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OVERVIEW:
The Office of Asset Management established the Premium Management Fee (PMF) to reward Management agents for meeting all of the MSHDA financial reporting requirements and for excellent management of MSHDA-financed developments. There are thirteen reporting requirements or factors used to determine eligibility.
Applications for premium management fees will be reviewed annually after December 31st of the applicable year.  Prior to disbursement, payment of the premium management fee must be approved by the:

· Development owner; and,

· Director of the Office of Asset Management

ELIGIBILITY
An agent is eligible to receive a premium management fee beginning at the mortgage cutoff date.  However, a premium management fee cannot be paid until the development has final closed and is paid in the year after the premium management fee has been earned.

Applications are evaluated based on 13 factors broken down into (7) Mandatory and (6) Pro-Rated factors.  All of the mandatory evaluation factors represent criteria that must be achieved to be considered for approval of a premium management fee.  Pro-Rated evaluation factors represent criteria that allow for partial achievement of the factors to be considered for approval of the premium management fee. Requests for 50% of the premium management fee can be made when only one of the pro-rated evaluation factors is denied for any one development. 
Failure to meet the criteria set forth for a mandatory evaluation factor or more than one of the pro-rated evaluation factors will result in complete denial of the premium management fee, subject to appeal.   There is no need to submit an application if a denial is anticipated due to violation(s) of the PMF criteria.   
If a waiver has been granted by the Director of the Office of Asset Management for any factor then submit a copy of the written waiver with all applications affected by the waiver.  
Management Agent Changes

If a management agent change occurs any time during the calendar year, each managing agent could potentially qualify for a PMF based on its individual performance during the months it managed the development.  The total PMF paid to each management agent will be pro-rated based on the number of months it managed the development.
Appeals
One appeal can be made to the Authority if denial of the premium management fee occurs.  The request for an appeal must be in writing and submitted by a date determined by the Authority.  This appeal can be presented either in writing or by appointment before a panel.  The Authority’s appeal review decision is final.

APPLICATION
Request for premium management fee must be submitted on the “Premium Management Fee Application” Attachment A (MSHDA Mgmt form # 504) and Attachment B (MSHDA Mgmt form # 418). 
Applicant Identification

Complete the fields as identified on the form: Management Agent Name, Development Name, Applicable Calendar Year, MSHDA Development #, Development Number of Units.
Maximum allowable amount of Premium Management Fee Per Unit – enter the Premium Management Fee published in the budget guidelines issued during the applicable year of evaluation.
Amount of PMF Requested Per Unit - Enter the amount of the Per Unit PMF being requested.
Mandatory Evaluation factors – Descriptions and Instructions (Factors 1 - 7):
1. Mortgage Payments: All mortgage payments, including principal, interest, taxes, insurance and replacement reserves, were received by the designated due date. 

Application Response Mandatory Evaluation Factor #1.
1a. Indicate whether all the monthly mortgage payments were paid in full by the due date.
1b. Indicate whether any late mortgage payment notices were received from MSHDA.

1c. Provide further explanation for this factor, if needed.

2. Material Default: Any formal declaration of material default signed by an authorized officer of the Authority will result in denial of the premium management fee.

Application Response Mandatory Evaluation Factor #2.
2a. Identify whether any formal declaration of material default was issued by the Authority for this development.

2b. Provide further explanation for this factor, if needed.
3. Delinquent Water and Sewer Bills: Delinquent water and sewer bills that remain unpaid and result in collection proceedings or lien placement by applicable governmental entities will result in denial of the premium management fee.

· Application Response Mandatory Evaluation Factor #3.
3a. Indicate whether there are any unpaid water and sewer bills that have resulted in collection proceedings or lien placement by applicable governmental entities.

3b. Provide further explanation for this factor, if needed.
4. Insurance Policy Coverage:  All insurance coverage must adhere to Authority policy and be in effect for the entire applicable calendar year.  Evidence that the policy continues in force, in the form of an annual renewal policy or Certificate, must be received by the Authority on or before the existing policy’s stated expiration date.  Also, funds to pay the premiums for all insurances except Employee Dishonesty/Crime Coverage must be held in escrow by the Authority.
· Application Response Mandatory Evaluation Factor #4.
4a. Indicate whether all insurance coverage was adherent to Authority policy and in effect for the entire applicable calendar year.

4b. Indicate whether funds were paid into a MSHDA-held escrow for Liability, Property, and Umbrella Liability Insurance policies
4c. Enter the appropriate information for each type of insurance policy.

	Type of Insurance/Coverage
	Coverage 

Amount
	Previous Policy Expiration  date
	Date Policy delivered to MSHDA
	Renewal date 
	Renewal Policy Expiration Date

	Employee Dishonesty/ Crime Coverage
	
	
	
	
	

	Liability and Property Insurance
	
	
	
	
	

	Umbrella Liability Insurance
	
	
	
	
	


4d. Provide further explanation for this factor, if needed.
5. Annual Certified Audit/Audit Fees: Annual Certified Audits must be accurate and meet the requirements established by the Audit Guidelines. Accurate submission includes any revisions requested in writing by Authority staff after the audit has been received.  Audits must be received in the Authority’s Lansing office no later than 120 days after the end of the year-end in question.  

Audit fees paid cannot exceed the rate allowed by the Authority for the applicable audit year. Violations will result in denial of the premium management fee. Reimbursement of overpayments after December 31st of the year during which fees are overpaid will not change an unacceptable rating.

· Application Response Mandatory Evaluation Factor #5.
5a. Indicate whether an accurate annual Certified Audit was submitted within the specified time frame.

5b. Indicate whether the Audit fees did or did not exceed the rate allowed by the Authority for the applicable audit year.

NOTE: Maximum expense audit fees cannot exceed the rate allowed by the Authority policy for the applicable audit year (Section 236, Section 8 developments and Moderate Rehab programs only).

5c. Enter the appropriate answers regarding the development’s audit.

Name of Auditing Firm

Date the Audit was delivered to MSHDA


Date the Audit was uploaded to MSHDA software


Fees allowed for Audit prepared during calendar year


Fees expensed/accrued for Audit prepared during calendar year

5d. Provide further explanation for this factor, if needed.

6. Real Estate Tax and Property Insurance Escrow: When tax and/or insurance bills cause a shortage in the escrow accounts, excess funds will be transferred from the opposite escrow, ORC or DCE Interest escrow accounts. If there are no excess funds available, Multifamily Mortgage Servicing (MFMS) will send a letter to the management agent requiring the escrow shortage to be funded within a specified number of business days. If there are no excess funds available, the outstanding amount must be funded by January 25th from either the development’s operating account or the owner. If the development is unable to fund the shortage, the management agent must notify their assigned asset manager on or before the due date specified and make arrangements to pay the shortage.  Failure to respond to the escrow shortage letter within the specified time period will result in denial of the premium management fee.

· Application response Mandatory Evaluation Factor #6.
6a. Indicate whether the development received a letter from Multifamily Mortgage Servicing requiring that an escrow shortage be funded.
6b. Indicate whether all escrow shortages were fully funded by their specified due date. 

6c. Select a method of funding from the pick list provided.

6d. Enter date the escrow shortage was fully funded using mmddyy format.

6e. Provide further explanation for this factor, if needed.
7. Payments Due Per Audit:  All required payments identified on the applicable Schedule I in the Annual Certified Audit, must be submitted no later than 120 days after the development’s year-end. Payments must be mailed to the Authority’s Lansing Office of Finance by the specified due date or have management agent authorization to transfer funds held by MSHDA by the specified due date or be waived in writing by the Director of the Office of Asset Management or other authorized officer of the Authority by the specified due date.
· Application response Mandatory Evaluation Factor #7.
7a. Indicate whether all required payments identified on the Annual Certified Audit were submitted by the specified due date.

7b. Indicate whether a written waiver of payment was received by an authorized officer of the Authority.
7c. Enter the appropriate information for each Payment Type due in the applicable year.
	Payment Type
	Due Date
	Date delivered to MSHDA
	Amount Due
	Amount Submitted
	Date Transfer Auth rcvd (IA)
	Date Waiver Requested (IA)
	Date Waiver Approved by MSHDA (IA)

	Amenity Improvements and/or Deferred Maintenance Loan
	
	
	
	
	
	
	

	Community Development Fund
	
	
	
	
	
	
	

	Deferred Mortgage Interest
	
	
	
	
	
	
	

	Deferred Mortgage Principal
	
	
	
	
	
	
	

	HOME Loan
	
	
	
	
	
	
	

	HOME Preservation Initiative Loan
	
	
	
	
	
	
	

	MSHDA Subsidy Repayment Obligation
	
	
	
	
	
	
	

	Operating Assurance Reserve (OAR)
	
	
	
	
	
	
	

	Operating Reserve Cash
	
	
	
	
	
	
	

	Other Year-End Repayment Requirements
	
	
	
	
	
	
	

	Preservation Fund Loan
	
	
	
	
	
	
	

	Repayable Subsidy Payable
	
	
	
	
	
	
	

	RR Needs/Replacement Reserve
	
	
	
	
	
	
	

	Second or Third Mortgage
	
	
	
	
	
	
	

	Small Size/Security Loan Payments
	
	
	
	
	
	
	

	Subordinate Debt Payment Reserve
	
	
	
	
	
	
	

	TCAP Interest/Principal
	
	
	
	
	
	
	

	Workout Repayment Obligations
	
	
	
	
	
	
	


7d. Provide further explanation for this factor, if needed.

PRO-RATED EVALUATION FACTORS AND DESCRIPTIONS:
8. Monthly Income & Expenditure (MIE) Reports:  MIE reports must be received in the Authority’s Lansing office no later than midnight on the 20th day of each month, following the reporting month unless otherwise informed by the Authority.  Twelve consecutive MIE reports are evaluated, representing those due January through December. The MIE reports must be processed in accordance with the established MIE guidelines without exception.  If you have any MIE questions please refer to the MIE guidelines. 

· Application response Pro-Rated Evaluation Factor #8.
8a. Indicate if accurate MIE reports were received in the Authority’s Lansing office in accordance with the submission requirements by the specified due date.

8b. List under Agent Response the date each MIE report was finalized and emailed to MSHDA: Begin with December report which is due in January.

8c. Indicate whether you received any warning letters from the Authority for unacceptable MIE’s.

8d. Provide further explanation for this factor, if needed.

9. Annual Operating Budget: The Annual Operating Budget submission, including electronic and hard copy requirements, must be submitted by the required due date. If a budget is received late, pro-ration of 50% of the fee may be awarded.  If the budget has not been received and/or is not acceptable by December 31 of the year in which it was due, all premium management fees will be denied.

· Application response Pro-Rated Evaluation Factor #9.
9a. Indicate whether hard copies of all the required budget attachments were received in the Authority’s Lansing office buy the required due date in the specified format.
9b. Indicate whether the annual budget met the accuracy requirements including line items that required detailed explanations.

9c. Indicate whether the proposed Budget due during the applicable PMF year included the Budget #450 form, Utility Allowance/Rent Schedule and Owner Certifications “Agent Budget Template”  was submitted in accordance with budget submission requirements by the required due date.
9d. Enter the date budget approval was received from MSHDA.
9e. Provide further explanation for this factor, if needed.

10.  Management Agreement/Management Fees:  Management fees cannot be paid to an Identity of Interest management agent when there are Non-Identity of Interest accounts payables over 90 days, unless an Accounts Payable Action Plan is approved by the Authority.  The effective date of the management fees is determined by one of the following:

Initial Management Fees: The effective date of the management agreement is based on the “Term of Agreement” section that is completed by the Authority staff and approved by the Director of the office of Asset Management.  The management agreement specifies the amount of management fees that can be paid to the management agent.

Management fees cannot be expensed/accrued until the effective date in the “Term of Agreement” section of the Authority-approved initial management agreement.

Subsequent Management Fees: Subsequent approval of management fees is done through the Addendum to Management Agreement. The Addendums are due with the budgets but no later than December 31st each year.  The management fee approved in the Addendum to Management Agreement and established in the approved budget will be the maximum fee that can be paid to the management agent.  This amount cannot exceed the maximum management fee approved by the Authority.  The new management fee is effective with the first month of the new budget year.

· Application response Pro-Rated Evaluation Factor #10.
10a. Indicate whether management fees were paid with a Non-Identity of Interest payable that was outstanding over 90 days.
10b. If you answered yes, indicate whether you have a MSHDA-approved “Accounts Payable Action Plan”
10c. Enter the appropriate answers regarding the Management Agreement/Addendum .


Enter the MSHDA approved effective date of the Management Agreement/Addendum

Enter the total amount go the Management Fees Expensed during the calendar year

Enter the total amount of management fees allowed by the Management Agreement/Addendum in effect during the calendar year

Enter the total management fee payables as of 12/31/prior year

Enter the total management fee payables as of 12/31/current applicable year
10d. Indicate whether the Addendum to the Management Agreement was submitted by the specified due date.

10e. Provide further explanation for this factor, if needed.

11. Physical Inspection & Inspection Response: The Owner/Management Agent’s written response(s) to the Physical Inspection Report (PIR) must be complete, accurate and timely and all physical inspection deficiencies must be satisfactorily resolved.  In addition, physical inspection deficiencies from the previous years’ physical inspection must also be corrected. Physical Inspection Responses must be received and the corrective actions must be completed in accordance with the requirements in the chart below:

Extension Requests:

Extension requests must be submitted on the MSHDA Extension Request form or in a similar format. The form can be found on the MSHDA website (click on Property Managers, Compliance for Rental Housing, forms, physical inspection forms).

http://www.michigan.gov/mshda/0,1607,7-141-8002_26576_26589-90761--,00.html

If an extension is approved the Owner/Management Agent must submit the final PIR no later than the extension due date.
Detailed instructions for completing the Owner Certification and Attachment A forms are located on the MSHDA website (click on Property Managers, Compliance for Rental Housing, Forms, Physical Inspection Forms)

http://www.michigan.gov/documents/bshda/mshda_crh_f_pif04_instructions_185460_7.pdf
Physical Inspection Chart - Correction and Response Deadlines
	Physical Inspection Deficiency
	Deficiency Corrections
	Owner/Management Agent Responses

	
	Deadline for Deficiency Correction
	Deadline for Owner/Management Agent Response

	EH&S

(Life- Threatening)
	Immediate/no later than 24 hours (after the inspection date
	No later than 3 business days (after the inspection date)

	H&S

(Non-Life Threatening)
	No later than 60 days (after the cover letter date
	No later than 60 Days after report issued (cover letter date)

	L3
	No later than 60 days (after the cover letter date)
	No later than 60 Days after report issued (cover letter date)

	L2
	No later than 60 days (after the cover letter date)
	No later than 60 Days after report issued (cover letter date)

	L1
	No later than 60 days (after the cover letter date)
	No later than 60 Days after report issued (cover letter date)

	M
	No later than 6 months (after the cover letter date)
	First response-No later than 60 Days after report issued (cover letter date). Include the date you plan to make the corrections; Second response-No later than 6 months after report issued (cover letter date) include the actual dates the work was completed.


· Application response Pro-Rated Evaluation Factor # 11.
11a. Indicate whether an acceptable written response to the developments Physical Inspection Report was submitted to MSHDA and the physical inspection contractor within the allowable timeframe(s).

11b. Enter the appropriate dates regarding the Physical Inspection Report.

Date of annual inspection


Date a response was sent to MSHDA


Date of the Physical Inspection Report


Date the “EH&S” items were to be completed, if applicable


Date “Level 3” items were to be completed, if applicable


Date “Level 2” items were to be completed, if applicable


Date “Level 1” items were to be completed, if applicable


Date “M” items were to be completed, if applicable

11c. Indicate whether all repairs due within this premium management fee year were completed by the specified due dates outlined in the contractor’s cover letter.
11d. Indicate whether all deficiencies from previous years’ inspections have been corrected.
11e. If applicable, enter the date the Plan of Action was submitted to MSHDA.

11f.  If applicable, enter the date the Plan of Action was approved.
11g. Provide further explanation for this factor if needed.

12.  Tenant File Audit & File Audit Response: The Owner/Management Agent must submit a complete, accurate and timely written response to the development’s File Audit Report. In addition, file audit non-compliance findings from previous file audits must be resolved. The file Audit Response (AR) must meet the following requirements:

Submission Deadline:  The AR must be received no later than 30 days after the report is issued (file audit report cover letter date).

Submission Requirements: The AR must be submitted to the file audit contractor and to the Authority (Compliance Monitoring AND Asset Manager). The AR must address all findings cited in the File Audit Report and the following information is required for each finding:

· Description of corrective actions taken; and 
· Correction date

Required Documentation:  Submit a cover letter (on owner/management agent letterhead) summarizing each audit finding and the corrective actions taken. Documentation to include:

(TICs, 50059 forms, verification, etc) of the corrective action taken. (Submit to file audit contractor only. MSHDA will request documentation when needed).

· Application Response Pro-Rated Evaluation Factor #12.
12a. Indicate whether an acceptable written response was submitted to MSHDA and the file audit contractor within the specified due date after the report was issued.

12b. Enter the date the Agent/Owner submitted an acceptable response to the audit report. 12c. Indicate whether the Agent/Owner responded to all the items cited in the report.

12d. Indicate whether all corrective actions were performed by the specified due date. 

12e. Provide further explanation for this factor, if needed.

13.  Section 8 Management and Occupancy Reviews (MOR): The management agent/owner must submit correct documentation to the management and occupancy review specialist within the specified time. The response must address all items cited in the MOR report and the corrective action(s) must be made within the due date(s) specified in the Report.

· Application Response Pro-Rated Evaluation Factor #13.
13a. Indicate whether a Management Occupancy Review (MOR) was performed on the development.

13b. Complete the following items if a MOR was performed:



Were findings discovered during the MOR



Enter the date the documentation was requested by MSHDA



Enter the date the response was submitted to MSHDA



Indicate whether all the items cited in the MOR Report were addressed in the response



Indicate whether all the corrective actions were made within the specified due dates


13c. Provide further explanation for this factor, if needed.

PAYMENT OF THE PREMIUM MANAGEMENT FEE:
Management agents may negotiate a premium management fee with the development’s owner(s) based on compliance with the Premium Management Fee Guidelines in addition to the basic management fee allowable.  An owner can negotiate a premium management fee less than the maximum amount published in the upcoming Budget Guidelines. Example: The PMF applicable to 2011 is published in the 2012 budget guidelines.

Provided funds are available, payment of the requested premium management fee can be made to the agent from the development’s operating account after written approval of the PMF request is received.  Payment of the premium management fee is contingent on the developments:

· Liquidity position and 

· Completion of final closing at the time of approval.

If funds are not available in the development’s operating account when the request is formally approved, payment of the premium management fee can be accrued until such time as funds are available to pay the fee.  Per the management agreement, the PMF is a low priority payable and should be administered only after other payables are current.
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