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APPENDIX L-1

CASE STUDY: INTRODUCTION AND BACKGROUND


For the purpose of this Case Study, it is assumed the subject property is a five-year old PRAC consisting of 32 units, with 12 studio and 20 one-bedroom units.  Prior to conducting the MOR, the Program Specialist received the following training:

· Certified Occupancy Specialist training provided by a contractor;

· Management and Occupancy Review (MOR) on-site training from a senior/Supervisory Program Specialist using the HUD-9834, including pre- and post-review activities;

· MEO electronic task-management system and REMS training;

· Basic asset management servicing training; and

· Travel procedures and requirements, and other administrative procedures.

It is assumed that this is the first MOR conducted of the property by the MEO.  It is anticipated that each tenant file review will require an average of approximately 20 minutes to complete.  To assist owners in verifying that all required documents will be in each tenant file, during phase-in and at the time of scheduling the review, each owner/agent was provided a Tenant File Checklist (see Appendix L-6).  Owners/agents were also provided with a Certification Review Report that could be used at certification to clearly indicate how income and/or expenses were calculated (See Appendix L-7).

It is anticipated that a work plan will be developed at the beginning of the year using a rating and ranking list provided by the CGO.  If the CGO does not provide a list, the MEO will develop its own ranking using HUD’s objective Rating and Ranking report (Appendix L-8).  This property received a lower assessment score.  It was considered “not troubled” and was not among the first group of properties scheduled for an MOR.  When the work plan was developed, PWS tasks included on the plan were entered into the MEO electronic task-management system for all properties to establish a tickler system of upcoming actions.  Scheduled MORs are entered in REMS as well.

It was determined that the review would be conducted on July 15.  Thirty days prior to the review, on June 15, the MEO electronic task management system sent a reminder to the Program Specialist responsible for conducting the review.  The Program Specialist then sent an email to the owner scheduling the date and time of the review (See below for a sample of the email message).  The Program Specialist (PS) then confirmed the scheduled date in REMS and the MEO electronic task-management system.
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Desk Review
Prior to conducting the on-site review, a desk review was conducted by the Program Specialist.  The following items were reviewed:

· The last MOR and follow-up correspondence.  There were no outstanding findings.

· The Financial Analyst was contacted for any outstanding issues.  The Financial Analyst advised us of the following:

· The property is no longer required to submit Monthly Accounting Reports.  

· The Financial Analyst noted that the PRAC was due to expire within 60 days, however, in reviewing the remaining funding available and the most recent budget it was determined that the contract had sufficient funds to extend the term of the contract for an additional 3 years.  The Financial Analyst then prepared an Amendment to the PRAC extending the contract and sent it to the owner for signature, prior to execution.  The Financial Analyst notified the Program Specialist of this issue and subsequent action taken. 

· Since energy costs have escalated, the Financial Analyst advised that the owner has performed a recent utility analysis and that the utility allowance is adequate.  

· The Rent Schedule was compared with the PRAC to determine if rents were correctly entered in TRACS.  The Financial Analyst noted that the initial rents were entered incorrectly and made the appropriate adjustments.

· The latest FASS submission had been reviewed.  There were no compliance findings; however, the Financial Analyst advised that the property had received a Service Coordinator Grant in the amount of $75,500 during the past year.  Disbursements of grant funds for start-up costs in the amount of $15,000 have been made to date.  Since PRACS are not eligible recipients of Service Coordinator grants, the Program Specialist will advise the owner/agent during the MOR that the grant will be terminated and all undisbursed funds will be recaptured.  The Program Specialist will give the owner an opportunity to submit a budget-based rent increase to include the Service Coordinator expenses.  

· The latest financial statement indicated the property had $6,500 in surplus cash as reported on the financial statements submitted for the last fiscal year. These funds should have been deposited into the Residual Receipts account.

· The Financial Analyst advised that required deposits have been made to the Reserve for Replacement account, but these funds have not been utilized to date.

· The last REAC physical inspection was reviewed and it was noted that the owner certified that all EH&S deficiencies were mitigated.  The property received a score of 87c* on the inspection.  There were several level-3 deficiencies noted on the inspection report.

· TRACS reports were reviewed.  As a result of a review of the Certifications with Discrepancies report, it appears that some tenants are not age eligible.  

· The subcontractor processing vouchers was contacted for a report of current tenant certifications.  The subcontractor processing vouchers advised that the owner has submitted vouchers in a timely manner and that all vouchers have been reviewed and approved for payment prior to the last business day of the month in which the voucher was submitted.  The voucher processing center also advised that the property’s vouchers consistently reflected a minimum of 3 vacant units.  .

· The telephone tracking log was reviewed.  It was noted that several tenant complaints were received during the past six months regarding maintenance and security issues.

· The project files were reviewed for any other outstanding issues.  Review of the Lead-Based Paint requirements is not required as 202 PRAC properties are exempt.

On-Site Review 

The Program Specialist used forms HUD-9834, the Service Coordinator Checklist, FHEO Limited Review Checklist, and the RHIIP checklist, (which are loaded on a laptop computer) to conduct the interview and resident file reviews.  Standard language for findings and corrective actions based on the responses to the questions asked on the 9834 will also be entered in the laptop to create efficiencies and to assure that all properties are treated equally in the write-up of the MOR.

The Program Specialist conducted the interview, covering all items on the HUD 9834.  During the course of the interview, management was asked specific questions concerning maintenance and security issues based on tenant complaints received by customer service staff.  The work order log was reviewed to verify validity of the tenant complaints, and it was determined that there is a backlog of work orders, some of which are health and safety concerns.  Management was asked to explain why work orders are not being addressed in a timely manner, and lack of adequate staffing was their response.  The security concerns raised are due to traffic through the property, resulting in vandalism and graffiti.  

During the course of the interview, the site manager advised that there was a change in ownership that may include new Board members or Officers.  Additional questions were asked of the management agent present at the review to determine if an unauthorized Transfer of Physical Assets had occurred in violation of the Regulatory Agreement.   For the purpose of the Case Study, the MEO Team assumes that an unauthorized TPA did occur, not just a change in Board members, and so the agent was advised that the owner must submit a TPA application immediately.  Failure to do so would result in a Notice of Violation of the Regulatory Agreement and possible other administrative sanctions. 

The interview also included questions regarding the Service Coordinator program using the Service Coordinator Checklist (See Appendix L-4) attached to the MOR Report.  The agent was advised that these activities would need to be included in a budget as PRAC properties are not eligible for Service Coordinator grants and that the existing grant will be terminated and all undisbursed funds recaptured. The grant funds will be recaptured immediately.  Residual Receipts are to be requested for expenses associated with the Service Coordinator prior to implementation of a rent increase. 

In addition, management was asked to provide the following documents for subsequent review (by the Program Specialist off-site prior to finalizing the MOR):

· Routine Maintenance Schedule

· Preventive Maintenance Schedule

· Work Order log to document finding.

· Copies of any vendor contracts

· List of vendors

· Unit Inspection schedule

· Redecorating Schedule

· Schedule of charges for tenant damage 

· Move-In/Move-Out Inspection Forms

· Copy of tools/equipment/supply inventory

· Copies of the most recent bank statements for the Operating Account, Tenant Security Deposit Account, Reserve for Replacement and Residual Receipts Accounts

· Delinquent Accounts Payable, if applicable.

· A copy of the current budget since the property has not requested a rent increase during the past year.

· Rent collection procedures

· Aged tenant delinquency report, if applicable.

· Tenant Selection Plan

· Affirmative Fair Housing Marketing Plan

· Ethnic Breakdown

· Waiting List

· Copy of lease used

· Copy of application for occupancy

· Grievance Procedure

· House Rules

· Written policy for handling evictions

· Pet Policy

· List of current vacant units.

· List of staffing charged to property

· Copy of the most recent insurance coverage

After completion of the interview, the Program Specialist selected a sampling of units that contained EH&S findings on the last REAC inspection.  The Program Specialist noted that although the owner/agent certified they had mitigated the EH&S items, some items had not been corrected.  

Five tenant files were reviewed.  The Program Specialist had already determined which files were to be reviewed based on observations made while reviewing TRACS reports during the Desk Review.   The RHIIP Tenant File Review Worksheet requirements were used to review each tenant file selected.  The following types of errors were found as a result of the tenant file reviews:

· Some files lacked third party verification

· Some files contained errors in the subsidy payments computation

· Several tenants were admitted who did not meet the age eligible requirement of 62 years

At the completion of the tenant file reviews, the FHEO Limited Review Checklist and a review of 504 compliance was completed.  The Service Coordinator Monitoring Review Checklist was completed, and it was verified that the owner was in compliance.  An exit conference was conducted with the agent and on-site manager since the owner was not present.  The preliminary findings, observations, and corrective actions discussed were:

· Unauthorized TPA

· False EH&S certification

· Failure to mitigate EH&S findings

· Poor maintenance practices

· Lack of Security

· Excessive vacancies

· Discrepancies of several types as a result of tenant file review, including admitting residents who did not meet age eligibility requirements, incorrect subsidy calculation, and missing third party verification.  

· Ineligible Service Coordinator grant
The agent was advised that based on the above findings and observations, the preliminary rating would be less than satisfactory.  The agent was advised that most of the findings identified were to be resolved within 30 days.  The Program Specialist discussed with the agent the format for a corrective action plan to be submitted with the response to the MOR for those findings, such as the TPA, that cannot be resolved within 30 days.  The agent was also advised that there might be additional findings as a result of the Program Specialist’s review of the additional materials provided during the review. 

Post-Review

Upon completion of the MOR, REMS was updated with the date the review was conducted.  Before finalizing the MOR report, the Program Specialist reviewed the materials provided that were not reviewed on-site.  The following additional findings were noted:

· The established preventive maintenance schedule was not adhered to;

· The established tenant selection plan is incomplete and inaccurate.  It did not include income requirements, rights of refusal, income verification, rejection of applicants, criminal background checks, and occupancy provisions of the Quality Housing and Work Responsibility Act of 1988 (QHWRA); and  

· The waiting list was not used to place applicants into the property.

Standardized language was automatically generated for the majority of the findings and corrective actions contained in the MOR report. (The Management Review Report included in this case study contains some standardized findings and required corrective actions and others will be developed during the Phase-In period.  The MEO will change the format of the MOR report to accommodate these standardized findings.  Findings will now be reflected on the Management Review Questionnaire portion of the HUD-9834 and the finding number will relate the specific question.)  Additional narrative was provided for those findings unique to the property that did not have standardized language.  The MOR report for this review is provided below.  Based on the adverse findings in violation of the Regulatory Agreement and Project Rental Assistance Contract, and Handbook 4350.1 which requires that the lowest categorical rating given on the Management Review report in the Physical Condition, Financial Management or Leasing and Occupancy categories would normally be the overall rating, an Unsatisfactory rating was given.  The report was sent to the Supervisory Program Specialist for review and signature.  After signature, the Program Assistant distributed the report to the appropriate parties and updated REMS with the date the report was issued, the rating, and the date the owner’s response is due.   The Program Assistant also updated the MEO electronic task-management system and filed the report.  Because of the serious findings contained in the MOR, the owner was advised of his appeal rights and advised that if all corrective actions cannot be completed within the 30-day timeframe, they are required to submit a Corrective Action Plan (CAP).  A copy of the MOR report was also sent to the local jurisdictional HUD office.

Although not currently required by HUD staff, the Program Specialist will complete a Tenant File Error Summary (see Appendix L-9) of all incorrect subsidy payments identified during the MOR.  The Tenant File Error Summary will be provided to the Financial Analyst who will enter all errors on the Quality Control Tracking Log (see Appendix L-10).  The Financial Analyst is responsible for tracking correction of the over/under payments identified.  

The MEO Team assumed that it would be the MEO’s responsibility to maintain the troubled indicator in REMS.  Since the property received an Unsatisfactory rating, the property’s status was changed from “non-troubled” to “troubled” by the Program Specialist with concurrence of the Supervisory Program Specialist and the Problem Statement was updated in REMS to reflect the change in status.  A narrative was also entered on the Problem Statement screen to indicate why the project’s status was changed.  In addition, at the end of the appeal period, the owner and agent were flagged in the Active Partners Performance System (APPS) for the Unsatisfactory MOR rating.  

Thirty-five days after issuance of the report, the owner submitted an appeal of the rating, stating that there was no unauthorized TPA.  Although the appeal was submitted late it was accepted and reviewed by the Quality Control Analyst.  The appeal was denied based on a lack of adequate justification to support the owner’s claim there was no change in ownership.  In addition, the Quality Control Analyst noted that the report contained other serious findings that contributed to the Unsatisfactory rating which the owner’s appeal did not address, such as admitting applicants who did not meet the age eligibility requirements, failure to obtain third-party verifications, and failure to mitigate EH&S findings.  

Upon receipt of the owner’s response, which included a waiver request of the age restriction, the Program Assistant mailed the response and all supporting documentation to the Program Specialist for review. The Program Assistant also provided a copy of the waiver request to the Financial Analyst for review.  

Because the owner could not complete all corrective actions within 30 days, the owner provided a CAP for findings related to inadequate staffing, vacancies, and the transfer of ownership and requested three additional months to hire staff and complete the TPA process.  The owner provided supporting documentation to close all additional findings.  The Program Specialist reviewed the CAP, recommended approval, and sent it to the Supervisory Program Specialist for concurrence and approval.   The supporting documentation was sufficient to close all findings not included in the CAP.  

The Financial Analyst advised the Program Specialist that the owner’s request for waiver of age restriction could not be approved and provided the reason for this decision.  The Program Specialist prepared a response to the owner advising that the waiver was denied since age eligibility is a statutory requirement for PRAC properties, and therefore cannot be waived.  After approval of the CAP the Program Specialist closed the review in REMS and the MEO electronic task-management system and sent an email to HUD to show that an appropriate CAP is in place.  The CAP was also entered into the MEO task-management system to initiate follow-up actions.  The MEO’s electronic task-management system prompts the Program Specialist every 30 days to follow-up on the CAP until closeout.

If the owner fails to complete the CAP within the proposed target date of completion, administrative sanctions will be imposed.  This could result in referral to the Departmental Enforcement Center (DEC) or other administrative sanctions.

ADVANCE \R 273.60U.S.Department of Housing and Urban DevelopmentPRIVATE 
 

XXXXX Service Center








        25 Center Street

XXXXX, XXX   00000

www.hud.gov

espanol.hud.gov









August 10, 2005

CERTIFIED MAIL – RETURN RECEIPT REQUESTED

Rocky Squirral, President

Board of Directors

Bullwinkle Estates, Inc.

145 Rocky Mountain Lane

Boston, MA 02101

Dear Mr. Squirral:

Subject:  Management and Occupancy Review Report

               Property Name:  Bullwinkle Estates

               Property Number:  146-EE123

               Property Location:  Boston, Massachusetts


On July 15, 2005, Elmer Peabody, Program Specialist of the Providence Service Center, conducted a Management and Occupancy Review of the subject property.


Enclosed is the Management Review Summary Sheet and Questionnaire, which details the scope and findings of this review.  The general results of the review were discussed with Dudley Do Right, President of Do Right Management Company, at the exit conference on July 15, 2005.


The report reflects an overall Unsatisfactory rating.  This rating is based on the number and severity of findings contained on the Management Review Summary Sheet and Questionnaire.


The specific deficiency(ies) that resulted in this rating as well as the corrective actions required and target completion dates are detailed in the enclosed report.  For any findings noted in the report, please advise this office within 30 days from the date of this letter of the corrective actions planned or taken on these items.  


Please be advised that if the owner cannot provide a response within 30 days from the date of this letter, the owner must submit justification and a Corrective Action Plan (CAP).  If approved, the owner must complete all actions by the proposed completion date in the CAP.  All proposed completion dates must be within a three-month period from the date of this letter or other dates agreed upon.


If the owner fails to respond within 30 days from the date of this letter without submitting a justification and a Corrective Action Plan, or fails to complete the CAP within the proposed target date(s) of completion, we will consider referring the project to the Departmental Enforcement Center or taking other administrative sanctions.


You may appeal Below Average/Unsatisfactory ratings by submitting an appeal letter to me within thirty (30) days of this letter.  The appeal letter must explain the factual basis for a change in the rating, with sufficient examples provided to allow us to evaluate the information.  Any correspondence regarding this review should be submitted to me at the address above.


This report could affect your Previous Participation Clearance.  If a Below Average/Unsatisfactory rating is not appealed or is appealed and sustained, an entry will be made in the Active Partners Performance System (APPS) of the Unsatisfactory rating and will be considered during any future Previous Participation Clearance, which can be denied unless acceptable progress is made in resolving any serious violations.


The Department will not allow management to continue at this level of performance.  Failure to implement the necessary corrective actions will result in removal of the management agent and denial of future participation in HUD programs.


We are requesting that you commence providing monthly accounting reports for the project.  The required HUD forms are Monthly Report for Establishing Net Income, Forms HUD-93479, 93480 and 93481.  Please access the forms listed from HUDClips at http://www.hudclips.org .  Provide the reports commencing with the month ending August 31, 2005, and for each month thereafter.  Monthly reports are due in this office on the tenth day of the month following the reporting period.  


Thank you for the courtesies extended to Elmer Peabody, Program Specialist, during the review.  If you have any questions, please contact Mr. Peabody at xxx-xxx-xxx.







Sincerely,







Boris Badanof







Supervisory Program Specialist







Providence Service Center

Enclosures

cc:

Dudley Do Right, Do Right Management Company

HUD Project Manager

Providence Service Center Financial Analyst

SAMPLE E-MAIL MESSAGE FOR CASE STUDY – Scheduling MOR


Email issued by PS to owner and agent on June 15, 2005, 30 days prior to scheduled MOR.





To:  		Rocky Squirral, President, Board of Directors


        		Dudley DoRight, DoRight Management Company


From: 		Elmer Peabody, Program Specialist


Subject:	Management and Occupancy Review – July 15-16, 2005





This is to advise you that a Management and Occupancy Review (MOR) of Bullwinkle Estates is scheduled for July 15 and 16, 2005, beginning at  8:30 a.m. and ending at approximately 5:00 p.m. each day.  This MOR will follow the requirements of Handbook 4350.1 and form HUD-9834, and will cover the following areas: 1) General Physical Condition; 2) Financial Management; 3) Leasing and Occupancy; 4) Tenant Management Relations; 5) Drug-Free Housing Policy; and 6) General Management Practices.





All documentation referenced in the HUD-9834 should be available for review.


As part of the Leasing and Occupancy portion of the review, I will determine the owner’s compliance with the Rental Housing Integrity Improvement Program (RHIIP) using the recommended Tenant File Review Worksheet and I will review a sampling of resident files to determine resident eligibility and selection, certification and recertification of family income and assets, family characteristics, and determine that correct documentation is in each resident file to support claims for payment under the subsidy contract and that those residents not receiving assistance under a Project Rental Assistance Contract (PRAC) are paying the correct rental amount under the applicable program.  Attached is also a Tenant File Review Checklist.  To expedite my review, please tab or segregate the items on the checklist for each tenant file.





I will also complete a Fair Housing and Equal Opportunity Limited Review Checklist to verify compliance with Civil Rights regulations:  Title VI, Title VIII, the Americans with Disabilities Act, and Section 504 of the Rehabilitation Act of 1973, and the Service Coordinator Monitoring Checklist to verify compliance with Service Coordinator guidelines contained in Handbook 4381.5.





Please provide residents with the appropriate notice of the possibility of a unit inspection.  Any unit inspections will occur on July 15, 2005.





If the above dates are not acceptable, please contact me at xxx-xxx-xxxx.


�
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