M E M O R A N D U M
DATE:
May 8, 2008
TO:
Management Agents

FROM:
Donna McMillan, Director

Office of Asset Management


RE:
Management Agent/Owner Performance Tracking Process


Attached is a description of the Office of Asset Management’s new Management Agent/Owner Performance Tracking Process. This “open condition” tracking system will be used to track management agent and owner performance and assist MSHDA staff in making many decisions regarding a development’s management.

Open conditions will be created when formal correspondence is sent to management agents/owners because of a lack of compliance related to one of the tracked factors outlined in the attached document. Conditions will be closed when the issues have been resolved to MSHDA’s satisfaction.
MSHDA staff has worked closely with representatives of the management agent community to develop this formal tracking system. We are extremely thankful for the input from our housing partners.
It is our intent to implement this process immediately, starting with the 2007 delinquent audits.  Non-compliance letters will be sent out next week to the management agents/owners of any developments for which we have not yet received an annual certified audit.

If you have any questions regarding this process, please contact me at 313.456.9165. 
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INTRODUCTION -  In an effort to improve consistency in monitoring management agent and owner ‘s (property) performance, the Office of Asset Management will begin using an “open condition” tracking system. Open conditions will be created when a formal correspondence notification is issued regarding the lack of compliance related to one of the tracked factors outlined below.  Open conditions affect a management agent’s and/or owner’s standing with MSHDA and potentially their ability to do business with MSHDA.  Therefore, it is important that each open condition is quickly “closed” for an agent and owner to remain in good standing.

FACTORS TO BE TRACKED - Listed below are the factors that MSHDA will track to determine if open conditions should be created:

· Annual Certified Audits 

· Acceptable audits must be submitted by the due date, and any audit findings must also be resolved by the due date;

· Management Agent Letter issues identified as a result of the annual certified audit must be resolved;

· All Pre-Final Closing Audit issues must be resolved; and

· All required loan/reserve payments required by the annual certified audit must be submitted to MSHDA by the due date. 

· Budgets – Acceptable and submitted by the due date

· Delinquent Mortgage and Escrow Payments

· Material Default of any Controlling Document

· Outgoing Management Agent Transfer of Records & Financial Statements – The following records must be submitted to the new management agent within 60 days of the owner’s management agent termination letter:

√
Rent roll/cash receipts journal, general ledger & check register; 

√
Bank statement (operating and security deposits) and Certificates of Deposit;

√
Security deposit resident listing/accounts receivables;

√
Payroll records;

√
Originals of paid and unpaid invoices;

√
Copies of the most recent MIE Report and annual certified audit;

√
Copies of all legal, general and/or compliance issue correspondence;

√
Vendor contact list;

√
CNA, if applicable; and

√
Copy of Regulatory Agreement 

OPEN CONDITIONS - Each performance item will follow an established notification process. For certain factors (such as audits and budgets) a separate process will be setup for either delinquent (no response) factors or 
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unacceptable (response was not sufficient) factors.  Delinquent audit, audit loan/reserve payments and budget letters will be sent to management agents and owners ten (10) days after the due date.  Conditions will be opened in the system on the 10th day unless the delinquent audit/budget is submitted or a waiver is granted by the Director of Asset Management, the Director of Legal Affairs or the Director of Finance. If the delinquent audit/budget is submitted by the 10th day, a condition will not be opened in the tracking system. Requests for waivers should be sent to the development’s assigned Asset Manager.

Separate open conditions will be created for management agents and the property (owner). Open conditions will result in the following consequences until the open condition is resolved or a waiver is granted:

· Escrow draw requests will not be processed;

· The management and owner’s ability to do business with MSHDA will be affected; and 

· The owner will be reviewed for default of the Regulatory Agreement and Mortgage Note.

CLOSING OPEN CONDITIONS - Open conditions will be closed when the open condition issues have been resolved to MSHDA’s satisfaction. The management agent and owner will be reinstated to a good standing status at that time.  An open condition will be closed by the log keeper, the assigned asset manager, supervisor or the Director of the Office of Asset Management when the delinquent item is received. 

Identity of Interest Relationship: If there is an Identity of Interest relationship between the owner and the management agent, neither the owner or the management agent will be considered in good standing until all  open condition issues have been resolved to MSHDA’s satisfaction.

Non-Identity of Interest Relationship:  If there is no Identity of Interest relationship between the owner and the management agent, the management agent may be reinstated to a good standing status if they provide proof that they have done everything possible to meet the open condition requirements. The Director of the Office of Asset Management will determine if the management agent’s open condition should be closed based on the information submitted by the management agent. The owner’s (property) open condition will remain open until the owner submits the required information. 

The following examples could justify closing an open condition for the management agent while retaining the open condition for the owner:

· Correspondence from the management agent to the owner requesting cash to pay debt service;

· An explanation of what the agent has done to assure proper filing of the annual certified audit by the due date.

MSHDA intends to use this tracking system to be able to determine each management agent and owner’s on-going performance with reference to MSHDA business. This system will assist us in making timely evaluations for many decisions regarding a development’s asset management. 

NOTE: The Management Agent/Owner Performance Tracking Process factors do not change the Premium Management Fee Policy requirements.  Reinstatement to a good standing status has no bearing on the evaluation of Premium Management Fee performance.

