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        ATTACHMENT M


POLICY AND PROCEDURE FOR AFFORDABILITY MONITORING

I PURPOSE  
To establish policies and procedures for administering a comprehensive monitoring strategy for all HUD-funded and regulated programs and to ensure compliance with all applicable OC Community Services programs.  To establish the responsibilities and expectations of the Developers/Property Managers in terms of record keeping and reporting requirements.

II POLICY
A. To determine if a Developer/Property Manager is carrying out the affordability requirements for housing set forth in the applicable Agreement/Contract.

B. To ensure that required records be maintained to demonstrate compliance with affordability requirements.

C. To determine if an affordable housing development is in compliance with federal Housing Quality Standards (HQS).

D. To streamline reporting format across all affordable housing developments funded with County of Orange/OC Community Services funds.

III SCOPE
To comply with the Federal monitoring and reporting requirements for affordable housing as dictated by each funding source and contractual agreement.  Note: Bond-Financed Projects are subject to a different process and scope, which is clearly identified herein.  
IV MONITORING PROCESS
Project Compliance staff shall update the Monitoring Database with any new affordable housing developments and shall obtain copies of Regulatory Agreements/Loan Agreements/Contracts and any other binding documents between OC Community Services and the Developer. Information on all new housing developments must be obtained directly from the Housing Development Section. 

The Housing Development section shall submit to the Program Compliance section, for each housing project completed/or funded, within 120 days after close of escrow, the following items:

a) Project Information Summary form

b) Regulatory Agreements/Loan /agreements or other applicable contracts  

c)    OC Community Services Loan Compliance Form

Program Compliance shall utilize a two-step-monitoring process that provides for monitoring of all affordable housing developments financed with OC Community Services funds.  Monitoring of each development will occur in two phases: Phase 1:  In-House Review of Quarterly Reports and Phase 2:  On-Site Monitoring Visits.

V PROCEDURES
During the month of July, the first month of the Fiscal Year, Program Compliance staff will send out a letter reminding all Property Managers/Developers of the reporting and monitoring requirements for their developments. As a condition of being assisted with County/federal funds, all Property Managers/Developers will be required to:

a) Submit Quarterly Reports

b) Undergo monitoring of tenant files

c) Undergo HQS inspections

Note:  For Bond-Financed Projects Only – Bond-financed projects undergo a different monitoring process. Do not send reminders letters to these projects. Project manager has been providing reports on bond units on a consistent monthly basis. 

A. Phase 1:  In-House Review of Quarterly Reports

Phase 1 shall take place throughout the year as delineated below.  All projects shall contain the following documentation:

· Regulatory Agreement/Loan Agreement/Restrictive Covenant/Contract or any other binding document between OC Community Services and the Developer

· Quarterly Reports from the Developer

· Project correspondence

Procedure

Schedule for Quarterly Reports based on Fiscal Year calendar:

a) July – September (Quarter 1) Report due October 31st 

b) October – December (Quarter 2) Report due January 31st 

c) January – March (Quarter 3) Report due April 31st 

d) April – June (Quarter 4) Report due July 31st 

Procedure

1. Send out Reminder Letters at least two weeks prior to report due date. Modify letter located at:


\\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 

Compliance-Program Compliance\Affordable Housing Monitoring\Reminders.


 Attach Monitoring Package located at:


 \\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 


Compliance-Program Compliance\Affordable Housing Monitoring\Forms\New 


Forms. 

2. Upon receipt of Quarterly Report, review against Regulatory Agreement/Loan Agreement/Restrictive Covenant, or any other binding contractual document to determine compliance with affordability requirements for the particular development.












3. Log report information in Monitoring Database located at (Note: Password for Monitoring Database is): 


 \\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 


Compliance-Program Compliance\Affordable Housing Monitoring. 

4. File report in Affordable Housing Monitoring filing cabinet. 

Note: For Bond-Financed Projects Only – Reports for the bond-financed projects shall be filed in a separate cabinet, located in the file room, and specifically labeled for Bond Projects Monitoring. 

5. If reports are not timely, send out Reminder for Due Reports. Modify letter located at: 


\\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 


Compliance-Program Compliance\Affordable Housing Monitoring\Reminders.

B.
Phase 2:  On-Site Monitoring Visit

The on-site monitoring visit shall take place at least once during the fiscal year.  This visit shall be conducted by Program Compliance staff and shall include a 6-step process:

· Notification Letter

· The Entrance Interview

· File Inspection

· HQS Inspections

· The Exit Interview

· Follow-Up Letter

Program Compliance staff must conduct monitoring visits at all County-assisted affordable housing developments. A sampling of units (typically four to ten) will be inspected for each development.  Program Compliance staff will coordinate with the Orange County Housing Authority (OCHA) Leasing Section to obtain a listing of HQS inspections conducted in the past six months for the projects listed in the Monitoring Database. Two to five OCHA inspections can be used in lieu of inspecting new units. This methodology of cross-cooperation with OCHA is used to prevent duplication of inspections. 

C.
Selection of Units/Notification of On-Site Visit

Procedure 

6. Consult Monitoring Database for information on developments that need to be visited/re-visited. Each development will be visited once a year. 

7. Contact Property Manager/Developer by phone to set up visit at least three weeks in advance. 

8. Using latest Quarterly Report submitted by Property Manager, choose random units to be visited along with files to be reviewed. Cross-reference OCHA’s listing of HQS inspections conducted in the past six months to eliminate duplication of effort. Contact the appropriate staff person, in the OCHA/Leasing Section for information on current OCHA inspections. 

9. Send Notification Letter to Property Manager confirming meeting date, time, location, and units and files to be inspected. Modify letter located at \\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & Compliance-Program Compliance\Affordable Housing Monitoring\Inspection Notifications. Attach sample HQS Inspection Form and Inspection Notice (both located under \\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & Compliance-Program Compliance\Affordable Housing Monitoring\Docs for Monitoring). 

10. Make copies of Notification Letter for reading file and project file.

On-Site Monitoring Visit
The OC Community Services monitoring team shall consist of a minimum of two staff persons.  One shall be responsible for reviewing and monitoring the requested tenant files; the other shall be responsible for conducting the HQS Inspections on the rental units.  It is possible that more the one staff member will be on-site conducting HQS Inspections.

Procedure

11. Conduct an Entrance Interview with Property Manager and any other key staff from Property Management’s organization. The purpose of the this conference is to summarize OC Community Services’ monitoring process and to update the Property Manager on any other issues pertinent to the monitoring of their development.

12. Conduct HQS inspections on designated units. Take pictures documenting the on-site visit. 

13. Review tenant files for income verification. Fill out Checklist for Monitoring –Part I (for development) and Checklist for Monitoring – Part II (for each tenant file).  These checklist can be accessed at:


\\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 


Compliance-Program Compliance\Affordable Housing Monitoring\Docs for 


Monitoring. 

14. Conduct Exit Interview with Property Manager after HQS inspections and file inspections are concluded. This interview is conducted for the purpose of informing the Property Manager of the status of the units inspected and the condition of the tenant files in relation to income qualification. 

D.
Follow-Up Letter 
The Program Compliance Section is responsible for preparing a letter summarizing the results of the on-site monitoring and inspection.  The letter shall, in a clearly stated manner, provide the property manager with the findings of the monitoring visit.  




Procedure

15. Within one week of the on-site visit, a Follow-Up Letter shall be transmitted to the Developer and/or Property Manager stating in great detail all the findings of the monitoring visit. This letter shall identify any findings, specify corrective actions for each finding, specify recommendations for improvements, and include deadlines for written responses and correcting deficiencies. Modify letter located at:


\\Sp03\shared documents\Housing & Neighborhood Preservation\Planning & 


Compliance-Program Compliance\Affordable Housing Monitoring\FollowUp 


Letters.

16. Update Monitoring Database with status of monitoring visit.

17. File all HQS Inspection Forms, Checklist for Monitoring Part I & II, may take pictures, and copies of the Follow-Up Letter in Affordable Housing Monitoring filing cabinet.

18. Conduct any follow up based on the findings documented in the Follow-Up Letter.  The OC Community Services staff person conducting the HQS Inspections shall be responsible to follow-up with Property Manager to make sure that the required actions are completed within the specified time frames.  Once the required actions have been completed to the satisfaction of the HQS Inspector, the Program Compliance Section shall transmit a letter to the Property Manager acknowledging that corrective actions were found to be satisfactory.


APPROVED: _________________________________________
DATE: ___________________

                               Manager, Program Compliance 


APPROVED: _________________________________________
DATE: ___________________

                                Manager, Community Development Services


APPROVED: _________________________________________
DATE: _____________

      Director, OC Community Services
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