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Overview

The mission of the Portland Housing Bureau (PHB) is to foster an inclusive and sustainable city
by creating stable and long-term housing opportunities for Portlanders. PHB accomplishes its
mission by funding affordable housing, ensuring protections for renters, and preserving existing
homes. PHB is guided by a vision that all Portlanders should have safe, affordable, stable, and
dignified housing, built upon a foundation of sustainability, resilience, and community
partnership.

PHB’s Risk Analysis and Compliance (RAC) team monitors compliance of PHB’s portfolio of
affordable housing investments and projects participating in Development Incentive programs.
Specific compliance requirements for each project are detailed in recorded project documents
and City ordinances.

These Risk Analysis & Compliance Policies & Guidelines (Guidelines) are designed to help
Owners and Property Managers understand their roles and responsibilities as recipients of PHB
funding, and participants of Development Incentive programs.

All compliance forms and resource materials are available on PHB’s RAC webpage:
https://www.portland.gov/phb/rac.

How to Contact RAC and Submit Required Documents

assetmanagement@portlandoregon.gov

The RAC centralized email, assetmanagement@portlandoregon.gov, is for submissions of
required documents. Additionally, correspondence with the RAC team should be directed to
this email.

Web Compliance Management System (WCMS)

For projects that have affordability restrictions, tenant data must be submitted annually via
WCMS. Owners/Property Managers must register for access to the system at HDS Web
Compliance. After authorization is granted, the Owners/Property Managers must
enter/upload tenant data for all regulated units at least annually. RAC highly recommends
updating data in WCMS monthly or quarterly to ensure that data is provided in a timely
manner. For technical assistance, please refer to the PHB WCMS User Guide.

PHB-Funded Projects
Life Cycle of the Project

RAC staff will be involved in varying degrees during the development and occupancy phases
of a project’s life cycle.


https://www.portland.gov/phb/rac
mailto:assetmanagement@portlandoregon.gov
https://phb.hdsoftware.net/WebCompliance/Login/Login?ReturnUrl=%2fWebCompliance%2f
https://phb.hdsoftware.net/WebCompliance/Login/Login?ReturnUrl=%2fWebCompliance%2f
https://www.portland.gov/phb/documents/wcms-user-guide-0/download

Owners and Property Managers are required to prepare and submit several preliminary
documents to RAC during the development process. These documents include, but are not
limited to:

e The Asset and Property Management Plan (APMP) defines the Owner’s project goals,
policies, and procedures. Owners must submit the APMP to PHB for review and
approval prior to loan closing. RAC staff will use the approved APMP to evaluate
property management efforts during the compliance period. For projects receiving
HOME Investment Partnerships Program funding, the APMP will be reviewed for
federal compliance.

e Prior to project completion, RAC will send a Welcome Letter which provides general
compliance and reporting information. The Welcome Letter will request the following
documents be submitted to RAC:

o Contact Update From
o Rent and Utility Allowance Schedule — PHB Funded Projects

When the project receives its Temporary Certificate of Occupancy, RAC will send a second
Welcome Letter which provides project-specific compliance and reporting requirements
and indicates when the first compliance reporting is due. Owners should ensure that
reporting requirements detailed in the Welcome Letter are shared with Property
Managers. Additionally, Owners should include information pertaining to the PHB
regulatory and reporting requirements in the Property Management Agreement (PMA).

PHB projects have an affordability and compliance period of up to 99 years. Affordability
runs with the land and binds all Owners or operators of the project. Annual reporting
allows for proactive oversight during the compliance period, ensuring that projects benefit
the targeted populations, comply with funding sources, and operate in a manner which is
compatible with long-term sustainability.

Owners are responsible for ensuring projects are operated and remain in compliance with
all applicable local, state, and federal laws and regulations. While Property Managers may
perform the day-to-day operations of maintaining the affordable units, Owners are
ultimately responsible for compliance with all recorded documents and applicable
regulations. Owners must ensure that Property Managers understand and comply with the
affordability and reporting requirements.

Owners are responsible for ensuring that projects are operated and maintained in
compliance with all applicable laws and regulations. Owners are required to provide a
copy of the current PMA to RAC; the PMA shall contain a clause that requires Property
Managers to comply with PHB compliance requirements. Any change in Property
Management agents must be approved by PHB as outlined in executed documents.


https://www.portland.gov/phb/documents/asset-and-property-management-plan/download
https://www.portland.gov/phb/documents/rac-contact-update-form/download
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.portland.gov%2Fphb%2Fdocuments%2Frent-schedule-and-utility-allowance-phb-funded-projects%2Fdownload&wdOrigin=BROWSELINK

A request to change Property Management agents must be submitted to RAC 30 days
prior to the change. RAC requires the following information prior to change:

e Date of the expected change

e Submission of a Contact Update Form

e Submission of a draft PMA. The draft PMA must include specifics citing the PHB
regulatory and reporting requirements, as well as notice to Property Management
that all tenant and financial reporting through the end of their contract term be
complete and submitted to Owners prior to the contract’s expiration or termination

e An updated Affirmative Fair Housing Marketing Plan (AFHMP)

Prior to the transition, Owners must retain all project documents, including tenant and
financial information, for the purpose of annual compliance reporting. Owners must
work with the former Property Management agent to obtain tenant files and ensure that
the Property Management agent has uploaded and submitted necessary tenant data into
WCMS prior to transitioning to another Property Management agent.

When a property changes its ownership structure, it is often necessary to update various
PHB documents. PHB must be notified of ownership structure changes, as outlined in
the project documents. Upon notification, PHB will initiate document changes internally
and will inform Owners of the requirements. To streamline and expedite the process for
the exit of a Limited Partner (LP), RAC will issue a Consent Letter, which acknowledges
and approves the ownership structure change without the need to change recorded
documents. If the property changes its fiscal year end as the result of the LP exit, the
Owners/Property Managers must report on the new fiscal year end. The first reporting
period following the change will be for an extended reporting period (i.e. provide annual
reporting for an 18-month period).

If at any time during a project’s affordability period Owners decide to sell or otherwise
dispose of a project, RAC must be proactively notified before the project has been placed
on the market. Once notified of a pending sale or transfer, PHB will provide documents
to current and potential future owners; these documents must be completed and
approved by PHB prior to the disposition. The PHB Housing Investment and Portfolio
Preservation (HIPP) team and the RAC team will work together to review the documents.
Transfers also require review by the City Attorneys prior to execution. Owners should
expect this process to take at least 60 days. Any closing date set prior to completion of
this review by PHB should be considered tentative and subject to change.

Owners must immediately notify PHB of any mass relocation of tenants in PHB-funded
and/or regulated projects. Owners are restricted from relocating tenants without PHB’s
prior approval. Relocation of tenants without notifying PHB may be considered an event
of default.


https://www.portland.gov/phb/documents/rac-contact-update-form/download
https://www.hud.gov/sites/dfiles/OCHCO/documents/935-2A.pdf

Annual Compliance Testing (ACT)

Annual reporting allows for proactive oversight during the compliance period, ensuring that
projects benefit the targeted populations, comply with funding sources, and operate in a
manner which is compatible with long-term sustainability.

To ensure compliance with PHB agreements Owners/Property Managers must submit an
Annual Compliance Testing (ACT) Workbook V. 3 (ACT) by the reporting deadline. Not all
projects require the completion of all ACT tabs. Refer to project documents or the project’s
Welcome Letter to determine reporting requirements.

The ACT tabs include:

Instructions

ACT Reporting Certification

Operating Statement Detail

Operating Statement (this tab is linked to the Operating Statement Detail tab)
Reserves

Resident Services

ok wnNE

Based on the requirements of executed documents, project compliance is based on the
following sections:

1. Tenant Compliance

2. Property Compliance

3. Financial Health

Owners are expected to begin annual reporting for the period from the Certificate of
Occupancy (COO) date through the first full year. When projects receive their COO in the
third or fourth quarters of the fiscal year, reporting will cover more than 12 months of
operations. Annual reporting is due three months after the project’s fiscal year end.

Fiscal Year End _
March 31 July 1
June 30 October 1
September 30 January 1
December 31 April 1

The Regulatory Agreements specify the terms and conditions for program monitoring, the
length of the affordability period, and the unit affordability mix. Some projects have
multiple funding sources with differing restrictions, terms, and conditions. For those
projects, RAC will test all levels of restriction for compliance with each program.
Owners/Property Managers are required to submit and report tenant data annually to PHB
via WCMS.


https://www.portland.gov/phb/rac/forms-and-reporting-tools#toc-contact-update-and-other-forms
https://phb.hdsoftware.net/WebCompliance/Login/Login?ReturnUrl=%2fWebCompliance%2f

Oregon Housing and Community Services (OHCS) allows tax-exempt bond and tax credit
projects placed in service before 2009 to use the HERA Special AMI limits. As such, RAC
allows non-HOME units in these projects to use HERA limits.

OHCS may count units that are over the regulatory income limit as compliant due to
special rules related to the funding source of the project. RAC will defer to these rules
(most often the LIHTC 140% incomes rising in place and next available unit rules).
Projects funded with federal sources may have different or additional restrictions that

apply.

The Permanent Administrative Rules for Fair Access in Renting (FAIR) Ordinance:
Landlords must follow the guidance outlined in the FAIR Ordinance, which includes
low-barrier application and screening criteria, rules for security deposits, limits on
rent increases on a rolling 12-month period, and mandatory relocation assistance.
PHB’s Rental Services Office (RSO) can assist with navigating these requirements.

5% Rent Increase Limit Policy: PHB projects funded with new funds after August 2018
must seek PHB approval for any rent increases greater than 5%. Requests for rent
increases exceeding 5% in a 12-month period must be submitted to RAC for review
and approval.

Incomes Rising in Place Policy: RAC recognizes that tenants who initially qualified for
a PHB-regulated unit at move-in may see a change in their income or household mix
during their tenancy that may result in tenants exceeding the maximum allowable
HUD limits. Many PHB Regulatory Agreements allow for a conversion of over-income
units to market rate when tenants exceed the allowable HUD income limits.
However, since most of PHB’s borrowers are mission-based, many do not exercise
this option. As a result, tenants remain in affordable housing and continue to receive
the benefit of restricted rents when they exceed the HUD income limits. Additionally,
many of the pre-2010 PHB Regulatory Agreements do not provide an allowance for
tenants whose incomes rise slightly above the allowable HUD income limits. As a
result, RAC has adopted guidance to reduce potential harm that may be
inadvertently caused to these tenants. Barring any other program guidance, during
annual testing, units will be considered “passed” if the household incomes do not
increase above the following maximums:

o Units restricted between 0% and 30% AMI may raise to 80% AMI
o Units restricted between 31% and 60% AMI may raise to 100% AMI
o Units restricted between 61% and 80% AMI may raise to 120% AMI


https://www.oregon.gov/ohcs/compliance-monitoring/Pages/rent-income-limits.aspx
https://www.portland.gov/phb/rental-services/news/2021/1/8/permanent-administrative-rules-portland-application-and-screening
https://www.portland.gov/phb/rental-services
https://www.portland.gov/phb/documents/2018-rent-increase-policy/download

HOME Units: HOME units must be identified in WCMS to assist with compliance
testing. Low HOME units must have an income and rent designation in WCMS at 50%
AMI or below. High HOME units must have an income and rent designation in WCMS
at 60% AMI or below.

N/NE Preference Policy Units: The N/NE Preference Policy aims to address the
harmful impacts of urban renewal by giving preference to housing applicants with
generational ties to North/Northeast Portland. Preference Policy tenants must be
identified in WCMS to assist with compliance testing. Additional information
regarding the N/NE Neighborhood Housing Strategy can be found at N/NE Housing
Preference Policy.

Projects must comply with the income and rent restrictions as set forth in the Regulatory
Agreements and in these Guidelines. The Owners/Property Managers are responsible for
reporting annual tenant data in WCMS. Incomes and rents are tested against the
project’s regulatory requirements.

Tenant compliance is assessed based on the following factors:

Units meet income and rent restrictions per the Regulatory Agreement and these
Guidelines

Utility allowances are compliant with funding sources. Owners/Property Managers
are responsible for annually submitting utility allowance models for each unit type
and funding source.

Tenant income certifications and recertifications are current, complete, and were
entered into WCMS by the deadline.

RAC understands that Tenant Compliance threshold criteria must be appropriate for each
project size; as such, the compliance testing threshold varies according to the project

size:
Rating ; Threshold

Meets Standards 1-4 Units 50% of units in compliance

5-30 Units 70% of units in compliance

31-80 Units 80% of units in compliance

More than 80 Units | 90% of units in compliance
Does Not Meet Standards 1-4 Units Fewer than 50% of units in compliance
5-30 Units Fewer than 70% of units in compliance
31-80 Units Fewer than 80% of units in compliance
More than 80 Units | Fewer than 90% of units in compliance



https://www.portland.gov/phb/nnehousing/preference-policy
https://www.portland.gov/phb/nnehousing/preference-policy

The physical condition of each project is monitored to assess compliance with local and
federal standards. Updated inspections are required every three years.

HOMIE Investment Partnerships (HOME) program funded projects: See HOME Investment
Partnerships Program section below.

e Partner inspections: PHB will accept property inspection reports from other partners
(OHCS, Home Forward, etc.), capital needs assessments, or other inspection reports
that align to current inspection standards and/or City code standards.

e Self-inspections: Projects that are not subject to HOME inspections or another
partner inspections are required to provide self-inspections. Owners/Property
Managers are responsible for performing an inspection and reporting the results of
the inspection to PHB. Ten percent of the total project units are required to be
inspected every three years. At least one unit in each building must be inspected.
RAC provides a template form for self-inspections at: Non-HOME Physical Property
Self-Inspection Form.

Owners and/or Owner’s Insurance agents must provide current Property and Liability
insurance certificates for each regulated project showing PHB as additional insured.
Insurance certificates must be sent to assetmanagement@portlandoregon.gov annually.

Property compliance is assessed based on the following criteria:

Assessment [T Rt

Meets e Current inspection report receives “Meets” grade with no
Standards unaddressed concerns
e Current AFHMP received and approved by RAC or HUD
e Proof of property and liability insurance provided, listing
PHB as additional insured
e On-time reporting submission
e Timely responses to RAC communication and requests for

documents
Does Not Meet e Noinspection report submitted to RAC, or project received a
Standards “Does Not Meet” grade due to health/safety issues

e No current AFHMP received and approved by RAC or HUD

e No proof of property and liability insurance provided, listing
PHB as additional insured

e Late or missing reporting submissions

e Owners/Property Managers are non-responsive or untimely
in response to RAC communication and requests for
documents



https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.portland.gov%2Fphb%2Fdocuments%2Fnon-home-physical-property-self-inspection-form%2Fdownload&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.portland.gov%2Fphb%2Fdocuments%2Fnon-home-physical-property-self-inspection-form%2Fdownload&wdOrigin=BROWSELINK
mailto:assetmanagement@portlandoregon.gov

RAC monitors the financial health of projects to ensure compliance with PHB loan
documents. Owners/Property Managers must annually submit the following documents, if
applicable, by the reporting deadline to assetmanagement@portlandoregon.gov.

e Audited financial statements
e Unaudited financial statements in Excel format
e Reserve account year-end bank statements

RAC uses PHB loan documents to guide the review of properties with an excess cash flow
share provision. If a project is determined to have excess cash flow payable to PHB, an
invoice will be emailed to the Owners/Property Managers. Payments are due 30 days after
the invoice date. PHB’s Finance and Accounting team will collect excess cash flow due to
PHB as stated on the invoice. Once an ACT has been finalized, RAC cannot retroactively
adjust the results of potential default and penalty provisions contained in project
documents. To avoid financial penalties or late fees, payments must be received by the due
date.

Owners may submit cash flow payments using their own calculation prior to RAC's review.
Underpayment of excess cash flow may result in additional amounts due. Overpayment of
excess cash flow will be applied to the loan balance in accordance with the terms of the
loan documents. Refunds of overpayments will not be issued.

Performance Indicators _w
Debt Coverage Ratio: >1.25 4
1.11t01.25 3
1.00to 1.10 1
<1.00 -4
Cash Flow Per Unit: >$100 3
$26 to $100 2
+/-$25 0
<-$25 -3
Expense/Income Ratio: <65% 2
65% to 75% 0
>75% -2
Variance Between Proforma | <5% 1
and Actual NOI: +/-5% 0
>-5% -1
Overall Score: 7-10: Good
0-6: Fair
Below 0: Poor



mailto:assetmanagement@portlandoregon.gov

Financial health will also be assessed based on the following factors:

e All required financial reporting documentation received by deadline
® Project proforma is current

HOME Investment Partnerships Program (HOME)
PHB does not have its own HOME program manual, and refers to the OHCS HOME Program
Manual.

Projects funded with HOME funds must follow federal provisions and/or program
regulations which include:

e |dentification of HOME units as fixed or floating
e Utilization of appropriate rent restrictions and/or guidelines addressing the use of High
HOME rents and/or Low HOME rents
e Compliance with HOME tenant protections, notices, and lease addendums
O Lead Safe Housing Rule (LSHR): For projects built prior to 1978, the
Owners/Property Managers are required to provide each tenant with a Lead
Disclosure form and EPA pamphlet which requires the signature of each tenant.
This form can be found at: Lead-Based Paint Disclosure
0 Violence Against Women Act (VAWA). Requirements can be found at: HUD’s
VAWA Requirements
e Provide updated copies of any changes to the tenant lease template and/or lease
addendum
Waitlist management
Written request for all rent increases
Maintenance of tenant files by Owners/Property Managers
Access to tenant units and all common areas for inspection

Non-compliance with any of the HOME Program requirements may lead to HUD
demanding recapture of HOME funds. HUD is the final authority on the HOME Investment
Partnerships Program. For additional information, see 2013 HOME Final Rule.

HUD publishes HOME income and rent limits annually for the Portland-Vancouver
Metropolitan Statistical Area. PHB uses HUD's calculations to create the Income and Rent
Limits for HOME and CDBG Programs. Any increases in rents for HOME-assisted units are
subject to the provisions of the 2013 HOME Final Rule. Rent increases are reviewed and
approved during the annual reporting process.

The HOME program allows tenants’ incomes to rise in place and the tenants continue to
qualify as income eligible despite temporary non-compliance caused by the increase in
tenant income. Projects that have HOME floating units must make every effort to float the
affordability to a comparable unit. Additional guidance regarding floating affordability can
be found on RAC’s HOME Program webpage.



https://www.oregon.gov/ohcs/rental-housing/housing-development/development-resources/Documents/HOME-HOME-ARP-HTF/HOME%20Program%20Manual.pdf
https://www.oregon.gov/ohcs/rental-housing/housing-development/development-resources/Documents/HOME-HOME-ARP-HTF/HOME%20Program%20Manual.pdf
https://www.oregon.gov/ohcs/rental-housing/housing-development/development-resources/Documents/HOME-HOME-ARP-HTF/HOME%20Program%20Manual.pdf
https://www.oregon.gov/ohcs/rental-housing/housing-development/development-resources/Documents/HOME-HOME-ARP-HTF/HOME%20Program%20Manual.pdf
https://www.hud.gov/sites/documents/doc_12345.pdf
https://www.hud.gov/vawa#close
https://www.hud.gov/vawa#close
https://www.hudexchange.info/programs/home/home-final-rule/
https://www.portlandoregon.gov/phb/74375
https://www.portlandoregon.gov/phb/74375
https://www.portland.gov/phb/home-program-compliance-requirements

Owners/Property Managers must take all reasonable action to ensure that vacancies are
filled in accordance with the HOME requirements and population mixes stated in the
HOME Restrictive Agreements. If a HOME unit remains unoccupied for more than six
months from the date of project completion, the Owner must provide PHB (who will in turn
provide HUD) information about current marketing efforts and, if appropriate, an
enhanced plan for marketing the unit so that it is leased as quickly as possible. If efforts to
market the unit are unsuccessful within 18 months from the date of project completion,
and the unit is not occupied by an eligible tenant, HUD will consider that unit ineligible for
the HOME Investment Partnerships Program and will require repayment of all HOME funds
invested in the unit.

RAC conducts inspections of PHB-funded HOME projects pursuant to federal requirements.
Additionally, PHB serves as an agent to the HOME Consortium with the City of Gresham
and Multnomah County, and performs HOME inspections on behalf of the City of Gresham
and Multnomah County. Inspection schedules are based on the number of HOME units in a
project: every three years for projects containing 1 to 4 HOME units; every two years for
projects containing 5 to 25 HOME units; and every year for projects containing 26 or more
HOME units.

These inspections have three components: management review, tenant file review, and
physical inspection. These components are scored as Meets or Does Not Meet.
Owners/Property Managers must respond to findings from the inspection report by the
due date. Once all replies have been received showing that findings have been corrected, a
close-out letter will be sent informing the Owners/Property Managers of the final score. If
the response from the Owners/ Property Managers does not address all findings in a
satisfactory manner, the final score will be negatively affected, and the project will be
scheduled for more frequent inspections.

10



Assessment

Meets Standards

Evidence of all applicable property certificates submitted to
RAC in a timely manner (Sprinklers/Alarms, Backflow, Elevator,
Lead Hazard Reduction Activity, etc.)

Current AFHMP for project on file and utilized

VAWA policies in place and appropriate forms used

Routine lead-based paint assessment performed (for projects
built prior to 1978), and disclosures provided to tenants
HOME waitlist maintained

The Fair Housing Council flyer prominently displayed

There are no fair housing findings or violations, and resident
complaints are resolved in a timely manner

Does Not Meet
Standards

Evidence of all applicable property certificates not available or
not submitted to PHB in a timely manner (Sprinklers/Alarms,
Backflow, Elevator, Lead Hazard Reduction Activity, etc.)
Current AFHMP for project not on file and/or not being utilized
VAWA policies not in place and appropriate forms not used
Routine lead-based paint assessment not performed, and/or
disclosures not provided to tenants

HOME waitlist not maintained

The Fair Housing Council flyer not prominently displayed

Fair housing findings or violations and resident complaints are
not resolved in a timely manner

RAC reviews HOME tenant files to ensure compliance with HOME funding requirements.
These files correspond to the units that are physically inspected to ensure completeness.
The file audit consists of a review of income certifications, the Lead Safe Housing Rule

(LSHR), project affordability mix, proof of building system inspections, and the Resident
Services Plan (if applicable).

Assessment

Meets Standards

No major adverse findings

No repeat findings

No eligibility issues

Correct rent and income limits utilized

Correct utility allowances applied; schedules provided to
inspector for each unit type and funding source

All current PHB required forms are being used
Inspection/Review response is received by due date
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Does Not Meet e Major adverse findings
Standards e Pattern of repeat findings

e Open findings from previous reviews

e Incidents of eligibility issues

e Pattern of utilizing incorrect rent and/or income limits

e Failure to correctly certify residents at move-in or recertify
residents

e Fraudulent certifications

e Incorrect utility allowances applied; schedules not provided to
inspector for each unit type and funding source.

e PHB required forms are not being used

e Inspection/Review response not received by due date

HOME-funded projects must comply with the Uniform Physical Code Standards (UPCS).
With the UPCS, deficiency levels issued are based on the severity of the findings. In
addition to UPCS standards, other supplemental items may also be included if not
addressed in the UPCS (e.g., housekeeping, egress, and other less extreme physical
deficiencies).

In recent years HUD has transitioned inspection standards from UPCS to the National
Standards for the Physical Inspection of Real Estate (NSPIRE). Projects that receive HOME
funding after the NSPIRE effective date will be subject to the inspection requirements of
NSPIRE.

RAC will provide notices of inspection to Owners/Property Managers at least 30 days
prior to the inspection date. In accordance with federal, state and local laws, tenants
must receive no less than 24 hours’ written notice of a unit inspection. All regulated units
must receive the notice regardless of whether they are chosen for inspection, as
unforeseen changes in unit inspection selection may occur.

RAC inspects HOME units based on HUD guidelines. Inspection scope depends on the
number of HOME units, as detailed in the HOME Restrictive Agreements. For projects
with 1-4 HOME units, the inspectable items for each building with HOME-assisted units
and 100 percent of the HOME units must be inspected every three years, with the first
inspection taking place within the first 12 months after project completion. For projects
with more than four HOME-assisted units, the inspectable items for each building with
HOME-assisted units and at least 20 percent of the HOME-assisted units in each building,
must be inspected, with the first inspection taking place within the first 12 months after
project completion; no fewer than 4 units in each project and 1 HOME-assisted unit in
each building shall be inspected. RAC may reinspect any project and/or unit more
frequently than indicated above.

Owners are required to cure violations within 30 days from the inspection issuance date.
Evidence of violation corrections must be made in one of the following ways: a work
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order with the tenant’s and staff’s signature confirming that the work has been
completed, a picture of the completed work, or an invoice for the work performed. Non-
compliances identified for exigent health and safety issues must be corrected within 24
hours, with confirmation and evidence of resolution sent to RAC within 72 hours. All
replies must be emailed to RAC within the required timeline.

Meets
Standards

Project in good physical condition

Findings do not demonstrate a pattern of life-threatening
exigent health and safety (EHS) deficiency or lack of
management over-sight

No repeat findings

Physical findings or notes on less than 20% of the inspected
units

All inspection findings corrected and responded to in timely
manner

Does Not Meet
Standards

Pattern of life-threatening exigent health and safety (EHS)
deficiency demonstrates deferred maintenance issues, possible
lack of management over-sight, and/or lack of response to
maintenance requests

Pattern of repeat findings.

Inspection findings not corrected or not corrected in a timely
manner

Previously reported EHS findings have not been addressed

At times, PHB may coordinate with OHCS and other local jurisdictions to perform

streamline inspections through the Streamline Initiative (SI). The intent of streamline
inspections is to minimize disruptions to tenants and limit requests made to building

Owners/Property Managers when more than one jurisdiction requires inspections for the

same project.

Watch List

A project may be put on RAC’s Watch List if there are concerns regarding tenant compliance,
property compliance, or financial health. Owners will be required to perform periodic
reporting to ensure that the concerns are adequately addressed. Owners will be notified via
email regarding the additional reporting requirements.
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Non-Compliance and Resolution
A project may be found non-compliant if the terms of the executed documents are not met.
Actions that lead to non-compliance include, but are not limited to:

Failure to submit the ACT and supporting documentation by the response deadline
Non-responsive to RAC communications and requests for documents

Failure to meet the required rent and/or income restrictions

Changes in property management agents without proper notification and documentation
to RAC

Significant and ongoing deferred maintenance

Projects found to have health/safety issues or a “Does Not Meet” physical inspection
score

Not meeting and/or adhering to the compliance thresholds

Failure to remit excess cash flow payment as calculated by the RAC team

Failure to execute assignment and assumption of covenant or otherwise comply with the
covenant’s transfer requirements

Failure to timely reimburse tenants for rents collected in excess of the covenant’s
requirements

If a project’s ACT is finalized with outstanding compliance issues, the Owner must resolve
those issues within a 60-day cure period. A project that has been found to be non-compliant
may be subject to more frequent monitoring. A non-compliant status may also impact the
Owner’s eligibility for future funding or proposed restructure of PHB debt. If PHB determines
that the non-compliance status jeopardizes the long-term viability of the project, the safety
and/or security of the tenants, or PHB’s access to the federal and state funding sources from
which the project is funded, more immediate remedies may be pursued. These remedies may
include, but are not limited to, the pursuit of legal action and/or a complete restructuring of
the project.

Default

The terms of default are identified in each project’s loan and/or regulatory documents.
Should a default occur, the program administrators will work with the City Attorney to issue a
notice of default. If Owners fail to cure the default within the stated cure period as specified
by the loan documents, PHB may issue a notice of an event of default, as well as pursue any
other legal remedies necessary to preserve PHB’s investments.
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Development Incentives Projects

Life Cycle of the Project
PHB’s Risk Analysis and Compliance (RAC) team will be involved to varying degrees during the
development and occupancy phases of a project’s life cycle.

Owners/Property Managers of Development Incentives (DI) programs (Multiple-Unit
Limited Tax Exemption [MULTE], System Development Charge [SDC], and Inclusionary
Housing [IH]) projects are required to prepare and submit preliminary documents to RAC
during the development process. These documents include, but are not limited to:

o Contact Update From

o Rent and Utility Allowance Schedule — Development Incentives

o Other supporting documentation deemed necessary to prepare the project for
compliance testing.

When a Development Incentives (DI) project receives its Temporary Certificate of
Occupancy, RAC will send a Welcome Letter, which provides project-specific compliance
and reporting requirements, and indicates when the first compliance reporting is due.
Owners should ensure that reporting requirements detailed in the Welcome Letter are
shared with Property Managers. Additionally, the Owner must include information
pertaining to the PHB regulatory and reporting requirements in the Property Management
Agreement (PMA).

Prior to project lease-up the Owners/Property Managers must:

e Ensure that the Property Managers clearly understand the project’s affordability
requirements, including the required regulated unit mix, and the allowable income and
rent limits.

e Income certify applicants and ensure that the household income qualifies before
moving the applicant into a regulated unit. Thereafter, every year that the tenant
remains in a regulated unit, Owners/Property Managers must recertify the household’s
income annually.

e Familiarizing themselves with the RAC Training Materials to assist with compliance
reporting and DI program requirements. These training materials include, but are not
limited to fillable forms, PowerPoint presentations, and instructional videos.

DI projects have an affordability and compliance period of up to 99 years. Affordability runs
with the land and binds all Owners or operators of the project. Annual reporting allows for
proactive oversight during the compliance period, ensuring that projects benefit the
targeted populations, comply with funding sources, and operate in a manner which is
compatible with long-term sustainability.
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Owners are responsible for ensuring projects are operated and remain in compliance with
all applicable local, state, and federal laws and regulations. While Property Managers may
perform the day-to-day operations of maintaining the affordable units, Owners are
ultimately responsible for compliance with all recorded documents and applicable
regulations. Owners must ensure that Property Managers understand and comply with the
affordability and reporting requirements.

Owners are responsible for ensuring projects are operated and maintained in compliance
with all applicable laws and regulations. Any change in property management providers
must be communicated to RAC within 30 days of the change.

RAC requires the following information prior to change:

e Date of the expected change
e Submission of a Contact Update Form

Additionally, per the PHB regulatory documents, the onus of project compliance and
reporting is on the Owners. Owners must retain all project documents, including tenant
information, for the purpose of annual compliance reporting. Owners must work with
the former Property Management agent to obtain tenant files and ensure that the
Property Management agent has uploaded and submitted necessary tenant data into
WCMS prior to transitioning to another Property Management agent.

If at any time during a project’s regulatory period Owners decide to sell or otherwise
dispose of a project, RAC must be proactively notified before the project has been placed
on the market. There are various documents that must be completed to assign the
Restrictive Covenant documents to a new owner, and these documents must be
reviewed by the City Attorney prior to execution. Email notification must be sent to
inclusionary-housing@portlandoregon.gov prior to the sale or transfer of all or any part
of a project that is restricted under DI.

Annual Compliance Testing

Annual reporting allows for proactive oversight during the compliance period, ensuring that
projects benefit the targeted populations and operate in a manner which is compatible with
long-term affordability.

DI projects are only reviewed for tenant compliance and are not subject to property
compliance nor financial health compliance; as such, Owners/Property Managers are not
required to submit an Annual Compliance Testing (ACT) Workbook for these projects.
However, Owners/Property Managers are required to submit and report tenant data annually
to PHB via WCMS. RAC will review the data for accuracy and completion and send the
Owners/Property Managers the ACT. Owners/Property Managers are required to respond to
any action items on the ACT to ensure compliance with the project’s Restrictive Covenants.
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Owners are expected to begin annual reporting for the period from the Certificate of
Occupancy (COO0) date through the end of the reporting year. Projects will not be penalized if
affordable units are not fully leased up in the first reporting year, if they are fully leased up in
the second reporting year, subject to the requirements of any applicable program
Administrative Rules. Annual reporting is due three months after the project’s fiscal year end.

Fiscal Year End [ Reporting Deadline ]

June 30 October 1
December 31 April 1

Projects must comply with the income and rent restrictions as set forth in the Restrictive
Covenants and/or program Administrative Rules. The Owners/Property Managers are
responsible for reporting annual tenant incomes and rents in WCMS. These are tested
against the project affordability requirements.

Tenant compliance is assessed based on the following factors:

e Units meet income and rent restrictions per the Restrictive Covenant(s)

e Utility allowances are compliant with program rules and are calculated correctly

e Tenant income certifications and recertifications are current, complete, and entered
into WCMS by the deadline

RAC understands that Tenant Compliance threshold criteria must be appropriate for each
project size; as such, the threshold varies according to the project size:

Rating _I Threshold
Meets Standards 1-4 Units 50% of units in compliance
5-30 Units 70% of units in compliance
31-80 Units 80% of units in compliance
More than 80 Units | 90% of units in compliance
Does Not Meet Standards 1-4 Units Fewer than 50% of units in compliance
5-30 Units Fewer than 70% of units in compliance
31-80 Units Fewer than 80% of units in compliance
More than 80 Units | Fewer than 90% of units in compliance

In addition to the project’s standard leasing forms, RAC requires that the
Owners/Property Managers obtain and complete the following forms to ensure that
tenants qualify and remain qualified for regulated affordable housing. PHB allows for
both wet and electronic signature on these forms.
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e Tenant Income Certification
e Applicant/Tenant Questionnaire (one for each household member 18 years old or
older)

¢ Income verification is required for all new move-ins to determine eligibility for the
regulated unit. Owners/Property Managers must obtain source documentation (e.g.,
pay stubs, payroll summary reports, SSA benefit letters, bank statements, etc.) to
validate the reported income and assets. However, third-party verification of the
source documentation is not required. Owners/Property Managers must consider all
income sources for any adult living in the rental units and make a good-faith effort to
ensure that the information reported by the household is true, accurate, and
complete. Guidance regarding how to calculate income and assets can be found here:
HUD Chapter 5 - Determine and Calculate Income.

e PHB Self-Certification Form:
o Owners/Property Managers are required to recertify regulated households on
an annual basis. Recertifications can be completed up to 120 days in advance.
o For annual recertifications, Owners/Property Managers are not required to
obtain source documentation. To reduce the Owner’s/Property Manager’s
burden, a Self-Certification Form may be used instead.

Watch List

A project may be put on RAC’s Watch List if there are concerns regarding tenant compliance.
Owners will be required to do periodic reporting to ensure that the concerns are adequately
addressed. Owners will be notified via email regarding the reporting requirements to ensure
that the project remains compliant.

Non-Compliance and Resolution

A project may be found non-compliant if the terms stated within the Restrictive Covenants
are not met. Actions that lead to non-compliance include, but are not limited to:

e Failure to submit tenant data by the specified deadline

® Non-responsive to RAC communication and requests for documents and information

e Not meeting rent and/or income restriction levels

e Not meeting and/or adhering to the compliance thresholds

e Repeated refusal to take corrective action when non-compliance items are identified

If a project’s ACT is finalized with outstanding compliance issues, the Owner must resolve
those issues within the 90-day cure period. A project that has been found to be non-
compliant may be subject to more frequent monitoring. A non-compliant status may also
impact the Owner’s future eligibility for involvement in DI programs. If PHB determines that
the non-compliant status jeopardizes the long-term affordability of the project, or the safety
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and/or security of the tenants, more immediate remedies may be pursued. These remedies
may include, but are not limited to, pursuing legal action and/or recovery of monetary
damages, as noted in the project’s executed documents.

Default

The terms of default are identified in each project’s Restrictive Covenants. Should a default
occur, the program administrators will work with the City Attorney to issue a notice of
default. If Owner fails to cure the default within the stated cure period as specified by
Restrictive Covenants, PHB may issue a notice of an event of default, as well as pursue any
other legal remedies necessary to preserve PHB's affordable housing stock.
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