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1.0 WHAT IS RESIDENT MANAGEMENT ALL ABOUT?

1,1 Jotroduction

In twenty years time, the public housing resident management movement
in the United States has grown from infancy to an impressive maturity.
In the early days of struggle, public housing residents banded together in
St. Louis and Boston to protest against the physical and social deterioration
of their homes and to assume the responsibility of management. Others
soon followed their example, and a cadre of capable managers developed
who were willing and able to not only improve conditions in their own
developments, but share their knowledge and experience with others around
the country.

Resident management has proven itself by improving the living conditions
in the developments where it has been tried - repairs have been made,
maintenance has been provided, physical improvements have been done,
rent receipts have increased, and vandalism has decreased. But more
importantly, resident management has demonstrated its potential by
improving lives - employment rates have increased, children are staying in
school, teenage pregnancy rates have dropped, and residents have gained
confidence in their abilities to determine their own futures.

HUD is a staunch supporter of the resident management movement, as
well as of other programs to benefit public housing residents. An Office
of Resident Initiatives has been created to administer these programs, with
assistance from a network of Resident Initiatives Coordinators (RICs) in
HUD's Regional and Field Offices. The RICs are available to provide
direct assistance to residents and resident groups, and can be of immense
help to those interested in resident management.

HUD has sponsored preparation of this guidebook to help residents and
resident groups who want to undertake resident management in their
developments. This guidebook will tell you how to get started and what
needs to be done to manage housing. It shows you how Resident
Management Corporations can organize businesses and social services and
take advantage of homeownership opportunities for residents of public
housing. It will also provide important information for city officials,
housing authority staff, and HUD staff working with resident management
groups.

For additional information, contact your housing authority or the Resident
Initiatives Coordinator in the local HUD Field Office.



HUD is prcpeiring the following additional guides for RMCs:

L. "A" Guide to Financial Management for Resident Management
Corporations"

2. "A Guide to Resident Job Training and Development”

3. "A Guide to Resident Participation in Public Housing"

2 The Hi f Resident Man n

Resident management in public housing dates back to the early 1970s.
Conditions in some public housing became so bad, residents decided to
take action to save their housing. The Bromiey-Heath Tenant Management
Corporation in the Boston area faced many problems. Residents had
carlier organized to get a health clinic and a day care center. When the
group heard of a pilot resident management program, it seized the
opportunity and asked to be the site for the demonstration. In 1973, after
three years of training to learn how to undertake property management
functions, the Tenant Management Corporation signed a contract with the
Boston Housing Authority to manage three housing developments. Since
then the Tenant Management Corporation has directed rehabilitation and
beautification programs as well as a Community Patrol. Bromley-Heath
even started its own radio station.

In St. Louis resident management got started at Cochran Gardens as a
reaction to intolerable living conditions. Apartments in the public housing
development were rundown. There was violent crime, prostitution and
drugs. Of 704 units, 250 were vandalized and could not be rented. The
final straw was a rent increase.

Residents were outraged and went on a rent strike in 1969, They formed
their own organization and learned how to collect rents, select residents,
and provide maintenance and security. Residents proved they could be
good managers and provide other needed services. In 1976 the resident
group negotiated a contract with the housing authority to manage the

property.



The Cochran Gardens Resident Management Corporation has a long list
of successes that go beyond housing management. They have:

- built 775 units of low-income housing,
- converted a school into 40 units of senior-citizen housing,

- built the Malcolm X Community Center and run recreational
programs and day care,

- provided job training, and employment in businesses they have
created. One is a janitorial services business, another does
catering, and another installs cable television.

Encouraged by the actions of resident management groups, HUD and the
Ford Foundation sponsored 2 demonstration program from 1975 to 1979.
Seven sites received an average of $2.7 million in Jersey City, Louisville,
New Haven, New Orleans, Oklahoma City, and Rochester. The grants
were used to fix up rundown housing, train residents, and provide some
social services.

From 1985 to 1988, the National Center for Neighborhood Enterprise
organized a resident management program for 12 public housing sites. The
program emphasized building the capacity of resident groups to manage
public housing and to provide economic development and homeownership.
Six grants went to existing Resident Management Corporations, and six
grants to new ones. This program showed that residents can improve their
housing conditions and neighborhoods. It takes time and effort; it requires
a learning period and training and technical assistance.

In the 1980%s, a bipartisan consensus emerged around the nation that
housing policy should go beyond helping the poor to helping the poor help
themselves. The Housing and Community Development Act of 1987
specifically encourages resident management. Among the many
Congressmen who supported the legislation was Jack Kemp, now the HUD
Secretary. He strongly supports resident management as part of a
"Resident Initiatives Program.”



At a convention on resident management and urban homesteading held in
Rosslyn, Virginia on March 6, 1989 Secretary Kemp said:

"I want a HUD that champions your cause of jobs, resident
management, homeownership, empowerment, and opportunity.
I want a HUD that will clear the logjams, remove the
impediments, cut the red tape, and make things happen.
Wherever a resident council has demonstrated management
capability and meets the requirements of the HUD regulations,
1 will support its right to obtain a full management contract,
and 1 won’t let politics or bureaucracy or inertia block your
efforts.

I pledge to you my best efforts to help bring all public
housing up to decent standards. 1 will also make sure that
your transition to full self-sufficiency is aided with proper and
prudent levels of HUD resources.”

In 1988, HUD made grants for training and technical assistance to 27
public housing resident groups for up to $100,000. Further grants were
made: 35 in September 1989 and another 37 groups in April 1990. As of
mid-1990, a total of 100 groups are training for resident management.




Homeownership can be a final step in this process. The Housing and
Community Development Act of 1987 provided a “right to buy" for public
housing residents. The first program to transfer public housing ownership
to a Resident Management Corporation is at Kenilworth-Parkside in
Washington, D.C. Cochran Gardens and Carr Square in St. Louis are also
moving towards homeownership.

Resident management is still quite new in many communities. Resident
groups will use many different approaches. Many of the earlier resident
management pilot programs were in communities with large public housing
developments. However, there are many small and medium sized housing
authorities where conditions may be quite different. Public housing in
Boulder, Colorado or Greenville, North Carolina has its own characteristics,
which differ from those in Newark or Chicago. Each local group will need
to consider what is appropriate to meet its needs, and programs will differ
from community to community.

The National Association of Resident Management Corporations (NARMC)
has been formed by resident managers and board members with experience
in public housing resident management. The NARMC, which held its first,
national conference in April 1990, will be helping resident groups in the
goals of providing self sufficiency for public housing residents. NARMC’s
address is 4510 Quarles St. Washington, D.C. 20019,

1.3 HUD’s Office of Resident Initiatives

In July 1989, HUD formed the Office of Resident Initiatives to coordinate
programs for public housing improvement. Programs of the office include:

- Resident management

- Homeownership opportunities

- Public housing drug elimination grants

- Economic development including job training and development
- Supportive services

HUD’s Resident Initiatives Coordinator (RICs) in 10 Regional Offices, 6
Offices of Indian Programs and 53 Field Offices are the key HUD people
working with local residents and housing authorities to make the resident
management program work. If you are interested in resident management
and need information, contact the Resident Initiatives Coordinator in the
HUD Regional or Field Office. Your local housing authority can refer you
to the right HUD Field Office.



14 Resident Management for Indian Public Housing

Residents of Indian public housing on reservations can also participate in
the resident management program. The approach may be different from
resident management in a city with multifamily public housing. Indian
housing is typically single family homes on scattered sites, and about two-
thirds of Indian housing was built under the Mutual Help Program, a lease-
purchase arrangement leading to home ownership. Indian resident
management programs will need to adapt to the particular issues and
concerns of Indian residents in their different housing situations.

Indian housing residents can contact their Indian Housing Authority or the
Resident Initiatives Coordinator (RIC) in the HUD Indian Field Offices for
information.




1.5 What Makes Resident Managemen essful?
From the experience over the past 15 years in about two dozen housing
developments, some ideas of what makes resident management successful

are beginning to emerge . (Note: see bibliography). These are:

- vision of what will make the community better and defined
goals to make the vision a reality

- effective community organizing

cooperative relationships between the housing authority and
residents

- strong leadership including a strong board

1

ties to local foundations, businesses, and universities

good resident management training programs
- patience, faith, and lots of hard work.
Vision and Goals

Community change starts when people develop the idea that they want
things to be different. Whether it is one person, or a group of neighbors,
a vision of what the commumity can be is formed. This vision attracts and
inspires others who then are willing to put in the time and effort it takes
to make the change possible. As a resident council forms it needs to
develop a vision and set down its goals on how to improve the community.
The goals give the organization’s members direction and purpose.

Effective Community Organizing

The most important factor for successful resident management is
community support by the residents of the development. Your resident
council will be successful in making conditions better if the residents of
your development understand what you are doing and support your
program. This means the resident council has to be effective in community
organization.

Communication is the key to community organizing. Resident councils use

a variety of methods to build community support. At Cochran Gardens in
St. Louis, there are floor captains who know their neighbors.  Other
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councils have board members who represent each major building or
building entrance.

Two-way communication makes resident management work: from residents
to the board, from the board to residents. Flyers, newsletters, community
meetings, bulletin boards, visits all help to increase communication. But
mainly community organizing involves one-to-one relationships of trust.
Board members and resident leaders should be people known and
respected in the development who keep in touch with their neighbors.

Cooperative Housing Authority and Resident Relationships

The foundation of a strong resident management program is a cooperative
relationship between the resident council and the housing authority. This
Is a key finding of a 1981 evaluation study by the Manpower
Demonstration Research Corporation.

In fact, relationships between residents and housing authorities are mot
always cooperative. At times residents have organized rent strikes and the
relationship with the housing authority has been difficult. Some housing
authorities are not sympathetic to resident management. Others limit the
amount of activities and independence of resident councils.

HUD regulations for resident management require public housing
authorities to be supportive of resident interest in forming a Resident
Management Corporation. The public housing authority must negotiate in
good faith with resident councils, and "make every reasonable effort to
come to terms with the Resident Management Corporation” (24 CFR Part
964).

Residents, in turn, have responsibilities in this cooperative relationship.
The residents must form an organization, determine the feasibility of
undertaking housing management, learn how to manage housing, and work
out a contract with the housing authority for specific management tasks.

Whether the relationship between the housing authority and the resident
council is "close" or "somewhat distant,” both need to cooperate. Residents
need the help and assistance of the housing authority to learn the ropes of
housing management. The housing authority needs the skills of residents,
and the close relationship to others in the housing development to make
housing management work better at the site.



Strong Leadership Including a Strong Board

Resident management requires strong leadership. But this leadership must
be more than just one or two people who carry the load. The organization
needs a strong board made up of residents willing to take the time to learn
about resident management. The board should work together finding ways
to resolve the inevitable differences of opinion that emerge.

Board training is one of the essential parts of the process. The technical
assistance gramt requires that the resident council hire a Housing
Management Specialist (or Training Consultant) to assist them. One of the
key activities of the Housing Management Specialist is training the board.

Resident councils, as they mature, need to bring in "new blood" so the
organization continues. Some resident leaders will move on to other
positions in the program. For example, many volunteer board members
apply for paid staff positions when the resident council begins to manage
property or start businesses. If hired, they must resign from the Board,
and their former positions filled, so that new leadership develops.

Ties to Local Foundations, Businesses, and Universities

Resident councils with ties to other local organizations are more successful
than those which limit their ties to the housing authority. Initially the -
resident council may focus much of its attention on the housing authority
and HUD. However, in the long run, the council will be better off when
it expands the base of support.

Resident councils have received help from local colleges and universities
for training and preparing grant applications. Other councils have gone to
local foundations for help in funding health clinics or starting a day care
program. In other public housing developments, the housing authority and
residents arrange with the Private Industry Council for special outreach
offices on the site for job training programs.

Good Resident Management Training Programs

Resident management requires many different skills which a good training
program can help residents develop. The organizing resident council needs
to learn how to work together as a functioning board. Some of the skills
are very basic, but essential ones that persons in the smallest and the
biggest businesses need to learn: how to listen and communicate well, how
to develop a consensus, how to deal with differences without becoming
divisive, how to run an effective meeting. Other skills are more technical:
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how to set policy, how to set objectives, how to develop a budget.

The Housing Management Specialist and other training consultants will be
key training resources for the resident council. In learning property
management tasks, the public housing authority can be a real help. Some
RMCs have developed innovative "dual management" processes where
housing authority staff work side by side with residents as they learn
property management skills,

1.6 Overview of the Resident Management Process

Resident management involves several stages. No two councils will go
through the stages in the same way, or the same sequence, and each will
have its own way of doing its work. Therefore, use this book as a general
guide, not a cookbook, The general process is shown in Figure 1.

1. Orgarnize The Resident Community.

Resident management begins with community organizing. This means
getting together a resident council which can represent residents of the
housing development. Then you need to identify issues people care enough
about to be willing to help change the situation (like security, drug dealing,
elevators that don’t work, need for daycare, inadequate maintenance or
graffiti and trash in the halls). At this stage, you may want to form a
resident counci! or increase the efforts of an existing resident council.

2. Obtain Technical Assistance Funds

Resident councils have found many ways to get resources for what they
decide they want to do. Some have held bake sales and used the proceeds
to have their board visit public housing developments with resident
management. Other councils have applied to local foundations for grants,
or involved the local university. State and local governments are also
possible sources of funds.

HUD provides technical assistance grants of up to $100,000 for resident
councils. The resident council prepares and submits an application to
HUD when HUD issues a notice that funds are available. Typically, the
morney is used to hire consultants to train the resident council and to
organize for resident management.

10



Figure 1: RESIDENT MANAGMENT PROCESS

1. Organize Resident Community

2. Obtain Technical Assistance Funds

3. Select Housing Management Specialist
4. Train Resident Councii_1

5. Form Resident Management Corporation
6. Hire Staff

7. CONTRACT WITH HOUSING AUTHORITY

FOR HOUSING MANAGEMENT

Maintenance
Resident Selection
Rent Collections
Security
Renovations
Management

* % W F ¥ %

8. Organize Small Businesses [—

9. Secure Supportive Services }—

10. Create Homeownership Opportunities

11



3. Select a Housing Management Specialist

All resident councils involved in HUD’s resident management program
must hire a Housing Management Specialist to train board and staff
members as appropriate. Once funding is received, the Housing
Management Specialist or Training Consultant is selected by the council’s
board in a competitive procurement process. A Request For Proposal
(RFP) for a Housing Management Specialist is issued which includes a
statement of work and the selection criteria. The RFP is then advertized,
submitted proposals are evaluated, and the best proposer is selected.

4. Train the Resident Council.

This step is very important and can take up to two years or more. The
Housing Management Specialist or Training Consultant teaches the resident
council how to act as a board of directors, how to hire staff, the
requirements of property management, finance and accounting, and how to
carry out other activities like forming businesses. The resident council goes
through a planning process to identify its goals and programs it wishes to
carry out and the feasibility of meeting these goals through a resident
management program.

5. Form a Resident Management Corporation.

If the resident council decides to proceed with forming a Resident
Management Corporation (RMC) as a non-profit organization, it will need
a democratically elected board of directors made up of about 5 to 15
volunteer residents. The board directs the organization. The Housing
Management Specialist will assist the organization in making this decision
and getting legal assistance in creating a non-profit corporation under the
laws of the state.

6. Hire Staff for the Corporation.

Paid staff do the day to day work of the organization. The board of
directors hires the director who in turn hires other staff. To the extent
possible, those hired should be residents of the housing development who
are capable or who will be trained for the job. In this way resident
management can provide employment for public housing residents.

7. Contract With the Housing Authority for Housing Management

The RMC, in consultation with the housing authority, decides how many
of the housing management tasks it wishes to undertake, such as property

12



maintenance, screening applicants for rental units, collecting rents, or
security patrols. The RMC and the housing authority negotiate a contract
and a budget for these functions.

8. Organize Smali Businesses

Many resident organizations (but not all) start small businesses such as a
painting company, a small grocery store, a catering service, or a
laundromat. These businesses provide jobs for residents as well as needed
services for the housing development. This helps to build wealth within
the community.

9. Secure Supportive Services

Some resident organizations have made extensive efforts to get needed
supportive service programs for residents of the housing development. For
example some have worked to get a health clinic established. Others have
established recreation programs, job training programs, anti-drug and
alcohol programs, or daycare and Headstart programs. FEach resident
council will differ in whether they wish to get involved in these activities
and which ones are needed.

10. Create Homeownership Opportunities

A long range goal can be homeownership. If a Resident Management
Corporation is successful for three years, it may apply to buy the
development from the housing authority. The RMC then sells the units to
the residents with proper safeguards for residents who do not wish to
purchase their units or who cannot afford them. There are other HUD
homeownership opportunities as well which are described in Chapter 6.

These ten steps are the general idea. Chapter 2 explains these steps in
greater detail.
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20 HOW TO ORGANIZE AND ESTABLISH A RESIDENT
MANAGEMENT CORPORATION

2.1 reanizing the Residen mmuni

Residents have used many techniques for organizing. For example, at the
A. Harry Moore housing development in Jersey City, a group of residents
held a series of meetings with the housing authority to decide what to do
about livability and safety in the development which had gone from bad
to worse. They agreed to establish a "lobby sitting" program. Three to
four volunteers set up a card table in the building lobby to monitor visitors
from 7:00 to 11:00 pm six days a week. The lobby patro! improved
security in the building. It also improved the sense of neighborliness.

The housing authority, which supported resident management, painted the
hallways to get rid of the accumulated graffiti. Everyone could see the
improvement. In return, residents worked hard to keep the halls clean and
free from new graffiti.

At Kenilworth-Parkside in Washington, D.C. the community organizing
began with a tutoring program called College Here We Come. Since its
beginning in 1974, about 600 students from the program have been
admitted to colleges. '

At Bromley-Heath in Boston early organizing occurred to get a health
clinic in the housing development. When residents heard about a
demonstration program for resident management, they took the initiative
and asked the housing authority to be part of it.

Communication

Communication is the lifeblood of community organizing. Start with the
people who know and trust you: your friends down the hall, relatives in
the development, the women you know at church. Get them fired up.
Start knocking on doors. Talk to residents in the laundromat or wherever
they meet. Use flyers, notices and, the telephone. Invite some people in
for coffee or hold meetings to discuss what people are concerned about
and what can be done to make things better.

At first there is likely to be a lot of despair. "No use trying." "They

painted the walls once and two days later there were all those names
again." "Why should I even try?" Keep going. Think about what to do

15



when you get these comments. Talk with the others who are organizing
so that this despair does not get you down.

Issues

Most people who have done community organizing agree on one thing: you
have to find specific issues that people are really concerned about. You
need to identify what issues are so important that people will give their
support to make a change. It may be drugs or crime. It may be poor
maintenance, trash in the halls, and graffiti on the walls. It may be a need
for day care so that mothers and fathers can go to work, or job training
o people can get better paying, more secure jobs.

Once you have identified the issues, the resident council can organize
around these needs. It is also necessary to form a vision and goals. A
council needs to not only know what it does not like, but also what it
wants and where it wants to go.

Just talking with people is a good way to find out what issues are really
important, Community meetings are another method used by resident
councils. Some councils conduct a survey of residents. Questionnaires are
distributed to each resident and then picked up later by a building captain.

!
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Organization

The group of residents who are interested and committed to the idea of
resident management will need to form an organization which we will call
a Resident Council. In the early stages of its development, the Resident
Council does not need to incorporate. That may be done later. Many
housing developments already have Resident Councils.

It will be necessary to hold elections so that the board is democratically
chosen. The organization must be representative of the residents it is
serving. If the Resident Council includes several housing developments,
then representatives from each development should be represented. It is
also necessary to decide what officers to have (president, vice president,
secretary/treasurer is a good start) and to formally elect the officers.

The resident organization needs to develop a strong board of directors.
The board does not have to be large. One of the most successful is
Cochran Gardens Resident Management Corporation in St. Louis which has
only five members. Many very effective boards have from six to 12
members. If the board is larger than that, it may be necessary to have an
Executive Committee to act between meetings of the board.

The board must represent the residents in the development. Effective
board members have the trust and respect of residents. They keep in touch
with their neighbors and understand what are the concerns and issues in
the development.

The organization will need strong leaders who can be advocates for
resident needs. As the organization develops, it is very important to
develop leadership.

There are a growing number of examples of resident management
throughout the country. The following brief case studies of resident
management in Seattle, Washington; Dallas, Texas; and Boulder, Colorado
are examples of programs in different communities.
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HIGH POINT COMMUNITY COUNCIL
Seattle, Washington

High Point is one of four, large family developments owned by the Seattle
Housing Authority. The 716 units of rental housing were constructed in
1942. The units are one and two story walk-up apartments.

High Point has a long standing history of resident involvement going back
to the 1960’s with the establishment of the High Point Community Council.
Soon after its creation, the Council began to work closely with the High
Point Neighborhood House, a social service agency that provides
information and referral services, food and clothing, counseling,
transportation, and outreach for Seattle residents. The Neighborhood
House assisted greatly in the development of the High Point Community
Council.

The Council has become an organized voice representing all High Point
residents. Other activities and programs the Council has become involved
in over the years include the establishment of a produce market, a laundry
facility, and a "Say No! to Drugs" program.

The High Point residents have a good working relationship with the Seattle
Housing Authority. The Community Council has monthly meetings with
the Housing Authority to discuss community issues. These meetings are
run by residents.

The High Point Community Council and residents at High Point take an
active interest in issues impacting their community. Examples include
successfully retaining a Metro bus route and meeting with the City Council
regarding Block Grant funds.

I's through the residents’ sincere involvement in their community and the
Housing Authority’s willingness to facilitate cooperation that High Point
seeks Resident Management. In 1988 High Point received a $100,000 grant
under HUD’s Resident Management Program to help achieve their goal of
resident management.

18



RHOADES TERRACE
Dallas, Texas

Typically, the successful creation of any resident council comes down to the
leadership and initiative of one individual. In the case of Rhoades
Terrace, a 394 unit public housing development in Dallas, Mrs. Jesse Toles
is that leader. She began to organize the residents because she was fed
up with the deplorable living conditions caused by drugs and violent crime
in her development.

She can be seen every day walking the grounds of Rhoades, keeping an
eye out for any suspicious individuals and assuring the safety of all
Rhoades residents. The Rhoades Terrace Resident Management
Corporation now functions as a liaison between the residents and the
Dallas Housing Authority on such issues as maintenance and security
facilitating dialogue and expediting results. The development has been
completely renovated within the last five years, and the residents intend to
keep it that way.

Rhoades has received a technical assistance grant for $50,000 from HUD
to explore converting the development to resident management. Rhoades
is in the process of hiring a consultant to aid in designing a management
plan. When asked why the residents want to manage Rhoades, they say

the want to instill pride in their homes and in their own lives.
: Lk




BOULDER RESIDENT REPRESENTATIVES COUNCIL
Boulder, Colorado

The Boulder Resident Representatives Council was formed fourteen years
ago. It represents approximately eleven public housing sites and two
assisted housing sites in the Boulder area. The Council was originally
created by public housing residents to voice concerns about their homes to
the Boulder Housing Authority.

The Council has progressed to the point where it now seeks to subcontract
with the Housing Authority to take responsibility for certain housing
management services which the Housing Authority has been providing.
The Council wants to do specific management tasks such as tenant turnover
services, landscaping, and building maintenance. Additionally, the Council
wants 1o provide community services such as child care and health care.

The Boulder Resident Representatives Council was awarded a technical
assistance grant of $54,000 in 1988 and $45,000 in 1989 under HUD's
Resident Management Program. The grants are being used to promote
resident management and other resident activities throughout the Boulder
Housing Authority.

2.2. Obtaining A Technical Assistance Grant

The Resident Council needs resources to do its work: both technical
assistance help and funds. A good place to start is the housing authority.
It may provide space for meetings; a staff person who can help the
Resident Council organize, plan and write for grants; provide training and
even funds for a Resident Council from the Comprehensive Improvement
Assistance Program (CIAP), operating funds, or Section 8 reserve funds,
Also, the housing authority may provide funding support for the Resident
Council activities up to $3.00 per housing unit.

There may be a local college or university that can provide assistance in
such tasks as developing a needs survey of residents, or planning a day
care program. Local companies may be willing to help with either staff
resources, funds, or building materials. Service organizations (like Rotary,
Kiwanis, or Lions) can be asked to help. The local bar association may
be able to find legal assistance, and the local organization of certified
public accountants could be asked to provide someone to help prepare
budgets. It helps if you can make a clear and concise statement of what
the Resident Council is, what it intends to do, and what specific help is
needed.
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State and local government may also be sources of technical assistance or
funds. For example, the city or county may be able to provide funds from
the Community Development Block Grant program. :

HUD’s Technical Assistance Grants

A Resident Council or an already established Resident Management
Corporation (RMC) may apply to HUD for a technical assistance grant to
help get started in resident management. These grants for up to $100,000
for any ome public housing development are made once a year. Your
housing authority is required to help your Resident Council if it is
interested in resident management, and may have someone who can help
in writing federal grant applications.

The grant is made directly from HUD to the Resident Council to provide
training and technical help to build the capacity of the Resident Council
to undertake resident management.

The following training is required for councils that receive a Technical
Assistance Grant:

- HUD regulations and policies governing the operation of low
income public housing,

- HUD regulations and requirements on the Public Housing Resident
Management program,

- Financial management, including budgetary and accounting
principles and techniques,

- Capacity building to develop the necessary skills to assume
management responsibilities at the development.

There are also a number of activities that are permitted under the grant.
They include, but are not limited to:

- Assessment to determine the feasibility of resident
management,

- Activities to create a Resident Management Corporation,
- Activities to make housing management work,

- Economic development planning,
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- Administrative costs for resident management training.
Feasibility Studies and Community Assessment

The Resident Council is required to study the feasibility of undertaking
resident management. Here are some questions to answer in such a study:

- What are the goals of undertaking resident management?
- What are the needs of the residents in this development?

- Which specific property management functions should
residents do (for example, maintenance, rent collection, screening
residents, security patrols)?

- What are the advantages and disadvantages of resident
management for this development?

- What kinds of staff and organization are needed to carry out the
functions?

- What supportive services programs should be developed for this
development?

- How should these services be provided?

In other words, the feasibility study will help your Resident Council decide
whether they wish to go ahead with resident management. If so, the
feasibility study will be a blueprint of how to do it. The feasibility study
and the training of the Resident Council go hand in hand. The purpose
here is not to spend a lot of money on a paper study which ends up on
a shelf. The feasibility study is an effort by the Resident Council, working
with the public housing management specialist or Training Consultant, if
desired, to understand its roles, functions, responsibilities, and possibilities.

Training

A primary activity in this stage is to train the residents on the Resident
Council Board. A public housing management specialist or Training
Consultant must be hired by the Resident Council to train the board and
help the Resident Council become familiar with the principals and practices
of resident management. Eventually the specialist will assist in developing
a housing management contract with the housing authority.
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Creating a2 Resident Management Corporation

The grant may be used to pay for help for setting up the Resident
Management Corporation. Examples of such help include:

- Paying a lawyer to prepare incorporation papers for the
Resident Management Corporation and to prepare by-laws

- Developing a reliable budgeting and accounting system,

- Finding insurance and bonding (but not paying for such
bonding),

- Developing personnel policies and other management tools.

Housing Management

If the RMC is ready to contract with the housing authority for housing
management, the grant may be used to develop the housing management
contract. The grant may not be used to pay for salaries for security,
maintenance, rent collection, or other housing management services. These
should be paid from a contract with the housing authority for such housing
management services.
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Examples of eligible grant activities are:

- Preparing and negotiating a housing management contract with
the housing authority,

- Developing budgeting, accounting and auditing procedures,
- Developing personnel policies and procedures,
- Preparing management procedures for housing management,

- Determining the need for services such as day care, health clinics,
better security, or job training.

Economic Development
The grant may also be used to help start businesses to provide jobs for
residents and local services for the housing development such as a
laundromat or a convenience store. Grant funds may not be used for
cither capital expenses or operating expenses for a new business. Funds
are to be used for planning or for management or legal assistance in
setting up the business. Examples of activities are:

- Developing business plans or doing market studies,

- Hiring a lawyer to help with legal matters for a new business,

- Organizing a co-op food store or a janitorial maintenance firm.

Administration

The grant may also be used to pay for administrative costs of resident
management. Examples of activities include:

- Preparing plans and reports,

- Hiring consultants, including the services of a bookkeeper or
accountant,

- Telephone, printing, office supplies and furniture,

- Travel that is approved by HUD for training, conferences, or site
visits to other RMCs.
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In short, the grant is to be used to help the Resident Management
Corporation get started and build capacity for resident management..

Ineligible Costs

The grant may not be used for some activities including:
- Entertainment, including food and beverages,
- Purchase of land or buildings,
- Physical improvements to dwellings,

- Activities not directly related to resident management such as lead-
based paint testing and removal,

- Operating capital for businesses,

- Buying cars, computers, and other capital equipment with a
value over $300 (unless approved by HUD). If you need a
computer or other capital equipment for the period of the grant,
it may be best to lease the equipment.

- Architectural and engineering fees,

- Salaries for Resident Coun-il or Resident Management Corporation
staffwho are doing security, maintenance, or functions other than
grant administration (administrative costs related to eligible
activities are permitted).

2.3 Applying for a Technical Assistan ran

Qualifications

In order to receive a technical assistance grant, you need an organization
that represents public housing residents. This organization does not have
to be incorporated (which means you do not have to file legal papers with
your state). However, there are certain rules to make sure your council
fairly represents residents in the development. The orgamnization must:

1. Represent the residents in the development the grant is applied for.

A development may be one or several buildings, or it may be a group of
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row houses, or different buildings in the community that are “"scattered site"
buildings. The organization may represent residents in more than one
development, or all the residents of the housing authority. However, it has.
to fairly represent the residents who will benefit from the grant.

2. Have a governing board whose members are democratically elected.

The voting membership of the board must be residents of the
development(s) that will benefit from the grant.

3. Adopt written procedures for the election of officers.
Elections must be at least once every three years.

If you already have a Resident Council or some other group that includes
site residents, make sure you meet the above rules. If you dor’t have an
organization, you will need to organize residents and form a Resident
Council.

Application Process

If your organization has not prepared a grant application before, you will
want to get some help. The local housing authority and the HUD
Resident Initiatives Coordinator can explain the requirements and assist in
preparing the application. You may be able to get assistance from a
person experienced in proposal writing from a local university or
community organization such as United Way. The key parts of the
application are a statement of the activities the Resident Council proposes
to carry out and a budget. These requirements are explained in a "Notice
of Funding Availability” (NOFA) which HUD issues announcing the
availability of funds, the application requirements, and deadlines for
applications. Read the NOFA carefully and follow the instructions exactly.
Since. HUD has to strictly comply with the NOFA, make sure all
requirements are totally completed.

This is a competitive process, so you will want to show local support to
strengthen your proposal. Be sure to include letters of support from the
housing authority, local government, and other organizations who may be
involved with your Resident Council. Include a resolution from the
Resident Council and any other information that shows resident support of
the proposal (such as a result of a survey, newspaper articles, or petition).
These will weigh in your favor when HUD reviews the proposals.
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Grant Award

The HUD Field Offices and HUD Headquarters in Washington, D.C.
review the proposals and a final selection is made by Headquarters. If
your Resident Council is awarded a grant, an agreement is made between
HUD and your Resident Council. Before signing the grant, HUD will
provide instructions in how to prepare a work plan and a detailed budget.
A work plan outline is contained in the Appendix.

The Resident Council will also need to provide information about a
financial management system that meets the standards of the Office of
Management and Budget Circular A-110, "Grants and Agreements With
Institutions of Higher Education, Hospitals, and other Nonprofit
Organizations." If the Resident Council has a system for handling money,
it should discuss these requirements with its accountant. If the Resident
Council is unfamiliar with the procedures, the housing authority’s financial
officer can assist the residents in meeting these requirements. (See also
Chapter 3.8 Financial Management)

2.4 lic Housing Managemen i

The Resident Council must hire, by a competitive procurement process, a
public housing management specialist or a Training Consultant to assist
them. This is a person or company experienced in public housing and
government programs who will help the Resident Council to organize and
decide what it wishes to do. A key role of the public housing management

specialist or Training Consultant is training the board and staff.

Some activities a housing management specialist or Training Consultant
might carry out under the technical assistance grant include;

- Set up a training program for the board and staff,

- Provide general advice and help to the board ang staff,

- Assist the group in conducting its feasibility study to decide what
housing management functions the Resident Council can and wants
to do,

- Provide advice on how to organize the RMC,

- Suggest ways of electing board members that give residents fair
representation,
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- Help set up the RMC by preparing articles of incorporation, by-
laws, and applying for non-profit status known as 501(c)3 (or assist
the council in getting legal assistance to do these tasks),

- Develop a housing management operations plan, and select and
train the staff,

- Help the RMC to negotiate a contract with the housing authority
for housing management of the development.

Selecting the Public Housing Management Specialist

HUD requires Resident Councils who get a grant to hire a public housing
management specialist. This is done in consultation with the housing
authority, but the Resident Council or RMC makes the selection.

An open, competitive process must be used in hiring the public housing
management specialist. The first step is to prepare a Request for Proposal
(RFP). This is a one or two page statement describing the training and
consulting services needed, and qualifications for the position. Send the
Request for Proposal to candidates for the position.

Ask other resident managers, the housing authority, and the HUD Resident
Initiatives Coordinator to suggest some public housing management
specialists, The position should also be advertised in the local newspaper
and/or national newspapers such as the "Commerce Business Daily."

A selection committee of the Resident Council then reviews the
applications and selects the top candidates for interviews. The entire
Resident Council may wish to participate in the interviews and make the
final selection. The public housing management specialist should be
someone residents can work with and who understands resident needs.

2.5 Training, The Key To Effective Resident Management
Why Train?
Managing public housing is a complicated and difficult business. There is

much to learn. The training program will show board and staff what to do
and how to avoid mistakes. The training will help the board work together
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as a team. A well-run resident organization becomes the "tool” through
which residents can achieve their goals for improving the development.
(See HUD Training Notice in the Appendix.) '

Setting up a Training Program

The first training program should focus on the board and include all board
members. The training starts with basics such as how to run z meeting.
It may include ground rules for conducting meetings, working together as
a team, and how to overcome conflict.

The major emphasis is on board duties and responsibilities. Board members
will learn about the resident management program: what it is, and how it
works, The board will learn how to set policy and provide oversight (that
is, making sure staff follows board policy). The board will learn the
difference between policy it is responsible for, and day to day operations
which are the responsibility of staff.

The board is ultimately responsible for making sure that Federal rules and
regulations are followed. Board members will need to know what are
eligible and ineligible activities, and what procurement procedures must be
followed. The board should also discuss and develop a code of ethics for
board members which states clearly principles about conflict of interest.

The initial training will take from one to two years. The board may
continue to have training after that. The board and the public housing
management specialist will review the results of training and decide what
further training is needed at the end of the first year.

A second training program will be needed for the paid staff. This training
teaches skills needed for carrying out specific housing management tasks.
For example, the maintenance staff can learn how to fix faucets or replace
doors and locks. The housing authority’s maintenance supervisors can help
in this type of skills training.

Another way staff can continue to learn and improve their skills is through
on-the-job training. Each staff position should have training opportunities.
Once the staff person masters the position, he or she can be ready for
promotion within the RMC to the next level.

Le Claire Courts in Chicago uses a unique on-the-job training system called
"dual management." Housing authority staff work side-by-side with RMC
"interns” for up to a year. The housing authority staff teach the RMC staff
housing management functions. This approach works where the RMC and
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the housing authority have a cooperative relationship.

Training should provide needed skills to all levels of RMC employees,
whether manager or custodian. All supervisory personnel will need a
knowledge of general management concepts. Specialized training, such as
budgeting, purchasing, maintenance, and personnel work should be available
to those in these positions.

Training of security personnel is an especially sensitive area. This training
may be done in cooperation with the housing authority security staff and
local police or private security firms.

For training assistance, the RMC can get help from the housing authority
as well as outside sources, for example the state labor department or local
unions will know of resources for craft training.

Once the training programs for the RMC board and staff are set up, the
RMC can think about training for establishing resident-oriented businesses
(such as a painting company or child care) to provide needed services.
Later, the RMC may wish to organize about homeownership opportunities.

Resources for Training

Each community has many training resources. The RMC Director and the
public housing management specialist need to find these resources. RMC
Director Irene Johnson at the Le Claire Courts in Chicago found that
valuable community resources do exist but must be pursued. The potential
sources listed below are examples of community training resources:

- Use the HUD technical assistance grant to get started,

- Seek Comprehensive Improvement Assistance Program (CIAP)
funds from the PHA and make training a part of the management
improvement program; also consider use of operating funds or
Section 8 reserve funds,

- "Piggyback" on housing authority training by sending RMC staff
to housing authority training programs,

- Pursue local Community Development Block Grant funds,
- Contact technical training schools and community colleges,

- Review available craft union training programs,
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- Contact the Small Business Administration about training programs,

- Contact foundations, private corporations, and local businesses for
help in training and possible grants,

- Request training help from local service clubs or professional
organizations,

- After the RMC is functioning, budget for continued training.

2.6 Forming the Resident Man men ration

The Resident Council must form a Resident Management Corporation if
1t wishes to enter into a housing management contract with the housing
authority. HUD regulations require the housing authority to be supportive
of tenant interest in forming a Resident Management Corporation. There
should be a continuing dialogue between residents and the housing
authority as the RMC is set up. The goal is to have a cooperative, working
relationship between the RMC and the housing authority. The public
housing management specialist and the HUD Resident Initiatives
Coordinator can provide guidance and information about HUD
requirements.

The HUD Requirements

HUD requirements for a Resident Management Corporation include the
following:

- The RMC incorporate as a non-profit corporation,
- The RMC have a democratically elected board of Directors,

- Voting members of the board are residents of the housing
development served.

If there are several existing Resident Councils, a single Resident
Management Corporation may serve the Resident Councils. However, the
Resident Councils must approve setting up the RMC. In many cases, the
Resident Management Corporation and the Resident Council are one and
the same.
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Requirements for incorporation differ somewhat from state to state. The
Resident Council should get legal help in incorporating the RMC. The
public housing management specialist or legal counsel for the housing -
authority can help the RMC apply for non-profit status with the Internal
Revenue Service, The RMC should file an application for what is known
as a 501 (c)3 organization (i.e. non-profit).

RMC requirements are found in the Code of Federal Regulations, 24 CFR
Part 964, (See Appendix).

The RMC Board of Directors

The board of directors is a major key to a successful RMC. Voting board
members must be residents of the development. The board may have non-
voting members who are from Iocal government Or community
organizations who are not residents. For example, the Bromley-Heath
RMC in Boston has added appointive, non-voting members to bring special
expertise to the board. Le Claire Courts RMC has an advisory board
which helps the RMC.

The election process is very important. Elections must be held at least
every three years and must be free and open with full resident
participation encouraged. The Jersey City RMCs use local Board of
Elections voting machines placed in the lobby of the buildings. The annual
secret ballot election at Bromley-Heath is conducted by the League of
Women Voters, with a 70% voter turnout.

T "H‘-; -




The board sets the policies for the RMC and selects a manager capable of
carrying out the policies. The basic operating plan, with its goals and
objectives, is established by the board. The board should evaluate how
well the goals and objectives are being met and provide new direction to
the manager as appropriate. The annual budget and its periodic review is
another way for the board to know how well the RMC functions.

The board should be large enough to represent each development and the
interests of the residents within them. However, the board should not be
so large that it is difficult to get agreement on key issues. Cochran
Gardens RMC in St. Louis has only five board members. A board of
eight to twelve is a good working group. If the board is very large, it will
be more difficult to get consensus on issues. Large boards often have an
executive committee of four to six members who may act for the board
between meetings. Their actions are reported and reviewed at the next full
board meeting.

The board should set and enforce meeting attendance requirements. For
example, some boards replace members if they miss more than two
consecutive meetings without a good reason. Others require an alternate
attend if 2 member has to miss a meeting.

Length of board member terms can be staggered so there is continuity on
the board. For example, the board can have three year terms with one
third of the members being changed or renewed each year.

Residents are more likely to accept policies made and explained by their
fellow neighbors who are on the RMC board. Residents should feel they
have direct representation on the RMC board. This gives the RMC and
its policies a distinct advantage over the more remote housing authority.
The board may also bring focus to basic non-housing needs of the residents
and help provide direct services to meet those needs.

iability Insuran idelity Bondin

Before the RMC may assume its management responsibilities, it must
provide "fidelity bonding" and insurance. Fidelity bonding is insurance that
protects the RMC, HUD, and the housing authority against loss, theft,
embezzlement, or fraudulent acts by the RMC employees. A more
complete statement of insurance requirements is found in a HUD Notice
titled "Insurance Requirements for Resident Management Corporations.”
(See the Appendix.)
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The RMC must have a fidelity bond covering all employees in an amount
not less than 10% of all development-related cash flow. General liability
insurance, covering bodily injury and property damage, is also required.
The housing authority’s insurer may be willing to extend coverage to the
RMC. For example, the Boston Housing Authority provides general
liability, fire, and extended coverage to the Bromley-Heath RMC.
However, if there is a high deductible, the RMC will need additional
coverage..

Insurance coverage must be selected through a competitive bidding process.
The public housing management specialist or the housing authority can
assist the RMC in this process.

State law will require Workers’ Compensation coverage. Auto liability
coverage is also required if RMC staff will be driving vehicles. Fire and
extended coverage for the housing development is the housing authority’s
responsibility. The RMC may want its own "business property” coverage
or a comprehensive policy to cover fire, theft and liability. These
insurance costs are legitimate budgeted expenses and are eligible to be
included in the management contract with the housing authority.

Developin Housing Managemen rating Plan
Why a Housing Management Operating Plan?

‘The RMC is not an end in itself. Mildred Hailey of Bromley-Heath calls
the RMC a "tool" to achieve resident goals. To reach its goals, the RMC
needs a written plan that will serve as a guide to the activities and actions
of the RMC. Without a Housing Management Operating Plan, it is too
easy to get distracted by worthy proposals that come to the board, but are
not aimed at the board’s goals. The plan provides a focus for the RMC.

Plan Contents

The basic goals are set by the RMC board. These might be “reducing
crime and drugs' or "improving the appearance of the development” or
"creating jobs for residents.”

Each goal will have specific objectives. An objective is like a target. For
example, an objective might be "to hire and train four residents as building
custodians within six months." Now this is an objective that the board can
clearly tell whether it is reached. At mid year the board can review the
Operating Plan and ask, "Did we meet the custodian objective of hiring
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and training four residents?”

Working with the public housing management specialist, the RMC staff and
board prepare the Housing Management Operating Plan. Periodic review
of activities comparing the plan to actual performance will keep the RMC
staff "on track.”

What goes'into the Housing Management Operating Plan? This will
depend on the specific situation which each RMC faces. Table 2-1 is a
sample table of contents.
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Table 2-1

HOUSING MANAGEMENT OPERATING PLAN
(SAMPLE CONTENTS)

1.0 A statement of purposes and goals

2.0  The organizational structure - board and staff

3.0 The relationship with the housing authority

4.0  Housing management functions and objectives
Administration - budgeting, personnel, etc.
Operations - rent collection, admissions, resident issues
Security and safety of residents

Maintenance - day-to-day, preventive

5.0 Renovations - Comprehensive Improvement Assistance Program
and other funding sources

6.0  Business development and training
7.0  Supportive services

Recreation

Daycare

Education

Health care

Drug abuse counseling and services

Job training and placement
8.0 Homeownership opportunities
9.0  First year action plan

Activities

Budget

Management plan

10.0  Plan for periodic evaluation of objectives
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2.9 iating A Houysing Managemen ntr ith the Housin
Authority

The housing management contract is a legal agreement between the RMC
and the housing authority in which the RMC agrees to carry out specific
management services. To develop the contract, the RMC and the housing
authority must agree which property management functions the housing
authority will continue to do and which ones the RMC will start to do.
For example, the RMC may do day-to-day maintenance and uncomplicated
repairs, but the housing authority may do repairs which require special
skills like electrical work.

What Comes First?

Before the actual management contract is negotiated, an active Resident
Council must take all steps required in setting up an RMC as discussed
above, and be trained by a public housing management specialist. With
cooperation and assistance from the housing authority during this process,
a Housing Management Operating Plan is developed, and then a contract
is negotiated with the housing authority.

Negotiating the Contract

The RMC has two goals in negotiating the housing management contract.
The first is to meet the objectives described in the Operating Plan. The
second is to develop a good working relationship with the housing
authority. Both the RMC and the housing authority will want a contract
which satisfies each party.

The management contract is a legal, binding document that determines
which functions are done by the RMC and which ones are done by the
housing authority. Whatever the contract says, the housing authority still
has to meet its obligations to HUD. The RMC should seek independent
legal counsel to review the draft document and review the final contract
before signing it. Once the functions to be performed by the RMC and
the housing authority are defined, the budget for the development is
allocated to the RMC and the housing authority accordingly.

Contract Contents

A typical contract will address the following subjects. Those indicated by
an asterisk (*) are requirements of the contract (see 24 CFR, 964.27).
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- Identification of the properties to be managed,
- Statement of compliance with all applicable laws,*
- Statement of budget handling responsibilities,*

- Definition of other RMC and housing authority
responsibilities,

- Determination of personnel and wage matters,

Specification of required accounts and records,

- Provision for audits and program evaluations, *

- Insurance requirements,

- Conflict of interest definition and prohibition,

- Provision of office. space by the housing authority,

- Contract start and ending dates,

- Provision for use and retention of financial reserves by the RMC.*

- Provision for the PHA to review the management corporation’s
performance at least annually,*

- An agreement between the PHA and the RMC on financial
incentives, if applicable,*

- Provision that all activities will be carried out in conformance with
civil rights and anti-discrimination legislation, *

- Statement of what records must be kept by the RMC and made
available to the PHA and HUD,*

In addition, all special provisions should be included. For example, a dual
management plan used by Le Claire Court in Chicago to transfer
management functions from the housing authority to the RMC in phases
is described in its management contract.
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2,10 _Hiring the¢ RM ff
Determining Staffing Patterns

With the help of the public housing management specialist and the housing
authority if appropriate, the RMC board decides what staff positions are
needed. The staffing pattern is based on the property management and
other activities the RMC has specified in the Housing Management
Operating Plan. The staffing pattern where the RMC has agreed to collect
rents and do daily and preventive maintenance for a 300-400 unit
development might be as follows.

Example of a Staffing Pattern

RMC manager

Secretary

Housing counselor

Bookkeeper (1/2 time)
Maintenance supervisor
Custodians/maintenance workers (4)

Prepare an organization chart to show each portion and the relationships
between each position. The overall objective of the staffing pattern is to
enable the RMC to carry out the Housing Management Operating Plan.
Begin with a few staff positions; add positions as needs become apparent.

Qualification Requirements and the Hiring Process

The RMC board should adopt a personnel policy for hiring staff. (See
Section 3.7 Personnel). The first person hired by the board is the RMC
manager. This should be a qualified resident of the development. If a
board member is selected, the person will have to resign his or her
position on the board. This is to avoid a conflict of interest.

The RMC manager usually then hires staff while following the personnel
policies set by the board. Federal nondiscrimination rules must be met.
However, priority is given to residents of the development.

Have a probationary period of six months to make sure that the employee
and the position "fit". Union negotiation may be necessary, especially in
filling maintenance positions. There should be ongoing training for all
positions. Wages must meet federal standards, which usually means
meeting "prevailing wage rates," which HUD or the housing authority can
provide.
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Conflict of Interest

The RMC board should develop and adopt a statement concerning conflicts
of interest. The basic idea of a conflict of interest policy is that board
members should not receive personal or financial benefit from actions of
the board. For example, the RMC should not grant a contract to a firm
in which a board member has some participation, nor should a person be
both an employee of the RMC and a board member.

Two basic principles to follow in avoiding conflict of interest are:

- Board members should not receive RMC compensation for
board services. (They may receive reimbursement for travel
expenses while on RMC training or business, however.)

- The RMC should not employ members of the board or family
members of the board. A family member is a relative, such as a
brother or sister, or someone who lives in the same household as
the board member.

Waiver of Regulatory Requirements

The legislation that established resident management includes a clause that
allows HUD to waive regulatory requirements that "unnecessarily increase
the costs or restrict the income of a public housing project” (U.S. Housing
Act of 1937 as amended by the Housing and Community Development Act
of 1987, Section 20, (d) (1) appended). In order to obtain a waiver, a
resident management corporation or a public housing authority must make
the request to HUD. Residents who will be affected must be notified and
they must have an opportunity to comment on the proposed waiver.

The waiver of rules applies to regulations, and not to requirements that are
written into law. HUD may not waive any requirement concerning income
eligibility for public housing, protection of residents or applicants for public
housing, or rights of employees for organizing or collective bargaining.

40



3.0 HOW TO CARRY OUT PROPERTY MANAGEMENT TASKS

1 Ivi f RMC Pr rty Man ment Function

The Resident Management Corporation may contract with the housing
authority for all property management tasks, or for only some tasks.
Usually the RMC will take on those tasks it can do best because of being
on-site and in close touch with residents, and because of the skills the
RMC possesses. For example, the RMC may wish to do screening and
selection of residents, day-to-day maintenance, rent collection, and vacant
unit clean up and inspection.

The housing authority will often continue to do those tasks which it can do
best because of its experience or greater size. For example, the housing
authority may be able to get discount prices on purchases because it is a
large-volume purchaser, or it may have licensed electricians who can do
electrical repair work.

The exact housing management tasks will vary, depending on the size of
the development, the condition of the property, and other characteristics
of each development. There are basic functions, however, that are a part
of property management responsibilities. These are divided into two
categories: line and staff functions.

Line Functions

Line functions directly involve providing housing services for residents and
include:

- Resident occupancy (resident screening, rent collection, eviction),
- Resident services (including recreation and community activities),
- Security (including anti-drug programs),

- Maintenance (day-to-day, major, preventive),

- Major renovations.
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Staff Functions

Staff functions are those needed to support the line activities, and are
carried out by "office” personnel. They include:

- General management (supervision, liaison with the RMC board
and the housing authority),

- Personnel (administering the personnel policy),

- Training (may be a part of personnel),

- Financial management (budget preparation, accounting, reporting),
- Purchasing (may be a part of financial management),

- Legal (may be through contract).

2 Residen n

Resident occupancy inciudes the following activities: admissions, rent
collection, annual income verification, and evictions.

An important goal of the RMC is to have full occupancy of the
development with good tenants who like where they are living. Good
tenants take care of their apartments, pay their rent on time, and help
make the development a community.

Full occupancy is important because it means there will be more income
to keep up the development. It is also important because vacant units may
be broken into, vandalized, and be used for criminal activity eroding the
sense of secure living conditions. Furthermore, the rental income provides
the "life-blood” of the RMC. The RMC keeps certain income that exceeds
expenses. {See Chapter 3.8, Financial Management). Therefore, if the
RMC has rent-paying residents satisfied with their housing, the result is
higher income and lower expenses, with more excess earnings retained by
the RMC,

HUD has specific rules for occupancy that must be foliowed. The rules
apply to eligibility, selecting residents, determining annual income, setting
the amount of rent, utility allowances, lease provisions and terminations.
(Refer to "The Public Housing Occupancy Handbook: Admission,” August
1987, Handbook 7465.1 Rev-2; "The Public Housing Occupancy Audit
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Handbook," June 1988, Handbook 7465.2 Rev-1; "The Public and Indian
Housing Occupancy Reporting Handbook,” January 1988, Handbook
7465.3.)

The following dialogue is from a "60 Minutes" television
broadcast of November 30, 1986 in which Morley Safer
interviewed Bertha Gilkey and other residents from the
Cochran Gardens Resident Management Corporation.

Safer: How do the rules here at Cochran compare with
the housing authority’s rules.

Resident: Well, we don’t usually make rules that are
different from the housing authority’s rules. We
just make sure that we enforce ours, you see.

Safer: Why can’'t they be enforced by the housing
authority when they’re the management?

Resident: Because the tenant management is here, and
there are people doing things that you just don’t
want to live next door to. The housing authority
does not live here, and they will let them get
away with a lot of stuff.

Admissions

HUD requires a written admissions policy and procedures which are
followed fairly for all residents. The HUD requirements for public housing

apply.

- Resident income at admission cannot exceed the income limits
determined for the area by HUD.

- RMCs, like housing authorities, must follow nondiscrimination
requirements of Federal, state and local law. There can be no
discrimination because of race, color, national origin, religion,
creed, sex, age, handicap, or familial status.
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- Preference is given to families: (1) who are paying more than 50
percent of their income for housing, (2) who live in substandard
housing, or (3) who have to leave their homes involuntarily such
as families displaced by fire. It also includes a family which
leaves its home because of actual or threatened physical violence,

The RMC board should adopt a written admissions policy. Start with the
existing housing authority policy and adapt it to what fits the situation in
your development.

The RMC can set up an admissions committee to draft the policy for
board approval. The admissions committee can review applications. It
may wish to interview the applicants. If possible, the interview should be
done in the applicant’s home, especially if the application has raised some
doubts about the suitability of the applicant.

The admissions procedures should include an orientation session for the
new resident welcoming him or her to the development while making clear
what is expected. Orientation should cover the lease provisions and the
rules the RMC has developed for residents. It's a good idea to develop
a resident guide describing the groundrules and giving helpful information
such as phone numbers for the housing authority, fire, and police, and
social service offices.

When the RMC at LeClaire Courts first started enforcing standards to cut
crime and drugs, there was a higher than usual rental turnover. However,
the "get tough" approach has made the development safer and paid off in
the long run. The RMC must set the "tone” from the beginning. New
residents should understand the high standards the RMC has adopted and
agree to live up to them.
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This is another segment of the “"60 Minute” program.

Gilkey:

Safer:

Gilkey:

Safer:

Gilkey:

We didn’t just fix up Cochran. We changed the people.
We changed the thinking of the people. We sit down
with our people and we reeducate our people and we
train them how to live. We taught them how to live in
public housing, how to use the incinerator. OK, the
proper way to use it. How to dispose of their garbage...
If they're tearing out the walls, the old walls, when you
put in new walls, they're going to tear them out.

..The city still provides maintenance staff, but it’s all
overseen by the residents. That seems to make the
difference. That, and a careful screening and selection
process.

We look for people who are willing to buy in to our
concept.

When you say "buy in," you don’t mean for money?

No. I mean the standards that we have been able to
develop in Cochran. Such as, be willing to sweep their
own hall. Everybody has a certain day they have to
sweep their own hall. Be willing to look out for their
neighbor. Being willing to supervise their children.
Being willing to be a good neighbor and be a good ally
in the community.

Rent Collection

Rent coliection is a key activity in which the RMC can play a constructive
RMC staff can visit with residents who are having difficulty in
paying their rents. RMCs have found they cannot be lenient on overdue
rents. However, they can help residents budget better or direct them to
social service agencies if they are in a temporary jam.

45




RMCs may decide not to receive rent payments at their offices, but use a
bank or other financial institution to receive rent payments. This reduces
the security problem involved in handiing cash at the RMC office. The
bank will keep accurate records and provide the RMC with an accounting
of rents received. RMC staff can follow up with residents who are late.

The rent collection policy must be: (1) firm, (2) fair (apply to all equally
and consistently), and (3) known to all. As an important source of income
for the RMC, rent collection must be given high priority.

It is helpful to set up rent collection performance standards. The RMC
should not tolerate nonpayment and chronic late payment. There will be
times, however, when a resident, through some misfortune, is unable to pay
the rent. Im such cases, a standard repayment policy over a set period of
time can apply.

The Jersey City Housing Authority established rent coliection performance
standards for the Booker T. Washington RMC for rent collections. The
performance standard used is the percent of units behind in their rent by
30 days and by 60 days for all housing authority developments for the past
year. Usually the RMC keeps its percent of back rents below the target
performance standard.

Annual Income ReExamination and Unit Inspection

HUD regulations require a reexamination of resident household income
once a year. This is another function that the RMC can undertake. HUD
also requires each housing unit be inspected once a year.

Grievance Process

In enforcing rules and carrying out its management functions, the Resident
Management Corporation needs to have a grievance procedure for residents
to follow if they disagree with a particular action. The RMC must offer
residents a grievance hearing for any adverse action. The best policy is for
the RMC to establish the process before a grievance comes up so that
there is an orderly and fair process for handling such matters.

Evictions
Evictions are never pleasant but are necessary under some conditions.
Examples of lease violations that could result in eviction include: (1)

nonpayment of rent, and (2) persistent behaviors that disturb or threaten
other residents including drug related activity. Clear standards must be set
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by the RMC board and known to all residents. The RMC’s basic goal of
creating a pleasant living environment requires a willingness to evict when
necessary for the well-being of the community.

Due process must be followed when it is necessary to evict. The RMC
board should develop a policy after first consulting with the housing
authority and HUD about federal, state and local laws and regulations
regarding evictions. The RMC staff carry out the policy. RMC staff must
be trained to follow proper procedures. For example, these might include
notifying the resident in writing stating the cause of eviction. If the
problem is not resolved, the RMC staff gets the necessary court order for

eviction which is carried out by a law officer,

If the HUD field office has determined there must be a "due process”
hearing before eviction, the RMC may go directly to court for eviction of
the tenant. It does not matter whether eviction is for non-payment of rent
or for some other reason such as causing a disturbance. If the HUD field
office has not issued a due process determination, the RMC must provide
opportunity to the resident for a grievance hearing for any eviction
including non-payment of rent. For evictions, follow HUD regulations
which are available from the HUD field office or the housing authority.

A hearing before a panel made up primarily of residents can be effective
in determining whether eviction should take place.
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Another segment of the "60 Minutes" program focused on the
evictions policy.

Safer:  Once in Cochran, the main emphasis is on child control,
The whole family can be evicted if one child is
considered a menace. That is, possession of drugs, a
weapon, stealing, or just for being what used to be called
"incorrigible."

These two young men got into trouble. Bertha Gilkey
had pleaded for leniency once before. But this time the
Board of Directors seemed determined to deal out harsh
punishment. In the end, the families of both boys had
10 go.

Manager: I've counseled them. The Social Services Director
counseled them. I don’t have any more counseling
for this family. I just want this boy to know that
I will be serving termination at the end of the

month.
Resident: Both families?
Manager: Yes.
Gilkey: It can be heartbreaking. But the policy is that

you have to be responsible for the people in your
household. The only way that you can keep
Cochran a neighborhood and not a project is the
people have to be taught to be responsible,
Morley. Just because we’re poor doesn’t mean we
shouldn’t be responsible.

3.3 _Maintenance

Daily Maintenance

Daily maintenance is the most visible activity the RMC can undertake.
If done well, good maintenance can have a real impact on the daily lives
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of residents. A well maintained development has clean halls, well kent
grounds, and graffiti removed quickly. Residents will be able to see that
conditions are improving. Residents can be hired to do the daily
maintenance.  Residents can learn from on-the-job training from a
maintenance supervisor with experience.

Custodians can be trained to handle routine repairs such as a dripping
faucet. The RMC staff will need to develop a "Work Order" system where
requests are written down, put in priority order, and assigned by the
supervisor. The RMC board should set up performance standards for the
response time for work orders. For example, the amount of time for a
certain type of work order might be, "less than 24 hours." In its oversight
role, the RMC board can ask for a written report at the end of each
month of the number of work orders unfilled and the average response
time for work orders compieted.

Basic Principles of Maintenance

The following are the basic elements of an effective maintenance system.
Tasks should be performed efficiently and effectively.

1. Procedures for establishing the workload for each day.

2. Procedures for scheduling and assigning tasks, and
assigning the resources available (personnel, equipment,
supplies).

3. Procedures for supervising work activity and monitoring
performance including collecting data on the nature and
time to complete tasks and their costs.

Maintenance Requiring Special Skills

A higher skill level is required for more complicated repairs, emergency
repairs, or preparing a vacant unit for rental. Some housing authorities
have "maintenance mechanics,” a jack-of-all-trades position. A resident who
starts as a custodian can move up to this level with training,

More technical maintenance is occasionally needed that requires special
equipment or a licensed technician. The RMC has two choices. It can use
the housing authority specialists or it can use an outside contractor. The
RMC should determine which one will provide the best quality service at
a reasonable price.
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It will probably be necessary to work closely with the local unions for
agreement on job titles and pay levels. At Bromley-Heath in Boston, the
RMC worked closely with its staff and local unions to decide how to
classify positions. The Bromley-Heath maintenance workers decided to
form a separate union rather than join existing craft unions. In this way
the workers would have flexibility in the type of work they could do, and
the RMC would have to work with only one union rather than several.
Whatever the union situation, federal law requires the payment of
"prevailing wage rates” to meet requirements. HUD and the housing
authority has information on how to establish the prevailing wage rates and
will help the RMC to set up the wage standards.

Preventive Maintenance

Preventive maintenance is especially important for the long-range
well-being of the development. The budget for the development should
include an amount for preventive maintenance each year. A regular
schedule is then set up for inspection to determine the need for items like
painting, termite control, or roof repairs and gutter replacement before
major, costly damage occurs.

The housing authority can help the RMC set the schedules and estimate
costs. Alternatively, the RMC can hire its own professional assistance.

One of the responsibilities of the RMC board is to make sure the staff
prepares a Preventive Maintenance Plan. The board should review the
plan to be sure it is up to date, and is being properly followed. Preventive
maintenance is a matter of keeping things in good conditions in order to
avoid big problems in the future.

4 nts and Addition

Many public housing developments receive improvements above and
beyond daily maintenance or even the preventive maintenance. For
example, the grounds around the development may need a playground
installed, new landscaping, and a park built. The development may need
a new lobby area and new storm windows put in every apartment.
Another example is vacant units needing major renovation before they can
be occupied.
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Comprehensive Improvement Assistance Program (CIAP)

To help housing authorities fix up developments, HUD has a
Comprehensive Improvement Assistance Program (CIAP). Each year
housing authorities submit applications. HUD awards funds on a
competitive basis. There is never emough money for all the requests.
Competition for CIAP funds is severe, both among housing authorities and
between developments within a housing authority. Your development may
not get all the funds it wants. Therefore, the RMC must establish
priorities for the needed improvements.

Since it is the housing authority that prepares the CIAP application it is
essential the RMC work very closely with the housing authority. There
may be other housing developments needing CIAP funds in addition to
your development. The RMC should make sure it gets an opportunity for
a fair share of the funds by its participation in the preparation of the
CIAP application.

The RMC should make certain that residents are involved in deciding

what improvements are to be made. HUD requires resident consultation

in developing a CIAP application (See HUD Handbook, 7485.1 Revision

4, Chapter 5-1.) The RMC can set up a CIAP Committee to get

improvement ideas. Committee members should talk with residents to get

their views. Another way to get resident input is to survey all households -
in the development.
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Setting Priorities

With so many ideas for improvement, it will be necessary to rank the list
of improvements. The RMC will need a qualified housing professional to -
inspect the buildings. The housing authority may have on its staff an
architect, an engineer, or a certified housing management specialist. These
specialists can prepare a list of needed improvements. Alternatively, the
RMC may wish to hire its own expert to inspect the building. The
following are suggested guidelines to help prioritize building improvements.

First Priority: Code violations which are an immediate threat to
resident health or safety and require emergency action,
This includes housing where tests indicate children have
elevated blood lead levels because of lead-based paints.
Other include missing railings or smoke-detectors, fire
hazards, and blocked exit ways.

Second Priority: Physical problems which could cause structural damage
and threaten the health or safety of residents.
Examples of these include roof leaks, dry rot, serious
foundation cracks, and roof drainage problems.

Third Priority: Unrentable units - these need to be brought back to
income-producing status as quickly as possible.
Examples of problems which might prevent unit rentals
include damaged floors or walls, and broken windows
or doors.

Fourth Priority: Cosmetic fix-ups. These can be very helpful in quickly
showing improvement is on the way and improving
morale. Examples include fresh paint, new counter tops,
and new floor finishes.

Fifth Priority: Code violations or other problems which do not appear
to endanger lives in any way. Examples of this type
of problem are noisy duct work or substandard room
dimensions,

If your housing development is old or in need of significant repair, the
Comprehensive Improvement Assistance Program will be a high priority
focus of the RMC. The housing management role of the RMC will be
easier if the development is first fixed up. There will be fewer repairs
caused by outmoded systems. Residents will be more interested in keeping
up a spruced up apartment than one that is run down.
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Eligible CIAP Management Improvement Activities

CIAP funds can be used for activities other than physical improvements.
The following management improvement and resident training functions are
eligible CIAP costs. (See HUD Handbook 7485.1 Rev.-4, Chapter 2-3.b.)

- Resident programs and services such as hiring staff to
coordinate drug education or training for a Resident Council or
RMC,

- Providing adequate security for residents and the development,
- Improving resident selection or eviction procedures,

- Helping to reach the occupancy goal of 97 percent (i.e., 3 percent
or less of the units vacant at any one time). This could include
quicker preparation of vacated units, or outreach programs to
potential residents.

- Improving rent collection procedures so that late rents do not
exceed 10 percent of monthly charges,

- Strengthening the maintenance program including daily
maintenance, responses to resident requests, and preventive
maintenance,

- Resident training related to -either physical or management
improvements at the development,

- Technical assistance to the RMC. This means the hiring of a
consultant to help the RMC can be paid for as part of the
CIAP,

- Economic development activities related to CIAP renovations.

CIAP funds may not be used for some expenses. For example, direct
social services to residents are not eligible, although a social services
coordinator can be paid for through the CIAP. Ongoing expenses of the
RMC are not eligible. However, specific activities of the RMC may be
paid for with CIAP funds. For example, the RMC may wish to hire a
consultant to help develop resident selection and eviction procedures.
Another example, is to use CIAP funds for training for maintenance staff.
The RMC could also use CIAP funds to develop a business plan for a
company that refurbishes apartments for the housing authority. This
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company could then develop an ongoing contract with the housing
authority.

Tl nd Anti-Drug Proeram

"Public housing is not for drug pushers... Public housing is for
low-income families."

Bertha Gilkey, Chairperson, Cochran Gardens Resident
Management Corporation, St. Louis, Missouri

Introduction

Security is a major problem in many public housing developments. People
live in fear of their apartments being broken into, or being robbed when
they go out at night. For resident management to be able to work, the
development has to become safer. Residents need security.

Residents have started to work with local police and housing authorities to
make their homes safe again. One way to reduce crime is to issue
identification cards to residents and post a guard at the building entrance
at night. Other ideas include resident patrols, new security lighting, or
developing recreation for youths who might otherwise get into trouble.

Resident Management Corporations are getting tough on residents involved
in illegal activities. Resident groups develop clear rules. New residents
agree to uphold the rules. Residents are evicted if they violate the rules.

The Cochran Gardens RMC set up a program employing young people to
fix up apartments. Bertha Gilkey described how they did it. "We used
modernization money to hire kids that were breaking into the apartments,
vandalizing them, using them as dope dens. Once we renovated those
apartments, they weren’t broken into. Nobody messed with them."

Local law enforcement agencies as well as the housing authority’s security
force have major responsibilities in fighting crime and drugs. Residents
can help. It is not a matter of taking over security. It's a matter of
working together with local law enforcement agencies.
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Resident Management Corporations can develop programs for increasing
security and fighting drugs. Programs address the problem using three
different approaches: housing management, enforcement, and prevention.

Housing Management:  Resident screening procedures, swift
eviction procedures, refurbishing vacant units used by criminals.

Enforcement: Resident patrols and “crime watches,” hotlines to
report drug or criminal activity, increased police protection.

Prevention: Youth sports, teen clubs, Boys and Girls Clubs, job
training and counseling, job creation programs.

Bromley-Health Resident Management Corporation

Bromley-Heath in Boston was known as the "concrete jungle"
because of crime and drug dealing. Through the efforts of
Mildred Hailey and Milton Cole, of the Bromley-Heath Resident
Management Corporation, the crime wave was dramatically
curbed.

Bromley-Heath is a pioneer in tenant patrols. Their community
patrol uses volunteers to walk the streets and alert police about
crime. Residents also mark their valuables. For residents who
don’t want fo patrol the streets, but want to do something, the
RMC has a unique program. The Window Watch Campaign uses
volunteers who keep an eye out of their windows at assigned
times and report suspicious activity.

At first these patrols were at odds with the police. However, the
RMC and the police are now allies. Residents coordinate efforts
with the police, and they help train residents in security.

Prevention programs targeted toward youth include a sports
jamboree. Family days and cookouts encourage the residents to
meet and greet each other, and that results in an increased sense
of community. For drug addicts there are support groups as part
of a drug rehabilitation program.
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Public Housing Dreg Elimination Program

In 1989 HUD provided $8.2 million for grants to public housing agencies
to fight drugs. In 1990 there was about $100 million. Grants are made
to housing authorities which may contract with Resident Management
Corporations. This is a good opportunity for an RMC to develop a drug
and security program. HUD strongly encourages innovative programs
developed jointly by the RMC and the housing authority.

Some of the eligible activities are as follows:

Security Personnel

The housing authority or the RMC may hire security personnel such
as security officers or investigators. Some RMCs hire off-duty
narcotics officers to develop plans or carry out investigations. The
grant can also be used to pay for additional police or housing
authority security.

Resident Patrols

The grant may pay for organizing, training and equipping resident
patrols of volunteers. These costs can include uniforms or two-way
radios or other needed equipment or training.

Physical Improvements To Enhance Security

The grant is not intended for fixing up buildings. However, the
grant can be used for improvements such as installing security
lighting, bolts, locks, or security doors in a building lobby.

Innovative Approaches

If the RMC has a good idea for reducing drugs or security, it could
be eligible. These programs can include innovative ways to prevent
drug-related crime such as a recreation program, or a way of
creating jobs, or a program to make family life stronger.

How to Participate
Ask the HUD Resident Initiative Coordinator or the housing authority

about the due date and requirements for applying for a Public Housing
Drug Elimination Program grant.
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The housing authority submits the application to HUD. The RMC should
work closely with the housing authority in preparing the application. The
RMC should review the grant proposal and pass a resolution of support to
be included with the application.

If the RMC carries out activities with grant funds, there must be a written
agreement between the housing authority and the RMC. The agreement
defines specific activities the RMC will do, and includes a budget. This
can be prepared after the housing authority receives the grant.

There is also a HUD Drug Information and Strategy Clearinghouse which
provides housing officials, residents and community leaders a source of
information and assistance on drug abuse prevention and trafficking control
techniques. The Clearinghouse provides referrals, HUD regulations and
legal opinions, resource lists, and a newsletter, "Home Front”, with
innovative program ideas and announcements.  Call (800) 245-2691, or
write to P.O. Box 6424, Rockville, MD 20850.
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Kenilworth-Parkside Resident Management Corporation
Residents in Kenilworth-Parkside in Washington, D.C. decided
to fight back against the crime and drug use that gave their
development such a bad name. The Resident Management
Corporation formed in 1982 by Kimi Gray has reduced crime
by 75 percent.

The Kenilworth-Parkside Substance Abuse Program and the
Teen Council have joined efforts. They focus on family
participation, jobs, and cultural pride. The program includes
prevention, referral to treatment programs when needed, and
creating positive goals for residents.

The services include:

Drug abuse seminars for all residents

Training for all block and floor captains about drug abuse
using small group seminars

Family relationship seminars for residents
Special group sessions for women

"The Babies Project”, an education program for pre-school age
children

Programs for the elderly

Summer Youth Leadership Academy focusing on leadership
development as well as drug abuse

Two homework centers open four days a week

Weekly recreational and cultural trips
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3.6 _General Management

Selecting the Manager

The day-to-day management of the RMC is carried out by its staff. The
RMC manager is the person responsible for general management. One of
the most important tasks of the RMC board is to select the RMC manager
(or director). The board should hold the manager accountable for meeting
the goals and objectives established by the board.

The RMC board should prepare a written description of the RMC manager
position. The board should meet with the RMC manager and review the
board’s goals and objectives at the beginning of the year. At the end of the
year the board then reviews the performance of the manager and indicates
the level of satisfaction with the work he or she is doing. If there are
areas needing improvement, the board should discuss these with the
manager. Specific goals can then be set for the next year.

If the manager is not able to meet the goals and objectives, the RMC
board should review the manager’s performance more frequently., If
performance continues to be unsatisfactory, the board has the difficult, but
necessary, task of replacing the manager.

Organizations work best when the board and its manager work together in
harmony. A manager has many responsibilities, and no one is perfect.
The board should work constructively with the manager to improve
performance. The focus should always be on the resplts the board wants.
A set of performance standards for the manager helps both the board and
the manager focus on an objective set of criteria for the job.

Roles of the RMC Manager

The RMC manager’s responsibility is primarily to see that the corporation
is managed properly according to the policies the board has adopted. The
board sets policy, the staff carries out policy. The RMC manager achieves
this through staff he or she hires. Some RMC boards may wish to be
involved in the hiring process for the staff. If so, the board should discuss
the hiring process with the RMC manager to work out a mutually
agreeable approach. It is important that the board not undermine the
RMC manager.

Through an open and continual communication with RMC staff, the

manager is fully aware of how well assigned tasks are carried out. The
manager, in turn, keeps the board fully informed.
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The manager should maintain a good working relationship with the housing
authority and with HUD representatives.  Further, the managers of
successful RMCs such as the LeClaire Courts in Chicago or Bromley-
Heath in Boston nurture good relationships with outside agencies. They
get to know staff in local government agencies, private foundations, and
service clubs. Through these connections these successful RMC managers
are able to get support from these outside organizations.

It is essential the manager have adequate secretarial and bookkeeping
services. Depending on the size and complexity of the development, it
may be necessary to employ an assistant for the manager. The manager
needs to avoid getting bogged down in routine, day-to-day matters which
can take up time from doing the bigger tasks of planming, directing and
controlling the RMC staff.

Personnel

The RMC should establish written personnel policies. The RMC board
has a key role in setting the personnel policies. The RMC manager and
staff can develop the personnel policies, but it is the board that adopts and
sets the policy. The board may wish to set up a Personnel Committee to
propose the policies to the entire board and to serve as a "watchdog"
committee thereafter. The housing authority can help by providing policies
they use and HUD requirements that must be met.




The personnel policies should list the steps to follow in the hiring process.
These steps include: (1) creating and describing the positions, (2) setting
the job qualifications and levels, (3) advertising for applicants, (4) screening
or testing applicants, (5) interviewing finalists, (6) hiring on probation for
a period of time such as six months, (7) and promoting to a permanent
status upon satisfactory completion of the probation period.

The personnel policies should also cover the following:
- Provide for salary levels, with in-grade and cost-of-living increases,
- Prohibit all discrimination based on race, religion or age, but
- Give preference to qualified residents,
- Establish working hours and other conditions,
- Require a performance evaluation system,
- Define vacation and sick leave,
- Define other fringe benefits (health insurance, retirement),

- Establish sanctions, such as suspension, and when and how
applied,

- Set forth procedures to be followed in the firing process,
- Establish a grievance procedure.

Wage rates for maintenance staff should be at the local, prevailing wage
rates. The Housing Authority or the HUD RIC can provide the annual
Maintenance Rate Determination which is based on a survey of housing
authorities. RMCs may pay more than the established rate, but not less.
An exception to the rule is that RMCs may request permission from HUD
to permit resident to volunteer a portion of their labor. This may make
it possible to offer a wage rate that is acceptable to the staff person, but
within budget limits.

The RMC board should establish clear, no conflict-of-interest rules for
RMC board members and the staff, RMC employees should not be a part
of the immediate household of a board member. If board members are
selected for staff positions, they must resign from the board.

61



The RMC manager or a top-level employee should be designated as
personnel officer. In most instances, the personnel officer will have other
duties. In large RMCs with a staff over 25, the position of personnel .
officer could be full time with the responsibility for seeing that personnel
policies are properly followed. Personnel records are to be carefully
maintained, including individual personnel files. Then when a question
arises, such as earned leave time or promotion eligibility, there is a clear
record of staff service.

3.8 Financial Management

Purpose of Financial Management

Financial management means accounting, planning and management of the
funds received and disbursed by the RMC. The RMC board is responsible
for seeing there is a reliable financial management system. Board
members do not have to learn to be accountants. The job of the board
is to make sure there are good financial systems in place, review and
approve operating budgets, and review financial reports. The board also
makes sure funds are used wisely, and there is no fraud or abuse.

The board is the watchdog on finances. How does the board do this?
Remember, you need not know all the details. The board needs to know
the requirements for a good financial management system. It has to take
enough interest in the financial reporting to have an understanding of the
RMC’s finances, and as a result of its review of periodic financial reports,
know the right questions to ask.

Basic Requirements of A Financial Management

A good financial management system has the following parts.

1. Competent Staff

The RMC staff is responsible for operating the financial management
system. The Resident Management Corporation will need a trained
bookkeeper to maintain the financial records. The board may wish to hire
a certified public accountant as an advisor. The housing authority’s finance
department is also a good source of help. The housing authority staff is
already familiar with public housing accounting methods and can advise the
RMC staff on procedures and interpretations of the regulations.
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2. Internal ntrol

Internal control means procedures for safeguarding funds against fraud and
embezzlement. The most effective way to have internal controls is to
separate duties about cash. Have different people do different functions.
An ideal system separates three functions: (1) authorizing transactions, (2)
keeping books, and {(3) handling funds. When one person controls two or
more of these functions, the risk of fraud and abuse is increased. If the
RMC staff is too small to separate duties, closer board supervision is
needed.

Here is an example of how this might work. For a purchase of cleaning
supplies, the maintenance supervisor calls three suppliers and gets a low
price quote. Since he has an established budget for purchasing supplies,
he creates an order for the supplies. The original order is sent to the
supplier with copies going to the RMC, the bookkeeper, and the receiviag
clerk.

When the supplies are received, the maintenance person responsible for
receiving supplies checks the shipment to make sure that the quantities
agree with the order, notes that the goods have been received, and sends
the invoice to the bookkeeper who checks the unit prices, extensions and
discount terms, and prepares a check. The RMC bookkeeper sends the .
check, along with a copy of the authorized purchase order and the
receiving record to the RMC Manager who authorizes payment by signing
the check and forwards it to the RMC Treasurer for countersignature. The
signed check is then sent to the supplier. the transaction is posted on the
RMC’s book of accounts which are audited periodically by an accountant.

As discussed in Section 2.7, the RMC must provide fidelity bonding and
insurance. This is to protect HUD and the housing authority against loss,
theft, embezzlement, or fraud by the RMC or its employees.

B in

Budgeting is a key process in financial management. The board should
learn how the budgeting process works, and participate in the budgeting
process. The budget is simply a plan for how funds are to be spent.
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4 ntin

The RMC board must keep in touch with the income and expenses the
RMC is responsible for. The board needs to know where the RMC gets
its money and how it spends it. All financial transactions must be
recorded in the books of account. Income and expense categories set by
HUD for public housing should be used. The RMC accounting system
must be compatible with the housing aunthority’s accounting system.

nitoring Income and Expen inst the B

The RMC must live within its budget. The RMC bookkeeper should
prepare monthly reports that show the actual expenses compared with the
budgeted expenses. The board should review the reporis to determine if
the RMC activities are going according to the budget. If expenses are over
or under budget, corrective action should be taken, or the budget adjusted.

Reporting the Results of Operation

HUD requires financial reports on a regular basis. The RMC staff
prepares the reports. The board reviews and approves the reports and
sends them to the housing authority which sends the reports to HUD.

/., Obiaining an Audit

Each year the financial statements of an RMC managing a housing
development must be audited. The audit is done by a licensed, certified
public accountant selected by the RMC. The audit results are presented
in an audit report to the RMC board. The RMC board must provide
copies of the audit report to the housing authority and to HUD within 30
days of receiving it.

After receiving the audit report, HUD will notify the RMC and the
housing authority of any actions required. HUD will indicate the time
allowed to take corrective actions. HUD will also follow up to be sure the
actions are carried out.

Resources for Financial Management

Cooperation between the Resident Management Corporation and the
housing authority is essential in setting up the RMC financial management
system. HUD procedures and account categories used for public housing
financial management are the basis for RMC financial management. The
board can get advice from the housing authority financial officer or from
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its own accountant in setting up the financial management system.

HUD’s "A Guide to Financial Management for Resident Management
Corporations" explains the procedures in considerable detail. It is for RMC
and housing authority staff. There are also three public housing handbooks
that are helpful: HUD Handbook 7510.1, "Low Rent Housing Accounting
Handbook," HUD Handbook 7475.1 Rev., "The Financial Management
Handbook," and HUD Handbook 7475.13, "Performance Funding System
Handbook."

HUD Requirements for a Technical Assistance Grant

The Technical Assistance Grant (TAG) is a contract directly between HUD
and the resident group. The funds do not pass through the housing
authority. ~ The grant follows government procedures for nonprofit
corporations described in the Office of Management and Budget (OMB)
Circular A-110, "Grants and Agreements with Institutions of Higher
Education, Hospitals, and other Nonprofit Organizations." An important
companion document is OMB Circular A-122, "Cost Principles for
Nonprofit Organizations."
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Before signing a contract for the Technical Assistance Grant, HUD
requires the resident group to submit a detailed work plan and budget.
The budget is a plan. It is a recipe which shows what is to be done, and
how much money will be spent for each activity. The board should review
and approve the budget before sending it to HUD.

mpetitive Bidding Requir

Board members should be aware of the requirements for procurement.
Unless there is prior approval by HUD, open and competitive bids for any
service or purchase over 35,000 is required. For example, in hiring a
consultant as their Public Housing Management Specialist, the resident
group must use a competitive process.

A possible procedure to meet that requirement is as follows:

1. Prepare a Request For Proposal (RFP) that states the services
requested and the qualifications needed by an applicant. Define
the criteria to be used to select the consultant.

2. Advertise the Request for Proposal by sending copies to housing
consultants, and advertising in the local newspaper.

3. Review the qualifications received and interview the top
candidates. Use the written criteria set up in step 1 to rate the
candidates.

4. Select the consultant.

HUD will require reports that show the actual outlays of funds compared
to the budgeted amounts. For example, if the budget shows $35,000 for
board training, then the report will show actual payments for up to $35,000
at the end of the grant period. If the situation changes, HUD’s Resident
Initiative Coordinator should be consulted to approve a budget change.

HUD Requirements for 2 Housing Management Contract

Before contracting with the housing authority, the resident group will form
a nonprofit corporation. The Resident Management Corporation then
negotiates a contract with the housing authority. The housing authority
agrees to pay the Resident Management Corporation for the services it
performs in carrying out housing management.

The housing management contract between the housing authority and. the
RMC should spell out the duties and responsibilities of each. These should
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cover the day to day operation of the development. The contract should
also describe the time table for preparing budgets, the accounting system,
and reporting and monitoring of the RMC’s financial management
activities.

As the housing authority’s agent, the RMC must set up and maintain
complete and accurate financial records. As mentioned before, the
financial system must:

Provide an effective system of internal control,

Provide budgetary control of the RMC’s housing management
activities,

- Provide financial data needed to record transactions in the books
of account in a manner prescribed by HUD,

- Permit a timely and effective audit.

The financial management system developed during the Technical
Assistance Grant phase is used for the Housing Management Contract.

Preparing the Operating Budget

The Operating Budget is the financial plan for the next year. Before
preparing the plan both parties decide which activities the RMC will do,
and which activities the housing authority will continue to perform. This
Is a joint effort in which both the RMC and the housing authority work
together to assure both organizations reach their goals.

There are three major pieces of an Operating Budget: income, expenses,
and the HUD operating subsidy.

Estimating Development Incom
The major source of housing authority income is rent from tenants.
Smaller amounts come from the interest earned on investments and
other charges.
2 imating Dev ment Expen
Each housing management activity will have a "price tag”

Operating expenses include such items as administration, utilities,
routine maintenance (for example, cleaning the halls or cutting the
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grass) and non-routine maintenance. Capital expenses are major,
once-only items such as replacing the roof. All operating expenses
of the development are included in the budget, regardless of
whether the activity is done by the RMC or the housing authority.

Determining th ratin i

The amount of the HUD Operating Subsidy is determined by the
Performance Funding System formula. Under the Performance
Funding System, HUD sets an Allowable Expense Level (AEL) for
the development. Utility expenses (such as gas and electricity) and
auditing costs are computed separately. The Operating Subsidy is
the difference between the Allowable Expense Level plus utility and
audit costs, minus estimated operating income.

Operating Subsidy = (Allowable Expense Level + Utility Cost +
Audit Expense) less (Estimated Income)

Allowable Expense Level

The Allowable Expense Level (AEL) is important because it is figured
only once. It then determines the financial baseline used to compute the
amount of the HUD Operating Subsidy received in future years. The
Allowable Expense Level is based on the routine operating expenses of the
RMC development in the year before starting the first housing
management contract. (This applies to all contracts after October 1988).

To establish the Allowable Expense Level, the RMC and the housing
authority’s accountants need to review each expense item. They decide an
appropriate amount to assign to the RMC development. Some expenses
are directly assigned. For example, the salaries of the maintenance staff
of the RMC development is 100% an expense to the development.

Some expenses are assigned to the RMC development on a percentage
basis. For example, suppose the RMC development has one-tenth of the
total number of public housing units in the community, and the units are
similar in age and condition. Then 10 percent of costs for the housing
authority’s central office overhead might be assigned to the RMC
development.

The Annual Operating Subsidy for the RMC development is a very
important figure. It is a key part of the budget submitted to the housing
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authority and HUD. Once set for the year, HUD will not increase the
operating subsidy. The RMC has to manage its finances wisely and live
within its budget. Better yet, the RMC should strive to increase income
and reduce expenses and come up with a net operating surplus. The RMC
gets to keep any net operating surplus. This is the reward for doing
property management well.

The Operating Budget (form HUD-52564, Operating Budget) is prepared
using the same procedures the housing authority has always used. The
RMC manager together with the RMC staff will prepare the budget. The
RMC staff and the housing authority staff will need some working sessions
to develop the budget. The RMC board reviews and approves the budget.

The President of the RMC board and the Executive Director of the
housing authority then sign form HUD-52564, Operatmg Budget. The
RMC board formally adopts a resolution approving the budget. The
housing authority board adopts a similar resolution. The budget must be
submitted by the housing authority to HUD as it does with the housing
authority budget.

Excess Income

A key idea about public housing financing that the RMC board needs to .
understand is this.

The details of how this incentive works and the amount provided to the
RMC are contained in the new HUD guide, "A Guide to Financial
Management for Resident Management Corporations.”
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Income From Sources Other Than Housing Management

Resident Management Corporations can have income from activities other
than the contract with the housing authority. The RMC may have
businesses. It may receive funds from private foundations, from other
Federal programs, or from the City. The RMC may participate in Federal
day care programs and receive funds from there.

The RMC must keep all accounting records, cash and investment accounts
for the housing management separate from any other funds or enterprises.
Funds from other sources should be kept in separate bank accounts. The
financial management system developed for housing management can be
adapted to provide financial control over these other activities.

The bank or financial institution used by the RMC must be insured by the
Federal Deposit Insurance Corporation.

Summary
As a board member, here are some important points to remember,
1. The RMC board is a watchdog on the finances of the program.

2. The board makes sure a financial management Ssystem is
developed and implemented by the staff.

3. The board sets financial policy, and participates actively in the
budgeting process.

4. Yearly an independent audit is done by an accountant selected by
the RMC.
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3.9 Purchasing

The government has procedures for purchasing which the RMC must
follow. The purpose of these procedures is to make sure purchases are for
the lowest price. The rules also guard against favoritism. The RMC will
need to purchase supplies, equipment and services. These purchases must
be accomplished in an orderly and efficient manner. Purchasing rules are
found in HUD Handbook 7460.8, Procurement Handbook for Public
Housing Agencies, and HUD Memorandum for Regional Administrators -
Regional Housing Commissioners of July 21, 1989, "Public Housing
Resident Management Procurement Policies". OMB (Office of
Management and Budget) Circular A-110 has requirements to be followed
by the RMC as a non-profit grant recipient. For example, contracts in
excess of $5,000 cannot be awarded to single bidders without sponsoring
agency (HUD) approval.

The RMC staff should prepare a purchasing policy for RMC board
approval. The objectives of the policy are to set up a purchasing program
that assures honesty and products or services that meet the RMC's needs
at a reasonable cost. The policy should follow federal rules for purchasing.




Purchasing Methods

It may be easiest and most efficient to use the purchasing procedures
already in use by the housing authority. RMC staff can be trained in
purchasing procedures by housing authority staff.

The first step in purchasing products or services is to prepare specifications
of what is needed. For example, when buying cleaning supplies, the
specification are: the type of cleaner, the brand name, and the size of the
container. "3 gallons of #5 cleaner by Brandname."

The specifications for the Housing Management Specialist will be more
detailed as will be the specifications for fixing up run-down apartments, or
installing a new roof.

There are at least three types of purchasing procedures: (1) small
purchase procedures for low cost items, (2) general purchase agreements
with regular suppliers, and (3) competitive bids for infrequently purchased
tems or services.

mall Purch

A petty cash system can be used for occasional, small purchases up to a
set amount ($50 or $100). The board can authorize such an account and
replenish it when it is depleted. Usually only one or two employees are
authorized to use the fund.

neral Purch reemen

For most regularly used office or maintenance supplies, a General Purchase
Agreement is practical. The RMC negotiates a contract with several
suppliers such as hardware stores, building materials stores, or office supply
stores. The contract should provide a discount price for items purchased
under an "open-ended” purchase order. The store bills the RMC monthly.

Competitive Bidding

In competitive bidding the RMC advertises for goods or services and
selects from the bids received. A Request For Proposals (RFP) is
prepared which describes the services needed. The RFP is sent to likely
providers and advertised in the local newspaper and/or the Commerce
Business Daily or other national newspapers. The RMC reviews the
proposals and usually interviews the three best proposers. The RMC may
wish 10 negotiate with the finalist concerning the extent and quality of
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service, as well as cost. This method may be ideal for selecting
professional services, such as the Housing Management Specialist, or
architecture, engineering or data processing. The basis for evaluating
proposals should be established beforehand and closely followed.

When large item, firm, fix-price contracts are involved (e.g., construction
or rehabilitation), the formal advertising method is most appropriate.
Detailed, carefully drawn specifications may be required and these can be
made available separately to prospective bidders responding to the
advertisement. Sealed bids should be required and opened at a previously
specified time. The low bid need not be selected if it is not responsive to
all elements of the specifications. In some cases, the RMC may wish to
reject all bids received and review all aspects before rebidding.

For purchases that are not large enough to warrant the competitive bidding
process, another small purchase proceedure is "reasonable solicitation”.
This involves three or more letters or telephone requests (carefully
recorded) for bids. The board should set dollar limits for this use and
should provide for its regular monitoring.

For large items such as replacement stoves or refrigerators, the HUD
consolidated supply program (CSP) can be used through the housing
authority. The CSP permits purchases directly from the supplier at prices
that have been established. Since this is a national program, the prices are
generally more favorable than local "bargains." However, a comparison of
CSP versus local prices should be made.

The purchasing option that is used should be based on board policy. The

manager, or designated employee, should supervise the purchase process
and make certain that careful records are maintained.
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Legal i

The Resident Council will need legal help to set up the Rnesident
Management Corporation. The RMC must follow state laws as well as
HUD regulations. The RMC will also negotiate contracts. It will have
to follow the regulations of the Internal Revenue Service.

The Housing Management Specialist can guide the RMC through most of
these requirements. To avoid potentially harmful mistakes or omissions,
however, it is wise to have an experienced legal counsel to make certain
that legal requirements are met.

In the early stages of forming the RMC, the legal counsel for the housing
authority can provide valuable guidance. As the RMC actually gets
underway, the RMC will need its own legal advisor. This is particularly
true when the RMC negotiates a contract with the housing authority. It
1s a conflict of interest for the housing authority attorney to advise both
sides in a contract negotiation.

As with the procurement of other services, the hiring of an attorney should
be done competitively. Prepare a Statement of Qualifications, send it to
attorneys who are known to be qualified in this area of law, and ask for
the submission of qualifications. The housing authority attorney may be
able to recommend attorneys familiar with housing issues and HUD rules.
Other sources for recommendations are the HUD Area or Regional
Counsel or the local Bar Association.

The RMC will need legal advice from time to time. For example, the
RMC attorney should review contracts before they are signed. Should the
RMC decide to undertake ownership of the deveiopment, legal advice must
be used.

Since legal advice is a continuing, but usually not a full-time need, the
RMC may wish to have an attorney available on a modest retainer. The
RMC should explore with the Bar Association and Jocal legal firms the
availability of “pro bono" or free service -- at least for some routine
activities,
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4.0 HOW TO DEVELOP SUPPORTIVE SERVICES PROGRAMS

4.1 Why Dev rti 1

Many resident groups get started because there is a pressing need for
services like day care, health clinic, job training, recreation programs for
youth, and drug counseling. At Bromley-Heath in Boston, residents first
organized to start a health clinic. They also set up a community center
and special tutoring programs for the community’s youngsters.

Kimi Gray explains how the Kenilworth-Parkside RMC in Washington,
D.C. responded to health care needs.

"We found a lot of our children were undernourished.
A lot of parents weren’t going to get prenatal care. A
lot of them weren't being seen by doctors at all. We
had a lot of venereal disease on our property, and
people were not taken care of. So we set up our own
health center.

We have a physician that provides basic health care
and services to residents of the community. He
conducts physicals, prescribes medicines and makes
referrals, handles minor complaints and supervises a
senior citizens exercise program. He also does home
visits. That is something that doesn’t take place in a
public housing development, and my senior citizens love
him to death.”

There is another reason to develop social service programs. For the RMC
to be effective it needs the support of residents. The best way to develop
solid support is to provide services people really need. A specific need, like
a day care center, can be a way to rally residents.

4.2 Role of the Resident Management Corporation

Supportive services have never received much funding from housing
authorities or HUD. Public housing started as a housing program, and
most of the funds are used to either build housing, modernize the older
developments, or provide an annual operating subsidy. Housing authorities
and HUD have extremely limited funds for supportive services. Housing
authorities have provided limited recreation programs and resident
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participation programs.

However, public housing resident groups have been able to get funds from
other sources such as other federal programs, state and local government,
foundations and other private sources for needed supportive services.
Being a community-based organization, the RMC is in a good position to
apply for such programs. A useful role for the RMC is to be a facilitator
to get supportive service programs located in or to serve the public housing
development. The RMC may wish to hire a grant writer to search for
grants and write applications for the RMC.

The RMC can be an advocate to get social service agencies t0 provide
services to the development. In one housing development, residents were
able to get a food stamp office on site. Residents previously had to make
a long bus ride to the food stamp office, and sometimes they would get
there only to find out they did not have the proper information and
documents. The residents were able to get the on-site office because they
were organized, identified a problem, and then went to the agency and
asked for the office.

While the Technical Assistance Grant may not be used for providing direct
supportive services, funds from the grant can be used to conduct a needs
assessment, plan for supportive services, and develop supportive services
programs.,
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Supportive Service Needs Assessment

An important step in providing the right supportive services is to find. out
what residents need. A supportive service needs assessment is a study
which will identify these needs. Funds from the Technical Assistance
Grant may be used to hire a consultant to prepare a needs assessment.
RMC Board members can help in the study by talking to residents to find
out what they want. The RMC may wish to conduct a survey of residents.

The needs assessment should first describe present services. Next resident
needs should be described based on a survey, interviews with residents, and
recommendations of social workers who know the development. Finally
the needs assessment should recommend what programs would meet the
needs of residents.

4.3 Public Housin hil re

Day care is a very important program in most RMC developments. Day
care makes it possible for mothers and fathers to work and not worry
about where their children are. A well run day care center provides
learning opportunities for pre-schoolers. Some day care centers provide
"latch key” programs for children after school so they do not have to be
home alone or in the streets.

If the development does not already have day care, the RMC should
consider starting one. The needs assessment will show whether this is a
concern of residents. If there are many children in the development, and
few day care programs in the neighborhood, a day care program is
probably needed.

Funding Day Care

One of the problems RMCs have in providing day care is funding to run
the programs. HUD awarded $5 million in fiscal year (FY) 1988, $5
million in FY 1989, and $4.7 million in FY 1990 to non profit organizations
to establish child care facilities in or near public and Indian housing
developments. Child care can also be provided in a family’s apartment.
Child care grants are authorized by the Housing and Community
Development Act of 1987.

The grants are part of the HUD Child Care Demonstration Program to

enable the parents or guardians of young children to seek, retain, or train
for employment. The demonstration is intended to test whether the
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availability of child care services facilitates employment opportunities.
HUD day care funds can be used for a variety of start-up costs including
minor renovation and operating expenses. Successful grantees were able |
to demonstrate the ability to sustain the facility after the demonstration
phase by commitments from public and private resources. These might
include in-kind services, fund raising, job training, or other self-sufficiency
programs for public and Indian housing residents.

These programs are not merely custodial, baby sitting care. They are
innovative, well-rounded programs that employ trained professionals and
involve, to the extent practicable, employment opportunities for both
parents and elderly resident of the public and Indian housing developments.
In some locations, child care grantees provide referral and other supportive
services and activities that are an integral part of the child care program.
RMCs that are not currently participating in the child care demonstration
program, may consider establishing a facility on-site or near a development
based on resident needs. Possible public or private resources are:

- Health and Human Services, Title XX Program,

- Health and Human Services Head Start Bureau,

- Job Training Partnership Act funds,

- State Welfare Reform Programs,

- Local non-profit and religious organizations,

- Loca! foundations,

- Housing authority,

- Department of Agriculture meals program for lunches.
HUD encourages housing authorities to provide space for the day care
center in their developments. This might be an activity room, or several
ground floor apartments joined together. If there is no space available in
the development, the day care center should be within walking distance.
The staff for the day care program should include residents from the
development. HUD encourages using elderly residents also. The staff will

need training. Contact the local community college, or get help from
experienced day care centers in the community. Information about this
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program is available from the HUD Resident Initiatives Coordinator.

4.4 Training and Employmen

Good jobs are another need of residents. There are four areas where the
RMC can help residents with receive job training or to get jobs.

Employment with the RMC

There are a number of jobs to be filled in housing management. Some of
these include office positions (secretary, bookkeeper), building maintenance,
and repairs. Whenever possible, these jobs should be filled with residents
of the public housing development.

Employment in Repair Work in the Development

When major repairs are made at the housing development, the RMC
should encourage the housing authority and the contractor to use residents
in its work force whenever possible. This is a requirement of Section 3 of
the Housing Act of 1968 when modernization work exceeds $500,000. For
any construction-related contract over $10,000, the contractor must
document affirmative actions to ensure equal employment opportunity.
Housing authorities are required to provide every feasible opportunity for
minority business enterprises to participate in bidding for modernization
work.

Employment in Supportive Services

Each supportive service program needs staff. Whenever the RMC starts a
supportive service program, jobs should be created for residents. If the job
requires special skills and outsiders are hired, trainee positions should be
created so that residents can learn the skills needed to staff the programs
in the development.

Training for Employment

The RMC can work with the local Private Industry Council to get residents
connected to federally-funded job traiming programs in the community.
Private Industry Councils provide pre-employment training, help in looking
for a job, and financial assistance to employers who employ eligible
trainees. The PIC can be an important resource for the RMC.
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45 M 1 Health i

RMCs have also set up mental health programs, At Kenilworth-Parkside
the RMC realized a number of residents were clients of the Community
Mental Health Center and were having difficulty in independent living. "So
we went out and got a psychiatrist who works on our property five days
a week, and does home visits according to those we refer him to. Then we
do follow-ups to make sure that he and his staff are actually doing this."

4,6 Recreation

In St. Louis the Cochran Gardens RMC involved youth in planning the
Malcolm X Community Center. Now there are athletic events, talent shows,
field trips, and a gymnasium with boxing facilities. In Jersey City the
housing authority sponsors an Anti-Drug Summer Olympics Day with more
than 1,000 residents participating. This is the finale of a recreation prograni
for children in basketball, volleyball, baseball, and track.

4.7 Elder] i

Some public housing developments have many elderly residents who need
special services. These include Meals-on-Wheels, recreation programs, adult
day care, health services, visiting nurses program, transportation and
homemaker services. A first step in providing elderly services may be to
do a needs assessment to determine what are the support service needs of
the elderly in the development, and which needs are not being met.
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5.0 HOW TO DEVELOP BUSINESSES

1 . Why Develop Busin ?

With all the challenge of mastering housing management, one might ask,
"Why should the RMC develop businesses?" The reason is resident
management is not just to make housing more livable, It is also a program
to help people improve their lives. A key is a good paying job. By
developing businesses, a RMC can create jobs for residents. The RMC can
own the businesses and earn income to expand its programs. At Cochran
Gardens in St. Louis, economic development has been the major focus of
the RMC. Residents can learn to run their own businesses.

"We know that home owrnership opportunities are most
achievable where residents have access to good paying
jobs and job training. That's why an important --
indeed basic -- part of resident management-housing
authority partnerships should involve the creation of
new business opportunities. You have already
demonstrated an entrepreneurial spirit through the
creation of resident management maintenance crews,
food stores, and day care centers... You have helped
give public housing residents the opportunity to work
again, and achieve dignity and hope for the future.”

Jack Kemp, Secretary
Department of Housing and Urban Development

There are at least three good reasons why the RMC should consider
developing businesses. First, the businesses will provide needed services
for the housing development. For example, a small grocery store operated
by residents in the housing development will be a real convenience for
residents. Second, the businesses will provide jobs. Third, the businesses
will generate income for the RMC which can then develop other programs.

There are opportunities waiting to be developed. Kimi Gray, the
Chairperson of the Kenilworth-Parkside RMC in Washington, D.C. talked
about creating a business in their development.

"One of our residents was unemployed, and he had too
much pride to go on public welfare, and he also had
a good skill. He knew how to make storm doors and
storm  windows. He had worked for Supreme
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Aluminum for 15 years. After being fired for being
late, he drew unemployment comtpensation.

He and | were talking one day. He said, "Miss K imi,
! really have something to offer this community.” |
said, You are right. You do. We are going to
renovate that old, abandoned laundry room so you can
go into business.’

We now call it the Screen Door Shop. This operation
repairs and replaces screen doors for the apartments of
residents in the community. Staffed by two residents,
it provides training for youth in the development. It
operates from April to October. Then after October,
he comes on our payroll.  So he will never be
unemployed again. The money he generates from
replacing and repairing storm doors represents enough
funds to put him on the pa yroll for the entire winter.”

2T f Busin

There are many opportunities for business development by the RMC. It
takes some imagination to see these opportunities and turn them into
businesses. Three types of opportunities are: (1) businesses related to
housing management, (2) businesses that serve resident needs, and (3)
businesses that serve a wider market outside the housing development.

Businesses Related to Housing Management

The housing development itself is a place to start when thinking about
forming a new business. The Screen Door Shop at Kenilworth-Parkside is
one example of turning a housing management need into a business.

Another example is lawn care. At one development the housing authority
agreed to pay a resident to mow the lawns. The authority also helped him
buy the grass cutter he needed. Once he had experience and equipment,
he got contracts with commercial buildings and developed his own business.

Another opportunity is renovating vacant units in housing authority
buildings. This is more complicated than day-to-day maintenance, and
requires skills in carpentry, plumbing, and electricity. A renovation
company, once it gets experience with the housing authority, can seek
contracts with private housing management companies.

82



Businesses to Serve Resident Needs

From a business perspective, the housing development is a "market” with
needs. As the saying goes, "find a need and fill it.” RMCs have been
successful in starting businesses that provide services which residents want
and need. These include grocery stores, laundromats, beauty parlors and
barber shops, thrift shops, and cotfee shops.

Catering is a business that can serve day care and elderly programs.
Kenilworth-Parkside operates a catering business that serves federal and
local agencies as well as individuals and foundations. It 1s operated by
residents.

Kimi Gray of Kenilworth-Parkside in Washington, D.C. described how they
formed businesses.

"We have a thrift store. We have taken all donations
and have turned those donations into a thrift store that
hires our residents. Those persons sort through the
clothes, and what is worth buying, they hang, and what
is not, they discard. But we never refuse anything.

Since starting our thrift store, we have staffed two
residents that were previously unemployed. One was an
alcoholic. Now he is rehabilitated, works every day,
and serves us very well in our thrift store.

We have a carry out shop that we call our snack bar,
which also staffs two residents. The carry out provides
hot and cold sandwiches, breakfasts, lunches and
evening snacks for purchase by residents of the
community. It operates five days a week from 10:00
am to 7:00 pm, and the residents completely staff it.
They manage it. They order the supplies, the entire
nine yards, and they love it.

We have our own co-op supermarket because in
Kentlworth, after the riots, the Safeway was burned
down. That was our only way of getting fresh produce
every day.

We have our own barber shop because we all like to
look beautiful. If you look beautiful, you feel
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beautiful. It is staffed by two residents that are
licensed. One has a master barber’s license, and the
young lady is a graduate of a cosmetology school. The
beauty parlor started in 1983. Since then we have had
several students that have been encouraged to go to
cosmetology school and complete the course.”

Businesses that Serve a Wider Market

Once a business has started that serves the public housing development and
gets experience, it can look to a wider market. For example, a painting
company, a landscaping business, or catering firm can market its services
in other parts of the city.

The Cochran Gardens RMC in St. Louis has gone beyond housing
management into housing development. The RMC has built 790 units of
housing in a joint venture with McCormack, Baron and Associates.

ing Busin

The Public Housing Management Specialist can help the RMC in
identifying resources necessary for planning its business development
strategy. During the training and planning period, the resident group can
develop ideas for new businesses and social services.

There are many community resources to help the RMC and staff in
business development. A very good resource is the Small Business
Development_Center. These centers, supported by the Small Business
Administration, provide consulting help in business planning, marketing, and
management. An example of using local resources is in Greenville, South
Carolina. The Greenville Technical Coliege provided a special course,
"How To Start A Small Business" for public housing residents.

Before starting a new business, it is best to do a business plan. It may be
only a few pages, but a written business plan will help the business get off
on the right foot. The following is a sample table of contents.
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Business Plan Table of Contents
1.0 The Concept
2.0 Objectives
3.0 Market Analysis
4.0 Operations
5.0 Marketing
6.0 Organization and People
7.0 Financial Analysis and Projections
8.0 Ownership

Adapted from 'Entrepreneuring” by Steven C. Brandt, New
American Library, 1983.

4 le of the RMC in Busin Developmen

The RMC as a non-profit organization can set up businesses to provide
income. The income from the business (after expenses are deducted) flows
to the RMC. Such businesses are under the control of the RMC.
Advantages of this approach are that the RMC can control the business
activities, income flows to the RMC, and the RMC creates jobs. A
number of RMCs use the small business income to fund social service
programs for residents.

A different approach is for the RMC staff or consultants to train and
coach residents in starting businesses. Here, the businesses will be owned
and controlled by the persons who start them. Advantages of this
approach are the individuals can develop their own businesses and become
independent. Also, the owners can focus on the business and not be
diverted by other RMC activities.

Under the HUD Technical Assistance Grant, funds can be used to start
businesses. For example, funds can be used to hire a consuitant to prepare
a business plan. The RMC can also have a market study prepared.
Technical Assistance Grant funds can not be used for operating capital: for
a new business. Nor can the funds be used to purchase capital equipment
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such as a truck or kitchen equipment for a snack bar,

These restrictions do not apply to funds the RMC "earns" through its
Property management contract with the housing authority.  Any net
operating income surplus can be used by the RMC to start businesses. The
RMC can use funds from other sources for business development. For
example, the RMC could submit a grant application to a local foundation
or apply for Federal funds under other programs.

The RMC can play an important role in making sure that the housing
authority regulations do not block legitimate business activity. Most
housing authority leases have a rule that prevents residents from operating
businesses in their homes. There are good reasons for this rule.
Businesses can cause nuisances because of noise, odor, or deliveries.

However, some home businesses will not cause a nuisance to other
residents. For example, in Tampa, Florida, Gussie Livingston provides day
care in her apartment. The housing authority helped by renovating the
unit to meet state licensing requirements. In another case a court upheld
a resident who did typing and word processing in her apartment. Other
types of activities include book keeping, dress making, baking cakes or
limited food preparation. The RMC can work together with the housing
authority to develop sensible rules. These rules will allow some home
businesses while protecting the other residents from nuisances. HUD is
developing policies to encourage resident-owned, small businesses in public
housing developments with proper safeguards to avoid nuisance to other
residents,

86



6.0 INCREASING HOMEOWNERSHIP OPPORTUNITIES

6.1 The Homeownership Concept

While homeownership is a goal for most people, it has not been possible
for most public housing residents. That is now changing. HUD has a
program where public housing residents can become owners. The road to
homeownership is not easy. However, there are rewards. Residents can
truly control their housing. They will be secure. They can pass on their
home to their children. They can sell their home if they wish to move.

The RMC homeownership concept first requires a well-functioning Resident
Management Corporation with three years of housing management
experience. After planning and approval by HUD, the housing authority
sells the development to the RMC. As soon as possible, the RMC sells
the housing to the residents.

There are safeguards in this process. Residents in the development must
be consulted. There must be public hearings. The rights of other public
housing families must be safeguarded. The housing authority must replace
the low income housing unit for unit. That way the total supply of low-
income units in the community is maintained.

6.2 _Other HUD Homeownership Programs for Public Housing
Residents

There have been earlier programs to provide homeownership for low-
income renters. Omne is Turnkey IIl, a lease-purchase program. Local
public housing authorities developed new housing and leased it to low-
income families over a 15 or 20 year period. From 1968 to 1989, 7,567
units were sold to low-income people. Contact HUD or your local housing
authority to determine the status of Turnkey IIl authorized, but unused
units for the local housing authority.

Another homeownership program, known as Section 5(h)) after the section
in the Housing Act, allows housing authorities to sell units to residents.
HUD continues to pay debt service on the original acquisition or
construction cost. A demonstration study by HUD started in 1985 used
different methods for transferring title from the housing authority to
residents. At the 15 sites in the demonstration program a total of 320
units were transferred to public housing residents by the end of 1989.
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6.3 The RMC Homeownership Program

HUD requirements for RMC homeownership are described in the Federal
Register of November 3, 1988, pages 4458 - 44561, and in "A Protocol For
Homeownership Conversion Application and Approval Under Section 21
of the United States Housing Act of 1937." RMCs considering
homeownership should discuss their interest with their Resident Initiatives
Coordinator and get these rules. This section suminarizes the key points.

Eligible Resident Management Corporation

The RMC must have at least three years of experience in which it shows
its capability to manage public housing. Three years of a successful

housing management contract with the housing authority will satisfy this
requirement.

The RMC must meet the requirements described in Section 2.6 of this
Guidebook. The RMC must be set up as a non-profit corporation, have
a democratically elected board of directors, and have voting members who
are residents of the property that is managed.

Capability to Undertake Homeownership

The RMC has to show that it has the ability to carry out the
homeownership program. Success in the housing management contract is an
important way to show this capability. The RMC should have a well
functioning financial management systemn (See Section 3.8). There should
be internal financial controls, systems for accounting and monitoring the
use of funds, and annual audits.

The finances of homeownership need to be studied carefully. A financial
study is made to show present and future income as well as expenses. The
study should determine if residents can afford homeownership. The ability
of residents to purchase their housing improves if their incomes are
increasing.

A sales price for the development will need to be set. This is done by
negotiations between the housing authority and the RMC. It may be
necessary to have an appraisal done of the property by a qualified real
estate appraiser to determine the value of the property.

The homeownership study should also identify the need for any technical

and financial help needed after ownership is transferred from the housing
authority to the RMC.
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The housing authority must use the money it receives from selling the
RMC development to build or purchase housing for low-income families.

4 le of Housi h Residen

The RMC must sell the units to the residents. The sales to residents
should start as soon as possible after the RMC accepts title to the
property. There are different ways residents can become owners. Which
method to use will depend on the type of housing development, and the
wishes of the residents. For example, the development could become a
cooperative. In this form of ownership, each family owns a share of the
development. If the family moves, it sells the shares. Some cooperatives
require the family to offer its shares to the cooperative first.

Another approach is that each family owns its own apartment as in a
condominium. A homeownership specialist can advise the RMC and
residents and help them decide which approach to use.
Units must be offered for sale in the following order:

1. Residents of the RMC housing development

2. Residents of any other housing authority development

3. Families who receive Federal housing assistance and live in the
community

4. Families on the housing authority waiting list.
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APPENDIX A

RESIDENT MANAGEMENT LAWS, REGULATIONS,
AND HUD PROGRAM MATERIALS

Introduction

The rules and procedures for the Resident Management Program are
contained in the following:

Laws which contain the legal requirements the program must follow,

Regulations which are rules that interpret the law,

Handbooks which explain the regulations in greater detail and
explain how to meet the regulations. Handbooks are intended for
use by HUD staff, housing authority staff, and RMC staff,
Handbocks are technical and lengthy. There are also Notices, and
Memorandums which give specific information about the program
and supplement the regulations and handbooks,

Guidebooks, such as this guidebook, provide further information.
Guidebooks are not as technical as handbooks. They provide general
information. '

The following is a list of HUD materials for the Resident Management
Program.

Laws

The legal authority for the program was established in the Housing Act of
1987 passed as Public Law 100-242, February 5, 1988. The law amends the
basic housing law known as the United States Housing Act of 1937 as
amended by inserting a new Section 20, "Public Housing Resident
Management." A copy of Section 20 is found at the end of this appendix.

Regulations
The regulations which provide guidance for the Resident Management

Program are found in the Code of Federal Regulations, 24 CFR Part 964.
A copy of 24 CFR 964 is found at the end of this appendix.



HUD Handbooks, Notices, Memorandums
iden n hnical istan n
The 1990 grant application procedures are contained in:

Public Housing Resident Management Technical Assistance Notice of
Funding Availability for Fiscal Year 1990: Federal Register, Vol.55, No. 39,
pages 6958 -6967.

iden men ration Insuran

"Insurance Requirements For Resident Management Corporations” HUD
Notice PIH 90-22(PHA), April 27, 1990. A copy is found at the end of
this section.

3, Qccupancy

HUD has specific rules for occupancy that must be followed. The rules
apply to selecting residents, collecting rents, and evictions. They are found
in the following HUD Handbooks.

"The Public Housing Occupancy Handbook: Admission,” August 1987,
Handbook 7465.1 Rev-2,

"The Public Housing Occupancy Audit Handbook," June 1988, Handbook
7465.2, Rev-1,

"The Public and Indian Housing Occupancy Reporting Handbook," Januvary
1988, Handbook 7465.3.)

4. Comprehensive Improvement Assistance Program
CIAP provides for major renovations in public housing. See:
"Public Housing Comprehensive Improvement Assistance Program,"

December, 1989, Handbook 7485.1 Rev.-4. Chapters 2 and 5 are included
at the end of this section.



Drug Elimination Program

Information about HUD's Public Housing Drug Elimination Program grant
is found in the following regulations:

24 CFR Part 961, Public Housing Drug Elimination Program, Final Rule,
Federal Register, Vol. 55, No. 128, pages 27598-27618.

6, Personnel Policies

HUD has extensive procedures for housing authority personnel policies.
These are contained in the following handbooks.

"Personnel Policies, Part 1." Handbook 7401.7.
"Personnel Policies, Benefits," Handbook 7401.7 Part 11

7. _Financig! Management

HUD has a guidebook specifically for financial management for Resident
Management.

"A  Guide to Financial Management for Resident Management
Corporations.” It explains the budgeting and accounting procedures in
considerable detail. It is for RMC and housing authority staff.

In addition, Resident Councils and RMCs must follow two Office of
Management and Budget Circulars.

Office of Management and Budget (OMB) Circular A-110, "Grants and
Agreements with Institutions of Higher Education, Hospitals, and other
Nonprofit Organizations."

OMB Circular A-122, "Cost Principles for Nonprofit Organizations.”
There are also three HUD public housing handbooks that are applicable:
"Low Rent Housing Accounting Handbook," Handbook 7510.1.

“The Financial Management Handbook," Handbook 7475.1REV.

"Performance Funding System Handbook,” Handbook 7475.13REV.



8, Purghasing

Purchasing rules are found in:

"Procurement Handbook for Public Housing Agencies," April 1987,
Handbook 7460.8.

HUD Memorandum for Regional Administrators - Regional Housing
Commissioners of July 21, 1989, "Public Housing Resident Management
Procurement Policies.

HUD Memorandum for Regional Administrators, Regional Housing
Commissioners of April 12, 1990, "Contracting and Pro-Active Monitoring
in the Resident Management Program" (plus attachment, HUD Jetter sent
to all Resident Management grantees).

hil r
"Public Housing Child Care Demonstration Program; Notice of Fund
Availability,” July 14, 1989, (Docket No. N-89-1943; FR-267) Federal
Register, Vol 54, No 134, pages 29840 - 29349,

Hom wnershi

HUD requirements are described in "Public Housing Homeownership;
Notice” in the Federal Register of November 3, 1988, pages 4458 -44561.

HUD Guide, "A Protocol For Homeownership Conversion Application and
Approval Under Section 21 of the United States Housing Act of 1937."



ATTACHMENTS

Section 20, United States Housing Act of 1937 as amended, "Public Housing Resident
Management."

24 CFR Part 964, "Resident Management in Public Housing," Final Rule.

HUD Notice PIH 90-22, Insurance Requirements for Resident Managment
Corporations,

General Work Plan Outline.
HUD Notice PIH 90-53, Training/Technical Assistance Guidance.

CIAP Handbook 7485.1REV4, Chapter 2. Eligible Costs; and Chapter 5.
Resident/Homebuyer Consultation and Involvement Reguirements.
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Otfice of the Assistant Secratary for
Public and Indian Houaing

24 CFR Part 964
{Docket Mo, R-33-1394; FR-2518)

Resident Managemant in Public
Housing
AQENCY: Office of the Assistant

Secrewsry for Public and Indien Housing,
HUD.

ACTION: Final rule.

SumMmARY: This rule eatablishes & new
program of resident management of
public housing. Under the program.
resident councils that represent public
housing tenants may approve the
formation of & resident management
corporation. A qualifying remdent
mEnagement corporetion mey enter :nto
@ management contract with the suplic
housing agency (PHA). establisn:ng the
respective management tights ana
responsibilities of the PHA and the
corperstion with respect to the public
housing project involved. The program
will give PHAs end resident
management corporations wide jatituge
in establishing their reapective roles and
relationships under the contract.

HUD published its proposed rule,
entitled “Tenant Management in Public
Houang” on July 5, 1683, {53 FR 25278).
This final rule implemeats section 122 of
the Housing and Community
Development Act of 1987 {42 L1.8.C,
1437r).

EFFECTIVE DATE: Under section 7{0)(3) of
. the Department of Housing and Urban
Development Act (42 U.5.C. 3535(0)(3]),
this final ruie cannot become effective
until after the first period of 30 calendar
days of continuous session of Congress
which pccurs after the date of the rule's
publication. HUD will publish s notice
of the eifective date of this rule
following exprration of the 30-sesaion-
day waitung pernod. Whether or not the
statutory waiting penod has expired.
this rule will not become effective until
HUD’s separate notice s published
announcing a specific effective date.

FOR FURTHER INFORMATION CONTACT:
Nancy 8. Chisholm, Director, Policy
Staff. Public xnd Indian Housing,
Departmen of Housing and Urban
Deveiopment. Room 4118, 451 Seventh
Street SW., Washington, DT 20410,
telephone (202) 755-6713. (This ia not &
toll free number.)

SUPPLEMENTARY INFORMATION

Overviaw

This rule implements seclion 20 of the
United States Housing Act of 1937 [the
Act). Section 20 was added by section
122 of the Houning and Community
Development Act of 1887 (Pub. 1. 100~
242, approved February 5, 1988). Section
20 establishes a new program of
resident management of public housing.
Under the program, resident counciis
that represent residents of & public
housing project or projects may approve
the formation of & resident management
corporation. A qualifying resident
management corporation may enter into
8 management cantract with the public
housing sgency (PHA) establishing the
rezpective management rights and
tresponsibilities of the PHA and the
corporation with respect to the public
bousing project involved. The program
provides PHAS and resident
management corporetions wide latitude
in establishing their respective roles and
relationships under the contrac:.

I-..sent management corperauons
mav retain any income that they
generate in excess of estimated
revenues for the project. Retawned
amounta may be used for purposes of
improving the maintenance and
operation of public housing projects,
establishing business enterprises that
employ public housing residents. or
scquiring additional dwelling unita for
lower income families.

The program contains special
provisions govemning HUT technical
assisience to resident councils and
resident management corporations;
HUD waiver of centain non-statutory
requirements for resident management
corporations and the PHA: and the
employment of public housing
manegement specialists lo heip
determine the feasibility of, end to help
establish. resident manegement
corporstions. and 1o provide training
and other duties in connection with the
daily opersations of the project

Note: A number of similar terme are used
throughaut the proposed rule snd this
preamble, such as “tenant” and “resideat”,
“tenan! menagement corporation’” and
“remdent management corporation”, “lenant
management” and “resident management”,
and “tenam organization’” and “resident
council”, These terms are nof intended to
denote different meanings. end may be used
interchangably. They mereiy reflect the
difference in terminology between the
provinions of HUD's former rules on Tenant
Ferucipation and Msnggement in 24 CFK Parnt
$64—with their ernphasia on "tenant“—and
the new section 20 of the 1937 Act—=which
unes the paruliel lerm “resident.” Generuily,
provisions implementing revised Subpart C of
this finai ruie, which incorparates section 2079
requirements, use the lerm “resident”.

& HUD's proposed rule. the
Department indicated its intention to
provide a chaice (o resident
mansgement organizations between
entering into management contracts
with PHAs under HUD's old rules (with
cettain proposed modifications) or
becoming a "Subpart D" Resident
Management Corporation. As further
discussed elsewhere in this preemble,
the Department has. in response to the
public comments, abandoned this
formuiation in fevor of a rule that
provides exclusively for resident
management contracts reflecting the
requirements of the new law. While this
change will have no adveme effect upon
any existing tenant rmanagement
contract with a8 PHA. the rule wifl
require that all new contracts.
renegotiated contrects. and contract
renewals providing for the performance
of management responsibilities by
resident management organizations
adhere to the new statutory
requirements for resident mensgement.
The propoaed rule's “Subpart D" has
been removed. and revised Subpant C
now reflects requirements applicable to
all PHA-resident management
corporation contracts entered intc afler
the effective date of this rule.

Public Commants on the Proposed Rule.

The Deparoment received 38
cornments on the rule, inciuding &
conaiderable number of inquiries and
comments from interested members of
the Congress and from other proponents
of res:dent management. Several PHAs
alac commented on the proposal. While
many oi the comments supporied
partucular features of the proposed rule,
substantal opposition was expressed in
reference to severa! points. The
Deparument has reviewed the policies
sei out in the proposed ruie in light of
the public comments and hes made &
number of changes in the rule in
response to them, as discuased below.

I Forrr ~- Resident Management

As aready noted. a number of
commenters, including the congressional
sponscrs of section 20, objected to the
proposed rule's offer of & choice to
tenan! mnnagement orgam.:.alwm
between “old styie” tenant management
under Subpart C and the statutary
program wtncluded in the 1987 Housing
and Community Deveiopment Act.
While HUD continues to believe that
section 20 poees no legel bamer to
HUD's allowing alternative forms of
resident management, the Depariment
has been convinced by the commenta
that it would be unwise to do so. As
commmenters gbserved. HUD's
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alternstive form of tenant management
arrangement would offer a convenient
refuge to PHAS who were unwilling to
give consideration to the more
comprehensive resident management
undertakings described in section 20 of
the Act. Shee the section 20 resident
Ianagement prograte is closely related
to the capecity of » resident
mzanagement corporstion to undertake
the homeownershin program provided
for in section 21 of the Act, the
Department has decided to elimmate the
poesibility of alternutive forms of
management and to require that all
future resident management contracts
adhere to the statutory model, aa
augmented by the revised Subpart G
requirements included in this rule.
Existing tenant managsment contracts
entered into under (or predating} HUD's
Part 964 s it exiated befors the
amendments made by this fina] rule will
remain valid and unaffected by the
requirernents of the pew rule. excepl
that renewsls and renegotiations of
those contracts will be subject to the
new ruie after its effective date.

i1, Duty to Contract vs Duty to Bargain

Several commenters. including
members of the Congress, strongly
argued that HUD's proposed rule failed
to follow secnon 20 by imposing oniy &
“duty to bargain” oz PHAs with
reference to entering into s contract
with resident management corporations
for the provision of management
services. Theze commenters argued that
the 1887 amendments constituted a
“duty to contrect” that HUD should
enforce in its rufe.

For the reasons set out in the
proposed ruie, HUD gyrees with the
cemreenters that the purpoae of section
20 {and its companios authority for
remdent management cotporation-
sponsored homeownership in section 21
of the Act) ia not to compel s PHA to
enter into any particular contract. but s
to afford every possible encouragement
6nd impetus to the expeditions
conclusion of agreements between
PHASs and resident managemem
corporahona. thus providing for
significant menagemrent opportunities
for tenant organizations end paving the
way for participatlon in the newiy
enacied homeownersnip program.

Accordingly, the Department has
sugmenied the “duty to bargain™
language {§ 084.29(a] of the proposed
rule—now § 980.27(a)) 10 Cnpose 8
higher standard an PHA's that are called
upon 1o segauate with resudent
managemam Corporalions wishing to
Provide macapemaw seryres The
revised rule reqmres tha PHA (o enter -
intu “goed faith negotiatioss” and to

“make every reasonable effort to come
to terms with the resident management
corporalion.” In addition, the revised
rule requires the HUD “* * * aball take
such pther actions xa are necessary to
reaoive the conilicts between the
parties. If no resolution is achieved
within 90 days from the date HUD
required the parties t¢ undertake or
resume such negatiations, HUD shall
serve notice on both parties that
administrative remedies have been
exhauated (except that. pursuant ta
mutual agreement of the parties, the
time for negot/ations may be extended
by no more than an additional 36 days).”

The Department believes that this
revision addreases the legitimate
concerna of tenant management groups
snd their supporters that aome PHAx,
skeptical about the benefits of tenant
management will summarily reject their
offer to contract. Comments calling for
binding arbitration are not, in HUD's
view, supporied by the ianguage of the
statue.

Some public comments (generally,
from PHAS) objected to the appeals
process set out in the rule on grounds
that it would be intimidating, and could
have the effect of compeiling PHAs 1o
enter into contracts. The Department
disagrees, Even so, PHA» must
recognize that section 20 of the Act
Tepresents a strong congressional
statement of support for the concept of
resident management. There is a clear
duty on the part of PHAS to give any
resident management proposal sober
and affirmative conaideration, and to
bargain in good faith with duty
constituled restdent management
corporations with the objective of
securing 8 workable and effective
contract. The final rule's appeeis
proceas and the augmented description
of PHA responsibility under the rule are
intended to be key elements in the
Department's implementation of Part
964,

Il Amtonomy of the Residen:
Management Carporatroe

The proposed roie attracted negative
comsnents on a variety of subject arens
where commenters balieved HUD was
impoaing too much FHA control over
matters nghtially left to the discretion of
the reaident ent corporstion.

In § 984.40{b) of the proposed ruls
{nrow § D6t.X1(h)) the Departnent
providad that the PHA and the resident
menagament COTPoOTation most agree in
advance upon the gualifications, msthod
of asarch, guties to bs sssigned and
method and ameunt af payment to be
offered tn the remdent tmanagement
apecalist seleciad o aasmt the
corporation o responae to the protests

of commenters who believed that the
hiring and assignment of duties of the
resident manegement specialist should
be principally the responaibility of the
restdent council, rather than a joint
venture requiring step-by-step PHA
concurrence, the Department has
modified the rula to provide that these
severnl functions sasocieted with
recruiting and retaining the management
speciaiist are the responaibility of the
resident council. The requirement of
conauitation with the PHA is retained.
but revisions in § 964.23(b) make clear
that the exaential responsibility lies with
the council.

Similiarly, conunenters objected to the
proposed rule’s giving PHAs & role in the
selection of CPAs for audit requirements
associated with resident management
operations. Here again, HUD agrees that
there is no reason why aelection of a
qualified auditor ahould not be vested in
the corporation. Section 964.55 of the
proposed rule (now § 864.43} has been
revised to provide that the CPA is to be
designated by the corporation.

Objection was alao heard frem
several quarters concemning the
requirement in the propoaed rule thai a
PHA must make & written determination
ef & resident management corporation’s
“capability” for satisfactorily
performing all management funcuons
covered by the contract. After
consideration. HUD agrees with the
commenters that this provision is
unnecessary and redundant, since the
rule clearly contemplates that PHAs and
residant management corporations will
enter into contracts only (1) after arms-
length negotigtions demgned o assure
that both perties are satisfied. and {2)
with the full knowledge on the part of
the PHA that it remains ultimately
responsible for the auccessful operation
of all its projects—including those far
which some or all management
respons:ousv has been contracted 1o the
corpore . The requirement of J
written rHA determination nas teen
emoved.

Finally, the technicai assistance that
HUD piedged to try to provide under
§ 964.58 of the proposed rule (now
§ 964.45) was to be provided “to PHAs
for the use of ' resident management
cotparations ar resident counculs. In
respanss 0 commants. the Departmeni
has revisad the rule Lo provide that. to
the extent budgst suthaniy is availeble,
HUD will provide financial axsistance
directiy 10 the mansgeniem corporations
or resident cowmihs for their use in
obtiining technical svsixtance service
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IV. Uility Cost Sovings

Many commenters noted that the
proposed rule inappropriately excluded
utility cost savings from excess
revenues. In response, the Department
has decided 10 drop § 964.49(d)(2). which
would have excluded those costs for
purposes of delermining income
genereted by a resident management
corporation. (The provision formerly
containing this exclusion is now
designated es § 964.39(d)). Operating
subsidy for a resident-managed project
will be calculated in aceordance with
Part 290, including the provision for
HUD sharing with the project of half of
any savings or costs sttributable to
changes in utility consumption.

V. Bonding Costs

A commenter suggeated that HUD
should provide front-end funding for the
costs of insurance or bonding essociated
with resident management operationa.
The proposed rule anticipated that some
resident management corporations
might have problems with the front-end
costs of purchasing a bond. and
praovided that such risk protection costa
might be included in the management
contract,

A resident management corporation is
free to negotiate a contract with a PHA
caliing for front-end payment of these
custs. but HUD sees no basts for HUD-
paid bonding. or for an across-the-board
requirement in the ruie that any entity
other than the corporation teke
responsibility for the purchase of a
bond. Section 20 envisions a resident
management corporation that “supplies
insurance and bonding or equivalent
pratection sufficient 1o the Secretary
and the public housing agency.” While
there 18 certainiy nothing wrong with
arranging for bonging as part of the
‘management conwract. the slatute clearly
depicts the bonaing duty as a duty of the
corporation—not a9 a responmbility of
HUD or a PHA.

VI Proration of Operating Subsidy

A numbver of commenters pointed out
that uniess & resident management
COrporaton & management contract
cailed for the periormance of alf
management respons;bilities exsociated
with a provect. the statutory end
regulatory provisions governing
operating subsidy #no project income
waould appear 1¢ require overpayment to
the resident management carporation,
since any retained resporsivilities by
the PHA would have no recourse to
opergting aubsidy funas.

The Department does not believe that
this interpretation is requirec by the
statute. The reguistory instructions for

determining eppropriate compensation
for management services [now set out in
§ 964,35 and § 984.39) have been
clerified to include authority on the part
of the cantracting parties—the PHA and
the corporation—to provide for
appropriate sharing of aperating subaidy
funds and other sources of income
attributable to the managed project. in
circumstances where the management
contract leaves some-part of
management respenaibility for the
project in the hands of the PHA. The
purpose of the statutery directions
contained in section 20{e}, HUD
believes. is to make clear thal the
resident menagement corporation is
entitled to share fully and fairly in the
available operating funds {or the
managed project. Clearly. only when 100
percent of project management
reaponsibility is vested in the
corporation does the law require that
100 percent of available operating funds
attributable to the project be provided
for corporation use.

Vii. Breach of Management Contract

PHAS® suggested that the rule include
a provision relating to breacn of
contract and the right to term:rate a
contragct for cause. This provision is
included in the final ruie {at
% 984.27(d}(4)). as it was 1n the proposed
rule.

VIIi. Definition of *Project”

Doubts were expressed by some PHA
commenters concerning whether
scattered site buildings were feasible for
resident management. [t was also
suggested that, at the least, resident
management corporations ought to firat
test their ahilities to manage contiguous
projects, before taking on the predicted
greater complexity of managing
scattered aites.

On balance, the Department continues
to believe that scattered site buildings
may—at least in particular
circumstances—be feasible for resident
menagement, and we have determined
to leave the definition unchanged so that
the broagest possible uruverse of
Inanagement opportunities may be
available for discussions between
particular PHA» and resident
management organizations. HUD
believes that it is sufficient to leave
these matters for negotiation. although
the Department recognizes that PHAs
may, in some instances, have legitimate
budget-reiated or other cbjections to
proposals celling for acattered site
managemeni by resident argapizations.

IX. Operoting Subsidy. Operating
Budge!. Relention of Excess Income

In addition to the several comments
associaled with operating subsidy
concemns expressed above. several
commenters found the portion of the rule
on operating subaidy confusing and
asked for clarification of issues:

The regulation addresses calculation
of the AEL in the firat year, 8 commenter
said, but was unclear about how the
calcuiation is to be made in subsequent
years. For budget years after the first
budget year under management by the
resident menagement corporation, the
AEL will be calculated as it is for all
other projects in accordance with
§ 990.105(e){5). Under this provision, the
AEL for the previous year 1a updated
each yesr by adjusting for any changes
in the project’'s housing stack with
reference to such factors as the age of
the unita, building height snd sverage
age. along with an adjustment for
inflation.

While the AEL should represent a
“normal” year of expenses. a commenltet
agreed. the term "normal” needs
definition in & manner that insures that
extraordinary expenses of a previous
year are not included. The commenter
also asked for special direction for cases
where 8 PHA does not have project-
based budgeting. or where oniy a
portion of the project is managed by the
resident management corporation.

The Deparument. as discussed earliet,
has clanfied the rule wath reference to
proration of PHA [corporation shared
management. With reference to the AFL
concerns. we have added & atatement
that al] expenditures which gre not
normai fiacal year expendilures, &s 1o
amount or as to the purpose for which
expended, are excluded.

The Department recognizes the
difficulry of developing base yesr
expenditures for a project in canes
where 8 PHA does not have project-
based budgeting. but we have not
provided specific direction for these
cases. We have ieft it up to each project
o deveiop the beat informanon 1t cen
document by the records available in
each case. The budge! which is
subrmitied for the project wall reflect ali
project expenditures and will idenufy
which expenditures are related to the
responsibilities of the RMC and which
are rejated to functions that will
continue to be periormed by the PHA.
Project revenues {rent and subsidy]
would be divided according to the
breakout of expendiiures in the budget.

Finaiiv. it was suggested thet
calculation of the AEL include
considerztion of the overhead that
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FHAs will experience in “servicing the
resident menagement corporation.”
Omission of such costs, it was argued,
would be unfair to the PHA that ia
attempting to support the resident group
in managing a project while alao
continuing to manage its overall
program. The regulstion should provide
specifically for reimbursement of PHA
expenses related to the corparation.

In respanse to these concerns, we
have clarified that the actual expenses
for the project upon which the AEL ig
based should include all project
expensen, including the project's share
of any overhenrd or centralized PHA
expenditures. To the extent that theas
public commenters were requesting
additional HUD funding to PHAs for the
costs expecied to be incurred by them in
dealing with reaident management
corporations, the Department cannot
provide funds for this purpose. HUD
does not provide additiona] funding to
PHA# for costs associated with
contracting for services. end will regard
restdent management contracts in the
88me way as it doea other contracts for
emVices.

Section 964.39(e] of the rule permits
resident management corporations to
use reteined revenues for (among other
uses) scquisition of additiona) dwelling
units for lower income families. A
ciarifying change 1s made in the final
nule stating that corporation-acquired
units will not be eligible for payment of
operating subsidy.

X. Waiver of HUD Requirements

Several commenters suggested
additional ereas in which waver of
HUD tequitements might be
considered—including. in some cases,
suggeated weiver of requirements that
section 20 explicitly prohibits. and in
other cases. waiver of particular
requirementa. based on statutory iaw.
that HUD believes cannot iegelly be
waived. In general. the Department will
stand ready 1o review patticular waiver
requests recerved in connection with
resident manegement underiakings and
will permit the weiver where 1t is tegaily
possible to do so. end where adequate
justification is provided.

Objection was made toe HUD's
interpretation of the waiver provision in
sectign 20 set out in the proposed rule.
where HUD extended the waiver to
PHAs only “1o the extent the waiver
affects the PHA's remeining
responsibilities reiating to the
corporation’s project.” HUD has
deliberetely drawo the waiver procese
provided for in Part 884 narrowiy
becsuse the Deparunent believes that
the process ts supposed to be directly
ssaociated with the condition of resident

manegement—i.e., the waiver being
requested should relate in some direct
way ta the fact that a resident-managed
project is involved. While it is true that
the statute permits walver of a
particular requirement for both the
cotporation and the FHA, HUD believes
that circumstances may exist whers the
reason given for the waiver request is
only appiicable {or is mere applicable}
to the resident-managed project than to
the PHA opetation as a whoie. We are
concermned that there may even be casen
where the necesaity of granting the
waiver across-the-board for both the
resident-managed and overall PHA
operatisns would have the effect of
forcing HUD to deny the request
altogether—even though & strong case
may have been made for waiver as it
appiied to the resident-managed project.

Accordingly, the Department haa not
altered the provision of Part 964 relating
to waiver requests. It should be
remembered, however, that Part 964 is
not the only possible source of acceas to
waiver of otherwise applicable
requirements. and nothing in this rule
prevents a PHA from requesting a
waiver under Part 999, of from coupling
such a reques! with e joint PHA/
carporation request made under Part
964. The Department will certainty have
no objection, on & proper showing, to
effording &8 PHA access to the same
privileges that it agrees to afford to a
resident management corporation
requesting a waiver—where the PHA's
case is equally compelling.

XI. Financial Management
Requirements

A few commenters suggested that jt
was inappropriate to subject resident
mansgement corporetions to the same
financia] management requirements as
are applicable to PHAs. Il was
suggested that a corporation should be
made explicitly subject to OMB
Circuiars A-110 and A-122 but not to
financia! management requirementa
made applicable ta PHAs. The
commeniter argued that even though the
corporation was an agent of the PHA, it
is in fact an independent nenprofit
corporation. and would better be made
subject to financial management
requirements normally imposed on such
entities. The Department agrees that as
subgraniees of PHAS, resident
manggement corporations should be
made subject to the requirements of A-
110 and A-122. The reguiation has been
revised to add administrative
requirements to § 964.43. The section
hax been retitled accordingly.

In addition, resident management
advogates argued that corporations
should not have those of {ts activitiea

which sre unrelated to its management
operations subjected to any audit
requirements under the rule. The audit
requircments in § 964.43 reflect the
statutory requirements in#ection
20(b)(5) of the Act, and therefore have
not been revised.

X!l Doubts about Resident
Management

Comments in this subject ares ranged
from several supporters of resident
managment who condemned the
propesed rule as excessively negative
and antiresident management. to others
who claimed that the ruie's "whole
thrust” runs counter to “"HUD's previous
espousal of professionalizing the field of
public housing management.” What the
Department is saying in the proposed
rule, this commenter exclaimed, is
"never mind professional requirement or
prerequisites~—eanyone cen be a
manager.”

It is an adequate enswer to these
general comments to say that the rule (1)
closely tracks the esaentials of section
20 of the Act: (2) continues to encourage
and promote tenant participation and
menagement of public housing as &
worthwhile goal: (3] preserves an
appropriate major role {or PHAs by
recognizing their equal status in the
compiex process of making resident
management & reality. Finzally, neither
the ruie nar the atatute on which it is
based ig silent on the subject of the need
for preserving professional requirements
associated with the management of
public housing.

A few PHASs suggested that tenant
managernent corparations be given
“abnoiute respansibility” under their
management contracts and that the
PHASs be "relieved” of any
responsibility for the managed project.
The Deparmment believes that any such
interpretation of section 20 wouid be
inappropnate and deatructive. The
siatute seeks to pravide for res:dent
management—and ultimately remident
ownership mechanisms—under the
tontracts for the petformance of
services. The corporation is to monoge &
project—-not perform as o subsidiary
PHA. As the PHA's agent. the
corporation 1s responaible to the PHA
for carmaing out its duties under the
contract. and the rule contnues to
provide that the PHA is reaponsible to
HUD for manegement of o// its projects.
whether maneged directly or under
contrsct.

There were in sddition numerous
suggestions for proscriptive HUD )
rulemaking aimed &t standardizing the
PHA /corporation relationship into a -
single narrow sel of requirements
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e U.S. Department of Housing and Urban Development
Y % PUBLIC AND INDIAN HOUSING
"

Special Attention of: Notice riu 90-22 (rrn)

Regional Administrators; Directors, .
Ofgices of Public Housing; Bm@di Rpril 27, 1990
Directors, Field Office Managers; ExPres: April 30, 1391
Chiefs, Assisted Housing
Management Branches; Public Housi
Agencies; Resident Management
Corporations

rpgoss References:

Sublect: 1nsurance Requirements for Resident Management Corporations

PURPOSE

This Notice will advise all public housing agencies {PHAs)
and resident management corporations (RMCs) of the Department's
minimum insurance requirements that must be in place prior to the
commencement of work under a contract between a2 PHA and the RMC.
This Notice does not apply to RMCs that only have a "Resident
Management Technical Assistance Grant.”

BACKGROUND

The Department has published a final rule {24 CFR Part 964,
effective October 7, 1988) to implement Section 20 of the United
States Housing Act of 1937. Section 20 establishes a new program
of resident management of publtic housing. Under this program,
resident councils that represent residents of a public housing
project{s}) may approve the formation of an RMC. A qualifying RMC
shall enter into a management contract with the public housing
agency (PHA)} establishing the respective management rights and
responsibilities of the PHA and the RMC with respect to the
public housing project{s) involved. The program provides PHAs
and RMCs wide latitude in establishing their respective roles and
. relationships under the contract.

The insurance requirements for RMCs are found at 24 CFR
964.27(f).

INSURANCE REQUIREMENTS

Before assuming any management responsibility under its
contract, the RMC must provide evidence of fidelity bonding and
insurance, or equivalent protection that is adequate (as
determined by HUD and the PHA)} to protect HUD and the PHA against
loss, theft, embezzlement, or fraudulent acts on the part of the
RMC or its employees. The RMC must aiso meet such other
requirements as specified in the management contract and in HUD's
administrative instructions. The cost of such insurance may be

PPF : Distribution: W-3-1, w-2(H), w-3(H}, R-1, R-2, R-3, R-3-1(PIH), R-3-2, R-3-3,
R-&6, R-6-1, R-6-2, R-7, R-7-1, R-7-2, 138-2, RMC-1
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2.

included in the management contract, and paid for as part of the
operating budget. Any increase in insurance cost, caused by
activities other than those associated with the contractual
duties of the RMC or by various social programs e.g., child care,
Jjob training, and drug abatement programs, managed by the RMC,
shall not be included in the operating budget.

Within 60 days of the date cof this Notice, the PHA shall
notify any RMC currently under contract that the RMC must comply
with the insurance requirements as stated in this Notice. The
RMC must be in full compliance within 120 calendar days of the
date of this Notice. The PHA shall advise the HUD field office
if the RMC has not met the insurance requirement.

Regional offices shall take appropriate action to resolve
any non-compliances and to advise Headquarters of any non-
compliances that remain unresolved after a period of 150 days
asking for guidance.

For additional information contact: Theodore R. Daniels,
Director, Project Financial Management and Occupancy Division,
Room 4208, 451 7th Street, S. W., Washington, D. C. 20410, (202)
755-8145 -- (This is not a toil-free number.).

The following minimum requirements apply to all RMCs:

A. Fidetity Bond

The RMC shall obtain and maintain in force for the full term of
the contract a commercial blanket bond in an amount of not less
than $25,000 or two percent of the gross annual project-related
cash flow derived from the contract with the PHA, whichever is
greater. The cash flow shall include, but not be limited to the
following: (1} rents collected, {2) operating subsidy, {3)
modernization funds expected in current fiscal year, and (4)
grants. The bond shal) name the PHA as obligee. The RMC shall

"provide the PHA with a certificate of ceverage, signed by the

agent/broker of the insurer.

Comprehensive General Liability Insurance

The RMC shall obtain and maintain in force for the full term of
the contract a comprehensive general liability (CGL) insurance
policy with a combined single limit of $500,000, applying to both
bodily injury and property damage liability claims arising out of
or in connection with the operation of the project(s). The
maximum per occurrence deductible permitted is $500. The RMC
shall provide a certificate of insurance to the PHA.

The cost of the CGL insurance varies widely throughout the
United States. The standard CGL insurance policy, written
by the majority of insurers, includes "Real Estate Managers"



as an insured without additiconal cost. RMCs are classified as
"Real Estate Managers" by the insurers. In the interest of
economy, the Department recommends that the RMC ask the PHA if
its insurer will include the RMC as an insured prior to
purchasing the required coverages independently. If coverage is
available, the insurer should provide written confirmation of

coverage to the RMC.

An increasing number of PHAsS purchase general tiability
coverage that is subject to deductibles and/or self-
insured retentions that may run as high as $500,000 per
1oss. In cases where the RMC is included as an insured
under a PHA's general 1iability policy, and that policy
is subject to a deductible/ self-insured retention the
RMC need only purchase coverage equal to the amount of
the deductible/self-insured retention.

Several PHAs are uninsured/self-insured for general Tiability
losses making it necessary for the RMC to carry its own
tiability coverage.

Workers' Compensation Insurance

The RMC shall obtain and maintain workers' compensation
coverage as required by State law to cover all persons

employed by the RMC for the full term of the contract.

The RMC shall provide a certificate of insurance to the
PHA.

Owned and Non-Owned Automobile Insurance

All automobiles owned by the RMC shall be insured for not less
than $100,000 each person/$300,000 each occurrence for bodily
injury or death, and $25,000 each occurrence for property
damage.

The RMC is subject to liability when its employees use their
personal automobiles in the course of their duties as
employees. In order to be protected against that liability,
each RMC shall obtain and maintain non-owned automobile
coverage subject to the minimum Jlimits required for owned
automobiltes. The RMC shall provide the PHA with a certificate
of insurance.

Fire and Extended Coverage (Property Insurance)

The PHA is required by the Annual Contributions Contract to.
carry adequate fire and extended coverage on all projects and
buildings owned by the PHA, such coverage is not the
responsibility of the RMC. The Department recommends that



4.
the RMC carry adequate fire and extended coverage insurance on
business property (desks, chairs, typewriters, etc.) owned by
the RMC.

F. Other Non-Housing Activities

If the RMC enters into an agreement to provide non-housing
activities/services, which could include food services,
child- care, security guards or transportation services, the
insurer and the PHA must be made aware of all non-housing
activities so there will be no “gap" in coverage. Such
activities would not be covered under the PHA insurance
policy.

G. Procurement of Insurance Coverages

RMCs are considered subgrantees in the receipt of Federal
funds. Hence, RMCs are subject to the procurement
requirements found at 24 CFR 85.36. Section 85.36 provides
the procurement standards applicable to all grantees and
subgrantees when procuring property and services. 1In
general, Section 85.36 provides for procurement by small
purchase procedures, procurement by sealed bids,
procurement by competitive proposals, and procurement by
noncompetitive proposals. The recordkeeping requirements
for procurement are also explained in Section 85.36. The
PHA and the RMC should review Section 85.36 in jts entirety
for compliance.

H. RMC-owned Projects

This Notice does not apply to RMC-owned projects.

[. Other Insurance Coverages

This Notice describes the insurance coverages required by HUD.
The RMC may consider the procurement of additional or optional
coverages if the hazard exists. The coverages incliude:

Directors and Qfficers Liabitlity
Business Interruption

Personal Injury Liability
Burglary and Robbery.

eneral Depufy Assistant
Secretary for Public and
Indian Housing

g




GENERAL WORK PLAN OUTLINE

Under the Technical Assistance Grant (TAG), Resident
Councils (RC)/Resident Management Corporations (RMC) are required
to develop a detailed Work Plan. At a minimum, the Work Plan
should contain the following major components (except Task VII
which is optional). The Work Plan will typically include other
tasks to be performed by the grantee at no cost or funded by
other means. Only the tasks to be funded by HUD will be made a
part of the TAG consistent with the grant award amount. The
subtasks listed below each component are not all inclusive and
should be viewed only as a guide in developing Work Plan
strategies. Each task must suggest timeframes to accomplish each
task.

I. BUILD A STRONG COMMUNITY ORGANIZATION TO RESPOND TO
TECHNICAL ASSISTANCE NEEDS OF THE RESIDENTS.

- Maintain a democratically elected officers of the
organization in accordance with the organizations’
by-laws. (Independent observation of the RC/RMC
elections by a third party such as League of Women
Voters is encouraged.)

- Organize residents. Appoint block captains or building
captains, and operating/planning committees to carry
out specific tasks.

- Develop relationship between residents and the local
community including other organizations such as
universities, foundations, churches, public/private
sector resources. One option is to set up a local
advisory committee consisting of professionals and
private sector supporters who are willing to provide
technical/financial or other assistance to the
organization.

- Develop a questionnaire or other survey tools to
determine community needs: interest in resident
management, skills level, interest in volunteering on
Committees.

- Develop a strategy to build/strengthen the relationship
with the PHA based on needs of the community.

- Visit other RMC sites and obtain literature, studies,
and other research on resident management.



- Maintain an ongoing system of communication and
outreach to ensure high level of resident awareness and
involvement, (i.e. regularly scheduled and publicized
resident organization meetings open to the community,
resident newsletters, flyers, bulletin board
announcements, floor captain canvassing of buildings,
etc.)

- Learn Section 20 of the U. §. Housing Act and 24 CFR
364 Public Housing Resident Management Regulation to
become familiar with the requirements of the program.

DEVELOP OPERATIONAL PQOLICIES AND PROCEDURES TO FORM A RMC.

- Execute by-laws, charter and other documents to
establish the resident organization.
Include in by-laws policies addressing code of
conduct/ethics.

- Develop financial and accounting procedures. Obtain a
review and certification by a Certified Public
Accountant that the accounting system meets the
financial management standards in Attachment F of OMB
Circular A-110.

- Develop operating polices and procedures
(hiring, personnel, procurement, travel, career
development, performance evaluation, etc.).
(Consideration should be given to adopting the PHA's
policies and procedures, where appropriate. )

- Determine staffing needs, office space and capital
resources, (e.g. computers, furniture) etc., needed to
operate the RC/RMC.

- Develop standards for accomplishing and evaluating
RC/RMC’s goals. Check how other RMCs and self-help
organizations become successful and set standards for
their organizations.

- Develop strategy for obtaining financial resources to
sustain the organization {e.q. public/private resources
such as universities, foundations and state/local
government).



III.

IV.

Identify decision-making relationships (e.g.,

authorizing purchases/paying bills, hiring/firing and
supervision of persons, etc.) within the organization
so that the RC/RMC can operate effectively as a team,

Incorporate as a non-prefit organization (IRS 501 C 3).

DEVELOP A MEMORANDUM OF UNDERSTANDING BETWEEN A RC/RMC AND

PHA REFLECTING RESIDENT MANAGEMENT STRATEGY.

Determine how RMC/PHA communication will be carried
out, i.e., frequency of formal, informal meetings, etc.

Determine what support the PHA will provide to the
resident organization such as technical assistance, on-
the-job training, use of space and equipment.

Consult with PHA in training design development, and
selection of a housing management specialist.

Develop a proactive strateqgy to resolve disputes
between RC/RMC and PHA.

Develop preliminary strategy, time line, for management
functions to be undertaken by RMC.

DEVELOP A TECHNICAL ASSISTANCE APPROACH.

Develop a training and technical assistance approach
that complements/supports both organizational plans,
partnership agreement with PHA e.g., on-the-job
training (0JT), TA. The technical assistance design
should include:

o ORGANIZATION/BOARD DEVELOPMENT
Community Organization
Board Development, Roles and Responsibilities

o GENERAL MANAGEMENT
Fundamentals of Leadership
Fundamentals of Management/Supervision



o] PUBLIC HOUSING PROPERTY MANAGEMENT
* HUD's Public Housing Resident Management
Requirements
Property Management Techniques/Principles
* Financial Management, and Program Controls
and Audit Regquirement
Procurement Policies
Policies and Procedures for Low-Income Public
Housing
Comprehensive Improvement Assistance Program
(CIAP)

o) SELF-SUFFICIENCY PROGRAMS (optional)
Economic Development
Supportive Services
Homeownership

Required in FY 1990 Notice of Funding Availability
(NOFA).

Develop strategy outlining the respective roles and
responsibilities of Board members as well as all RC/RMC
members in carrying out functions with respect to
acquiring TA and training.

Develop competitive advertisement (Request for
Proposal), proposal evaluation, selection,

manage and monitor consultant. Consideration should be
given by the RC/RMC to:

o cost, time, training style, personality and
results of trainer and TA provider.

o whether it is best to spend all of grant funds on
one consultant, or option of selecting multiple
consultants to accomplish the work.

o integration of new members in the organization and
determine what role they will play in the
organization as well their training and TA needs.

o determination of feasibility and unique needs for
resident management at the particular site.

Define what is being funded by HUD grant and what other
resources are needed and how to obtain funding.



v.

VI.

MONITOR AND EVALUATE THE CONSULTANT AGAINST RMC NEEDS,

EXPECTATIONS AND THE CONTRACT WITH _THE CONSULTANT.

Develop plan to assess consultant performance/
effectiveness, Use advisory committee’s expertise in
assessing consultant performance. Make adjustments in
contract, as needed, to ensure that technical
assistance purchased is what is needed.

Factors for consideration in assessing the consultant:
o] success of consultant in meeting RMC goals

o effectiveness of training techniques, e.g., role
play, lectures, reinforcement skills, etc.

o success of consultant in working with RMC

IMPLEMENT FITHER RESIDENT MANAGEMENT OR DUAL

MANAGEMENT

Following the determination of feasibility and approval by
the RC/RMC:

Develop strategy outlining on-the-job-training and
property management functions to be assumed by

RMC - either shared or full management. Strategqgy
should include dual management (apprenticeship for
transition into full management):

o timeframes to move from shared to full
management.
o property management functions to be assumed,

including any of the following agreed upon
functions:

General site management/administration
Rent collection

Screening/Evictions

Building and site maintenance

Security

Inventory management

Contracting for goods and services

w1 N LN e L B
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8) Extraordinary maintenance
9} Other mutually agreed upon functions

o timeframe for contract negotiation with PHA,
detailing role and responsibility of RMC/PHA
with respect to management function.

Secure bonding and insurance.

Negotiate and sign management contract with PHA
detailing role and responsibility of PHA and RMC,
including time frames to start and move from shared to
full management, if appropriate. Legal representation
at the time of negotiation is recommended.

Hire staff to implement resident management functions.

VII. IMPLEMENT STRATEGY FOR DEVELOPING ECONQMIC DEVELOPMENT
HOMEOWNERSHIP AND/OR SELF-SUFFICIENCY PROGRAMS. {OPTIONAL)

Develop market study to identify appropriate business
establishments to support the needs of the development,
for example, mini-market, beauty parlor, laundromat,
etc.

Develop management plan for business establishments to
be undertaken, identifying financial resources,
technical assistance, personnel, and
counseling/training needs. Contact local government,
Small Business Administration (SBA) to assist in
dealing with banking industry, private investors to
obtain required capital for business ventures.

Determine what supportive services are needed such as
day care, drug programs, job training. Contact
appropriate local community organizations to explore
funding and technical assistance needs.

Develop homeownership feasibility plans, if interested,
including resident affordability and funding options.

B. PROJECT IMPLEMENTATION SCHEDULE.

The Work Plan should contain a Project Implementation
Schedule to address the activities under each of the major



components showing the start and completion dates and any key or
major, interim milestones and their dates.

c. BUDGET.

Budget data by Task/Activity to provide detailed financial
planning information which supports the actual costs of work
performed in accomplishing the objectives of the program.

An example of budget information by task follows:

1990 1991 1992 Total
Task 1 $xXxx Sxxx SXxXX SXxx
Task 2 XXX XXX XXX XXX

Total SXxxX SAXX Exxx Sxxx
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Special Attention of: Directors, Offices of H
Public Housing, Offices of Indian Notice
Programs, Regional Administrators,

Field Office Managers, Resident lssued: November 21, 1990
Initiatives Coordinators; Public Expires: November 29, 1991
Housing Agencies, Resident Management
Grantees, Regional Contracting
Officers

PIH 90-53 (HUD)

Cross References:;

Subject: Resident Management Training/Technical Assistance Guidance

I. PURPOSE:

This document provides guidance regarding the Resident Management
training/technical assistance prccess and the procedures for
obtaining Resident Management Training Consultant Contracts.

II. PBACKGROUND:

Section 20 of the U.S. Housing Act of 1937 authorizes resident
management of public housing. Section 20 states that financial
assistance to resident councils or resident management
corporations must be used for technical assistance for the
"+...development of resident management entities...® for
leadership roles in the operation of public housing and related
prograns.

The resident management law and regulations (24 CFR Part 964)
require all grantees - whether a Resident Council {RC) or
Resident Management Corporation (RMC) -~ to select a Public
Housing Management Specialist (herein referred to as a Training
Consultant). The only exception is a RMC under a management
contract prior to October 7, 1988; see Section 964.33(c).

The prime responsibility of the Training Consultant ig to provide
all necessary training and technical assistance to help the
grantee in establishing a resident management program,

III. TRAINING STRATEGY AND DESIGN

A. Relationship to the Work Plan

All Resident Management Grantees are required to develop a work
plan as the *road map" for implementing the strategies leading
toward resident management. The grantees are strongly encouraged
to include the following major tasks in their work plans:

PR : Distibuton: W-3-1, x-1, R-2, R-3, R-3-1{PIH), R-3-2, R-3-3, R—6, R-6-1,
R-6-2, R-7, R-7-2, R-9, R-9-1. 138-2, 138-7

Previows Editions Are Dbsalete HUQE‘PE?&]
[



* organize to determine technical assistance needs of the
residents;

* develop operational policies and procedures to form a
RMC;
* consider developing a memorandum of understanding

between a RC/RMC and the PHA reflecting the resident
management strategy to include training and resources
to .be provided by the PHA;

* develop & technical assistance strategy and
competitively hire a Training Consultant(s);

* monitor and evaluate the Training Consultant against
RC/RMC needs, expectations, and the contract with the
Training Consultant;

* implement either resident management or interim
dual management;

* implement a strateqgy for developing economic
development/homeownership and/or self-
sufficiency programs (optional};

Under the work plan, the primary use of the grant funds is for
the RC/RMC to receive technical assistance and training to build
capacity for resident management. Therefore, all work plans must.
realistically reflect this program expectation.

B. Resident Trainees

In the case of new RC grantees, the persons initially trained
should include the RC/RMC Board of Directors, other residents in
leadership positions, and other interested residents in the
development(s).

In the case of an existing RMC that has a management contract
with the PHA, the persons trained will include both the RMC
leaders and RMC staff.

ALL PUBLIC HOUSING RESIDERTS PARTICIPATING IN THE RESIDENT
MANAGEMENT INITIATIVE ARE ELIGIBLE TO RECEIVE TRAINING PURSUANT
TO THE INITIATIVE AS LONG AS THEY PARTICIPATE IN ALL TRAINING
SESSIONS. IT IS DESIRABLE TO TRAIN A LARGE CADRE QF RESIDENTS
FYOR GREATER PROGRAM EFFECTIVENESS.

C. Reguired Training Topics

Pursuant to the February 17, 13950 Notification of Fund
Availability (NOFA}, all program grantees must be trained in the

2



following areas:

* HUD regulations and policies governing the operation of
low-income houeing;

* HUD regulations and requiremente on the resident
management program;

* Financial management, including budgetary and
accounting principles and techniques;

* Capacity-building to develop the necessary skills to
assume management responsibilities of the development.

D. Definition of a Training Consultant

The Training Consultant can be a private consultant, a non-
profit community agency or university, or the Public Housing
Agency. The RC/RMC may select ene Training Consultant or one for
different areas, as long as there is continuity and movement
toward the resident management vision. :

E. Training Consultant Role in Training and Technical Assistance

Considering program experience to date, the Training
Consultant(s) should:

* assist in carrying out a work plan that meets the
resident management vision;

* Create and strengthen the PHA/resident partnership;
* enhance the RC/RMC leadership and growth process;

. provide subject area required by the program NOFA,
including HUD regulations and other requirements.

The Training Consultant‘s technical assistance and training
agenda should include the following specific areas: )

ORGANIZATION/BOARD DEVELOPMENT

* Community Organization

- Principles/Practices of a Board of Directors

* Leadership Development: Theory and Practice
GENERAL. MANAGEMENT

* Fundamentals of Management/Supervision

* Fundamentals of Program Planning and Management

* Establishing/Managing a Non-Profit Corporation
3



* Code of Conduct/Ethics
PUBLIC HOUSING PROPERTY MANAGEMENT

* HUD's Resident Management and Public Housing

Requirements
* Financial Management and Program Controls
* Property Management: Theory, Techniques, and Practice

SELF SUFFICIENCY PROGRAMS (optional)

* Economic Development
* Supportive Services
* Homeownership

F. PHA Role in Training

The training and technical assistance program must be geared
toward building a partnership between the RC/RMC and the PHA.

Any Training Cecnsultant is responsible for assisting the RC/RMC
in creating a partnership with the PHA that can lead to resident
management negotiations. Even though the resident management
NOFA has not required the PHA sign-off on the RC/RMC application,
it is HUD's expectation that the PHA will support and be involved
in the RC/RMC application process.

The RC/RMC and PHA partnership should result in the PHA actually
providing some of the resident management training, especially
training on the PHA‘s policies, procedures, and processes. The
partnership should also result in the PHA supporting the RC/RMC
in implementing the RC/RMC grant, including assistance in
financial management.

Typically, the PHA will train on HUD and PHA policy, procedure
and process and other Training Consultant(s) will train typically
on leadership, board and organization development, general
management, and property management.

Section 964.35 requires PHAs to be supportive of RC/RMC seeking

to enter into resident management negotiations or carry out
activities pursuant to a management contract.

IV. TRAINING CONSULTANT SELECTION

A. RC/RMC Planning

Before a RC/RMC grantee selects a Training Consultant(s), the
following determinations must be made:

* The duties, responsibilities, and cost estimate of a

4



proposed Training Consultant;

The experience and gqualifications desired, based on the
needes of the RC/RMC;

The terms and conditions of the selection process:

Any other matters pursuant to the Training Consultant
selection process that the RC/RMC may deem appropriate.

B. HUD Procurement Reguirements

The RC/RMC grantee must follow Circular A-110, which contains the
Federal Government’s Uniform Administrative Requirements for

grants.

A-110 states that all contracts over $10,000 must be

competitively bid and must receive approval from HUD.

The TAG also requires the grantees to:

*

provide a written description of services to be
provided (called a Regquest for Proposals, "RFP");

advertise in a newspaper of sufficient circulation to
stimulate competition. This notification should
include a statement when proposals are to be received;

develop a potential training consultant list based on
known sources or referrals by the PHA or others;

develop a procedure for evaluating proposals and select
an evaluation committee composed of at least three
grantee representatives;

provide written documentation about how the
selection was made to the HUD field office
Resident Initiatives Coordinator {RIC) who
will provide the package to the Regional
Contracting Officer (Grant QOfficer) for
approval. In the case of FY 1988 grantees,
the PHA must concur in the selection and
submit this documentation to HUD. The
documentation must include: a copy of the
RFP, a copy of the proposed contract
document, & list of publications where the
advertisement occurred, procedure for
evaluating proposals, and description of how
the selection was made and the price
determined.



The Regional Contracting Officer (Grant Officer) shall
approve/disapprove the Consultant Trainer selection for
consistency with the above applicable guidelines within 30 days
of receiving the package.

Resident Management grantees shall consnlt with the PHA for
advice and assistance in the selection of a Training Consultant,
while the RC/RMC has final selection authority. The RC/RMC can
algo receive assistance from the field office RIC, a local
community agency or the RCO.

A Training Consultant who assisted a RC/RMC with the application
or work plan may compete for a contract, provided that the
Training Consultant has competed for the preparation of the
application or work plan, and that the RC/RMC makes all
application-related information available to all prospective
training consultants.

VI. HUD RESIDENT MANAGEMENT TRAINING BRIEFING

HUD Headquarters will hold a one-day training briefing to discuss
training guidance and processes for interested Training
Consultants, PHAs, RCs/RMCs, and HUD staff. The meeting will
take place on Tuesday, December 11, 1990, in the HUD Departmental
Conference Room (Room 10233) from 9 AM to 5 pM. Materials wil]
be made available at the workshop.

VII. INFORMATION CONTACT.
FPor more detailed information, please contact Patricia Arnaudo or

Leonard Clay, Resident Management staff in the Office of Resident
Initiatives on 202-708-6311.




COMPREHENSIVE IMPROVEMENT ASSISTANCE PROGRAM (CIAP)

Excerpts from changes to the CIAP Handbook dated December 20, 1989

CHAPTER 2. ELIGIBLE COSTS

PHYSICAL IMPROVEMENT COSTS.

Long-Term Viability. No physical improvements, other
than those necessary to correct immediate emergencies,
shall be approved unless HUD determines that the
project, after modernization, will have long-term
physical and social viability (see paragraph 3-9).

Mandatory Standards. All funded improvements in
projects rehabilitated under the CIAP shall comply with
the mandatory physical standards, set forth in the
Public Housing Modernization Standards Handbook 7485.2
REV-1, whenever there is a c¢omponent that is not
functional or serviceable. The mandatory standards
include energy conservation measures (ECMs) which have
been identified by an updated energy audit as having a
simple payback of 15 years or less (the cost of the ECM
divided by the annual value of the energy saved) and a
useful life equal to or greater than the payback term.
Refer to Workbook HUD-PDR-700(3)}. Before recommending
funding of ECMs, the Field 0Office shall take into
account the following: Headquarters-provided annual
estimates of long-term borrowing rates and long-~term
inflation rates for fuel oil, natural gas, and
electricity; associated changes in ongoing maintenance
and operating {other than energy) costs; and the PHA's
operating experience. See paragraph 6-8 regarding

update of energy audits. ¥

Premature Replacement. Premature replacement of
serviceable building components, systems, equipment or
materials is not approvable under the CIAP, except
where a life-cycle analysis indicates that the ECM
will be cost-effective, assuming a simple payback term
of 10 years or less. Refer to HUD Handbook 7418.1,
Preparation of a Life-Cycle Cost Analysis for Utility
Combinations, for guidance. However, before approving
the premature replacement of relatively new or
functional items, the Regional and Field Offices shall
exercise judgment regarding whether it is in the best
economic interest of the Department and the PHA.
Therefore, compliance with the Modernization Standards
will occur over a period of time as needed replacements
are made.

Project Specific Work. The mandatory standards may
only be exceeded when necessary or highly desirable for
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the long-term physical and social viability of the
individual project, including site and building
security. Work exceeding the standards is project
specific and not applicable to all projects. Such work
responds to differences in climate, location, building
type, resident use and concerns, and management/
maintenance systems. Work exceeding the standards nay
not be justified on the basis of competition with other
assisted or subsidized housing. Where work exceeding
the standards is proposed, the PHA shall discuss the
work items with the Field Office at the Joint Review
and provide written justification, if requested, for
each wark item.

COST GUIDELINES. The Regional Office shall not approve a
modernlzation program for a project, excluding moderniza-
tion under Group 1, where CIAP funds or operating funds or
reserves will be used to pay any cost in development
accounts 1430 through 1475 (hard costs) which exceeds 62.5
percent of the published cost guidelines for nonelevator
units (69 percent for elevator units) for construction of
similar units in the area. The cost guidelines are now
based on Total Development Cost {TDC). The PHA may use
funds from other sources, such as CDBG funds or, in
compliance with paragraph 8-2d of HUD Handbook 7420.7 CHG-
4, excess Section 8 administrative fees, to exceed cost
guidelines. The cost guidelines are used to indicate when
@ modernization program may not be financially feasible and
Headquarters review is warranted. High costs raise
questions regarding the long-term viability of the project;
i.e., whether the improvements can be sustained and whether
sufficient efforts have been made to reduce costs.

a. Calculation. This calculation is not reguired for
modernization under Group 1. To calculate the cost
guideline limit, the Field Office shall obtain the most
recently published cost guidelines for the type and
size of units that will be in the project after
modernization; i.e., following any unit conversion or
demolition. The Field Office shall not adjust the
published cost guidelines for inflation or other
reasons. The Field Office shall then compare the total
cost guideline limit to the modernization hard costs
proposed for the current fiscal year. For comprehen-
sive modernization, use the total hard costs of all
stages, but exclude from the total hard costs any cother
types of modernization funded before or after the
comprehensive modernization of the project. The
following example illustrates how to calculate the cost
guideline limit for a walkup project in the Northeast:

12/89
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Number of

Number of Units After Guideline
Bedrooms Modernization Unit Cost Total Cost
0-BR 20 X $26,250 = $ 525,000
1-BR 20 X $31,350 = § 627,000
2-BR 30 X $34,700 = $1,041,000
3-BR 10 X $41,400 = § 414,000
¥Total Development Cost (TDC) $2,607,000

CIAP Hard Cost Limit for Nonelevator Units

(62.5% of TDC) $1,629,375
CIAP Hard Cost Limit for Elevator Units

{69% of TDC) $1,798,830

b. Averaging Not Allowed. If the project contains

dissimilar types of structures, such as a mid-rise with
several low-rises, the Field Office shall separately
calculate the cost guideline limit for each type of
structure. The Field QOffice shall not average the
modernization cost for dissimilar structures so that
the less costly modernization on one type of structure
disproportionately carries the more costly
modernization on the other type of structure.

Family High-Rises. To calculate the cost guideline

1imit for family high-rises where there are no
published figures for units with three or more
bedrooms, the Field Office shall multiply the two-
bedroom cost guideline figure for elevator structures
for each additional bedroom by the factor provided
below. The following example illustrates how to
calculate the cost guideline limit for a 250-unit
family high-rise project:

Number of

Number of Units After Guideline

Bedrooms Modernization Unit Cost Total Cost
1-BR 50 X $21,000 = $1,050,000
2-BR 50 X $25,000 = §$1,250,000
3-BR 50 x{(1.20x$25,000) $£30,000 = $1,500,000
4-BR 50 x(1.39x$25,000) $34,750 = $1,737,500
5-BR 50 x{1.48%%25,000) $37,000 = 81,850,000
Total Development Cost (TDC) $7,387,500
CIAP Hard Cost Limit for Elevator Units

{69% of TDC) $5,097,375 *

d.

Scattered Site Units. Where only a portion of the
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units in a scattered site project are being comprehen-
sively modernized, the Field Office shall calculate the
cost guideline limit for only those detached and semi-
detached scattered site units being modernized.

Over Six-Bedroom Units.

(1) For detached or semi-detached units and row dwell-
ings, the cost guideline limit for a 7-bedroom
unit is derived by multiplying the &-bedroom
guideline figure by a factor of 1.03. The cost
guideline limit for a 8-bedroonm unit is calculated
by multiplying the 6-bedroom guideline figure by a
factor of 1.05. For example;

1}

$60,250 (6-bedroom) x 1.03 562,058 (7-vedroom)

$60,250 (6-bedroom) x 1.05

§63,263 (8-bedroom)

Submission to Region and Headquarters. 1If the
modernization hard costs exceed the cost quideline
limit and the Field Office SuUpports the modernization
program, the Field Office shall submit its
Fecommendation for approval, fully justified, to the
Regional Office. The recommendation shall include a
breakdown of the modernization cost by development
account and work item. If the Regional Office
recommends approval, the Regional Office shall forward
both the Field Office's and its recommendations to
Headquarters for consideration.

MANAGEMENT IMPROVEMENT COSTS.

ad.

Eligibility. Management improvements that are project
specific or PHA-wide in nature are eligible moderniza-
tion costs under comprehensive modernization, subject
to the following conditions: (Note: management
improvements are ineligible modernization costs under
emergency, special purpose or homeownership
modernization.)

(1} The management improvements are necessary to
correct identified management problems and to
sustain the physical improvements at the project
to be comprehensively modernized. Special PHA
management initiatives to improve the economic
climate of the project to be comprehensively
modernized may be eligible for funding where the
PHA can demonstrate that such initiatives are
necessary to sustain the physical improvements.
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A PHA~wide management improvement may be funded
where the PHA can demonstrate that, to correct the
management deficiency at the project to be
comprehensively modernized, a management improve-
ment must be undertaken which also will benefit
other PHA public housing projects. If the PHA
cdnnot demonstrate the linkage between the PHA-
wide management improvement and the corrvection of
an identified management deficiency, including
sustaining the physical improvements, at the
project to be comprehensively modernized, the PHA-
wide management improvement is ineligible for
funding. Examples cf eligible project specific
and PHA-wide management improvements are:

(a) Rent collection 1i1s a management problem at
the project to be comprehensively modernized
and .the correction requires development and
installation of new PHA-wide rent collection
procedures;

(b) PHA-wide maintenance training program where
the maintenance staff at the project to be
comprehensively modernized lack the _
necessary skills to perform their jobs, but
training this staff would not be cost-
effective because of the small number
involved, and the maintenance staff at other
PHA projects also lack skills:

(c) Purchase of computer hardware and software
for PHA-wide use to provide needed
management information where lack of
information is a problem at the project to
be comprehensively modernized. Where the
management improvement will benefit programs
other than Public Housing, such as Section
8, renewal, etc., the eligible CIAP cost is
limited to the amount directly attributable
to the Public Housing Program. See subpara-
graph e for instructions on charging
computer hardware and software costs:

(d) Equal opportunity and civil rights training
and development of appropriate procedures
where there are management problems regard-
ing the PHA's administration of egual
opportunity requirements at the project to
be comprehensively modernized;
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¥ (e) Hiring of additional staff or use of
existing staff to secure and coordinate
needed social services from the public and
private sectors and to establish linkages
with the local community;

(f) Hiring of additional staff or usge of
existing staff to perform an economic and
market assessment for the project to be
comprehensively modernized to develop
specific incentives for improving economic
conditions; and

(9} Hiring of additional staff Or use of exist-
ing staff to coordinate resident training
activities under subparagraph b(35).

(2) The management improvements require additional
funds for implementation and the funds are not
avallable from other sources,

{3) The combined costs for management improvements,
including equipment related to drug elimination
activities ([see Appendix 2), and Planning under
pParagraph 2-¢ shall not exceed 10 percent of the
estimated total hard costs (development accounts
1450 through 1475} for all stages of a project,
unless specifically approved by Headquarters,
Under paragraph 2-s, Planning costs shall not
exceed five percent of the funds available to the
Field Qffice in a particular FFry.

(4) Management improvement costs shall be fundable
only for the implementation period of the physical
improvements, unless a longer period, up to a
maximum of five years, is clearly necessary to
achieve HUD-approved performance targets,

(5} Where an approved modernization Program includes
management improvements which involve ongoing
costs, such as security guards, HUD will not be
obligated to provide continued funding or
additional operating subsidy after the end of the
implementation period of the management improve-
ments. The PHA shall be responsible for finding
other funding Sources, reducing its ongoing
management costs, or terminating the management .
activities,

b. Eligible Management Areas. Subject to the conditions
set forth in Subparagraph a, management Iimprovements

12/89 y e



may involve or upgrade the following areas:

(1)

(2)

(3)

Management, financial and accounting control

systems of the PHA which are related to the
project to be comprehensively modernized.

Adequacy and qualifications of personnel employed

by the PHA 1n the management and operation of the
project to be comprehensively modernized for each
category of employment.

Adequacy and efficacy of the following for the

project to be comprehensively modernized:

(a)

{b)

{c)

Resident Programs and Services. The PHA
must be aple to secure and coordinate the
provision of appropriate social services
from local government or other public and
private entities. Eligible costs include
the hiring of additional staff to coordi-
nate such services as drug education,
resident training, assistance to a resident
management corporation (RMC), and economic
development. See subparagraphs b(4), {(5),
{(6), and (7).

Resident and Project Security. The PHA must
be able to provide adequate security for the
residents and adequate protection against
vandalism to the property, including
securing adequate police services under the
terms of the Cooperation Agreement,
providing necessary project surveillance and
control of access, and excluding individuals
who would jeopardize or evict those who are
jeopardizing resident security.

Resident Selection and Eviction. The PHA

must be able to screen, select and assign

applicants in accordance with HUD reguire-
ments and sound management practices. The
PHA also must be able to deal effectively

with disruptive residents.

¥

Occupancy. The PHA must be able to maintain
a 97 percent occupancy rate for the project
after completion of the physical improve-
ments, in accordance with its Comprehensive
Occupancy Plan. The PHA must be able to
prepare vacated units for reoccupancy within

2/8¢
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(e)

(f)

(g)

a4 lreascnable time period to achieve its
occupancy goals.

Rent Collection. The non-Indian PHA must be
able to collect the rents at the project at
a8 rate of at least 90 percent of the annual
ents chargeable, plus Year-end tenant
rental accounts receivable (TAR). Where the
PHA's TAR for tenants in pPossession as a
Percentage of the total monthly charges at
the project exceeds 10 percent, the PHA nmust
provide a plan to reduce the TAR to 10
percent within an acceptable period. 1In
additicn, the PHA must be able to carry out
timely evictions for nonpayment of rent.

The IHA must be able to develop and imple-
ment policies and procedures regarding rent
collection which result in the stabiliza-
tion and/or reduction in TARS .

Maintenance. The PHA must be able to
pProvide adequate maintenance for the project
after completion of the physical improve-
ments, so that the units continye to meet
the Section B Housing Quality Standards.
This includes timely response to routine and
emergency maintenance requests, and conduct
of a preventive maintenance brogram for all
major systems at the Project and annual unit
inspections.

Equal Opportunity. The PHA must be able to
provide public housing on a nondiscriminato-
Iy basis.

{(4) Drug elimination activities at the project to be

comprenensively modernized. See Appendix 2 for a
discussion of the eligible and ineligible uses of
CIAP funds for management and related physical
improvements in this area and the need for PHA
coordination with local governmental strategies
and programs.

(5) Resident training activities directly related to

carrying out tne physical and management improve-
ments at the project to be comprehensively
modernized. fThe PHA may choose to develop its own
job training program or to participate in an
existing community program. Although the training
must focus on on-the-job training at the project
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(6)

(7)

site, necessary classroom instruction is
permitted.

{a) CIAP funds may be used to pay for the
following costs: program design and
development; outreach and screening of
tenants to be trained; instructor's
salaries; purchase of curricula or
preparation of new curricula: books and
other training materials; course-related
tools, building supplies, and materials:
trainees' stipends, wages or both:
consultants or contractcors who perform
eligible training-relategd tasks: rent,
utilities, etc., for training facilities:
and administration.

(b) CIAP funds may not be used to pay.for the
following costs: general remedial education
or instructidn on general socjal skills; job
counseling? job development and placement :
and supportive services during training.

{c) PHAs are strongly encouraged to hire
residents to carry out tne physical and
management improvements. Under Section 3 of
the HUD Act of 1968, the PHA or the
contractor is required to use project area
residents as trainees or employees, to the
greatest extent feasible, when modernization
work exceeds $500,000. Refer to paragraph
6~1c.,

Technical "assistance to a Resident Management

Corporation (RMC), as defined 1in 24 CFR 964.7, at
the project tc pe comprehensively modernized

for the purpose of determining the feasibility of
the resident management entity or assisting in

its formation. For additional informaticn, see 24
CFR 964.45. 1In addition, the PHA may contract
with the RMC to carry out management improvements
identified as PHA-wide or project specific.

Also refer to Chapter 5 for tenant/homebuyer
consultation requirements.

Economic development activities at the project to

be comprehensively modernized for the purpose of
carrying out activities related to the management
and physical improvements or general operation of
the project. Such activities may be funded by
loans, such as through a revolving loan fund, to *
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# resicent-owned husinesses; however, futher
information and instructions will be provided in
the near future.

(8) Study of feasibility of converting rental to home-
ownership units at the project to be comprehen-
sively modernized.

C. Where there are identified management deficiencies in
the areas set forth in subparagraph h, they must be
addressed as part of the comprehensive modernization,
with established performance targets and regardless of
whether CIAP funds are required for correction. IHAs
should refer to the Administrative Capabilities
Assessment (ACA) as a guide in determining the specific
areas which should be targeted for correction. ¥
Management improvements which require funding may be
funded only under comprehensive modernization. See
paragraph 2-7 for guidance on administrative costs.

d. Examples of ineligible management improvements include,
but are not limited to:

(1) Hiring of additional staff or use of existing
staff to directly provide social services to the
residents of the project to be comprehensively
modernized.

(2} Funding of ongoing operating expenses of resident
organizations. However, resident organizations
may be contracted with to carry out eligihle
physical and management improvements., Appropriate
payment for these activities is an eligible cost,

e. Where management improvements involve planning costs
(1.e., costs incurred before modernization program
approval), such costs shall be charged in accordance
with paragraph 2-6d. Where management improvements
involve administrative costs (i.e., costs to be
incurred after modernization program approval), such
costs shall be charged in accordance with paragraph 2-
7d. Where management improvements involve computer
systems, the computer hardware costs shall be charged
to development account, Nondwelling Equipment - Office
Furniture and Eguipment (Account 1475.,1}), which is not
subject to the 10 percent limitation, and the computer
software and training costs shall be charged to
development account, Management Improvements (Account
1408), which is subject to the 10 percent limitation. ¥
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k)
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RELOCATION COSTS. Relocation costs as a direct result of
renabilitation, demolition or acguisition for a CIAP-funded
project are eligible costs and shall be charged to
Relocation Costs (Accounts 1495.1 through 1495.5). Refer
to paragraph 6-7 for specific reguirements.

CORRECTION OF DEVELOPMENT DEFICIENCIES.

a. Definitions.

(1) Development deficiencies are project deficiencies
that relate to errors or inadequacies in the
design or construction of a project which. become
known before Field Office approval of the Actual
Development Cost Certificate (ADCC}). ~Design
deficiencies result from the use of plans and
specifications that fail-to meet HUD and other
applicable design standards in effect at the time
of project approval, such as Contract of Sale,
Notice to Proceed, etc. Construction
deficiencies result from the use of improper
construction methods or materials, poor
workmanship, or failure to complete the progect in
accordance with HUD-approved plans.

{2) Development funds, as used in this paragraph, are
tunds remalning 1n the Development Cost Budget,
funds remaining in the ACC in excess of the Devel-
opment Cost Budget, or develop