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FILE NO. 181055 MOTION NO. 

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

2 

3 Motion directing the Budget and Legislative Analyst to conduct a performance audit of 

4 the San Francisco Housing Authority~s reported financial shortfall that includes a 

5 prospective analysis of the City's assumption of all responsibilities for the San 

6 Francisco Housing Authority's essential functions, including the role currently 

7 performed by the Mayor's Office of Housing and Community Development and related 

8 oversight. · 

9 
. . 

10 WHEREAS, California Government Code, Section 25170 authorizes-the Board of 

11 Supervisors to examine persons regarding subjects or matters within the jurisdiction of the 

12 Board and to examine documents relating to the affairs or interests of the City and County; · 

13 and 

14 WHEREAS, California Government Code, Section 25207 authorizes the Board of 

15 Supervisors to perform all acts necessary to the full discharge of the duties of the legislative 

16 authority of the City and County government; and 

17 WHEREAS, California H.ealth and Safety Code, Section 34200 et seq. provides that the 

18 Board of Supervisors may exercise certain oversight powers over the organization and 

19 · operations of the San Francisco Housing Authority (SFHA); and 

20 WHEREAS, Charter, Section 4.102 gives the Board of Supervisors the authority to 

21 conduct investigations into any aspect of governmental operations within its jurisdiction 

22 through the power of inquiry, and make recommendations to the Mayor or the Board of 

23 Supervisors; and 

24 WHEREAS, The Acting Director of the SFHA reported to the Government Audit and 

25 Oversight Committee on October 25, 2018, that one of the conditions of the federal 

SupeNisor Peskin 
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1 Department of Housing and Urban Development providing additional funds to SFHA to cover 

2 the financial shortfall wi!l be for the City to assume all responsibilities for SFHA's essential 

3 functions, including assuming State-mandated oversight requirements; and 

4 WHEREAS, The Mayor's Office of Housing and Community Development currently 

5 oversees development of housing on property under the jurisdiction of SFHA; now, therefore, 

6 be it 

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

8 conduct a performance audit of SFHA's reported financial shortfall, including analyzing 

9 prospectively the assumption by the City of a!! responsibilities for SFHA's essential functions, 

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

11 
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Presented in Committee- October 25, 2018 
S:.F"·-·r, z~~:::;,""":;;;x,::·_~:•:~~;;.;c::.'-r~::::.·!·'. -::::::~ ~. :;·•::-r:·;~~~~::;~:,•:: !:' .y~:-:··.1:,-;::·::·:·:·::•:::!:;" .,.~·. 

. .. . . . ·san Francisco Housing Auth 
Mayor's ·Office .of'H o.usingand.corrin,ubityDeveJ.6p.m eni: 

Coo rd·i•nati.qh /·/Manage ment·• & Accbu ~ting···oft he Sectibn 8:·vodche r ··.·Prq gram 

SFHA's Mi~sion is to cielfver sfl!e and decent 
housing for low i/1.cotne househo.lds and integrate · 
economic opporturiityforresidents · . 

· · od:oh!=r 25, 2018 
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. fVIixed,Jndications of Funding Shortfall 

IV. Factors Contributing to Funding Shortfall 

V. SFHA Actions to Identify and Address Shortfall of Funds 

VI. Increased Oversight and Control of HCV Financial Management 

VII. Limitations ()nFutUre Program Commitments 

VIII. Fundihg to Address Current Shortfall 

2 
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specialized Public Housingand HCVprogram software in 

>4rb~rd ed all employees with extensive training and regslar ~erf0 rm a nee reviewS based o h goals estab 
.··through aFiveYearStrategic Plan with a pfirnary'goai ofbeing a proactive parthervJithin'the SFcommunity . 

. :.·: .• 
.·., 

.. )>.Achiev~d· .. iistahdar·q:/J:~Rerf()rm~r~tatu~··for.R<Jusih~'chc>rC:eJgocher{H,cv)··in :idf~· ·. 
J;>Converted,3,5oopublic housing units to the Rental AssistanceDemonstration PrograiT1/Project~ased' 
Voucher {PBV) subsidies through $2.2 billion public and private investment with MOHCD and community · · 
based affordable housing providers 

);>Increased HCV program utilization through colli3borati.ons with City Partners {MOHCD, HSH, HSAt the 
Veterans Administration and community based affordable housing proViders 

3: 
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tocontinuedesignation asa''Standard"performerin 2018 hasedoh.~< 
rous HUD scoring sy~tem for:. 

s\Afe:litlistiY!anagement 
ill Rent Reasonableness 
•Determination of Adjusted Income and Correct Tenant Rent Calculations 
JlliHQS Quality Control and Pre-Contract HQS Inspections 
11 Annual Reexaminations and HQS Inspections 

.. mExpanding Housing Opportunities 
mPayment Standards 
lilease-up 
•Family Self Sufficiency 

·~ Despite these improvements, the HCV program now faces an enormous funding shortfall 
due to over utilization for its Housing Assistance Payments for 2018 thatwilllikely carry 
over into 2019 
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N .. ·····~··.···.·····~·•w¢h•t•· fpr:r~:~·6•~.·.g~·.~·~,~ 
o . ·toYecrnitand.hire·a·chief 
~ . i:~~?r:w~fv. ~b1s ······. . . . 

::.;{Nbtli-hpl~mented-·An exploratory meeting .with theCityTsTreasuryOffice w~$ heldblif•:: .• · •• 
·sFHA h~snot consolidated all banking activities and funds into the City's treasury and 
pooled investmentsfund · · .. ·· . . . ..· ·· . ·. . •. .·.· ··.•.··.·· ·· .. ·.·.· ......•. · .. · ... ·.·· ..... · 

4. Yes- The Financ:e Departmenthad only !JartiallyJmpiernented a qualitya_ss·urance{QA) 
proces.s forits analyficaiworkand had· no suct~ss·providing O.At.hear~a~qfHCVHAP 

·reportingandprocessing. Despite performance reviews and a corre~ti'/e att.f(}tlpl~:p,thf:i• 
· · former Finance Director was unable to finalize and implement ciearpoUdesand ... 

procedures that include QA. QA is noW being implemented aftertontracting with BOO 

.USA (BOO}, a nationally recognized firm with expertise in·PHA finance operations 

... 5 
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... a;16hgte'rm contract in August 2018 . 
... .. · ... pi~C:~; SFHA terminated the Director of Finance and Senior Budget. 
C:hai{ie' of HCV HUD Voucher Management System {VMS) reporting. BOO oversees.· 
finance operations, including management of VMS reporting to HUD 
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.·-/.·- _ -.. ··- .. . _ ·--·-~·d{~~~tor~a~Jh~H . 

·. ·. ·. ·:to:;as·srstwith ·py 2017 retoncillatien .. This<as completedbyJune:201,8. UnderBPO's; ; ·'/i 
-· .•. bversight the general fund reconciliation is corrrpletetbrough FebruS~ry2018 and willb'~:: · · 

~!: ···. ;:!~~:~r:~t~~a~~~\~!~;J:~~~~~~~~:~t~~:1~~!~o~~e~nd~~~:~~:~~,~J~~~r. 
hasbee'nir{pJac~ since mid-2017 . . _. < > .. ·. '·.... ' ·.· 

15. ·Yes~ Operating funds received from HUD are already coded with the Asset Management- .·· 
Project numbers and for restricted dr unrestricted uses. 

16. Yes -The Section 8 HCV program funds have been segregated by restricted and 
unrestricted uses since late 2017 

' .. 

.. 
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rit reviews a II of the capita I fu ndj · 

. Accountant regularly reviews and updates pdlicies andp 
nee w'ith 1-lUD accounting guidelines 

HAhasadopted requirements and schedules for record retention c:md filing. 
ures 

.;;_;Staff have been trained to make journal entries that include complete descriptions 
and sufficient documentation that is centrally filed 

'22. Yes- SFHA uses only schedules that include the use of proper account coding 
23. Ye$- SFHA's Microsoft Dynamics Great Plains software provides a comparative analysis 

procedure to detect duplicate payments that may be recorded across the systems for 
managing capital awards, grants and loans 

24. Yes- SFHA's CFP Accountant reconciles capital awards, grants and loans every month so 
thatbalanc~sbfcapital awards, grants and loans accurately reflect respective drC!WS 

. 25. ,Yes:....:Procedures are in place to monitor capital awards, grants and loan transactions 
26. Partial-- The Finance Department operations are being managed by BDO consultants, 

Arnqng other responsibilities, they are assessing staff andreorganizing the department 
tO ensure comprehensive andtimely reporting to meet the agency's needs 

. . . 

8 ·,,·:·'· 



1,141<adcJitionaL PBVs and Tenaht Based Vowche:rs com.mitted primarily.Jn 2017 .for: {l}hew< 
· affo rda~·le ·h0~sing,. .. J 41. :qity'Juilded.· •.. Locar·· •0 @eratidg: .Sttht;irlYi P~qgre1xn (LOSP) •. ·housing. for 

~~;~f{i~~fZgrn&&~s~r{~~j~~i~~h?~nX~o;~~!e;:~~;~~~ lr1~~:~8:~~~j~fg~4fZ;:,lfj~~t~~t~~~ 
set~as'ide vouchers for families with minorchildren living in SROs, and (6) other ·····•· ... · .· . . . . . .. 

~t 
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.· f'26~~ SFHA put BOO fully in charge of the VMS reporting and rir't6 ... 
r terminating the Director of Finance and Senior Budget Analyst who had been doing' the,, 

reporting. 

>-on September 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 $26 M. 
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• ::~2Ir::·:::~;~:atth ere·.wer~ an·. ~oqrmous numb~r .CJf.•retroac;tiV~rk~t" paym ~·nts ior · 
· RAD/PBV.and sF·•LoSP conv~rsJo:h 'projects···thatceUld n,Gtpg .• adeqqateJy;refle~ted···in.:theTYT ... · · 

:i::~:rc~:!f.i~~:0in1ta~~:~;~ill~~tt~Jfe~~~:a~~i~~;~~~ft~i~~~~&~g{~~!~¥~ti1~i{d~~i~.r 
Frorn 201'3t'h2o18, SFI1A's Budget Authority from HUD increased by$89.5 M whil~ HAp:. . .. 
exp'~nditures, including $28.5 M from reserves, increased by $144 M resulting in a shortfall of: ·.· 
$29.8 M for CY 2018 

HUD shortfall fundingJor the entire country for 2018 was $75 M and greatly depleted by this 
time of the year .. Requests early in the year are critical 

. · ... : . ~.' 
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:>torig'retroactive payment periods for 489 LOSP units converting to HCVPB\lsubsidies that 
are>o11lyreflected in TYT projections with custom manual adjustments. Overly aggressive 
l~asipgassumptions and delays in SFHA receiving complete tenant documentation for start up 
of HAP payments contributed to the problems. Converting these properties to HCV PBV does · 
save the City $9 M annually over 20 years but requires $12 M in HCV annual HAP payments. 

);>Long retroactive payment periods for 1,584 RAD/PBV units that are only reflected in TYT 
prejections with custom manuaL adjustments. Delays are due to HAD phased rehabilitation, 
units passing HQS inspections and contract document execution. Integration of RAD/PBV 
units into SFHA's HCVsubsidy systern is stilltakingplace as these steps are completed. 

);>Retroactive payments tra:nscending calendaryears. HUDfunds the next year based only 
upopth.e am.ount~pentin the mostcurrentcalend9ryearthat are related to the calendar·. 
year 

u 
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;,. : . . . . . : ··:·· .. 

fo perform market rent study tb in crea se.F MRs '!; o that the pr~gr<Jm 
dards remain coti1p~titive in th~ market.· Rent increas.~ req~~stswith effectiv~ date ··· · 

packdt:lted bwtnotpaid untiFtompi~lion of.aiJ.ne<:essarYit€3:ms' · · . 

)> overau• ~~ ~e of~FM{HC0 progratn wher~ re~ur:; ~[~·~~&~~~itu f6r Qd¢ ;Ddhthwere 
-. ci()seto $20M. AlS% error in forecasting results in a $24 Mover expenditU~e:· · · 

:>- Use ofthefull reserve funding to expan·d the HCV program and suppJementthe budget 
rather than retaining reserves for unexpected rent increases, new units coming online at 
higher per unit costs than HUD award amounts, HUD proration of subsidies,.ar other 

~· 

· .. ·'-,•• 13· . 
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>-T.he 1--{C:~d~~'~rtment is assuring that any retroactive payments that have been 
OL!tst~r1ding outside of the 60 day window are monitored closely on a case by case basis 
~nd not paid automatically 

~HCV program and finance staff are working toward a cleanup of stale or incorrect data 
that exists within the software; 

. . . . .. 

~Data mappingand clccuracy of reporting issues with the Emph~sysEIItesoftware that 
contributed to the oversight and forecasting problem,s are being corrected so that reports 
provide information that will make them more usefuL 

. . . 
' ; •• r • • ·: • 

,)>ReconciiJatiori between the Elite program software and the GP finance software will be 
completed to irnprovethe datajntegrityand reduce errors in staternehts of expenses 

14 
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·;SFHA i? loeki ng at waYs a.f ct~rtaiiJnr; prowra ~ costs~~··~itMe r pte~~bfr~~·r~~[Ofcti~~ .. \· ..•... · .•...•.. 
paymentsfarth(2rbacktha n 60 ·days, working ··withlahd lords to n0t·•#urs0.e{~ptlncre(3~es· 

. as··diligentl'/, c~llecting payments due from other PHAs forvouC:her hold~~s i~J:>drtl6g-fh<·to·, ·· · 
· .. S~n Francisco and raising the minimum rent to the HUD standard of $50 per month ........ . 

•Cashflow and timing:will be highly important for any projects or HAD conversions 
undertaken in the upcoming fiscal years. · 

·:;.·· 

':·;" 
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.. · th~ MaybrBreedwrote toHUD and ... ··. 

~pth(:/f SFHA's financial distress in the HCV program that was just recentlY 
light. 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 

16 



City Hall 

BOARD of SUPERVISORS 
1 Dr. Carlton B. Goodlett Place, Room 244 

San Francisco 94102-4689 
TeL No. 554--5184 
Fa:x: No. 554-5163 

TDD/TTY No. 554-5227 

MEMORANDUM 
TO: Harvey Rose, Budget Analyst, Office of the Budget and Legislative Analyst 

Barbara Smith, Acting Executive Director, San Francisco Housing 
Authority 
Kate Hartley, Director, Mayor's Office of Housing and Community 
Development 

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

DATE: November 6, 2018 

SUBJECT: LEGISLATION INTRODUCED 

The Board of Supervisors' Government Audit and Oversight Committee h<;~.s 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 Development .and related 
oversight. 

If you have any comments or reports to be included with the file, please 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 Authoi-ity 
Daruish Kayhan, San Francisco Housing Authority 
linda Martin-Mason, San Francisco Housing Authority _ 
Eugene Flannery, Mayor's Office of Housing and Community Development 
Amy Chan, Mayor's Office of Housing and Community Development 

2044 



Introduction Form 
By a Member of the Board of Supervisors or Mayor 

[hereby submit the following item for introduction (select only one): 

12-E'CEI~ 

IO~Op0\€;1(9 5~ ~" s . 
Time stamp 
or meeting date 

=:J 1. For reference to Committee. (An Ordinance, Resolution, Motion or Charter Amendment). 

=:J 2. Request for next printed agenda Without Reference to Committee. 

:J 3. Request for hearing on a subject matter at Committee. 
~----------------------------------~ :J 4. Request for letter beginning :"Supervisor inquiries~~ 
L-----------------------------------~ 

:J 5. City Attorney Request. 

:J 6. Call File No. from Committee. 

ZJ 7. Budget Analyst request (attached written motion). 

:J 8. Substitute Legislation File No. 
~----============~----~ =:J 9. Reactivate File No. 
L---------------------~ 

:J 10. Topic submitted for Mayoral Appearance before the BOSon 

. . 

ase check the appropriate boxes. The proposed legislation should be forwarded to the following: 

D Small Business Commission 0 Youth Commission 0Ethics Commission 

0 Planning Commission · 0Building Inspection Commission 

'lote: 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 aperformance 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. /1. () 

I 

Signature of Sponsoring Supervisor: l r----, . 

- Clerk's Use Only v. ~ 
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