DEVELOPMENT: PART 3

OPERATIONS
FEBRUARY 7-9, 2023

This training is offered by the U.S. Department of Housing and Urban
Development (HUD) and the Office of Native American Programs,
under a cooperative agreement with FirstPic, Inc.
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Meeting Controls

Share content from

Mute/unmute the Start/stop the your laptop or
room microphone room video mobile device

Your meeting
join info (meeting

ID, participant ID,
Change your video and dial in)
display layout
Speaker View: switches
between active speaker
Gallery View: shows

settings (requires
app lock code)
Control PTZ camera
settings, presets, or
switch to secondary
camera

Start recording
to the cloud

Adjust room
speaker volume

View and manage the Leave the meeting or Invite by contact, email,
meeting participants end the meeting if host phone, or room system




INSTRUCTOR

Cielo Gibson
208-553-4321
cielogibson86@gmail.com




Start Video

H O |

Format Undo Redo

1 4

Participants New Share Pause Share Annotate

B Stop Share

Annotate instead of I 4

Whiteboard

Click Annotate to view the menu at the top. It doesn’t

appear by default as is the case when you share a
whiteboard.




Select, move or resize your
annotations. To select several

Click and drag
to erase parts

Save all
annotations on

annotations at once, click and Insert of your _ the screen as a
drag your mouse over them. Text annotation ‘ Undo ‘ Redo Delete ‘ screenshot
v . {,‘ _| )
Stamp Spatlghi Evager Format Unda
Switch to your mouse Insert lines, Insert Turn the cursor Change the formatting
pointer. It is blue when arrows, and icons into a spotlight options of annotations
then annotation tools shapes or arrow tools like colour, line

are deactivated. /

width, and font.
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Mew Hampshire

Yermont

Rhode Island

Connecticut

Mew Jersey
Delaware

Maryland
jWashingm1 D.C.

West Virginia

3. Virgin
Islands




Poll: | workasa/an...

Executive Director

Board Member

Tribal Council Member

. Occupancy or Housing Manager
Housing Counselor
Maintenance/Construction
Finance Officer

I 6 m mMm O O W »

. Consultant
ONAP Rep
J. I'am not sure what my job is




Poll: How familiar are you with operating |
programs?

A. Not at all

B. Somewhat

c. Good

D. Very Good

E. Very Very Good




HOW LONG
HAVE YOU
BEEN
WORKING IN
HOUSING?

e Zero to 6 months
« 7 to 12 months

* 1 to 3 years

* 4 to 5 years

* 6 to 10 years

* 10 years +



Poll: | want to learn about

Select all that apply

A. Operating Budgets

B. Management

C. Calculation tools to evaluate performance
D. Insurance

E. Useful life

F. I don’t know.




Course Objectives

* Discuss the need to adopt a plan for transitioning from development to operations.
* Distinguish between asset management and property management.

* Outline organizational structures designed to help managers achieve the entity’s
objectives on an ongoing basis.

* Describe elements of day-to-day operations.

* Recognize the process and need for policies and procedures.

* Apply tools to analyze a property’s performance.

 Examine an operating budget.

* Explain the function of housing counseling.

 |dentify key area to monitor.



Table of Contents
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Operations

* Asset Management

* Administrative Requirements
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* Organizational Design
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* Management & Operations
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Transitioning from Development to
Management



Is this a development or management issue?
-
=B
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Retrace Involvement in Development Process

* In order to appreciate the larger picture involved in the life cycle of
projects, it is helpful to take a step back and retrace some of the
major steps leading up from the Development side.

* Housing Management is involved in the process prior to the actual
point of transfer of records.

* Loan Management becomes involved in project operations at initial
occupancy

e Of course, there are variations, particularly with limited staff.



When Does - |
There are several stages in the life of an affordable housing property:
P ro p e rty » Pre-construction development

Management » Construction
» Rent-up

B e g | N ? » On-going management
TIME LINE

18-36 months 6—18 months 6—9 months

Development Construction Rent-up Management

When does property management really begin?

Experienced property managers and developers can usually cite many examples of affordable
housing projects that could have identified and avoided problems if skilled property
management mput was available at the early stages of development.
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Development
to

Management

* If the same people do development and
operations
* We rely on personal memory
* And then they leave with those memories
* If different people do development and
operations
* Need to share information back and forth

Either way there needs to be a process for the
organization to retain project development
information for efficient project operations.



Include Operations in Planning & Development

Ask maintenance for
input on best and
worst materials and
fixtures

Ask occupancy staff
and maintenance
about the most
loved/hated features
in prior homes

Let the Director and
occupancy know far
in advance if the
standard lease will
need revisions

Work with the intake
staff about adding
qguestions to the
application form to
capture required
data

21



ACTIVITY: What developmen
documents do you think need to
be handed over?



DOC
SE T

MENTS TO

RNED OVER




Regulatory Compliance

* Regulatory compliance may include
compliance with:

e Lender requirements
* Federal requirements

e State and local requirements




Monitoring and Reporting Requirements

* Make a cheat sheet!
* Comb though the financing documents
 List what reports are due and when
List what data is needed for those reports
Note if there are penalties for noncompliance
* Note how often inspections/monitoring visits will happen
* Put page & document references for each

* Who needs this at your organization?



Poll

* Financial Management Reports include all of the following except
(select all that apply)?

a. Monthly Work Order Report
b. Schedule of Court Filings

c. Proformas

d. Vacancy Report

e. Aging Reports



* Make another cheat sheet!

* Income eligibility requirements

* Any caps on allowable rent or sales
price

| ncome, Re nt, * Any resale or recapture restrictions
Sale,

* Any subsidy forgiveness for
homeowners

Ope rati()ns * Any operating requirements from

funders such as reserves or debt

Restrictions coverage ratio

e Put page & document references for
each

* Who needs this at your organization?
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As Built
Plans,
Materials
and
Warranties

As builts

Installed materials Warranties for
Site plan Building plans & fixtures — labor and
names, models materials

Make a timeline of warranty expiration dates

Check everything a few months before warranty expires

A 4

Who needs this at your organization?




Get Organized, So This Won’t Happen...

* Employee left, and the files are a mess

* We found three site plans showing different sewer pipe locations. Which
one was final?

* The water heaters are burning out at 4 years old. Are they under
warranty?

* We have a dispute with the funder, but
the contract refers to the grant
application, which we shredded after
two years

* We missed a reporting deadline
we didn’t know about




Poll

1. People managing and maintaining the development property need
to (select all that apply)?

Be prepared

Rely on personal memory

Be involved in the development process
Know what the development team knew

Q0 T o



Asset Manhagement



Section Objectives

*This section:
* Defines asset management
* |dentifies the three pillars of asset management
* |dentifies areas to monitor regularly



Asset Asset management ensures the long- term
Management viability and profitability of the asset.
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Goals of Asset Management

What are the goals of asset management????
v' Physical viability over time

v' Financial viability over time

v Regulatory compliance
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Physical Viability

* The quality of the building or physical asset is maintained
through:

* Planned maintenance schedule
* Planned replacements schedule

 Capital improvements to remain competitive



Capital

Improvement
Plan

The data for the Reserve Analysis was compiled from data
collected from 113 rental units currently maintained by TDHE

ANALYSIS OF PROJECTED MAINTENANCE

It is reasonable to assume that the following items will not require substantial replacement within a

15 year period.
Siding HVAC System
Electrical Wiring Insulation
Plumbing Pipes Cabinets / Counter tops

It is also reasonable to assume that the following items will require substantial replacement 15

years from initial occupancy.

Flooring Plumbing Fixtures
Locks Sprinklers
Paint Window Coverings
Selective Appliances Windows

ANALYSIS OF CAPITAL IMPROVEMENT RESERVE:
Capital Improvement Reserve
Multiplied by 12 months
Multiplied by 15 years
Divided by 10 units

$16,200 is the avg. per unit cost at the end of 15 years.

$900.00
$10,800.00
$162,000.00
$16,200.00
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Financial Viability

= The financial viability or profitability of the asset is ensured
by:
— Measuring against indicators
— Analyzing trends
— Ensuring reserves

— Assessing outstanding debt



Asset Management

Trend Analysis
[four estimate
Year 2011 | 2012 | 2014 | 2015 2016 2017 | What do you think is happening? | | 2018 |
# of homes 20 20 20 20 20 20
Average Rent Amt* 5400 $400 5400 5420 5425 5430
*Except renters cannot pay more than 30% of adjusted income per NAHASDA regulations
Gross Potential Rent $96,000 | $96,000 | 596,000 | $100,800 | $102,000 | $103,200
Total Rent Collected| 564,000 | $80,000 | $88,000 | $92,400 | $96,050 | 597,180
Collected % of Potential 67% 23% 92% 92% 94% 94%
Management & Admin $26,800| 5$33,400| 535,000| &36,050 $37,100( 537,500
Maintenance/Repairs 59,000| 512,000 518300 S18,150| 515,200 516,000
Water/Sewer $36,000 536,000 536,000] §$36,000[ 536,000 539,600
Reserve Deposits so| S4,000] S4,0000 S4,000] 54,0000 $4,000
Total Exp & Reserves| $71,800( $85,400| $93,300( $94,200| $92,300[ $97,100
NOI/(Operating Support) | ($7,800) ($5,400)| ($5,300) ($1,800)] $3,750 | $80
Turnovers 0 3 1 0 0 1
Months Vacant 0 6 3 0 0 3
Use of Resarves S0 | ($7,465)| (52,118) 50 50| [55,231)
Reserve balance 526,000 | 522,535 | 524,417 | 528,417 | 532,417 | 531,186
[Families on wait list | 116 67 | 63 | 71 | 78 | 82 |

Owverall, what do you think happened between 2011 and 2017 to explain the trends you see?

What do you want to investigate further and who will you ask?

What will you recommend for the future?




Development Budget to Operating Budget

* Need to know how much the project costs

* Need to know operating expenses

* Knowledge of the two budgets provides answers to the following
guestions:
* How much revenue will be generated by the project?
* What are the costs of other operating expenses?
* Are there sufficient funds for loan repayment?



Iy B C D E F G H 1 J K

ESTIMATED ANNUAL
OPERATING EXPENSES: YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEARS5| YEARG| YEAR7| YEARS| YEARO9| YEARI10

Real Estate Taxes

w

Advertising and Marketing

Utilities

Insurance

Administrative

Counseling

Legal Fees

Routine Property Maintenance

2 [INON-Routine Property Maintenance

Annual Compliance Audit

Collection Loss

Reserve
Other
TOTAL ANNUAL
OPERATING EXPENSES

Expenses per unit

Expenses per unit per month

ESTIMATED ANNUAL
OPERATING INCOME:

ental Income (monthly income X 12)

Vacancy Loss @ 7%

Collection Loss (10%)

EGI

Subtract Annual Operating Expenses ‘ ‘ ‘

NOI

I

AMOUNT AVAILABLE FOR DS




Monitor Strategic Issues

* The asset manager must monitor financial performance for:

* Consistent and increasing revenue

Ability to absorb cost increases

Unusual trends for specific costs

Sufficient and growing reserves

Debt coverage ratio

Anticipated changes in future years



|dentity

Operating
Expenses

Operating Expenses Per Unit

Garden Apartments
Marketing
Insurance 2%

5%

Administrative

5%
Taxes
Utilities i 32%
6% 2

Contract
Services
7%

Management
Fees
7%

Repair " Salaries
and Maintenance R and Personnel
9% 26%

Source: NAA 2018 Survey of Operating Income & Expenses; market rate, individually metered and recovery
system properties
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Key Documents to Obtain and Review

From private lender: From developer:
Loan review/analysis Development Budget
Appraisal Sources and Uses Statement

Operating Budget (pro-forma)

43



Development Budget (abbreviated example)

Development Costs Cost
Concrete S0
Masonry S0
Rough Carpentry S0
Finish Carpentry o)
Roofing S0
Sheet Metal S0
Doors S0
Windows S0
Tile Work S0
Cabinets S0
Appliances S0
Elevators S0
Plumbing and Hot Water S0
Heat and Ventilation S0
Air Conditioning S0
Electrical S0
Site Utilities S0
Roads and Walks S0
Site Improvement S0
Lawns and Planting S0
General Requirements SO
Building Permit SO
Builder Overhead S0
Builder's Profit S0
Bond Premium S0
Construction Contingency S0
TOTAL COSTS S0




Sources And Uses Statement

e Costs and funds to complete the project
e Helps determine how much funding needed to develop property
e Sources = funds to pay costs

e Uses = one-time costs
SOURCES = USES

When Uses are greater than Sources, you have a Gap.



Sources & Uses (partial example)

Amount

Month

A. Acquisition Costs
1. Land
2.  Existing Structures

B. Site Work (not included in construction contract)
1. Demolition/Clearance
2. Site Remediation
3. Improvements

C. Construction/Rehabilitation
Other Site Work

New Construction
Rehabilitation

General Requirements
Builder’s Overhead

Builder Profit

Performance Bond Premium
Construction Contingency

N AEWDN R
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Sources & Uses (partial example - cont)

SOURCES

Amount

Month

M. Interim Funding Sources
1. Predevelopment Loan
2. Acquisition Loan
3. Construction Loan
4. Bridge Loan (for equity)
5. Grants

N. TOTALINTERIM SOURCES

Permanent Funding Sources
Equity Pay-in

LIHTC Proceeds

Other Proceeds
Permanent Loan 1
Permanent Loan 2

6. Grants

e wbh e

P. TOTALPERMANENT SOURCES

Q. Cumulative Difference (Cash Position)
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Monitor Strategic Issues

The asset manager uses ratios to indicate how successfully a property is utilizing its assets to
generate revenues. ... Common examples include ratios to assess

e Unit turnover

¢ [nventory turnover

e Accounts payable & receivables ratios

e Cash conversion cycle - It is the time required for a business to turn purchases into cash receipts from customers.
e Collections

e \Vacancy

Appropriate budgeting

e Budget versus actual
e Financing requirements

48



Calculations for Asset Management

Occupancy Rate

Vacancy Rate

Turnover Rate

Breakeven

Mortgage Delinquency Rate
Loan to Value

Debt Coverage Ratio
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Calculations for Asset Management

* Occupancy Rate formula for a particular month is number of units
rented/number available to be rented X 100. For example, you may have
50 units rented of the total of 55 units.

50 / 55=.90X100=90%

* Vacancy Rate: Take the number of vacant units and dividing that
number the total number of units. The vacancy rate and occupancy rate
should add up to 100%. So if an apartment building has 300 units, and
30 units are unoccupied, it means the vacancy rate is 10%.

30/300=.01
.01 X 100 =10%
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Calculations for Asset Management

* Turnover Rate: Divide the number of tenants that move out in a 12-
month period over the total number of tenants that you have in that 12-
month period. Then, multiply by 100.

32 / 90=.35X100=35%

 Mortgage Delinquency Rate: Divide the number of loans that are
delinquent by the total number of loans held by the Recipient.

70 100=.70 X100 =70%



1. Calculate Occupancy Rate

Sundown Heights Subdivision has a total of 85 units rented out of its 95

total units. What is Sundown Heights Subdivision’s occupancy rate?

85 / 95=.89 X100 =89%

2. Calculate Vacancy Rate

What percentage of Sundown Heights Subdivision units are unoccupied?

11 /100 =.11
11 X100 =11%
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3. Calculate Mortgage Delinquency Rate

The Any TDHE holds 20 mortgage loans of which 4 are delinquent. What
is the rate of delinquency?

4 / 20=.20X 100 = 20%

4. Calculate Mortgage the Turnover Rate

In 2020, 12 tenants moved out of a total of 150 tenants. Calculate the
turnover rate.

12 / 150 = .24 X100 = 24%
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Key Rental Housing Requirements— Implications for Underwriting

e Project must be maintained for affordability period
—Rental income must be sufficient to operate property
e Sufficient income to pay expenses & debt service

e Sufficient income to save for reserves

—Property manager must maintain proper number of - assisted units and document tenant
incomes

—Grantee must have method of ensuring on-going compliance after subsequent
rents/sales

e Deed restriction or land covenant

e Follow sustainable underwriting approach



ACTIVITY: Affordable Housing Analysis

Operating Budget Development Budget

Gross Potential Rent $100,000 Hard Costs $600,000
Vacancy Loss ($10,000) Soft Costs $100,000
Net Rent $90,000 Other Costs $50,000
Other Income $5,000 TDC $750,000
Effective Gross Income $95,000 Maximum Loan ($429,000)
Operating Expenses ($50,000) Equity ($50,000)
Net Operating Income $45,000 Gap $271,000
Debt Service ($40,000) Public Subsidy ($271,000)
Cash Flow $5,000 Remaining Gap SO
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Market Rate Housing

Cash Flow

$10,000

Operating Budget Development Budget
Gross Potential Rent $140,000 Hard Costs $600,000
Vacancy Loss (510,000) Soft Costs $100,000
Net Rent $130,000 | Other Costs $50,000
Other Income $5,000 TDC $750,000
Effective Gross Income $135,000 Maximum Loan/. ($704,000)
Operating Expenses (560,000) EqV (546,000)
Net Operating Income $75,000 [Gap S0
Debt Service ($65,000)
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How Much Private Debt Can Be Supported?

e Private loan amount is lower of:
— Loan by LTV (loan to value) and

— Loan by DCR (debt coverage ratio)

e Loan by LTV =don’t loan more than lender could recover in foreclosure sale

e Loan by DCR = payments can’t be more than project can afford to pay

Must fill the gap between private loan & project financial need; otherwise, the
project will fail

57



Loan by LTV

e Loan to value (LTV)
— Loan amount = fair market value

— Usually no more than 60 -80%

e Higher = larger loan amount (and less

SSSS needed)

e Lower = less risky
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Fair Market Value

e Determined by an appraisal
e Evaluate the appraisal (Don’t just accept it as truth!)

— Three approaches

* [Income
e Comparable Sales

e Replacements Cost
— Ability of appraiser

— Looking at comparables
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LTV (1)

First position loans:

LTV = LOAN AMOUNT FAIR
MARKET VALUE

Example:

LTV = $100,000 = 71%
$140,000

Also:

80% = Loan Amount Loan = | $140,000 x
$140,000 80% =$112,000
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Loan By DCR

Debt Coverage Ratio (DCR) =

Net Operating Income + Debt Service

e Always>1
e Lenders typically want 120% or more of NOI

— Provides lender with cushion

e a.k.a. DSCR (debt service coverage ratio)
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ACTIVITY: DCR Example

Net Operating Income $11,000 Divided by
=1.22 DCR
Debt Service S9,000
WHAT IF?????
Net Operating Income $100,000
PErating - 1.01 DCR

Debt Service 599,000
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Determining Maximum Loan By DCR

£ Maximum Loan is a function of:
v"Maximum Debt Service
v Available term
v Available rate

Maximum Debt Service =

Net Operating Income + Max DCR Sll ,OOO + 1.22 DCR

= 59,016



Monitor Strategic
Issues

* The asset manager must review
records at least annually, including:

* Financing documents

* Reporting requirements

* Warranties



Watch for

Challenges

* Some challenges that may arise over time
include:

Resident turnover
Staff turnover

High vacancies
Financial weakness
Property deterioration
Community change
Attention from lenders
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Property
Management
Overview



By the end of
this Lesson,
you will be

able to:

Describe property management functions.

|dentify the functions of IHBG program
management

|dentify programs and their respective
characteristics

Develop goals for property management
List day-to-day operation tasks

Discuss and establish performance standards.
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Property
Management

Functions




WHITEBOARD ACTIVITY: Are You Ready for Property
Management

NO

* Do you have annual goals and
performance objectives?

e Can you explain your
organizational framework?

* Are you able to list all your
programs and their requirements?

e Can you identify specific
administrative requirements?
* What type of housing counseling

services do you need to assist
families?




WHITEBOARD ACTIVITY: Are You Ready for
Property Management

YES NO

* Have you determined your
staffing requirements

* Can you identify your properties’
routine maintenance needs

e Can you identify capital
improvements and associated
costs for the next five years?

e Can you describe your resident
service and supportive services
needs?
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Comply with all tribal and applicable federal,
state, and local laws and regulations,

ESta b I |S h Build capacity to provide an array of services
tailored to the needs of the community,
Property

Provide excellent service to all residents,

M an age me nt Maintain the property in superb condition,
Goals:

Keep expenses within the operating budget,

Explore opportunities for revenue growth or
expense reduction, and

Assess and address capital needs proactively.

Access funds and services to enhance the
ability to meet community housing needs.
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Which of the following applies to NAHASDA?

e Age Discrimination Act of 1975 (42 U.S.C
6101-6107) and HUD’s implementing
regulations in 24 CFR Part 146.

e Section 504 of the Rehabilitation Act of 1973
(29 U.S.C. 794) and HUD’s Regulations at 24
CFR Part 8.

* The Indian Civil Rights Act (Title Il of the Civil
Rights Act of 1968; 25 U.S.C. 1301-1303)

* Real Property acquisition requirements
subject to 49 CFR Part 24, Subpart B.




Which of the following applies to NAHASDA?

* Department of Labor Standards

* The Uniform Relocation Act.

* National Environmental Policy Act of 1969
(NEPA) (42 U.S.C. 4321)

* 24 CFR Part 584 CFR Part 50

e 2 CFR Part 2424 on the use of debarred,
suspended, or ineligible contractors

* Indian Self-determination and Education
Assistance Act (ISDEAA)



Estimation of Monthly Reserve - Single Family Home

5 Years Cost 10 Years Cost 15 Years Cost 20 Years Cost Cost for Lif
60 120 180 240 of Home
Exterior
Seal Driveway  $2,000 |Appliances $ 3,000 |(Doors $ 500 |Roof $7,000
Septic Pumping
(5yrs) $1,000 |Water heater $ 600 |Leechfield $10,000 |Furnace $3,000
Electrical
Outlets $ 300 Siding  $2,000
Interior Painting $ 1,000
Sump Pump $ 150
Septic Pump
(repl) $ 600
TOTAL COST  $3,000 $ 5,650 $10,500 12,000
MONTHLY COS' $ 50 $ 47.08 $ 58.33 $50.00 [ $ 205.42




Administrative
Requirements

2 CFR Part 200
File Management



§1000.26 What are the administrative requirements under
NAHASDA?

“Uniform Administrative Requirements, Cost Principles, And Audit Requirements for Federal Awards”, except for the
following sections:

(1) Section 200.113 applies, except that, in lieu of the remedies described in §200.338, HUD shall be authorized to seek
remedies under subpart F of this part.

(2) Section 200.302(a), “Financial management.”

(3) Section 200.305, “Payment,” applies, except that HUD shall not require a recipient to expend retained program income
before drawing down or expending IHBG funds.

(4) Section 200.306, “Cost sharing or matching.”

(5) Section 200.307, “Program income.”

(6) Section 200.308, “Revision of budget and program plans.”

(7) Section 200.311, “Real property,” except as provided in 24 CFR 5.109.

(8) Section 200.313, “Equipment,” applies, except that in all cases in which the equipment is sold, the proceeds shall be
program income.

(9) Section 200.314, “Supplies,” applies, except in all cases in which the supplies are sold, the proceeds shall be program
income.

(10) Section 200.317, “Procurement by states.”



§1000.26 What are the administrative requirements under
NAHASDA?

(11) Sections 200.318 through 200.326 apply, as modified in this paragraph (a)(11):

(i) De minimis procurement. A recipient shall not be required to comply with 2 CFR 200.318 through 200.326 with respect
to any procurement, using a grant provided under NAHASDA, of goods and services with a value of less than $5,000.

(ii) Utilizing Federal supply sources in procurement. In accordance with Section 101(j) of NAHASDA, recipients may use
Federal supply sources made available by the General Services Administration pursuant to 40 U.S.C. 501.

(12) Section 200.325, “Bonding requirements,” applies. There may be circumstances under which the bonding
requirements of 2 CFR 200.325 are inconsistent with other responsibilities and obligations of the recipient. In such
circumstances, acceptable methods to provide performance and payment assurance may include:

(i) Deposit with the recipient of a cash escrow of not less than 20 percent of the total contract price, subject to reduction
during the warranty period, commensurate with potential risk;

(ii) Letter of credit for 25 percent of the total contract price, unconditionally payable upon demand of the recipient, subject
to reduction during any warranty period commensurate with potential risk; or

(iii) Letter of credit for 10 percent of the total contract price, unconditionally payable upon demand of the recipient, subject
to reduction during any warranty period commensurate with potential risk, and compliance with the procedures for
monitoring of disbursements by the contractor.

(13) Section 200.328(b) through (d) and (f), “Monitoring and reporting program performance.”

(14) Section 200.333, “Retention requirements for records.”

(15) Section 200.338, “Remedies for noncompliance.”

(16) Section 200.343, “Closeout.”



2 CFR Part 200
Administrative
Requirements

5 CFR 200 , * Financial
Subpart D ,:5 Management
\ - Standards
f—
2CFR Y
200.317- | . Procqrement
7y Requirements
24 CFR
1000.26

ez ¢ Allowable

prart &  Costs

* Indian
| Preference

NAHASDA |

' * Self-

Monitoring
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Standards for Financial Management Systems

Standards include:

Federal Awards

Recipients must establish a chart

of accounts code, identifying the
following: ’

CFDA title and number

Federal award identification number
and year, name of the Federal
agency

Fiscal year awarded

Name of the pass-through entity (if any)
Classification system for charges and
disbursements

Federal Awards

Reporting

Disclosure

Standards for
financial
management
systems

Procedures
Accountability
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Standards for
Financial
Management

Systems (now
at 2 CFR §
200.302)

* |dentification of all federal awards

* Accurate, current, and complete
disclosure

Records — source and application
Effective control & accountability
Budget control

Written procedures — payment methods

Written Procedures — allowable costs




Records and Disclosure

The Recipient’s entity's records will be subject to the Freedom of
Information Act (FOIA) and applicable exemptions;

|dentifiable information will be kept confidential subject to
circumstances described in 2 CFR Part 200.337;

Recipients must disclose their cost accounting practices by filing
a Disclosure Statement when receiving more than S50 million;

and
All conflicts of interest, potential or real, must be disclosed.




Records

ldentifying the source and application of funds

Contain information pertaining to Federal awards,
authorizations, obligations, unobligated balances,
assets, expenditures, income and interest

Supported by source documentation
The Recipient’s obligation to account for its activities

Accept responsibility and disclose the results




Accountability Standards

Standards include:

" The Recipient’s obligation to account for its activities

= Accept responsibility and disclose the results
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* A financial plan for a Recipient’s project

* Must be prepared according to performance measures
for program evaluation

* Chart of accounts must be established to reflect job
and unit costs




Procedures

The Recipient must maintain written procedures
describing:

e Staff responsibilities
* Tasks

* Activities for Federal award implementation

e Costs must be:

e Reasonable
* Allowable
e Allocable




Reporting

The Recipient must maintain accurate, current, and complete disclosure of
the financial results.

* Maintain the following essential reports:
* Quarterly SF 425 financial status reports
* Year-end financial statements

* Audit reports

* Annual performance reports

e Self-monitoring

* Annual audits




Audits

Audits - (2 CFR Part 200 Subpart F and 24 CFR Part 1000.544 — 550)
New threshold: $750,000 Federal funds expended in FY
Independent auditor

In accordance with generally accepted government auditing standards
covering financial audits

Due 9 months after end of FY (must submit to clearinghouse and HUD
ONAP)




Comply with
Federal Cost

Written policies and procedures are

PflﬂClples necessary to ensure that costs are
reasonable, allocable, and allowable




NAHASDA PROGRAM: 2 CFR Part 200 Subpart E Cost Principles — ALLOWABILITY OF COSTS

Cost Principles

UG

2 CFR 200 COST TYPE DESCRIPTICON

421 Advertising ALLOWABLE if costs are incurred for recruitment of staff or trainees,
procurement of goods and services, and other specific purposes
necessary to meet the requirements of the NAHASDA-supported project or
activity.

41 Public relations ALLOWABLE if (1) costs are incurred for communicating with the public
and press pertaining to specific accomplishments which result from
performance of the NAHASDA pregram or (2) costs of conducting
communication and liaison necessary to keep the public informed on
matters of public concem such as nofices of awards, financial matters, etc.
costs

422 Advisory councils ALLOWABLE: Advisory councils or committees, such as Finance
Committees or Investment Committees, costs are allowable

423 Alcoholic beverages UNALLOWABLE.

425 Audit services ALLOWABLE. Periodic financial reviews are also allowable See
§1000.545.

426 Bad debts UNALLOWABLE - Bad debt and related collection and legal costs.

427 Bonding costs ALLOWABLE, when HUD requires bonding to protect its interest.

428 Collection of improper ALLOWABLE, to recover payments incorrectly made to employees,

payments tenants or contractors.

430 Compensation: Salary ALLOWABLE costs to the extent that the amount is reasonable in relation

and wages to the work performed.
ALLOWABLE if person providing consultant services in an employer-
employee type of relationship does NOT receive more than a reasonable
rate of compensation for personal services paid with IHBG funds.
Compensation CANNOT exceed the equivalent of the daily rate paid for
Level IV of the Executive Schedule. See §1000.26(b)(2).

431 Compensation: Fringe ALLOWABLE, however

benefits
NOT ALLOWABLE:
(1) Automobile costs for personal use are unallowable, regardless of
whether the cost is reported as taxable income to employees

432 Cenferences ALLOWABLE. (1) Costs for meetings, retreats, seminars, and

symposiums are allowable, which may include rental of facilties, speakers’
fees, costs of meals and refreshments, local transportation, and other
items incidental to such conferences. (2) Cost of IDENTIFYING (but not
providing) locally dependent care resources.

116
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Unallowable Costs Include . ..

= Entertainment " The cost of governing
= Contributions * Fundraising
= Liquor " Pre-award costs
= Donations " |Investment management
= Costs related to criminal or ~ ® ldle facilities
civil proceedings " Interest
= Lobbying = Bad debts, fines, and penalties

" |tems for personal use

m Costs incurred for
uncollectable receivables



Reasonable
COSt A cost is reasonable if it does not exceed what

a prudent person would pay, under the
circumstances prevailing at the time the
decision was made to incur the cost.




Poll

The prevailing cost of a complete set of snow tires is $1200. You are
offered a set of snow tires costing $4,000 because the studs use a
special set of “hard steel” studs. Is this a reasonable cost?

* Yes

* No



ACTIVITY: Cost Principles-Allowable/Unallowable

1. Subscription charges of $350 consisted of $150 for professional journals and $200 for
unsavory pornographic periodicals.

2. All advertising cost were incurred for purposes of recruiting staff.

3. Included in the $4,200 of miscellaneous expenses were:

a. Insurance the corporation is required to carry of $2,000.

b. Copying costs of a fundraising effort at $1,500.

c. Payment of $700 to a seedy individual for attempting to influence the outcome of a local referendum

4. TDHE used NAHASDA funds to pay for bad debt.

5. Equipment maintenance costs were for maintenance contracts on all office equipment
used by indirect staff.



lInsurance



NAHASDA Citation for Insurance

* (c) INSURANCE COVERAGE- Each Recipient shall maintain
adequate insurance coverage for housing units that are
owned or operated or assisted with grant amounts provided

under this Act.




Insurance

PROGRAM GUIDANCE 2014-03 (RECIP)
March 21, 2014 Page 2

Purpose: The intent of this guidance is to provide IHBG recipients with direction on the following: (1) When is insurance required? (2) What
insurance requirements apply, and when is insurance adequate? (3) What insurance requirements apply to contractors and subcontractors?
And, (4) What are other insurance requirements under NAHASDA?

When is insurance required and in what amount? Insurance coverage is required for housing units that are owned, operated, or assisted
with IHBG funds. Adequate insurance is insurance in an amount that will protect the financial stability of the recipient’s IHBG program. This
means that the recipient’s housing units and privately owned housing units that are assisted with IHBG funds must be adequately insured
for one of the two time periods listed below, whichever is longer:

the useful life (affordability period) of recipient or privately owned units, or
the term of a repayment or forgiveness agreement for all or part of the IHBG assistance for privately owned housing units.

Housing units assisted with IHBG funds must remain affordable for their useful life as determined by the recipient (affordability period), and
recipients must have a means of insuring their investment during this period. Therefore, as long as the useful life (affordability period) has
not expired, IHBG-assisted housing units owned or operated by the recipient must be covered by adequate insurance.



Insurance

Insurance for housing may be either a purchased insurance policy from an insurance provider or a plan of
self-insurance. Recipients may not require insurance on privately owned housing assisted with IHBG funds,
If there is no risk of loss or exposure to the recipient, or if the assistance is in an amount less than $5,000,
unless repayment of all or a portion of the assistance is part of the assistance agreement. If private
homeowners are unable to provide proof of insurance during the useful life (affordability period) of the
assisted properties, the recipient must take steps to insure the units in order to protect its IHBG investment.
This protection can be provided in a number of ways including:

] Purchase insurance for housing units that are owned, operated, or assisted with IHBG funds in an amount
that is adequate to provide replacement cost to protect the IHBG investment.

] Have IHBG-assisted, private homeowners provide proof of replacement insurance for the useful life
(affordability period) of the assistance received.

[J Purchase insurance for privately owned housing units in the amount of the outstanding balance of the
IHBG assistance provided.



Useful Life

* Program Guidance 2020-02 - clarify (1) what will be
considered “satisfactory to the Secretary”; and (2) what
constitutes an acceptable binding commitment.

* Provides samples to document useful life for housing
units assisted with IHBG funds, and replaces Program
Guidance 2014-09.



Minor Investments

»|f the period is less than a year it is not necessary to
record the written use restriction for purposes of
complying with NAHASDA.

» |t is good business practice to record the use
restriction for purposes of giving notice to
subsequent purchasers.




Binding Agreement

»Binding agreement satisfactory to HUD is

» A written use restriction agreement, developed by the recipient,
and placed on an assisted property for the period of its useful life

»Program Guidance 2020-02 provides sample
binding agreements




Ongoing Issues for Rental Housing

e Useful Life: Rental property funded with IHBG funds — must remain
affordable over its established Useful Life

* Tribe must describe in IHP the Useful Life for all IHBG assisted units




QUIZ:

You have provided a buydown of $60,000 to a homebuyer
who can qualify for a $200,000 mortgage loan. NAHASDA
requires that the $60,000 be secured by a binding
agreement. The Recipient decides that a 20-year soft 2"
meets the useful life requirements. How much is forgiven for
each year the homeowner owns the home?




Poll

Which do you believe would be a good management goal (select all
that apply)?

Provide excellent service to all residents

Keep expenses within the operating budget

Complete daily records filing

Asses and address capital needs proactively

Build capacity to provide services that meet the needs of the community

© o0 T o



Organizational
Design

Organizational Structure
Governance



Well-Defined
Organizations
Achieve Goals

Well-Defined
Organization
Implement

Effective Internal
Controls

THE GRAND SCHEME of THINGS:

o
%:ﬁ%d
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Management and Organizational Structure Objective

* Must establish an organizational structure assuring
* Implementation of key areas of authority,
* Appropriate lines of reporting, and
* Internal controls are sufficient to reduce risk and safeguard assets



Management and Organizational Structure - ONAP
Perspective

* The Council/Board members are responsible for ensuring:
 Policies are adopted and properly carried out
* Annual audits and self-monitoring are conducted

* Findings and issues are resolved in a timely manner by the Executive or Housing
Director



Management and Organizational Structure - ONAP Perspective

* The Council/Board members should:

* Have appropriate knowledge and experience to ensure the organization operates
in a legal and ethical manner

* Maintain its independence from management;
 Select and hire an Executive/Housing Director
* Approve the annual budget

e Act as community liaison



TDHE: Board. ..
Department: Council . ..

* Many factors to be considered
* Liability
* Accessibility to concerns, issues
* Knowledge of resources, issues
* Management capacity
* Degree of control
* Cost to operate




Governance




* Typical Board Responsibilities

» Set the strategic direction of the
organization

QO

* Ensure compliance with laws, regulations,
grants, etc.

e Approve annual budgets, financial reports,
and audits

GOVE rnance * Set spending and contracting authority

* No “magic number.” Based upon the
circumstances, including the ED’s
experience, tenure, history, etc.

* Review and approve expenditures in
excess of spending authorities

e Best practice: hire and retain competent
Executive Director (or CEO), then avoid
micromanaging




Governance

* Typical Board Responsibilities,
cont.

* Engage with the community
and understand local needs

e Articulate the mission;
implement through policies

e Review and approve policies
and policy revisions

* Where does the “buck stop” —
Board or Executive Director?



POLL: Governance-Board Responsibilities

1. Board Members are responsible for organizational performance. To
ensure employees are doing their jobs, the Board should review and
approve the annual performance evaluations for all staff.

TRUE FALSE

2. Board Member knows her brother is the best contractor that works in the
village. Board Member should urge the ED to contract with her brother’s
company because he does the best work.

TRUE FALSE



POLL: Governance-Board Responsibilities

3. Board member does not understand the financial reports ED provided
and believes the presentation could be improved. Should he ask ED to
make changes to the report?

TRUE FALSE

4. Board Member worked in construction for many years before retiring.
Because Board Member has special knowledge, he should review and
approve all plans and designs.

TRUE FALS



Policies



What is a Policy?

Policies and procedures provide for consistent and cohesive action on the part of
an organization.

A policy is a value or perspective that guides action.

Policies say what to do or states a desired outcome and help achieve fairness and
consistency.

Provide rules governing implementation of a process.



Purpose of Policies

* Ensure that all housing staff do things the same way, thus promoting
consistency and fairness while also minimizing the potential for disputes

or legal actions
* Provide a foundation for sound management and supervision

* Provide a basis for auditor justification



What is a Procedure?

Procedures tell what to do when to do it, and who is responsible for
doing it.

A procedure establishes the specific manner in which a function is to
be performed, assigns responsibility, and describes specific action,
whether it be answering a phone, setting up a file, determining
income, inspecting a property, preparing a form, or writing a report.



* A good set of written procedures increases the likelihood
that programs will be:

* Administered properly;

* Delivered in a way that staff know their responsibilities;

* Implemented in a manner that ensures performance

W hy are objectives are met according to the established policies;
Consistently delivered;

P roce d u reS Understood and trusted by the public;

Delivered efficiently, with as many households served as

Necessary? possible

More easily delivered by new staff with little
interruption to workflow; and

Understood and accurately described by staff, members
of the board and/or tribal council.




Required Policies

* Section 203 of NAHASDA requires that certain policies
be adopted.

* Rent

* Insurance

e Admissions & Occupancy
* Maintenance

* |nspections

e Conflict of Interest
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Essential Components of a Housing Policies

* Purpose
* Applicability
* Application

* Income and other eligibility requirements

e Calculation of assistance

* Preferences

* Selection process

* Verification requirement

* Waiting list requirements
* Amount of assistance

e Useful life

121



WAITING LIST POLICY




Examples of Preferences and Priorities

PREFERENCES PRIORITIES

1. Heads of household are enrolled
tribal members.

2. Tribal member head of household
with federally recognized
member cohead

3. Heads of household and children
who are members of a federally
recognized tribe

Income targeting

Creditworthiness
Elderly
Disabled family

Veterans




Homebuyer Priorities For Selection Sample

Priority # Priority

1 Families who can achieve mortgage readiness immediately.

Families who can achieve mortgage readiness within 1 to 6 months.
Families who can achieve mortgage readiness within 7 to 12 months.
Families who can achieve mortgage readiness within 13 to 18 months.
Families who can achieve mortgage readiness within 19 to 24 months.
Families who can achieve mortgage readiness within 25 to 30 months.
Families who can achieve mortgage readiness within 31 to 36 months.

Families who can achieve mortgage readiness within 37 to 42 months.




ACTIVITY 21: Poll

The purpose of the Waiting List is to establish service order based on all
preferences and other factors.

A. True

B. False




Selection Process

Applicant completes preliminary application to be determined eligible and placed on waiting list.

CJR  Applications updated annually.

n?n When unit is available, top two applicants notified and asked to be interviewed.

& Staff verifies applicant information.

\/ After verification, eligibility confirmed, offer extended, and unit assigned.
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Verification Forms

Should be comprehensive, but not complicated

Should ask secondary questions (are expenses reimbursed,
etc)

Should include a “false statement” statement

Must include a signed authorization for release of
information

AAHA A&O 127



Verification Requirements

* Income, assets and asset income

* |ncome exclusions

* Allowances and deductions

* Family composition
* Social security numbers

* Income exclusions, if, without that verification, a Recipient
would not be able to determine whether or not the income
is to be excluded
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Standard Verification Forms

s Cconsent to Release Information

smm Verification of Employment

s erification of Income

o= Verification of Trust Income

s Verification of Savings

= Verification of Pensions

=== Landlord Verification

Obtaining information for verification purposes, requires a signed consent for release of information from the
family member whose information is being requested.

AAHA A&O



Authorization for Release of Information/
Privacy Act Statement (form HUD-9886)

All adult family members & spouse must sign

Can be used between regular re-exams to verify unreported
income

Applicant’s certification that income & other information is
accurate and complete

AAHA A&O 130
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POLL: Policy or Procedure

POLICY PROCEDURE F'alr market rents for the_ area as publl.s.hed by HUD annually
will be used by the Recipient as the ceiling rents for low-rent

units.”

n POLICY n PROCEDURE
“Usually we use two people to conduct a Move-In inspection.”

“The tenant will be notified by staff that there might be
n POLICY n PROCEDURE charges for repairs, which will be added to the new unit bill as

additional rent.”

n POLICY n PROCEDURE “File labels will be typed by the receptionist and affixed to
the file folder.”




o0 wp»

N

moOoO®m>P

POLL

Who has to sign Release Forms for
verification?

Head of Household

Head of Household and Spouse

All household members over the age of 18
All household members

Which of the following should be verified?

Income
Deductions
Exclusions

All of the above
None of the above

3. Which clients will qualify for the Cullowhee Tribal
Affordable Homeownership Assistance Program? If a client
qualifies, write “Yes” on the space provided. If a client does
not qualify, write “No” in the space provided.

1. Client 1 is a tribal member married with one child,
makes $46,000 a year, and has a credit score of 600.
2. Client 2 is a non-tribal member, not married and has
no children, makes $40,000 a year, and has a credit

score of 650.

3. Client is a non-Indian essential family is married with
two children (all are non-Indian), makes $50,000 a
year, and has a credit score of 640.

4. Client 4 wants to buy an investment property.



Management and
Operations



So You
Inherited a
New

Program —
What’s the
Plan?

* |dentify programs

* Establish program goals

* Describe housing assistance type
* Beneficiaries

e Set income limits

* Establish staffing and employment
requirements

* |dentify special requirements
* |dentify multiple funders’ requirements
* Train staff
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Management Plan

* Explains how you intend to manage a property day-to-day AND
describes the

v

v
v

A NI NI

Properties to be served,
location, number
Functions to be performed
Qualifying criteria for
admissions and occupancy
Maintenance plan

Charges

Programs offered

AN N N N Y NN

Continued occupancy
Collections

Operating budget
Organization of staff
Funding

Fees

Special Requirements
Technology



Programs Menu Example

HOUSING ASSISTANCE PAYMENT
PROGRAM FUNDING TYPE BENEFICIARIES AGE REQs. TERMS INCOME SPECIAL RESTRICTIONS CALCULATIONS
CDA Member first priority; other Moderate & Over-Income
Low-Rent Housing NAHASDA Rental federally recognized Natives 2nd N/A Subsidized Low to moderate incomelfamilies can't receive the
priority same benefit as Low-Income
families Section 8
MH NAHASDA ) CDA Members N/A Subsidized Low to moderate income| . )
Lease w/Option to Purchase Discontinued 37 Act
HBE HUD/ROSS Housing Counseling All N/A N/A All 12 hours of class Grant
Financial Skills Development [NAHASDA Housing Counseling All N/A N/A All
class Grant
One-on-One Counseling NAHASDA Housing Counseling All N/A N/A All SR
ROSS Elderly-Disabled HUD e [CoRES DRIEICaE ICDA Members Elders 62 years + |Depends on service [Low to moderate income| . .
Management CDTHA residents Grant (Matching-NAHASDA)
Down Payment Assistance |[NAHASDA Mortgage Assistance ICDA Members N/A Low to moderate income| .
Conditional Grant
P.requ;?hfylng oo sec AR Homeownership; Rehab All N/A N/A All
Financing General Fund Grant
ICDTHA Residents first priority;
CDTHA Revolving Loan General Fund Other CDA Homeowners 2nd N/A Individualized Low to moderate income|
priority
Home Repairs Improvements Loan
CDT ELDERLY 55 FUND CDT Home Repairs Improvements 55+ N/A $10,000 MAX. Grant
Individual Development
ccount ROSS IAsset Building Home Purchaser N/A Savings Low to moderate income($2 to $1 Conditional Grant
Moderate & Low-Income
ICDA members by age first 70+ = 1st priority; families can't receive the
priority; other federally 55 to 70 years = same benefit as Low-Income
Senior Apartments NAHASDA Rental recognized Natives 2nd priority [2nd priority Subsidized Low to moderate incomeffamilies Section 8
Energy Efficiency (education, \Very low-income; State
Weatherization BPA insulation) ICDA members N/A N/A ICounty Area low-income |monitored Grant




System Requirements

File Seruers

Trained staff
Internet access

Computer network

Updated

technology/security

Current software
 Finance software

* Tenant accounts
receivable software

Maintenance/work
order software

Fixed asset software
Inventory software




Collections/Arrears/Evictions

Damage Repairs NAHASDA Homebuyers
Water Damage $18-522,000 * 40% of the 54 units pay $74.00
(latest $47,000) per month (admin fee only)

* 50% pay between S78 - S297 per
Move-out Maintenance/ month
Rehabilitation * 10% pay between S340 - S477 per
High $12,995; Low $103 month

Average 1,905 (over 48 units)

SAMPLE




Low Rent Low Rent

* Rent non-payments * 18% of the 300
" o L1t i occupied units pay
Collections ;J;;hthy nonhpa;;/ments $0 rent per month
Arrears e zoouse 15 * 48% payé between
. - ¢ - vacancies S]_OO -S100 per
EVICtIOnS ° Over 11 case plans month
e Stipulated * 34% pay between
Agreements S101 - S425 per
 Contract Rider month
Agreements

SAMPLE
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Maintenance Activity: ldentify Type of Damage

TDHE or Tenant TDHE or Tenant

11 07/10/2013

SAMPLE w1




Maintenance Activity

Frozen Pipes Water Damage

SAMPLE 102




Substance Abuse Activity

SAMPLE
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EXPENDITURES — What
are they?

* Admin

* Maintenance

* Insurance

* Legal

* Project 1 — Rental

* Project 2 — LIHTC

* Project 3—Homebuyer

* Program — Down Payment Assistance

UP

FENTAL RATES
COMMLUIICATION
WISELY
FROTECTION
FREE TIME

LA AR N LR N L

DOWN




FUNDING SOURCES

CIHA 2014 Projected Funding Sources

$50,000

$500,000

$300,000

$3,899,893
$4,049,766

0O IHBG Current
(estimated)

B IHBG Prior

O IHBG Prior for
Development

O Rents

m|ICDBG

O Admin/Misc

$3,005,172
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Community Involvement

e Staff participation
- Nez Perce Long House Rebuilding
- Youth Sports Coaching
- District Meetings
- Cleanup Day
- Home Fair
- Alcohol Awareness Relay
- TEAM community awareness

—— - Community Center Support for Youth
Activities
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Factors to Consider When Developing Programs

Overcrowded Units
Lack of housing
Affordability

Housing rehab
Modernization
Storage

Alcohol & Drug issues
Damaged Units
Emergency repairs
Elder needs

Social programs

Garbage

Health and safety
Land

Preventative maintenance

Economic self-sufficiency

Nonpayment of rents
Animal control
Enforcement
Abandoned Vehicles

Collections

Abandonment

Ongoing repairs
Maintaining units

Audits and reporting

Grant writing
Homeownership education
Financial literacy
Water/sewer facilities
Operating expenses

Quality Control



ACTIVITY: Identify Common Elements of an Admissions
and Occupancy Policy.

 Example: Rent Payment

P
-




Admissions and

Occupancy
Policy Calculating Assistance
Staffing



RECEIVE APPLICATION APPLICATION PROCESS
NOTIFY APPLICANT THAT THE

APPLICATION IS INCOMPLETE
DETERMINE IF APPLICATION NO g WITH INSTRUCTIONS TO
IS COMPLETE, DATE, & TIME STAMP RESUBMIT

PRESCREEN TO DETERMINE
ELIGIBILITY; ASSESS APPLICANT’'S
SUITABILITY FOR PROGRAM AND SET UP.
INTERVIEW

FILE IN DENIALS
4

Application

DETERMINED ELIGIBLE; NOTIFY NOTIFY APPLICANT OF
APPLICANT DENIAL IN ACCORDANCE
WITH A&O POLICY

) 4

Process

IF UNITS ARE NOT AVAILABLE,
PLACE ON WAITING LIST

YES

NOTIFY APPLICANT

WHEN A UNIT BECOMES AVAILABLE, AS; ?ITI;TN?EF;I;E?O

SELECT FROM THE WAITING LIST THE UPDATE & VERIFY

APPLICANT WITH THE MOST POINTS THEIR
INFORMATION

v

OFFER IS ACCEPTED AND SIGNS LEASE &
APPLICANT IS STILL ELIGIBLE AND LIVE HAPPILY
COMPLETES MOVE-IN INSPECTION EVER AFTER




Admission and Occupancy

* Admission and Occupancy policies addresses —eligibility,
admission and occupancy standards:
* Eligible participants
e Low-income Indian families
* Non-low-income Indian families
e Essential families
* Law enforcement officers

* Admission: ensures the participants receive fair treatment.
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Admissions & Occupancy Policy Outline

Application Final Selection

Eligibility Criteria Occupancy

Preferences Housing Counseling

Income Eligibility Lease or Contract Compliance

Ineligibility Maintenance, inspections,

recertification

Determining House Payments
Waiting List
Verification

Collections

Termination

Pre-Selection
Unit Offers
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Staffing
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* Depends on

* Scope of project

* Type of project
* Rental
* Homebuyer

* Location of project
e Subdivision
* Scattered

Staffing Requirements




Duties of A& O

Staff

Interview and
screen

Interview

Determine

Receive and process applications

Advise applicants of eligibility requirements

Interview and screen prospective residents to determine
eligibility for housing assistance

Interview applicants

Verify applicant information

Determine eligibility according to policies

Compute monthly payments
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Duties of A & O Staff cont.

e Conduct re-certifications

* Assist residents with maintenance

* Visit homes to conduct inspections
* Provide housing counseling services

* Meet with Board of Commissioners, or Housing Committee, as
required

* Report Tenants Accounts Receivable (TARS)
e Assist tenants with maintenance work orders



Executive Director/Housing Director

EXECUTIVE DIRECTOR

* Provides leadership and management of the planning, organizing, staffing, direction and control
functions of the housing department or TDHE

* Interprets, implements, and administers policies approved by the governing body

HOUSING DIRECTOR/MANAGER

* Administers and monitors all aspects of housing management including
* planning & development of housing assistance programs
* comprehensive housing counseling
* resident relations
* compliance

* Ensures a consistent and optimal rental income stream and applicant and resident satisfaction.



Intake & Occupancy Staff

* Assists applicants and residents in
* Obtaining appropriate housing
assistance
* Meeting financial obligations

* Providing counseling in the pre- and
post-occupancy phases

* Providing formal education classes and
one-on-one counseling regarding
obligations associated with renting or
owning a home.




Accounting Staff

* Financial Reporting

* Accounting Director is responsible for providing
* Budgetary performance of the property
* Financial reports
* Assures all charges to property are proper

* Submits financial reports by 11th business day of the month
* Explains all major line item variances
* Coordinates audits



Poll

The Admission and Occupancy policy should outline the following
except?
a. Collections
Eligibility
Preference and Priorities
Termination
Procedures for containing dwelling infestation

© oo o



Calculating
Assistance




Calculating Maximum Payment-low-income

Annual
Adjusted

Annual ]

Income Allowances
Income

Annual Monthly
Adjusted Adjusted
Income

Adjusted Maximum

Payment
Income



Rent Payment for Non-Low-Income Families

Rent of
Non-
Low-

Income

Income

Incom Low-
Non- come oW

Low- Income
Income Rent

Low-
Income

o s
N
=1 540,000 x
$50,000 M- T ° —
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Non-Low-Income Rental
Payment Requirements

* The rent (including homebuyer
payments under a lease purchase
agreement) to be paid by a non-low-
income family cannot be less than
[income of non-low-income
family/income of family at 80 percent
of median income] x [rental payment
of family at 80 percent of median
income], but need not exceed the fair
market rent or value of the unit.




Non-Low-Income Rent Calculation

= Eighty percent of the median income for a family of four in Fairbanks is $75,040

= Rental Payment for a family at 80 percent of median income is $1200 per
month

= FMR 3-bedroom = $1,793 per month

= A non-low-income Indian family of four earns $88,000/yr




Non-Low-Income Other Assistance Payment
Formula

e Other assistance, including down payment assistance, to non-low-
income families, cannot exceed [income of family at 80 percent of
median income/income of non-low-income family] x [present value
of the assistance provided to family at 80 percent of median income]

Non-Low- Cap

Income Amount




Calculating Down Payment Assistance for
Non-Low-Income

= Eighty percent of the median income for a family of four in
Fairbanks is $75,040

= Down Payment Assistance is capped at $10,000 for a family
at 80 percent of median income

= A non-low-income Indian family of fours earns $88,000



Down Payment Assistance for Non-Low-
Income Families

- Assistance
Assistance
Income ‘ Income Non- Non-low-
i 80% :
Low-Income - low-income income

@ SR sss000 M—
) 4l $10,000 BE—N $8,500




Lease Terms .

* No unreasonable terms B
* Maintain the housing to code; e’
* Written notice of termination

e Opportunity for due diligence if evicted
* Terminate for only for serious or repeated violations

* May terminate for any activity which threatens health & safety of
residents



Criminal History: Canvyou. ..

e Screen applicants for
criminal history?

 Pursue eviction for crime
committed?

 Test applicants for drug use?

* Disclose applicant’s record?
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POLL

. Low-income limits are defined as what percent of the HUD median income?

50% of the median
60% of the median
70% of the median
80% of the median

. Non-low-income limits are defined as what percent of the HUD median income?

70-100% of the median
80-100% of the median
80-110% of the median
non-low-income is not included in NAHASDA



POLL: Under NAHASDA Tenant/Homebuyer

Selection. ..

e |s cited in the NAHASDA statute TRUE
* Policy must be in writing TRUE
* A selection policy is not required TRUE

* Needs adoption by the governing body TRUE

FALSE
FALSE

FALSE
FALSE



ACTIVITY: Quality Control (Risk Management)

* Need two staff to sign off on tenant application to avoid:

* Need two staff to sign off on calculations, such as




Housing
Counseling




POLLING

I DO THE FOLLOWING TYPES OF COUNSELING. ..

1. PREQUALFYING

2. DEBT MANAGEMENT
3. FINANCIAL LITERACY
4.  CREDIT

5. BUDGETING

YES

YES

YES

YES

YES

NO

NO

NO

NO

NO



Orientation Topics

* Tenant rights & responsibilities

Recipient rights & responsibilities
Transparency
Q&A

Explain

Work order process
Charges
Non-compliance
Collections
Recertification




Independent
Living
Orientation

Common Areas

eIncludes congregate area (Building #3)
*Open from 8 a.m. to 4 p.m.
*Open and closed by Seniors Program cooks or Ken Sherwood or CDTHA custodian staff

eSpecial occasions for use of common area must be arranged through Ken Sherwood. Reservations for use of common
area will require a $100 deposit and a reservation form showing purpose, number of people, etc.

ePurposes are for seniors only.

Parking: 26 spaces (Required)

1 assigned per unit = 20

2 Staff only

¢4 Older Americans Vans & vehicles

*Bus & Loading Area

*No RVs, semi-trucks

*No parking in the front drop off area

eUnauthorized vehicles will be towed at owner’s expense at minimum of $125 per towing plus storage
*Vehicle registration

Maintenance

eInterior common areas will be cleaned and maintained by CDTHA staff in the morning each day.
eKitchen area will be maintained by Seniors Program
eExterior of building will be maintained by Tribe Facilities Department

*CDTHA staff will change light bulbs for seniors upon request. The work will be done in the morning or late afternoon.
Tenant must provide the light bulbs.

e|nspection requirements
*Work Orders (tenant damage)

Common areas will be fully accessible to tenants of Sennwichen (their activities come first)
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Schedule Housing
Counseling Classes

CLASS DATES:

JUNE DATES:
9, 16, 23, 30
4:20—-5:30 .M.

JULY DATES:
CALL FOR DATES

FUTURE CLASSES
to look for:

PATHWAY'S HOME:
ANative
Homeownership
Guide

Classes are
free.

Classes held at

CDA
Tribal Housing

Authority

1005 8th St.
Plummer

Contact:
Jules Summers

Registration is recommended.

Classes address a variety of topics.

Please bring all your housing
questions for discussion.

Call to sign up today 686-1927.




Various Types of Counseling Programs

* Pre-occupancy

* Pre-purchase

* Credit counseling
* Budget counseling
e Post purchase

* Default counseling

* Advocacy
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One-on-one
Counseling Focuses

 Affordability

e Debt

e Credit

e Down payment assistance

e Recognizing predatory lending practices
e Understanding fair lending

e Avoiding foreclosure

e Resolving a financial crisis




Counseling Barriers

 Slow payment
* Credit issues

nsufficient income
High Debt or Slow Payment

_OW savings

« Employment stability
 Trust property
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Budget Counseling Involves . . .

 Short- and long-term goals
» Budgeting - a tool to achieve goals
* Thoroughly explain the budget creation process



Debt Management

* The PowerPay® Debt-Reduction System developed by F. Dean Minor,
Jr. and Judy L. Harris of Utah State University addresses the issue of
excessive debt.

* used by housing counselors to help their clients achieve an acceptable debt-
to-income ratio for mortgage-loan qualification by applying the most strategic
and effective repayment methods for accelerated debt reduction.

183



Making Power Payments Work...

 Power payments can get you out of debt faster and save you money.
Make a commitment (stop borrowing, charging and increasing debt)
Determine how munch money you have to repay debts

Use power pay

Use the roll over method
Consider adding lump sums....

Al S




Managing Counseling Files

* Maintaining accurate records of Client activity is required.
* Housing counseling does not always follow a natural progression of
events from start to finish.

* A good record-keeping system is the foundation to providing good
service to clients.



TYPE OF FORM

Intake Form

Application

Pre-Qual Worksheet

Client Action Plan

Homebuyer Education Class
Tracking/Budget/Debt Worksheets
House Hunting checklist
Home Evaluation Checklist
Wants and Needs Checklist
Application Checklist

Uniform Residential Loan App.
Loan Estimate

Sample Purchase Contract
Closing Disclosure

Evaluation & Comment Form

WHEN TO USE

Initial Session

Pre-Occupancy

Pre-Purchase Counseling Session
Initial Session/Return Appointments
Homebuyer Education Certificate
Monthly

As Necessary

As Necessary

As Necessary

Mortgage-ready

Mortgage-ready

Application gage-ready
Mortgage-ready

Closing

As Formal Classes are Completed



Maintenance
Operations

\YETERE s
Inspections



What is Maintenance?

L

* Definition
* Keeping in an existing state
* Preserving from failure or decline
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Maintenance Policies

Four important documents that influence
your maintenance management policy:

NAHASDA

Regulations — 24 CFR 1000
Dwelling Lease

Program Policy
Maintenance Policy
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UNIT TURNOVER

30 Days 1 Day 3 to 14 Days 1 Day

>‘< »lg |t >

Move
Out

Occupancy
Notice Given

Prepare

Work
Orders

Schedule CleanPaint Flooring Final Rekey I
Work

Management
Inspection

Begin Interview Move
Processing / Select In




Policy must Identify Participant Responsibility
m
Maintenance Type

Family Recipient Family Recipient

Routine Maintenance
Damages (tenant-
caused)

Normal Wear and Tear

Non-routine
Maintenance

Safety Issues

Insurance Claims
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Maintenance Planning




Staffing

Maintenance
Director

* Depends on number
of units, types,
location, property S— Groundskeeper
condition, Skilled
labor availability




Budgeting Requirements

* Itemize by e Gather Data
e Labor e Routine
e Supplies * Non-routine

Tenant damage

Capital improvements
Preventative
Environmental upgrades

* Contract costs

* Always capture
* Maintenance type
* Unit type
* Program type



Standard Operating Procedures

* Develop appropriate
* Checklists and forms
* Job descriptions
e Subcontractor lists
e Costs data tracking mechanisms
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Purchasing

* Who has authority?
* Purchasing limits w/o approval
* Purchase orders

* Competitive bidding - based on
cost, quality, reputation,
timeliness, warranties, and
guarantees
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Inventory* Storage

* Convenient location

* Adequate storage

e Clean, organized & safe
* Label any chemicals

* Limit access

 Sign-out/security system

Use date codes
*Reconcile each month



Work Order System

Code/filing #

Date of issue

Date/time of action

Signature of issuer

Description of work to be performed
or problem to be solved

Description of equipment necessary

Charge account #

Required craft: plumbing, electrical
Work performed

Materials used

Time to complete work

Date/time start/complete



Work Order Procedures

 Work Order (W.0.) issued

 W.O. received by maintenance dept.

* Maint. Supervisor reviews and clears W.O.

* Maint. Supervisor assigns W.O. to appropriate staff and sets schedule
* Work is completed

e W.O. returned and recorded
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VVOUO RN URLD N N

Request for
Assistance

Refer to Housing Management
for Maintenance Counseling

Maintenance Referral for
Work Requirement Assistance
Yes
A 4
Resident neglect Emergency
Assistance

for Maintenance Counseling

Distribute copy to Finance for
posting and billing

WORK ORDER
FLOW CHART



° Create and maintain inventory of appliances, structures,
building systems to launch building renewal plan

E Prepare schedule of items Indicate replacements actually
and cost and update annually made and those remaining

Ca p ita I Project needs and costs over the next 20 year
Improvements

Calculate renewal costs and schedule

Establish a replacement reserve based on findings

y« Maintenance Staff
\ Maintenance Sta




10 VYEAR ECHEDLULE REPLACERI 20 TEAR
VES MO PARTIAL TES i [] FARTIAL

# 5
# >=:

LECTRICAL

LOORING

FAINT { EXTERIOR
FAINT ! INTERIOR

1 O - 2 O Ye a r FLUMEING ! FIxTURE

Replacement

EPRINFKLER:S

P | INDOY COYERINGS
a n INDOW' S

EMCEE

ATER HEATERE

ARBAGE DIEPOEAL

ARAGE DOORE

EAFRAGE DOOFR OFEHERS

LTTER:

AEHER { DRTVERS




ACTIVITY: Examine the
Reserve Analysis and
determine the cost per
unit per year.

Group activity



Maintenance Requirements

TYPES SCHEDULING |

e Preventive * Preventive maintenance
* Annual basis, by month

e Corrective
* Routine Maintenance

* Monthly basis, by week

* Routine/Janitorial

* Emergency

. * Daily Maintenance
* Cosmetic Y

e Schedule work for the next
* Deferred day
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Poll

When developing a capital improvement plan, what should be
considered (select all that apply)?

Whether or not to consider repair costs or replacement costs
The importance of deferred maintenance

Project needs and costs over the next 20 years

Calculating renewal costs and creating a cost schedule

0O 0 T W



TENANT MOVE IN

o

L]

? New Tenant Inspection

Schedule:

——1{ 1t Quarter = Monthly Inspections | j -

B 15t Inspection I 103

2nd Monthly
Inspection

SMMomhrylnspecnonI
2nd Quarter = 90 days =

Is first Qtr Satisfactory
Yes? Go to 90 Day Schedule
Inspect in 3 months

NO? Reman on Monthly
Inspections

Is 2nd Qtr Inspection
Satisfactory

Yes? Go to 180 Day Schedule

3rd Quarter = 180 Day Schedule: =
Inspectn 6 Months (=)
One Year Anniversary

Are 3rd & 4th Quarters
Satisfactory

Yes? Schedule Annual
Inspections

NO?

Prescriptive
Inspection
Schedule

. ANNUAL

'INSPECTION

=)

=)

/|, Schedule Inspection 8

.

0 Interior Inspection 8®

Satisfactory 7

If YES then Notify Tenant

If No then Notify Mamntenance
Create Work Order

Record Results

OExlemv Inspection 5 =)

Satisfactory ?

If YES then Notfy Tenant

If No then Notify Maintenance
Create Work Order

Record Results

INTERIM
INSPECTIONS

@ Health & Safety (5]

@ Vehicles =)

-

@®Dogs &)

@ Party/Louwd =)

-

@ Extenor Condtion (2]

@ Snow/Lawn Issues =)

Schedule Inspection

“  Monitor until corrective action &

Prescriptive Interim
Inspections with Tenant
Notification

“ i no compliance then &

Proceed
Court

Involve Outside Agencies
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Inspections

* Section 403 (b) compliance
“appropriate level”

Health and safety issues

* To ensure family is in
compliance with their lease
or agreement




Property Inspections

S

* Common areas
* Exterior

* Interior

* Unit

* Curb Appeal

* Use Standard Forms
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II Move-Out Inspection

* Within 24 hours of tenant moving out.

* Move-Out Inspection compared to
Move-In Inspection and prior
inspections.

* Maintenance Department determines
costs for any repairs
* Tenant damage
* Wear and tear
e Upgrades
* Etc.




Move-In Inspection i shmetnen

T il e I
T i
-
* Both recipient & tenant must be LT
present ] |
[T A
* Documents condition of unit and acts as B e B
a basis for all future inspections e |
W
* The move-out inspection is compared Pl ey |
to the move-in inspection — tenant is "t | B
charged for all damage that is beyond = |
normal wear & tear T
e 1
i " e I
o - | | I |
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Y INSPECTIONS

Each new tenant must

) commit to having their
i home inspected on a
monthly basis for the first
three months. If no tenant
damage occurs and the
home is maintained in a
healthy and safe manner
the tenant graduates to
having their home inspected
every Three Months
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Exterior

Inspection

Date: Name: Staff::
Type O MH OLR OSRAPT. Location: Unit #:
Item # Description Pass Deficient Comments
1 Yard is free of debris/trash
Carport is free of
2. Debris/Trash
Porch (front and rear) is
3. free from clutter/storage
Steps are in Proper order
and free of
4. trash/debris/storage
Sidewalks are free from
5. hazards
Exterior belongings are
stacked in a neat and
6. orderly fashion
Storm Doors are clean with
7. screen in tact
Siding is clean and free of
8. graffiti/dirt/bugs
Grass/Yard is properly
9. maintained
Yard is free of inoperable
10. | vehicles and vehicle parts
No visible evidence of
11. |Parking on Lawns
Windows and window
screens are in good
12. | condition and in place
Other
13.
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Annual Inspections

* Once the tenant graduates to annual inspection, they remain on
annual inspections unless tenant damage or improper housekeeping
Is noted.

* If tenant damage or improper housekeeping occurs the tenant will be
placed on monthly inspections until the problem is cured.
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POLL

=

mooO®>

Which of these is not a reason to track maintenance work orders?

Scheduling work appropriately

Track costs for the APR

Track costs for Total Development Cost

None are reasons to track maintenance work orders
All are reasons to track maintenance work orders

Are inspections required for Homeownership units?

Yes
No
Depends on your policy



POLL

3. The Recipient provides a rehab grant of $15,000, to low-income
homeowners. Identify from the following NAHASDA requirement that apply.

A. Useful life
B. Requires the family to have Insurance
C. Requires the family to have life Insurance

D.AandB



Risk Management

* Liability - reasonable effort
 Safety - slippery surfaces

e Security - keys, locks, lighting

* Emergency - fire & weather hazards
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Collections



Collection Tips

Establish ability and willingness to evict.

Match policies with your practices.

Follow up.

Use receipts and remember to say “thank you.”

Al S

Recognize a participant of the month — emphasize positive payment
history.

6. Aggressively offer job placement services. Promote self-sufficiency.



Collection Tips cont.

7. Address the toughest cases in monthly staff meetings.
8. Revisit incentives for prompt payment.

9. Communicate with both spouses and other family members, if
appropriatenon-indian

10. Develop skills in using the appropriate court system.



TRIBAL HOUSING AUTHORITY
1st day of the month

full payment due

COLLECTION PROCESS

10th day of the month
Issue delinquency notice for any balance due,
charge $15 late fee.

No action necessary
A

Yes

20th day of the month
Has tenant made full payment,
executed PBA, or executed Voluntary
Assignment?

Did Tenant comply with terms
of PBA if one was executed?

A

Issue 30-day Termination Notice & charge $25
service fee.

30 days from Termination Notice
Has tenant made full payment
(including new charges)?

Yes No action necessary

No

\ 4

File in Tribal Court for collection and eviction, -
charge $35 court filing fee and IF Voluntarily Vacates No action necessary
$200 to $500 attorney fees.

Does not Vacate

v
Forcible Eviction (Charge costs for
forcible eviction)




Collections
Recommendations

* Everyone has a role in collections and
compliance.

* Everything you do can have an impact on the
program’s success.

* Make all the efforts for collection and
compliance positive and constructive.
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Collection

Tips

Establish ability and willingness to evict.

Match policies with your practices.

Follow up.

Use receipts and remember to say “thank you.”

Recognize a participant of the month — emphasize
positive payment history.

Aggressively offer job placement services. Promote
self-sufficiency.
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 What would be a good collection behavior to practice (select all that
apply)?
* Quick-trigger finger on evictions
Establishing different policies for collection and evictions
Nepotism
Being aggressive and intimidating during the collection process
Incentivizing positive payments through personal recognition



Managing Mortgage-Driven
Lease Purchase

Overview
Purchasing the Home
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Why Lease Purchase?

?

* Helps potential home buyers to save for down payment/closing
costs/mortgage and replacement reserve

e Opportunity to train potential home buyers on obligations of
homeownership

* Provide homeownership opportunities to nontraditional homebuyers
* Consistent with tradition of Native families owning their own home



Lease Purchase
Programs

* Gets families on the path to
homeownership

* Family rents to own the home

* Family may or may not be
responsible for maintenance
while renting

* Family has the exclusive right to
purchase the home at a certain
point in time




Monitoring
Mortgage-Driven
Lease Purchase

20 contracts to monitor

Housing counseling contact every 30 days
Option to purchase expiration dates
Can solve issues of readiness to buy

Does not solve insufficient income

233



ACTIVITY: Identify Areas to be Monitored

 Established maximum 36-month lease to own period
e 20 applicants entered into Client Action Plan (CAP) establishing

—Date of option exercise —Budget changes

— Dates for payment of —Unanticipated issues
judgments, collections —\Voluntary or involuntary

—Dates for retirement of debt terminations

—Credit improvement goals —Inspections

—Annual review of credit —Maintenance

—Savings goals — One-on-one housing

—Collections counseling hours

—I|lnsurance



Use and
Occupancy
Agreement

AKA Lease

Term is the length of the Client
Action Plan

Address same things as a rental
lease

e Grounds for termination

e Minimum rent (can be debt payment plus
admin or management fee)

® Inspections




Use and Occupancy Agreement

* Hybrid of renting and owning

* Maintenance typically by the tenant at own cost
* But owner can step in to repair and charge the tenant if left unaddressed

* No alterations, paint w/out consent of owner
 All utilities paid by tenant

* Fire & property insurance by owner

* Tenant has NO EQUITY from paying rent



e Cannot sublease, sell, or convey option to
purchase to anyone

* Can allow succession to a family member in
the case of death or incapacity

e Successor must meet the qualifications
of the program

Restrictions

* A set lease option period is established in
the lease




* The option expires at the end of the lease
period if they have not obtained financing

Option to

Pu rChase * The rental lease is automatically terminated

Expires at the end of the lease period
* Means they are supposed to move out
» Takes political will and strong policies

* Allows someone else to move in, try for
lease purchase, or buy




Qualification

Homebuyer education & Client Action Plan requirements

Homebuyer responsibilities

Policy &
Procedures
ldentifying . ..

Termination of Option

Termination of Occupancy Agreement (lease)
Documents required

Useful life requirements

Purchase Price

Exercise of option




Homebuyer

Education

Won’t be successful without a strong
homebuyer education program

Families need support to repair credit,
get mortgage-ready

Make participation mandatory to
continue in the program

May give credit against purchase price for
hours spent in homebuyer education
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Assesses mortgage readiness

Outlines steps to

e Overcoming obstacles to mortgage readiness

CI IS nt ACth N e One-on-one counseling requirements

PI e Tracking personal finances
dn . .
e Saving for housing goals

Projects date of mortgage readiness

Failure to comply is grounds for termination of the
lease agreement and a notice to vacate




FILE #: 000HUD123 COUNSELOR: Rebecca CLIENT NAME: Cheyenne

DATE: January 10, 2018 PURPOSE OF VISIT: Financial Counseling

HOUSING GOALS:
1. Pay off debt in six months
2. Save for a down payment to buy a house in about a year

OBSTACLES:

1. No savings

2. No money left in budget to contribute to down payment fund
3. Credit card debt

INCOME SUMMARY:

S a m le FINANCIAL SNAPSHOT:
Current Credit Score

* Full Time Employment
Current Savings $0 : * PartTime
o o Gross Monthly Income (GMI) $2,500 : » Employment
C ] e n t ACt'I O n P a n Net Monthly Income $2,000 : ¢ Self-Employment
Current Monthly Expenses $1,975 : * Child Support
Monthly Debt Obligations $358 : = Spouse/Partner Employ
Discretionary Income Left Over $25 . ¢ Pension
Current Mortgage/Rent $150 * Retirement/Soc Sec
Housing Ratio 7.5% : * Other
Debt-to-Income Ratio 25.4% -

Housing & Transportation Ratio (renters) 35%

COUNSELORS ACTIONS/TASKS AND TIME FRAMES:
1. Follow up with Cheyenne to review progress (by February)

CLIENT ACTIONS/TASKS AND TIME FRAMES:

1. Make budget adjustments to save an additional $300/month, using strategies to increase
income and reduce spending (beginning immediately)

2. Save tax refund toward fund for down payment (by April)

3. Pay down $300 of credit card debt (by July)

4. Save $5,000 for 5% down payment on $100,000 home (by January 2019)

REFERRALS: 1. Financial Management course — 800-123-SAVE

NEXT APPOINTMENT:

CLIENT SIGNATURE: C&W’/ DATE: January 10, 2018

COUSELOR SIGNATURE: % %feccar DATE: January 10, 2018




Client Action Plan Process

* Preliminary assessment

e Calculate affordability

e |dentify eligibility for loan
program

Initial Intake

KPre-quaIification )

e Agree to the client action plan

e Completion of action plan up to
3-year period

e Complete classes

e Commit to progress

e Participate in counseling
sessions

- )

e |Mmplementation

/°Complete final steps of the )
client action plan

e Establish savings
e Understand responsibilities

e Achieve homeownership
readiness

* CONGRATULATIONS!

R Completion

243



¢ RATIOS (Remember: divide annual income by 12)

A. S 2800 2,333.33

Annual Income Monthly Income

Mo. Income Housing Ratio Allowable Mo. Housing Cost

$ 2333 41% =

Mo. Income Housing Ratio Allowable Mo. Recurring Debt

Total Monthly Debt Payments

Debt Load Debt Load

E Subtract Line o from Line 9 956.67
: Available for Mo. PITI Cost

¢ Maximum Monthly Mortgage Payment Allowed

F.

Enter the LESSER amount from Line e or 6 ] $350.00@
if not debt load, enter 6 + difference between 6 and max house payment coverage

@ Escrows

Enter amount if applicable on Line 0 $50.00

Taxes and Insurance




Sample Down Payment Assistance Program

Sample Cullowhee Down Payment Assistance Program

Affordable Homeownership Assistance Program

Program Description @

Borrower Eligibility

Buyer’s Maximum Annual
Household Income
Adjusted for Household

Size @D

$10,000 of mortgage assistance in the form of a 0% interest rate soft
second mortgageo

Payment is forgivable 20% each year for five years

The prorated balance is due if property is sold, refinanced, foreclosed, not
owner-occupied, or title transfers within five years

Must be a first-time homebuyer
Borrower must occupy property as primary residence

Credit score above 620 @
Household income cannot exceed 100% of the National Median Income
Limits adjusted for family size

1 $57,520
$64,710
3 1$71,900




Sample Down Payment Assistance Program

iProperty jEIigibiIity-‘E’ * Must be within the tribe’s Indian area

* Maximum purchase price on new or existing home is based on the loan
product limits

* Must be single-family detached home, new manufactured home on
permanent foundation

* Must be owner-occupied primary residence

Homebuyer Education * Must attend an eight-hour homebuyer education class conducted TDHE or a

and Housing Counseling HUD-approved counseling agency prior to closing

Req“'reme““@ * Must complete one-on-one counseling as determined by the tribal housing
entity or a HUD-approved housing counseling agency

First Mortgage * Must have mortgage pre-approval from a participating program lender

Requirements * Must be a conventional, FHA, or VA 30-year fixed rate loan




Case Study: Cindy Credit

Cindy earns $32,000 (net) a year. Her

regular monf[hly expenses for rent, Creditor Amount Past | Status Balance
food, and utilities total approximately Due

$2,000. Her current monthly debt

payments are her car at $400 and Cell Phone SEt 22233;'?” SEt
Visa at $25. She has several -
delinquent accounts according to her Judgement S0 | NSRBI ] S
credit report that’s listed on the next Student Loan $7,500 Collection $7,500
slide. Account

Department $150 30 Days Past $150

Store Credit Due

Card

Master Card $150 90 Days Past $150

Due



Poll

If a lessee fails to exercise the option to purchase, the lease is typically
when the option is not exercised.

Recertified
Ratified
Terminated

An Afterthought
None of the above

© oo T o



Purchasing

the Home




7} Initiating the Purchase

 Staff initiates as option period approaches purchase date

* Meets with homebuyer, reviews process, and ensures Client Action Plan completion
* Checks credit

* Checks amount for down payment

* |dentifies principal, interest, taxes, and insurance using current rates

* Reviews replacement reserve and (if required) mortgage reserve

* Reviews administrative fee/management fee

* Reviews maintenance/repairs/utilities responsibilities and approximate costs

* Reviews budget
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7y Steps: Sell Property

1. Purchase and Sale Agreement with Board Resolution identify terms for purchase and
closing, describe property

2. Board resolution to authorize conveyance contingent upon closing

3. Tribal Council resolution authorizing a fifty (50) year Section 184 Loan Guaranty
Residential Lease with borrowers, cancels lease with TDHE, authorizes BIA to execute new
lease.

4. Tribal Council executes Section 184 |lease to be executed simultaneously with Step 3.
Certificate of Approval from TDHE regarding conveyance

6. Cancellation of TDHE interest in lease to be signed at closing (tribe signs at closing or
shortly after closing)

7. Bill of Sale sighed and dated at closing



Sale Proceeds

o

[e]

Upon sale, the proceeds flow to the
seller

Use depends on how seller
financed the development
Pay down the Tribal 184 loan

Pay down any other debt used to build

If IHBG, then is program income
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ACTIVITY: How Will You Monitor Sales Proceeds?

. Mortgage Readiness Range # of Applicants Projected FY

- 0 to 1 month (immediate)

_ 2 to 6 months

m 7 to 12 months

m 13 to 24 months 2007
ER 25 to 30 months 2008
7 31 to 36 months 2008

TOTAL 5 Years**
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ACTIVITY: Calculate Sale Proceeds

* |dentify the gross proceeds to be realized assuming the following:

NPTHA Buy # of Applicants FY Purchase
Down

144 000 $44,000

128 1 0]0) 528 000 3 2021
$144,000 s44 000 2022

2. Determine Net Proceeds by subtracting the total Buy Down assistance
from the total gross Proceeds.
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Is There More to Monitor???

* Oh, yes. When multiple funds are involved, you need to:
—Submit reports
—Monitor for program compliance
—Compliance issues have different terms for different funds
—Provide post-purchase counseling to
—Prevent foreclosure
—Avoid or resolve difficult situations
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Post-Purchase
Counseling Capacity

* Maintenance /repairs one-on-
one or group counseling

* Need staff to conduct post-
purchase counseling credit
counseling

* Foreclosure prevention
intervention




* Help Native homeowners enhance and build on the money
management skills they learned in their pre-purchase
homebuyer education courses so they can:

* Re-set goals

POSt_ P u rCh ase . Bu?ld and protect their financial investment and equity
] * Build necessary savings
Ed ucation  Budget for homeownership
. * Build and protect credit
AI mSs tO y * Maintain insurance

* Avoid scams, predatory lending
e Avoid foreclosure
* Manage recordkeeping
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Financial Capacity/S

* Down payment and closing costs to purchase properties

* Subsidies to make properties affordable to target market of
homebuyers

* Unrestricted cash balance to cover market changes or rent losses

* Defined by Fannie Mae to be greater of 10% of PITI for portfolio mortgages
for 6 months or total PITI for the largest mortgage for a minimum of six

months
* Plan to remarket or improve/market/convert to rental - those
properties that initial renters do not purchase



<\,

Biggest Risks..... a‘) <

* Delinquent rent payments

« Remember, if there are two or more rent payment delinquencies, could
prevent lender’s willingness to permit tenant assumption of loan

* Insufficient market
e Customers - limited customer base - good credit homebuyers with insufficient

dp/cc/rr
* Lack of familiarity with mortgage financing

* Remember, mortgage payments do not fluctuate like low-rent programs. BE
SURE FAMILIES ARE PREPARED.



Biggest Risks....

* Will the families actually buy the house?

* The lower the income and the less required up-front, the higher the risks
(e.g.. loss of income, lack of incentive to stay)

* Tenant does not meet required training/ maintenance obligations/sweat
equity requirements
* Experience of existing programs - longer the lease period the higher the risk

"&i

e Political climate



Is There Still More to
Monitor???

* You need to monitor “Useful Life” requirements if

* You provided down payment assistance with NAHASDA
funds

* What are the terms?

* Another funder provided assistance, you need to
monitor

* Funders’ compliance requirements
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Financial Planning

Budgeting for Performance



By the end of this training, you will be able to:

Discuss Discuss a chart of accounts

Describe Describe the components of an operating budget

Objectives

Interpret Interpret a pro-forma to determine net operating income (NOI)

Define financial standards

Identify options for setting rents
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Operating Pro Formas

Chart of Accounts structure

Determining a suitable rent structure

Determining operating expenses & reserves

Determining supportable debt

Whether rental or operating subsidy is needed

Long term projections
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Chart of
Accounts

Lists all of the
accounts that are
tracked in the
general ledger.

Once you have
defined your
accounts, then
you should assign
each account a
numeric code.

Determine what
the required
business accounts
will be and then
define.

Numeric codes
help you to
identify the

account.




Project
10: Admin
Funds 11: Utilities
01: General Fund 21: Rehab
03: CDTHA Non-Program 22: Infrastructure
Overall 10: IHBG 23: Rental Acquisitions
Accounting 11: ROSS 24: Rental New Construct
system, there is 12: BPA 25: Home Ownership Acquisitions
also a "C" for 21: ROSS Elderly & Disabled 26: Home Ownership New Construction
project costing 30: Worley Housing 27: Maintenance
that is not used 61: ICDBG 50: Ross Elderly & Disabled
55: Tribal Elder Home Improvement (55-EDF)

Chart of Accounts Housing Unit
Sub \/ L/
AIS Fund FY Dept Proj. Project Object Dev. Unit
SAMPLE A TX T X XX T XX X XX XX XXX
/\ Development
Fiscal Year Sub Project 00: General & Admin
0: Funds 1-9 (No Grant Award Year) 0: General & Admin 02:10-2
5: 2005 (Grant Award Year) 1: Mutual Help 04:10-4
6: 2006 (Grant Award Year) 2: Low Rent 06:10-6
7:2007 (Grant Award Year) 3: Special Nees 08:10-8
8: 2008 (Grant Award Year) 5: Tribal Home 09:10-9
9: 2009 (Grant Award Year) Improvement 10: 10-10
6: Weatherization 13:10-13
7: Conveyed Units 15:10-15
16:10-16
18:10-18
21:10-21
22:10-24
Department 25:10-25
01: Operations (EBC & Personnel Costs) 26: Sandy Hills
02: Development 27: Juniper Market Housing
03: Housing Management (Recertifications, Housing Mgr. Salary) 29:10-29
04: Housing Services (Jane's Classes, training materials, counseling) 55: Flder
05: Planning (Engineering, surveys, Environmental Impact Studies, Architectual)
06: Crime Prevention & Safety (Smoke alarms, Senior Assistance Alarm systems)
09: Matching
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Operating
Budget




. * For rental or lease to own projects
Project .

_ * Wise to budget and track separately
O pe rati Ng e Each project will have its own trends

* New housing will have different costs than

Budget and e

Tracki Ng e |If using outside funding such as LIHTC or loans,
then MUST budget and track separately

* Funder requirements for costs, reserves
* Required reporting on income & expense
* If debt, report on Debt Coverage Ratio




* The key aspects of an affordable
housing operating budget are:

Key Aspects + Affordable rents
* Revenues

of a Project + Operating expenses

* Debt payments

O pe ratl N g * Rental assistance or subsidy
Budget




Income

Gross Rents

- Utility Allowance
= Net Rent

- Vacancy Rate
= Effective Gross
Income

Rental Proforma Map

Expenses

Operating
Expenses &

—» Reserves &

Social Services

Acquisition

Hard Costs

Soft Costs

Lender Fees & Expenses
Developer Fee

Uses

NOI

Income —
Expenses =

—» NOI

+ DCR

=Debt Service
PV (PMT, |, n) =
Bank Loan

\ 4

15 Year Cash
Flow

Income -
Expenses =
NOI

DCR

R —

Sources

Bank Loan
Public Agency Loan
(i.e. gap financing)

Tax Credit Equity
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Income

e Rents (paid by tenants)

e Other income (laundry, parking,
commercial, etc.)

Gross Potential Rent (GPR)

e Rent that would be collected if
e All units are rented and
e All residents pay their rent

Effective Gross Income (EGI)

e GPR + other income — uncollected rent




Organizing

O pe rati ng * Costs to run your entire organization
* May be multiple
BUdg@tS - HOW activities/projects
* May be charged to multiple
MUCh DOeS It funding sources or cost centers
Cost to e Fund accounting

Operate???




ACTIVITY: List
Typical
Operating
Expenses for a

Rental Project.

Consider the
following:

e What administrative and maintenance staff
is needed to run the property?

e Do you have realistic expense comparisons
to like properties, especially in the category
of utilities?

* What is the real cost of annual
administration and maintenance contracts
after the first year?




Management Staff

e Admissions and occupancy

CO m m O n e Accounting

e Asset management

O p e ra t i n g e QOversight of the above

May be your own staff with time allocated

Expenses to the project

May all be encompassed in a management
fee to a management company




Replacement reserves, also known as
capital reserves are for replacing project
systems at the end of useful life

e Carpet, flooring, water heaters, HVAC units,
appliances, exterior paint, roofing

Reserves for
Not for routine maintenance or single-
Replacement unit replacements

Meant to cover all capital needs for 30
years or more




e Deposits made monthly, quarterly or
annually

Rese rves for e Commonly $S250 per unit per year (PUPY) to
S300 PUPY for new construction

* Higher, or based on Capital Needs
Assessment for rehab projects

Replacement

* It is wise to increase the deposits by 3% per
year

* Build up over time so the funds are available
when needed.




Annual Op Expense - EOY 2012 Bldg 1 Bldg 2 Totals
Advertising PR $ 1,10960 | $ 48.00 | $ 1,157.60
A T I V | Y. Appliances - New $ 101734 |$ 115697 | S  2,174.31
Appliances - Used $ - $ 43322 | $ 433.22
° Bank Charges $ 90.00 | $ 281.25] $ 371.25
Cleaning Vacant Unit $ 1,269.00 | $ 94450 | $ 2,213.50
. Carpet Cleaning $ 623.00 | $ 930.00 | $ 1,553.00
Carpet New $ 1,580.42 | $ N $ 1,580.42
X a | I | I n e Cleaning Supplies $ - $ 12450 | $ 124.50
Drain Cleaning $ 147.00 | $ 9500 | $ 242.00
Boiler $ 2450 $ 51207 | $ 536.57
B Elevator $ 2,100.09 | $ 2,429.36
Physical Eviction Cost $ 16150 | $ 197.00 | $ 358.50
Fire Protection $ 3416 | $ - $ 34.16
Ins - Fire & Extend Cov $ 1,48820 | $ 574050 | $ 7,228.70
Landscaping $ 41202 | $ 360.02 | $ 772.04
Leasing Fees $ 225.00 | $ 150.00 | $ 375.00
e X e n S e S Legal $ 1,031.00 | $ 1,00000 | $ 2,031.00
° Licenses, Fee, Permits $ - $ 50.00| $ 50.00
Lock service $ 322.00 | $ 31950 | $ 641.50
. Maintenance $ 385.50 | $ 84400 | $ 1,229.50
Maintenance Supplies $ 3,90837 | $ 8,98735| $ 12,895.72
e r e | S a O a Make Ready Maintenance $ 444150 8% 206450 $ 6,506.00
Management Fees $ 485703 $ 744213 | $ 12,299.16
Misc Expense $ 2989 | $ - $ 29.89
- Painting Labor $ 875.00 | $ 1,750.00 | $ 2,625.00
Pest Control $ 1,377.00 | $ 1,82200] $ 3,199.00
Parking Lot $ = $ 1,569.02 | $ 1,569.02
Resident Manager $ 1,96849 | $ 1,900.00 | $ 3,868.49
Payroll Tax Escrow $ 256.90 | $ 325411 $ 582.31
Repair - Appliance $ 164.00 | $ 29350 $ 457.50
Repair - Electrical $ 26550 | $ 68.50 | $ 334.00
Repair - Plumbing $ 2,45450 | $ 2,329.00 | $ 4,783.50
Repair - General $ 1,135.00 | $ 56150 | $ 1,696.50
Repair - Dry Wall $ 3650 | $ 30000 | $ 336.50
Repair - Heating $ 522.88 | $ 1,038.00 | $ 1,560.88
Screens/Blinds $ 44650 | $ 3801 % 484.51
Sewer/Wastewater $ 46.50 | $ 2450 $ 71.00
Snow Removal $ 17275 | $ 28063 | $ 453.38
Tax - Pers Prop $ 482286 | $ 84.05]| $ 15,727.30
Property Taxes $ 4611.86 | $ 6,208.53
Telephone DSL $ = $ 480.00 | $ 480.00
Trash Removal $ 3,569.60 | $ 422961 $ 7,799.21 H A N DO U T
Travel $ 3550 | $ - $ 35.50
Utilities - apartments $ 284039| % 651731|$ 9,357.70
Utilities $ 961538 $ 11,70795] $ 21,323.33
Water $ 3,381.20 | $ 5,240.06 | $ 8,621.26
Window Replacement $ 24244 | $ 8495] % 327.39
Windol/v Coverings $ 68.50 | $ 3550 | $ 104.00
Total Annual Expenses $ 6416637 | $ 80,997.90 ['$ 140,634.82
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Determining Net Operating Income

Effective Gross Income
- Operating Expenses

= Net Operating Income (NOI)



e —
NOI Also Has To Cover ...

e Debt service — the cost of borrowing money

— The loan’s interest rate and term affect monthly debt payments

— Debt payments include principal and interest

Net Operating Income
— Maximum Debt Payment
= Cash Flow
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Uses of Cash
Flow

e Cash flow is what’s left after
paying all operating expenses,
reserves, and debt payments

* Also known as program income in
NAHASDA funded housing




Uses of Net Operating Income

Net Operating Income
+ Debt Coverage Ratio

= Maximum Debt Payment
and

Net Operating Income
— Maximum Debt Payment

= Cash Flow



Lease-up Vs. Stabilized Operating Budget (abbreviated example)

Lease-Up Stabilized

Gross Potential Rent

180,000

180,000

Rent Loss

(45,000)

(12,600)

Other Income

900

1,800

Effective Gross Income

$
$
$
5

155,900

169,200

Operating Costs

(100,000)

S (111,402)

NOI

35,900

$

57,798

Debt Service

(50,259)

$

(50,259)

Asset Management

S (3,000)

Cash-Flow

(14,359)

S

4,539
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———————
Trending & Sustainability

e Expenses should trend at general inflation, or perhaps a bit higher
e Rents should trend below general inflation

e Rent trending assumptions should be reasonable in light of recent trends
in rents, AMIs, and FMRs

285



Adjust GPR due to:

Rent Loss

Vacancy - look at current market & ten-
year variation

Concessions

Bad Debt




Line Items That Can Blow Projections

e Staffing Decisions:
» Adequate staffing patterns and adequate salaries and benefits

 Skill levels
* Providing social services

* Maintenance:
* Cost of repairs due to poor construction or rehab materials used

e Legal:
e Cost of eviction
e Alternatives to eviction



= Utilities

e Building style

Ll ne Ite ms e Interior space to be lighted, heated,

ventilated

th at can e Landscaping

e Utilities paid by owner

Blow

projections [ reereme

e Special assessments
e Property insurance costs
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Debt Coverage Ratio

* Debt Coverage Ratio (DCR) is the ratio of Net Operating Income (NOI)
to the required debt payment.

* Provides the lender with a cushion in case income decreases, or
expenses increase

* Conventional lenders set minimum DCR requirements, typically 1.15
to 1.20



DCR Example

* The project’s annual Net Operating Income is $50,000. The lender’s
required debt service coverage is 1.20. What is the maximum annual
loan payment?

$50,000 + 1.20 = $41,666.67

* How much cash flow is there annually? $50000-$41,666 = $8,333
* How much cash flow per month? $8,333+ 12 = $694



Looking Forward

Proformas for Planning



Looking Forward
e Usually 15 to 30 year pro forma period

* Need to trend income & expenses based on best estimate of
actual growth
e Ensure:
— Income is sufficient
— Margin of safety
— Project stays in balance
— Plan for balloon payments

— Reserves are adequate
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= Viake projections forward

e 15 years

e 30 years
e 50 or 55 years for LIHTC in some
states

Long Term

PrOJECtIOnS mm Build in trends

e Common to assume 2% rent increase

e Common to assume 3% expense
increase

293




————
Sustainability: Key Challenges

* Can the property survive moderate “income shocks”?

— For example, 3% additional rent loss

e Can the property survive moderate “expense shocks”?

— For example, a 7%-10% increase in operating expenses

* Will the property be able to self-fund its long-term capital needs?

— From some combination of reserves, cash flow, and refinancing
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e Use IHBG funds to pay the difference between
the pro forma rent and the family’s TTP

Re ntal * May be useful approach if the rent is set high
enough to cover the operating expenses, and
most families can’t afford that rent

* Then rental assistance just goes to the few
families who have lower income, or whose
income drops

Assistance

* If using LIHTC, investor will likely require a 15-
year contract for IHBG rental assistance




Operating
Support

Use IHBG funds to cover any costs to operate
the property that are not covered by the rents

May be useful when it is clear rents will not
cover operating expenses

Because all families Because maximum rents
make too little set by the board are low



Setting Rents



Rent Setting Considerations

* What is the potential rental income?

* How is it restricted by regulatory agreements from funders?
* What can applicants afford?

* What is the expected vacancy or turnover?

 What is the expected rent loss?

* What is the impact of rent increases on residents?



NAHASDA Rent Requirements

* Rent is calculated based on a maximum of 30% of a family’s adjusted
gross income

* Known as TTP or total tenant payment
 TDHE’s can choose to use a lower percentage

Adjusted Household Income
x 30% (or .30)
= Affordable Rent




NAHASDA Rent Requirements Example

* The Diesel family has an adjusted gross income of $19,600

* If they rent a house funded with IHBG, how much is the maximum
rent they can pay?

$19,600 /12 = $1,633.33 x .3 = $490.



Key aspects: Affordable Housing Pro-forma

 Affordable rents

* Revenues

* Operating expenses & reserves

e Debt Coverage Ratio, Loan to Value, and Supportable Debt
* Trending and long-term performance

* Development costs

 Subsidies to fill the gap

Note: When NOI is negative, the Recipient needs to subsidize the project.
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ACTIVITY: Examine
Operating Projections.




GROSS INCOME (REVENUE)

Rental Income 0%J0 pased on 30% o "000 with utility 584,000 S144,000

allowance of $250 per month)

Vacancy LOSS @ 57 ->4,200 ->/,200

Collection Loss SO
SUBTOTAL RENTAL INCOME $136,800

ultLncer Imcormne

\/ RO NCOIV

ESTIMATED ANNUAL OPERATING EXPENSES: Yr 12018 Yr 12018
Water (Contractor says $290/mo for water & sewer) $100 $100
Landscaping ($400/mo. all lawn) (if bushes -5100/mo.) $4,800 $4,800
Electric (common areas S300/mo 3,600 3,600

Solid Waste Disposal
Insurance

Pest Control
Administrative & Cou

WMIETENITEE Rents for all homes — Vacancy + Other Income = Effective Gross Income (EGI)
Annual Compliance A

Collection Loss

Gross Income

Reserve (S150/UNIT X 12 months) $36,000 $36,000
TOTAL ANNUAL OPERATING EXPENSES $91,740 $91,740
EXPENSES PER UNIT $4587 $4,587
EXPENSES PER UNIT PER MONTH $382 $382
EFFECTIVE GROSS INCOME (EGI) $81,000 $138,000
OPERATING EXPENSES $91,740 $91,740
NOI 10,740 $46,260

MAX Rent to meet expenses $382 $382



GROSS INCOME (REVENUE)
Rental Income (S

allowance of $2
Vacancy Loss @ ° Cash FLow

Collection Loss
SUBTOTAL RENTA
Other Income
EFFECTIVE GROS

Water (Contractor says $290/mo for water & sewer)
Landscaping ($400/mo. all lawn) (if bushes -5100/mo.)

Electric (common areas $300/mo)
Solid Waste Disposal

Insurance

Pest Control

Administrative & Counselling Overhead (150*12*20)
Routine/Preventive Building Maintenance

Annual Compliance Audit

Collection Loss

Reserve (S150/UNIT X 12 months)
TOTAL ANNUAL OPERATING EXPENSES
EXPENSES PER UNIT

EXPENSES PER UNIT PER MONTH
EFFECTIVE GROSS INCOME (EGI)

$100

$4,800
$3,600
$1,140
$35,000
$2,450
$6,600
$2,000
$50

$0
$36,000
$91,740
$4587
$382
$81,000

Effective Gross Income (EGI) — Operating Expenses = Net Operating Income (NOI)

$100
$4,800
$3,600
$1,140
$35,000
$2,450
$6,600
$2,000
$50

$0
$36,000
$91,740
$4,587
$382
$138,000

OPERATING EXPENSES
NOI
MAX Rent to meet expenses

10,740
382

46,260

382




LIHTC Rent Requirements

* Gross rents cannot exceed published amounts for the

targeted income level

e All LIHTC-funded units must be for 60% AMI or less
* Developers promise lower targeting to be competitive
e State allocating agencies publish charts of allowable rents for various targeted income levels

* This is a maximum, tenants may pay less



Utility Allowances

* NAHASDA

* Choice of whether a utility allowance is deducted from the 30% rent cap or
not

e LIHTC, AHP, HOME, Section 8 Voucher

* Must deduct utility allowance for tenant-paid utilities from allowable gross
rent to get maximum net rent



Line Items That Can Blow Projections

* Revenue:
* Actual rents less than pro forma rents
e Unrealistic rent increases

* Vacancy loss
* Rent loss/bad debt



2.00%

Income
Low-rent
LWOP

TOTAL
Vacancy

Rental Income

Expenses
Admin/Repair
Receivables
Reserve

TOTAL

Net Rental Income

Subsidy Needed

Cumulative

286 Units

$

$
$
b
$
$
$

@B BH B e

@» P

Jan-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490

127,460
(92,791)

(92,791)
(92,791)

*h H P RN B

LR - R o

Feb-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490

127,460
(92,791)

(92,791)
(185,581)

*H H P RN B

LT - R o

$

Mar-21

33,630
3,850

37,480
2,811
34,669

h H B ERH B

107,970 $
19,490 $
$

127,460 $
(92,791) $

(92,791) $

Apr-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490

127,460
(92,791)

(92,791)

(278,372) $ (371,162)

PP FR B

@ H H P PH

$

May-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490

127,460
(92,791)

(92,791)
(463,953)

F H P RN B

LR - R o

$

Jun-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490

127,460

& P BH FR B

$
$
$
$

Jul-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120

& H B FR B

$
$
$
$

(92,791) $ (8,764,451) $

(92,791) $ (8,764,451) $
$ (556,744) $ (9,321,194) $ (18,085,645)

Aug-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120
(8,764,451)

(8,764,451)

h H B ERH B

R - R o

$
$

Sep-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120
(8,764,451)

(8,764,451)
(26,850,095)

& P B FRE B

Oct-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120
(8,764,451)

(8,764,451)
(35,614,546)

A B ERH

R R - - R o <

$
$

Nov-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120
(8,764,451)

(8,764,451)
(44,378,997)
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@ H B PP

$
$
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Dec-21

33,630
3,850

37,480
2,811
34,669

107,970
19,490
8,671,660

8,799,120
(8,764,451)

(8,764,451)
(53,143,447)



Monitoring

Self-Monitoring Requirements
Performance Standards
Tools of Control



Self-Monitoring Requirements

NAHASDA: Section 403(b), Periodic Monitoring

Not less frequently than annually, each recipient shall
review the activities conducted and housing assisted
under this Act to assess compliance with the
requirements of this Act.

Such review shall include on-site inspection of housing to
determine compliance with applicable requirements.

The results of each review shall be included in the
performance report of the recipient submitted to the
Secretary under Section 404 and made available to the
public.

24 CFR 1000.502

The recipient is responsible for
monitoring grant activities to ensure
compliance with the applicable Federal
requirements and monitoring
performance goals under the IHP.
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What Is Self-Monitoring?

Self-monitoring is the process of:

* Recording the operation of a system

* Observing/reviewing activities over the course of a year
* Detecting deficiencies and taking steps to correct them

* Recording/reporting through the Annual Compliance Assessment and
Annual Performance Report



Monthly status
reports

Periodic program -
Ongoing — e

Ongoing

Financial reports
Annual Performance

Monitoring Report (APR)

Audit reports

312



Required when Board spends $750,000 or more in
federal funds for the year

Complete within 9 months of program year end

Audit

Submit to Federal Audit Clearinghouse (FAC)

TDHE must submit copy to Tribe
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Performance Standards Overview

Day-lo-Day Operations

Performance Standard 1: Occupancy Role
Performance Standard 2: Rent Collection
Performance Standard 3: Turnaround Time
Performance Standard 4: Work Order Systems
Performance Standard 5: Energy Conservation

Performance Standard 6: Management Plan
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Performance Standards Overview

Long-Term Asset Preservation
 Performance Standard 7: Replacement Reserves

* Performance Standard 8: Unit Inspections and Preventive Maintenance
* Performance Standard 9: Development

* Performance Standard 10: Disposition and Refinancing
 Performance Standard 11: Operating Reserves

Tenant/Community Relations
e Performance Standard 12: Tenant Satisfaction

 Performance Standard 13: Curb Appeal

 Performance Standard 14: Security
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Performance Standards Overview

Budgeting & Financial Management
 Performance Standard 15: Expenses to Income

 Performance Standard 16: Accounts Payable

Investor/Regulatory Compliance
* Performance Standard 17: Reporting lo Investors/Lenders/Regulators
 Performance Standard 18: Reporting Systems
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Performance Standard 1: Occupancy Rate

This standard represents the average occupancy relative to rental days

available.

The property should meet orexceed
the highest of

a) the industry standard of 95%;

b) b)underwriting assumptions; or,
c) historical performance.

* The waiting list should be reviewed
and updated annually.

Factors That Influence
Occupancy Rates:
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Performance Standard 2: Rent Collection

Thisstandard represents the average percentage of the gross potential rent
collected excluding delinquencies, late fees and other penalties.

90-95% of the tenant portion and
100% collection of subsidies,
although for elderly and special
needs housing, a ratio of 97% 98%
maybe appropriate.

Factors that May Influence Rent
Collection:
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Performance Standard 3: Turnaround Time

Thisstandard represents the time it takes to clean, repair and find new tenants

for vacant apartments.

Turnaround time from move out
to move in: less than 10 business
days is excellent; 10 to 15 business
days is acceptable. In buildings
where more than 10% of the units
turnover annually, it is especially
important to achieve excellence
in turnaround time.

Factors that May Effect Turnover
Time
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Performance Standard 4: Work Order System

Thisstandard represents the average time that it should take to complete a
work order.

Work orders should be tracked. The Factors that May Influence Work
following are standards for completion of Order Completion Times:

various types of work orders:

e Emergency: 24 hours

 Vacancy Refurbishment: 3 to 15
business days

* Preventive: within two weeks of
schedule

* Planned: 5 to 10 business days

* Responses to Routine ltems 3to 7
business days
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Home Visits

Counseling Activity Report

Telephone Calls 93 70 54 90 52 61 53 473
Letters 92 50 147| 238 101 136 75 839
Door Knockers 32 3 15 32 35 260 16 159
Office Visits 79 72 34 57 41 45 37 365
Weatherization 0 4 1 3 4 3 4 21
Recerts 21 7 3 31
348 240 264 452 260 280 197 2041
Homebuyer Education 2 4 3 2 2 3 3 31
Maintenance Class 1 1 1 2 1 1 1 13
Budget Counseling & Debt
Reduction 2 3 3 2 3 2 2 29
Community Get Togethers 2
Weatherization 1
Seniors 1 1 1 1 1 73
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MONTHLY REPORTS SCHEDULE FY 20

1 2 3 4 5
O END OF MONTH O Conveyances Reviewed O Legal Summary/ O Vacancy Report (Tim)
CLOSE OUT IN HDS (Asst Acct Dir) Court Notes (Jules) O Housing Counseling/
for previous month (Asst Acct O Review PBAs Folder Management Report Due
Dir) (Asst Acct Dir) (B)

O Update Master Tracker
(Asst Acct Dir)
O PBAs Start - DC

O Monthly Compliance
(B, Deb, C., & T)
O ROSS Elder/Dis Monthly

8 9 10 11 12
O MOS Summary (Acct. Dir.)
QO Financial Reports O ASSESS LATE FEES
(Acct .Dir) (Asst Acct Dir, B, Deb, C.,)
O Housing Mgmt Meeting
(B, Deb, C., & T) O AGING REPORT
O A/R CLEAN UP IN HDS O VACANCY REPORT

(Asst Acct Dir)

15 16 17 18 19

B Third Thursday BOC Mtg.

22 23 24 25 26
29 30 31
O Review of 30 day NOT O MO ANNUAL LEAVE REPORT
expiration. (DC & T) (Acct Dir to ED)

O Conveyances Completed
Accounts Zeroed in HDS
Folders Combined &
Filed (Asst Acct Dir)

O PAYABLES & LOCCS
DRAWDOWN

O PAYABLES & LOCCS
DRAWDOWN

O Housing Management
Meeting (B, Deb, C., & T)

O A/R CLEAN UP IN HDS
(Asst Acct Dir)

6 7
13 14
20 21

O NOTs SENT OUT
(30 day tracking starts)
(DC. &T)
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Sample Occupancy Activity Report

o ~ ACTIVITY CONDUCTED
COMPLETE PAPERWORK IE'H'IE]‘IE&TI: COMPLAINT LEGAL ACTION

20 | Waiting List -
3 | Annual Inspection Children Disturbance 7 | Payhack Agreement

1 | Principal Residence Neighbor Distorbance Service of Summons Complaing
' 1 | Family Composiiion 6 | Animal Disturbamce 31 | Eviction Action

4 | Income Verilication Sobslance Abuse Chanpe Locks

0 | New Application Fire Arms 3| VAPC

3 | Move In Inpperable Vehicles Conveyance

4 | Move Oul 5 | Exterior House Problems | [HS

5 | Budget Counseling 24 | Interior House Problems "1 | Land Issucs__ ~
15 | 184 Morigage Loan Program | | Stractural .

5 | MFA 18 | Billing ~ -
2 | IDA Water/Plumbing/Sewer

0 | E'D $10k Fund 4 | Electrical _ - -
2
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INSPECTION STATUS REPORT - 10/01/2009 through 09/30/2010

ST | WOV | EC JAM | FEB | MAR | APR | MAY | JUNE  JULY | AUG | SEPT | FF¥ Teta
MOV E N | 1 z .
s 0 - )
o Lzss Flarg e
MIVE-B IKTER MR 1] z il
Wt et Help q
Low Rt 0
MADVE-I CURETERLY 4 & 0
At Help D -
Low R 0
ARFUALE 8 4 2
Mhatual et 2 i
L irey Al i .
AMMUAL IKTERIME & 1 B
B il i | _ _I:I_
Lover Msal a
BACVE-JUTR 0 0 1
L TE-TETR P (K]
i Fistl 1
WEATHEREATION i 0 o
H_H..- ) . S u ...... -
Liree Rl [
T 0
EXTERIIASE a0 b i
Mutadl Help a -
Lizss Barvd 20 1
%@gﬁ-_:pﬂ; LT, PR R S DT 3Ly EL.;::__-_;. i
T e | m 17 13 -
L DA L T 3 3 b}
FEHIZE Tarrs i 4 1
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Sample Compliance Report

MAY | JUNE | JULY | AUG | SEPT | OCT | NOV | DEC
Lateree notices LR | 28 | 19 | 21 | 24 | 25 | 23 | 28 | 22 | 26 | 25 | 36 | 32
atereenotices MH |15 | 13| 13 | 8 | 13 | o 9 | 14 | 13 | 16 | 14 | 14
LATE FEE NOTICES S R 2 4 2 2 4 0 3 0 0 0 2 0
Late ree Notices VWV 2 2 2 2 1 2 | 3|3
NOTs 19|10 5 | 9 |11] 6 10 | 1| 13 | 22| 17| 12
PBAs NEW 1|23 |0l s 0 6 0 7 5 | 2 | 1
PBAs SATISFIED ol o] o | o] 3 0 0 0 1 1| 1| 3
ASSIGNMENTS NEW o | 3| 5 | 4] 2 0 6 2 5 2 | 1| o
BREACHED PBAs 10| 1] 21]o0 3 0 1 3 8 | o | 1
FILED IN COURT o | 1] o0 | 2] 2 2 4 3 2 o | 3| 2
SENT TO ATTORNEY 6 | 14| 6 | 6 | 19| 12 | 13 | 19 | 19 | 22 | 34 | 12
COURT PROCESSCOMPLETED | 1 | 4 | 1 | 3 | 7 7 3 2 1 1|7 |1
MOVE-OUTs 2 1] 1|0 o 6 1 2 0 o | o | o
MOVE-INs 2 | 9| 3| 1|1 0 0 2 0 1 | o | 2
WARNING LETTERS 6 | 2 | 6 |11 ] 3 | 10 | 26 | 19 | 3 o | 7 | o
CONVEYANCES oo | 1| 2] 1 0 0 2 0 o | o | o
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Accounts Receivable Aging Report

AR Prepay Curren Over 1 Over Over 3 Over Over
Mo. 2 Mo. Mo. 4 Mo. 5 Mo.

Ove
r 6

Unit-Sqg Project 007 - Market Housing
Name

code -171.00 -171.00 0.00 0.00 0.00 0.00 0.00 0.00
code -171.00 -171.00 0.00 0.00 0.00 0.00 0.00 0.00
code -214.00 -214.00 0.00 0.00 0.00 0.00 0.00 0.00
code -1,000.00 -1,000.00 0.00 0.00 0.00 0.00 0.00 ©0.00
code -464.00 -464.00 0.00 0.00 0.00 0.00 0.00 0.00
code -550.00 -550.00 0.00 0.00 0.00 0.00 0.00 0.00
code -452.00 -452.00 0.00 0.00 0.00 0.00 0.00 0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00

-3022.00 -3022.00 0.00 0.00 0.00 0.00 0.00 0.00

0.00



VACANCY UNITS REPORT

PLANNED 9/5/15 9/14/15 10/26/15 11/30/15 1/6/16 1/16/16
3- bdrm 3 -bdrm - 3 -bdrm
TAKEN START START 4 -bdrm
UTOPIA
3 -bdrm
START 3 -bdrm
3 -bdrm - 3 -bdrm -
DEMO DEMO
OLYMPUS
4 - bdrm - 4 - bdrm -
DEMO DEMO
3 -bdrm
4-bdrm  3-bdrm ready
GLADES
2 -bdrm
MOVED IN MOVED IN ready
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Financial

Management
Reports

Pro-formas
Monthly Operating Statements
Aging Reports

Year-to-Date Revenue &
Expenditure Report

Work Order Report
Collections Report
Vacancy Report
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MONTHLY CHECKLIST FOR PROPERTY INFORMATION

Income for the month

Expenses for the month

Comparison of Income and Expenses to the budget this month
Comparison of Income and Expenses to the budget year-to-date

Written Variance Report explaining over budget “controllable expenses” (5%
over annual budget or other determining factor)

Status of all bank accounts, including Reserves
Vacancy rate

Status of VVacancies

Rent delinquencies

Major incidents e.g., insurance claims, fires
Status of big maintenance or replacement items
Resident activities

Items of interest for a Corporate newsletter

Other items



e Establishes a historical database of
local actual development cost
* Per unit
* Per square foot
* By building type
* Enables accuracy in projecting
operating expenses

* Allows more realistic planning

Value of

Tracking
Financial Data
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e Reflects

* Budget
Year-to-Date e Current Month Expenditure
Budget * Year-To-Date Expenditure
Monitoring * Balance

* % Expended
* % Completed
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YTD REPORT: All Programs |HBG PERIOD: 10/01/20-7/31/20

COSTS BUDGET mm %EXP %CMPLT COMMENTS

Housing Rehab Will be discussed at
142,500 132,200 10,300 93% 86% :

next Board meeting

Administration Progressing as

and Planning 32,100 14,500 17,600 45% 50% Planned

Development 150,000 0 150,000 0 40% Planning

Housi [

SoTe 86,000 21,500 64,500 25%  25% counseling

Services

Housing
Management

550,000 225,000 325,400 41% 50%

Reduction in scope of

960,600 393,200 567,800 41% work or additional

funds are needed
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Guiding Your Vision
for Affordable
HousINg



Government Housing Perspective

* Government property management seeks to

* Establish an appropriate framework within which to achieve the objectives of
the government which includes spending as little as possible to
* Meet the most essential need for shelter
* Educate and empower people
* Provide a safe and secure environment
* Design sustainable housing



Property Management.

* Government sponsored housing typically has a more rigid
administrative structure (a.k.a. bureaucracy) and is not supposed to

generate a profit.
* Little effort to spend money
* Budgetary constraints
* No thought to selling property for profit
* Demolition is usually a budgetary decision



Management Style

Reactive management

e Short term goal focus rather than long-term

e The objective for property, if one existed, tended to be related to
minimizing costs in the short term rather than assessing and enhancing the
added value property could bring to the organization

Landlord vesus tenant objectives

e A landlord is concerned with maintaining and enhancing the value of the
asset while the tenant is concerned with minimizing the cost of occupancy
and obligations.
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Ask Yourself . . .

What do you want the property to look like after it is
built?

What do you want the property to look like 10 years after

itis built?

What kinds of behavior do you want your tenants to
adopt about their housing community?
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Approaches to Property
Management

* Ways to accomplish good asset
management are:

* Communicate expectations
* Monitor strategic issues
* Measure performance

* Develop early warning
systems




Watch for Early Warnings of Trouble

* High vacancies or turnover
 Utility cost increase + utility allowance increase can make rents lower
* Increasing maintenance needs & costs
* Financial weakness

* Property deterioration

* Uncollected rents

* Inspection findings
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Poll

* Communicating expectations, monitoring strategic issues, and
measuring performances are all good approaches to what (select all
that apply)?

* Sound management practices

Property management

Asset management

Financial management

* All of the above



inal Thoughts:
Plan, Plan,
Plan, Monitor,
Monitor,
Monitor
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