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1. Purpose

This Public Housing Notice (PHN) provides guidance fer Local Housing Authorities (LHASs) seeking to
enter into a fee-fer-services agreement where one LHA takes responsibility fer managing another LHA’s
day-to-day operations and maintenance (referred to below as a “Management Services Agreement”). This
guidance supersedes the Department of Housing and Community Development (DHCD) Public Housing
Notice (PHN) 2018-89 and seeks to standardize and streamline approval of these agreements while
ensuring that the interests of both the LHA seeking assistance (the “@wner LHA”) and the LHA taking on
management responsibility (the “Management Agent”) are protected.

This PHN also provides guidance and contract templates fer LHAs seeking management assistance on an
emergency basis through engagement of an individual as a contract employee to serve as an interim
executive director. In special cases where an LHA contracts with a management cempany, the LHA
should reach out to DHCD fer guidance.
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What You Need to Know — Key Points

1. DHCD enceurages LHAs te submit new Management Services Agreements by the @wner
LHA’s budget submissien deadline. Agreements submitted after the deadline will require a
budget revisien.

2. Appreval ef Management Services Agreements will new include DHCD verificatien ef all

anticipated cests payable te the Management Agent, including Management Fee and charge-
backs.

3. DHCD will ne lenger review staffing and ether reseurce reallecatiens between LHAs except te
ensure there is a regular staffing presence at ®@wner LHA effices.

4. LHAs must agree te restere empleyment and cest allecatiens te pre-agreement levels in the
event that the management agreement is terminated or expires and is net renewed.

5. DHCD will verify that the @wner LHA and Management Agent LHA beards acknewledge
review efrelevant PMR and AUP materials prier te appreving a new management agreement.

6. DHCD sets standards and template decuments fer interim executive directer centracts, en an
emergency basis, with individuals as cenwract empleyees.

7. Revisiens and clarificatiens te DHCD’s submissien, appreval, and menitering standards te
premete sweamlined DHCD appreval and beard-level menitering.

2. What is a Management Services Agreement?

e General. A Management Services Agreement is a cenwact between twe (2) LHAs, in which the
Management Agent agrees te perferm all of the day-te-day eperatiens and maintenance activities
fer the ®wner LHA which is purchasing the services.

e Scope of Responsibilities. Management Agents are respensible fer all planning and implementatien
of all respensibilities of pregram adminiswatien, eperatiens, and maintenance of the @wner LHA
which is under management. Subject te existing LHA pelicy, the Management Agent is respensible
for the assignment, directien, and supervisien of existing staff (if any) and/er its ewn staff in
perferming these services. In exchange, the Management Agent is entitled te earn a negetiated
Management Fee frem the @wner appreved by beth LHAs’ Beards, up te the DHCD-published
maximum.



o Cost Limitations: The Management Fee, aleng with any charge-backs payable te the
Management Agent during the term of the agreement must fit within the ®wner LHA’s ANUEL.
DHCD will not grant budget exemptiens fer cests abeve the ANUEL except in very limited
circumstances based en exwaerdinary eperatienal challenges. In the event that the ®wner LHA has
made payment fer such cests te the Management Agent, DHCD will require the Management
Agent te repay that same ameunt te the ®wner LHA.

e Applicability: This guidance applies te LHAs that de net yet have a signed Management Services
Agreement appreved by beard vete as ef the date of this PHN. This guidance alse applies te
renewals of existing Management Services Agreements that will expire after the date of this PHN.

o Effective Dates: Management Services Agreements de net beceme effective until appreved by
DHCD.

3. What if an LHA Needs to Engage an Interim Executive Director, Instead of Signing
an Agreement for Management by Another LHA ?

® Inemergency circumstances an LHA may require immediate management. The Cenwract of
Empleyment fer Interim Executive Directer is meant te be used in emergency er unexpected
situatiens where the @wner needs immediate management and wishes te immediately engage an
individual net currently empleyed by any LHA, en a temperary basis, te serve as Executive
Directer while the LHA is actively seeking a new Executive Directer or Management Agent. Since
this agreement is intended as an interim measure, it will autematically terminate six (6) menths
after its effective date, with the LHA allewed te request, at maximum, a six (6) menth extensien.

4. Types of Agreements and Tem plates

e  General. This guidance includes agreement templates for use by LHAs fer the three main
categeries of management relatienships recegnized by DHCD. Using the apprepriate template will
cut dewn en the time required for DHCD te review and appreve the Agreement.

e Basic Management Services Agreement. This is a swaightferward cenwact fer use when
there are ne exwaerdinary eperatienal challenges at the ®wner LHA’s preperties er eperatiens,
as may be determined by DHCD. This agreement must be between LHAs, net individuals.
(Attachment A).

e Management Services Agreement with Management Work Plan. This Agreement is fer
®wner LHAS that, as a result of perfermance ratings and/er ether exwaerdinary eperatienal
challenges, may require extensive DHCD invelvement and technical assistance. DHCD
determines whether an @wner LHA falls inte this categery and will netify @wner LHAs
seeking a Management Agent whether this werk plan will need te accempany the cenwact.




If a Management Agent requests a time-limited budget exemptien abeve ANUEL te address
exwaerdinary eperatienal challenges at an ®@wner LHA, it must submit a management werk
plan fer DHCD te censider the request. Such requests, as neted abeve, will enly be censidered
and sranted en a very limited basis.

The Management Agent is respensible fer assessing the ®@wner LHA’s current eperatiens,
identifying deficiencies, and develeping a cemprehensive plan te address hew identified
deficiencies will be reselved te meet the ®@wner LHA’s expectatiens and regulatery
requirements. This agreement must be between the ®@wner LHA and the Management Agent,
net individuals. A Management Werk Plan template is included with this PHN, theugh LHAs
may erganize it in any fermat. (Attachment B).

Contract of Employment fer Interim Executive Director. This Agreement is fer use by an
LHA te hire an individual net currently empleyed by any LHA te manage eperatiens en a
temperary basis. This centract autematically terminates six (6) menths after its effective date,
with the LHA allowed te request, at maximum, & six (6) menth extension (Attachment C).

This Cenwact is net te be used te engage anether LHA eor a prefessienal management cempany
(cerperatien er partnership) as Management Agent. In the event that an LHA wants te cenwract
with a prefessienal management cempany, as eppesed te an individual, the LHA must ebtain
DHCD appreval ef a centact which shall require the cempany te maintain its ewn liability
insurance.

This Cenwract is net te be used for existing empleyees of the LHA whe may be temperarily
elevated te the pesitien of Acting Executive Directer in accerdance with PHN 2017-21 DHCD
Guidelines for Lecal Heusing Autherity Hiring ef Executive Directer. Acting Executive
Directers must agree te perferm the job duties set eut in the Executive Directer’s jeb
descriptien and may be paid ne mere than 105% ef their current salary. LHAs may net empley
an Acting Executive Directer for a peried lenger than 6 menths, which may be extended fer
anether 6 menths with written appreval frem DHCD.

Amendment fer Existing Agreements. Use this template during the term of the agreement te
change the management fee or te change the cenwact term (Attachment D).

Types of Agreements
Status of LHA Agreement Type | Maximum Term Ability to Management Work
being managed Extend Plan Required?
Beyond Term
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LHA with ne Basic Up te five (5) Ne.New Ne.
exwaerdinary Management years. DHCD

eperatienal Services appreved

challenges. Agreement Agreement

required.

LHA with Management Up te five (5) Ne.New Yes; ene for each
Exwaerdinary Services years. DHCD ®wner with

eperatienal Agreement with appreved exwaerdinary

challenges. Management Agreement eperatienal challenges

Werk Plan required. under management.
Emergency er Cenwact of As needed, up te | Yes, subject te As needed.
interim situatien Empleyment six (6) menths written request

necessitates with maximum anddDHCD

temperary six (6) menth Appreval.
management. extensien.

5. Management Services Agreement Fee Schedule

o  Fee calculations.

e For managing small LHAs (1-199 Units). Start with the Executive Directer Salary
Calculatien Werksheet te determine the maximum salary that ceuld be paid te a permanent
executive directer of the ®wner LHA. Use this result in the Management Fee Calculatien
Waerksheet te calculate the meximum management fee that an LHA serving as Management
Agent may charge en an annual basis. (Attachment E).

e For managing medium/Large LHAs or LHAs with extraordinary operational challenges.

The management fee will be negetiated between the twe LHAs in censultatien with DHCD.
Centact yeur Heusing Management Specialist (HMS) fer next steps.

¢ Interim Executive Directors: cempensatien fer interim executive directers are negetiated en a
case-by-case basis. Censult with yeur Heusing Management Specialist.

MANAGENMENT SERVICES AGREEMENT FEE SCHEDULE

Maximum Annual
Fee Management Agent May
Charge

Maximum Fee teward

Cenwact Type
s Executive Directer Salary

Small LHA managed by

Small LHA (1-199 Units) Up te @wner LHA Executive

Birecter Salary Maximum plus 25%

40% of Actual
Management Fee




Small LHA managed by Up te ®wner LHA Executive 30% ef Actual
Medium LHA (200 - 4949 Units) Directer Salary Maximum plus 25% Management Fee

Small LHA managed by

i )
Large LHA (500 - 999 Units) Up te ®wner LHA Executive 20% of Actual

Directer Salary Maximum plus 25% Management Fee

Medium er Large LHA managed by

LHA of any size. Censult with yeur Heusing Management Specialist (HMS).

Censult with yeur Heusing Management Specialist (HVS). BHCD
may, en a case-by-case basis, censider a reasenable fee swucture
and/er direct cest exemption te address identified deficiencies for

LHAs with extraerdinary eperatienal challenges.

LHA with exwaerdinary eperatienal
challenges managed by LHA ef any
size.

6. Executive Director Salary from Management Fee

e  General. The Management Agent may allecate a pertien ef its actual Management Fee, net te
exceed the maximum, teward its executive directer’s salary. It is the respensibility ef the
Management Agent te determine by a vete of its Beard the apprepriate pertien ef the actual fee
that it will allecate tewards executive directer salary.

e Calculating salary from fee. The maximum annual salary that the executive directer may receive
frem the Management Fee varies with the size of the Management Agent LHA, as shewn abeve.
Te cenfirm the size of the Management Agent LHA, use the tetal number of units and leased
veuchers in the Management Agent’s HAFIS Unit Ceunt fer the current fiscal year. Regardless of
calculated fee, Executive Directer’s salary including fee may net exceed an everall maximum,
currently $218,295, per PHN 2022-02e¢.

7. Staffing and Resource Allocations

e  General. DHCD will ne lenger review reseurce reallecatiens between LHAs entering inte a
Management Services Agreement. Beth LHAs may allecate their staff and ether heusing autherity
reseurces accerding te their agreed-upen needs and expectatiens, up te the appreved ANUEL.

e Restoration to Pre-Agreement Levels. By signing a Management Services Agreement, the LHAs
agree that any empleyment status and cest allecatien changes made in preparatien fer, er during
the term of the Agreement, will be fully restered te pre-agreement levels ence the Agreement has
terminated.


https://www.mass.gov/doc/phn-2022-02-fy2022-executive-director-salary-and-qualifications-schedule-0/download

o Staffing Plans. LHAs are expected te include a staffing plan as an exhibit te the Management
Agreement fer the benefit of each of the ®@wner LHA and the Management Agent and their
residents. The Staffing Plan dees net require DHCD appreval. Hewever, DHCD will net appreve
the Management Services Agreement if there is net a prepesed staffing presence (during heurs
epen te the public) at the ®@wner LHA’s effice during the ®@wner LHA’s regular business heurs.
DHCD will net appreve an agreement where there is a significant reductien in staffing presence
(during heurs epen te the public) belew the pre-agreement levels. DHCD will censider a reduced
presence of effice staff frem pre-agreement levels based en written justificatien frem the ®@wner
LHA en a case-by-case basis.

e Agreement-Funded Positions. LHAs serving as Management Agents may cever seme pertien ef
empleyee cempensatien threugh fees cellected threugh a Management Agreement. DHCD advises
each LHA te include in its persennel pelicy and any jeb pesting te be funded by a Management
Services Agreement an acknewledgement that: 1) empleyee cempensatien is funded frem
agreement fees, and 2) pesitiens are subject te reduced cempensatien, heurs, er eliminatien in the
event that the Management Services Agreement terminates.

¢ Dual Executive Director Employment. Where twe or mere LHASs are entering inte a
Management Services Agreement, the Management Agent’s executive directer must be under an
empleyment centract with enly the Management Agent LHA. DHCD will net appreve an
Agreement between an ®wner LHA and a Management Agent where the executive directer of the
Management Agent is a part-time executive directer of twe LHAs (a “Dual-ED LHA”) In this
circumstance, the executive directer must first limit empleyment te ene LHA befere DHCD will
appreve a Management Services Agreement. The executive directer may enter inte an empleyment
centract with the largest LHA by HAFIS unit ceunt. The LHA may then serve as Management
Agent fer the remaining LHAs.

8. Submitting a Management Agreement for DHCD Approval

Please nete that the belew appreval precess and requirements apply geing ferward frem the date of this
PHN; any agreements with beard vetes dated en or befere date of this PHN de not need te be resubmitted
using templates asseciated with this PHN.

a. Responsibility. Management Agents are respensible fer submitting the cemplete packet te the

®wner’s HMS fer appreval.

b. Timing of Submittal. LHAs are enceuraged te submit new Agreements and any Agreement
amendments te the ®wner LHA’s assigned HMS in tandem with the ®wner LHA’s budget by the
®wner LHA’s budget submissien deadline. If the LHAs reach agreement after the ®@wner LHA’s
budget submissien deadline, beth LHAs are expected te submit a budget revisien in tandem with
the Agreement. Budgets must be submitted in accerdance with the published DHCD Budget
Guidelines of each autherity’s current fiscal year.


https://LHA").In

¢. Required Infermation fer DHCD Approval. DHCD will begin its review ence all required
infermatien is received:

e @wner LHA’s budget submissien er the ®wner LHA’s and Management Agent’s budget
revisien;

e An exwact of beard meeting minutes with beard vete frem each LHA acknewledging receipt
and review of each LHA’s published AUP and PMRs and appreving the agreement;

e  Signed Management Services Agreement, with the fellewing as exhibits:
e Staffing Plan;
e Management Fee Calculatien Werksheet;
e Management Werk Plan (if applicable);

o  @ther decuments, if applicable:
e Exwact of beard meeting minutes with beard vete and accempanying executive directer
salary calculatien werksheet with Management Agent ED’s new salary;
e Signed due diligence memerandum ef understanding.

9. Submitting an Interim Executive Director Contract of Employment for DHCD
Approval

a. Timing of Submittal: While LHAs are enceuraged te submit new Centracts of Empleyment in
tandem with their budget submissien, we understand that due te the emergency nature of these
interim cenwracts this will net always be pessible. We ask LHAs te submit as seen as they have an
appreved beard vete.

b. Required Infermation fer DHCD Approval. DHCD will begin its review ence all required
infermatien is received:
a. Signed Interim Executive Directer Centract fer Empleyment;
b. Exwact ef beard meeting minutes with Beard Vete Appreving Centract;
c. Cenwacter Empleyee resume.

10. DHCD Standards for Approval and Monitoring

a. Management Services Agreement Approval Standards. Upen submittal ef all required
infermatien DHCD will cenfirm that the Management Services Agreement meets the fellewing
standardse

o The Agreement is signed, accurate, and cemplete.



11.

®wnere Agent LHA(s) vete acknewledging receipt and review of published PMR/AUPs and
appreval ef the Agreement.

Management Fee and executive directer salary frem the fee are within existing maximums, and
are calculated in accerdance with published guidance.

Management Fee and all anticipated charges payable te the Management Agent fits within the
®wner’s appreved ANUEL, witheut any need fer budget exemptiens.

®wner LHA includes all anticipated payables and charge-backs te the Management Agent in
the apprepriate acceunts as part of ®wner LHA’s budget submissiene revisien. A summary
tetal of these anticipated cests are included in the Dialegue Bex sectien of the budget. (Nete:
DHCD HMS staff will cenfirm that the Management Agent includes all anticipated fees and
charge-backs frem the Management Agreement in the apprepriate acceunts as part ef the
Management Agent LHA’s budget submissien/revisien).

Prepesed physical staff presence (during heurs epen te the public) at the ®@wner LHA’s effice
during regular business heurs. ®wner has previded justificatien if the prepesed staffing is
belew pre-agreement levels.

®wner / Agent LHA agree te restere empleyment and cest allecatiens te pre-agreement levels
in the event that the management agreement is terminated or expires and is net renewed.

The Management Werk Plan is cemplete (applicable fer LHAs using an Agreement with a
Management Werk Plan).

. Contract fer Employment for Interim Executive Director Approval Standards

The cenwract prevides a cempetitive fee for the services previded.

The individual’s resume includes recent experience in afferdable heusing management.

Monitoring Standards during Agreement Term:

DHCD expects that each LHA will meniter the Agreement threugh regular reperts as may be
determined by their Beards.

In suppert ef&¢. HA’s ewn menitering, DHCD will cepy the apprepriate LHA en
cerrespendence regarding these eccurrences:

e DHCD has appreved a change te the Management Agent’s Executive Directer.

e The @wner cannet afferd the Management Fee and any related reimbursements and
charge-backs within its appreved ANUEL.

Recommended Best Practices before Entering into an Agreement



Contact your HMS. The HMS will be able te previde the apprepriate Agreement template based
en the ®wner’s circumstance.

LHAs seeking management services. LHAs are enceuraged te establish an epen and public
search and selectien precess te evaluate and cheese a Management Agent. DHCD has previded an
eptienal template Management Agent Questiennaire that can be used te assist in vetting
prespective Management Agents as part of this precess (Attachment F).

Prospective Management Agents. Prespective Management Agents are enceuraged te use the
Memerandum ef Understanding (“M@®U”) prier te entering inte an agreement (Attachment G).
Under this M@®U:

o The prespective Management Agent is given the autherizatiens needed te access and inspect
ewner recerds fer up te 30 days prier te cemmitting te an agreement.

e During this time, the ®wner remains respensible fer previding day-te-day eperatiens. The
prespective Agent is net respensible fer day-te-day eperatiens and is net paid by the ®wner.

e DHCD’s appreval te enter inte the template M@®U is net required.

e The M@®U will autematically terminate at the seener of DHCD’s appreval ef the Management
Agreement er 30 days of the M@®U’s effective date.

o This M@U is net intended for use in interim eor emergency situatiens,; LHAs sheuld instead use
an interim executive directere censultant agreement.

Cost Considerations and Fee Structuring. ®wners sheuld weigh the cests/benefits of ebtaining a
Management Agent in lieu of hiring an executive directer and censider the fellewing when
negetiating a management fee:

o A base fee less than the maximum that steps up ever the cenwact term, based en:
e imprevements te AUP, PMR (e.g., reductien in TAR), and/er resident survey results;
e new er increased retained revenue,
e meeting or exceeding management werk plan targets;
e successful implementatien of special pregrams er receiving cempetitive funding
awards.

e Whether the cests inclusive of charge-backs payable te the management agent eutweigh the
cests ef hiring a new executive directer.

e Whether any savings are gained threugh ecenemies of scale.
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¢ Budget-neuwral measures like tying the management fee te changes in the ANUEL.
e Determine staffing plans and ether reseurce reallecatiens between LHAs.

o Identify all pessible charge-backs the Management Agent may charge.

e. Preparing the Contract

o Draft the Agreement and, if applicable, the Management Werk Plan. Be sure te tie the
expiratien date of the Agreement te the @wner’s fiscal year end.

e Prier te a Beard vete, previde the draft decuments te the ®wner’s assigned HMS te flag any
thresheld issues. Theugh net required, this may ultimately save time.

12. Amending an Existing Agreement

13.

General. During the agreement term, the ®wner and Management Agent may amend the term (up
te maximum five years) er the fee (up te the maximum) by signing the Management Services
Agreement Amendment. If extending er changing the term of the agreement, be sure te use
Attachment D and change the end date te ceincide with the ®wner LHAs’ fiscal year end. The
amendment dees net require DHCD appreval if it stays within maximum term and fee.

Option to Extend Agreement. The initial term ef the agreement is up te five (5) years. LHAs
must first receive DHCD appreval fer new agreements beyend the five (5) year term limit.

ANUEL changes during the term. LHAs may amend their Management Agreements during the
term of the Agreement te change the management fee each budget year in cenjunctien with the
change in the ®wner’s ANUEL published in the DHCD LHA Budget Guidelines. The
Management Agent Beard may alse vete te give the Management Agent’s executive directer a
salary increase based en the increased management fee, up te the maximum allewable fee, and net
te exceed the Executive Directer Salary Cap. If such change dees net exceed ANUEL and dees net
exceed Executive Directer Salary cap, LHA dees net need te submit an amendment te DHCD fer
appreval. In this circumstance, DHCD will review fer changes in management fee and executive
directer salary in the next budget submissien.

Managing Multiple LHAs

. Limits. There is ne fixed limit te hew many ®wners an LHA may manage simultaneeusly, se leng

as the management agent centinues te preperly manage the ewners and its ewn LHA, as shewn
threugh PMRs, AUPs, and Autherity budgets.
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b. Multiple Owner Work Plans. DHCD is remeving the expectatien of a Multiple ®wner Werk
Plan effective fer all new agreements submitted te¢ DHCD after the publicatien date of this PHN.
LHAs under an existing agreement with a Multiple ®@wner Werk Plan must centinue te adhere te
the existing cenwract.

14. DHCD Review and Approval Timelines

Managenment Services Agreement
a. 30 calendar days frem time LHA submits cempleted Management Agreement (with ne werk
plan) and required infermatien
b. 45 calendar days frem time LHA submits cempleted Management Agreement with werk plan and
required infermatien
c. 60+ calendar days frem time LHA submits agreement net en DHCD template

Interim Executive Director Contract
a. 20 calendar days frem time LHA submits cempleted Cenwact #f Empleyment using DHCD
template and required infermatien
b. 40 calendar days frem time LHA submits cempleted Centwact of Empleyment and required
infermatien N®@T en DHCD template

15. Templates and Technical Assistance:

Attachment A: Template Management Services Agreentent — Basic

Attachment B: Template Management Services Agreenient — Management Work Plan
Attachment C: Template Management Services Agreenent — Contract of Enployment
Attachment D:_Template Management Services Agreement — Aniendment

Attachment E: Management Fee Calculation Worksheet

Attachment F:_Owner Due Dilisence — Managenient Agent Questionnaire

Attachment G: Teneplate Agent Due Diligence — Menior andun of Understanding
Attachment H: Teniplate Board Vote for Management Agent

Attachment I: Template Board Vote for Owner
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