Ongoing Compliance Policy for Multifamily Projects Funded

with 
AHTF or SMAL Funds 


Effective November 8, 2005, KHC adopted a policy of ongoing compliance for multifamily projects funded with AHTF or SMAL funds.  This policy also applies to the former NEAR and SNAP programs.  This policy is effective for projects funded either solely with these sources of funds and for those combined with other sources of KHC financing.  The policy was adopted to ensure the Corporation continued to diligently perform its compliance-related functions for these programs, as well as ensuring that the units remain safe, decent and affordable to the populations being served.

As of January 1, 2006, KHC will ensure compliance of such projects by conducting reviews under the following parameters:
· Monitor all projects initially upon completion of construction and receipt of "close out" information from Housing Finance and Construction staff.  During this initial review, KHC will review a minimum of 20% of the tenant files.  Subsequently, KHC will conduct an on-site monitoring review at least once every three years and review for project rents, tenant income eligibility and ensure property is maintained to the appropriate property standards as noted in the award documents and program guidelines.  At a minimum, each property will be inspected to ensure compliance with HUD Habitability standards as noted in 24 CFR 574.310(2).  Keep in mind that other sources of financing in a project may require more frequent monitoring reviews.
· If a project funded solely with these funds is used in a HUD 202 or HUD 811 project, KHC will reserve the right to forego ongoing compliance and rely upon the compliance reports provided by HUD.

· For rental projects funded solely with these funds, an annual performance report will be required so that a desk review can be conducted in years in which a site visit is not required.    KHC will implement the annual report effective with calendar year 2006.  Other sources of financing in a project may also require that additional annual reporting forms be submitted.
· For each of these programs, a tenant must be income eligible at initial move in and also be income-recertified annually.  This practice of income recertification will allow an owner to compare the affordability of the rent with the tenant household’s income.  (Affordable is customarily defined as no more than 30 percent of a household’s income for rent.)  Keep in mind, however, that rents do not have to be adjusted, accordingly.   A tenant’s income can be reviewed using such methods as Section 8, tax returns, etc.; however, the same method of income-recertification should be used for each tenant.  A self-certification signed by the tenant may also be used to recertify a household’s income.  Keep in mind that other sources of financing in a project may require more specific methods be used for the certification process.  In such a case, the more stringent method will apply.
· KHC will phase in the compliance reviews for rental projects financed through these programs that have already been placed-in-service.  Once reviewed, each project will be placed on a three year monitoring cycle. 
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