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FILE NO. 181055 - MOTION NO.

[Budget and Legislative Analyst Performance Audit - San Francisco Housing Authority and
Mayor's Office of Housing and Community Development]

Motion directing the Budget and Legislative Analyst to conducta berformance audit of
the San Francisco Housing Authoriiy’s reported financial shortfall that includes a
prospective analysis of fhe City’s assumption of all responsi'bilities for the San -
Francisco Hqusing Authority’s essential functions, including the role currently
performed by the Mayor’s Office of Housing and Community Development énd related

oversight.

WHEREAS, California Government Code, Seoﬁon 25170 authorizes the Board of
Supervisors to examine persons regarding subjects or matters within the jurisdiction of the
Board and to examine documents relating to the affairs or interests of the City and Céunty; ’
and o

WHEREAS, California Government Code, Section 25207 authorizes the Board of
Supervisors to perform all acts necessary to the full disohargé of the duties of the legislative
authority of the City and County government; and |

WHEREAS, California Health and Safety Code, Section 34200 et seq. provides that th

o

Beard of Supervisoré may exercise certain oversight powers over the organization and
operations of the San Francisco Housing Authority (SFHA); and

WHEREAS, Charter, Section 4.102 gives the Board of Supervisors the authority to
conduct investigations into any aspect of governmental operations within its jurisdiction
through the power of inquiry, and make recbmmendaﬁoﬁs to the Mayor or the Board of
Sljpervisors; and |

WHEREAS, The Acting Director of the SFHA reported to the Government Audit and
Oversight Committee on October 25, 2018, that one of the conditions of the federal

Supervisor Peskin .
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Department of HousingAand Urban Development providing additional funds to SFHA to cover
the financial shortfall will be for the City to assume all responsibilities for SFHA's essential
functions, including assuming State-mandated oversight requirements; and

WHEREAS, The Mayor’s Office of Housing and Communify Development currently
oversees development of housing on property under the jurisdiction of SFHA; now, therefore,
be it ‘ ,

. MOVED, That the Budget and Legislative Analyst is hereby directed, as a priority, to

conduct a performance audit of SFHA’s reported financial shortfall, including analyzing
prospectively the assumption by the City of all r'esponsib.ilities for SFHA’s essential funotiéns,

including the potential role of MOHCD in assuming responsibility and related oversight.

“Supervisor Peskin
BOARD OF SUPERVISORS . Page 2
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Presented in Comrmttee October 25,2018

SFHAS Mlsszon zs to‘ deleer‘» safe and decent.
ntegrate‘




SFHA Dramatic Increase in HCV Program Utilization

f\/llxedlnd ications of Funding Shortfall

‘Factors Contributing to Funding Shortfall

V. SFHA Actions to ldentify and Address Shortfall of Funds ;

VI. Increased O:V__ersig’h’ﬁ and Control of HCV Financial Management

VIl Limitations Qn9 F gtur;é, Program Comm ltm ents

VIl Funding to Address Current Shortfall




~ '->Cohverte-d_3 500 pubhc housmg units to the Rental Assrstance Demonstratlon Program/PrOJec‘c Based
Voucher (PBV) subsidies through §2.2 bxlhoh pubhc and prrvate mvestment Wlth I\/IOHCD and commumty
based affordable housmg provrders : -

>Increased HCV program utllrzatron through coHaboratrons wrth Clty Partners (MOHCD HSH HSA) the
-Veterans Admlmstratron and commumty based affardable housmg provrders
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| Rent Reasonableness
=Determination of Adjusted Income and Correct Tenant Rent Calculations

=HQS Quality Control and Pre-Contract HQS lnspectlons
=Annual Reexaminations and HQS lnspectlons
;éﬁExpandmg Housing Opportunitie '
- “®mPayment Standards
 ®lease-up
ﬁFamlly Self Sufﬁcxency

> Desprte these improvements, the HCV program now faces an enormous funding shortfa!l
due to over utilization for its Housmg Assistance Payments for 2018 that will likely carry-

- over mto 2019
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L o e;_portmg and process ng Desp te performance revrews and a correetlxre ac vlon.plg'
5 f’ffffcrmer Finance Director was unable to finalize and |mplement clear policies and |
- procedures that include QA. QA is now being implemented after contracting with BDO

USA (BDO) a natlonaHy recogmzed ﬁrm with expertrse in PHA fmance operatlons
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elected for 3 long term contract in August 2018."In Septemb‘ 2018

BDOin place, SFHA terminated the Director of Finance and Senior Budget Analyst in
«c'harge of HCV HUD Voucher Management System (VMS) reporting. BDO oversees -
finance operations, including management of VMS reporting to HUD
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1 : »es : Operatmg funds recefved from HUD are already coded Wlth the Asset Manag‘ement | ;
- Project numbers and for restr cted or unrestricted uses. L R
16,

Yes - The Section 8 HCV program funds have been segregated by restrlcted and

o unrestrlcted uses smce late 2017
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222,
23.

.and sufﬂcrent documentatlon that is centrally filed

Yes — SFHA uses only schedules that include the use of proper account coding
Yes — SFHA’s Microsoft Dynamics Great Plains software provides a -c’omparative analysis
procedure to detect duplicate payments that may be recorded across the systems for

- imanaglng capital awards, grants and loans
24

~ that balances of capital awards, grants and loans accurately reflect respective draws
250
- 26.

Yes — SFHAs CFP Accountant reconciles capital awards, grants and loans every month 50 .

Yes— Procedures are in place to monitor caprtal awards, grants and loan transac’cxons
Partla/ The Finance Department operatlons are being: managed by BDO consultants.

Among other responsrb lities, they are assessing staff and reorganrz ng the depar’cment

| »‘to ensure comprehens ive and timely reporting' to meet the agencys needs
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n S_eptembef 2()1‘8"SFHA put BDO fully in charge of the VMS reporting and TVT forecasting
fter terminating the Director of Finance and Senior Budget Analyst who had been doing'the *

“reporting.

>0n Séptember 6, 2018, the HUD Shortfall Prevention Team (SPT) confirmed with SFHA that

shortfall was likely before the end of the year. The initial shortfall estimate was between
$600,000 and S26 M. ' :

10
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529 8 M for CY 2@18

HUD shortfall fundmg for the entlre country for 2@18 was $75 M and greatly depleted by thlS |

ti me of the year.. Requests early i in the year are crrtlcal

-1




_ gof HAP payments contributed to the problems. Convertmg these properties to HCV PBV does
save the Clty 59 M annually over 20 years but requires $12 M in HCV annual HAP paymentg

>Long retrcactlve payment perlods for 1,584 RAD/PBV units that are only reﬂected in TYT
“projections with custom manual adjustments.. Delays are due to RAD phased rehabilitation,
units passing HQS mspectlons and contract document execution. lntegratron of RAD/PBV
umts mto SFHAS HC\/ subsrdy system is still taking place as these steps are’ cdmp,leted.

f i?> Retroactrve payments transcend ing calendar: years HUD funds the next year based only
~upon the amount spent m the most current ca endar year that are related to the ca!endar o

‘year
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I,@se to SZO I\/I A 1@% error in forecastmg results m' a $24 I\/l over expendl ure

> Use ofthe full reserve fundrng to expand the HCV program and supplement the budget |
ratherthan. retalnlng reserves for unexpected rent increases, new units coming enline at
hrgher per unlt costs than HUD award amounts HUD proratlon ofsubsrdles or other




€ dep-ar’crnent is assurlng that any retroactive payments that have been
o ts a;ndlng outside of the 60 day window are monitored clesely on a case by case basis

~ andnot paid autematrcally

02

- >HCV program and fmance staff are working toward a cleanup of stale or rncorrect data
vthat exrsts wrthrn the software . .

>>‘Data ‘ma‘p'pi ng and accuracy 'of'reb'o'r'tin’g issues with the 'E'mp'ﬁaS\,.)g:E'l’i'Ee:fs:eftWa re that
contributed to the oversrght and. forecastmg problems are being corrected so that reports
.provrde lnformat ion that Wl” make them more useful

>Reconcrhatron between the Elrte program software and the GP frnance software er be
_completed to. lmprove the da‘ca mtegrrty and reduce errors rn statements of expenses

14
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i as: dllrgently;

-Cashﬂow and trmlng wrll be hrghly lmportant for any prOJects or RAD conversrons

,‘ undertaken |n the upcomlng frscal years.

= Collectrng payments due frem other PHAS for voucher holders portlngi it
v san Francrsco and rarsrng the mlnrmum rent to the HUD standard of $50 per month
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to Ilght The Mayor committed to accelerated actions so that vulnerable residents are

‘protected and to HUD’s requirements for City assumption of all responsibilities for SFHA's

essential functions once SFHA has satisfied any required meet and-confer obligations with
the labor organizations that represent SFHA employees -
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City Hail
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

"MEMORANDUM

TO: Harvey Rose, Budget Analyst, Office of the Budget and Legislative Analyst
-Barbara Smith, Acting Executive Director, San Francisco Housmg
Authority

Kate Hartley, Director, Mayor's Office of Housmg and Community
Development

FROM: John Carroll, Assistant Clerk, Government Audit and Oversight
Committee, Board of Supervisors

DATE: =~ November 6, 2018

SUBJECT: |EGISLATION INTRODUCED-

The Board of Supervisors'’ Government Audit and Oversight Committeel has received
the following hearing request, introduced by Supervisor Peskin on October 30, 2018:.

File No. 181055

Motion directing the Budget and Legislative Analyst to conduct a
performance audit of the San Francisco Housing Authority’s reported
financial shortfall that includes a prospective analysis of the City’s
assumption of all responsibilities for the San Francisco Housing
Authority’s essential functions, including the role currently performed by
the Mayor’s Office of Housing and Community Deve!opment and related
oversight.

If you have any comments or reports to be included with the file, pléase forward them to
me at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place,
San Francisco, CA 94102.

c:  Debra Newman, Office of the Budget and Legislative Analyst

Severin Campbell, Office of the Budget and Legislative Analyst

Gabriela Loeza, Office of the Budget and Legislative Analyst

Amanda Guma, Office of the Budget and Legislative Analyst
- Cindy Gamez, San Francisco Housing Authority

Daruish Kayhan, San Francisco Housing Authority

Linda Martin-Mason, San Francisco Housing Authority

Eugene Flannery, Mayors Office of Housing and Community Development
Amy Chan, Mayor's Office of Housing and Community Development
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Introduction Form ‘ oot b 955’“’"

By a Member of the Board of Supervisors or Mayor

. Time stamp
[ hereby submit the following item for introduction (select only one): or meeting date

] 1. For reference to Committee. (An Ordinancé, Resolution, Motion or Charter Amendment).
| 2. Request for next printed agenda Without Reference to Committee.

] 3. Request for hearing on a subject matter at Committee.

] 4. Request for letter beginning :"Supervisor inquiries"
_] 5. City Attorney Request.
"] 6. Call File No. from Committee.
V] 7. Budget Analyst request (attached written motion).
] 8. Substitute Legislation File No.
_1 9. Reactivate File No. ' '
_1 10. Topic submitted for Mayoral Appearance before the BOS on
ase check the appropriate boxes. The proposed 1egislationlshou1d be forwarded to the follqwing:
[ ]Small Business Commission D Youth Commission [ |Bthics Commission

[ ]Planning CQmmiSsion [ ]Building Inspection Commission
Note: For the Imperative Agenda (a resolution not on the printed agenda), use the Imperative Form.

Sponsor{s): |

Supervisor Peskin

Subject:

[Motion directing the Budget and Legislative Analyst to conduct a performance audit of the San Francisco Housing
Authority and Mayor’s Office of Housing and Community Development]

The text is listed:

Motion directing the Budget and Legislative Analyst to conduct a performance audit of the San Francisco Housing
Authority’s reported financial shortfall that includes a prospective analysis of the City’s assumption of all '
responsibilities for the San Francisco Housing Authority’s essential functions, including the role currently performed
by the Mayor’s Office of Housing and Community Development and related oversight. ‘

A -
Signature of Sponsoring Supervisor: ) -

Clerk's Use Only : - | ‘ ‘ \f “
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