



CHAPTER 6:  CONDUCTING MANAGEMENT REVIEWS

SECTION 1 - MANAGEMENT REVIEWS
6-1. INTRODUCTION

Project monitoring is an integral part of the Office of Multifamily Asset Management’s responsibilities.  Monitoring project operations is required to ensure that HUD’s multifamily housing programs are administered as intended by identifying deficiencies to eliminate fraud, waste, and mismanagement.  Documented monitoring activities also provide support for enforcement actions when owners/agents will not correct deficiencies.  The management review is one of the integral mechanisms of project monitoring used to ensure that owners/agents comply with the requirements under the Regulatory Agreement, Mortgage, Management Certification, Housing Assistance Payments (HAP) Contract and/or other relevant business agreements.  
6-2. APPLICABILITY

This chapter applies, in whole or in part, to all projects administered by the Office of Multifamily Housing Programs.  They are:

Projects with insured or HUD-held loans that were insured under the following sections of the National Housing Act:
· Section 207 Rental Housing Insurance

· Section 213 Cooperative Housing Insurance

· Section 220 Rehabilitation and Neighborhood Conservation Housing Insurance

· Section 221 (d)(3) and Section 221 (d)(4) Mortgage Insurance for Rental and Cooperative Housing
· Section 221(d)(5) of the National Housing Act (221(d)(3) Below Market Interest Rate)

· Section 223 of the National Housing Act

· Section 231 Housing for Elderly Persons

· Section 236 Rental Housing (including units for which tenants receive rental assistance payments)
Projects receiving direct loans, grants, or assistance from the Department under the following 
programs:
· Section 202 Supportive Housing for the Elderly

· Section 202/8 Direct Loan Program for Housing for the Elderly or Persons with Disabilities

· Section 202 Assisted Living Conversion Program
· Section 811 Supportive Housing for Persons with Disabilities
· Section 201 of the Housing and Community Development Amendments Act of 1978, as amended (Flexible Subsidy and Capital Improvement Loans)

Projects receiving rental assistance under the following programs:

· Section 101 of the Housing and Urban Development Act of 1965 (Rent Supplement)

· Section 8 Project-Based Rental Assistance Programs, including:

· Section 8 New Construction

· Substantial Rehabilitation

· Loan Management Set-Aside

· Property Disposition

· Rental Assistance Payment

· Supplemental Rent Payment

6-3. REVIEWING OFFICIALS

Reviewing officials perform front-line monitoring activities and include HUD Office of Asset Management staff, HUD’s Contract Administrators (Performance Based and Traditional), and Mortgagees of coinsured projects.  The primary responsibility of reviewers is to assess management and oversight of multifamily housing projects.  The information is used to assist HUD with detecting operational deficiencies, determining the causes of problems, and structuring management improvement plans to correct the causes of the deficiencies.

Note:  HUD’s Contract Administrators (CAs) are responsible for conducting management reviews relating to HAP contract compliance only.  Mortgagees are responsible for conducting reviews in accordance with responsibilities as outlined in HUD Handbook 4566.2, Management, Servicing, and Disposition Requirements for Projects.  Therefore, the level and type of review may vary.
6-4. FREQUENCY OF MANAGEMENT REVIEWS

This section refers to on-site management reviews performed by HUD staff.  When resources are available, HUD reviewing officials must complete management reviews within the following timeframes and/or circumstances: 
· Within six months after a project commences occupancy;

· Within six months following a change in project ownership/management;
· When desk reviews and risk assessments indicate that physical, financial or management problems exist and the extent or cause of the problem is not immediately apparent (troubled and potentially troubled project category);

· When deficiencies in project operations have been identified at other projects of the same owner/management agent; 
· Prior to granting preliminary approval of a transfer of physical assets (TPA) proposal; and,

· As necessary to monitor the owner/agent’s implementation of any required corrective actions or project improvement efforts.
Note:  When processing requests that may impact the project financially (i.e., mortgage prepayment, partial payment of claim, decoupling, etc.), HUD staff should check to ensure that an on-site management review has been performed within the last 12 months.  
CAs perform management reviews in accordance with established contractual requirements and procedures.  Mortgagees of projects with coinsured mortgages with HUD must perform management reviews in accordance with HUD Handbook 4566.2, Management, Servicing, and Disposition Requirements for Projects.

SECTION 2 - MANAGEMENT REVIEW FORM

6-5. MANAGEMENT REVIEW FORM  PURPOSE
Background:  As required by HUD’s business agreements, owners/agents must furnish information to the Department upon request and provide specific answers to questions relative to income, assets, liabilities, contracts, project operations, property condition, and the status of the insured mortgage (if applicable).  The Form HUD-9834, Management Reviews for Multifamily Housing Projects has been developed to ensure compliance with the terms and conditions of HUD business agreements.  (Refer to Appendix 1 of this chapter).  The on-site review of project operations also includes up-front civil rights monitoring for HUD’s Office of Fair Housing and Equal Opportunity (FHEO).  For detailed information regarding civil rights monitoring, refer to Chapter 9 of this Handbook.

Purpose of the Form HUD-9834:  The Form HUD-9834 is designed to assess the management and oversight of multifamily housing projects and to determine the level of compliance with HUD’s business agreements.  
The management review form consists of three parts: 1) Desk Review, 2) On-Site Review with Addendums, and 3) the Summary Report.  The reviewing official must complete the appropriate addendums based on the type of project, which is discussed in more detail in paragraph 6-8 of this chapter.

During the on-site review, the reviewing official should assess the adequacy and effectiveness of the owner/agent’s operations by assigning a performance indicator/rating to one or more of the following seven categories, which include:  A. General Appearance and Security; B. Follow-up and Monitoring of Project Inspections; C. Maintenance and Standard Operating Procedures; D. Financial Management/Procurement; E. Leasing and Occupancy; F. Tenant/Management Relations; and G. General Management Practices.  In addition, the reviewing official will be required to provide an overall rating based on the performance indicators discussed in paragraph 6-11 of this chapter.  Although the questions in Part I, Desk Review, are not rated, they are used to assist the reviewing official in preparing for the on-site review and can impact the rating if ongoing non-compliance items are identified.  Further detail with determining ratings is discussed in paragraph 6-11 of this chapter.

6-6. INTERRELATIONSHIPS
The on-site management review is designed to work in conjunction with other HUD reviews (Real Estate Assessment Center (REAC) inspections, annual financial statement reviews, monthly accounting report monitoring, Fair Housing Civil Rights Front-End and Limited Monitoring Reviews, Departmental Enforcement Center (DEC),etc.).  Although management reviews should not duplicate other review activities, the information gathered from other sources should be used when completing the Form HUD-9834.  Overlap among the different types of review activities can occur, however this redundancy works to the advantage of HUD as long as the appropriate information is shared.  There is also an interrelationship between HUD and the CA.  HUD staff should not conduct a management review of the same areas for which the CA has oversight responsibility.  Additionally, CAs are not required to obtain input from HUD staff to determine the overall rating.  The CA’s overall rating reflects a review as it relates to compliance with the HAP contract only.  In some cases, HUD staff may conduct a limited review to target other areas of concern and the rating for those areas reviewed will be issued to the owner/agent in a separate report.  In such cases, the CA will be notified if HUD issues an alternative rating; however, this process does not impact the overall rating assigned by the CA.  Deficiencies identified in the limited review will require follow-up by HUD staff.  Refer to paragraph 6-11(E) of this chapter for more discussion on conducting and rating limited reviews.  Lastly, in instances where owners fail to bring properties up to standard, and where physical and financial deficiencies persist, the DEC can take appropriate enforcement action.
6-7. PRIOR TO THE ON-SITE REVIEW

NOTIFICATION TO THE OWNER

The reviewing official is responsible for contacting the owner/agent to schedule a date for the on-site review.  Once the on-site review is scheduled, the reviewing official must confirm the scheduled review with the owner/agent in writing at least two weeks in advance.  (Refer to Appendix 2 of this chapter.)  The reviewing official must also notify the owner/agent of the documents that must be available the day of the review, as indicated on Addendum C of form HUD-9834, and must include Part A of Addendum B of form HUD-9834 for completion by the owner/agent.  Additionally, the reviewing official forwards Part A, Sections I, II, and III of the checklist for On-Site Limited Monitoring and Section 504 Reviews (Addendum B) of HUD- 9834 to the owner/agent for completion prior to the on-site management review.  
Note:  There are items on Addendum C and Addendum B, Part D that may not be required for the review.  Only indicate items that should be made available for the review and add any additional items under “Other” as necessary.
DESK REVIEW

Preparation for the review is essential for effective monitoring and the reviewing official should be knowledgeable of the owner/agent’s operations.  The Desk Review is designed to provide a well-rounded view of the project and identify potential problems that must be targeted during the on-site review.  Failure to complete this portion of the review process can result in the reviewing official being unprepared for the on-site review.  Familiarity with the project and program monitoring requirements will assist the reviewer with providing quality technical assistance to the owner/agent and maximizing the use of limited time during the on-site review.  The Desk Review section of form HUD-9834 consists of questions used to prepare the reviewing official for the on-site review and must be completed prior to conducting the on-site review.  Therefore, the reviewing official must be knowledgeable of the applicable statutes/program regulations and have the ability to analyze all available data. 
To complete the Desk Review section, the reviewing official will need to review the project files, system reports, and other documents and data that pertain to the project under review.  The first step in reviewing the systems data involves reviewing the Integrated Real Estate Management System (iREMS) screens to verify the accuracy of the Ownership and Management information.  The reviewer is also required to conduct additional research to prepare for the on-site review.  For example, the reviewer should review the last REAC physical inspection report to be knowledgeable of the REAC physical inspection report deficiencies.  The reviewer should also research the iREMS Problem Statement screens to obtain additional background information.  
For HUD-insured projects receiving federal assistance reviewed by HUD staff, reviewers must complete the entire Desk Review.  For co-insured projects, HUD staff/mortgagees must complete all applicable sections.  For subsidized projects reviewed by CAs, reviewers must complete the entire Desk Review except where noted: “This question applies only to HUD Staff/Mortgagees.”
Note:  Where HUD staff is the reviewing official, the iREMS data screens should be reviewed to determine if there are pending Departmental Enforcement Center (DEC) actions and contact the DEC before scheduling the on-site review to obtain additional information.  Additionally, PBCA’s should verify DEC status to determine whether to conduct the review and contact the local HUD Office for scheduling guidance.
6-8. ON-SITE REVIEW

After analyzing the Desk Review to target specific areas of concern, the reviewer must complete the appropriate sections of Part II, On-site Review, of form HUD-9834.  Completing this section requires an interview approach with the owner/agent; therefore, the form should not be provided to the owner/agent for completion prior to or during the on-site review (with the exception of Part A, Addendum B.)  The on-site review also includes Addendums that must be completed and/or retrieved.  The reviewing official must complete the appropriate addendums based on the type of project.

· For subsidized projects, reviewers must complete:
· Addendum A -Tenant File Review Worksheet;
· Addendum B - Checklist for On-Site Limited Monitoring and Section 504 Reviews; and,
· Addendum C - Documents To Be Made Available By Owner/Agent.  
· For unsubsidized projects, reviewers must complete:

· Addendum B, Part D – Documents To Be Obtained From Owner/Agent; and Addendum C - Documents to Be Made Available by Owner/Agent only. 

Note:  Addendum B (Checklist for On-Site Monitoring and Section 504 Reviews) is used by HUD to ensure owner/agent compliance with HUD’s nondiscrimination requirements for multifamily housing programs.  Further discussion on the Civil Rights Front-End Monitoring Reviews is discussed in Chapter 9 of this Handbook.
All reviewing officials should notate “N/A” for questions that are not relevant to the program under review.  Additional guidance for mortgagees conducting management reviews can be found in HUD Handbook 4566.2, Management, Servicing, and Disposition Requirements for Projects.
The on-site review also requires follow-up and monitoring of inspections if deficiencies are noted on the physical inspection report released within the last twelve months and/or if information is available requiring corrective action.  Some of the items that should be reviewed include, but are not limited to:

· Reviewing a sampling of Exigent, Health, and Safety (EH&S) problems identified in the REAC physical inspection if the report was released within six months prior to the on-site review.  The reviewing official should consider these items a priority and the sampling process should assure that all EH&S deficiencies have been corrected;

· Reviewing a sampling of units and common areas to verify that significant REAC physical inspection report deficiencies (other than EH&S) such as falling retaining walls, broken sidewalks, exterior painting, etc, have been corrected; and,

· Reviewing and obtaining a copy of the lead-based paint certification (if applicable) and noting deficiencies and/or environmental hazards if information is made available requiring corrective action. 
Note:   For projects that have been designated as “troubled” based on REAC physical inspection issues all reviewing officials should attempt to schedule the on-site review within three months of the REAC inspection report release date.  (This process would allow the reviewing official to ensure that EH&S items and other physical condition issues are monitored for correction.) 
6-9

NOTIFICATION TO OWNERS/AGENTS

Upon completion of the management review, the reviewing official must conduct a close out session with the owner/agent to discuss observations and conclusions.  The close-out session will allow both HUD and the owner/agent an opportunity to discuss and correct deficiencies or noncompliance issues requiring immediate attention.  It also prepares the owner/agent for potential findings that will be documented in the monitoring letter and report.  

The reviewing official must send the original written report (cover letter, summary report, and summary report-findings) to the owner and provide copies to the management agent and/or contact identified by the owner.  For PBCA reviews rated “Below Average” or “Unsatisfactory,” a copy must be provided to HUD staff.  For all reviews performed by TCAs, a copy must be provided to HUD staff.  (For a sample cover letter to owners/agents, refer to Appendix 3 of this chapter.)
Reports for on-site reviews conducted by HUD staff and CAs must be completed within 30 calendar days of completing the on-site review.  

6-10

COMMUNICATING MONITORING RESULTS/FOLLOW-UP
Communicating the monitoring results is essential for improving performance of HUD programs and improving owner/agent project operations.  The HUD Desk Monitoring Guide: Policies and Procedures for Program Oversight (HUD Desk Guide) was developed to help bring consistency to all HUD monitoring processes and ensure that the Department is performing its oversight functions and addressing deficiencies identified by the Government Accountability Office and HUD Office of Inspector General.  Additionally, the HUD Desk Guide was developed to provide basic policies, procedures, and practices of the Department’s compliance and monitoring responsibilities.  The form HUD-9834 has been developed to incorporate the HUD Desk Guide’s standard procedures for consistency with departmental requirements.  All reviewing officials should refer to the Desk Guide when performing program monitoring activities.  (Refer to Appendix 4 of this chapter.)  Therefore, all written summary reports/findings are required to include the condition, criteria, cause, effect, and corrective action.
· Condition – describes the problem.
· Criteria – cites the statutory, regulatory, or HUD Handbook requirements that were not met (refer to paragraph 9-16 of this chapter.) 
· Cause – explains why the condition occurred.
· Effect – describes what happened or may happen as a result of the condition.
· Corrective Action – required for all findings.  The corrective action should address the cause of the finding to prevent reoccurrence.  Each corrective action will include a timeframe for the program participant to respond.
	Example:

Condition:  As of the date of the review, the prior year Audited Financial Statement had not been submitted to HUD.

Criteria:  Paragraph 9(e) of the Regulatory Agreement and HUD Handbook 4370.2, REV-1, Paragraph 3-2 requires submission of audited annual financial statements. 

Cause:  The owner/agent did not make timely arrangements with a CPA firm to perform the audit.

Effect:  HUD is unable to adequately evaluate the financial status of the project.  

Corrective Action:  Submit the Audited Financial Statement within 30 calendar days of this finding.


Note:  If deficiencies identified during the on-site review are corrected, the reviewing official must send a letter to the owner/agent closing the findings.  (Refer to Appendix 5 of this chapter.)  Once the deficiencies have been corrected, the close-out actions must be notated in iREMS.

6-11

MANAGEMENT REVIEW CATEGORY AND OVERALL RATINGS

A.
Performance Indicators

On-site reviews are intended to provide a measure for key aspects of project management operations.  Performance indicators (or ratings) are assigned to each category and are used to determine and monitor owner/agent compliance with HUD requirements.  The performance indicators are as follows:


Superior (90-100)


Above Average (80-89)


Satisfactory (70-79)


Below Average (60-69)


Unsatisfactory (59 and Below)

B.
Rating Descriptions

The following descriptions provide guidance to the reviewing official when assigning performance indicators to each rated category evaluated by the form HUD-9834.  The reviewing official must use these descriptions when determining the performance indicator for each category.

Superior Rating.  Performance should be rated superior if actions consistently exceed statutory, regulatory, and Handbook requirements for an above-average rating and: 
· Owner/agent has established consistent policies and procedures which are highly successful in carrying out the objectives of HUD housing programs (i.e., provisions of well-maintained housing at the lowest possible rents and proper use and concern for Federal subsidy and insurance funds);
· Owner/agent strictly adheres to procedures, resulting in compliance with the regulatory agreement, subsidy and mortgage contracts, and management certifications; 
· The owner/agent is in compliance with HUD’s lead-based paint requirements (if applicable);
· The property is in exceptional condition and there are no observable Exigent, Health & Safety (EH&S) or other deficiencies; and,
· There are few incidences of errors disclosed in the review and no major adverse findings. 
· There is ample documentation that the owner/agent periodically updates the affirmative fair housing marketing plan (AFHMP) marketing strategies, to address changing local demographics, including persons with limited English proficiency (LEP), person with a variety of disabilities, and large families.  The owner/agent also engages in active outreach efforts to community groups and other organizations to attract individuals of available housing opportunities. 
Above Average Rating.  Performance should be rated above average if actions occasionally exceed statutory, regulatory, and Handbook requirements and: 
· Owner/agent has established policies and procedures which are successful in carrying out the objectives of HUD housing programs (i.e., provisions of well-maintained housing at the low rents and proper use and concern for Federal subsidy and insurance funds);
· Owner/agent adheres to procedures, with very few exceptions, resulting in compliance with the Regulatory Agreement, subsidy and mortgage contracts, and management certifications; 
· The owner/agent is in compliance with HUD’s lead-based paint requirements (if applicable);
· The property is in good condition and there are no observable Exigent, Health & Safety (EH&S) or major deficiencies, but a minimal number of minor deficiencies are observable; and,
· Incidences of errors disclosed in the review are minimal and there are no major adverse findings. 
· The HUD approved AFHMP is available on site, project staff have been trained on implementing the plan and it serves as the primary basis for marketing outreach to the various demographics groups that are lest likely to apply.  Records are maintained on the demographics of applicants and tenants along with data that analyzes the effectiveness of the affirmative marketing efforts.  
Satisfactory Rating.  Performance should be rated Satisfactory if actions meet statutory, regulatory, and Handbook requirements and: 
· Owner/agent is successfully carrying out the objectives of HUD programs;
· Policies and procedures have been established but are not always adequate to prevent errors from occurring;
· The owner/agent submitted a lead hazard control plan within the prescribed HUD timeframe and is awaiting HUD approval (if applicable);
· There are some observable Exigent, Health & Safety (EH&S)/major deficiencies but there is evidence that the owner has already corrected many of the deficiencies noted on the last inspection report; and,
· The owner/agent or their employees have deviated from established policies resulting in deficiencies or there are findings that, with minor adjustments to existing policies or procedures or additional training, the owner/agent should be able to cure the deficiencies.  In such cases, a satisfactory rating should be given only if the owner/agent is willing to make the necessary adjustments and complete the necessary training.
· The HUD approved AFHMP is available in the rental office and affirmative marketing to those least likely to apply occurs based on the Plan, including outreach in other languages to individuals who are limited English proficient (LEP).      

Below Average Rating.  Performance should be rated Below Average if actions rarely meet statutory, regulatory, and Handbook requirements and: 
· Owners/agents policies and procedures are ineffective or inappropriate for the project;
· The policies and procedures do not meet the requirements of the regulatory agreement, management certification, or subsidy contracts;
· Weaknesses in policies and procedures result in frequent failures to comply with published HUD instructions; 
· There are repeat major adverse findings;
· There are open findings from prior year’s management reviews; 
· The owner/agent submitted a lead hazard control plan and has failed to comply with the HUD approved plan (if applicable);
· There are a substantial number of observable Exigent, Health & Safety (EH&S)/major deficiencies and there is evidence that the owner has corrected very few of the deficiencies noted on the last inspection report; and,
· The owner/agent would need significant changes to its existing policies and procedures or the owner/agent or on-site employees would need significant amounts of training to cure the deficiencies. 
· The HUD approved AFHMP is available in the rental office but the AFHMP is not utilized to reach those individuals least likely to apply for housing in the project and the project’s employees are unfamiliar with the AFHMP provisions. 

Unsatisfactory Ratings.  Performance should be rated Unsatisfactory if actions did not meet statutory, regulatory, and Handbook requirements and: 
· Owners/agents actions or failure to act have placed the Secretary’s interest in jeopardy or frustrated achievement of the Secretary’s housing objectives;
· There are major adverse findings in the financial management/procurement processes including, but not limited to, mortgage default, election to assign/assignment of the mortgage, diversion of project funds, unauthorized distribution of funds, failure to fund the reserves for replacements account, failure to submit monthly accounting reports (new projects), and failure to file an annual financial statement (if required);
· There are repeat major adverse findings;
· There are open findings from prior year’s management reviews;
· The owner/agent has failed to submit a lead hazard control plan to HUD (if applicable);
· There are many observable Exigent, Health & Safety (EH&S)/major deficiencies and there is evidence that the owner has not corrected any of the deficiencies noted on the last inspection report;
· The owner/agents actions have failed to meet state and local housing code requirements (regardless of REAC score); and,
· The owners/agents policies and procedures are ineffective or lacking to the extent that the owner/agent frequently, and often seriously, fails to comply with HUD’s regulations and published instructions.  
· There is no HUD approved AFHMP available in the rental office.  

In addition to the major adverse finding examples listed under “Unsatisfactory”, other examples of major adverse findings include, but are not limited to, willful failure to maintain the property in an acceptable physical condition; willful failure to remit payments to the note holder; implementation of unauthorized rent increases; failure to recertify tenants; systematic errors in the areas of data collection, data verification, data recording, or rent calculation was discovered during the tenant file review, fraudulent recertifications by the owner/agent; and failure to comply with fair housing laws.  As a part of this evaluation, the reviewing official should consider whether the owner/agent is capable of curing the deficiencies.  Major adverse findings are made when an operation, in part or in whole, fails to be conducted in compliance with appropriate law, rule, regulation, or policy.  Willful failure implies that the program participant has intentionally failed to perform its duty or expected action as it relates to its business relationship with the Department.  
C.
Determining Category Ratings

The on-site management review consists of seven categories and each category is assigned a percentage of the overall rating.  The reviewing official must assess the owner/agent’s responses to the on-site review questions and determine the owner/agent’s performance and compliance with HUD requirements.  Once the on-site review has been completed (or limited review as discussed below), the reviewing official must assess the owner/agent’s responses in the areas rated and determine the appropriate performance indicator (Superior, Above Average, Satisfactory, Below Average, and Unsatisfactory) based on the rating descriptions above.  
All categories are assigned a weighted percentage of the overall rating value based on the level of risk for deficiencies.  They are as follows:

	Category
	Percentage of Overall Rating

	A.
General Appearance and Security
	10%

	B.
Follow-up and Monitoring of Project    

            Inspections
	10%

	C.
Maintenance and Standard  

            Operating Procedures
	10%

	D.
Financial Management/Procurement
	25%

	E.        Leasing and Occupancy
	25%

	F.       Tenant/Management Relations
	10%

	G.      General Management Practices
	10%

	
	100%


Once the reviewing official rates each category (as applicable to the reviewing official) based on the rating descriptions above, the reviewing official must use the following performance indicator values:

	Performance Indicator
	Performance Indicator Value

	               Superior
	90 – 100

	Above Average
	80 - 89

	               Satisfactory
	70 - 79

	Below Average
	60 - 69

	                Unsatisfactory
	<=59


D.
Determining Overall Ratings

Once the reviewing official has determined a numerical weight for each category, an overall rating must be assigned to the review.  To determine the overall rating, the reviewing official must first multiply the performance indicator value by the assigned percentage of the overall rating for each category, rounding up to the nearest whole number.  For example, if a rating of “Satisfactory” is assigned to the Leasing and Occupancy category, the reviewer would multiply the assigned performance indicator value for “Satisfactory” (70 – 79) by the percentage weight of the overall rating (25% or .25).  Once all categories have been calculated based on the performance indicator and performance indicator values, the total is divided by the total percentage points.  Below are examples of overall rating calculations based on dissimilar types of reviews.  
Example A:  Calculation method when rating all categories.
	 
	Performance Indicator
	Performance Indicator Value
	Percentage of Overall Rating
	Calculated Points

	General Appearance and Security
	Satisfactory
	71
	10%
	8

	Follow-up and Monitoring of Project Inspections
	Satisfactory
	71
	10%
	8

	Maintenance and Standard Operating Procedures
	Below Average
	62
	10%
	7

	Financial Management/Procurement
	Below Average
	62
	25%
	16

	Leasing and Occupancy
	Below Average
	62
	25%
	16

	Tenant/Management Relations
	Satisfactory
	71
	10%
	8

	General Management Relations
	Satisfactory
	71
	10%
	8

	 Totals
	 
	
	100%
	71

	Overall Rating
	71


Note:  For this calculation, the reviewer divides 71 (the total points achieved) by 100% (1.00), the total of the percentages used for the overall rating, resulting in an overall rating of 71.
Example B:  Rating with “Superior” categories.
	 
	Performance Indicator
	Performance Indicator Value
	Percentage of Overall Rating
	Calculation

	General Appearance and Security
	Superior
	94
	10%
	10

	Follow-up and Monitoring of Project Inspections
	Superior
	94
	10%
	10

	Maintenance and Standard Operating Procedures
	Above Average
	82
	10%
	9

	Financial Management/Procurement
	Above Average
	82
	25%
	21

	Leasing and Occupancy
	Above Average
	82
	25%
	21

	Tenant/Management Relations
	Above Average
	82
	10%
	9

	General Management Relations
	Above Average
	82
	10%
	9

	 Totals
	 
	
	100%
	89

	Overall Rating
	89


Note:  For this calculation, the reviewer divides 89 (the total points achieved) by 100%, the total of the percentages used for the overall rating, resulting in an overall rating of 89.
Example C:  Rating with “Unsatisfactory” categories.
	 
	Performance Indicator
	Performance Indicator Value
	Percentage of Overall Rating
	Calculation

	General Appearance and Security
	Below Average
	60
	10%
	6

	Follow-up and Monitoring of Project Inspections
	Below Average
	60
	10%
	6

	Maintenance and Standard Operating Procedures
	Unsatisfactory
	10
	10%
	1

	Financial Management/Procurement
	Satisfactory
	71
	25%
	18

	Leasing and Occupancy
	Unsatisfactory
	10
	25%
	3

	Tenant/Management Relations
	Satisfactory
	71
	10%
	8

	General Management Relations
	Satisfactory
	71
	10%
	8

	 Totals
	 
	
	100%
	50

	Overall Rating
	50


Note:  For this calculation, the reviewer divides 50 (the total points achieved) by 100%, the total of the percentages used for the overall rating, resulting in an overall rating of 50.
E.
Limited Review Ratings

Under certain circumstances, limited reviews are performed by HUD staff to determine owner/agent compliance.  HUD staff is required to ensure compliance with HUD’s other business agreements in the areas not monitored by the CA by performing a Desk Review using Part I of the form HUD-9834 and other applicable sections of the form.  CAs are limited to completing certain sections of the management review form to determine compliance with the HAP contract.  For HUD-insured projects that are reviewed by CAs, HUD must conduct a limited review of the remaining sections to assess owner/agent compliance with the Regulatory Agreement and other agreements.  For example, if the CA is responsible for conducting the on-site review for a project and the project is insured, HUD staff would still be responsible for monitoring the Financial Management/Procurement section.  This review should be used in conjunction with a thorough review of the annual financial statement to assess the owner/agent’s financial compliance with the Regulatory Agreement and other related business agreements.  HUD staff must also prioritize when selecting projects for limited reviews by following the criteria in paragraph 6-12 of this chapter.  

Once the limited review has been completed, the HUD reviewer must issue a separate management review report only for the categories reviewed, document the limited review rating into iREMS, and notify the CA of the limited review rating (as applicable).  Please note that although an owner/agent could potentially receive two ratings for one project, the owner/agent is 
responsible for correcting any deficiencies identified and addressing those issues directly with the appropriate reviewer (HUD staff or CA.)  

Note:  HUD staff are required to review the annual financial statements as part of monitoring project operations.  The Financial Assessment Subsystem (FASS) collects the data, however, it is the Project Manager’s responsibility to review the FASS printouts (including the Notes) to determine the owner/agent’s compliance with HUD requirements. 
For limited reviews where only certain categories are rated, the reviewing official would follow the same process illustrated above to derive the category weight.  For example, if the reviewing official reviews all categories excluding Financial Management/Procurement, the calculation for the Financial Management/Procurement category will be omitted when dividing by the number of categories.  

Example D1:  Calculation method for categories that are not rated.
	 
	Performance Indicator
	Performance Indicator Value
	Percentage of Overall Rating
	Calculation

	General Appearance and Security
	Satisfactory
	71
	10%
	8

	Follow-up and Monitoring of Project Inspections
	Satisfactory
	71
	10%
	8

	Maintenance and Standard Operating Procedures
	Satisfactory
	71
	10%
	8

	Financial Management/Procurement
	Not Rated
	0
	0%
	0.00

	Leasing and Occupancy
	Satisfactory
	71
	25%
	18

	Tenant/Management Relations
	Satisfactory
	71
	10%
	8

	General Management Relations
	Satisfactory
	71
	10%
	8

	 Totals
	 
	
	75%
	58

	Overall Rating
	78


Note:  For this calculation, the reviewer divides 58 (the total points achieved) by 75%, the total of the percentages used for the overall rating, resulting in an overall rating of 78.
Example D2:  Calculation method for rating only one category.
	 
	Performance Indicator
	Performance Indicator Value
	Percentage of Overall Rating
	Calculation

	General Appearance and Security
	Not Rated
	0
	0%
	0.00

	Follow-up and Monitoring of Project Inspections
	Not Rated
	0
	0%
	0.00

	Maintenance and Standard Operating Procedures
	Not Rated
	0
	0%
	0.00

	Financial Management/Procurement
	Below Average
	60
	25%
	15.00

	Leasing and Occupancy
	Not Rated
	0
	0%
	0.00

	Tenant/Management Relations
	Not Rated
	0
	0%
	0.00

	General Management Relations
	Not Rated
	0
	0%
	0.00

	 
	 
	Totals
	25%
	15.00

	Overall Rating
	60


Note:  For this calculation, the reviewer divides 15 (the total points achieved) by 25%, the total of the percentages used for the overall rating, resulting in an overall rating of 60.
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SELECTING PROPERTIES FOR REVIEW
HUD field office staffs are responsible for planning and carrying out management and occupancy reviews under HUD oversight.  In the absence of resources, HUD field office staff must determine which properties will be selected for review annually.  The decision for prioritizing reviews should reflect knowledge of local conditions, events, and the possible risk to the Department based on the information available.

Several areas should be considered when selecting properties for review in addition to the criteria listed in paragraph 6-4.  They include:

· Cost of the review (staff, travel, time required, etc.) vs. budget and other priorities;

· Risk assessments obtained from HUD’s Online Property Integrated Information Suite (OPIIS);

· Financial performance and compliance;

· New property;

· Change in control of operations;

· Transfer of physical assets;
· Physical condition and related compliance (e.g., progress on approved repairs);
· Existing knowledge of management operations concerns or noncompliance;
· Tenant feedback; and,
· Subsidy type (on those contracts where HUD is the contract administrator).

Management and occupancy reviews are included in annual goals planning and reporting process.  The planning methods and number of reviews completed each year are referenced in the annual HUD and FHA audits.  All HUD field offices must maintain adequate documentation of the planning and selection processes for review upon request.
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OWNER/AGENT ACTIONS UPON RECEIPT OF MANAGEMENT 

REVIEW

If an owner/agent receives the Summary Report and there are no deficiencies noted on the report, no additional action is required.  If an owner/agent receives the Summary Report and deficiencies are noted, the owner must take action to resolve the deficiencies.  Targeted Completion Dates (TCDs) must be noted for all deficiencies identified during the review and may not exceed 30 calendar days.  Owner/agents must provide documentation to support that the deficiencies were corrected by the TCD noted on the Summary Report.  If additional time is needed to correct deficiencies, the owner/agent’s corrective action plan will be due within 30 calendar days.  The corrective action plan must include targeted timeframes for resolving the deficiencies and must be monitored by the reviewer until all deficiencies have been addressed.  
The Government Accountability Office requires program offices to perform follow-up to ensure that management deficiencies are corrected.  GAO considers the monitoring process to be completed only after identified deficiencies have been corrected, the corrective action produces improvements, and it is determined that no further action is required.  
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APPEALS PROCEDURES FOR OWNERS/AGENTS
If an owner/agent receives a “Below Average” or “Unsatisfactory” overall rating as indicated on the form HUD-9834, Summary Report, the owner/agent may appeal the rating using the following process.  The appeal procedures in this section apply to reviews performed by HUD staff and/or CA.

A.
Initial Appeal to the HUD Field Office and/or CA.

· The appeal must be in writing, forwarded to the HUD Multifamily Program Center Director and/or CA, and postmarked within 30 calendar days of the Summary Report date.

· The appeal letter must explain the factual basis supporting a change in the rating, with sufficient specific examples provided to warrant further evaluation. 

· The HUD field office and/or CA are responsible for evaluating the additional information, including another on-site visit for only those items in dispute, if necessary and if resources are available.
· The initial appeal decision must be in writing and transmitted to the owner/agent by the HUD Multifamily Program Center Director or the CA within a 45 calendar day period following receipt of the appeal.  (Refer to Appendix 6 of this chapter.)
B.
Final Appeal 

· If the owner/agent does not agree with the initial appeal decision, the owner/agent may submit a final appeal to the Multifamily Hub Director.

· The final appeal must be in writing and postmarked within 15 calendar days of the transmittal date of the initial appeal decision letter from the HUD Multifamily Program Center Director or CA.

· The Multifamily Hub Director will be responsible for obtaining all information from the Field Office or Contract Administrator performing the original management review and initial appeal determination.

· The owner/agent may request a meeting with the Multifamily Hub Director (or, at the discretion of the Multifamily Hub Director, a representative) to present verbal arguments, however the meeting must be requested and scheduled during the 30 calendar day period following the transmittal date of the initial appeal decision letter.

· The final appeal decision must be in writing and transmitted to the owner/agent by the HUD Multifamily Hub Director within a 45 calendar day period following receipt of the final appeal letter or 45 calendar days upon conclusion of the meeting with the owner/agent.  (Refer to Appendix 7 of this chapter.)
Decisions rendered by the Multifamily Hub Director will be final and will not be subject to further appeal.
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ACTIONS TO BE TAKEN FOR FAILURE TO RESPOND AND/OR

CORRECT CONDITIONS OF MANAGEMENT REVIEW

The HUD field office staff must notify the owner/agent when there is noncompliance with outstanding management review conditions.  The owner must take remedial action immediately upon receipt of notification and must provide an explanation of any noncompliance.  If the noncompliance is caused by the management entity, then sanctions against the management entity must be undertaken.  These may include:

· Requiring the owner to replace the management agent;

· Placing a flag against the owner/agent in the Active Partners Performance System (APPS); and,
· Referring the owner/agent to the DEC to initiate a limited denial of participation or other administrative sanction.
If the HUD field office determines that a good faith effort has not been made to correct deficiencies identified in the management review report and/or a plan is not received, the HUD field office should refer the project to the Senior Project Manager responsible for troubled projects (if applicable) or to the DEC for appropriate enforcement action.  After the CA has performed due diligence to obtain owner/agent compliance and the owner/agent remains nonresponsive, the CA must refer the owner/agent to the HUD field office for appropriate administrative action.  
Major adverse findings (as described in paragraph 6-11 (B) should also be referred to the DEC by HUD staff for appropriate enforcement action.  

All reviewing officials must conduct follow-up activities until all corrective actions identified in the management review report have been completed and enter applicable close-out dates in iREMS.  IREMS entries for management reviews include:  Performed Date, Report Date, Response Due Date, Closed Date, and Overall Rating.

Note:  HUD staff should also consider placing a flag in APPS for ongoing deficiencies.  In addition, an owner/agent who receives an overall Below Average or Unsatisfactory rating would normally be flagged in APPS.  However, the Multifamily Hub Director has discretion with recording and resolving flags.  In the event the Multifamily Hub Director determines the APPS flag should be delayed (or not placed at all) the Hub Director must document the decision in the iREMS Problem Statement screen and notify Headquarters.  DEC enforcement action could result in suspension, debarment, limited denial of participation, civil money penalties, and/or other appropriate sanctions. 
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STATUTORY/REGULATORY/ADMINISTRATIVE REFERENCES
Below is a listing of statutory, regulatory, and administrative references that may be cited in the on-site review report.  This list includes but is not limited to the following:

Statutory/Regulatory Requirements
	Rated Category 


	Citation(s) 

	A. General Appearance and Security 
	24 CFR Part 5 

Regulatory Agreement 
Paragraph 6 (a) through (e) 

Paragraph 7 

	B. Follow-up and Monitoring of Project Inspections 
	Section 207 of the National Housing Act 

24 CFR Part 5 

24 CFR Part 35 

24 CFR Part 200.800 

24 CFR Part 200.850 

HUD Handbook 4350.1, REV-1 

	C. Maintenance and Standard Operating Procedures 
	Energy Policy Act of 2005 

HUD Handbook 4350.1, REV-1 

HUD Handbook 4381.5, REV-2 

	D. Financial Management/Procurement 
	24 CFR Part 5 

Regulatory Agreement – States in part that owners shall not without prior written approval of the Secretary, pay out any funds except surplus cash, except for reasonable operating expenses. 

Regulatory Agreement 
Paragraph 1 

Paragraph 2 

Paragraph 4(a) through (c)(ii) 

Paragraph 5(a) through (c)-Section 202/811 
Paragraph 9(a) through (g) 

HUD Handbook 4350.1, REV-1 

HUD Handbook 4381.5, REV-2 

HUD Handbook 4370.2 

	E. Leasing and Occupancy 
	Quality Housing and Work Responsibility Act of 1998 (QHWRA) 

24 CFR Part 5 

24 CFR Part 110 

24 CFR Part 200.620 

24 CFR Part 245, Subpart D 

24 CFR Part 880 
24 CFR 891 Subpart D and E
24 CFR Part 886.321 
Regulatory Agreement 

Housing Assistance Payment Contract (HAP)
Paragraph 5 

HUD Handbook 4350.1, REV-2 

HUD Handbook 4350.3, REV-1 

HUD Handbook 8025.1 

	F. Tenant/Management Relations 
	HUD Handbook 4381.5, REV-2 

	G. General Management Practices 
	HUD Handbook 4350.1, REV-1 

HUD Handbook 4381.5, REV-2 

	Addendum A 
	24 CFR Part 5 

HUD Handbook 4350.3, REV-1 

	Addendum B 
	Title VI, Subtitle D of the Housing and Community Development Act of 1992 (Parts I and II) 

Section 504 of the Rehabilitation Act of 1973 (Part III) 
24 CFR Part 8 


Note:  Addendum B (Parts I, II, and III) are collected and reviewed by HUD staff for compliance with Title VI-D and Section 504.  All other sections of Addendum B are reviewed by HUD’s Office of Fair Housing and Equal Opportunity for determination of compliance. 
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