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1ty OF ORLANDO

Memorandum
To: Lelia W. Allen, Housing Department Director
From: Beryl H. Davis, CPA, CGFM

Director, Audit Services and Management Support
Date: August 30, 2007
Subiject: Housing Rehabilitation Management Study (Report No. 07-01M)

At your request, the Office of Audit Services and Management Support has performed a
management study of the Housing Rehabilitation (Rehab) Program. Our objectives were
to analyze the work process for efficiency and productivity, and review the bid,
contractor selection, and liens recording processes for control weaknesses.

The work performed on this engagement is not an audit, as Government Auditing
Standards were not followed, and the work does not include a comprehensive review of
the risks and controls over the Housing Rehab processes. The objectives for this
Management Study were chiefly determined by the management of the Housing
Department. While this review does identify some control weaknesses, its focus is on
improving processes and, therefore, other control issues may exist that were not
observed due to the specific and limited nature of this Management Study.

In our study we reviewed the areas that you listed as most important to you, including:
the bid process, the contractor selection process, the sufficiency of internal policies and
procedures, and the quality of work received from contractors. We have identified
several areas for improvement in these areas and we offer recommendations for you to
consider and implement.

In addition to these key areas, we also performed a complete analysis of the Housing
Rehab process. This analysis resulted in the identification of some areas that can be
streamlined to improve present production and possibly increase the number of projects
that Housing Rehab can accomplish in a fiscal year.

We would like to thank the management and employees of the Housing Department for
their courtesy and cooperation during this study.

BHD/gjm

C: The Honorable Buddy Dyer, Mayor
Byron W. Brooks, Chief Administrative Officer
Joseph M. Robinson, Chief of Staff
Rebecca W. Sutton, Chief Financial Officer
Paulette S. Edwards, Housing Division Manager



Purpose

The Housing Department (HD) is experiencing a high volume of assistance requests
from clients and encounters difficulties in fulfilling them. At the same time, HD is trying
to increase its productivity and efficiency in handling its workload, and develop an
effective strategic growth approach.

This Management Study was performed to assist HD with its objectives. The purpose of
this study was to:

U0 Analyze the Housing Depart ment Rehabil i:
process in terms of efficiency and productivity, and recommend a
better/improved workflow, which will allow for a more efficient use of available
resources;

U Review bid process, contractor selection and liens recording processes for
any control weaknesses.

Background

The mission of the Housing Department is to maintain a sustainable, livable, safe
community for very low, low and moderate-income persons.

HD®O6 s cor e busi nesses i nclude: New Construct.
Payment Assistance, Owner Occupied Housing Rehabilitation, Rental Rehabilitation,
and Capital | mprovement s. THasing Behdb Programtshe Ci t

to improve quality of life for residents by improving the existing owner-occupied housing
stock.

Housing programs are funded by the U.S. Department of Housing and Urban
Development (HUD) through the Community Development Block Grant (CDBG)
program, HOME Investment Partnership (HOME) program, Florida Housing Finance
Agency through the State Housing Initiatives Partnership Program (SHIP) and the City
of Orlando through funds collected by the City for code violations. Program policies
state that these funds must benefit very low, low and moderate-income persons.



Executive Summary

Review of Present Situation and Work Documentation

We analyzed the organizational structure of the Housing Department, reviewed City
Policies and Procedures, reviewed the internal HD policy and procedure guidelines
document and analyzed the Position Descriptions for the employees assigned to the
program. At the time of our review, the supervisory position that assists the Housing
Manager to oversee the Housing Rehab Program was vacant. We observed that this
supervisor is very important to the success of the Rehab program. We concluded that
the internal policy and procedure guidelines are very general in nature and can be
improved, the Position Descriptions can more clearly reflect the responsibilities of the
positions, and the operational processes of the program should be developed into a
comprehensive Operating Procedures document that would define all the critical steps
of the Housing Rehab process.

Fact Finding and Data Gathering

The project continued with several observations of a typical workday for the employees
in the Housing Rehab Program. Three field observations of the Housing Rehab
Specialists were conducted and several conclusions reached, including: 1) the
guidelines over the housing inspection process are not formalized, 2) the checklists
used are not standardized, and 3) the inspectors often use unofficial documentation
methods to record the results of the inspections. Each of these areas can be improved
through revising the Operating Procedures document and standardizing housing
inspection documents.

During interviews, the employees were asked to list the operational challenges and
issues they perceive as needing attention in the department. The two largest challenges
listed by the employees arefii nt er /i ntra depar tandefinptraolj ecca mnfuinl
organization/circulation . We recommend improvements in both of these areas,
including a revised method of organizing project files to allow the Housing Financial
Specialist and the Housing Rehab Specialist to simultaneously process file information.

Analysis of the Core Processes

The study also included a more formal process to document and describe each
individual step performed in the Housing Rehab process. Several management analysis
tools were utilized to gain an understanding of the process steps. First, a Process Flow
Chart was developed. This chart (Attachment 2) is a visual representation of the
process flow for the tasks and activities of the Housing Rehab Program. Next, an
Activity Flow Diagram (Attachment 3) was developed that breaks down the process flow
into the 40 individual activity steps that must be conducted to successfully perform the
Rehab process. Finally, a Process Flow Diagram (Attachment 4) was developed which
presents the information gathered in a more detailed form including the resources
involved and the type of operation performed in each process step.

These tools are included as Attachments to this report so that HD can use the
information gathered to continue to improve the Housing Rehab process beyond the
recommendations made in this report.



An initial analysis of the information gathered lead to the conclusion that the overall time

needed to process a Housing Rehab project fro
adversely affected by the amount of toi nuenttihat
action can be taken to process the application. We were informed that management is
altering its wuse of a MAwaiti negomeifistiser aedo i s
system, to avoid this condition. We support this effort with the additional enhancement

that some initial assessment of the i u r g eaf theyréquest be made so that the most

urgent cases be moved ahead on the list.

We categorized the Housing Rehab process into 6 key operational groups and with the
assistance of Housing Rehab employees determined the most time consuming steps of
the process. They were identified as:
o Completion and Return of Application
o Bid
o Client Move Out
o Contractoro6s Mobilization
o Construction
Using this information, we performed a Root Cause Analysis to identify what limits the
employeesd ability to perform a timely Rehab

As a final step, we gathered information from the Rehab team members on the time
needed to perform each step of the Housing Rehab process. This information is
summarized in Attachment 5 and can be used by HD in its planning and forecasting of
Housing Rehab projects.

This review identified two key methods for improving production: 1) improving
coordination between the Housing Financial Specialists and the Housing Rehab
Specialists, and; 2) improving coordination with the client and the construction
contractor.

Review of Project Files

Our review also included tests of controls over the bid process and the lien recording
process. This included a detailed review of the project files for nine recent Housing
Rehab projects. This review identified several conditions where additional controls are
needed to effectively manage the Housing Rehab process.

We | earned that HD& uRegi aat é&irCobnt @ att 8t contr a
evaluated as competent to perform Housing Rehab work. We found that HD needs to

formalize the policies and procedures for the documentation and control over the use

and mai nt enance of t he C o n whether tandr ow eathe gi st e
contractor is informed of upcoming projects and is given an opportunity to bid.

We reviewed the bid process and the internal policies over this area. We concluded that
the bid opening process should be more thoroughly documented to note the number of
bids received, the amount of each bid, the persons in attendance at the bid opening,



and other matters. In addition, we recommend that the bid evaluation process be
expanded to include a wider range of criteria in the evaluation of bids.

The review of project files also noted payments for work performed on projects that was
not included in the original scope of work. This work was not performed by the
contractor selected for the project, but rather by additional vendors. While this work may
have been necessary, we found that it was not documented as to its need and the
approval of HD management was not noted.

Our review of files led to the conclusion that the liens processing area is operating
effectively but that additional guidance is needed regarding when it is necessary to
change or alter existing liens. Thi s gui dance should be
Procedures.

Overall Conclusion

The current Housing Rehab process can be streamlined by reducing time taken in
certain process steps. Action to improve efficiencies in these areas will improve present
production and increase the number of projects that the current Housing Rehab staff
can accomplish in a fiscal year.

In addition, controls over certain Housing Rehab processes, including the bid and
contractor selection processes, can be enhanced by updating internal policies and
procedures and ensuring compliance with such policies and procedures through
additional management and supervisory oversight.

ncl

ud



Summary of Conclusions and Recommendations

Each recommendationis classified wi t h a ACr i t i

cality Factoro,

HIGH represents a needed improvement requiring immediate attention.
MEDIUM represents a needed improvement requiring attention in the next year.
LOW represents a process improvement that can be addressed at

manage ment 6 s di scretion.

(Please note that detailed Conclusions, Recommendations and Responses are in
included in Attachment 1.)

N Conclusion / Recommendation

| Response |

Section 11 Organization

Reporting system to support management controls needs to be formalized.

1. Formalize and enhance the system for reporting the most Concur
important project information (i.e., status, accomplishments
to date). (HIGH)

Individual performance goals are not clearly defined or documented.

2. Consider setting performance goals for each employee Concur
based on workload analysis and other information.
(MEDIUM)

Position Descriptions do not clearly specify responsibilities.

3. Work with Human Resources to improve present Position Concur
Descriptions. (LOW)

Communication of departmental goals can be improved.

4, Regularly communicate departmental goals at meetings and Concur
through individual interactions with employees. (LOW)

Employee training and professional development can be improved.

5. Collaborate with employees on a professional development Concur
policy. (LOW)

6. Adopt cross-training practices. (LOW) Concur

Section 21 _Documentation

Current operational processes are not completely documented.

7. Develop Operational Procedures (i.e., internal procedures) Concur with
for all critical steps of the Housing Rehab process. (HIGH) reservations




# Conclusion / Recommendation | Response
Unofficial (self-developed) documents are being used by the employees.
8. Review all self-developed forms and incorporate the most Concur
appropriate in the Operating Procedures. (MEDIUM)

9. Inform employees that all future document improvement Concur
suggestions should be presented to management for review
and approval. (LOW)

Organization and circulation of project files can be improved.

10. | Improve the record sheet that is included in every work file. Concur
(MEDIUM)

11. | Revise the file system so that the Housing Financial Concur
Specialist and the Housing Rehab Specialist can each
process the file independent of the other. (MEDIUM)

Procedures for the Housing Rehab

inspection process

need to be

formalized.

12. | Document in Operating Procedures the inspections process, Concur
including the required documentation for a complete
inspection. (HIGH)

13. | Incorporate checklists in the inspection process. (HIGH) Concur

14. | Explore the possibility of automating the inspection process Concur
through the use of laptop computers. (MEDIUM)

Procedures for selection and monitoring of the contractors need to be

formalized.

15. | Revise Operating Procedures to incorporate the use and Concur
mai nt enance of the Contract

16. | Evaluate the performance of contractors at the close of each Concur
project and add this infor me
(MEDIUM)

Procedures for the lien satisfaction and subordination processes need to be

formalized.

17. | Document in Operating Procedures the processing of Concur

mortgages/liens including when and how adjustments to
mortgages/liens should take place. (MEDIUM)

Section 31 Operations

Housing Rehab processes could be better monitored and controlled.

18.

Develop system to prevent backlogs and the need to re-
qualify applicants by restricting the processing of
applications until the Housing Rehab Specialists are
available to work on a new project. (HIGH)

Concur with
reservations




# Conclusion / Recommendation Response

19. | Monitor and control the development of each project through | Concur with
a regular projects-in-progress review. (MEDIUM) reservations

Housing Rehab Program needs to improve planning capabilities.

20. |Revisetheapplicat i on i ntake pr o-oomes Concur
firist,s ervedo0 to a priority syst

21. | Sort the applications received according to the urgency of Concur
the rehab problem. (HIGH)

22. | Inform all applicants of the current backlogs to avoid raising Concur
expectations and making commitments that cannot be
satisfied within reasonable timeframes. (HIGH)

23. | Reorganize the waiting list so that it only contains Concur

applications that can be completed within one year.
(MEDIUM)

Too many re-qualifications are performed, raising process inefficiency.

24,

Review the possibility of ey
gualification status is considered valid from present 60 days
to 90 days. (HIGH)

Concur

Housing Rehab process can be improved by increasing coordination with
the client and the construction contractor.

25.

| mprove the Acompletion and
step by revising application forms to make them more
customer-friendly and easier to fill out. (MEDIUM)

Concur

26.

Improvethe fAbi do process step b
the project walk-through and bid opening from 2 weeks to 7
business days. (HIGH)

Concur

27.

Continue efforts to assist the client with their responsibility to
vacate the house in advance of construction. (MEDIUM)

Concur

28.

| mprove the fcontractords mg
enforcing the current mobilization time of 5 business days
and considering reducing the time to 3 business days for
smaller projects. (HIGH)

Concur

29.

| mprove t he pracesssep byerdorcingpcargent
construction time deadlines and by considering deducting
retainage from invoice payments on larger projects. (LOW)

Concur

30.

Facilitate brainstorming sessions with Housing Rehab staff
to review each process step to determine if any further
improvements can be made. (LOW)

Concur

Housing Rehab Specialist individual productivity can be enhanced.

31.

Increase the fieldwork activity in the workday structure by
reducing time on non-critical activities and setting a goal for
the supervisor to increase staff time spent in the field.(HIGH)

Concur




# Conclusion / Recommendation Response
32. | Improve the data input/processing time by enhancing Concur
computer skills and training on the Xactimate software.
(MEDIUM)
33. | Improve communication time by assigning the supervisor to Concur

handle certain issues (e.g., customer complaints after
project completion, quality issues with contractors, inquiries

from elected officials and management). (MEDIUM)

Bid advertising, opening and evaluation processes can be improved to
increase effectiveness.

34. | Improve the bid advertising process by requiring all Concur with
contractors | isted on @ACont 1 reservations
upcoming bid information and include process in Operating
Procedures. (HIGH)

35. | Improve the controls over the bid opening process by Concur with
documenting the date and time of bid opening, the individual | reservations
bid amounts, and the witnesses present at the bid opening.

(MEDIUM)

36. | Expand current bid evaluation criteria into areas that Concur with
evaluate quality and effectiveness of the contractor, using reservations
information documented in the contractor evaluations.

(MEDIUM)

No approval of additional work added to the project.

37. | Improve controls over all additional work not included in the | Concur with
bid specifications by requiring such work to be approved in reservations

advance by Housing management and by including detailed
steps for the request, review, and approval process in the

Operating Procedures. (HIGH)




Glossary

During this Management Study specific terminology and tools were used to perform
various analytical steps. Below is a brief explanation of the meaning of those technical

terms and tools.

Workload 1

Core processes i

Process flow analysis 1

Wait i

Root causes analysis i

Work distribution i

Streamlined process i

Workflow i

Value-added analysis i

Work Capacity -

a specific amount of work that is assigned or performed by
an employee in a specified time period.

the required fundamental activities needed to produce the
key deliverables of an operational activity.

a detailed step-by-step representation of how an overall
process is performed.

an event that occurs when an object or a person waits for
the next planned step in the process that cannot be
performed unless the previous one is finished.

an analytical pr ocess litatiorvto
discover the main causes of occurring inefficiencies or other
possible operational issues.

the amount of work tasks assigned to a specific employee.

a steady flow of the steps of a process with minimal or
without interruptions such as: delays, waiting, downtime etc.
The meaning also represents the efficient interconnection
and cooperation between two steps of an operational
process.

same as process flow.

i denti fies operations that
which are generally considered those that affect the client
directly and/or and which are perceived by the client as
being a value to him/her.

the amount of maximum output that a resource (i.e.,

employee) can produce in a process, subject to current
environmental conditions and process inputs.

10
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Review of the Present Situation and Work Documentation

Organizational Structure

HD operates on the basis of several Federal and Local programs, such as:
Community Development Block Grant (CDBG), HOME Investment Partnership
Grant (HOME), Emergency Shelter Grant (ESG), Housing Opportunities for
Persons With Aids Grant (HOPWA) and the State Housing Initiatives Partnership
(SHIP) funds, and other City initiated housing activities. These programs are
designed to assist in improving quality of life for residents by funding supportive
activities for very low, low and moderate-income persons.

There are currently 15 full time employees functioning in the following structural
context:

U Managerial level

o Housing Department Director 1 1

0 Housing Division Manager i 1

o Housing Development Program Manager T 1 (position currently
vacant)

U Program coordinators and technical employees

Planning Techi 1

Plannersi 2

Housing Rehab Specialists i 3
Contract Compliance Coordinator i 1
Housing Coordinator 1 1

Housing Financial Specialists 1 3

O O0OO0OO0OO0o0Oo

0 Administrative/support staff

0 Administrative Specialisti 1
0 Accounting Specialisti 1

We observed that the reporting system to support the management control
function is not currently formalized. For example, individual performance goals
are not clearly defined or documented. In addition, areas of responsibilities are
not clearly defined bet weenctiondhlevelddHdhesi ng L
present Position Description forms do not clearly specify responsibilities of each
position. In our observations, we found that sometimes responsibilities overlap
and work is duplicated. For example, we were informed that a Housing Financial

Speciali st has gotten directly involved in
Housing Rehab Specialist is assigned as being responsible for coordinating this
process.

11



Work Documentation

To better accomplish its mission and comply with Federal and State legal
regulations, HD uses several internal and external regulatory documents. Below
are the main Policies and Procedures adopted by City Council (Table 1). Most of
these policies are not designed to define and control the process, but rather offer

some general requirements and steps to be taken in the overall process.

Table 1. City Policies & Procedures irUse

Name Number

Organization and Policy 191.1
Community Development Block Grant 191.2
Community Development Block Grant Projects 191.3
Home Investment Partnership Program 1914
Home Investment Partnership Projects 191.5
Housing Rehabilitation 1 Organization and Policy 192.1
Housing Rehabilitation 192.2
Housing Code Assistance Program 192.3
State Housing Initiatives Partnership Program 192.4
State Housing Initiatives Partnership Projects 192.5
Housing Opportunities for People with AIDS (HOPWA) 192.6
Projects

Housing Opportunities for People with AIDS (HOPWA) 192.7
Program

Down Payment Assistance (DPA) Program 192.8

A very important aspect of Housing regulatory documentation is that the Federal
Government provides only general guidelines as operational documentation.
Thus, HD is trying to develop specific procedures and other operational
documents to efficiently control and standardize its operations. In this regard, HD
has developed a document cal

Housing Devel opment Progr amo,
describes the overall rehab process at a very general level and it cannot be
considered an operations control document. It reflects the entire Rehab process
in very general and short definitions. The description of Rehab process steps has

more of an external character rather than internal working use.

In 1996, a review of the Housing activities was performed by the Office of Internal
Servi

ed

amended

Audit (presently Office of Audi't

mai n obj ect i veealuateatbe effertiveiess of the Policy and
Procedure Guidelines for the Housing Development Program, identify any
activities not in compliance, and make suggestions for improving operations and
strengthening controls. o Among
and

di screpancy between #APolicy

ot her
Procedur e
activity, and the incompleteness of this document as far as specifications and

cy

Ma r

c e

fi

-

C

a

n c



requirements on different stages of the process (e.g., bid process, write-up
process). The APolicy and Procedure Gui del
concur with recommendations made, but no other official documentation was

created (such as operating procedures, work instructions, process records forms)

to substantially support this procedure in its practical effectiveness.

In addition to official documentation, there are some unofficial documents like

AQualification processo, ANotes for Traini
Project |l nformati on Sheet ( SHI' P For m) o, i F
ACase filing systemo and ABrief Eforpl anat
Clientso, which have been devel oped by HD
the work ©process. Unof ficial documents ar
Procedure Guidelinesodo manual and the f1l ow/

formally specified.

There are also important general planning documents prepared by HD. Among
these are:

it "nConsolidated Pl an for Housing and Comn
T represents a 5 year Comprehensive Housing Development Strategy,
approved by the U.S. Department of Housing and Urban Development.
The Plan serves as a threefold function: An application for Federal funds,
a strategy to be followed in carrying out HUD programs, and an action
plan.

0 ASecond Amendment to the Local Heusing
2004 through FY 2005-2 006 6T hi s document sets for:
strategies and criteria for administering the State Housing Initiatives
Partnership Program (SHIP) for a 3 year period. It is a Growth
Management Plan that includes different strategies to suppor t HD®O6 s
mission and goals.

U A"Annual A c t it asna déclnzent dhat derives from other two
menti oned above, and is meant to gui del
Year.

The above-ment i oned documents reflect HD®s pl a
years ahead. These plans contain HDO&6s stra
We were very impressed with the quality and detail of these planning documents.

HD has developed many tools and documents that help the public and others

understand the issues and challenges facing the department.

In conclusion the following remarks could be emphasized:

U The present Organizational Structure needs improvement to limit the need
for the Housing Division Manager to manage front-line employees.

13



Individual performance goals are not defined nor documented.

Positionsdo responsi bi |l iSomensnorauplcationot cl e
of the work performed is occurring.

Current operational and process control documentation is not detailed and
does not cover all the steps of the Housing Rehab Program operation.

The main Housing Rehab Program policy and procedure document -
APolicy and Procedure Guidelines for th
- contains very general information about the work processes and has

more of an external character rather than internal operational use.

Presence of unofficial (self developed for their own use) documentation is
in circulation and used by employees to perform work processes.

14



Fact Finding and Data Gathering

Work Environment

The Rehab work team consists of 2 Housing Financial Specialists and 3 Housing
Rehab Specialists (Inspectors). At the time of this review, the position of the
Housing Development Manager was vacant. The main purpose of Housing
Financial Specialists is to gather initial information from clients and determine
eligibility of these clients for Rehab work. This is the intake stage of the work
process. Housing Financial Specialists provide initial information for Housing
Rehab Specialists to further work with t he cl i ent . Housing Reh
main operational direction is to perform housing stock assessment inspections
and develop the work project, which includes estimates, activities to be
performed, communication with clients and contractors, monitoring the
construction/rehab projects, contractor selection, and quality checks. Housing
Rehab Specialists play a critical role in assuring the efficient and effective
process flow.

Fieldwork

As a part of this Management Study, observations of a typical workday were
performed. The purpose of these observations was to better understand the
tasks and challenges that Housing Rehab Specialists encounter in their work.
Three field trips were made: two follow-through inspections and one final
inspection of a newly built house. Below are our conclusions from these field

trips.

The Housing Rehab Specialistsd knowledge a
the overall Rehab process. The importance is in the assessment (preliminary,

ongoing and final quality check) of the c¢clientds housing re

Rehab Specialist has to use his/her subjective judgment and experience to
develop an accurate overview of the situation and work needed. This is crucial
for project timing and budgeting.

Observed issues:

U Guidelines or operational procedures to regulate the inspection process
need to be formalized.

U The checklists being used by Housing Rehab Specialists during the
inspection process need to be formalized.

U There is a need for an official internal procedure to stipulate and organize
records obtained from performed inspections. Usually inspections results

15



are recorded on different papers, developed by each inspector individually
for their own use.

Employee Interviews

In order to get an objective opinion about the work processes and encountered
challenges in HD, individual interviews were performed. The interview process
covered all of the Rehab staff - 3 Housing Rehab Specialists and 2 Housing
Financial Specialists. Each employee had a chance to relate his/her opinion on
different subjects.

Al | i ntervi ews wer e based on an Al nt er vi
following areas:

Awareness of departmentdos goals and vi
Awareness of individual functional duties and responsibilities

Workload and structure of the workday

Morale and work environment

Supervisory receptiveness/communication issues

Perceived department operational challenges and issues

ok wNE

After analyzing the answers given by the interviewees, the following can be
concluded:

i Overal,employees have a gener al i dea about
and mission. We did note that answers differed from one employee to
another. This fact shows that there may be an issue in communicating
departmental goals and the mission to the employees. As a result, HD
employees might not be aware of the goals to be accomplished that
are set in Business Plans and other planning documentation, and it
could affect overall Department performance and efficiency.

U Most of the employees stated that they have a high level of
responsibility, although the reasons for that were not clearly specified.
The answer s wer e gener al and ranged
Adeal ing with publ i c, whi ch has hi gh
generally well understood by the Housing Rehab Specialists, but one
Housing Financial Specialist spoke about functional duties different
from those described in the Position Description for this position. For
example: In the Position Description the nature of the Housing
Financi al Speci albieglt 6ass wioérpkariapr o € 8 s 6 i
involved with qualifying individuals for housing rehabilitation
assistanceéeo and the employeebds state
as Aperforming Housing Quality |l nspe
satisfied with contractors, assi st wi th changing the
for the accuracy and validity the records made by the other Housing
Financi al Specialistfi, AModer ator bet\

16



leads to the conclusion that the performed functions as stated by the
Housing Financial Specialist, while very important, may be part of a
different position or function. When such a condition exists, the risk
that the employee may treat primary functional job duties as secondary
activities increases and this could lead to possible inefficiencies.

When analyzing the workload, most of the employees rated it as being
heavy (on a scale from light, moderate, heavy and very heavy). To
more fully understand this statement, we asked each employee for a
Awor kday struct Evaelryamnaldyvi gual
enumerate all activities performed during the workday and the average
time taken to accomplish those actions. As much as it was possible,
we asked that typical daily work activities be categorized as follows:

- Administrative work (checking e-mails, phone messages, etc.)

- Communication (answering, returning and making work related
phone calls, writing letters, etc.)

- Documentation processing (updating files, documents pick
up/drop off, opening bids, preparing financial tracking etc.)

- Fieldwork (inspections, probl em

deviation from the project standards, walk-through etc.)
- Data input/processing (work write-up using Xactimate software)

- Regrouping time (status review, follow up/catch up with previous
work)

The structural analysis of these activities for the Housing Rehab
Specialist is presented in Diagram 1.

17
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Diagram 1. Workday Structure Housing Rehab

Specialist
Administrative
work
Follow up/catch 11%
up time o
8% Communication

Data
input/processing
22%

17%

Documentation
processing

Fieldwork 13%
29%

Housing Rehab Specialist

As we see from the above diagram, there are three types of activities

that consumeabout 67% of the Housing Rehab
i communiiclart%,o nfiof iTl8dayorakna Adata i nput/
i 22%Fi @&l dwordékaft a i nput /aprthectwosmostn g 0
critical activities that directly impact overall rehab proce ss 6 s
productivity. When asked about the percentage of activities/tasks that

are part of his/her duties and the percentage of those that are
secondary, an average of 10% of each
spent on secondary (indirectly related job) tasks. An important step to

improving productivity and efficiency of a Housing Rehab Specialist is

to increase the weight of #Afieldworko
reducing (improving) the time spent on other non-critical activities
(Acommuni c autmeonntda,t i dhocpr ocessi ngo, Aiad

Af ofulpdw at ch urpdogng seeonddry jobytasks.

Housing Financial Specialist

Although both Housing Financial Specialists have the same formal
duties and responsibilities, as described in the Position Description, the
actual workday structure varies very much from one to the other. One
Housing Financi al Speciali st l i sted t
(check e-mai | s, retrieve messages, return
pr ocessi ngfikearfdranpléte it witke necessary information).
The second Housing Financial Specialist listed five types of activities:
Aadmi ni str at i v-mailswretriekeomegsagbseretikn paone
call s), Afcust omer serviceo (hsmwte up Ve
out ) , Adocumentati on processingo (re
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and pef(tueimgi Hepechieack$d st ),

schedul e
ith other project activities. o

s

This information indicates a discrepancy between the two Housing

Financial Special i st s6 activities. Comparing
Position Description for this position, it can be observed that the

second Housing Financial Specialist is assigned to perform activities

not regularly attributed to this function. Although tasks performed by

the second specialist are very important, this position should be clearly

defined with duties and responsibilities primarily in support of overall
rehabilitation operations.

Most of the employees described work morale and work environment
as being favorable. Among issues encountered were:

- Lack of effective communication
- Little privacy
- Little opportunity for growth

Based on interview results, the work morale in the Rehab team
constitutes a strong asset and could be used to generate
improvements.

Management receptiveness was described in positive tones by most of
the interviewed employees. There was just one employee that
expressed a small objection about the recognition of his/her efforts.

An i mportant part o f t he e fegubbacky e e s 6
received on perceived operational challenges and issues. Some
challenges and issues were commonly emphasized by most of the
employees. The diagram below (Diagram 2) represents the correlation

between the issues/challenges and percentage of employees that see

those issues.
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Diagram 2. Perceived Challenges and Issue

Work processes

documentatio

14%
Inter/intra
departmental
communication
43%
Project files
organization an
circulation

29%

Training (cross
training)
14%

The two biggest challenges seen by employees are inter/intra departmental
communication and project files organization/ circulation. For a successful
operation, effective communication among employees and organized internal
documentation flow are critical. HD management should consider this in its
efforts to improve department performance.
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Analysis of the Core Processes - Workflow Analysis

As an important part of this Management Study, a detailed and thorough analysis of the
Housing Rehab Programds operational processes
participation of key Rehab employees and was conducted in three stages:

Stage 1. Identification of the current processes

In order to analyze the Rehab operational process, each step of this process
needed to be correctly identified and visualized. We found that the current
Housing Rehab Process Flow Chart is outdated and recent process changes
have not been reflected on this document.

ldent i fi cation of the operational processos
U Developing a new Process Flow Chart
U Developing the Activity Flow Diagram
U Developing the Process Flow Diagram

A new Process Flow Chart (Attachment 2) was developed in cooperation with HD
employees. The Chart contains a representation of the flow of all critical complex
steps of the Rehab operation. Sixteen steps were identified to represent the
Rehab process. Most of the newly identified steps are complex processes that
need to be supported by appropriate operating procedures.

The Activity Flow Diagram is a tool used in operational analysis to accurately
identify actual work activities that are taking place as a part of a complex
process. A total of 40 activity steps were identified (Attachment 3), which
constitutes the entire Rehab process. The diagram represents the current
Housing Rehab Program workflow.

In order to further proceed with the process analysis, a Process Flow Diagram
(Attachment 4) was developed. This diagram is meant to present in more detail
each step of the operations and how a process is unfolding step-by-step. It also
reflects the resources involved in the process (humber of employees engaged in
the operation, amount of time taken to complete the task) and the type of
operation (transportation/handling, processing, storage, inspection/verification
etc.). The purpose of this tool is to efficiently diagnose the process and identify
where issues (i.e., inefficiencies) might occur, and isolate areas for possible
improvement. In addition the Process Flow Diagram can be used by HD
Management to efficiently monitor each step of the operations and develop
productivity indicators.
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Stage 2. Analysis of the identified processes: problem areas and
improvement opportunities.

Analyzing the data presented in Activity Flow and Process Flow Diagrams, the
following observations can be made:

U The time from the acceptance of a Housing Rehab application to the
completion of a Housing Rehab project is quite lengthy. In FY2006 the
number of very low, low and moderate-income households receiving
assistance through the Housing Rehabilitation Program was 34 and
the target for FY2007 is 30. At the time we inquired into this condition,
we were informed that there are 185 clients on the waiting list
expecting to receive assistance. Therefore, at the current rate, some
clients will wait several years for their application to be processed.

0 We found that one factor influencing this condition is that all
applications are pre-qualified and then added to the waiting list without
any prioritization (with rare emergency exceptions like roofing issues).
This appears to be a planning and prioritization issue rather than an
operational inefficiency.

U Because of the sometimes urgent nature of some applicantsd needs
and the fact that over time the existing housing stock will deteriorate
(generating more applicants for Rehab work) it can be assumed that
the time to accomplish projects on the current waiting list might be
considerably longer. We were informed that HD is considering a new
method of accepting applications and altering how the list of potential
clients is maintained and how they are informed of the progress of their
applications.

To further analyze the Housing Rehab work processes, all the steps were
categorized into 6 key operational groups (see symbols explanation in
Attachment 4). We reviewed these groups with HD employees to identify the
most time-consuming steps and to identify the main reasons for any occurring
inefficiencies in the process. The following diagram shows the most time-
consuming operations (Diagram 3). The time on the waiting list is excluded from
the calculations in the diagram below.
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Diagram 3. Project time breakdown
9%

9%

5%

9%

9%

O Client completes and returns the application (9%)

W Verification of application and information provided by the applicant; a file is created (5%)
O Bid - contractors bid on write-up work (9%)

O Client's move out (9%)

B Contractors mobilization (6%)

O Construction (53%)

B Other operations (9%)

The largest time consuming step in the overall processisiconstructi ono (
foll owed by ficlient completes and returns
move outo (9%) and fAcontractords mobilizat
To better identify causes that lead to inefficiencies in the process and get
emp !l oy e e acli onfthe esitldtion, a Root Cause Analysis was conducted
with the employees involved in the process. In this process, all issues are
categorized in four different areas, which are considered to have a possible
impact on the process. These areas are People, Policies, Procedures, and
Equipment.

After going through each step of the Housing Rehab process, the following
issues were identified by the employees to be the root causes that lead to a long
processing time for a Rehab project:

- Limited capacity to handle all the requests because of the lack
of a planning system.

-  Communication issues; internal and external.
- Lack of aformal reporting system.

- Operational processes that are in need of improvement; many
unofficial documents are in circulation.

- Poor work files organization and circulation.
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- Inefficient and nonstructural intake process; everyone is
added to the waiting list.

- Too many management/supervisory reviews.

- Too many re-qualifications because of the 60 days information
validity time limit (8 out of 9 files come back to be re-qualified).

In addition to the above, equipment issues were considered. The discussion of
this area led to the conclusion that the equipment area does not critically
influence the outcome of the Rehab process. Even so, there are some possible
technical improvements - like new software and portable computers for Housing
Rehab Specialists that could reduce the data input time, and better digital
cameras, etc., that could positively affect productivity.

Stage 3. Work Distribution

The last step of the process analysis is the Work Distribution among Rehab team
members. This analysis allows us to see the tasks performed by the Housing
Financial Specialists and Housing Rehab Specialists. The operations and times
identified by the Housing Rehab Specialists and Housing Financial Specialists
and are summarized in Attachment 5. All the data and calculations made are
based on the approximations of operations and time identified by the employees.

Our review did not include an observation or other examination of individual
employee work tasks or productivity. Rather, interviews and detailed discussions
were held to determine, using some basic assumptions (moderate rehab project,
no extraordinary conditions or problems, etc.), the work task information that can
be used by HD management as a starting point for additional planning and goal-
setting.

The three stages of the core process/workflow analysis lead to two key methods
to improve the work capacity. These are: improved coordination between the
Housing Financial Specialist and the Housing Rehab Specialist; and improved
coordination with the client and the construction contractor.

The coordination between the Housing Financial Specialists and the Housing
Rehab Specialists is important for two reasons. An effective coordination

between the two functions ¢ a n enhance HDO s cust omer

efficiency. As reported above by the employees, 8 of 9 applicants need to be re-
qualified. When this occurs, the applicant is asked to provide updated information
or the Housing Financial Specialist repeats processing steps already performed.

This occurs because the Housing Rehab Specialist cannot begin projects as

quickly as they are processed by the Housing Financial Specialist and a backlog
occurs. If too much time passes before the Housing Rehab Specialist can begin
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work, the applicant needs to be re-qualified to ensure there are no changes in
eligibility.

We recommend that a system be instituted where the Housing Rehab Specialist
informs the Housing Financial Specialist (and the associated supervisors) of the
appropriate time when he or she will be available to work on a project so that the
Housing Financial Specialist can plan when to begin processing an application
from the waiting list. It is important to note that this coordination method could
cause the Housing Financial Specialist to stop all processing of applicants while
the Housing Rehab Specialists continue to work to reach a stage when they can
accept another project. Therefore, HD supervisors and management should
monitor the productivity of the Housing Financial Specialists to ensure that they
are assigned other duties during times when applicant processing is stopped.

Another method for maximizing output is to improve coordination with the client

and construction contractor. This can be done by improving the verification of the

information provided by the client by revising the application forms to make them

more customer-friendly and allowing the Housing Financial Specialist to take as

much information as possible over the phone instead of requesting it by mail.

Also, the construction process can be improved by introducing more stringent

deadlines for contractors to finish work into the project specifications and only

accept ing bids as fAresponsiveo when contract
the project on the anticipated timetable. Finally, we suggest that existing
construction time deadlines be more strictly enforced through the introduction of

ti me penal tageesdO o(ranfiraemoauinnt r et ained by the
to encourage timely completion).
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Review of Project Files

During this review, tests of controls over both the bid process and the lien
recording process were conducted. The following section notes the findings from
the review into these areas.

Contractor® Register

It was determined that& HRe kieetpesr 0a ofrColnit g1
contractors that it has evaluated as competent to perform Housing Rehab work.

We were informed that the register is used by each HD Rehab Specialist to

identify the contractors who should be contacted regarding upcoming projects

and invited to the initial Awal Kk througho
conditions at the home being rehabilitated. We discussed the use of the register

with staff and learned how the department currently adds contractors to the

listing, removes contractors from the listing and otherwise maintains information

on the contractors with which the HD does business.

We learned that the department has a process where interested contractors fill

out an application and submit the required insurance and permits to certify to

their fitness to be considered for rehab work. We were also told that the
contractors are visited by HD staff and evaluated through interviews and
observations of the contractor on other construction jobs. This process acts as a
Apgeal i ficationd process and all ows staff
specialities.

We also discussed how HD has solicited interested contractors in the past,
usually through notices at the Office of Permitting Services, and whether there is
a process to remove contractors from the listing for poor performance.

We were assured that the employees take care to only deal with contractors who
they have evaluated and who are sound, reliable and competent. However, the
department does not have any formal policies or procedures over this area that
delineate the process of adding or subtracting contractors from the register. Also,
we found that there is no formal method of regularly evaluating the work of the
contractors selected for City rehab projects.

As a result, the Contractors Register and the individual contractor files are
incomplete records of the evaluation and maintenance process over the
contractors. While the employees state that they have methods and processes
for ensuring that the contractors on the register are sound, documentation of their
evaluation is not available for review.

It should be noted that the turnover in the Housing Development Program

Manager position has contributed to a lack of effective management over this
area.
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It is important for areas of control to be completely documented. The decision to
add or subtract a contractor from consideration for Rehab projects is one of the
key areas that should be overseen by HD management. It helps to document that
the evaluation is sound and reasoned and not influenced by personal
connections or close working relationships between the inspectors and the
contractors.

I n addition, an ongoing system where eac
specific project is evaluated and the <col
recent performance is used during future evaluation of bids would enhance the

current bid evaluation process. It would assist HD by giving staff several factors

to evaluate during the bid evaluation process and whether to allow contractors to
remain on the Contractordés Regi ster.

Bid Process

We reviewed the procedures used to receive and evaluate bids for Housing
Rehab work. We reviewed the internal policy manual for this area, and found that
the manual documents certain things about the bid process, including how bid
packages can be obtained, the requirement for contractors to attend the pre-bid
walk-through and how bids are selected (i.e. bids are awarded to the lowest
bidder). In addition, we reviewed an example of the Invitation to Bid form used by
the department which notes the address of the client, date for the pre-bid walk-
through, and bid due date/time. Finally, we discussed the bid process with staff
and learned that the Housing Rehab Specialists are given some leeway in
determining what contractors are contacted to attend the pre-bid walk-through
and to receive the bid materials for each project. While these guidelines and
documents are very good, they lack some other important procedures and
information that can be used to improve the bid process.

First, a clear and fair process for informing contractors of upcoming projects is

needed. While City Policy 192.2 allows the client to select the contractor, we

found that they rely on HD to find contractors, in most, if not all instances. This
indicates that a rigorous process needs to be in place to both protect the City and

the client and ensure fairness. Ci ty policy 192.2 currently
of contractors to perform rehabilitation work will be conducted through the
contract or sin orégegto ensueerthatéhe process of awarding work is
consistent, HD management needs to have a system in place in which all
contractors on t he a@acantacted wherobidé en wBrk gré st er
being sought. The method of contact and documentation of this contact and other

bid advertising instructions should be outlined in the Operating Procedures.

Second, this formal bid opening process should also be documented to record

what occurred at this meeting. It is important to protect the City from any possible
concerns about the fairness of the bid process. A formally documented bid
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opening which notes the number of bids received, the amounts of each bid, the
persons in attendance at the meeting and the time of the meeting will
demonstrate that the process was sound and reliable and no question could be
raised that bid tampering or alteration could have taken place.

Third, the current procedure of only evaluating bids by lowest cost may be
ineffective. While it is certainly the best method to get the lowest price for work, it
does not take into consideration whether the contractor is capable of performing
the work and able to perform the work. Some things that may affect this is
whether the contractor has other work in progress, whether its employees have
expertise in the specific work needed in the Rehab project, etc. The criteria for
evaluating bids should be expanded and shared with all those submitting bids, so
that they understand exactly how the bids will be evaluated.

The current bid process and bid evaluation process are effective, but can be
improved to protect the City from any questions whether the process is
safeguarded from any undue influence and includes the consideration of both
dollar amount and ability of the contractor to perform the work in an effective
manner. The basics of bid acceptance are in place, but could be improved with a
moderate adjustment to current practice.

It is very important for controls over possible bid tampering to be in place. This
assures management (and the public) that bids for Housing Rehab work are valid
and that the process is fair.

In addition, using a wider range of criteria in the evaluation of bids can allow the
Housing Rehab staff to find both the most economic solution to the project at
hand. This is necessary because the effectiveness of the Housing Rehab
function depends upon both a low cost and high quality work product from the
construction contractors with which it deals.

Additional Work

We reviewed nine selected project files and found three cases where work
beyond the original scope was performed on projects but was not listed in the
initial work write-u p or esti mat e. This work wa
work performed by the contractor added due to unforeseen conditions on the
project site. Rather, this work was for additional items added by the Housing
Rehab Specialist and granted to additional contractors/providers. Some
examples include:

A Moderate Rehab Project i Homeowner Daniels: additions of ceiling

insulation, installation of electric, various carpentry. This additional
work cost $3,655 and the entire project cost was $25,458.
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A Reconstruction Project i Homeowner Mecintosh: vertical blinds,
fencing. This additional work cost $2,321 and the entire project cost
was $112,500.

A Moderate Rehab Project i Homeowner Fairconeture: vertical blinds,
fascia, lead abatement. This additional work cost $5,962 and the entire
project cost was $40,316.

While this work may have been necessary, it was not documented as to its need
and the approval by management was not noted.

The regular change order process used by HD involves a form filled out by the
contractor explaining the additional work and a review by the Housing Rehab
Specialist and Housing Development Program Manager who concur with the
need for the change prior to authorizing it. While we assume that HD
management authorized the above work, there is no evidence of the
documentation of need, review by management and approval prior to the work
being authorized.

Our review of the change order process showed an effective documentation
process. However, the work above was performed and paid for without
documentation in the file that explained why the work occurred, what the
circumstances were that created the need for the work and the reason why this
work was not included as a bid item in the original write-up of the project.

We were informed that the homeowners raise issues during the project
construction phase that were not raised during the initial write-up of the project.
In addition, during construction, the HD staff may become aware of additional
needs that were missed during the write-up.

When such issues arise during the construction phase, it is important to fully
document the circumstances and approvals for this additional work. This is due
to the fact that, in hindsight, these additional items could have been bid upon by
the general contractor and economies of scale realized.

Liens

We reviewed the procedures followed for placing the required liens on properties
that receive Housing Rehab assistance. City Policy 906.2, Housing
Rehabilitation, lists the requirements for these liens. The policy lists the number
of years that the lien should exist based on the value of the assistance, with no
lien necessary for projects costing under $7,500. We found that while this policy
notes the reasons for creating the initial lien, there is no internal policy guidance
regarding what should occur for altering a recorded lien because of project
changes that affect the final project cost. Our review of nine project files showed
three cases where the lien amount was less than the total project cost.
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During our discussion and testing of this area, we found that the persons
involved were very conscientious and exacting in their processing of the liens
and mortgages arising for Rehab projects. They only lack specific written
guidance from management regarding the circumstances and expectations of
management with regard to the satisfaction and subordination processes.

In the three cases noted, the liens were processed timely with the latest
information on the estimated project cost. However, during the course of project
construction, various changes were made that raised the actual project cost
above the estimated project cost, and therefore, the recorded lien. It should be
noted that in three other cases, when the projects were completed for less than
the initial estimate, a partial release of mortgage or satisfaction of mortgage
(when the project was completed for less than $7,500) was properly performed.

More conclusive and documented guidance in this area is needed, as the

decision to change or alter existing liens is a policy decision that should be made
by management so that the intent of the City policy in this area is followed.
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Conclusions and Recommendations

In conclusion, a comprehensive analytical process has been performed which

relied on information provided by Housing Rehab personnel. Therefore, the
personnel 0s objectiveness and concern for
component of this review. We believe that the data in this analysis could be used

by Housing Management in the future to further improve its operations and

efficiency.

Based on the analysis performed, all conclusions and recommendations are
classified in three categories:

1. Organization
2. Documentation
3. Operation

Most recommendations were developed taking into considerat i on HD empl oye
opinions and feedback received during the brainstorming sessions and are
targeted to Il ncrease the Housing Rehab F
productivity.

Attachment 1 contains the studyos concl u:
actions and responses from HD for each of the above categories.
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Attachment 1 - Conclusions, Recommendations, Client Responses

# | Conclusion / Recommendation

Section 117 Organization

Reporting system support management controls needs to be formalized.

1. Formalize and enhance the system for reporting the most important project
informatonabout projectsd status and acco
reporting form could be created for individual Housing Rehab Specialists and
Housing Financial Specialists to be completed every month and contain
information about:

o Initiated, ongoing and completed projects

0 Status of ongoing projects T start date, current stage, issues and

required actions
o Accomplished activities and time allocated to those activities.

Client Response: Concur

The Interim Housing Development Program Manager will work with the Housing
Rehabilitation staff to review all current forms/documents and revise as necessary to
formalize and enhance the project reporting system.

Individual performance goals are not clearly defined or documented.

2. Consider setting regular performance goals for each employee based on
workload analysis and other relevant information. These goals could be
reflected in a periodic reporting form 1 with items to be reported and associated
goals (e.g., number of projects to be completed, number of applicants to be
verified, number of inspections to be performed, etc.).

Client Response: Concur

As part of the 2006/2007 Annual Performance Evaluations, each Housing Department
staff member will be tasked with establishing individual performance goals. Those
goal s will be incorporated with the dep

Position Descriptions do not clearly specify responsibilities.

3. Work with Human Resources Division to improve present Position Description
Forms to clearly reflect each positi

Client Response: Concur

As ©part of the Housing Departmentds re
Housing Rehabilitation Management Study, we are reviewing job descriptions of all
positions currently within the Housing Rehabilitation Section. We will request that the
Classification and Pay Section of Human Resources perform a desk review of each
position.

Communication of departmental goals can be improved.
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# Conclusion / Recommendation

4, Regularly communicate departmental goals at meetings and through individual
interactions with employees.

Client Response: Concur

As part of the 2006/2007 Annual Performance Evaluations, the Housing Department
Management wil | provide each staff me m
the upcoming fiscal year. Management will develop a project management tool that will
assist each Housing Department staff member with project time management, as well
as, assist staff track their goal performance.

Employee training and professional development can be improved.

5. Collaborate with staff on a professional development policy, considering the
impact of each function on overall departmental performance.
6. Adopt cross-training training practices where each specialist will have an

opportunity to develop basic skills in performing other functionally different jobs
within the department. This will provide flexibility in covering for a missing
employee or additional staffing in case of an unexpected high volume of work.

Client Response: Concur
As part of the Housing Departmentos 200¢(
staff member will be required to research and present training and development
opportunities that will assist them in their individual job performance and goal
attainment.

Section 21 Documentation

Current operational processes are not completely documented.

7. Develop Operating Procedures (i.e., internal procedures) for all critical steps of
the process described in the Rehab Process Flowchart (Attachment 2). The
following steps must be appropriately documented as separate operating

procedures:

o Intake

o Completion and verification of an application

0 Qualification assessment

0 Housing inspections (including final inspection and warranty issue)

o Work write-up

o Bidding process (including; quality specifications for contractors to meet,
contractorso selection, records m
rating)

o Closing

o Construction control (including notice to proceed and payment request)

Note: The format of an Operating Procedure should contain the following
chapters (an example could be provided upon request):

o Objective

o Field of application

0 Operational methods

33



# Conclusion / Recommendation

0 Tasks and responsibilities
o0 References
o Distribution.

Client Response: Concur with reservations

A detailed step-by-step flowchart for the Housing Rehabilitation Program was created
during the summer of 2006. We will review the flowchart and make any necessary
revisions to ensure that it addresses all critical steps of the Housing Rehabilitation
process.

Unofficial (self-developed) documents are being used by the employees.

8. Review all self-developed forms that are used by employees and incorporate
the most appropriate of them in the Operating Procedures.
0. Inform employees that all future documentation improvement suggestions

should be presented to management for review and approval.

Client Response: Concur
The Housing Development Management team will work with the Housing
Rehabilitation staff to create standardized operating forms.

Organization and circulation of project files can be improved.

10. | Improve the record sheet that is included in every work file to contain
traceability information such as:
0 project number
project status
initiation date
file transmitted by
file received by
date and time
0 initials

OO0 O0OO0Oo

11. | Revise the file system so that the Housing Financial Specialist and the Housing
Rehab Specialist can each process the file independent of the other. Rather
than moving the entire file through the department during the project, each
specialist would be responsible for his/her part of the file until their respective
stage of the process is complete. This will also allow supervisors to perform
parallel reviews ofwor ki ng documentation withouft
work.

Example: once the Housing Financial Specialist has completed the qualification
process, the Housing Rehab Specialist can begin the next process step.
However, it is not necessary for the Housing Rehab Specialist to be given all of
the documentation obtained during the qualification process. Only key applicant
information (applicant name, address, description of the problem) is needed to
create the Housing Rehab 8Byretaningthei st 0
gualification documents, the Housing Financial Specialist is able to control it
and continue processing while the Housing Rehab Specialist is beginning the
next stage of the process.
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# | Conclusion / Recommendation

Client Response: Concur

The Housing Development Program Manager will work with the Housing Rehabilitation
staff to develop a project tracking system that will be used by the each Housing
Rehabilitation Specialist to monitor projects without having to disturb the main (original
documents) project files. The interim Housing Development Program Manager will also
ensure that the main project files will include standardized tracking information sheets.

Procedures for the Housing Rehab inspection process need to be formalized.

12. | Document in Operating Procedures the inspections process, including the
required documentation for a complete inspection.

13. | Incorporate checklists for the Housing Rehab Specialists to use in the
inspection process. The developed document should contain:

o file number and other identification information

o items to be checked and looked for

0 assessment results (ranked or described)

0 comments

o other relevant information

14. | Explore the possibility of automating the inspection process through the use of
laptop computers.

Client Response: Concur

The Housing Department Management team will establish and prepare formalized
operating procedures for the Housing Rehabilitation inspection process. The
procedures wil |l be incorporated in the

Procedures for selection and monitoring of the contractors need to be
formalized.

15. | Revise Operating Procedures to incorporate the use and maintenance of the
Contractorods Register.

16. | Evaluate the performance of contractors at the close of each project and add

this information to the contractoroés
Client Response: Concur
The Housing Rehabilitation Program has

trade. Each new job is inspected for scope of work and is sent out to bid according to
the scope of work. All contractors on the list specific to the construction trade needed
for that job are giving an opportunity to bid. Sealed bids are opened by the Housing
Development Program Manager and witnessed by a Housing Rehabilitation Inspector
and the Housin g Accounting Specialist. The
Speciali st has created contractor fil eg
insurance, bid logs, Housing Rehabilitation Inspector contractor evaluations forms and
client comments.

Procedures for the lien satisfaction and subordination processes need to be
formalized.

17. | Document in Operating Procedures the processing of mortgages/liens including

35



# Conclusion / Recommendation

when and how adjustments to mortgages/liens should take place.

Client Response: Concur

The Housing Development Program Manager will work with the Housing Financial
Specialists to develop formal operating procedures for lien satisfactions and
subordination. The formal procedures will be incorporated into the Housing
De p ar t me ning&shabiitatiorsPolicies and Procedures.

Section 31 Operations

Housing Rehab processes could be better monitored and controlled.

18. | Develop system to prevent backlogs and the need to re-qualify applicants by
restricting the processing of applications until the Housing Rehab Specialists
are available to work on a new project. This will also require increased
monitoring of the Housing Financial Specialist to ensure they continue to be
productive on other duties while applicant processing is stopped.

19. | Monitor and control the development of each project through a regular projects-
in-progress review.

Client Response: Concur with reservations

A project tracking system was in place at the time of the Housing Rehabilitation
Management Study, as well as, weekly meetings of the Rehabilitation Staff. The
project tracking system will be reviewed and revised to ensure that proper monitoring
controls are in place.

Housing Rehab Program needs to improve planning capabilities.

20. |Revisetheapplicat i on i nt ake pr o-omefisst-saewavye df or
priority system, considering the following:

o Present work capacities

o Nature of the request

0 Available resources

21. | Sort the applications received according to the urgency of the rehab problem.
Requests received should be prioritized according to the urgent nature of the
problem rather than the order received.

22. | Inform all applicants of the current backlogs to avoid raising expectations and
making commitments that cannot be satisfied within reasonable timeframes
(depending on the nature of the request).

23. | Reorganize the waiting list so that it only contains applications that can be
completed within one year. All other incoming requests should be added to the
contact list (in the order received) and be contacted when an application on the
waiting list is completed.

Client Response: Concur

Effective October 1, 2007, the Housing Department will initiate an Open Enrollment
Process for the Housing Rehabilitation Program. The Open Enrollment Process will
eliminate the current Housing Rehabilitation waiting list. The Open Enroliment
Process will give the Housing Rehabilitation Staff the ability to improve planning
capabilities and more efficiently assist those in need of housing rehabilitation services.
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# | Conclusion / Recommendation

Too many re-qualifications are performed, raising process inefficiency.

24, |Review the possibility of extending

considered valid from present 60 days to 90 days (maximum allowed by HUD is
120 days). This will allow Housing Rehab Specialists enough time to perform
t he #fvhalokugho pr oces s4-stepeld) withih the estabitished 1
timeframe and will eliminate the number of clients that need to be re-qualified.

Client Response: Concur
The Open Enrollment Process will eliminate the need to re-qualify Housing
Rehabilitation clients.

Housing Rehab process can be improved by increasing coordination with the
client and the construction contractor.

25. | mprove the Acamml eotfi armmeamd priletcati or
revising the application forms to make them more customer-friendly and easier
to fill out, and taking as much information as possible over the telephone rather
than requesting it by mail.

26. |l mprovei dthepriddcess step (step 15) b
project walk-through and bid opening from 2 weeks to 7 business days. This
can be tested on smaller or less technically difficult projects.

27. | Continue efforts to assist the client with their responsibility to vacate the house
in advance of construction (step 31). In addition, a formal process of client
acknowledgement of the need for a timely move-out could stimulate the client to
begin arranging for temporary housing can storage of personal belongings
earlier. An initial improvement goal could be to reduce the move-out time from
the present 80 hours to 40 hours.

28. |l mprove the Acontractorés mobilizat:i
current mobilization time of 5 business days and considering reducing the time
to 3 business days for smaller projects. In addition, an evaluation of the

contractorso ability to begin work i
the bid evaluation process.
29. |l mprove t he Aconst r ystep i38)nby enforciogc ausent

construction time deadlines and by considering deducting retainage from
invoice payments on larger projects.

30. | Facilitate brainstorming sessions with Housing Rehab staff to review each
process step (see Attachment 4) to determine if any further improvements can
be made.

Client Response: Concur

The Housing Rehabilitation Section staff will facilitate a brainstorming session to
review each step in the process from the closing through to the notice to proceed. The
goal of the session will be to develop tools to improve the communication between the
client and contractor, i mprove the <con
move out process.
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Housing Rehab Specialist individual productivity can be enhanced

31. | Increase the fieldwork activity in the overall workday structure by reducing time
on other non-critical activities (communication, documentation, administrative
work) and setting a goal for the supervisor to reduce increase staff fieldwork.
The result will be more time performing inspections, which will increase
production.

32. | Improve the data input/processing time by enhancing computer skills and
training on the Xactimate software. Housing Rehab Specialists believe the
present time spent on this process could be reduced in half with more training.

33. | Improve communication time by assigning the supervisor to handle certain
issues (e.g., customer complaints after project completion, quality issues with
contractors, inquiries from elected officials and management) that consume
Housing Rehab Specialists work time.

Client Response: Concur

As part of the 2006/2007 Annual Performance Evaluations each staff member will be
required to develop individual goals for the upcoming fiscal year. Department
Management will develop a project management tool that will assist each Housing
Department staff member with project time management, as well as, assist staff track
their goal performance.

Bid advertising, opening and evaluation processes can be improved to increase
effectiveness.

34. | Improve the bid advertising process by requiring all contractors listed on
AContractorés Registero to receive u
advertising process in the Operating Procedures.

35. | Improve the controls over the bid opening process by documenting the date and
time of bid opening, the individual bid amounts, and the witnesses present at
the bid opening.

36. | Expand current bid evaluation criteria into areas that evaluate quality and
effectiveness of the contractor, using information documented in the contractor
evaluations.

Client Response: Concur with reservations

While there is current process in place for bid advertisings and openings, Housing
Management is aware that the process needs to be evaluated to improve internal
controls. The Housing Rehabilitation Program staff along with the Accounting
Specialist will work together to prepare standard operating procedures for bid
advertising and opening. Those procedures will be incorporated into the policies and
procedures for the Housing Rehabilitation Program.

No approval of additional work added to the project.

37. | Improve controls over all additional work not included in the bid specifications
by requiring such work to be approved in advance by Housing management
and by including detailed steps for the request, review, and approval process in
the Operating Procedures.

38



# | Conclusion / Recommendation

Client Response: Concur with reservations
While there is a formal process (Change Order) in place for the approval of additional
work, Housing Management is aware that the process needs to be evaluated to

improve internal controls.
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Attachment 2 - Proposed Rehab Process Flow Chart
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Attachment 3 - Housing Rehab Activity Flow
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