured property.

0 HUD Assi st ance:

Devel oprment funding from HUD for new
construction or acquisition of HA-



owned housi ng.

Moder ni zati on funding to finance
capital inprovements under an
approved noderni zati on program (Cl AP
or ConmpGrant).

Annual operating subsidies to
suppl enent HA operating incone for
HA- owned rental and homeowner ship
units.

Annual contribution paynments for
Section 8 prograns for HAP,

adm ni strative fees, audit costs,
and extraordi nary costs as approved
by HUD.
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General Depository

Agr eenent

| nvest nent s

Annual contributions for renta
paynments for HA-1eased housi ng under
the Section 23 and Section 10 (c¢)
prograns, and additional |ease

adj ustnment funding as obligated in
the approved operating budget.

G ants for community invol venent
progranms such as drug elimnation
and yout h devel opnent prograns.

The ACC requires the HA to deposit and invest
al | program

funds for projects under an ACC i n accordance
with the terns of a General Depository

Agr eenent .

0 The General Depository Agreenment, form
HUD- 51999 (dated 6/91), is executed
bet ween the HA and the depository.

0 The depository must be a financial
institution whose deposits are insured by
the Federal Deposit |nsurance Corporation
(FDIC) or National Credit Union Share
I nsurance Fund (NCUSIF).

0 The General Depository Agreement requires
the depository to fully collaterize al
HA funds on deposit in excess of the
anount insured by the FDI C or NCUSI F.

The ACC requires the HA to invest only in HUD
approved investments. A list of HUD approved
i nvestnent instruments is available in PIH



Notice 95-27, issued May 11, 1995, or fromthe
| ocal HUD office
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Accountability for The HA should establish sufficient controls to
ensure

Cash proper accounting for cash and fil
identification of audit trails. The controls
apply to cash on hand and in the bank, as well
as cash recei pts and di sbursenents. Interna
control procedures, such as segregation of
duties and procedural controls, are
established to detect and di scourage fraud.

Accounting controls ensure that the accounting
system used by the HA accurately identifies
the source, use, and remmining bal ance of

i ndi vi dual program cash resources. Good

adm ni strative controls, such as operationa

or cash budgets, allow managenent to

antici pate cash needs and to make sound

deci sions consistent with the HA program

obj ecti ves.

The HA receives funds froma variety of HUD
program fundi ng sources includi ng managenent
operations, devel opnent, nodernization, and
community invol venent grants. The HA al so
receives locally generated i ncone such as
tenant rents and charges. The use of these
funds is restricted to the specific purposes
aut horized in the program budgets. It is the
responsibility of the HA to assure that the
accounting systemused by the HA accurately
identifies the source, use, and remaining
bal ances of individual program cash resources

The HUD accounting classifications for the HA
provi des a separate series of accounts to
identify the source and application of funds
by the program groupings required for HUD
report purposes. These accounts are outlined
in Chapter |V.
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Pool i ng of Funds The ACC permits an HA to pool funds from
various sources to promote efficiency and to
facilitate program operations. Pooling funds
provi des a convenient nmethod to pay shared
expenses for itens chargeable to various
ACCs/ enterprises and for financing prepaid



expenses and inventories of materials,
supplies, and equi pnent used by the HA
prograns. Pool ed funds can al so be invested;
interest earned is allocated to the individua
ACCs/ enterprises on the basis of the percent
of funds on deposit.

The bank account designated for the pooling of
funds nust be covered by a General Depository
Agr eenent .

Pool ing of funds is acconplished by the use of
either a revolving fund or a master account.

0 A revol ving fund account is a separate
bank account established specifically to
handl e cash transactions for the various
HA ACCs/enterprises. A separate Genera
Ledger is maintained for the revol ving
fund entity in addition to the books of
account maintained for the individua
ACCs/ ent erpri ses.

0 A master account is the general fund
account of a particular ACC which has
been designated by the HA as the account
into which various programfunds will be
deposited for the purpose of paying for
items chargeable to those prograns.

The procedures for using a naster account or a
revolving fund are the sane, except a separate
bank account and a separate set of books are
not required for a master account.
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The HA may deposit funds to a revol ving
fund/ master account by any of the follow ng
met hods:

0 a lunp-sumtransfer of funds fromthe
general fund accounts naintained
specifically for each contract wth HUD

0 deposit of direct revenues or receipts of
projects or prograns under a contract
with HUD, and

0 a lunp-sumtransfer of funds fromthe
depositories of enterprises in which HUD
has no financial interest, in amunts
necessary for current expenditures of
those enterprises.

The HA may use pool ed funds for any

I1-15



"Due To/ Due Front
will
Transacti ons

expendi tures chargeable to the HA
prograns whi ch have funds on deposit;
however, funds shall not be w thdrawn for
a programin excess of the amount of
funds on deposit for that particular
program

The use of a revolving fund/ master account

result in "due to/due front transactions
bet ween t he books of account for the
revol ving fund/ ACC of the master account
and the books of account for the
contributing ACCs/enterprises.

The "due to/due from accounts in the
respective General Ledgers of the

revol ving fund/ master account and the
contributing ACCs/enterprises nust be
reconciled at the end of each reporting
period to ensure that they are in

bal ance. The bal ance of the account
represents cash "due from' (debit

bal ance), or cash "due to" (credit

bal ance) the other entity.

The HA shoul d take care to maintain
supporting docunentation for pooled fund
transactions in enough detail to provide
an adequate audit trail.
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Cash Anal ysis

Conmi ngl i ng of

Funds

i ons and Accounting

When an anal ysis of avail abl e cash for an ACC
whi ch contributes to pooled funds is being
performed, the "due froni account bal ance of
the ACC General Ledger nust be taken into
consi deration. A debit balance in the "due
from account of the contributing ACC Genera
Ledger represents additional general fund cash
of the ACC prograns held by the revol ving fund
or master account; a credit bal ance represents
cash "due to" the revolving fund or master
account fromthe ACC general fund.

Funds provided by HUD are to be used by the HA
only for

the purposes for which the funds are

aut hori zed. Program funds are not fungible and
wi t hdrawal s shoul d not be made for a specific
programin excess of the funds avail able on
deposit for that program

As generally used, the term "conmingling of
funds" refers to the use of one progranis



funds to pay expenditures for, and in excess
of the funds available for, another program
An HA does not "commingle" funds by pooling
funds or by maki ng expenditures for various
progranms froma single account used to pool
funds.

Unl ess there is a specific |legal requirenent
to maintain separate bank accounts for a

speci fic purpose, the prohibition against
"commi ngling of funds" does not nean that the
HA is required to physically segregate program
funds in multiple bank accounts.
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Notice PIH 95-27, Required HA Cash Managenent
and | nvestnment Policies and Procedures (5/95).

HUD O fice of |Inspector General Program
Integrity Bulletin, Avoiding Enbezzl ement of
PHA Funds, P-88-4 (9/88).

HUD Office of | nspector General Program
Integrity Bulletin, Asset Managenent, P-86-2
(2/86).
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ANNUAL AUDI T

The HA is required to contract with an

i ndependent auditor (l1A) for an annual audit.
HA audits nust conformto the requirements of
the Single Audit Act of 1984, Ofice of
Managenment and Budget (OVB) Circul ar A-128,
and Governnent Auditing standards issued by
the Conptroller General of the United States.

Requi red Financial Financial statements prepared in accordance
with

St at enent s general |y accepted accounting principles
(GAAP) are not a requirenent of the Single
Audit Act, the GAO Government Auditing
St andards, or HUD. However, HUD does not
prohibit HAs from using GAAP and accepts
audited financial statenments prepared on the
GAAP basis. HUD does not prescribe a
particular format for use in HA audit reports.

The Single Audit Act requires audit reports to
contain the normal financial statenents used
by the entity. Audited financial statenents



for an HA woul d generally include the
fol | owi ng:

0 Bal ance Sheet
0 St atenment of | ncone and Expense
0 Anal ysi s of Surplus

In instances where GAAP statenents are
required by State law and/or city law, the
Anal ysis of Surplus statenent is included as
requi red suppl enental financial information in
the audit report.
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Mul ti-year
contracts,
contracts

the HA

In addition, the HA should require statements
of actual nodernization or devel opnent costs,
certified to by the HA and subnitted to HUD
during the audit period, to he included in the
audit's scope and as required suppl ement al
information in the audit report. The HA is
responsi bl e for assuring the auditor has the
actual cost statenment/certificate for review
Unl ess the auditor states otherwi se in the
audit report, the HA-certified cost should be
consi dered accept abl e by HUD.

Unl ess State |aw prohibits nulti-year

may contract with an auditor for the current
audit period and a specified nunber of
subsequent audits. For exanple, an audit
contract for three annual audits will take
advant age of the auditor's |earning curve, and
wi Il reduce costs associated with the annua
procur enent process. HUD does not have a nodel
formcontract for HA audits.

Pl H Handbook 7476.1, Rev- 1 (9/2/94), Audits
of Public Housing Agencies and | ndi an Housi ng
Aut horities by | ndependent Auditors.

PIH Notice 95-31 (5/25/95): Public and Indian
Housi ng Conpl i ance Suppl ement - Interim

Qui dance for Annual Audits of Public Housing
Agenci es and I ndi an Housi ng Authorities by

I ndependent Auditors (pending issuance in OVB
Conpl i ance Suppl enent for Single Audits).

Statenments on Auditing Standards (SAS) No. 62
Fi nancial Statements Prepared in Conformity

Wth a Conprehensive Basis of Accounting O her
Than General |y Accepted Accounting Principles.



HUD O fice of Inspector General, Fraud
Information Bulletin: Review ng | ndependent
Audi t or Reports, August 1989, 89-1
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Scope of Service

FEE ACCOUNTANTS

Many HAs find that it is nore econonical or
practical to contract for accounting services.
HUD does not prescribe the content and terns
of a professional services contract between
the HA and an outside accounting service. The
HA has the flexibility to negotiate the terns
of a contract for accounting services in
accordance with the specific managenent needs
and scope of service required by the

i ndi vidual HA. The information provided bel ow
reflects HUD policy applicable to HA
accounting services contracts.

An HA may contract for a variety of accounting
services froman individual or a firm either
to provide all accounting services or to

suppl enent HA staff functions. The scope of
the contract services will vary dependi ng on
the size of the HA the availability of
qualified local staff, the type of prograns
the HA has ongoing or planned, and the ability
of the HA to afford outside services
Regar dl ess of which accounting functions are
performed by the HA or by the accounting
service, it is always the responsibility of
the HA to ensure that accurate, conplete, and
up-to-date accounting records are maintained
in a manner that wll:

0 provide an effective system of interna
control
0 provi de budgetary control over the

budgets administered by the HA

0 provide the HA with all the financial
data needed for HA managenent and HUD
reporting purposes, and

0 permit a tinely and effective audit.
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I n devel opi ng an accounting services contract



Sel ection of
conpetition for
Accounting Service

or agreenent, the follow ng areas shoul d be
consi dered for inclusion:

0 scope of service,

0 conpensati on

0 contract period and options to extend,
and

0 met hod of ternination for cause.

The ternms of the contract should al so
identify:

0 the specific accounting functions to be
performed by the fee accountant,

0 the information to be provided, reporting
met hods, and the tinmeframes to be
followed in transnmitting information
bet ween the HA and accountant, and

0 any reporting forns to be prepared by the
accountant and the tinefrane for
subm ssion to the HA

VWhen prior HUD approval of the contract is
required, the terns and conditions of the
contract as negotiated by the HA will be
considered to be acceptabl e unless HUD
identifies a statutory or regulatory
deficiency in the contract.

HAs are expected to solicit full and open

contracts for professional services in
accordance with the provisions of 24 CFR
85.36. HAs may not contract w thout
competition unless the conditions of 24 CFR
85.36(d) (4) are net. Wien the HA issues a
solicitation which will include renewals

and/ or options, the HA nust ensure that the
solicitation clearly states that options wl|l
be part of the contract.
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General ly, the HA may execute or approve any
agreenent or contract for accounting services
with any person or firmw thout the prior
witten approval of HUD. However, HUD may
require prior HUD review or approval under the
provi sions of 24 CFR 85.36(g) for sole source
contracts, or under the provisions of 24 CFR



950. 160 (I HAs only).

HUD Handbook 7460.8, Rev-1 (1/93), Procurenent
Handbook for Public Housi ng Agenci es and

I ndi an Housi ng Authorities: Chapter 4,

Par agr aph 4-27, Legal and Prof essional

Servi ces Contracts.
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ACCOUNTI NG FOR HOVEOMNERSHI P PROGRAMS

Two HA- owned housi ng prograns that provide
honeowner shi p opportunities are covered by the
public and I ndi an housi ng accounti ng

requi renents. They are:

0 The Turnkey 111 Program (24 CFR Parts
904/ 950)

0 The Mutual Help Program (24 CFR part 950)

The provisions of the ACC for a homeownership
programrequire the HA to maintain books and
records in accordance with the Honeownership
Agreenent for the applicable program Except
for transactions related to honebuyers, the
accounting and reporting requirenments for
honeowner shi p projects are the same as the
requirenents for HA-owned rental projects

Usual ly, a Turnkey IIl programis part of a
Consol i dated ACC that al so covers HA-owned
rental projects. Both prograns are naintained
within the sane General Ledger. However, the

i nconme and expense accounts nust be maintai ned
in such a way that a separate Statenent of
Operating Recei pts and Expenditures (HUD
52599) can be prepared, and separate Operating
Reserves can be identified (a) for the

conbi ned rental projects and (b) for each
Turnkey 11 project.

Under the Miutual Hel p prograns, the HA
consol i dates the accounting and reporting of

i ncone and expense, and the Operating Reserve,
for all projects under an ACC

Under the honeownershi p prograns:

o] Mai nt enance is the financia
responsibility of the occupant.
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Omnership equity is realized by the
occupant through paynments as specified by
t he honeownershi p agreenent and/or by the
program regul ati ons.

General ly, the anount credited to equity
is a portion of the nonthly honebuyer
paynment due fromthe occupant. The HUD
Chart of Accounts includes account
classifications for the honeownershi p-
rel ated accounts specific to each type
program

The occupant achi eves homeowner ship
ei ther:

(a) when equity increases to a point
where it is equal to a predeterm ned
purchase price, or

(b) when the occupant purchases the
dwel I'i ng.

Term nation of the agreenent prior to
achi evi ng ownershi p, dependi ng upon the
terns of the honmeownershi p agreenent,
entitles the occupant to a refund of
equity alter deducting the cost of any
repairs to the unit.

Unl ess HUD requires the HA to renit the
proceeds fromthe sal e of honeownership
units, the HA may retain the proceeds for
use in accordance with HUD regul ati ons.

Accounting Quide January, 1996
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ACCCOUNTI NG FOR PIH COVWMUNI TY
I NVOLVEMENT PROCGRAM GRANTS

PIH funds HAs for a variety of comunity
program grants that are accounted for
separately fromthe day-to-day operation of
public housing. Exanpl es of such prograns in
recent years include

O O0OO0OO0Oo

o]

Fam |y I nvestnent Centers (FIC
Yout h Apprenticeship Program ( YAP)
Tenant QOpportunity Program (TOP)
Yout h Devel oprent Initiative (Youth FIC
Publ i ¢ Housing Drug Elim nation Program
( PHDEP)

Nati onal Youth Sports Program ( YSP)

Reporting requirements for such grants are set

out

in the grant agreenment and consist of both
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narrative reports and financial reports. The
financial report nobst often required by HUD
for these grant programs is the Financia
Status Report (short form SF-269A. (See
Chapter 111, Exhibit R)

The SF-269A is a cunul ative summary of:

0 the funds advanced, the expenditures to
date, and
0 t he exact bal ance of unexpended funds.
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No particul ar account classifications are
prescribed by HUD for these grant prograns.
However, the following tips may facilitate the
recordi ng of costs and the reconciliation of
expenditures to advances:

0 The grant transactions may be recorded in
the public housing General Ledger. If the
HA mai ntai ns the grant accounting within
the public housing General Ledger, the
recei pt and expenditure of grant funds
must not be recorded in the 3000 or 4000
accounts, or in any accounts that wll
af fect the public housing operating
reserve accounts (e.g., Account 2820).
Separ at e subaccounts nust be nmi ntai ned
for the grants to distinguish the grant
activity from day-to-day public housing
activity.

0 As an alternative to maintaining the
grant transactions within the public
housi ng General Ledger, the HA may record
the transactions in a separate genera
| edger; a separate general |edger for
each programgrant will make it easier to
account for and report on the individua
grants.

0 The drawdown of funds for grants is
supported by form HUD- 50080 (see Exhibit
Ain this Chapter). A specific HUD 50080
is used for specific grants, with
designated line-itemnunbers for each
program activity. A chart of accounts
usi ng the HUD-50080 |ine item nunbers as
the account classification nunbers for
the programgrant will allowthe HA to
reconcile the expenditures with the
drawdowns and will provide a good audit
trail for tracking grant expenditures.
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0 I ncomng grant funds can be credited in
the General Ledger to an account
comparabl e to Account 8029 in the public
housi ng chart of accounts; this wll
provide the HA with cumul ati ve advances
to date for the grant (information needed
for the SF-269A report).

0 The grant period nay or may not coincide
with the HA fiscal year. The cl ose out of
the grant depends upon the issuance of
the final SF-269A, Status of Funds
report, the reconciliation of funds
advanced with the approved expenditures,
and the adjustnent of grant funding to
the actual expenditures. Therefore, it
will be to the HA's advantage not to
cl ose the grant accounts at each fisca
year end, but instead to | eave the
accounts open until the grant period
ends, and all reports have been filed. At
that tinme, the nom nal accounts for the
grant expenditures can be closed to
Account 2810, Unreserved Surplus; the
nonmi nal account for grant funds received
(e.g., Account 8029) can be closed to
Account 2845, Curul ative HUD
Contributions for Gant Funds.

What ever accounting systemthe HA uses to
record the special purpose grant transactions,
it should keep in nmnd that the system should
achi eve the foll owi ng objectives:

0 identify the source and use of funds,

0 provide the HA with the infornmation
needed to nonitor budgeted versus actua
expendi t ures,

0 accunul ate the informati on necessary to
nmeet reporting requirenents, and

0 provi de an adequate audit trail
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Form HUD 50080: Exhibit A



