
Review Contractor Invoices for 
Common Overbilling Errors
Sometimes contractors accidentally overbill you. Less frequently, but still 
too often, they may even try to cheat you. Being the victim of overbill-
ing practices not only costs you lots of money, it can also lead to audit 
problems. Auditors pore over contractor invoices to make sure they back 
up the amounts you charge to the site operating account. If the auditors 
believe the charges aren’t reasonable, necessary, or properly supported, 
HUD could order you to reimburse the site for any charges it doesn’t 
accept.

	 To avoid unknowingly paying more for items and services than the 
amounts you thought you negotiated, or paying for items or services you 
didn’t order, look closely at contractor invoices. By correcting invoice 
errors, you can save a lot of money. We’ll tell you how to spot and correct 
overbilling errors to avoid paying too much for contractors’ services and 
possibly facing audit troubles as well.

f e a t u r e

(continued on p. 2)

M a i n t e n a n c e

Avoid Violations During HUD 
Inspections with Last-Minute  
Site Checkup
You may think that because you take good care of your site, conduct 
regular inspections, and promptly fix problems, you’re prepared for 
your site’s upcoming HUD inspection. But it’s important to give your 
site a last-minute once-over to make sure you catch any problems 
before the inspector arrives. Some of the easiest-to-avoid inspection 
problems can cost you big points or get you hit with a health-and-safe-
ty “ticket,” says Paul Crosby, director of maintenance with Gene B. 
Glick Company, Inc. But you can keep your score up and avoid these 
violations by taking an hour or two the day before your scheduled 
HUD inspection to check for and fix a number of these easy-to-repair 
violations, or at least make them appear less serious, says Crosby.

(continued on p. 7)

Seven Arrested in Housing 
Voucher Scheme
The alleged scheme unfolded after 
an individual approached a housing 
officer and offered bribes for Section 
8 housing vouchers last December, 
according to a spokeswoman for the 
Housing Authority of the City of Los 
Angeles (HACLA). The city current-
ly has about 47,000 vouchers, but the 
wait list is closed, making the vouchers 
extremely difficult to obtain.

	 According to the LAPD, the main 
suspect offered $2,000 for every client 
the HACLA advisor would approve for 
the vouchers. The suspect also asked 
that the criteria and screening process 
be waived on Section 8 applications.

	 The HACLA advisor alerted author-
ities, kicking off a major operation 
involving the LAPD Major Crimes 
Division Criminal Investigation, Ram-
part Division; housing authority inves-
tigators; and HUD. Seven suspects 
were arrested and $175,000 was recov-
ered during the arrests. The primary 
suspect has pled guilty to bribing a pub-
lic official.
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Require Cost Breakdowns and Documentation
Before we detail the common invoice errors, your site should have proper 
procedures in place, such as requiring a cost breakdown for contracting 
jobs before executing a contract. “In fact, all work should be covered by a 
contract that spells out the details of the work to be done, the time frame 
in which it is to be completed, and the specific cost,” says Mark Chrza-
nowski, compliance specialist at Gene B. Glick Management Co. 

	 These cost breakdowns memorialized within a contract provide the 
boundaries or basis for evaluating contractor invoices. The cost break-
down requirement applies even when executing a contract change order 
that’s outside the scope of the original contract.

	 For example, one Kansas City owner executed a contract change 
order without requiring contractors to provide the required cost break-
down of the proposals or completing the independent cost estimate 
before reviewing proposals. It had originally entered into a contract to 
replace 47 heating, ventilation, and air conditioning (HVAC) and hot 
water heater units in March of 2010. The change order was executed to 
wrap existing duct work with insulation to eliminate condensation dam-
age to the ceiling and light fixtures. The original contract required only 
the new HVAC units to be attached to the existing duct work and didn’t 
require replacement or improvement of duct work.

	 HUD Handbook 2210.18, paragraph 1.2(B)(4), states that modifica-
tions that change the scope of work beyond the original contract must be 
justified as noncompetitive or procured competitively. The owner didn’t 
justify the change order services as noncompetitive or procure the servic-
es competitively. The owner also didn’t require contractors to provide the 
required cost breakdown of the proposals submitted for the change order 
services. HUD Handbook 2210.18, paragraph 1.2(B)(4), also states that 
the owner must request a cost breakdown of the proposed cost.

	 Further, Form HUD-5370 states that contractors must break down 
proposals into direct costs, indirect costs, and profit. As a result, the 
owner couldn’t support the more than $10,000 in contractor and subcon-
tractor fees charged for administering the change order services [HUD 
Audit 2012-KC-1004].

	 In another audit, a Virginia owner was ordered to reimburse the site 
for unsupported contractor charges. Auditors found many instances of 
unreasonable or unsupported charges for amounts paid to maintenance 
contractors. For example, the site paid for work identified in its records 
as “siding,” but had no bill showing the costs for labor and materials. The 
site paid other contractors for “labor and materials” without getting a bill 
that described the work the contractors did. And the site paid one con-
tractor after he simply gave staffers an envelope stuffed with hardware 
store bills to justify the amount he asked for. The auditors required the 
owner to reimburse the site operating account for over $96,000 in unsup-
ported charges [HUD Audit Rept. 96-PH-212-1017].

Overbilling Errors (continued from p. 1)
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16 COMMON INVOICE ERRORS

Here are 16 common invoice errors that can result in 
overbilling and attract the probing eyes of HUD audi-
tors, along with our experts’ suggestions on how to solve 
them.

1. Work Only Vaguely Described

A contractor may send you an invoice with only a vague 
description of the work done. If you don’t know exactly 
what work was done, you won’t know if you’re being 
billed for the service you requested. You could be billed 
for work that you didn’t order, that isn’t your responsibil-
ity, or that wasn’t done.

	 Solution. If you get a vague invoice, ask the contrac-
tor for another one that describes in detail the work that 
was done. The word “miscellaneous” on an invoice is a 
red flag, and you should find out exactly what services 
and costs it includes. Compare the invoice to the cost 
breakdowns for the project in the contract, which should 
specify the breakdown of expense items by category and 
item names that must be used for invoicing, adds man-
agement consultant Doug Chasick, Chief Learning Offi-
cer at LeaseHawk.

2. Work Not Authorized

Sometimes a contractor will bill you for work you didn’t 
authorize it to do. The contractor may have gotten the 
go-ahead from one of your employees, even though the 
employee wasn’t authorized to give it. Or a resident may 
ask the contractor to do work and try to bill it to you.

	 Solution. If you’re being billed for unauthorized 
work, ask the contractor for the name of the person 
who authorized it. Chrzanowski recommends adopt-
ing a multi-level approval process to help ensure consis-
tent decisions and proper communications among all 
involved parties. For example, an owner might name a 
single representative to deal with contractor questions 
or issues as they arise, such as additional required work. 
And this person may be the same individual or different 
from the person responsible for supervising the work for 
the owner. The job supervisor would communicate with 
the contractors to ensure that they understand the own-
er’s expectations. 

	 If one of your employees authorized the work, 
instruct the employee not to authorize work again with-
out permission from the designated supervisor. If a resi-
dent authorized the work, tell the contractor that the 
resident had no right to authorize the work or to bill it 
to you. The best solution is to add a list or addendum 

to the contract that lists the specific designated people 
who may authorize additional work or change orders 
and what their spending authorization limits are. Also, 
the addendum should include a specific list of work that 
needs to be done along with “not to exceed” amounts 
for certain items that can’t be forecast to the penny, says 
Chasick.

3. Services Not Provided

A contractor may bill you for work or items it didn’t 
actually provide.

	 Solution. If you get an invoice for work you don’t 
remember being done, check to see if it was actually 
done. If you’re unable to check on it yourself, ask the 
contractor about the work in question. This way, you put 
the contractor on notice that you’re inspecting invoices 
closely and that you won’t accept any padding.

	 Be sure to document any disputed work. Chasick 
recommends taking photographs of incomplete jobs, 
sub-standard work, projects not authorized, or incorrect 
parts.

	 Example: A landscaper bills you for digging an irri-
gation ditch on your lawn, but you don’t recall having 
such work done. You go to the lawn and find no irriga-
tion ditch. If you bring this discrepancy to the contrac-
tor’s attention, it will probably correct the invoice and 
reduce your bill.

4. Work Not ‘Necessary’
Some contracts give your contractor the right to perform 
tasks and charge them to you when certain conditions 
are found or when work is “necessary.” For example, you 
may have contracted with a snow removal contractor to 
remove snow and bill the owner when at least an inch of 
snow had accumulated on the ground. But the contrac-
tor may have billed for snow removal when only half an 
inch of snow fell.

	 Solution. Check your contract to see how “neces-
sary” work is defined and whether you think the work 
billed on your invoice meets that definition. If it doesn’t, 
tell the contractor that you refuse to pay for it. It’s smart 
to include a clause in your contracts saying that contrac-
tors must get your written permission to perform neces-
sary work or work that hinges on certain conditions.

5. �Hours Worked and Number of Workers Not 
Specified

Sometimes a contractor will bill you for labor costs at an 
hourly rate, and either charge you for more hours than 

(continued on p. 4)
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it actually worked or for more employees per hour than 
actually worked on the job.

	 Solution. If the number of hours you’re being 
charged for isn’t specified in the invoice, ask the contrac-
tor for this information. Then ask the contractor how 
many people worked on the project. If either number 
seems too high, ask the contractor to explain. If you still 
have doubts about the number of people who actually 
worked on the project, ask your employees if they can 
recall how many of the contractor’s workers were on the 
job and when.

6. Labor Rate Incorrect

Sometimes a contractor will bill you for labor at a rate 
that’s higher than the contract rate.

	 Solution. If a billing rate seems incorrect, check 
whether it matches the rate set in your contract. If the 
contractor gets paid by the hour, your contract should 
set out the exact rate you’ll pay the contractor.

7. Subcontractors Not Used

A contractor may charge you for the use of a subcontrac-
tor when no subcontractor was actually used.

	 Solution. If you suspect that no subcontractor was 
used on the job, ask the contractor for the name and 
phone number of the subcontractor and call to find out 
whether it did any work.

8. Personnel Not Essential

Sometimes a contractor will bill you for the time of non-
essential personnel or trainees. You shouldn’t pay to 
train new employees, and you certainly shouldn’t pay for 
the time of employees who don’t work.

	 Solution. If you get a bill and the labor portion 
seems too high, ask the contractor exactly who was 
working on the project and in what capacity. If the con-
tractor says that a trainee was used, tell the contractor 
you don’t want the trainee’s time to be billed at the full 
rate. Try to find out whether everyone on the job was 
actually working. Ask your employees if they noticed 
how many of the contractor’s workers were actually 
working at the job site.

9. Hours Improperly Rounded Up

Sometimes contractors who are paid by the hour round 
up to the nearest hour, even if the contract requires them 
to bill you to the nearest 10- or 15-minute increment. If 
this happens once or twice, it won’t cost you too much, 
but the costs will add up if you get a lot of bills that are 
rounded up to the nearest hour.

	 Solution. If you’re being routinely billed for full 
hours of work and your contract doesn’t permit round-
ing up, ask the contractor to explain. If the contractor 
admits to rounding up, negotiate a reduction in your bill 
and tell the contractor you’ll no longer accept rounding 
up. If the contractor denies rounding up, put the con-
tractor on notice that you’ll be examining the invoices 
closely and monitoring the work time yourself.

10. Travel Time Overbilled

Sometimes contractors overbill you for travel time. The 
amount of travel time may be excessive or rounded up to 
the nearest hour.

	 Solution. If a contractor charges you an excessive 
amount for travel, ask what its travel schedule was. Say 
that you won’t pay for excessive travel time and that, 
even if the contract doesn’t say so, you want travel time 
rounded up to the nearest 10-minute increment, not to 
the nearest hour. For example, a snow removal contrac-
tor may be routinely billing you for an hour of travel 
time to bring its equipment to the site even though the 
equipment is being brought from only a quarter mile 
away. 

11. �‘Past Due’ Amounts Paid Up  
or Nonexistent

A contractor may bill you for amounts “past due” that 
you either have paid or have never been billed for.

	 Solution. If you get a bill for an amount past due, 
check your records to see if you were ever billed for that 
amount and whether you paid it. If it turns out you have 
already paid the amount and the check has cleared your 
account, show the canceled check to the contractor. If 
you haven’t been billed for that amount, ask the contrac-
tor for a copy of the original invoice, which should state 
what you were billed for.

12. �Double-Billing for Items Back Ordered or 
Work Not Begun

Sometimes a contractor will bill you twice for a back-
ordered item—once when it orders the item, and again 
when it receives the item. A contractor may also try to 
bill you either for work in progress or work that it hasn’t 
yet begun, and then bill you again after the work is done.

	 Solution. If you get a bill for work or items that seem 
familiar from a previous invoice, check to see whether 
you have already paid for them. If so, show the contrac-
tor the original invoice and the canceled check, if neces-
sary. To avoid this double-billing problem, you should 
pay for items only after you receive or use them and for 
work only after it’s actually done.

Overbilling Errors (continued from p. 3)
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13. Late Fees Not in Contract

Sometimes a contractor will bill you a late payment fee 
even if the contract doesn’t authorize such fees. It may 
also try to charge you interest on the overdue amount, or 
a fee for the cost of billing you twice.

	 Solution. If you’re charged a late fee or an interest 
charge, check your contract to see if it allows such fees. 
If it does, check to see whether you paid within the dead-
line.

14. Improper Taxes Computed

Sometimes a contractor will charge you for sales taxes 
that don’t exist, and then pocket the extra money.

	 Solution. Have your accountant double-check that 
all sales tax computations are legitimate.

15. Substituting Generic or Used Parts

A contractor may bill you for more expensive, brand-
name parts but actually substitute generic or used parts.

	 Solution. Make sure your contract specifies what 
kinds of parts the contractor will use. Ask the contractor 
for a copy of the invoice for the product that identifies 

the product’s brand name. Sometimes a product’s brand 
name is clearly visible on the product itself.

16. �Excessive Billing for Open-Ended Contract 
Terms

Some contract work has unknown or open-ended ele-
ments or responsibilities, such as the precise number of 
shingles a contractor will need to replace the roofs at 
your site. These kinds of open-ended contract terms can 
be an invitation to contractor overbilling.

	 Solution. To close up these open ends, it’s a good 
idea to require the contractor to specify “not-to-exceed” 
amounts or worst-case scenarios and include these 
amounts in the contract to limit the final tally. This way 
you won’t end up with outrageously high bills you didn’t 
anticipate.

Insider Sources

Doug Chasick, CPM, CAPS, Adv. RAM: Chief Learning Officer, Lease-
Hawk; 15211 N. Kierland Blvd., Ste. 300, Scottsdale, Arizona 85254; 
www.leasehawk.com.

Mark Chrzanowski: Compliance Support Administrator, Gene B. Glick 
Management Co., 8425 Woodfield Crossing Blvd., Ste. 300W, India-
napolis, IN 46240; www.glickco.com..

Assisted sites can amass a lot of 
legal expenses for site-related mat-
ters like evicting problem resi-
dents or drafting letters to comply 
with certain HUD rules. You can 
charge site-related legal expenses 
to your site’s operating accounts, 
but only if you comply with 
HUD’s rules on handling these 
expenses.

	 Auditors pore through your 
site’s records to make sure you 
have the documentation to back 
up the legal expenses you’ve 
charged to the site and that you 
haven’t charged any ineligible legal 
expenses. If auditors aren’t sat-
isfied that you’ve complied with 
HUD rules on handling legal 
expenses, you could end up hav-
ing to repay the site out of your 

own pocket for hefty legal fees, 
warns CPA and affordable hous-
ing expert Seth Strongin. Here are 
four tips for complying with HUD 
rules and avoiding having to repay 
your site’s operating account for 
ineligible legal expenses.

Tip #1: Make Sure Legal 
Expenses Are Site-Related
You may charge legal expenses 
to site accounts as long as they’re 
site-related, says Strongin. Legal 
expenses are considered site-relat-
ed if they relate to frontline opera-
tions or otherwise benefit the site 
and not the owner or management 
company, he notes. For example, 
you can charge the site for the cost 
of legal expenses associated with:

	 ■ Drafting letters to residents, 
contractors, or HUD;
	 ■ Preparing for and conducting 
eviction trials;
	 ■ Recovering costs of damages 
from residents;
	 ■ Drafting lease amendments;
	 ■ Enforcing a contract with a 
contractor;
	 ■ Appealing property tax 
assessments on the site;
	 ■ Defending against fair hous-
ing lawsuits; and
	 ■ Lead paint litigation, but 
only after the owner has fully com-
plied with HUD’s requirements 
and is “successful” in defending 
against the lawsuit [HUD Hand-
book 4350.1, par. 19-10].

(continued on p. 6)

Avoid Charging Ineligible Legal Expenses to Site’s 
Operating Account

Com   p l i a n c e
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Tip #2: Don’t Charge 
Owner-Related Legal 
Expenses to Site Accounts
You can’t charge the site for legal 
expenses that relate to issues of 
ownership, such as drafting part-
nership agreements or transferring 
ownership interest. Generally, 
legal expenses that benefit the 
owner and not the site are ineli-
gible and shouldn’t be paid from 
the site’s operating account, says 
Strongin. Instead, the owner must 
pay these expenses out of distribu-
tions or other non-site funds, he 
says. Other examples of ineligible 
owner-related legal expenses are 
those associated with:
	 ■ Converting a partnership to a 
limited liability corporation;
	 ■ Resolving disputes between 
partners; and
	 ■ Defending mortgage foreclo-
sure actions [Handbook 4350.1, 
par. 10-17].

	 What if the matter indirectly 
benefits the site as well as the 
owner? These legal expenses aren’t 
eligible either, Strongin warns. For 
example, you can’t charge the site 
for legal expenses associated with:
	 ■ Filing bankruptcy petitions;
	 ■ Drafting and negotiating loan 
workout agreements [Handbook 
4350.1, par. 10-17]; and
	 ■ Prepaying or refinancing 
mortgages and loans.

	 You also can’t charge legal 
expenses for matters that pertain 
exclusively to management com-
pany operations, such as defend-
ing nonsite-related employment 
discrimination lawsuits. If you do, 
auditors will most likely require 
the management company to repay 
site accounts [HUD Audit Rept. 
95-PH-212-1012].

Tip #3: Make Sure Legal 
Expenses Are ‘Reasonable’
HUD rules require that all site 
expenses, including legal expenses, 
be “reasonable.” This means that 
you can’t charge legal expenses for 
an attorney who charges exces-
sively high fees or whose fees aren’t 
related to the amount of work the 
attorney put into a specific matter. 
And you can’t charge the site flat 
fees for in-house legal work that 
exceeds the cost of outside attor-
neys’ fees in the area. If you do, 
HUD may require you to repay 
the site for excessive legal fees.

	 This happened to the manag-
ing agent of several assisted sites 
in Michigan. The agent used its 
own legal staff to handle evic-
tions, rather than hiring outside 
attorneys. The staffers wrote and 
filed eviction notices and attended 
court hearings. The agent charged 
the sites a flat fee of $35 for each 
case the staffers worked on plus an 
hourly rate for staff time ranging 
from $40 to $110. HUD auditors 
said these charges were too high.

	 To prove this, the auditors 
checked the bills of the agent’s 
outside attorneys (the agent later 
started using outside attorneys to 
do the same eviction work its in-
house staff had done). Unlike the 
agent, the outside attorneys sim-
ply charged a fee based on hourly 
rates, with no flat fee added. The 
average fee for a case was $37, far 
less than the agent’s fees. The audi-
tors calculated that the excessive 
legal expenses totaled $102,385. 
The auditors said the agent had 
to repay this amount to the sites’ 
operating accounts [HUD Audit 
Memo 96-CH-212-1807].

	 To make sure you’re not charg-
ing excessively high legal expenses 
to your site’s operating account, 
do some research into legal fees 

in your area. For example, call 
your local bar association, and ask 
other sites in the area what they 
pay their attorneys. Also, take 
steps, such as setting fee caps or 
limiting telephone conversations 
with your attorney, to limit your 
legal expenses.

Tip #4: Demand Detailed 
Bills to Support Site 
Charges
It’s important to keep sufficient 
documentation of your site’s legal 
expenses so auditors can deter-
mine the nature of the legal work 
and whether or not the expens-
es qualify as site-related, says 
Strongin. If they can’t make this 
determination, you could end up 
having to repay any unsupported 
amounts, he warns.

	 So ask your attorney to give 
you a bill that carefully item-
izes the services performed and 
the cost assigned to each service, 
says Strongin. How much detail is 
enough? Auditors should be able 
to tell what work was performed, 
when it was performed, the site to 
which the work related, and the 
names of any residents involved. 
Don’t accept a shorthand descrip-
tion like “trial preparation” or 
“lease drafting.” Instead, the bill 
should say something like:

Aug. 9, 2012: Preparation for Aug. 
23, 2012, trial re eviction of resi-
dent Poe from Unit 5J at Shady 
Acres—$500; or

Sept. 7, 2012: Drafting lease 
amendment for Shady Acres 
re drug-related activity by resi-
dents—$250.

Insider Source

Seth Strongin, CPA: Seth D. Strongin, 
CPA, PC, 704 Sharon Valley Ct., Atlanta, GA 
30360; sstrongin@earthlink.net.

Compliance (continued from p. 5)
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	 We’ll tell you where to look for 
problems and what our experts 
say to look for during a last-min-
ute inspection of your site. We’ll 
also give you a Model Checklist: 
Use Pre-Inspection Checklist for 
Resolving Last-Minute Problems, 
that you can use to make sure you 
avoid frustrating point losses for 
easy-to-repair violations.

Where to Look for 
Problems
HUD inspects all areas of your 
site, so you should walk through 
all areas to look for problems. 
Here’s where to look:

	 Site grounds and building exte-
rior. Look for problems outside on 
your site’s grounds and the exterior 
of the building.

	 Interior common areas. Look 
for problems in the site’s interior 
areas. Depending on the size and 
layout of your site, you may have 
to check for and repair items in 
the following interior areas: lobby; 
office; community rooms; base-
ments/closets/storage; garbage 
areas; laundry room; kitchens; 
halls/stairs; restrooms; day care 
facility; and other common areas.

	 Vacant units. HUD will inspect 
vacant units at your site, so look 
for quick-fix items in these units, 
says Crosby.

	 Occupied units. HUD will 
also inspect occupied units. But it 
may be difficult for you to inspect 
these units at the last minute, 
says Crosby. You probably won’t 
have enough time to give resi-
dents notice of your last-minute 
inspection so that they can pro-
vide access, and then inspect all 
the units at your site the day before 
the HUD inspection. Instead, try 
targeting a few occupied units in 

each building for your last-minute 
inspection.

What to Look For
You probably won’t have time to 
catch—and fix—every type of vio-
lation during a last-minute inspec-
tion, says Crosby. This isn’t the 
time to deal with violations that 
require expensive special equip-
ment and experts to repair—you 
should keep on top of those prob-
lems as part of your site’s ongoing 
maintenance and self-inspections, 
he says.

	 So focus on the easy-to-fix vio-
lations instead. You can do most 
of the following tasks without any 
special maintenance training and 
for very little cost. Others may take 
just a few minutes of your mainte-
nance staff’s time to fix. Here are 
some items you should do before 
an inspection to avoid losing 
points unnecessarily:
	 ■ Trim vegetation growing 
through fences or into sidings and 
tree branches growing too close to 
buildings;
	 ■ Mop up puddles in walkways, 
parking lots, roofs, and other parts 
of your site;
	 ■ Pick up litter and garbage;
	 ■ Remove or spot-paint 
small patches of graffiti (larger 
areas may require experienced 
contractors);
	 ■ Replace broken or burned 
out lightbulbs;
	 ■ Clear exit doors and windows 
of obstructions;
	 ■ Clear fire escapes of 
obstructions;
	 ■ Clear electrical panels of 
obstructions;
	 ■ Replace missing or broken 
electrical switchplates and outlet 
covers;
	 ■ Clear furnace/electri-
cal rooms of storage and other 
obstructions;

	 ■ Adjust water heater pressure/
temperature to proper levels;
	 ■ Properly align misaligned 
HVAC vents;
	 ■ Reset ground fault interrupt-
ers (GFIs);
	 ■ Fix leaky faucets;
	 ■ Fix running/clogged toilets;
	 ■ Unclog sinks and tubs; and
	 ■ Check for inoperable smoke 
detectors and replace batteries as 
needed.

Use Checklist to Cover  
All Items
Use the checklist to make sure 
you’ve made the repairs listed 
above as needed. The day before a 
scheduled HUD inspection, walk 
through the exterior and interior 
of your site with your maintenance 
supervisor. As you go through 
each area of the site, check off 
any items that now pass inspec-
tion—whether because they were 
taken care of before your inspec-
tion or because you just took care 
of them. If an item needs follow-
up, red circle its checkbox. Check 
off the red-circled items as you 
either complete your own quick-fix 
repairs or confirm that site staff 
has completed them.

	 Our checklist is divided into 
two parts: one for site grounds 
and building exterior areas, and 
one for areas inside the site. You 
should perform the tasks listed 
under “Site Interior” for all appli-
cable areas, including the lobby, 
office, community room, base-
ments, closets, storage areas, 
garbage areas, laundry room, 
common area kitchens, halls 
and stairs, restrooms, day care, 
other common areas, and vacant 
or inspectable units. This means 
you may have to fix certain items 
in multiple areas of the site. For 
example, leaky faucets are a vio-

Maintenance (continued from p. 1)

(continued on p. 9)



Site and Building_____________________________________________________________________________________________________________

Inspected by_______________________________________________________________________________  Date_ ____________________________

GROUNDS/BUILDING EXTERIOR

front	 back

Overgrown vegetation/tree branches trimmed

Puddles mopped up

Litter/garbage picked up

Graffiti removed/spot painted

Lightbulbs replaced

SITE INTERIOR

Puddles mopped up

Litter/garbage picked up

Graffiti removed/spot painted

Lightbulbs replaced

Exit doors/windows unblocked

Fire exits/escapes unblocked

Electrical panels unblocked

Electrical switchplates/outlet covers intact

Furnace/electrical rooms cleared of storage, other obstructions

Water heater pressure/temperature checked and adjusted

HVAC alignments checked and corrected

Ground fault interrupters (GFIs) reset

Leaky faucets fixed

Running/clogged toilets fixed

Sinks/tubs unclogged

Smoke detectors checked/batteries changed

Quick Pre-inspection Checklist

INSTRUCTIONS: Use this checklist of last-minute items to help 
prepare for our upcoming HUD inspection. As you walk through 
the site, check off items that pass inspection or that you took care 
of during the walk-through. When you find an item that you can’t 
take care of until after the walk-through, red circle the checkbox 
next to it. Check off these red-circled items as you or other staff 
members complete repairs. You should complete the “site interior” 

checklist for all applicable areas, including the lobby, office, com-
munity rooms, basements, storage areas, laundry room, common 
area kitchens, halls and stairs, other common areas, and vacant or 
inspectable units. Do not use this checklist as a substitute for our 
more thorough regular self-inspection. Use it only as a last-minute 
check for easy-to-fix inspection violations.
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M od  e l  C h e c k l i s t

Use Pre-Inspection Checklist for Resolving Last-Minute Problems
Here’s a checklist that you or your site’s maintenance staff 
can use to look for and fix last-minute problems before 
your HUD inspection. You can adapt the checklist for 
use at your site. As you go through each area, check off 
any items that passed inspection to start with or that you 

fixed during the walk-through. When you find an item 
that you can’t take care of until after the walk-through, 
red circle the checkbox next to it. Check off these red-
circled items as you or other staff members complete 
repairs. Keep the completed checklists on file.
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lation whether they occur in your 
site’s common area kitchen or in a 
unit kitchen. So make sure you’ve 
fixed any leaky faucets in that 
area, as well as in any unit you 
inspect.

	 Also, don’t forget to give your 
site a thorough cleaning to give 
HUD inspectors a good first 
impression of your site—wipe 
down window sills, office equip-
ment, laundry machines, and light 
fixtures; mop floors; and vacuum 
carpeting. Even a slightly dusty 
site sends the message that you 

don’t care about your site and 
gives inspectors reason to look 
harder at your site’s overall physi-
cal condition.

Insider Source

Paul Crosby: Director of Maintenance, 
Gene B. Glick Co., Inc., PO Box 40177, 8330 
Woodfield Crossing Blvd., Indianapolis, IN 
46240; www.glickco.com.

Maintenance (continued from p. 7)

➤ �Owner Must Show Material 
Noncompliance with Lease

Facts: The lease between an owner and a Section 
8 resident included an addendum providing that         
“[t]he owner shall not terminate the lease except for ...      
[m]aterial noncompliance with the lease.” The adden-
dum further specified that before terminating the 
lease, the owner must give the resident written notice 
stating the date of termination, explaining the rea-
sons for the termination, and notifying the resident of 
her right to present defenses in a court action.

	 The owner served the resident with a 10-day notice 
to comply with the lease or vacate. The notice alleged 
several violations of a house rule requiring that “bal-
conies and patios shall be kept neat and clean at all 
times.” The notice stated that a plywood panel along 
the inside of the resident’s balcony deck railing vio-
lated this regulation. She was directed to remove the 
plywood and to take action to prevent materials from 
falling through her deck within 10 days or to sur-
render possession of the premises. The resident was 
informed that she had the right to “defend this action 
in a court of law” and the right “to discuss this termi-
nation with the landlord” within the 10-day period.

	 The resident cleaned the deck and covered the 
decking with a plastic tarp. She conveyed to the owner 
several reasons for the presence of the plywood, but 
the owner refused to exempt the plywood panel from 
the 10-day notice requirement. The resident removed 
the plywood 14 days after receiving the notice.

	 The owner then filed an eviction lawsuit. The trial 
court ruled for the owner, and the resident appealed.

Ruling: A Washington appeals court reversed the 
lower court’s decision and sent the case back to trial.

Reasoning: Because both federal law and the lease 
addendum prohibited the termination of a tenancy in 
the absence of a Section 8 tenant’s material noncom-

pliance with the lease, the trial court erred by deter-
mining that she had unlawfully detained the premises 
without first determining whether her conduct consti-
tuted material noncompliance.

	 The appeals court noted that every Section 8 lease 
had to include a HUD-required tenancy addendum, 
24 C.F.R. §983.256. The protections provided by the 
lease addendum and by federal law were properly 
considered as limitations to the state’s unlawful pos-
session statute. In order to determine if the tenant 
had unlawfully possessed the premises, the trial court 
was required to determine whether her failure to com-
ply with the owner’s notice to remove the plywood 
panel within 10 days constituted material noncompli-
ance with the terms of the lease.
■	 Indigo Real Estate Services, Inc. v. Wadsworth, July 2012

➤ �PHA Didn’t Prove Resident’s  
Violent Tendencies

Facts: A PHA filed an eviction lawsuit against a 
resident based on drug-related criminal activity and 
an altercation with a neighbor that disturbed other 
neighbors.

	 The resident was arrested for driving under the 
influence of psychotropic medication in August 2011. 
A year earlier, in September 2010, the resident had an 
altercation with her neighbor that led to the neighbor 
calling the police. The PHA alleged that the resident 
assaulted the neighbor.

	 In her affidavit, the resident denied ever assault-
ing the neighbor. Rather, the resident claimed that 
she confronted the neighbor because she believed the 
neighbor was trying to sell drugs to her daughter.

	 The PHA didn’t submit any affidavit supporting 
its version of events; it wanted the court to decide that 
even if the resident’s claim that she didn’t assault the 

(continued on p. 12)

R e c e n t  Co  u r t  R u l i n g s
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In this month’s feature, we discussed how to avoid audit 
trouble by spotting and correcting overbilling errors in 
contractors’ invoices. If you don’t review these invoic-
es, you could unknowingly pay more for items and ser-
vices than the amounts you thought you negotiated, 
or pay for items or services you didn’t order. By cor-
recting invoice errors, you can save a lot of money. We 
explained how to spot and correct overbilling errors to 
avoid paying too much for contractors’ services and 
possibly facing audit troubles as well.

	 In our article on making sure ineligible legal 
expenses aren’t charged to the site’s operating account, 
we explained that if auditors aren’t satisfied that you’ve 
complied with HUD rules on handling legal expenses, 
you could end up having to repay the site out of your 
own pocket for hefty legal fees. We gave you four tips 
for complying with HUD rules and avoiding having to 
repay your site’s operating account for ineligible legal 
expenses.

THE TRAINER
We’ll review the compliance issues raised in this month’s articles. Then we’ll give  

you a quiz to test your understanding of the issues discussed.

QUESTION #1

You get a bill from your contractor and the labor portion 
seems too high. What should you do?

a.	 Check to see whether the labor rate matches the rate 
set in your contract. If the number of hours you’re being 
charged for isn’t specified in the invoice, ask the con-
tractor for this information.

b.	 Ask your attorney to look into the matter.

c.	 Ask your accountant to look into the matter.

QUESTION #2

When is double-billing likely to occur?

a.	 When a contractor bills you twice for a back-ordered 
item—once when it orders the item, and again when it 
receives the item.

b.	 When a contractor bills you either for work in progress 
or for work that it hasn’t yet begun, and then bills you 
again after the work is done.

c.	 When your accountant reviews your contractor’s 
invoice and charges you based on how many errors it 
finds.

d.	 All of the above.

e.	 Both a. and b.

QUESTION #3

Your contract for a project should specify what kinds or 
brands of parts the contractor will use. True or false?

a.  True.	 b.  False.

QUESTION  #4

You suspect your contractor performed and billed you for 
unnecessary work. How should you determine whether 
the work was necessary and the bill is proper?

a.	 Check with the standards of the contractor’s trade 
association.

b.	 Check your contract for a definition of “necessary” and 
whether written permission from you was needed to 
authorize extra work.

c.	 Hire an engineer or other professional consultant to 
review the work and make a determination.

TRAINER’S QUIZ

INSTRUCTIONS: Each of the questions below has only one correct answer. On a separate sheet of paper, write down 
the number of each question, followed by the answer you have chosen—for example, (1) b, (2) a, and so on. The correct 
answers (with explanations) follow the quiz. Good luck!

Reviewing Contractors’ Bills; Avoiding Ineligible Legal Charges
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QUESTION #5

The owner of the site you manage is refinancing the site’s 
mortgage, and says you can pay the related legal fees 
from the site’s operating account. Is he right?

a.  Yes.	 b.  No.

QUESTION #6

Which of the following legal services will HUD allow you 
to charge to the site?

a.	 Preparing for and conducting eviction trials.

b.	 Drafting lease amendments.

c.	 Appealing property tax assessments on the site.

d.	 Defending against fair housing lawsuits.

e.	 All of the above.

f.	 Both a. and b.

QUESTION #7

You ask your attorney to give you a bill that itemizes the 
services performed and the cost assigned to each service. 
The invoice you receive includes the items “trial prepara-
tion” and “lease drafting.” Is this enough detail to satisfy 
HUD auditors?

a.  Yes.	 b.  No.

ANSWERS & EXPLANATIONS

QUESTION #1

Correct answer: a

Also ask the contractor exactly who was working on the 
project and in what capacity. If the contractor says that a 
trainee was used, tell the contractor you don’t want the 
trainee’s time to be billed at the full rate. And ask your 
employees if they can recall how many of the contractor’s 
workers were on the job and when.

QUESTION #2

Correct answer: e

If you get a bill for work or items that seem familiar from a 
previous invoice, check to see whether you have already 
paid for them. If so, show the contractor the original invoice 
and the canceled check, if necessary. To avoid double-
billing problems, you should pay for items only after you 
receive or use them and for work only after it’s actually 
done.

QUESTION #3

Correct answer: a

True. A contractor may try to bill you for more expensive, 
brand-name parts, but actually substitute generic or used 
parts. So in addition to specifying what brands will be used 
in the contract, ask the contractor for a copy of the invoice 
for the product that identifies the product’s brand name. 
Sometimes a product’s brand name is clearly visible on 
the product itself.

QUESTION #4

Correct answer: b

First, check your contract. Some contracts give your con-
tractor the right to perform tasks and charge them to you 
when certain conditions are found or when work is “nec-
essary.” Good contracts also include a clause saying that 
contractors must get your written permission to perform 
necessary work or work that hinges on certain conditions. 
If the contractor hasn’t gotten this written authorization for 
work it has billed you for, refuse to pay for it.

QUESTION #5

Correct answer: b

No. HUD says the owner must pay these expenses out of 
distributions or other non-site funds, even though the mat-
ter indirectly benefits the site as well as the owner. Other 
ineligible owner-related legal expenses include those 
associated with defending mortgage foreclosure actions, 
filing bankruptcy petitions, drafting and negotiating loan 
workout agreements, converting a partnership to a lim-
ited liability corporation, and resolving disputes between 
partners.

QUESTION #6

Correct answer: e

All of these legal expenses are legitimate, according to 
HUD. In addition, legal costs associated with drafting let-
ters to residents, contractors, or HUD; recovering costs 
of damages from residents; enforcing a contract with a 
contractor; and, under certain conditions, lead paint litiga-
tion are also expenses that can be charged to the site’s 
operating account.

QUESTION #7

Correct answer: b

No. Auditors should be able to tell not only what work was 
performed, but when it was performed, the site to which 
the work related, and the names of any residents involved. 
Don’t accept shorthand descriptions of the work.

TRAINER’S QUIZ
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neighbor were true, her version of the incident dem-
onstrates that she acted in a manner that disturbed 
the neighbors, which is in violation of the lease, which 
states: “Tenant shall not act or allow household mem-
bers or guests to act in a manner that will disturb the 
rights or comfort of neighbors.”

Ruling: A New York trial court ruled against the 
PHA and dismissed the case.

Reasoning: The court concluded that to allow the 
resident to be evicted for confronting a neighbor who 
she believed attempted to sell her daughter drugs 
would be ill advised. Also, the court ruled that the 
resident’s nonviolent driving under the influence of 
prescription medicine didn’t violate the lease.

	 The court wouldn’t set a precedent in which a resi-
dent is penalized for protecting the health and safety 
of her child. Further, the incident occurred almost 
two years ago. The resident hasn’t had any other alter-
cations in the duration of her 25-year residence at the 
site with other residents either before or after the inci-
dent in September 2010. While only one incident is 
sufficient to constitute “good cause” for termination 
of a lease, the PHA reaffirmed the resident’s tenancy 
numerous times since the incident, demonstrating 
that the incident wasn’t a major concern to the PHA. 
To terminate a 25-year tenancy due to this altercation 
would be inappropriate. Therefore, the court said, the 
PHA provided no valid legal basis for eviction.
■	 Town of Oyster Bay Housing Authority v. Wilicki, July 2012

➤ Owner Not Liable for Discrimination
Facts: An occupant sued the local PHA for discrimi-
nation for failure to lease him the unit in which he 
claimed he had resided with his mother before her 
death.

	 As a child, the occupant moved with his mother 
and her husband into the unit. But records show that 

he moved out of the unit in 1976. His mother contin-
ued to live in the unit after her son’s departure and 
until she died in July 2007. At the time of her death, 
she was the unit’s tenant of record and its sole autho-
rized occupant.

	 In early September 2007, the occupant visited the 
site’s management office and requested that he be 
allowed to succeed his mother as the tenant of record. 
He claimed that he had resided in the unit for 10 years 
and that his income was minimal. He admitted that 
his mother hadn’t listed him as an occupant in the 
affidavit of income that she had provided annually to 
the PHA.

	 In limited circumstances, after a tenant dies or 
leaves a unit, the succession by a remaining family 
member to the tenant’s lease is permitted. To obtain 
remaining family member status, the relative must 
lawfully have become part of the tenant’s household, 
obtain written permission from the site manager, have 
remained in continuous occupancy of the unit for at 
least one year from the date when written permission 
was given, and be otherwise eligible for public housing.

	 The PHA asked the court for a judgment without 
a trial in its favor.

Ruling: A New York district court ruled in favor of 
the PHA.

Reasoning: The court decided that the PHA had 
legitimate nondiscriminatory explanations for the 
denying the occupant’s request. The PHA’s records 
indicated that he had left the unit in 1976; his moth-
er had never sought to add him as a member of the 
household and that she hadn’t reported his occupan-
cy as was required in her annual affidavit of income. 
Therefore, he had never become part of the family 
composition—that is, he had never legally become 
a part of his mother’s household for purposes of the 
PHA’s remaining family member policy.
■	 Williams v. New York City Housing Authority, July 2012

Recent Court Rulings (continued from p. 9)


